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I. INTRODUCTION  1 

Q. Are you the same Ramon J. Mitchell who previously submitted direct testimony 2 

in this proceeding on behalf of PacifiCorp d/b/a Rocky Mountain Power 3 

(“PacifiCorp” or the “Company”)? 4 

A. Yes. 5 

II. PURPOSE OF TESTIMONY 6 

Q. What is the purpose of your rebuttal testimony in this proceeding? 7 

A. I respond to various issues and adjustments raised in the direct testimony of: (1) the 8 

Division of Public Utilities (“DPU”) witnesses Dan F. Koehler, Gary Smith, Douglas 9 

D. Wheelwright, David Williams, and Eric Orton; (2) the Federal Executive Agencies 10 

(“FEA”) witness Colin T. Fitzhenry; (3) the Utah Association of Energy Users 11 

(“UAE”) witness Kevin C. Higgins; and (4) the Western Resource Advocates (“WRA”) 12 

witness Nancy L. Kelly; all related to net power costs (“NPC”) or the energy balancing 13 

account (“EBA”). 14 

Q. If you do not address an issue or position in your testimony, should that be 15 

interpreted as supporting or opposing the issue or position? 16 

A. No. The fact that I do not address certain issues or positions in parties’ testimonies does 17 

not indicate agreement and does not indicate disagreement with that certain issue or 18 

position in the relevant party’s testimony. Furthermore, it should not be concluded that 19 

failure to address an issue or position implies or indicates that the issue or position is, 20 

or is not, contended by the Company. 21 
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Q. Please summarize your testimony. 22 

A. Along with other Company witnesses, I discuss the Company’s response to various 23 

proposals that affect or implicate NPC or the EBA. I discuss the official forward price 24 

curve (“OFPC”), rebut the DPU’s proposed modification to the day-ahead / real-time 25 

(“DA/RT”) adjustment, provide commentary on natural gas market prices used to 26 

forecast NPC, touch on the modeling of Cedar Springs IV which the DPU raises 27 

questions on, correct and rebut parties’ arguments surrounding market purchases, rebut 28 

the DPU’s claim that the Washington Cap and Invest program is not modeled correctly 29 

or accurately, rebut the FEA’s proposal to not comply with hedging policy within the 30 

NPC forecast, discuss why—across all traditionally-regulated states in the nation—31 

every state has an EBA type mechanism, and correct and rebut WRA’s testimony on 32 

NPC—which is largely inaccurate and misleading. 33 

Q. How is this testimony organized? 34 

A. My testimony is organized as follows: 35 

 In section III, I address parties’ comments on the OFPC and support an accurate 36 

NPC forecast.  37 

 In section IV, I discuss why it is inappropriate to adopt the DPU’s proposed 38 

modification to the DA/RT adjustment through an explanation of the concept 39 

of unspecified system energy.  40 

 In section V, I identify the source of the natural gas fuel market price forecasts 41 

used in the NPC forecast.  42 

 In section VI, I refer to Company witness Kenneth Lee Elder, Jr. for information 43 

on the Company’s load forecast.  44 
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 In section VII, I address the source of the Cedar Springs wind generation 45 

forecast and the inaccurate power purchase agreement (“PPA”) price.  46 

 In section VIII, I discuss the errors in the DPU’s analysis of market purchases 47 

and trends and provide correct data.  48 

 In section IX, I discuss the accuracy of the modeling of the Washington Cap 49 

and Invest program as presented in the NPC forecast.  50 

 In section X, I rebut the FEA’s proposal to create a NPC forecast with little to 51 

no power hedges.  52 

 In section XI, I discuss the advantages and disadvantages of the EBA and 53 

provide reasoning for why the mechanism is necessary.  54 

 Finally, in section XII, I provide numerous clarifications to WRA’s testimony 55 

and rebut their claims which are largely based on erroneous or irrelevant 56 

assumptions. 57 

Q. Is the Company proposing to update forecasted NPC in this rebuttal filing? 58 

A. No. While there have been adjustments proposed to NPC which are addressed by my 59 

testimony, the Company’s rate mitigation proposal currently has the 2025 base NPC 60 

(NPC in rates) at a lower level than what is expected for 2025. As such, the Company 61 

continues to support the base NPC provided in its revised application. 62 
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III. OFFICIAL FORWARD PRICE CURVE 63 

A. Reply to DPU 64 

Q. The DPU proposes to update NPC based on corrections to the OFPC.1 How do 65 

you respond? 66 

A. The Company strives to produce an accurate NPC forecast and fully endorses all 67 

reasonably elucidated and correctly identified corrections. 68 

B. Reply to UAE 69 

Q. The UAE also proposes to update NPC based on corrections to the OFPC.2 How 70 

do you respond? 71 

A. As stated previously, the Company strives to produce an accurate NPC forecast and 72 

fully endorses all reasonably elucidated and correctly identified corrections. 73 

C. Reply to FEA 74 

Q. The FEA proposes to update NPC from the March 29, 2024 OFPC to the 75 

September 30, 2024 OFPC.3 How do you respond? 76 

A. The FEA seeks to achieve a more accurate representation of NPC and notes that 77 

forecasted inputs closer to the test period are likely to be more accurate4—all else equal. 78 

By this logic, if an updated OFPC increases NPC accuracy, then other relevant input 79 

elements of the NPC forecast—such as new power, fuel and 80 

transportation/transmission contracts, both physical and financial, and updates to 81 

 
1 Phase I Direct Testimony of Dan F. Koehler, lines 159-161. 
2 Phase I Direct Testimony of Kevin C. Higgins, lines 1083-1096. 
3 Phase I Direct Testimony of Colin T. Fitzhenry, page 2, lines 14-23. 
4 Phase I Direct Testimony of Colin T. Fitzhenry, page 8, lines 6-11. 
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existing contracts5—will also increase NPC accuracy when updated, and therefore 82 

should be updated as well. 83 

IV. DAY-AHEAD / REAL-TIME ADJUSTMENT 84 

Q. Please describe the DA/RT adjustment. 85 

A.  The Company incurs system balancing costs that are not reflected in the Company’s 86 

OFPC nor modeled in the Company’s NPC production cost model. To address this 87 

deficiency, the Company uses the DA/RT adjustment to more accurately model system 88 

balancing transaction prices and volumes. The DA/RT adjustment consists of two 89 

components, a price component and a volume component. 90 

Q. Please describe the price component of the DA/RT adjustment. 91 

A. The price component of the DA/RT adjustment addresses the costs incurred by the 92 

Company as a result of multiple variables within a dynamic system in which the 93 

Company has historically bought more power during higher-than-average price periods 94 

and sold more power during lower-than-average price periods. 95 

To better reflect the power market prices available to the Company when it 96 

transacts in the spot markets, the Company includes separate prices for in-model sales 97 

and separate prices for in-model purchases in Aurora. Aurora is the Company’s current 98 

production cost model. These prices account for the historical price differences between 99 

the Company’s purchases and sales compared to the power trading-hub-indexed market 100 

prices (the OFPC).  101 

 

 
5 (1) Wholesale electric sales and purchase contracts that are for long-term firm sales and purchases, short-term 
firm sales and purchases, or exchanges and storage with and without energy or capacity prices; (2) coal and natural 
gas sales, purchases, and transportation contracts; and (3) wheeling contracts. 



Page 6 – Phase I Rebuttal Testimony of Ramon J. Mitchell  
 

Q. Please describe the volume component of the DA/RT adjustment. 102 

A. In actual operations, the Company continually balances its power market position—103 

first with quarterly/monthly products, then with daily products, and finally with hourly 104 

products. These multi-hour block products used to balance the Company’s forward 105 

position in the wholesale power markets are available in flat 25 megawatt (“MW”) 106 

blocks. The Company’s load and resource balance, however, varies continuously each 107 

hour in quantities that may vary widely from a flat 25 MW block. Thus, in real world 108 

operations, the Company must continuously purchase or sell additional volumes to 109 

keep the system in balance. 110 

In contrast, Aurora has perfect foresight and can model wholesale market 111 

transactions at whatever volume is necessary (within fractions of a MW) to balance the 112 

system. Because of Aurora’s perfect foresight, it balances the system with far fewer 113 

transactions than would be the case in actual operations. The DA/RT volume 114 

component adds additional volumes and associated costs to the NPC forecast to more 115 

accurately model those transactions in actual operations that are necessary to balance 116 

the Company’s system. 117 

A. Reply to DPU  118 

Q. Please describe the DPU’s recommendations regarding the Day-Ahead / Real-119 

Time adjustment. 120 

A. The DPU recommends that Emergency Purchases (“Unspecified System Energy”) be 121 

added to the calculation of the costs of the DA/RT volume component.6 122 

 

 
6 Phase I Direct Testimony of Dan F. Koehler, lines 327-328. 
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Q. What is Unspecified System Energy, and what is its purpose? 123 

A. Unspecified System Energy (“USE”) is a modeling construct. It is a simulation of 124 

energy deliveries from generation or from the power markets, with the caveat that no 125 

modeled transmission is required to move the energy to the point of delivery.  126 

In this GRC, USE is primarily deployed because the test period short-term 127 

transmission capacity simulated in the NPC forecast is based on a four-year average of 128 

historical short-term transmission capacity. However, the load and generation in the 129 

NPC forecast is based on actual test period expectations (example, includes upcoming 130 

new wind and solar resources and increased load). This creates a mismatched scenario 131 

wherein there can be more load or generation than there is transmission to fully satisfy 132 

the needs of that load or generation. This mismatch occurs because the short-term 133 

transmission capacity required in 2025 would be more than the four-year average of 134 

historical short-term transmission capacity after accounting for year-over-year growth 135 

in load and generation. Under this scenario, USE allows the system to be balanced 136 

despite this mismatch in the modeling inputs. 137 

Q. What is your reply to the DPU’s recommendation? 138 

A. The DPU’s recommendation is insightful and commands contemplation. However, it 139 

is not reasonable. The DPU identifies USE as “purchases when ‘typical’ market 140 

liquidity is not enough to meet the Company’s needs, and so the Company must pay a 141 

significant premium as a price-taker to get the last tranche of supply.”7 Under a scenario 142 

wherein “[t]hese conditions […] existed in the historical record that informs the price 143 

