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Q. Are you the same Joelle R. Steward who previously submitted direct testimony 1 

and an amended direct testimony in this proceeding on behalf of PacifiCorp d/b/a 2 

Rocky Mountain Power (“PacifiCorp” or the “Company”)? 3 

A. Yes.  4 

I. PURPOSE AND SUMMARY OF REBUTTAL TESTIMONY 5 

Q. What is the purpose of your rebuttal testimony? 6 

A. In my rebuttal testimony, I summarize the Company’s rebuttal case, reflecting certain 7 

corrections and updates, respond to various intervenor positions in Phase I direct 8 

testimony, and provide recommendations to the Public Service Commission of Utah 9 

(“Commission”) for its consideration in this proceeding. Specifically, I respond to 10 

intervenor characterizations regarding the Company’s August 2024 amendment to its 11 

original filing and the Company’s rate mitigation effort. I also address the value and 12 

importance of the Energy Balancing Account (“EBA”) and explain why arguments to 13 

eliminate the EBA are short-sighted, would not result in customers paying decreased 14 

rates, and would not be in the best interest of customers or the Company. I further 15 

address issues raised by intervenors in response to the Company’s request to recover 16 

insurance costs through a separate rate on Schedule 92, the Insurance Cost Adjustment 17 

(“ICA”). I also address the continued proper allocation of wildfire-related costs 18 

concerning fires outside of Utah under the 2020 Inter-Jurisdictional Cost Allocation 19 

Agreement (“2020 Protocol”), and respond to a climate change issue raised by Utah 20 

Clean Energy (“UCE”). Finally, I address why Washington CCA costs should not be 21 

removed from the Company’s revenue requirement.  22 

My testimony responds to aspects of the testimonies of Utah Division of Public  23 
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Utilities (“DPU”) witnesses Gary Smith, Jeffrey S. Einfeldt, and Thomas A. 24 

D’Ambrosia; Western Resource Advocates (“WRA”) witnesses Nancy L. Kelly and 25 

Karl G. Boothman; Utah Association of Energy Users (“UAE”) witness Kevin C. 26 

Higgins; Utah Office of Consumer Services (“OCS”) witness Alyson Anderson; 27 

Federal Executive Agencies (“FEA”) witness Michael P. Gorman; and Utah Clean 28 

Energy (“UCE”) witness Logan E. Mitchell.  29 

Q. Please summarize the recommendations you make in your rebuttal testimony. 30 

A. The Company requests approval of an updated increase of $331.5 million, or 14.1 31 

percent, which is supported by the Company’s direct and rebuttal witness testimonies.  32 

In addition to approving the updated revenue requirement, I recommend that 33 

the Commission reject calls to either eliminate the EBA or initiate proceedings to 34 

reassess it. Further, I recommend that the Commission approve recovery of excess 35 

liability insurance premium costs in the test period through the ICA. Adoption of the 36 

ICA does not constitute adoption of a new insurance mechanism but would allow easier 37 

implementation of the costs either through Docket No. 23-035-40 or a Phase III in this 38 

docket, and potentially allow the Company to incorporate self-insurance if self-39 

insurance is later determined to be in the public interest. I also recommend that the 40 

Commission continue to apply the System Overhead (“SO”) allocation factor to 41 

insurance costs as it remains a reasonable factor for allocations and is consistent with 42 

the approved 2020 Protocol. Further, I recommend that the Commission take no action 43 

on UCE’s climate change concerns, as UCE makes no proposal regarding those 44 

concerns, and the Company is already engaging in numerous efforts to address climate 45 

change. Finally, I recommend that the Commission reject UAE’s and DPU’s argument 46 
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that Washington Climate Commitment Act (“CCA”) costs should be removed from the 47 

Company’s revenue requirement in this case. 48 

Q. How is your rebuttal testimony structured?  49 

A. My testimony is structured as follows: Section II of my rebuttal testimony provides an 50 

overview of the Company’s rebuttal. I also respond to the DPU’s criticisms of the 51 

Company’s August amendment and the Company’s rate mitigation efforts; Section III 52 

responds to the DPU’s and WRA’s suggestion that the EBA should either be eliminated 53 

or that the Commission initiate a new proceeding to reassess it; Section IV addresses 54 

intervenor concerns regarding the Company’s proposal, through Schedule 92, to 55 

establish the ICA to recover liability insurance costs; Section V discusses the DPU’s 56 

SO factor argument and explains why the Company’s allocation of wildfire costs is 57 

reasonable and complies with the 2020 Protocol; Section VI addresses UCE’s climate 58 

change concerns and explains why the Commission need take no action; Section VII 59 

explains why the Washington CCA costs should remain in the Company’s revenue 60 

requirement in this case; and Section VIII presents the Company witnesses submitting 61 

Phase I rebuttal testimony.  62 

II. ROCKY MOUNTAIN POWER’S REBUTTAL POSITION 63 

Q. Please provide a summary of the Company’s positions in Phase I rebuttal.  64 

A.  The Company’s rebuttal filing reflects a revised revenue requirement and revenue 65 

increase of $331.5 million, which is a $62.2 million decrease relative to the amended 66 

direct filing. The revised revenue requirement is attributable to certain adjustments in 67 

rebuttal testimony, which can be classified as either: (1) corrections, or (2) updates 68 

based on more recent information or in response to the other parties’ recommendations. 69 
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In the development of a rate case and through the process of discovery and 70 

intervenor testimony, it is not uncommon that corrections and updates are identified 71 

after submitting the direct filing. The updates are based on more recent information, 72 

such as the update to insurance premiums. Updates also reflect the Company’s 73 

acceptance of certain intervenor adjustments, which are explained by Company witness 74 

Shelley E. McCoy. In this instance, taken together the corrections and updates 75 

(including the updated insurance premiums) constitute a decrease relative to the 76 

Company’s amended direct filing. 77 

Q.  Do you have any comments regarding the Company’s requests in this proceeding?  78 

A. Yes. This rate case reflects a number of major capital investments made since the 79 

Company’s last rate case filed in 2020, Docket No. 20-035-04 (“2020 Rate Case”), 80 

including investments in transmission, renewable energy resources, wildland fire and 81 

safety mitigation measures, and other investments that allow the Company to continue 82 

to provide energy solutions in a safe, reliable, and affordable manner to customers. To 83 

that end, the Company is investing approximately $7.0 billion of new capital through 84 

calendar year 2025. The capital investments for which the Company is seeking 85 

recovery are prudent actions the Company undertook only after extensive analysis and, 86 

in the case of the generation facilities, after a lengthy and detailed all-source request 87 

for proposals (“RFP”) process, approved by the Commission and monitored by the 88 

independent evaluator appointed by the Commission. The insurance and fire mitigation 89 

actions proposed by the Company are necessary to address significant increases in fire 90 

risk in the West, and the increases in associated insurance costs.  91 
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Failure to address those issues and to find a sustainable approach for funding 92 

insurance and wildfire mitigation efforts or disallowances in major investments will 93 

leave the utility exposed to unsustainable risk that could jeopardize the viability of its 94 

operations or, at a minimum, result in credit downgrades, increases in the cost of 95 

borrowing for the Company (and by extension its customers), operational challenges, 96 

and instability. 97 

Similarly, adopting the parties’ proposed recommendations to reduce the 98 

Company’s authorized return on equity (“ROE”) and significantly reduce the equity 99 

ratio will also harm the Company’s financial stability. As discussed in the Phase I 100 

rebuttal testimony of Ann E. Bulkley, the decreases in ROE proposed by DPU, OCS, 101 

and UTLCG are a stark contrast to the estimation model results and increase in recently 102 

authorized ROEs adopted by commissions nationally—with the national average of 103 

9.82 percent materially higher than the Company’s request.1 As noted in my Phase I 104 

direct testimony, the Company’s proposal to hold ROE flat and use a 50/50 105 

hypothetical capital structure balances rate impacts with the need for regulatory support 106 

of the financial health of the Company.  107 

Q. DPU witness Mr. Smith is critical of the Company’s messaging regarding its 108 

August 28, 2024 amendment that eliminated the proposed second rate increase for 109 

net power costs (“NPC”), which had originally proposed to take effect January 1, 110 

2026.2 Please explain the basis for his criticism. 111 

A. Mr. Smith claims that, because of negative reactions to the Company’s original rate 112 

filing, it amended its application to create the perception that it was actually seeking a 113 

 
1 Rebuttal Testimony of Ann E. Bulkley at lines 8-13.  
2 Phase I Direct Testimony of Gary Smith at pages 8-13, DPU Ex. 6.0.  
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lower rate increase, when in fact, the Company intends to recover the same amount, 114 

just later through the EBA.3 He also alleges that the public has misunderstood the 115 

change as a reduction in rate increase and that the Company’s communications have 116 

perpetuated that misunderstanding.4  117 

Q. Do you agree with Mr. Smith’s assessment? 118 

A. No. As an initial matter, the amounts the Company included in its original filing, 119 

including the forecast base NPC, arise out of costs the Company either has actually 120 

incurred or will incur during the test period to provide reliable electric service to its 121 

customers. As such, the Company should be entitled to recover those costs. With 122 

specific regard to NPC, and as Mr. Smith knows, those are the variable costs of fuel 123 

and purchase power, which are driven by market conditions outside of the Company’s 124 

control. They consist of the costs the Company incurs or anticipates that it will incur in 125 

fueling generation facilities, making wholesale market power purchases, and obtaining 126 

transmission services, offset by revenues from wholesale sales. The forecast NPC 127 

reflected in the Company’s original application and supporting testimony is the result 128 

of inflationary, market, and other factors that are driving up NPC-related costs in the 129 

regional markets in which the Company transacts. The Company does not profit from 130 

recovery of those costs—it merely breaks even because it passes them through to 131 

customers along with the associated benefits. I point this out to clarify that the 132 

Company strongly disputes any suggestion, whether by Mr. Smith or others, that the 133 

amounts included in the Company’s original filing were anything other than a reflection 134 

of the costs the Company reasonably anticipates it will incur during the test period 135 