 
7 Phase I Direct Testimony of Dan F. Koehler, lines 324-326. 
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adders,”8 the DPU rightfully concludes that USE should be included in the DA/RT 144 

volume component. 145 

  However, the DPU’s understanding of the USE modeling construct is slightly 146 

off-course. If the NPC forecast were modeled with appropriate levels of test-period 147 

short term transmission, then—in an otherwise ideal simulation—USE would not be 148 

needed. Instead, more generation or more power trading-hub purchases would be 149 

simulated. For this reason, USE does not actually exist in the historical record that 150 

informs the price adders, because the historical record represents adequate amounts of 151 

transmission capacity. Therefore, the DPU’s inclusion of USE (emergency purchases) 152 

into the DA/RT volume component is not appropriate. 153 

V. NATURAL GAS MARKET PRICES 154 

A. Reply to DPU 155 

Q. The DPU suggests that the Company’s forecasted natural gas prices for 2025 are 156 

“slanted on the high side.”9 How do you respond? 157 

A. The Company would like to clarify that it does not forecast natural gas prices for the 158 

purposes of the NPC forecast. All test period natural gas prices are derived from actual 159 

broker quotes. That is to say, the natural gas prices used to forecast NPC in the test 160 

period are the real prices of natural gas for 2025, from the real forward markets. 161 

 
8 Phase I Direct Testimony of Dan F. Koehler, lines 326-327. 
9 Phase I Direct Testimony of Eric Orton, lines 190-191. 
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VI. LOAD FORECAST IN NPC 162 

A. Reply to DPU 163 

Q. The DPU concludes that the load forecast should be reduced. The impact of 164 

including that reduction in the NPC forecast is estimated by the DPU to be a 165 

decrease of $81 million.10 How do you respond? 166 

A. Please refer to the rebuttal testimony of Company witness Kenneth Lee Elder, Jr. 167 

VII. CEDAR SPRINGS WIND FORECAST 168 

A. Reply to DPU 169 

Q. The DPU notes that “the Company reduced the capacity factor for Cedar Springs 170 

IV from the  analysis to the  used in the rate 171 

case.”11 Please discuss the forecasted capacity factor in this GRC. 172 

A. The forecast of Cedar Springs IV wind generation in this GRC NPC forecast is based 173 

on at least four years of historical, actual capacity factor data sourced from resources 174 

geo-located closest to the wind facility. This enables the NPC forecast to use 175 

normalized historical data to produce wind generation forecasts and therefore for the 176 

case of Cedar Springs, the wind generation forecast in this GRC is not related to the 177 

2020 AS RFP analysis (which itself was a forecast). 178 

Q. The DPU notes “a possible error in the PPA prices used for Cedar Springs IV in 179 

the NPC analysis.”12 Please explain the DPU’s findings. 180 

A. In the NPC forecast the PPA price for Cedar Springs IV was not based on the latest 181 

terms of the contract as laid out in the ‘Fourth Amendment to Power Purchase 182 

 
10 Phase I Direct Testimony of Dan F. Koehler, lines 525-533. 
11 Phase I Direct Testimony of David Williams, lines 715-716. 
12 Phase I Direct Testimony of David Williams, lines 814-815. 

REDACTED
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Agreement.’ Instead, the PPA price was based on the terms from the original contract—183 

pre-amendments.  184 

  The DPU correctly identified the error and is correct in stating that “the 185 

purchases for Cedar Springs IV in 2025 (before any adjustments) should be 186 

, not .”13 187 

VIII. MARKET TRANSACTION TRENDS 188 

A. Reply to DPU 189 

Q. The DPU provides extensive testimony on the Company’s trend in market 190 

purchases.14 Do you have any commentary on this? 191 

A. Yes. First, the DPU compares the forecast of calendar year (“CY”) 2024 NPC from 192 

the 2023 Wyoming (“WY”) GRC with the CY 2024 year-to-date (YTD) actual, 193 

incurred NPC and calculates that purchased power from the 2024 WY forecast is  194 

 than YTD actuals.15 However, the only meaningful conclusion that can 195 

be derived from that calculation is that the 2024 forecast was inaccurate. The notion of 196 

“additional reliance on market purchases”16 in the context of the DPU’s testimony here 197 

is not relevant when evaluating a forecast of 2024 with actuals in 2024, given that 198 

market reliance does not relate to forecast error in a GRC NPC forecast. 199 

In order to determine trends in market purchases across years, one needs to 200 

compare actuals to actuals, and if actuals are not available, then the best available 201 

forecast should be used. Furthermore, while market purchases create costs, market sales 202 

produce revenue. Both sides of the equation must be taken into account when analyzing 203 

 
13 Phase I Direct Testimony of David Williams, lines 816-818. 
14 Phase I Direct Testimony of Douglas W. Wheelwright. 
15 Phase I Direct Testimony of Douglas W. Wheelwright, lines 287-295. 
16 Phase I Direct Testimony of Douglas W. Wheelwright, lines 291-294. 

REDACTED
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market transactions. In the 2025 test period, after adjusting for load, market purchases 204 

less market sales ($) are 31 percent lower than the 2023 actuals on a dollar basis (the 205 

last full year of recorded actuals). Even if one were to ignore market sales, market 206 

purchases in isolation ($) are still decreasing—15 percent lower than 2023 actuals. On 207 

a megawatt-hour (“MWh”) basis, market purchases less market sales (MWh) are  208 

 than the 2023 actuals and again—even when ignoring market sales—209 

market purchases in isolation are still  than 2023 210 

actuals. This contradicts the DPU’s implication that market purchases have “continued 211 

to increase in recent years with additional reliance on market purchases, which will 212 

likely occur in future periods,”17 and contradicts the DPU’s claim that “[t]he 2025 213 

forecast for the Utah GRC […] has an increasing reliance on market purchases.”18 214 

Second, based on the above, it is indeed the case that “the NPC forecast 215 

support[s] the statement that the Company is relying less on market purchases,”19 216 

contrary to the DPU’s assertion that “the forecast for 2025 NPC shows an increase in 217 

the total MWh of [market purchases],” 20 21 and contrary to the DPU’s assertion that 218 

increases in market purchases “will likely occur in future periods as demonstrated by 219 

the actual NPC for the first 6 months of 2024.”22 220 

 

 
17 Phase I Direct Testimony of Douglas W. Wheelwright, lines 311-312 (Emphasis added). 
18 Phase I Direct Testimony of Douglas W. Wheelwright, lines 302-303. 
19 Phase I Direct Testimony of Douglas W. Wheelwright, lines 435-437. 
20 The DPU uses the term “Purchased Power,” but references “market purchases” two lines prior. As described 
below in my testimony, “Purchased Power” includes PPAs and QFs, therefore, the DPU’s analyses are erroneous. 
21 Phase I Direct Testimony of Douglas W. Wheelwright, lines 438-439. 
22 Phase I Direct Testimony of Douglas W. Wheelwright, lines 312-313. 

REDACTED
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Q. The DPU asserts that “based on the projections in the 2025 test year, market 221 

purchases will provide 32.0 percent of the resource mix.”23 How do you respond? 222 

A. The DPU’s calculation contains a few errors. In the 2025 test period, market purchases 223 

less market sales (MWh), constitute  of the resource mix used to serve load,24 224 

 from 11 percent in 2023. None of these numbers are comparable to the DPU’s 225 

“32.0%”. The DPU’s “32.0%” is based on erroneous calculations and assumptions—226 

as explained below—and this invalidates the DPU’s assertion that the Company has 227 

misrepresented the NPC forecast with the Company’s assertion that “a large portion of 228 

the increase in net power cost is due to an increase in the cost of natural gas.”25 229 

Q. Why then does the DPU assert that “in the 2025 test year, market purchases will 230 

provide 32.0 percent of the resource mix,”26 and why are the purchase numbers 231 

in ‘Confidential Chart 6,’ ‘Table 4,’ and ‘Table 5’ so high?  232 

A. The DPU’s “32.0 percent,” ‘Confidential Chart 6,’ ‘Table 4,’ and ‘Table 5’ appear to 233 

be calculating purchase percentages as ‘Total Purchased Power’ as a percentage of 234 

‘Load’ plus ‘Total Sales’ This is inaccurate and irrelevant to market reliance because 235 

‘Total Purchased Power’ is an aggregate NPC line item that’s mostly composed of 236 

Power Purchase Agreements (“PPAs”) and Qualifying Facilities (“QFs”) which are not 237 

considered ‘market purchases’ in the context of the DPU’s testimony—PPA prices are 238 

favorable and comparable to owned generation prices, and QFs are not procured by the 239 

Company. Consequently, the DPU’s “32.0 percent,” ‘Confidential Chart 6,’ ‘Table 4,’ 240 

23 Phase I Direct Testimony of Douglas W. Wheelwright, lines 386-387. 
24 If market sales are not netted out of market purchases, then market sales need to be added to load for the 
‘resource mix’ to serve 100% of load/requirements. 
25 Phase I Direct Testimony of Douglas W. Wheelwright, lines 338-340. 
26 Phase I Direct Testimony of Douglas W. Wheelwright, lines 386-387. 

REDACTED
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and ‘Table 5’ are inaccurate—based on incorrect assumptions—as it regards the DPU’s 241 

concept of ‘market purchases.’ This invalidates a large portion of the DPU’s testimony 242 

here. Additionally, revenue received from market sales must be accounted for—the 243 

DPU does not account for this—in any calculation that assesses market transactions. 244 

Q. The DPU asserts that “[b]ased on the projections in the 2025 test year, market 245 

purchases […] are more volatile in price.”27 How do you respond? 246 

A. It is unclear as to what the DPU means by “volatile.” The word is only referenced once 247 

in the testimony,28 and apart from being vague and undefined, has no supporting 248 

evidence. Regardless, the NPC forecast does not have any volatility—assuming the 249 

dictionary definition as “characterized by or subject to rapid or unexpected change.”29 250 

This lack of volatility is a result of the fact that the NPC forecast—and associated 251 

production cost modeling—has perfect foresight, there are no randomly changing 252 

variables within the NPC forecast. Additionally, the NPC forecast is an hourly model, 253 

so to the extent that variables can move rapidly within an hour—in actual operations—254 

that effect is averaged out when viewed at the hourly granularity. 255 

Q. The DPU asserts that you provided “an estimate of the cost for the [Company’s] 256 

hedging program as an increase to NPC of $88 million.”30 How do you respond? 257 

A. I did not provide an estimate of the cost for the Company’s hedging program. I provided 258 

an estimated NPC impact from a modeling enhancement designed to more accurately 259 

reflect the wholesale sales revenue to be incurred in the test period.31 260 

 
27 Phase I Direct Testimony of Douglas W. Wheelwright, lines 386-387. 
28 Phase I Direct Testimony of Douglas W. Wheelwright. 
29 Volatile Definition & Meaning, MERRIAM-WEBSTER (Nov. 7, 2024), https://www.merriam-
webster.com/dictionary/volatile.  
30 Phase I Direct Testimony of Douglas W. Wheelwright, lines 430-432. 
31 Phase I Direct Testimony of Ramon J. Mitchell, lines 893-992. 
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Q. The DPU claims that the Company’s NPC forecast does not “support the 261 

statement that the Company is relying less on market purchases.”32 How do you 262 

respond? 263 

A. I have already explained above in my testimony that in the 2025 test period, market 264 

purchases less market sales (MWh) are  than the 2023 actuals. The 265 

DPU’s calculations on market purchases are erroneous, as referenced above. 266 

Q. The DPU’s overarching theme on market purchases is that the Company is 267 

increasing its reliance on them. How do you respond? 268 

A. For all the reasons discussed above—most prominently the DPU’s erroneous 269 

calculations—the DPU is incorrect, the Company is projected to  reliance on 270 

market purchases. I have evidenced that estimates for 2025 market purchases are 271 

 from 2023 levels and—based on extrapolations of calendar year 2024 from 272 

year-to-date actuals—  from 2024 levels. 273 

IX. WASHINGTON CAP AND INVEST 274 

A. Reply to DPU 275 

Q. The DPU contends that the NPC forecast should not account for 100 percent of 276 

the price of greenhouse gas (“GHG”) allowances under the Washington Cap and 277 

Invest Program.33 How do you respond? 278 

A. The DPU notes that “the Company must purchase allowances only for the portion of 279 

Chehalis generation that is allocated to states outside of Washington. No-cost 280 

allowances are issued for the 34 of Chehalis generation allocated 281 

 
32 Phase I Direct Testimony of Douglas W. Wheelwright, lines 436-437. 
33 Phase I Direct Testimony of Dan F. Koehler, lines 467-473. 
34 Phase I Direct Testimony of Dan F. Koehler, lines 483-488. 

REDACTED
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to Washington.”35 Therefore, the DPU argues that the “[Cap and Invest] program 282 

requires that the Company purchase allowances to cover only  of 283 

emissions from Chehalis generation. The rest are provided to PacifiCorp at no cost.”36 284 

However, the provision of no-cost allowances to the Company by the state of 285 

Washington are for the sole benefit of Washington customers. Therefore, the costs and 286 

benefits of no-cost allowances are situs assigned to Washington.37 This means that from 287 

the perspective of Utah, there are no costs or benefits to be received from these no-cost 288 

allowances. 289 

Accordingly, the GRC NPC forecast prepared for Utah correctly includes a 290 

dispatch adder on Chehalis for 100 percent of the GHG allowance price such that when 291 

that portion of Chehalis is allocated to Utah—as energy exported from Chehalis to Utah 292 

customers—the full cost of the export is properly allocated. To do anything otherwise 293 

would be inconsistent with the current cost allocation protocol. 294 

Q. Setting aside allocation, the DPU questions the accuracy of the forecasted costs of 295 

the Washington Cap and Invest program.38 How do you respond? 296 

A. The forecast is based on the best information available at the time of the forecast’s 297 

creation and the DPU has offered no alternative forecast. The DPU states that “the 298 

impact of the Washington GHG requirement is unknown at this time,”39 but this is not 299 

a revelation. The 2025 NPC forecast is just that, a forecast. The entirety of 2025 NPC 300 

35 Phase I Direct Testimony of Dan F. Koehler, lines 467-473. 
36 Phase I Direct Testimony of Dan F. Koehler, lines 488-490. 
37 The no-cost allowances that Washington has decided to provide to its own customers are tied directly to 
Washington’s retail load and the attributes associated with the Company serving that load. The provision of no-
cost allowances is distinct from the generally applicable generation tax imposed by the Washington Cap and 
Invest Program. Therefore, these no-cost allowances are assigned consistent as a state specific initiative under 
3.1.2.1 under the 2020 Protocol. 
38 Phase I Direct Testimony of Douglas W. Wheelwright, lines 485-510. 
39 Phase I Direct Testimony of Douglas W. Wheelwright, lines 506-507. 

REDACTED
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is unknown at this time but forecasted as accurately as possible based on information 301 

available at the time of forecast. The DPU mentions that this “raises additional 302 

questions about the accuracy of the 2025 forecast,”40 but they provide no additional 303 

questions, only speculation. 304 

X. HEDGING 305 

Q. What is hedging? 306 

A. Fundamentally, hedging is protecting customers against energy price volatility. 307 

Practically speaking, in the power markets, the Company hedges for market exposure 308 

of a certain volume of energy by making market purchases at a certain price for future 309 

delivery across a specified time period. This locking in of a price reduces exposure to 310 

future price changes (volatility). It is important to note however that hedging is not for 311 

the purpose of minimizing NPC; rather the purpose of hedging programs is to manage 312 

energy price volatility. That is to say, those forward market purchases (hedges) may be 313 

at a price above, below, or equal to the day-ahead or real-time market prices (spot 314 

market prices) for any given day of operation, but either way the objective of hedging 315 

is achieved—to manage price volatility by locking in a specific energy price ahead of 316 

time. 317 

  Of worth noting is that for the Company’s power hedges, the Company executes 318 

quarterly heavy load hour (“HLH”) or light load hour (“LLH”) transactions. A quarterly 319 

HLH hedge is a 16-hour block of energy, with the amount of energy received in each 320 

hour identical to all the hours, recurring every Monday, Tuesday, Wednesday, 321 

Thursday, Friday and Saturday with the exception of Holidays, over and over again for 322 

 
40 Phase I Direct Testimony of Douglas W. Wheelwright, line 507. 
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the entire 3 months of the quarter. A quarterly LLH hedge is mostly identical to a 323 

quarterly HLH hedge with the difference being that energy is received during all hours 324 

that are not HLH. 325 

A. Reply to the FEA 326 

Q. Please describe the FEA’s recommendations regarding hedging in the NPC 327 

forecast. 328 

A. The FEA recommends rejecting the Company’s modeling improvement which brings 329 

the NPC forecast in compliance with the Company’s hedging policy. The FEA’s 330 

recommendation is premised on a number of assumptions.  331 

First, the FEA asserts that “this model adjustment assumes the simulated 332 

hedges will be executed at the same price as the Company’s current forecast of market 333 

prices. In reality, these hedges will be executed at a later time at a price informed by 334 

the forward power markets.”41  335 

Second, the FEA asserts that the simulated hedges “will always cause an 336 

increase in NPC”42 because “the only difference in the model with and without the 337 

simulated hedges is the additional constraint to buy the fixed contract (simulated 338 

hedge).”43  339 

Third, the FEA states that “[g]enerally, the purpose of hedges is to limit 340 

customers’ exposure to market price volatility; however, because Utah already utilizes 341 

a forecasted test year, the simulated hedges do not provide any reduction in market risk 342 

until the actual physical hedge is executed.”44  343 

 
41 Phase I Direct Testimony of Colin T. Fitzhenry, page 10, lines 1-4. 
42 Phase I Direct Testimony of Colin T. Fitzhenry, page 10, line 12. 
43 Phase I Direct Testimony of Colin T. Fitzhenry, page 10, lines 13-15. 
44 Phase I Direct Testimony of Colin T. Fitzhenry, page 11, lines 6-9. 



Page 18 – Phase I Rebuttal Testimony of Ramon J. Mitchell  

Fourth, the FEA asserts that “the Commission has not explicitly approved the 344 

Company’s most recent hedging policy, thus the Commission has not determined the 345 

more aggressive hedging policy to be an appropriate action on behalf of Oregon 346 

customers.”45  347 

Fifth, the FEA asserts that “the Company has recently  348 

. […] [S]ince these  took place after RMP’s initial 349 

filing in this proceeding, RMP’s proposed hedge adjustment already contains simulated 350 

hedge volumes that do not accurately reflect RMP’s requirements. This is further 351 

evidence that RMP’s proposed hedge adjustment is unreliable and should not be 352 

accepted.”46 353 

Q. What is your reply to the FEA’s first assertion? 354 

A. The FEA asserts that “this model adjustment assumes the simulated hedges will be 355 

executed at the same price as the Company’s current forecast of market prices. In 356 

reality, these hedges will be executed at a later time at a price informed by the forward 357 

power markets.”47 This statement is meaningless in the context of this docket. The 358 

entire NPC forecast assumes that the Company will transact at the OFPC,48 with the 359 

understanding that actual prices will not perfectly match the OFPC after the fact. 360 

Pointing out that hedges are valued at forecast prices is as noteworthy as pointing out 361 

that natural gas fuel is valued at forecast prices, which is to say that this observation is 362 

a basic principle of all Company NPC forecasts, a plainly known fact, and has no 363 

implication to the reasonableness of the hedging modeling improvement. 364 

45 Phase I Direct Testimony of Colin T. Fitzhenry, page 11, lines 9-12. 
46 Phase I Direct Testimony of Colin T. Fitzhenry, page 11, lines 13-22. 
47 Phase I Direct Testimony of Colin T. Fitzhenry, page 10, lines 1-4. 
48 Modified by the DA/RT adjustment for system balancing transactions within Aurora. 