 
3 Id.  
4 Id.  
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based on the best data available to the Company. Public reactions to the Company’s 136 

filing, while appreciated and important, were in many ways influenced by news articles 137 

and other sources that incorrectly suggested that the Company was charging excessive 138 

amounts for its services, when that is not correct.  139 

  Setting the foregoing aside, the Company disputes Mr. Smith’s assertion that it 140 

has contributed to public confusion about the original filing or the amendment. On June 141 

28, 2024, the day it filed this rate case, the Company issued a press release. In that 142 

release, the Company explained that the increase was largely being driven by 143 

“[i]ncreased costs of fuel and wholesale power, together with investment in new 144 

electric transmission and generation projects that are being built to serve Utah 145 

customers . . . .”5 The Company further noted that “increasing insurance premiums 146 

related to rising wildfire risks are also contributing significantly to the proposed 147 

increase.”6  148 

When the Company amended its application, its public spokesperson David 149 

Eskelsen addressed the reason for the amendment, explaining: “‘We’re looking at ways 150 

to spread those costs out and kind of mitigate the impact and lessen it over time.’”7 He 151 

went on to state that “prices may still go up in the future, as the costs associated with 152 

increase in net power, fuel, and wholesale power are expected to be recovered through 153 

the Energy Balancing Account.”8 Furthermore, I was clear in my amended direct 154 

testimony filed on August 28, stating: “The Company would continue to recover the 155 

 
5 June 28, 2024 Press Release, available at: https://www.rockymountainpower.net/about/newsroom/news-

releases/utah-2024-rate-proposal.html  
6 Id.  
7 Utah News Dispatch, August 29, 2024, available at: https://utahnewsdispatch.com/2024/08/29/rocky-mountain-

power-lowers-rate-increase-proposal/. 
8 Id. (emphasis added). 

https://www.rockymountainpower.net/about/newsroom/news-releases/utah-2024-rate-proposal.html
https://www.rockymountainpower.net/about/newsroom/news-releases/utah-2024-rate-proposal.html
https://utahnewsdispatch.com/2024/08/29/rocky-mountain-power-lowers-rate-increase-proposal/
https://utahnewsdispatch.com/2024/08/29/rocky-mountain-power-lowers-rate-increase-proposal/
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differences between the level of base NPC and actual NPC through the EBA.”9 These 156 

and other statements by the Company demonstrate that the Company was being fully 157 

transparent about what it was doing: that it was not eliminating the recovery of 158 

legitimate costs, but trying to further mitigate near term rate impacts, particularly in 159 

light of the one-year amortization the Commission adopted for recovery of the 2023 160 

EBA deferral balance.   161 

These and other statements show that the Company was being transparent and 162 

responsive to customer concerns by pursuing a more gradual rate change to avoid rate 163 

shock. OCS witness Ms. Anderson agrees that this is what the Company’s approach 164 

would do. Specifically, she states: “While the elimination of the proposed second step 165 

of the rate increase may not be an actual rate decrease, analysis by the OCS shows that 166 

it is somewhat likely to result in smoother rate changes over the next few years.”10 167 

Further, Mr. Smith’s own analysis in his direct testimony shows that the Company’s 168 

approach would result in a more gradual rate change. On page 14 of his testimony, he 169 

includes DPU Chart 2, which demonstrates that, by the Company removing the Step 2 170 

NPC increase, rates would more gradually increase over a longer period in comparison 171 

to the proposal in the Company’s original filing, which is reflected in Mr. Smith’s DPU 172 

Chart 1, on page 5 of his testimony.11 173 

While the Company’s amended request likely will result in larger differences 174 

between the base and actual NPC in future EBAs, the Company determined, given 175 

public reaction, and the increase in the EBA rates that went into effect on July 1, 2024, 176 

 
9 Amended Direct Testimony of Joelle R. Steward at lines 65-66. 
10 Phase I Direct Testimony of Alyson Anderson at lines 76-79, OCS Exhibit 1D. 
11 Compare Phase I Direct Testimony of Gary Smith at page 14 with id. at page 5.  
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that greater rate mitigation efforts and a slower implementation of increased rates was 177 

warranted. Rate increase mitigation is never easy to accomplish, particularly where, as 178 

in recent years, there have been significant inflationary and market pressures that have 179 

driven up costs and make it more expensive for the Company to provide safe and 180 

reliable service to all of its customers. The Company constantly strives to balance these 181 

and many other factors to minimize, as much as possible, rate increases. However, that 182 

balancing cannot be achieved by looking at only one or two issues in isolation, as 183 

Mr. Smith tries to do.  184 

III. THE IMPORTANCE OF THE EBA FOR CUSTOMERS AND THE 185 

COMPANY 186 

Q. What is the purpose of this section of your Phase I rebuttal testimony? 187 

A. In this section of my testimony, I respond to the testimony of the DPU and WRA 188 

concerning the EBA. Company witness Mr. Ramon J. Mitchell also addresses these 189 

parties’ arguments concerning the EBA in his Phase I rebuttal testimony. 190 

Q. Please summarize the issues the DPU and WRA raise regarding the EBA. 191 

A. DPU witness Mr. Smith argues that the elimination of the EBA sharing band created a 192 

significant risk for rate payers.12 He argues that the EBA is no longer in the public 193 

interest for six reasons, including cost shifting to future periods; misalignment of 194 

management incentives; alleged Company manipulation of proceedings and public 195 

information; difficulty of auditing EBAs; Company customers paying for errors that 196 

unregulated customers do not pay; and Company’s alleged ability to make unilateral 197 

policy changes that impose significant costs before meaningful Commission review.13  198 

 
12 Phase I Direct Testimony of Gary Smith at lines 124-125.  
13 Id. at lines 360-68.  
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  WRA witness Ms. Kelly argues that the EBA misaligns the interests between 199 

the Company management and ratepayers for three reasons: Company management 200 

prefers to meet its load obligations with the resources that it perceives to have the most 201 

certain cost recovery, such as market purchases instead of generation resources;14 202 

questions whether PacifiCorp would have canceled the 2022 all source RFP (“2022AS 203 

RFP”) if it bore the cost consequence of increased market reliance;15 and recommends 204 

that the Commission open a new docket to explore alternatives that may be available 205 

to better align shareholder and customer interests, including potentially eliminating the 206 

EBA.16 207 

Q. Do you agree with Mr. Smith’s and Ms. Kelly’s arguments and conclusions? 208 

A. No, I do not.  209 

Q. Before addressing Mr. Smith’s and Ms. Kelly’s specific arguments regarding the 210 

EBA, do you have any general points you would like to make about the EBA? 211 

A. Yes. Prior to the EBA being established, NPC were recovered through general rate 212 

cases. However, because the vast majority of those costs are associated with fuel and 213 

purchased power expenses, the costs are largely driven by external market forces. 214 

Further, because of the variability and volatility of those costs, it was always difficult 215 

in general rate case proceedings to forecast those costs. As such, one of two situations 216 

occurred. Either customers overpaid for NPC and received no refund for that 217 

overpayment because the costs were being recovered through general rates, or, 218 

 
14 Prefiled Phase I Direct Testimony of Nancy L. Kelly at pages 20-22.  
15 Id. at pages 24-30. 
16 Id. at pages 51-52. 
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alternatively, the Company under-recovered its NPC costs through rates and was 219 

financially harmed by not recovering actual costs paid to provide service to customers.  220 

The EBA resolves these and other concerns. It ensures that customers are only 221 

paying for costs the Company actually incurs. The ultimate recovery of costs is always 222 

subject to a prudence review to ensure that the Company’s actions were reasonable and 223 

in the public interest based on what was known at the time. While I am not an attorney, 224 

in enacting Utah Code § 54-7-13.5, the Utah Legislature has agreed with this point by 225 

eliminating the sharing band for EBA proceedings. The Legislature clearly recognized 226 

that an electric utility ought not have to forego recovery of costs that are simply pass-227 

through costs to provide service to customers. 228 

  In addition, the EBA eliminates the need for more frequent general rate cases, 229 

while still allowing an annual review of NPC to ensure the Company’s purchases of 230 

fuel, transmission, wholesale power, and other products and services are prudently 231 

incurred. However, if the EBA were eliminated, as Ms. Bulkley explains in her rebuttal 232 

testimony, the financial risk for the Company would significantly increase relative to 233 

the proxy group. This benefits customers by reducing the Company’s borrowing costs, 234 

allowing lower cost financing for its on-going operations and new investments 235 

necessary to provide safe and reliable service to customers. If the EBA were to be 236 

eliminated, the Company would be exposed to higher financial risk, and lead to higher 237 

rates for customers. Further, because the Company did not include all forecasted NPC 238 

costs in the EBA base in this case, eliminating the EBA would necessitate putting the 239 

full NPC forecast into rates, resulting in a significantly higher increase to customers in 240 

this case.  241 
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  Finally, the existence of the EBA allows for costs to be recovered closer in time 242 

to when they have been incurred. For customers, that means they are paying for the 243 

costs they are actually causing, consistent with the cost-causation principle. From the 244 

Company’s perspective, that means that regulatory lag is minimized, allowing the 245 

Company to be more financially stable.  246 

Q. What has the Commission previously said about the importance of an EBA? 247 

A. On multiple occasions, the Commission has determined that the EBA is in the public 248 

interest and has consistently supported maintaining it. For example, in the initial Order 249 

regarding the current EBA, the Commission found: “Based upon the extensive record 250 

before us, we conclude the EBA we authorize in this Report and Order is in the public 251 

interest and will result in the setting of just and reasonable rates.”17  252 

  Further, the Commission explained various reasons why the EBA is 253 

important: 254 

We find the Company’s current portfolio of resources, its current 255 

need for capacity expansion, and its increasing reliance on 256 

markets to manage hourly system changes are substantial 257 

departures from the conditions existing in the early 1990s. The 258 

Company provides uncontroverted testimony its existing 259 

resource base is inadequate to meet future demand for 260 

electricity. As in the 1980s, the Company is once again in a 261 

capacity expansion period and is exposed to under-earning due 262 

to regulatory lag. Further, the Company demonstrates its 263 

resource portfolio now includes, and is expected to continue to 264 

add, substantial amounts of natural gas and wind resources. The 265 

Company shows, and most parties generally concur, the prices 266 

of natural gas and wholesale market transactions, and the output 267 

of wind resources are volatile. . . . With the greater reliance on 268 

natural gas and wind resources, and greater reliance on the 269 

market to manage changes in loads and resources, the 270 

Company’s net power cost is subject to greater underlying 271 

 
17 In the Matter of the Application of Rocky Mountain Power for Approval of its Proposed Energy Cost Adjustment 

Mechanism, Docket No. 09-035-15, Report and Order at *80 (Mar. 2, 2011). 
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variability, making the financial consequences of forecast error 272 

more significant than before.[18]  273 

Then, in 2019, when the Commission approved the EBA as an ongoing 274 

program, it stated: “For the reasons stated above, and in consideration of the robust 275 

record of analysis, testimony, and comment that has been amassed during the pilot 276 

period, and the continued review we encourage, we find and conclude that the 277 

continuation of the EBA is in the public interest with certain modifications we discuss 278 

below.”19 279 

In that 2019 order, the Commission made the following findings and conclusions:  280 