REDACTED
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Q. What is your reply to the FEA’s second assertion? 365 

A. The FEA asserts that the simulated hedges “will always cause an increase in NPC”49 366 

because “the only difference in the model with and without the simulated hedges is the 367 

additional constraint to buy the fixed contract.”50 In the context of this docket, this is 368 

also a meaningless statement and does not diminish the reasonableness of the hedging 369 

modeling improvement. The Company must hedge (it is standard utility practice to 370 

hedge), and it is an industry fact that all else equal, physical power hedges in today’s 371 

bilateral market will always increase NPC relative to an alternate reality wherein 372 

market participants could hedge for any single hour in isolation without having to 373 

purchase those multi-hour blocks of energy. This is the case for real market hedges, 374 

and naturally this is the case for simulated market hedges, since one purpose of the 375 

NPC forecast is to accurately forecast test period NPC. The FEA simply observes an 376 

industry fact, and their observation has no bearing on the reasonableness of the hedging 377 

modeling improvement. 378 

Q. Please elaborate. 379 

A. The NPC forecast is produced by Aurora, which is an hourly production cost model. 380 

Aurora only executes market transactions in individual hours (1-hour, non-recurring 381 

blocks). When it comes to hedges, the Company executes quarterly or monthly HLH 382 

or LLH transactions. For example, a quarterly HLH block of energy is a 16-hour block 383 

of energy, with each hour identical to all the hours, recurring every Monday to 384 

Saturday, except for Holidays, over and over again for the entire 3 months of the 385 

quarter. Aurora does not have the capability to natively model these multi-month, 386 

 
49 Phase I Direct Testimony of Colin T. Fitzhenry, page 10, lines 12. 
50 Phase I Direct Testimony of Colin T. Fitzhenry, page 10, lines 13-15. 
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identical MWh block products. Instead, Aurora purchases energy in the specific hour 387 

when energy is needed as compared to actual operations which requires the purchase 388 

of a quarterly block of energy to accomplish the same goal in the forward horizon. 389 

Therefore, it is expected as a matter of fact that all else equal, hedges will increase NPC 390 

compared to the aforementioned alternate reality—where one could purchase an hour’s 391 

worth of 13.45 MW of power in 2024 for delivery on February 28, 2026 between 4:00 392 

PM and 5:00 PM—this alternate reality does not exist. Any argument that attempts to 393 

dismiss the hedging modeling improvement based on this indisputable fact is an 394 

argument in favor of an inaccurate NPC forecast. The FEA’s argument is such an 395 

argument. 396 

Q. What is your reply to the FEA’s third assertion? 397 

A. The FEA states that “[g]enerally, the purpose of hedges is to limit customers’ exposure 398 

to market price volatility; however, because Utah already utilizes a forecasted test year, 399 

the simulated hedges do not provide any reduction in market risk until the actual 400 

physical hedge is executed.”51 The FEA appears to be confusing the real world with a 401 

simulation of the real world. Almost the entirety of the NPC forecast is a simulation of 402 

power costs yet-to-be-incurred—i.e., until the actual NPC is incurred. It is a fact that 403 

the Company is required to hedge, and it is a fact that without this hedging modeling 404 

improvement, the NPC forecast could be completely unhedged and in violation of 405 

Company policy and industry practice—which reflects some form of power hedging in 406 

all traditionally-regulated utilities.  407 

 
51 Phase I Direct Testimony of Colin T. Fitzhenry, page 11, lines 6-9. 
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Therefore, without this hedging modeling improvement, it is a fact that the NPC 408 

forecast is inaccurate. This is why the hedging modeling adjustment is needed. There 409 

is no “market price volatility” in a simulation of power operations in 2025 (the NPC 410 

forecast) because the simulation is not the real world (in which there is uncertainty). 411 

The simulation is static, and Aurora has perfect foresight. With perfect foresight, risk 412 

does not exist. The NPC forecast has no relationship with market risk. Consequently, 413 

there is no “market risk” to reduce in the NPC forecast. The FEA’s concern here is 414 

entirely out of context, misplaced, without merit, meaningless and does nothing to 415 

diminish the reasonableness of the hedging modeling improvement. 416 

Q. What is your reply to the FEA’s fourth assertion? 417 

A. The FEA asserts that “the Commission has not explicitly approved the Company’s most 418 

recent hedging policy, thus the Commission has not determined the more aggressive 419 

hedging policy to be an appropriate action on behalf of Utah customers.”52 As an initial 420 

matter, it is unclear as to how the FEA has concluded that the current hedging policy is 421 

“more aggressive” than some other unspecified hedging policy, since there is no 422 

evidence in their testimony to support that language.  423 

Regardless, hedging is standard practice in the industry and the prudence of the 424 

Company’s hedging policy is an issue for the EBA. Here, the Company is forecasting 425 

NPC in a manner that attempts to replicate how the Company actually operates and 426 

incurs NPC. In these NPC there is no relevance between the prudence of the Company’s 427 

hedging policy and an accurate forecast (simulation) of the Company’s hedges and 428 

associated NPC. 429 

 
52 Phase I Direct Testimony of Colin T. Fitzhenry, page 11, lines 9-12. 
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Q. What is your reply to the FEA’s fifth assertion? 430 

A. The FEA asserts that “the Company has recently  431 

. […] [S]ince these  took place after RMP’s initial filing in this 432 

proceeding, RMP’s proposed hedge adjustment already contains simulated hedge 433 

volumes that do not accurately reflect RMP’s requirements. This is further evidence 434 

that RMP’s proposed hedge adjustment is unreliable and should not be accepted.”53  435 

As an initial matter, it is well understood in the industry that ratable hedging 436 

based on ever-changing forecasts of load, wind, solar, etc., produces situations where 437 

a utility may find itself with excess length based on a favorable change in forecast(s), 438 

and if the utility encounters an opportunity to sell that excess length for the benefit of 439 

customers, it does so. However, Aurora has perfect foresight and does not encounter 440 

this issue. 441 

Regarding the assertion that “[the Company’s] proposed hedge adjustment 442 

already contains simulated hedge volumes that do not accurately reflect [the 443 

Company’s] requirements;”54 this is akin to saying that the entirety of the Company’s 444 

NPC forecast does not perfectly and accurately reflect the Company’s actual NPC, 445 

therefore all of the Company’s NPC forecast is unreliable and should not be accepted. 446 

However, it has always been the case that the NPC forecast is different from NPC 447 

actuals—this includes forecasts of hedges. Furthermore, at the moment that the 2025 448 

NPC forecast is created or updated, all of the executed/actual hedges for 2025 will be 449 

picked up by the model, and to the extent that the minimum hedge requirement is still 450 

not yet met, incremental simulated hedges will need to be added to ensure compliance. 451 

53 Phase I Direct Testimony of Colin T. Fitzhenry, page 11, lines 13-22. 
54 Phase I Direct Testimony of Colin T. Fitzhenry, page 11, lines 19-21. 

REDACTED
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Therefore, the FEA’s statement either observes that forecasts differ from 452 

actuals or fails to recognize that the current NPC forecast in this docket was created 453 

prior to the execution of the referenced hedges and therefore could not have possibly 454 

perfectly and accurately predicted them. 455 

Q. Are there any further issues with the FEA’s testimony on simulated hedges? 456 

A. Yes. The FEA states that “While [they] oppose the Company’s modeling change for 457 

simulated hedges, [they] do not have any issues with RMP’s inclusion of actual hedges 458 

in the Aurora model.”55 Taking this position to its logical conclusion, imagine a 459 

hypothetical scenario wherein the NPC test period was calendar year (“CY”) 2024 and 460 

the NPC forecast for CY 2024 was created on June 30, 2024.  461 

One would expect the Company to include all executed/actual hedges (forward 462 

market transactions), and all executed/actual day-ahead or real-time market 463 

transactions between Jan 1, 2024 and June 30, 2024 in the NPC forecast for 2024. 464 

Walking the FEA’s logic backwards, it would appear that under this scenario the FEA 465 

would not only be opposed to the Company including any simulated hedges for July 1, 466 

2024 to Dec 31, 2024 in the NPC forecast, but, they would also be opposed to the 467 

Company including any simulated day-ahead or real-time market transactions for July 468 

1, 2024 to Dec 31, 2024 in the NPC forecast.  469 

Under this hypothetical scenario, the NPC forecast for CY 2024 would show 470 

market costs/revenues for half the year, and no market costs/revenues for the other half 471 

of the year. Such a result would clearly be inaccurate. However, this is the result that 472 

the FEA’s recommendation to remove the simulated hedges produces, wherein the 473 

 
55 Phase I Direct Testimony of Colin T. Fitzhenry, page 12, lines 12-13. 
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Company includes into the NPC forecast, hedges that have already been executed while 474 

failing to simulate hedges in the NPC forecast that will eventually be executed. 475 

Q. From these replies to the FEA’s assertions, what do you conclude? 476 

A. The FEA recommends rejecting the Company’s hedge related modeling improvement. 477 

The FEA’s recommendation is premised on five assertions, and all five of those 478 

assertions are either of no relevance, inaccurate, or contrary to industry standard utility 479 

operations. Therefore, the FEA’s recommendation has no foundation, is supported by 480 

nothing, and has no merit. 481 

XI. THE ENERGY BALANCING ACCOUNT 482 

Q. What is the purpose of this section of your testimony? 483 

A. In this section of my testimony, I respond to the testimony of the DPU and WRA 484 

concerning the EBA. Company witness Joelle R. Steward also addresses these parties’ 485 

arguments concerning the EBA in her Phase I rebuttal testimony. 486 

A. Overview of EBA type mechanisms (AACs) 487 

Q. What is the EBA? 488 

A. The EBA is an electrical corporation account for some or all components of the 489 

electrical corporation's incurred actual power costs, including the sum of: (1) fuel; (2) 490 

purchased power; (3) wheeling expenses; all (4) less wholesale revenue.56 The EBA 491 

allows for customer rate adjustments57 that account for differences between actual 492 

power costs and the level of power costs—along with other components of revenue 493 

 
56 Utah Code §54-7-13.5. 
57 Either decreases, increases, or no change. 



Page 25 – Phase I Rebuttal Testimony of Ramon J. Mitchell  
 

requirement58—that were set in the relevant general rate case. The EBA is a type of 494 

Automatic Adjustment Clause. 495 

Q. What is an Automatic Adjustment Clause (“AAC”)? 496 

A. For the purposes of this testimony, an AAC is a mechanism dedicated to separate 497 

review and potential recovery/refund of certain costs/revenues that are relatively 498 

uncontrollable and that have a direct relation to the volume of customer demand—499 

example, fuel and purchased power. These costs/revenues are recovered/refunded in 500 

rates that are allowed to change periodically—example, annually. The costs/revenues 501 

recovered/refunded through an AAC contrast with relatively controllable costs that are 502 

updated in general rate cases. For the purposes of this testimony, these costs/revenues 503 

are NPC. 504 

Q. How prevalent are AACs across the nation? 505 

A. First, remove from consideration restructured states in which electric utilities have 506 

divested their generation resources, thereby serving customer loads through 507 

deregulated merchant generation. Electric utilities in those states are vertically divested 508 

utilities and therefore not comparable to vertically integrated utilities in traditionally-509 

regulated states.  510 

With the above as context, across all traditionally-regulated states59 in the 511 

nation, every state has an AAC that recovers—at bare minimum—fuel and purchased 512 

power costs for each relevant electric utility under its jurisdiction.60 513 

 
58 Electric Service Schedule No. 94. State of Utah. Energy Balancing Account (EBA), ROCKY MOUNTAIN 
POWER (Nov. 7, 2024), 
https://www.rockymountainpower.net/content/dam/pcorp/documents/en/rockymountainpower/rates-
regulation/utah/rates/094_Energy_Balancing_Account.pdf.  
59 The Company only operates in traditionally-regulated states. 
60 Adjustment Clauses. A state-by-state overview, S&P GLOBAL (Nov. 7, 2024), 
https://www.spglobal.com/marketintelligence/en/documents/adjustment-clauses-state-by-state-overview.pdf.  
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Q. What is the NPC recovery/refund alternative to not having an AAC? 514 

A. The Company would recover NPC in rates that are set through GRCs and absorb/retain 515 

100 percent of the difference between the estimate of those NPC and the actual, 516 

incurred NPC into the indefinite future. To the extent that this NPC difference 517 

(variance) becomes untenable, the Company would file a subsequent GRC to update 518 

its NPC in rates. Under a prolonged period of non-stable NPC, it can be expected that 519 

the Company—for the financial health of itself or its customers—would file a GRC 520 

each year to accomplish the review and update of NPC in rates that would otherwise 521 

have been accomplished by an AAC. 522 

Q. How did AACs come to be? 523 

A. During World War I there was a rapid and relatively uncontrollable—by the utility—524 

increase in coal fuel prices. In response, as early as 1917, adjustment clauses were 525 

added to rate schedules in Illinois and the practice began to spread. During the 1970s, 526 

oil prices skyrocketed and AACs gained further prominence and use. These types of 527 

events underscored the electric utility’s financial exposure to relatively uncontrollable 528 

costs. Traditional general rate case type proceedings were considered too slow and 529 

cumbersome to manage these constantly changing fuel costs, which allowed for 530 

financial harm to the electric utility and potential discontinuation of service. In a world 531 

of constantly changing fuel costs, the proliferation of AACs continued throughout the 532 

decades until all traditionally-regulated states in the nation had an AAC.61 62 533 

 
61 Electric Utility Automatic Adjustment Clauses, THE BRATTLE GROUP (June 2006), 
https://www.brattle.com/wp-
content/uploads/2017/10/6314_electric_utility_automatic_adjustment_clauses_graves_et_al_june_2006.pdf.  
62 Joe H. Foy, Cost Adjustment in Utility Rate Schedules, 13 VANDERBILT LAW REVIEW 663 (1960), 
available at https://scholarship.law.vanderbilt.edu/vlr/vol13/iss3/4.  
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B. Advantages of AACs 534 

Q. What are the advantages of an AAC? 535 

A. There are at least seven. 536 

Q. What is the first advantage of an AAC? 537 

A. First, an AAC protects the financial health of an electric utility during periods of rapid 538 

increases in power costs. For an electric utility to remain solvent—i.e., avoid 539 

bankruptcy—and continue to provide service to its customers, it needs enough revenue 540 

to cover its costs. For an electric utility to attract and retain equity to fund necessary 541 

system assets for continued service to its customers, it needs to offer a rate of return 542 

comparable to the opportunity costs available to that equity. AACs provide a 543 

mechanism to achieve these goals. 544 

Q. What is the second advantage of an AAC? 545 

A. Second, an AAC protects customers during periods of rapid decreases in power costs 546 

by refunding power costs savings to the customer. 547 

Q. What is the third advantage of an AAC? 548 

A.  Third, utilities rely on bonds to finance a portion of capital expenditures. The interest 549 

rate required to attract potential bondholders depends partially on the risk related to 550 

non-stable earnings. AACs reduce the fluctuation in utility earnings and consequently 551 

decreases financing costs through decreased interest expense. This reduced expense 552 

correlates to reduced costs of electricity to customers.  553 

Furthermore, bond ratings agencies provide debt ratings through analysis of a 554 

utility’s ability to service debt. Reduced debt ratings impact more than interest rates. 555 

Power and fuel transactions depend on the creditworthiness of the utility. The lower 556 
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the creditworthiness, the lower the number of sellers willing to execute long-term 557 

contracts with the utility—example PPAs. This pushes the utility further into the short-558 

term markets, which increases exposure to relatively uncontrollable costs which, as 559 

mentioned above, harms the financial health of a utility absent an AAC—a vicious 560 

cycle. 561 

Q. What is the fourth advantage of an AAC? 562 

A.  Fourth, AACs and the associated, periodic rate changes provide timely signals to 563 

customers on energy scarcity, or lack thereof. Higher power costs are passed on in a 564 

timely fashion to customers as higher rates which aids energy conservation and 565 

ultimately increases system reliability. Lower power costs are passed on in a timely 566 

fashion to customers as lower rates, allowing for increased ability to consume 567 

electricity without reliability risks. Without AACs, customers can receive the wrong 568 

price signals, to the detriment of efficient energy usage and to the detriment of grid 569 

reliability. 570 

Q. What is the fifth advantage of an AAC? 571 

A. Fifth, AACs reduce the cost of regulation for state commissions and intervenors as 572 

they substitute for an increased frequency of GRCs which would be otherwise required, 573 

as mentioned above. 574 

Q. What is the sixth advantage of an AAC? 575 

A. Sixth, AACs more appropriately align costs with cost causation and reduces inter-576 

generational cost shifting. Without an AAC, the lag between rate cases can result in 577 

outdated NPC that are assessed to customers who didn’t consume—or were not 578 

responsible for—the power that went into the calculation of those NPC. 579 
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Q. What is the seventh advantage of an AAC? 580 

A. Seventh, as mentioned above, AACs are expected to reduce the occurrence of GRCs. 581 

This reduction in GRCs gives utilities relatively stronger incentives to increase the 582 

efficiency of cost management for those costs that are relatively controllable—non-583 

NPC—given that regulatory lag will increase for those non-NPC portions of the 584 

Company’s revenue requirement. Passing through the relatively uncontrollable costs 585 

through annual AACs enables the utility to focus on controlling the costs that are 586 

largely within their control. 587 

C. Disadvantages of AACs 588 

Q. What are the disadvantages of an AAC? 589 

A. There are at least four. 590 

Q. What is the first disadvantage of an AAC? 591 

A. First, when energy becomes increasingly costly, customers protest the mechanism that 592 

passes on the higher fuel costs to them. 593 

Q. What is the second disadvantage of an AAC? 594 

A. Second, it is hypothesized by some within the industry that AACs may encourage 595 

utilities to substitute fuel in favor of capital. For example, relying more heavily on 596 

resources which consume coal or natural gas, as compared to resources with no fuel 597 

costs such as wind or solar. 598 

Q. What is the third disadvantage of an AAC? 599 

A. Third, some within the industry claim that AACs provide for relatively less efficient 600 

management—inadequate incentives—of the relatively uncontrollable costs which the 601 

AACs address. 602 
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Q. What is the fourth disadvantage of an AAC? 603 

A. Fourth, some believe that AACs makes rates more difficult to understand by the 604 

consumer. This may generate suspicion regarding the purpose or usage of AACs. 605 

Q. To the extent that the above disadvantages of an AAC have merit, how can they 606 

be mitigated? 607 

A. Regarding, the first and fourth disadvantages—customer protest and customer 608 

suspicion—continuous proactive outreach and informed education provided to 609 

customers of the why, what, who, when, where and how of AACs should help to clarify 610 

any misunderstandings and allow for mutual understanding. 611 

  Regarding the perception that AACs provide for inadequate incentives to 612 

manage NPC, this isn’t accurate. Even with an AAC, utilities are incentivized to 613 

manage NPC—variable power costs—so long as a moderate fraction of the utility’s 614 

fixed costs—equity return—are recovered in the utility’s variable (energy) charges as 615 

set forth in rates. For example, in the long run, customer demand has elasticity as 616 

customers locate/relocate to areas of low electricity costs or adjust their electricity 617 

usage. Since a portion of fixed costs are embedded in rates through the energy charge, 618 

the more load the utility serves, the more equity return realized by the utility—even if 619 

rates are updated in a GRC. As NPC increases over time, the less customers 620 

locate/relocate to the Company’s service and the less energy customers use. Therefore, 621 

as NPC rise in the long run, equity return decreases. This is a powerful incentive for 622 

the utility to do what it can to control its relatively uncontrollable costs, i.e., NPC. 623 