RMP provides convincing testimony regarding risks associated 281 

with the volatility of and difficulty in accurately forecasting 282 

NPC, arising from issues outside of its control such as 283 

fluctuations in load, changes in fuel and energy prices, 284 

qualifying facility obligations, influx of renewable energy in 285 

RMP’s portfolio, and the energy imbalance market. RMP also 286 

points out that NPC represents a significant portion of its 287 

revenue requirement and asserts that it is the industry norm to 288 

have an EBA-type mechanism in place that allows for full 289 

recovery of prudent NPC. We find RMP’s undisputed concerns 290 

regarding NPC forecasting are legitimate, particularly in light of 291 

the level of qualifying facility purchases, RMP’s participation in 292 

an energy imbalance market, and other issues outside of RMP’s 293 

control, and that the EBA reasonably serves to mitigate these 294 

risks.[20]  295 

 The Company continues to face the conditions that the Commission pointed to in prior 296 

decisions finding that the EBA is in the public interest.  297 

 

 
18 In the Matter of the Application of Rocky Mountain Power for Approval of its Proposed Energy Cost Adjustment 

Mechanism, Docket No. 09-035-15, Report and Order at *65 (Mar. 2, 2011). 
19 In the Matter of the Application of Rocky Mountain Power for Approval of its Proposed Energy Cost Adjustment 

Mechanism, Docket No. 09-035-15, Order at *8 (Nov. 14, 2019).  
20 In the Matter of the Application of Rocky Mountain Power for Approval of its Proposed Energy Cost Adjustment 

Mechanism, Docket No. 09-035-15, Order at *7-8 (Nov. 14, 2019). 
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Q. Did Ms. Kelly participate in the proceedings when the Commission approved the 298 

EBA? 299 

A. Yes, she did. 300 

Q. What arguments was she making at that time? 301 

A. Ms. Kelly’s arguments were largely the same arguments she is offering now, arguments 302 

the Commission heard and did not find to be persuasive. Specifically, she argued: 303 

WRA opposes the ECAM proposed by Rocky Mountain Power 304 

because we do not believe an ECAM is in the public interest. 305 

Our primary concern is with the incentives and disincentives that 306 

an ECAM creates for long-run resource acquisition. These 307 

incentives and disincentives would advantage short-term 308 

wholesale market and fossil-fuel resources and disadvantage 309 

renewable resources and energy efficiency.21  310 

 As discussed below, Ms. Kelly’s argument today continues to be that she believes the 311 

EBA favors short-term wholesale market and fossil-fuel resources over renewable 312 

resources and long-term generation resources. Setting aside the fact that the Company 313 

has in recent years significantly increased the amount of renewable generation and 314 

other long-term generation resources, and that WRA’s primary reason for wanting the 315 

EBA eliminated is because it believes that will result in more renewable energy 316 

projects, Ms. Kelly’s argument ignores all of the benefits the EBA provides for both 317 

customers and the Company, and the reasons the Commission has repeatedly found it 318 

to be a valuable tool among the many tools the Commission uses to regulate the 319 

Company’s activities.  320 

 
21 In the Matter of the Application of Rocky Mountain Power for Approval of its Proposed Energy Cost Adjustment 

Mechanism, Docket No. 09-035-15, Direct Testimony of Nancy L. Kelly at *2-3 (Nov. 16, 2009).  
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1. Responses to DPU’s EBA Arguments 321 

Q. Do you have any initial points you want to make about DPU witness Mr. Smith’s 322 

EBA arguments? 323 

A. Yes. Mr. Smith acknowledges that the Legislature made the policy decision to 324 

eliminate the EBA sharing band, a decision he says “the Division accepts and abides 325 

by the Legislative determination that the lack of a sharing band is warranted if the 326 

program is otherwise in the public interest.”22 Thus, Mr. Smith makes clear that the 327 

elimination of the sharing band “does not form the basis of the Division’s conclusion 328 

that the EBA is not in the public interest.” 23 I agree that the elimination of the sharing 329 

band should not be considered by the Commission in assessing the EBA given the 330 

Legislature’s decision. 331 

Q. How do you respond to Mr. Smith’s claim that the EBA unreasonably shifts costs 332 

into the future? 333 

A. The premise of this claim by Mr. Smith is that, because the EBA is trued-up in a year 334 

after NPC costs have been incurred, the EBA forces “a future set of customers to pay 335 

(or receive a credit) for costs created by a prior, different set of customers, creating 336 

intergenerational inequities. New customers would unfairly be asked to pay for costs 337 

that some existing and past customers incurred.”24 I disagree with that view. The EBA 338 

better addresses intergenerational inequities than rate recovery without the EBA.  339 

  Prior to the EBA, NPC could be recovered only through a rate case. As such, if 340 

the Company incurred NPC costs in 2005, for example, and sought to recover those 341 

 
22 Phase I Direct Testimony of Gary Smith at lines 340-342. 
23 Id. at lines 337-338. 
24 Id. at lines 382-385.  
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costs through a general rate case in 2006, the very intergeneration problem Mr. Smith 342 

highlights would have been exacerbated, not improved. The elimination of this 343 

regulatory lag was one of the reasons the EBA was implemented. The EBA improves, 344 

rather than worsens, the risk that customers who have not caused costs will end up 345 

paying for them. Elimination of the EBA would either force the Company to file annual 346 

or more frequent rate cases (the avoidance of which was another reason the EBA was 347 

implemented) or, in the alternative, recover costs at a later time, knowing that the 348 

amount collected would be less accurate than the amount that is collected through the 349 

EBA process.  350 

  The Company acknowledges that, if in a rate case proceeding, the NPC base is 351 

set below the actual forecasted NPC costs, a larger differential will exist between the 352 

base NPC amount and actual costs determined through the true-up. However, in this 353 

case, given the magnitude of the increase and compounding effect of increasing base 354 

NPC with recovery of EBA, the Company believes the proposed mitigation to limit the 355 

base NPC while still recovering deferral balances in the EBA balances utility and 356 

customer interests. While we expect to continue to have a deferral balance going 357 

through the EBA, the rate change will not be as great in the near term if NPC stabilizes. 358 

The Company does not believe that approach is always the right approach, but, in this 359 

case, it is trying to do its best to balance a host of factors that could impact both 360 

customers and the Company. Company witness Mr. Mitchell also addresses the alleged 361 

cost shifting in his Phase I rebuttal testimony. 362 
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Q. How does Mr. Smith claim that the EBA fails to properly align management 363 

incentives? 364 

A. Mr. Smith argues that the EBA does not encourage cost controls. Specifically, he 365 

argues:  366 

[r]ather than maintaining traditional prospective ratemaking’s 367 

power to impose discipline on Company business decisions or 368 

lead to invocation of the Commission’s general ratemaking 369 

power when market conditions change in unmanageable ways, 370 

the EBA allows management to isolate a large set of costs while 371 

others may be fluctuating in a way favorable to the Company. 372 

One way this has manifested in Utah is infrequent general rate 373 

case filings.[25]  374 

In essence, Mr. Smith maintains that the EBA is removing more frequent rate case 375 

filings, which he says is the “one of the most important regulatory proceedings.”26 376 

Q. How do you respond to Mr. Smith’s claim that the EBA does not properly align 377 

management incentives? 378 

A. Before balancing mechanisms like the EBA were implemented throughout the United 379 

States, the oft-heard complaint of commissions and regulators was the frequency with 380 

which rate cases were being filed. In an environment of inflation, which has persisted 381 

throughout the country for most of modern history, frequent rate cases were the norm, 382 

as utilities strove to recover costs closer to what was actually being incurred. When the 383 

EBA was approved, one important reason for its implementation was to isolate those 384 

costs that were largely outside of the Company’s control, and allow them to be trued-385 

up annually, eliminate regulatory lag and avoiding the difficulty in predicting highly 386 

volatile fuel costs and market prices. Thus, the EBA allowed customers and the 387 

 
25 Id. at lines 406-411.  
26 Id. at lines 412-413. 
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Company to have a truer reflection of the variable costs as they were incurred. This is 388 

not a harm. It is a benefit. And the costs would not go away if the EBA did not exist; 389 

they would just be recovered in a different, and less precise way, the recovery of which 390 

would necessitate annual rate cases and the work such cases would require from the 391 

Commission and all parties.  392 

  What Mr. Smith appears to really be concerned about is the size of the EBA in 393 

more recent years. But that is not a function of overcharges or imprudent actions by the 394 

Company. As discussed by Company witness Mr. Mitchell in his Phase I direct 395 

testimony,27 the costs are largely the result of a number of market factors outside of the 396 

Company’s control. The Company does not benefit, as Mr. Smith suggests, because 397 

“costs . . . may be fluctuating in ways favorable to the Company.”28 The Company 398 

remains motivated to focus on the costs in can better control to try to earn its authorized 399 

return. Company witness Mr. Mitchell also addresses the allegation that the EBA does 400 

not properly align management incentives in his Phase I rebuttal testimony. 401 

Q. Why does Mr. Smith argue that the EBA allows the Company to manipulate 402 

proceedings and public information? 403 

A. He reiterates his claim that the Company appears to be benefitting from 404 

misunderstandings about the EBA in this proceeding. He says: 405 

Promoting that it had reduced its initial rate increase request 406 

while fully intending to collect all of its projected 2025 test year 407 

NPC through the EBA perpetuated a misunderstanding of the 408 

filing and made the Company appear responsive to concerns 409 

about its large proposed rate increase. Pushing unfavorable and 410 

objectionable cost increases out of sound, established rate 411 

making proceedings and into another mechanism, like the EBA, 412 

 
27 Phase I Direct Testimony of Ramon J. Mitchell, lines 96-134.  
28 Id. at lines 409-10. 
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to ease or guarantee cost recovery runs contrary to the objectives 413 

of sound utility management and regulation.[29] 414 

 

Q. What is your response to Mr. Smith’s argument? 415 

A. As an initial matter, the EBA is not an unsound utility regulation methodology. It has 416 

been in existence since 2009, approaching 20 years. It has never, during that period, 417 

been deemed to be an unsound or ineffective regulatory tool. As discussed by Company 418 

witness Mr. Mitchell in his Phase I rebuttal testimony, the vast majority of state 419 

commissions have implemented mechanisms like the EBA precisely for the same 420 

reasons this Commission implemented the EBA. This is also shown in Ms. Bulkley’s 421 

Phase I rebuttal testimony as 92 percent of the operating companies held by the proxy 422 

group are allowed pass through fuel costs and purchase power costs directly to 423 

customers without sharing bands. Mr. Smith’s assertion to the contrary is simply not 424 

consistent with modern utility regulation.  425 

In addition, as I explain above, the Company’s filing identifies the forecast NPC 426 

that the Company expects to incur during the test period to be fully transparent. 427 

Ultimately, however, that forecast is subject to volatility due to the dynamic fuel and 428 

purchase power markets in which the Company transacts to provide reliable and least-429 

cost service to customers. The Company’s proposal for the two-step rate change in the 430 

initial filing or the amended proposal to eliminate the second step given the increase in 431 

the EBA rate implemented in July 2024, was solely to address rate impacts. In no way 432 

does the Company expect that by obtaining recovery of prudently incurred actual NPC 433 

through the EBA the Company will somehow “ease or guarantee cost recovery.” In 434 

fact, if the Company’s full forecast doesn’t materialize, customers will be better off in 435 

 
29 Id. at lines 430-436. 
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that they didn’t have to upfront pay the costs of a forecast. In contrast, the Company is 436 

bearing the risk of financing and carrying the deferral balance.  437 

Moreover, the EBA goes through an extensive review process and has a longer 438 

review period than a GRC—300 days compared to 240 days for a GRC—and the 439 

Company bears the same burden of establishing the prudence of its actions. Just as in 440 

a rate case, parties in the EBA have the right to challenge those costs as imprudent, and 441 

in fact, have the benefit of reviewing actual costs, not just a forecast.  442 

  Finally, as discussed above, the Company has not engaged in misleading 443 

communications with customers about the reason for its amendment in this case. The 444 

Company responded to its original proposal to have rates increases occur in two steps, 445 

one in 2025 and one in 2026, and is now proposing to more gradually implement that 446 

increase. That is what the Company has communicated, and Mr. Smith does not cite to 447 

any evidence indicating that the Company has been attempting to mislead customers. 448 

It’s a bit confounding that the DPU doesn’t seem to find gradualism and minimizing 449 

rate shock as sound ratemaking principles. Company witness Mr. Mitchell also 450 

addresses the allegation that the EBA allows the Company to manipulate proceedings 451 

and information in his Phase I rebuttal testimony. 452 

Q. What does Mr. Smith say about difficulties associated with auditing the EBA? 453 

A. Mr. Smith asserts that the EBA is difficult to audit because of  454 

the Company’s current corporate structure, diverse multi-state 455 

service area, and its increasing involvement in energy market 456 

organizations. . . . The outage, trading, and hedging reviews 457 

alone are substantial and require a high degree of understanding 458 

and experience. . . .In addition, challenges of reconstructing 459 

market conditions to evaluate prudence require much of the 460 

Division’s resources and requires ongoing training 461 
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commensurate with the Company’s advancements and ongoing 462 

changes.[30]  463 

Q. What is your response to these concerns expressed by Mr. Smith? 464 

A. The Company does not disagree that its operations, like operations for all electric 465 

utilities operating in dynamic environments, are complex. To maintain reliable service 466 

with an on-demand, real-time product subject to constantly changing circumstances 467 

requires a high degree of expertise. But the diverse nature of our system and access to 468 

multiple markets positions allow the Company to maximize the ability to obtain least 469 

cost service for customers. So to the extent that PacifiCorp may be more complex than 470 

electric utilities, it is to our customers benefit, not a detriment. Additionally, the 471 

Company’s “corporate structure” and “diverse multi-state service area” has been in 472 

place for multiple decades so it’s perplexing as to why this would now be a rationale 473 

to eliminate the EBA. 474 

The Company has repeatedly worked with the DPU and others to connect them 475 

to key personnel to help educate and better understand how operations are handled. 476 

Setting that aside though, it is unclear how any of this would change if the EBA were 477 

eliminated. The Company would still be purchasing wholesale power in large quantities 478 

regardless of the EBA, it would still participate in energy market organizations (which 479 

the Company has shown in previous dockets to have saved hundreds of millions of 480 

dollars for customers), and the DPU would still have to review those transactions for 481 

prudence. It would just conduct that process through a general rate case (along with 482 

many other issues involved in that proceeding) instead of through the EBA (which is 483 

 
30 Phase I Direct Testimony of Gary Smith at lines 448-450, 453-455, 458-461. 
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focused on a more narrow set of costs). Company witness Mr. Mitchell also addresses 484 

the allegation that the EBA is difficult to audit in his Phase I rebuttal testimony. 485 

Q. Earlier you discussed one benefit of the EBA is reducing the need for frequent 486 

general rate cases. DPU witness Einfeldt states “A general rate case is an 487 

opportunity to improve the accuracy of rates, not a thing to be avoided.”31 How 488 

do you respond? 489 

A. The Company files general rate cases as needed. In periods of large capital expenditures 490 

and increasing costs, frequent general rate cases are often necessary to reflect the cost 491 

of new investment in rates. However, the Company has been able to stay out of general 492 

rate cases for the most part in the last decade and I believe this is a benefit to customers 493 

since between general rate cases the Company must work to find efficiencies to manage 494 

its costs. Given the rising net power costs, without the EBA the Company would likely 495 

have been in annual general rate cases. The Company does not avoid a general rate case 496 

when multiple cost pressures require rates to be reviewed and reset. However, absent 497 

an EBA the Company would have been filing annual general rate cases solely for net 498 

power cost. General rate cases are resource-intensive and frequent general rate cases 499 

remove the incentive for a utility to control its costs between rate cases.  500 

Q. How does Mr. Smith claim that the EBA charges ratepayers for errors that an 501 

unregulated power provider would not be able to recover? 502 

A. In essence, Mr. Smith is claiming that, in an unregulated environment, a private 503 

business would have to absorb some costs from its profit margin for such things as sunk 504 

costs, fees, penalties, or similar costs resulting from human errors.32 He claims that the 505 

 
31 Phase I Direct Testimony of Jeffrey S. Einfeldt at lines 47-48. 
32 Id. at lines 482-486. 
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EBA, by contrast, allows the Company to recover 100 percent of all costs so long as 506 

those costs are deemed prudent.33  507 

Q. Is Mr. Smith’s comparison accurate? 508 

A. No. Mr. Smith is comparing apples and oranges. One cannot compare cost recovery 509 

between a regulated and non-regulated company as he does. In the case of the 510 

Company, as a regulated utility with a duty to serve customers in its service territory, 511 

the Company does not have the luxury of choosing which products it provides and to 512 

whom. Nor can it charge what it chooses for those products or services. The Company 513 

must serve customers on terms and at rates set in its tariff approved by the Commission. 514 

And the EBA does not make that approval process any different than if the Company 515 

presented those costs for recovery through a general rate case. The costs would still 516 

have been incurred, and the Company would still have to prove that those costs were 517 

prudent. 518 

By contrast, a non-regulated entity can choose not to sell a product, or can 519 

increase prices to cover sunk costs, fees, penalties, and other negative economic 520 

consequences. If that company determined that a service line or group of customers 521 

were unprofitable, it could discontinue service or change the services parameters to 522 

reduce losses. The Company can do none of these things.  523 

There is simply no basis for Mr. Smith to claim that the Company recovers 524 

through the EBA amounts that it should not be permitted to recover. The Commission 525 

only allows the Company to recover those costs that the Company demonstrates, 526 

through a public process and to the Commission’s satisfaction, are prudent. Company 527 

 
33 Id. at lines 488-489.  
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witness Mr. Mitchell also addresses the allegation that the EBA allows the Company 528 

to recover errors from customers that a competitive firm could not in his Phase I rebuttal 529 

testimony. 530 

Q. How does Mr. Smith claim that the EBA allows significant changes to be made 531 

and large costs to be incurred without the Commission’s review? 532 

A. Mr. Smith maintains that the EBA allows the Company to make changes, such as 533 

changes regarding its hedging policy, before the Commission can review those changes 534 

for prudency, and still effectively be guaranteed recovery of any associated costs.34 He 535 

claims that the Company would not take this kind of a risk in the absence of the EBA.35 536 

Q. What is your response to this assertion? 537 

A. Mr. Smith’s argument is not logically correct or factually supported. Company witness 538 

Michael G. Wilding, in his Phase I rebuttal testimony, responds to the DPU’s assertions 539 

around the Company’s hedging policy but I will comment on the characterization that 540 

the decision to make changes to the hedging policy was tied to the existence of the 541 

EBA. Company management is responsible for operating this utility and it understands 542 

that its actions and decisions will be subject to review by our regulators for a 543 

determination about whether or not those actions and decisions were in the public 544 

interest, regardless of the procedural forum. Just because the Company implements a 545 

hedging policy that is reviewed as part of the EBA does not mean that the Company 546 

does not risk being denied recovery if the implementation of that policy, or any costs 547 

incurred in pursuit of that policy, are deemed by the Commission to be imprudent. To 548 

the contrary, in the most recent EBA proceeding, Docket No. 24-035-01 in Utah and 549 