Additionally, the Company competes with customer sited generation—such as rooftop 624 

solar or self-generation by large customers—which again incentivizes the utility to do 625 
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what it can to control its relatively uncontrollable costs—i.e., NPC—and maintain 626 

competitiveness.  627 

  Regarding the perception that AACs may encourage utilities to substitute fuel 628 

in favor of capital, exposure to this risk is diminished through the required regulatory 629 

approval for generation plant choices. 630 

D. Reply to DPU 631 

Q. What issue(s) do the DPU take with the AAC known as the EBA? 632 

A. The DPU claims that the EBA is not in the public interest63 and provides a list of 633 

reasons to support their belief. The DPU claims that that the EBA: (1) allows 634 

unreasonable cost shifting to future periods; (2) fails to properly align management 635 

incentives; (3) allows Company manipulation of proceedings and public information; 636 

(4) are exceptionally difficult to audit; (5) charges ratepayers with costs of errors for 637 

which an unregulated firm would be unable to recover; and (6) allows significant 638 

unilateral policy changes that impose significant costs before any meaningful 639 

Commission review.64 640 

Q. How do you respond? 641 

A. As an initial matter, the DPU lists six reasons why they believe the EBA is not in the 642 

public interest but list zero reasons why the EBA is in the public interest. At face value 643 

one may conclude that the DPU sees the EBA as providing nothing that is in the public 644 

interest. However, this is plainly not the case as evidenced by the seven advantages of 645 

the EBA listed above in my testimony, as well as the fact that all traditionally-regulated 646 

states in the nation have an EBA-type mechanism. 647 

 
63 Phase I Direct Testimony of Gary Smith, lines 296-298. 
64 Phase I Direct Testimony of Gary Smith, lines 358-368. 
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Q. Setting aside for the moment the many reasons why the EBA is in the public 648 

interest—what rebuttal do you have for the DPU’s first claim as to why the EBA 649 

is not in the public interest? 650 

A. The DPU’s first claim that the EBA “unreasonably shift[s] costs to future periods”65 651 

does not hold up to scrutiny and should more appropriately read that the EBA does not 652 

unreasonably shift costs to future periods as compared to the alternative. As stated 653 

above in my testimony as the sixth advantage of an EBA, the alternative to an EBA—654 

recovery of NPC through GRCs—exacerbates cost shifting. In and of itself, cost 655 

shifting, as the DPU describes it, will always be present so long as there is regulatory 656 

lag. Without an EBA, regulatory lag increases66 and costs become increasingly out of 657 

alignment with cost causation which increases inter-generational cost shifting. As 658 

NPC-in-rates becomes more outdated, NPC-in-rates begin to be assessed to customers 659 

who didn’t consume—or were not responsible for—the power that went into the 660 

calculation of those NPC. Company witness Ms. Steward further discusses the alleged 661 

cost shifting in her Phase I rebuttal testimony. 662 

Q. What rebuttal do you have for the DPU’s second claim as to why the EBA is not 663 

in the public interest? 664 

A. The DPU claims that the EBA “fail[s] to properly align management incentives.”67 As 665 

an initial matter, I have discussed how the DPU’s claim—the third perceived 666 

disadvantage of the EBA as discussed above in my testimony—is mitigated by the 667 

relationship between equity return and NPC. Regardless, the DPU supports its claim 668 

 
65 Phase I Direct Testimony of Gary Smith, line 369. 
66 Even if the Company were to file a GRC each year, the lack of interim rates—which exist in the EBA—
introduces more regulatory lag as compared to having an annual EBA. 
67 Phase I Direct Testimony of Gary Smith, line 404. 
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by stating or implying that: (1) “the EBA allows management to isolate a large set of 669 

costs while others may be fluctuating in ways favorable to the Company;”68 (2) absent 670 

an EBA, the GRC filings would allow for “full consideration of [the Company’s] cost 671 

structure,”69 and (3) absent an EBA there is potential avoidance of rate shocks.70 672 

  Regarding the claim that “the EBA allows management to isolate a large set of 673 

costs while others may be fluctuating in ways favorable to the Company.”71 Indeed, the 674 

very purpose of EBA type mechanisms is to isolate these relatively uncontrollable set 675 

of costs and reduce the financial exposure and associated risk to the customer of a 676 

potentially insolvent utility.72 To the extent that there are other non-NPC moving in a 677 

favorable direction, then the Company is perhaps doing well at controlling its 678 

controllable costs.  679 

Furthermore, the DPU claims that absent an EBA, the GRC filings would allow 680 

for “full consideration of [the Company’s] cost structure,”73 but then claims that the 681 

EBA “[is] [e]xceptionally difficult to audit.”74 Considering that lack of an EBA would 682 

incentivize more frequent GRCs which include—not only the components of the 683 

EBA—but all of the Company’s revenue requirement, it is conceivable that “full 684 

consideration of [the Company’s] cost structure”75 in a GRC results in decreased 685 

oversight of the subset of costs and revenues that are in the EBA, and the logic follows 686 

that the GRCs would be even more exceptionally difficult to audit. 687 

 
68 Phase I Direct Testimony of Gary Smith, lines 409-410. 
69 Phase I Direct Testimony of Gary Smith, line 415. 
70 Phase I Direct Testimony of Gary Smith, lines 419-420. 
71 Phase I Direct Testimony of Gary Smith, line 409-410. 
72 Company witness Ann E. Bulkley further discusses in her Phase I rebuttal testimony the risk imposed on the 
Company if the EBA were eliminated. 
73 Phase I Direct Testimony of Gary Smith, line 415. 
74 Phase I Direct Testimony of Gary Smith, line 364. 
75 Phase I Direct Testimony of Gary Smith, line 415. 
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  Lastly, as regards the implication that absent an EBA there is potential 688 

avoidance of rate shocks,76 the EBA allows for the variance between actual NPC and 689 

base NPC to be recovered annually in rates. This keeps NPC-in-rates current—albeit 690 

with some regulatory lag. Provided that the utility offers rate mitigation in a GRC that 691 

separates some of the overlap between the timing of EBA and GRC rate effective dates, 692 

then the existence of the EBA avoids rate shocks as compared to a scenario in which 693 

GRCs are the only cost recovery tool and are filed infrequently. If GRCs are filed more 694 

frequently due to lack of an EBA, then there is no difference in rate shock compared to 695 

the status quo, provided that the utility offers rate mitigation as previously discussed.  696 

  Company witness Ms. Steward further addresses the allegation that the EBA 697 

does not properly align management incentives in her Phase I rebuttal testimony. 698 

Q. What rebuttal do you have for the DPU’s third claim as to why the EBA is not in 699 

the public interest? 700 

A. The DPU’s claim that the EBA “allow[s] manipulation of proceedings and public 701 

information”77 is without merit. As an initial matter, the Company does not manipulate 702 

proceedings or public information in the sinister manner that the DPU implies. 703 

Regardless, the DPU’s claim is without merit because nearly all proceedings involving 704 

the regulation of utilities—not just EBAs—are complex and may result in simplified 705 

explanations when presenting to the public. Therefore—by the DPU’s logic—there are 706 

hardly any Commission proceedings that are in the public interest—which is a silly 707 

proposition—since the DPU’s claim would apply to nearly all proceedings. Company 708 

 
76 Phase I Direct Testimony of Gary Smith, lines 419-420. 
77 Phase I Direct Testimony of Gary Smith, line 428. 
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witness Ms. Steward further addresses the allegation that the EBA allows the Company 709 

to manipulate proceedings and public information in her Phase I rebuttal testimony. 710 

Q. What rebuttal do you have for the DPU’s fourth claim as to why the EBA is not 711 

in the public interest? 712 

A. The DPU claims that the EBA is “difficult to audit.”78 The proposition that because a 713 

task is difficult it is therefore not in the public interest is nonsensical. Conducting power 714 

operations in a prudent manner is also a “difficult” affair, requiring expertise and 715 

experience. Eliminating an important and widespread79 regulatory mechanism—the 716 

EBA—because it is “difficult” is not reasonable. Company witness Ms. Steward further 717 

addresses the allegation that the EBA is difficult to audit in her Phase I rebuttal 718 

testimony. 719 

Q. What rebuttal do you have for the DPU’s fifth claim as to why the EBA is not in 720 

the public interest? 721 

A. The DPU claims that “the EBA charge[s] ratepayers for errors that a competitive firm 722 

could not recover.”80 As an initial matter, the DPU states that it feels that they are forced 723 

to carry the burden of proving imprudence, as compared to the Company carrying the 724 

burden of proving prudence.81 However, there is no evidence submitted by the DPU to 725 

support that feeling.  726 

Regardless: (1) competitive firms pass on firm-specific costs quite frequently, 727 

inclusive of error costs, contrary to the DPU’s claim. Only in a hypothetical “perfect 728 

 
78 Phase I Direct Testimony of Gary Smith, line 447. 
79 Across all traditionally-regulated states in the nation, every state has an AAC that recovers—at bare minimum—
fuel and purchased power costs for each relevant electric utility under its jurisdiction. 
80 Phase I Direct Testimony of Gary Smith, line 477. 
81 Phase I Direct Testimony of Gary Smith, lines 494-498 
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competition” scenario would a firm not pass on expenses incurred due to error;82 and 729 

(2) it is not the case that “the EBA charge[s] ratepayers for errors”83 when considering 730 

the context of NPC in which imprudent costs are disallowed by the Commission. 731 

Company witness Ms. Steward further addresses the allegation that the EBA allows the 732 

Company to recover errors from customers that a competitive firm could not, in her 733 

Phase I rebuttal testimony. 734 

Q. What rebuttal do you have for the DPU’s sixth claim as to why the EBA is not in 735 

the public interest? 736 

A. The DPU claims that “the EBA allow[s] significant changes and large costs incurred 737 

before meaningful Commission review.”84 This argument is a red herring. If the EBA 738 

did not exist, the Company would still have to make changes to its operations prior to 739 

Commission approval to allow for safe, affordable or reliable electric service. To wait 740 

for regulatory lag on decision making would impair the ability of the Company to 741 

provide its service—regardless if the tool for NPC recovery was an EBA or a GRC. 742 

Company witness Ms. Steward further addresses the allegation that the EBA allows 743 

significant changes and large costs before Commission review, in her Phase I rebuttal 744 

testimony.  745 

 