 
34 Id. at lines 515-520. 
35 Id. at lines 521-522. 
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similar proceedings in other states, intervenors have regularly challenged the recovery 550 

of hedging costs and similar costs associated with NPC.36 While that same review 551 

would exist if those costs were recovered through a general rate case, there is no merit 552 

to Mr. Smith’s argument that the Company is somehow guaranteed recovery of hedging 553 

costs simply because those costs are sought to be recovered through the EBA. 554 

  Further, Mr. Smith provides no evidence that the Company is effectively 555 

guaranteed recovery of EBA-related costs incurred in compliance with changes made 556 

to Company policies in any event. The Commission has historically reduced some of 557 

the costs the Company has sought to recover through the EBA, including on grounds 558 

that those costs were deemed to be imprudent. Company witness Mr. Mitchell also 559 

addresses the allegation that the EBA allows significant changes and large costs before 560 

Commission review in his Phase I rebuttal testimony. 561 

 2. Response to WRA’s EBA Arguments 562 

Q. Do you have any overall comments regarding WRA’s criticisms of the EBA? 563 

A. Yes, WRA’s conclusions are based on erroneous analyses of the Company’s data that 564 

is addressed in detail by Company witness Mr. Mitchell in his Phase I rebuttal 565 

testimony. 566 

Q. Please summarize WRA witness Ms. Kelly’s main concern about the EBA. 567 

A. Ms. Kelly argues that utilities, like the Company, have numerous reasons why they 568 

might delay resource acquisition or capital investment decisions in favor of relying on 569 

 
36 For example, in the Company’s recently concluded 2022 Washington Power Cost Adjustment Mechanism 

proceeding, which was contested, there was a challenge to the Company’s hedging policy and the Washington 

Utilities and Transportation Commission concluded that “PacifiCorp’s system-wide hedging practices provide 

more economic benefit and more advantageous costs and power prices for Washington ratepayers.” See, In the 

Matter of the Petition of PacifiCorp d/b/a Pacific Power &Light Company, 2022 Power Cost Adjustment 

Mechanism Annual Report, Docket No. UE-230482, Order 07 at ¶123 (Oct. 30, 2024). 
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wholesale market purchases, “including but not limited to industry uncertainty, risk of 570 

cost recovery, and other financial concerns.”37 With the EBA in place, she argues, “the 571 

consequences of delay falls on PacifiCorp customers, not on PacifiCorp’s 572 

shareholders.”38 She goes on to state: 573 

The electric industry is facing a number of uncertainties 574 

regarding the impact of various state and federal policies, and 575 

sorting out the best path forward can take time. With the EBA in 576 

place, shareholders are unlikely to be seriously harmed by 577 

delaying resource acquisition and increasing the proportion of 578 

the utility’s load obligation that is met through market resources, 579 

despite tightening supplies and increasing risk in those markets. 580 

Since the cost consequence will be borne by customers, the 581 

uncertainty itself may result in a preference by PacifiCorp’s 582 

managers to take a “wait-and-see” approach and to meet 583 

growing load obligations with short-term market transactions.[39] 584 

Q. How do you respond to this argument by Ms. Kelly? 585 

A. Ms. Kelly’s argument ignores the complexity of making long-term resource decisions. 586 

She also assumes, without support, that the Company has simply decided to purchase 587 

market power, regardless of whether that is the best option for providing electric service 588 

to customers and rather than making a proper resource assessment. That assumption is 589 

untrue. In their Phase I rebuttal testimony, Company witness Mr. Mitchell rebuts Ms. 590 

Kelly’s characterization that the Company has increase market reliance and Company 591 

witness Mr. Rick T. Link responds to her allegations that the EBA has influenced our 592 

long-term resource decisions.  593 

  Ms. Kelly’s argument is premised upon the assumption that, if the EBA did not 594 

exist, the Company would have chosen to make more capital investment in long-term 595 

 
37 Phase I Direct Testimony of Nancy L. Kelly at lines 368-371.  
38 Id. at lines 371-372. 
39 Id. at lines 373-380. 
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generation assets, and particularly renewable resources, rather than relying to the extent 596 

it does on wholesale market purchases. But Ms. Kelly does not provide any factual 597 

basis to believe that, if the EBA did not exist, the Company would not participate in 598 

the market-based transactions as it does. Nor does she provide any analysis that would 599 

show that, if the Company decided to construct or acquire long-term generation 600 

resources, that action would result in customers paying less in rates. The very economic 601 

pressures that are causing market power to become more expensive also impact the 602 

costs of constructing or acquiring Company-owned generation resources. Supply and 603 

demand factors and inflation influence, for example, fuel costs, material costs, labor 604 

costs, financing costs, and other project-related costs, and have the effect of making 605 

capital investments more expensive. When that concern is added to the uncertainties 606 

created by environmental compliance issues, legal impediments, the risk of legal action 607 

to close generation resources, and other similar concerns, Ms. Kelly’s argument boils 608 

down to a view that she wants there to be a different resource mix. But she has not 609 

taken the Company’s resource mix and shown that it is improper given all of the 610 

relevant considerations.  611 

The Company routinely and frequently analyzes its resource mix to attempt to 612 

find the most cost-effective way to serve customers. It does this through integrated 613 

resource plans, economic analyses, and other assessment as market conditions change 614 

and fluctuate. Ms. Kelly provides no evidence that the Company or its management has 615 

simply decided, regardless of what is best for customers, to use market purchases 616 

simply because the cost of that power will be recovered through the EBA rather than 617 

in a general rate case. Indeed, the best she can say is that the market uncertainties she 618 
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notes “may result in a preference by PacifiCorp’s managers to take a ‘wait-and-see’ 619 

approach to meeting growing load obligations with short-term market transactions.”40 620 

  Ms. Kelly’s argument is also inconsistent with her acknowledgment that 621 

“[m]anagement is in the best position to understand the trade-offs posed by ever-622 

changing circumstance.”41 Ms. Kelly, while admitting that management knows best 623 

how to manage the market trade-offs to make decisions about what resource mix is 624 

best, indicates that the Commission should provide management with that deference. 625 

This is contrary to the Commission’s longstanding articulation of how it assesses the 626 

prudence of a utility’s resource decisions: 627 

In reviewing utility decisions for prudence, the Commission 628 

must analyze the decision-making process in light of the 629 

circumstances and the facts the utility knew or reasonably 630 

should have known at the time of the decision. We do not 631 

substitute our judgment in hindsight for the reasonable decisions 632 

made by management, nor do we determine that a reasonable 633 

decision is imprudent merely because we conclude that a better, 634 

reasonable alternative was available for consideration or 635 

action. 636 

In another proceeding in which we determined whether a utility 637 

confronted with an operating challenge properly identified and 638 

analyzed the range of feasible actions, questions also raised by 639 

Sierra Club in this case, we noted: “In making this 640 

determination, we believe that ratepayers are best served by 641 

reserving wide latitude to utilities’ managerial experience and 642 

technical expertise. We therefore do not promulgate a checklist 643 

of actions which, if followed, might inoculate a utility’s action 644 

against a finding of imprudence. Instead, we apply the statutory 645 

criteria specified in Utah Code Ann. § 54-4-4. This subsection 646 

specifically provides that in considering prudence of a utility’s 647 

actions, the Commission shall “focus on the reasonableness of 648 

the expense … judged as of the time the action was taken” and 649 

shall “determine whether a reasonable utility, knowing what the 650 

utility knew or reasonably should have known at the time of the 651 

action, would reasonably have incurred all or some portion of 652 

 
40 Id. at lines 379-380 (emphasis added). 
41 Id. at lines 550-551. 
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the expense, in taking the same or some other prudent action.”[42] 653 

 Using its expertise, the Company should be able to determine how best to satisfy 654 

customer power needs, and in the absence of evidence showing that the Company has 655 

made an imprudent decision in that regard, should recover its costs for satisfying those 656 

needs. Its doing so is not a basis to change or eliminate the EBA. 657 

Q. Ms. Kelly argues that the Company’s decision to cancel the 2022AS RFP was a 658 

shareholder-driven decision and implies that the cancellation would not have 659 

occurred if the EBA did not exist. Do you agree? 660 

A. No. Ms. Kelly acknowledges the reasons the Company cancelled the 2022AS RFP, 661 

which consisted of EPA-related concerns, the need to address in the immediate future 662 

wildfire risks across six states, and evolving extreme weather considerations, all of 663 

which injected uncertainty into the nature of the investments the Company would 664 

pursue.43 In his Phase I rebuttal testimony, Company witness Mr. Link explains why 665 

Ms. Kelly’s arguments regarding the cancelation of the 2022AS RFP are incorrect.  666 

Q. Ms. Kelly asserts that the increase in NPC is due to the Company’s failure to invest 667 

in more long-term resources. How do you respond to that assertion? 668 

A. Again, Ms. Kelly ignores that the Company would make market purchases regardless 669 

of the existence of the EBA, and that items such as fuel costs, transportation costs, and 670 

other operating costs would increase with more generation resources, unless the 671 

Company only invested in renewable resources. The Company has significantly 672 

invested in renewable resources, an approach that itself has not satisfied all 673 

 
42 In the Matter of the Application of Rocky Mountain Power for Authority to Increase its Retail Electric Utility 

Service Rates in Utah and for Approval of its Proposed Electric Service Schedules and Electric Service 

Regulations, Docket No. 10-035-124, Report and Order at *42-43 (Sept. 13, 2011) (emphasis added).  
43 Phase I Direct Testimony of Nancy L. Kelly at lines 501-509.  
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constituents. The Company constantly attempts to strike the right balance between what 674 

resource mix is best given the market conditions. But to suggest that NPC would not 675 

increase if the Company constructed or acquired new generation assumes that the 676 

Company would not be purchasing additional fuel, such as natural gas, the prices of 677 

which have been affected by inflation and market volatility. Indeed, Ms. Kelly 678 

acknowledges that “[t]he costs of owned generation have risen significantly with the 679 

rise in fuel prices.”44 She just claims that, during the current period, short-term 680 

wholesale prices have risen faster. But that does not mean that market prices will 681 

always outpace the costs of a long-term investment in Company-owned generation.  682 

  Further, Ms. Kelly ignores Company witness Mr. Mitchell’s Phase I direct 683 

testimony, which attributes the growth in market purchases to coal supply constraints 684 

in Utah, a decrease in generation at the Chehalis plan due to the Washington Cap and 685 

Invest Program, and low hydroelectric generation on the Klamath River, among other 686 

things.45 Refusing to accept his explanations, she states: “A more reasonable 687 

explanation is the increase in market reliance, generally.”46 Mr. Mitchell’s Phase I 688 

rebuttal testimony addresses Ms. Kelly’s specific criticisms of Company witness Mr. 689 

Mitchell’s direct testimony, but her main point—that the Company has made a 690 

conscious decision to invest in less Company-owned generation because of the 691 

existence of the EBA—is not supported.  692 

 

 
44 Id. at lines 683-684. 
45 Phase I Direct Testimony of Ramon J. Mitchell, lines 112-134.  
46 Phase I Direct Testimony of Nancy L. Kelly, lines 710-711. 
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Q. Does the Company agree with Ms. Kelly’s recommendation to initiate a new 693 

docket to explore alternatives to the EBA? 694 

A. No. The Company believes there is no reason to reassess the EBA at this time. It has 695 

been implemented for many years and has worked to provide benefits to both customers 696 

and the Company. The recent economic instability caused by world events, inflation, 697 

and price volatility and the associated increase in costs will not go away if the EBA is 698 

eliminated. The costs will still exist, they will just be dealt with in a less efficient and 699 

less accurate manner. Ms. Kelly offers no justification for changing the EBA than she 700 

offered nearly twenty years ago, when her concerns were deemed unpersuasive.  701 

IV. RESPONSES TO INTERVENOR CONCERNS REGARDING SCHEDULE 92, 702 

THE INSURANCE COST ADJUSTMENT 703 

Q. What were parties’ responses to the Company’s request that the Commission 704 

allow the Company to recover liability insurance costs through Schedule 92?  705 

A. DPU witness Mr. Einfeldt expresses the view that excess liability insurance does not 706 

warrant special treatment through Schedule 92 or the establishment of the ICA.47 He 707 

asserts that, “[s]egregating one set of costs that may change between rate cases from 708 

the many other costs that also change is not in the public interest, especially in the 709 

absence of statutory support for such a separate mechanism.”48 He argues that the 710 

Company’s “incentive to act efficiently and seek the best insurance rates and alternative 711 

strategies to control for wildfire risks would be substantially curtailed while it achieves 712 

savings in other areas it may keep,” such as with regard to property tax appeals, and 713 

maintains that, if insurance rates are particularly volatile, the Company can simply file 714 

 
47 Phase I Direct Testimony of Jeffrey S. Einfeldt at lines 21-29, DPU Ex. 10.0. 
48 Id.at lines 27-29. 
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more frequent rate cases.49 Finally, Mr. Einfeldt states that, if the Commission believes 715 

it is necessary to implement a surcharge to collect incremental results separate from a 716 

rate case, it should do that through a temporary measure, not establishing a permanent 717 

mechanism.50  718 

Similarly, UAE witness Mr. Higgins recommends against the adoption of the 719 

ICA, arguing that the ICA “would be used as a mechanism to change the revenue 720 

recovered from customers for wildfire excess liability insurance costs or self-insurance 721 

costs between rates cases,” and he is “concerned that the ICA would result in an open-722 

ended cost obligation for customers.”51 723 

OCA witness Ms. Anderson expresses the view that it is premature to allow 724 

PacifiCorp to recover costs through the ICA because the Company is still working 725 

through the stakeholder process, and it is unclear what will be the most economical 726 

combination of commercial and self-insurance.52 She argues that the ICA should await 727 

further evaluation by the Commission. 728 

WRA witness Mr. Boothman questions the Company’s procurement process 729 

for commercial insurance and the Company’s proposed ICA would dilute efficient 730 

market signals and could become a “significant opportunity for moral hazard with 731 

respect to utility cost management.”53 Mr. Boothman recognizes that the Company 732 

must carry adequate insurance against the risk of wildfire liabilities and states the ICA 733 

may be reasonable if the Company provides additional details of a more comprehensive 734 

 
49 Id. at lines 36-39, 44-45. 
50 Id. at lines 51-55. 
51 Phase I Direct Testimony of Kevin C. Higgins at lines 1121-1123, 1131-1132.  
52 Phase I Direct Testimony of Alyson Anderson at lines 153-157. 
53 Phase I Direct Testimony of Karl Boothman at lines 420-421. 
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mechanism. He concludes that the Commission should carefully consider whether a 735 

rider for liability insurance premiums is in the public interest.  736 

Finally, FEA witness Mr. Gorman contends that the ICA should be rejected 737 

because, according to him, “[d]ue to the significant increase in excess liability 738 

premiums, Utah’s efforts to mitigate RMP's wildfire risks and damage claims, and 739 

provide the utility the ability to manage wildfire liability exposure with a self-insurance 740 

reserve, including the fire fund, the ICA mechanism to track changes in Utah’s 741 

allocated share of excess liability premium costs is not reasonable.”54 In the interim, he 742 

recommends that the Company’s “estimated test year excess liability premium costs of 743 

$92.941 million be built into test year cost of service, but RMP should be directed to 744 

investigate its Utah wildfire risk exposure going forward, and the jurisdictional 745 

coverage limit options, including self-insurance, should be explored in more detail.”55  746 

Q. What is your response to these intervenor concerns? 747 

A. First, the Company is not seeking approval of a mechanism or plan in this general rate 748 

case proceeding for how to address liability insurance going forward. Rather, the 749 

Company is seeking approval of the ICA to more readily isolate the costs in rates to 750 

facilitate the potential to incorporate self-insurance in the future, and potentially before 751 

the next general rate case. If the Commission approves an insurance mechanism in a 752 

future proceeding, funds collected from rates via the ICA could be shifted away from 753 

paying commercial insurance premiums (if costs were excessive and/or coverage levels 754 

sufficiently diminished) and toward funding a self-insurance reserve. The 755 

Commission’s authorization of recovery through an ICA in this case would have two 756 

 
54 Phase I Direct Testimony of Michael P. Gorman at 22:18-23:1. 
55 Id. at 23:1-5. 
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advantages over continued collection of excess liability insurance expenses in base 757 

rates.  758 

First, authorizing the ICA in this case would offer the Commission and the 759 

Company more flexibility sooner if the insurance market makes commercial insurance 760 

unreasonably expensive or insufficiently available. Second, establishing the ICA as a 761 

separate insurance recovery tariff would facilitate Commission approval of a self-762 

insurance vehicle in a future insurance mechanism proceeding. The Company could 763 

implement a Commission order approving self-insurance without the need to revisit or 764 

amend the rates and tariffs approved in this proceeding that contemplate recovery only 765 

in base rates. If the Commission chose not to implement a self-insurance vehicle, there 766 

would be no impact on customers’ rates. As I stated in my direct testimony, allowing 767 

collection of insurance expense through the ICA in this proceeding neither increases 768 

nor decreases the amount of deferred or ongoing insurances expense included in 769 

customer rates. In either scenario, approved rates would include only recovery for 770 

currently deferred and forecasted ongoing insurance expenses. Approval of the creation 771 

and funding of a self-insurance mechanism would await a future Commission order.  772 

Moreover, given the Commission’s decision to address these costs through a 773 

phase III of this proceeding, establishing rates for recovery through a separate tariff 774 

will be easier to implement than adjusting all base rate service schedules  775 

Finally, with regard to Mr. Gorman’s testimony, he appears to be unaware of 776 

developments before the Commission concerning wildfire mitigation efforts and excess 777 

liability insurance premiums in other dockets. Much of what he observes or is 778 

concerned about is already being addressed by the Commission, including such things 779 
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as the risk factor for cost causation and whether fires have happened in Utah versus 780 

other states.  781 

V.  SO ALLOCATION FACTOR FOR WILDFIRE 782 

Q. DPU witness Thomas A. D’Ambrosia addresses the allocation of various operating 783 

and maintenance (“O&M”) expenses using the SO Factor. What is the SO Factor? 784 

A. The SO Factor is calculated using system overhead costs, which encompass System 785 

Capacity costs, System Energy costs, and System Gross Plant Distribution costs. As 786 

their titles suggest, these expenses support the overall system involved in generating 787 

and transmitting power. The SO Factor is used to allocate certain O&M costs among 788 

all customers in the Company’s six-state jurisdictions. 789 

Q. What is Mr. D’Ambrosia’s position regarding the SO Factor? 790 

A. Mr. D’Ambrosia acknowledges that using the SO Factor has been the standard for 791 

many years to allocate wildfire-related costs. He now argues, though, that because of 792 

the “dramatic and significant changes occurring with the major wildfires related [sic] 793 

costs,” “historic cost allocations related to wildfires are no longer appropriate.”56 794 

Mr. D’Ambrosia alleges that most of the wildfire claims in the Company’s system 795 

occurred outside of Utah, and thus “Utah claims represent only 0.27% of the total 796 

known/estimated claims.”57 He then concludes that “Utah should not bear almost 45% 797 

of the major wildfire related costs just because it is the largest service area (based on 798 

‘SO’ factors) in the system.”58 Mr. D’Ambrosia does not make a specific 799 

 
56 Phase I Direct Testimony of Thomas A. D’Ambrosia at lines 591-592, 594. 
57 Id. at lines 612-613. 
58 Id. at lines 619-621. 
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recommendation regarding what the Commission should do in lieu of allocating costs 800 

according to the SO Factor.  801 

Q. How do you respond? 802 

A. The Company’s insurance coverage benefits all states by providing financial protection 803 

to the utility for excess liability claims, including those related to wildfire. The location 804 

of events for which the Company may make claims is not constant and while the recent 805 

history for claims are outside of Utah, that has not always been the case. 806 

Mr. D’Ambrosia is taking a snapshot of the Company’s claims in one specific area, 807 

which of course will show certain perceived inequalities in cost sharing at any given 808 

time. 809 

As discussed in the direct testimony of Company witness Frank Graves, the 810 

increase in wildfire risk around the west has grown substantially in recent years.59 Utah 811 

itself has remained a high priority for the Company’s wildfire mitigation efforts given 812 

its geography, population centers, and climate. In fact, the fire high consequence areas 813 

between the Company’s 2020-2022 Utah Wildfire Mitigation Plan (“WMP”)60 and its 814 