 
82 Cost pass-through: theory, measurement, and potential policy implications, RBB ECONOMICS (Feb. 2014), 
https://assets.publishing.service.gov.uk/media/5a74a3a940f0b619c86593b8/Cost_Pass-Through_Report.pdf.  
83 Phase I Direct Testimony of Gary Smith, line 477. 
84 Phase I Direct Testimony of Gary Smith, lines 513-514. 
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Q. The DPU claims that “[w]ith 100 percent recovery for cost overrun, there is little 746 

if any incentive to manage costs or look for least cost alternatives.”85 How do you 747 

respond? 748 

A.  As an initial matter, variance between forecast NPC and actual NPC is not cost overrun. 749 

It is a common fallacy that—for the Company—the test period forecast NPC in a GRC 750 

(“forecast NPC”) is used in a budget or is an operational standard by which to judge 751 

actual NPC. Forecast NPC is set in a GRC using a forecasted test period based on what 752 

is known and expected at the time. The variables influencing NPC are relatively 753 

uncontrollable and actual system operations are largely in response to these relatively 754 

uncontrollable influences. In a GRC, the Company forecasts NPC based on these 755 

variables, which are also a forecast. In actual NPC these variables inevitably change as 756 

the Company responds operationally to these real-time variables influencing NPC.  757 

In other words, using forecast NPC as the operational standard by which to 758 

judge the efficiency of actual operations is not effective because in actual NPC, the 759 

influencing variables have changed. The variables include the load demanded by 760 

customers, weather events that affect both loads and generation from all resources, the 761 

output of qualifying facilities that the Company is obligated to purchase, the price of 762 

natural gas and electricity as determined by wholesale markets, among other things.  763 

Furthermore, the EBA calculation adjusts for the change between forecasted 764 

Utah retail sales and actual Utah retail sales, meaning that any over-collection or under-765 

collection of forecast NPC resulting from a change in Utah retail sales is accounted for 766 

in the EBA. Customer demand is entirely outside of the Company's control in the short 767 

 
85 Phase I Direct Testimony of Douglas W. Wheelwright, lines 309-311. 
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term. For these reasons, the concept of "cost overruns" in relation to the variance 768 

between forecast NPC and actual NPC is misplaced and meaningless. The forecast NPC 769 

have no impact on the actual, incurred NPC. 770 

Lastly, I have explained above in my testimony that the perception of the EBA 771 

not providing adequate incentives to manage NPC is not accurate. 772 

E. Reply to WRA 773 

Q. WRA discusses the EBA in some detail with their ultimate recommendation being 774 

elimination of the EBA, or some undefined alternative. How do you respond? 775 

A. Please first refer to my testimony above in response to the DPU and the advantages of 776 

the EBA. Please then refer to my testimony below—Section XII—which shows that 777 

most of WRA’s testimony on NPC is inaccurate or misleading and therefore provides 778 

no basis for their conclusions. 779 

Q. What is your recommendation? 780 

A. I recommend that the Commission not eliminate the EBA for all the reasons discussed 781 

above. 782 

XII. REPLY TO WRA 783 

Q. What issue(s) does WRA take with the NPC forecast? 784 

A. WRA questions the purpose of changes in modeling assumptions, claims that the 785 

Company’s explanations of NPC do not align with the modeling results and asserts that 786 

they are unable to fully grasp the complexity of the Company’s forecast NPC, which 787 

they appear to believe is related to the Company’s actual NPC.86 788 

 
86 Phase I Direct Testimony of Nancy Kelly, lines 619-863. 



Page 39 – Phase I Rebuttal Testimony of Ramon J. Mitchell  
 

A. Clarifications to WRA’s Testimony 789 

Q. Before discussing WRA’s issues, do you have any clarifications to make regarding 790 

their testimony? 791 

A. Yes, there are seven clarifications. 792 

Q. What is your first clarification? 793 

A. WRA attempts to examine the Company’s change in market purchases between the 794 

2020 GRC and the 2024 GRC, ostensibly to measure the Company’s reliance on the 795 

wholesale market in actual operations, with a conclusion that “[r]educing market 796 

reliance is needed to contain NPC.”87 However, their analysis is not grounded in any 797 

reality and is therefore meaningless.  798 

Actual NPC are not “contained” in a NPC forecast. The 2020 GRC produced a 799 

NPC forecast for CY 2021. That NPC forecast was factually inaccurate—an under-800 

forecast of $284 million total-company—and does not represent actual NPC incurred 801 

in 2021.88 Comparing a known-to-be-inaccurate representation of 2021 NPC with the 802 

current estimates of 2025 NPC produces no value as it concerns actual NPC. Instead, 803 

WRA should have compared actual 2021 NPC with the current estimates of 2025 NPC. 804 

Furthermore: (1) WRA isolates short-term firm purchases from system balancing 805 

purchases—despite them being the same thing—then proceeds to compare them 806 

separately, producing nonsensical results;89 and (2) WRA analyzes total dollar changes 807 

 
87 Phase I Direct Testimony of Nancy Kelly, lines 686-687. 
88 Direct Testimony of Ramon J. Mitchell, lines 136-139. 
89 System balancing purchases are short-term firm purchases and they cannot be meaningfully compared 
separately in this GRC. See Direct Testimony of Nancy Kelly, line 661; “short-term firm product[...] cost 
increased by 26,000% [emphasis added].” 
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without recognizing commensurate increases in load which—all else equal—drive cost 808 

increases without any impact to the individual customer. 809 

Q. After correcting for the various issues referenced above, how do NPC components 810 

compare between actual 2021 NPC and the forecast of 2025 NPC? 811 

A. Please refer to Confidential Exhibit RMP__(RJM-1R) — NPC Change for the correct 812 

percentage changes necessary to address actual operations. Of note is that short-term 813 

firm market purchases as a percentage of total system requirements  814 

, contrary to WRA’s claim.90 Furthermore, owned thermal 815 

generation prices have  by approximately , whereas short-term firm 816 

market purchase prices have  by approximately  contrary to WRA’s 817 

calculation of .91 818 

Q. What is your second clarification? 819 

A. As an initial matter, WRA claims that the Company’s explanations for increased 820 

purchased power expense in this GRC are not reasonable,92 and that those explanations 821 

exhibit a pattern of “mischaracterizations and misleading explanations.”93 Instead, 822 

WRA claims that the more reasonable explanation for increased purchased power is 823 

the increase in purchased power.94 The prior sentence makes no sense and is an 824 

immediate red flag. 825 

90 Phase I Direct Testimony of Nancy Kelly, lines 673-674. “The increase in the use of shorter-term products, 
from 5.6% of total requirements to 13.7% of total requirements.” 
91 Phase I Direct Testimony of Nancy Kelly, line 680, Figure ‘NPC in Dollars Per MWh 
Comparsion [sic] of the 2020 GRC NPC Filing with the 2024 NPC Filing.’ 
92 Phase I Direct Testimony of Nancy Kelly, lines 709-710. 
93 Phase I Direct Testimony of Nancy Kelly, line 847. 
94 Phase I Direct Testimony of Nancy Kelly, line 711. “A more reasonable explanation is the increase in market 
reliance.” Market reliance is a reliance on short-term firm market purchases (purchased power), therefore an 
increase in market reliance is an increase in purchased power. 

REDACTED
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  Regardless, WRA states that the Company explains the decline in coal 826 

generation between the 2020 GRC and the 2024 GRC—both forecasts, and not 827 

grounded in reality—to be a result of “coal supply issues in Utah resulting from the 828 

closure of the Lila Canyon mine.”95 That is a misleading representation of the 829 

Company’s testimony. The Company did not provide a direct explanation for the 830 

decline in coal generation between the two GRCs, since comparison to an inaccurate 831 

forecast—the 2020 GRC—is meaningless.  832 

The decline in coal generation between the 2025 NPC forecast with coal supply 833 

issues and a counterfactual 2025 NPC forecast without coal supply issues is the 834 

evidence that this decline is due to coal supply issues.96 Separately, the Company 835 

provided a history of the challenges faced by coal suppliers—and the associated coal 836 

supply—in a later section of testimony.97 This later section is unrelated to the 837 

Company’s comparison of changes between the two GRCs, but does explain the decline 838 

in coal generation. WRA’s assertion that “the significant decline in coal generation is 839 

not supported by the evidence in this case,”98 is misleading, inaccurate, and should be 840 

ignored. 841 

  Perhaps WRA was confused by the Company’s statement that “the impact of 842 

these coal supply challenges is an increase of $264 million on a total-company basis. 843 

This increase is driven by increased market purchases to cover the generation 844 

reduction.”99 This reference to generation reduction is a reference to the fact that coal 845 

 
95 Phase I Direct Testimony of Nancy Kelly, lines 715-716. 
96 Direct Testimony of Ramon J. Mitchell, lines 317-321. 
97 Direct Testimony of Ramon J. Mitchell, lines 384-450. 
98 Phase I Direct Testimony of Nancy Kelly, lines 722-723. 
99 Direct Testimony of Ramon J. Mitchell, lines 408-410. 
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generation would be increased if there were more coal supply. The statement above is 846 

unrelated to a comparison of the 2020 GRC to the 2024 GRC—which, as stated above, 847 

is a comparison that is not grounded in any reality and therefore meaningless. 848 

Q. What is your third clarification? 849 

A. With regards to the forecasted generation reduction at the Chehalis natural gas power 850 

plant, WRA claims that “it appears less likely that the decrease is the result of the Cap 851 

and Invest Program, and more likely that it is the result of an intentional modeling 852 

change that PacifiCorp made to reduce generation across the natural gas fleet [… that 853 

produces a …] pattern of declines [that] is somewhat remarkable.”100 This is factually 854 

inaccurate. As an initial matter, WRA is again comparing the 2020 GRC to the 2024 855 

GRC. Regardless, my testimony results are derived from NPC with-and-without 856 

scenarios that analyze the factual forecast changes to this GRC NPC due to the 857 

Washington Cap and Invest Program. As provided in supporting workpapers, the 858 

evidence is clear that the forecasted NPC impact of the Washington Cap and Invest 859 