2023-2025 Utah WMP increased by 1,406 miles.61 The need for insurance for potential 815 

claims across all of the states, including Utah, remains a necessary cost of doing 816 

business. Absent another proposal that could be agreed on by all states, the SO Factor 817 

remains the most reasonable allocation for the current costs. Various costs have always 818 

been and always will be shared across the service territory.  819 

 
59 Phase I Direct Testimony of Frank Graves, lines 152-344. 
60 The terms “wildland fire protection plan” and “wildfire mitigation plan” are synonymous. 
61 Rocky Mountain Power’s 2023 Utah Wildland Fire Protection Plan, Docket No. 23-035-44, 2023-2025 Utah 

Wildland Fire Protection Plan at 17-25 (Feb. 28, 2024). 
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While Mr. D’Ambrosia disputes using the SO Factor for wildfire-related cost 820 

allocations, he does not present an alternative. Nor is this proceeding the right place to 821 

address that issue. He acknowledges that PacifiCorp’s 2020 Protocol mandates usage 822 

of the SO Factor to allocate system overhead costs.62 This issue is one that should only 823 

be addressed, if at all, through the next allocation methodology. The SO Factor is the 824 

approved factor for allocating wildfire costs, and the Company has followed that 825 

allocation requirement in its materials in this general rate case.  826 

VI. RESPONSE TO CLIMATE CHANGE INTERVENOR TESTIMONY 827 

Q. UCE witness Dr. Logan E. Mitchell recommends “that the Commission evaluate 828 

and consider the imbalance of costs and risks shared between ratepayers and the 829 

Company and shareholders for recovery of proposed costs associated with climate 830 

risk.”63 Does he make any specific recommendations to address this perceived 831 

concern? 832 

A. No, he does not. 833 

Q. How do you respond to UCE witness Dr. Mitchell’s generalized claim that the 834 

Commission should evaluate and consider the alleged imbalance of costs and risks 835 

between customers and the Company regarding climate risk? 836 

A. The Company recognizes the effects of climate change and is actively taking steps 837 

towards net-zero emissions.64 The Company has added a significant amount of non-838 

emitting energy sources, including wind projects included in this case. But it must 839 

balance any transition with maintaining reliability, rate impacts on customers and the 840 

 
62 Id. at lines 556-562. 
63 Phase I Direct Testimony of Logan Mitchell, Ph.D. at lines 326-328. 
64 See, e.g., 2023 Integrated Resource Plan; press release https://www.pacificorp.com/about/newsroom/news-

releases/2023-integrated-resource-plan.html. 

https://www.pacificorp.com/about/newsroom/news-releases/2023-integrated-resource-plan.html
https://www.pacificorp.com/about/newsroom/news-releases/2023-integrated-resource-plan.html
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Company’s financial stability. In this rate case, the Company has considered the 841 

balance of costs and risks shared between customers and shareholders and has sought 842 

to propose the lowest rates possible for customers. For example, as I discussed in my 843 

Phase I direct testimony, the Company faces rising insurance costs due to the effects of 844 

climate change and the increased wildfire risk, as UCE witness Dr. Mitchell points 845 

out. The Company is seeking to develop a new insurance mechanism to better address 846 

the allocation of insurance costs and ultimately lower rates for customers.65 Through 847 

this and other methods, the Company is working to do exactly what UCE witness Dr. 848 

Mitchell seeks: to “balance [costs and risks] between the Company, its shareholders, 849 

and ratepayers.”66  850 

  Setting that aside, the Company also notes that UCE witness Dr. Mitchell does 851 

not acknowledge that a large majority of the risks created by climate change are risks 852 

the Company has no ability to control. It cannot, for example, change federal and state 853 

management of forest areas, cannot reduce carbon emissions from other entities, is 854 

unable to control wildfire mitigation efforts that are not within its purview, and cannot 855 

prevent third-party actions that cause wildfires. The Company’s wildfire mitigation and 856 

insurance efforts in this case seek to address the actions and efforts the Company can 857 

impact, and those efforts are being undertaken to allow the Company to remain 858 

financially viable so that it can continue to provide safe and reliable service to 859 

customers.  860 

 

 
65 See Direct Testimony of Joelle R. Steward at lines 633-749. 
66 Phase I Direct Testimony of Logan Mitchell, Ph.D. at lines 369-370. 
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Q. WRA witness Mr. Boothman also points to climate change which he attempts to 861 

draw a connection to the Company’s ICA, stating “PacifiCorp is foregoing near 862 

term opportunities to reduce greenhouse gas emissions and reliance on costly 863 

fossil fuels while it works to address wildfire liability. The ICA proposal is another 864 

tool to help the company manage wildfire risks, but it is unclear to what extent it 865 

will mitigate risk for customers, and my concern is that it will exacerbate risk for 866 

customers.”67 Do you agree? 867 

A. As Company witness Richard J. Garlish discussed in his direct testimony, the need for 868 

financial stability of the utility is necessary before it can undertake new investments. 869 

Addressing wildfire risk is paramount to that financial stability. Mr. Boothman is 870 

correct that insurance is only one tool but he fails to acknowledge that the Company is 871 

not relying on just one tool to address the risk of wildfires or the financial stability of 872 

the Company. As Mr. Garlish noted, the Company is comprehensively addressing the 873 

risk and financial stability with wildfire mitigation efforts and cash management 874 

efforts. But the Company also needs regulatory and stakeholder support that includes 875 

timely cost recovery to be able to adequately be prepared to move forward with new 876 

investments.  877 

 

 

 

 

 

 
67 Phase I Direct Testimony of Karl Boothman at lines 214-218. 
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VII. INCLUSION OF WASHINGTON CCA COSTS IN REVENUE 878 

REQUIREMENT 879 

Q. UAE Witness Kevin C. Higgins and DPU witness Dan F. Koehler recommend 880 

disallowing the Washington CCA costs from the Utah test period revenue 881 

requirement.68 Can you provide an overview of what the Washington CCA costs 882 

are? 883 

A. Yes. The Washington Legislature passed the Climate Commitment Act in 2021 to 884 

reduce carbon pollution. The program went into effect at the beginning of 2023. As 885 

explained in Company witness Mr. Mitchell’s direct testimony, “the Company [is 886 

required] to purchase [greenhouse gas, or “GHG”] allowances for any GHG emissions 887 

output within the state of Washington for export outside the state of Washington.”69 As 888 

it relates to the Company, this program only applies to the Company’s Chehalis plant, 889 

and thus for any energy exported to Utah from the Chehalis plant, “there is an 890 

incremental $/MWh cost based on the GHG allowance price for the test period.”70 891 

While this program does increase NPC by $29 million, that cost impact on Utah “is 892 

identical to the impact of costs associated with initiatives like wind taxes and coal fuel 893 

taxes that increase Company NPC.”71  894 

Q. Why does Mr. Higgins argue to exclude these costs from the revenue requirement? 895 

A. Mr. Higgins believes it is “unduly discriminatory for ratemaking purposes” to allow 896 

these costs from the Chehalis plant to be included in Utah rates.72 Mr. Higgins argues 897 

 
68 Phase I Direct Testimony of Kevin C. Higgins at lines 1060-1072; Phase I Direct Testimony of Dan F. Koehler 

at lines 373-423. 
69 Direct Testimony and Exhibits of Ramon J. Mitchell at lines 346-348. 
70 Id. at lines 352-353. 
71 Id. at lines 361-363. 
72 Phase I Direct Testimony of Kevin C. Higgins at line 1065. 
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that the CCA is a State-Specific Initiative under the 2020 Protocol, and thus the 898 

resulting costs, he contends, should not implicate Utah rates. 899 

Q. Why does Mr. Koehler argue to exclude these costs from the revenue 900 

requirement? 901 

A. Mr. Koehler argues that Utah customers should not be required to pay for a state-902 

specific initiative that benefits Washington customers while shifting 100 percent of the 903 

cost burden to customers in other states. Because the CCA was enacted after the 904 

adoption of 2020 Protocol, he argues that the CCA costs are not covered under 2020 905 

Protocol. He recommends that direct allowance costs should be situs assigned to 906 

Washington.  907 

Q. Do you agree with either Mr. Higgins’ or Mr. Koehler’s arguments? 908 

A. No. First of all, as Company witness Mr. Mitchell explained in his Phase I direct 909 

testimony, “the absence of any generation from the Chehalis plant would result in an 910 

increase to NPC, relative to the status quo of the Washington Cap and Invest Program, 911 

due to replacement energy being sourced from market purchases, which are more 912 

expensive than the cost of fuel and GHG allowances combined.”73 Thus, by arguing 913 

for these costs to be removed from the Utah revenue requirement, both Mr. Higgins 914 

and Mr. Koehler are arguing that Utah customers should pay more for power than what 915 

they would pay for the power currently obtained from the Chehalis plant.  916 

Disallowing recovery of the compliance costs penalizes the Company for 917 

complying with Washington law. UAE and DPU do not dispute that the Company is 918 

required to obtain emission allowances for Chehalis generation and do not recommend 919 

 
73 Direct Testimony of Ramon J. Mitchell at lines 235-239. 
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that the Commission remove the benefit of Chehalis generation from Utah rates. If Utah 920 

customers are going to receive the benefits of Chehalis, then Utah customers need to 921 

pay the costs to generate those benefits. And if Utah customers do not want to pay 922 

compliance costs for Chehalis, then it is reasonable for Utah customers to not receive 923 

the benefits of Chehalis’ generation. 924 

Q. Is UAE’s and DPU’s recommendations that Utah customers not pay compliance 925 

costs consistent with your understanding of how other environmental compliance 926 

costs are allocated to Utah customers? 927 

A. No. All the Company’s generation resources incur various types of environmental 928 

compliance costs and generation taxes, many of which are imposed by the state where 929 

the resource is located. These include costs like the Wyoming wind tax and the cost of 930 

emission control equipment installed at the Company’s Wyoming and Utah coal plants. 931 

These direct impacts to generation are consistently system allocated and Utah 932 

customers pay these environmental compliance costs and generation taxes incurred by 933 

resources that are used to serve Utah customers, just like customers in other states pay 934 

costs imposed by Utah on Utah-located facilities. Adopting these parties’ position here 935 

sets a poor precedent for other existing and future environmental compliance costs 936 

imposed by Utah or any other state on generating resources located in those states.  937 

Q. How are generation taxes, like the Cap and Invest Program compliance costs, 938 

allocated under the 2020 Protocol? 939 

A. Section 3.1.7 of the 2020 Protocol applies to the generally applicable compliance costs 940 

associated with purchasing GHG allowances for the Chehalis plant. Section 3.1.7 states 941 

that generation-related dispatch costs and generation- and fuel-related taxes are 942 
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allocated using the System Generation, or SG, allocation factor.74 Here, the Cap and 943 

Invest Program is a generation tax because there is no compliance obligation if there is 944 

no generation, and the amount of the compliance obligation is determined by the 945 

amount of generation.75 Because the GHG allowance costs imposed by the Washington 946 

Cap and Invest Program are appropriately characterized as a generation-related tax, or 947 

a dispatch cost, imposed by Washington on generation from Chehalis, the emission 948 

allowance costs are appropriately allocated using the SG allocation factor. In this way, 949 

the Washington emission allowances are treated the same as other state-imposed 950 

generation taxes, like the Wyoming wind tax.  951 

Q. UAE argues that Utah customers should not pay Cap and Invest Program 952 

compliance costs because the program “appears to most resemble a State-Specific 953 

Initiative” in the 2020 Protocol, which according to Section 5.7 should be situs 954 

assigned.76 How do you respond? 955 

A. The Company disagrees with UAE’s characterization. As an initial matter, state laws 956 

impact costs allocated to other states on a regular basis. For example, when Wyoming 957 

imposes a tax on wind generation or property tax on land on which a coal plant is 958 

located, those taxes are paid by customers in other states. Here, the Cap and Invest 959 

Program imposes a generally applicable generation tax on Chehalis generation, which 960 

is used to serve Utah customers as a valuable source of dispatchable generation. 961 

 
74 In the Matter of the Application of Rocky Mountain Power for Approval of the 2020 Inter-Jurisdictional Cost 

Allocation Agreement, Docket No. 19-035-42, Exhibit RMP___(JRS-1) 2020 Protocol, lines 216-235 (Dec. 3, 

2019). 
75 See RCW 70A.65.010(1) (defining “Allowance” as “an authorization to emit up to one metric ton of carbon 

dioxide equivalent”). 
76 Direct Testimony of Kevin C. Higgins at lines 1069-1072 (Mr. Higgins cites the wrong section on state-specific 

initiatives in his testimony. Section 5.7 deals with the post-2020 Protocol issues and not costs that occur while 

the 2020 Protocol is in place). 
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Therefore, the Cap and Invest Program costs are appropriately paid by Utah customers 962 

as a generation tax like all other system-allocated taxes. In this way, the Cap and Invest 963 

Program is no different from other compliance requirements imposed on resources in 964 

other states, including Utah.  965 

While it is true that the 2020 Protocol situs-assigns certain “state-specific 966 

initiatives,” those programs are very different from the generally applicable generation 967 

tax imposed by the Cap and Invest Program. Section 3.1.2.1 of the 2020 Protocol 968 

specifically lists examples of state-specific costs that are situs assigned and those 969 

programs include demand response programs, resources acquired to comply with a 970 

state’s portfolio standards, incentive programs, net-metering tariffs, capacity standard 971 

programs, solar subscription programs, electric vehicle programs, and acquisition of 972 

renewable energy certificates.77  973 

Q. How do you address Mr. Koehler’s claim that because the CCA was enacted after 974 

the 2020 Protocol, the CCA allowances costs should be situs assigned to 975 

Washington? 976 

A. Taken to its logical conclusion, the Company and stakeholders across its six state 977 

jurisdictions would need to enter into a new allocation agreement annually. Given the 978 

time and effort it takes to negotiate these agreements, the argument is nonsensical as 979 

the new allocation agreement would lag years behind the enactment of state or federal 980 

laws or regulations and the Company incurring costs. I have explained above how the 981 

 
77 2020 Protocol at 8 (Section 3.1.2.1) (State-Specific Initiatives: Costs and benefits associated with Interim Period 

Resources acquired in accordance with a State-specific initiative will be allocated and assigned on a situs basis to 

the State adopting the initiative. State-specific initiatives include, but are not limited to, the costs and benefits of 

incentive programs, net-metering tariffs, feed-in tariffs, capacity standard programs, solar subscription programs, 

electric vehicle programs, and the acquisition of renewable energy certificates.). 
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CCA allowance costs are a generation tax or generation-related dispatch cost under 982 

Section 3.1.7 of the 2020 Protocol. Notably Mr. Koehler does not contest this and 983 

acknowledges that these costs “could technically fit into one of the cost categories 984 

defined in Section 3.1.7” of the 2020 Protocol. He claims that it is not a “perfect fit” 985 

but the argument that the 2020 Protocol has to perfectly foresee a particular state’s 986 

generation taxes is unreasonable and without merit.  987 

VIII. INTRODUCTION OF PHASE I COMPANY REBUTTAL WITNESSES 988 

Q. How is PacifiCorp presenting its Phase I rebuttal case? 989 

A.  In addition to my testimony, PacifiCorp is presenting the following Phase I 990 

 rebuttal testimony witnesses:  991 

• Nikki L. Kobliha, Senior Vice President, Chief Financial Officer, and 992 

Treasurer, responds to Intervenor Phase I direct testimony related to Company’s 993 

overall cost of capital recommendation for the Company, including a capital 994 

structure and the current cost of debt.  995 

• Ann E. Bulkley, Principal at The Brattle Group, responds to Intervenor Phase I 996 

direct testimony witnesses that recommend a cost of equity. 997 

• Allen L. Berreth, Vice President of Transmission and Distribution Operations, 998 

responds to Intervenor Phase I direct testimony regarding the test period and 999 

deferred costs associated with the Company’s Wildfire Mitigation Plans.  1000 

• Ramon J. Mitchell, Director of Net Power Costs, responds to Intervenor Phase 1001 

I direct testimony that addressed forecasted NPC. Mr. Mitchell also addresses 1002 

the recommendations to either eliminate the EBA or open an investigation into 1003 

it. 1004 

• Michael G. Wilding, Vice President, Energy Supply Management, responds to 1005 

Intervenor Phase I testimony regarding the Company’s hedging policy and 1006 

activities and related adjustment. 1007 

• Rick T. Link, Senior Vice President of Resource Planning, Procurement, and 1008 

Optimization, responds to Intervenor Phase I direct testimony that addressed 1009 

various capital projects including, Rock Creek I and II wind projects, Cedar 1010 

Springs IV wind project, and the Gateway South and Gateway West Segment 1011 

D.1 transmission projects. Mr. Link also address criticisms of the Company’s 1012 

resource procurement process and cancellation of the 2022AS RFP.  1013 
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• Richard A. Vail, Vice President of Transmission Services, responds to 1014 

Intervenor Phase I direct testimony that address the Gateway South and 1015 

Gateway West Segment D.1 transmission projects. 1016 

• Timothy J. Hemstreet, Vice President of Renewable Energy Development, 1017 

responds to Intervenor Phase I direct testimony regarding the Fall Creek 1018 

Hatchery. 1019 

• Jeffrey M. Wagner, Renewable Development Manager, responds to Intervenor 1020 

Phase I direct testimony regarding the Rock Creek I and II wind projects and 1021 

provides an update on the construction status of the projects. 1022 

• James C. Owen, Vice President, Environmental and Energy Resources, 1023 

responds to Intervenor Phase I direct testimony regarding fuel stock balances at 1024 

the Company’s coal generation facilities. 1025 

• Ryan Fuller, Vice President, Tax, responds to Intervenor Phase I direct 1026 

testimony that recommends adjustments to the Company’s property tax 1027 

expense. 1028 

• Julie Lewis, Vice President, Human Resources, responds to Intervenor Phase I 1029 

direct testimony that recommend adjustments related to the Company’s annual 1030 

incentive compensation plan. 1031 

• Joshua B. Jones, Vice President, Asset Management and Wildfire Strategy, 1032 

responds to Intervenor Phase I direct testimony related capital additions that 1033 

support reliability and address proposals addressing electric service quality and 1034 

power quality concerns.  1035 

• Craig M. Eller, Senior Vice President, Resource Strategy and Development, 1036 

responds to Intervenor Phase I rebuttal testimony that addresses the Company’s 1037 

proposed voluntary renewable energy credit option tariff. 1038 

• Kenneth Lee Elder, Jr., Manager of Load Forecasting, responds to Intervenor 1039 

Phase I direct testimony regarding the Company’s load forecast for the test 1040 

period. 1041 

• Shelley E. McCoy, Director of Revenue Requirement, responds to Intervenor 1042 

Phase I direct testimony related to various adjustments to the Company’s 1043 

proposed revenue requirement.  1044 
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IX. CONCLUSION 1045 

Q.  What are your recommendations for the Commission? 1046 

A. I recommend that the Commission approve the Company’s revised revenue 1047 

requirement and reject calls to either eliminate the EBA or initiate proceedings to 1048 

reassess it. In addition, I recommend that the Commission approve the establishment 1049 

of the ICA and allow the Company to track and recover excess insurance liability 1050 

premium costs through that mechanism, subject to later adjustment. I further 1051 

recommend that the Commission deny the DPU’s invitation to change the SO factor 1052 

allocation of wildfire costs in this proceeding. I recommend that the Commission take 1053 

no action on UCE’s climate change concerns, as UCE makes no proposal regarding 1054 

those concerns, and the Company is already engaging in numerous efforts to address 1055 

climate change. Finally, I recommend that the Commission reject UAE’s and DPU’s 1056 

argument that Washington CCA costs should be removed from the Company’s revenue 1057 

requirement in this case. 1058 

Q. Does this conclude your rebuttal testimony? 1059 

A.  Yes.  1060 