Program in the 2025 test period  860 

 861 

 862 

Q. What is your fourth clarification? 863 

A. WRA claims that a modeling enhancement to accurately reflect the impact of ambient 864 

derates on thermal plants produces results that “are inconsistent with the evidence.”101 865 

WRA claims that this modeling enhancement assumes “an average [capacity] reduction 866 

 
100 Phase I Direct Testimony of Nancy Kelly, lines 754-756. 
101 Phase I Direct Testimony of Nancy Kelly, line 787. 

REDACTED
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of 580 MW,”102 that these results are “not consistent with an adjustment to account for 867 

summer heat,”103 and that the resulting ambient derates are “unrelated to ambient 868 

temperatures.”104 However, WRA’s analysis is completely erroneous and factually 869 

inaccurate. As an initial matter, WRA is again comparing the 2020 GRC to the 2024 870 

GRC. Regardless, as provided in supporting workpapers, the evidence is clear and 871 

factual that this modeling enhancement only derates capacity during the summer 872 

months (June – September), with the average derate being  873 

. 874 

Q. What is your fifth clarification? 875 

A. WRA attempts to explain some generation decreases through a purported discovery 876 

that “PacifiCorp reduced peak capacity fairly dramatically across all months and all 877 

units but Gadsby. As an example, the maximum capacity at Lake Side 1 was cut by 878 

nearly 200 MW in June and July and by 171 MW in January. This is not consistent 879 

with an adjustment to account for summer heat.”105 As another example, WRA 880 

calculates that the capacity forecasted in the 2020 GRC for the Chehalis natural gas 881 

power plant for January 2021 was 662 MW, as compared to the 2024 GRC which 882 

showed 506 MW for January 2025.106 However, WRA’s analyses are erroneous 883 

because they are based on faulty assumptions; (the greatest derate in capacity due to 884 

ambient temperatures is , with the average derate 885 

 
102 Phase I Direct Testimony of Nancy Kelly, line 800. 
103 Phase I Direct Testimony of Nancy Kelly, lines 793-794. 
104 Phase I Direct Testimony of Nancy Kelly, lines 773-774. 
105 Phase I Direct Testimony of Nancy Kelly, lines 790-794. 
106 Exhibit WRA__(NK-5), page 1. 

REDACTED
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across the five ambient temperature sensitive plants being —as mentioned 886 

above).  887 

As an initial matter, a cursory glance at PacifiCorp’s power plant data in the 888 

latest FERC Form 1 submission would reveal that Chehalis has a capacity of 506 MW 889 

when not limited by condenser water.107 At no point within FERC Form 1 is there a 890 

suggestion that Chehalis is capable of power output above 600 MW, let alone 662 MW. 891 

WRA’s numbers for most 2020 GRC natural gas power plant capacities are aggregate 892 

numbers—derived by WRA from the 2020 GRC NPC report—that are, using the 893 

Chehalis example, composed of two things: (1) the then-prevailing plant capacity (512 894 

MW); and (2) the minimum operating capacity of the plant at startup (150 MW). The 895 

second number is a subset of the first, and WRA is double counting capacity at most of 896 

the Company’s natural gas plants in their calculations. 897 

Q. What is your sixth clarification? 898 

A. WRA asserts that “PacifiCorp’s explanation that the closure of the Klamath units 899 

resulted in increased market purchases isn’t satisfying and reflects PacifiCorp’s failure 900 

in adequately planning.”108 As an initial matter, the Company has long planned for the 901 

removal of these generating units and consequently there is no “purchasing [of] 902 

replacement power in a high-priced market.”109 903 

107 FERC Financial Report. FERC Form No. 1, PACIFICORP, 2023/Q4, Steam Electric Generating Plant 
Statistics, page 402, Plant Name: Chehalis (Nov. 7, 2024), https://prdbhegtscom-
cactbhecoracloud.cec.ocp.oraclecloud.com/content/published/api/v1.1/assets/CONT083A259F0C7746A885857
4407F117D44/native/PAC+FERC+Form+1+2023.pdf?channelToken=43656b04884643bc9fe334ad550d375f&
download=false. 
108 Phase I Direct Testimony of Nancy Kelly, lines 813-814. 
109 Phase I Direct Testimony of Nancy Kelly, lines 816-817. 

REDACTED
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Regardless, WRA conflates the NPC forecast with NPC in actual operations. 904 

The Klamath River hydroelectric units110 used to exist, and now will not exist in the 905 

2025 test period. In supporting workpapers, NPC with-and-without scenarios 906 

demonstrate that removal of the hydroelectric facilities111 in combination with drought, 907 

decreases aggregate system generation and results in increased market purchases. This 908 

is an all-else-equal analysis, is factual, and does not consider correlated decisions in the 909 

planning horizon.  910 

  This failure to appropriately distinguish between the NPC forecast and actual 911 

operations, wherein NPC is actually incurred, is a recurring theme in WRA’s testimony. 912 

For example, WRA concludes that as a result of the NPC forecast impact discussed 913 

above—derived from a “one-off” sensitivity (i.e., all-else-equal)—“PacifiCorp should 914 

not be purchasing replacement power in a high-priced market.”112 However, the NPC 915 

forecast is a computer simulation of the real world. There are no market purchases 916 

occurring within—or as a result of—this simulation; (recall that the NPC forecast has 917 

no impact on actual operations and actual NPC incurred, as discussed above in Section 918 

XI(D)). 919 

Q. What is your seventh clarification? 920 

A. WRA concludes that “PacifiCorp inappropriately limited the ability of Aurora to sell 921 

cost-effective excess generation by imposing limits on sales at the Palo Verde and Mid-922 

Columbia market trading hubs.”113 The rationale for this belief appears to stem from 923 

 
110 JC Boyle, Iron Gate, Copco No. 1, and Copco No. 2. 
111 Of the four hydroelectric plants totaling 180 MW of capacity, JC Boyle, Copco No 1, and Copco No. 2, were 
dispatchable plants. 
112 Phase I Direct Testimony of Nancy Kelly, lines 816-817. 
113 Phase I Direct Testimony of Nancy Kelly, lines 819-821. 



Page 46 – Phase I Rebuttal Testimony of Ramon J. Mitchell  
 

WRA’s opinion that the Company’s explanation that “trading hubs in the spot market 924 

are no longer as liquid as they used to be,”114 is “nonsensical.”115 Additionally, WRA 925 

opines that “declining sales do not constitute a reason to cap sales.”116 926 

  WRA’s testimony is misleading. As an initial matter, the Company does not 927 

argue or imply that declining sales constitute a reason to cap sales. This portion of 928 

WRA’s testimony should be ignored. Regardless, the Company explained that first, 929 

“[f]rom the perspective of market sales, a liquid market is a market where the Company 930 

can find a buyer to take its excess energy whenever the prevailing market price is at or 931 

above the Company’s cost of production, regardless of hour or day.”117 Second, the 932 

Company explained that “Aurora operates with perfect foresight and assumes near 933 

unlimited market depth and full liquidity […] Aurora would therefore allow unrealistic 934 

off-system sales […]The market capacity limits inform Aurora of the limits on the 935 

depth of the markets being modeled.”118 936 

Q. What are the implications of this discrepancy between actual operations and the 937 

NPC simulation within Aurora? 938 

A. The fact that “trading hubs in the spot market are no longer as liquid as they used to 939 

be,”119 is indicative of the fact that the Company cannot always “find a buyer to take 940 

its excess energy whenever the prevailing market price is at or above the Company’s 941 

cost of production in actual operations.” 120 However, “Aurora operates with perfect 942 

 
114 Phase I Direct Testimony of Nancy Kelly, lines 825-826. 
115 Phase I Direct Testimony of Nancy Kelly, line 829. 
116 Phase I Direct Testimony of Nancy Kelly, line 837. 
117 Phase I Direct Testimony of Ramon J. Mitchell, lines 900-903. Emphasis added. 
118 Phase I Direct Testimony of Ramon J. Mitchell, lines 905-910. 
119 Phase I Direct Testimony of Ramon J. Mitchell, lines 935-936. 
120 Phase I Direct Testimony of Ramon J. Mitchell, lines 900-903. Emphasis added. 
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foresight,” 121 perfect efficiency, and no competition in the wholesale markets. 943 

Therefore—absent market sales capacity limits—Aurora can always find a buyer to 944 

take its excess energy whenever the prevailing market price is at or above the 945 

Company’s cost of production within the NPC simulation. 946 

  Again, WRA fails to appropriately distinguish between the NPC forecast and 947 

actual operations, wherein NPC is actually incurred. Put simply: (1) without 948 

consideration of the Western Energy Imbalance Market (“WEIM”),122 the Company 949 

trades electricity through phone calls / voice communication / text communication in 950 

actual operations and power system operators are limited in the number of entities they 951 

can hold a conversation with during any given hour; and (2) as the Company’s cost of 952 

production increases, counterparties turn to other sellers to purchase energy during the 953 

non-peak hours. Aurora, however, is not limited by communication issues and faces no 954 

competition from counterparties in the NPC simulation. Market sales capacity limits 955 

help to resolve these discrepancies. 956 

B. Reply to WRA 957 

Q. Please describe in further detail WRA’s issues with the Company’s NPC. 958 

A. First, WRA claims that since the Company “  959 

,”123 then “the incurrence of NPC will 960 

be higher in 2026 and beyond than it would otherwise be.” This speculation supports 961 

 
121 Phase I Direct Testimony of Ramon J. Mitchell, lines 905-910. 
122 The WEIM transactions are not modeled within Aurora, but instead reduce NPC through a topside adjustment, 
out-of-model. 
123 Phase I Direct Testimony of Nancy Kelly, lines 514-515. 

REDACTED
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WRA’s opinion that “the EBA [leads the Company to] prioritize its credit profile over 962 

reducing market reliance.”124 963 

Second, WRA uses the NPC forecast to ostensibly describe how “the increase 964 

in market reliance is much larger with significant cost consequences,”125 as compared 965 

to “FOT availability [changes] from [integrated resource plan (“IRP”)] to IRP.”126 966 

  Third, WRA makes several claims to support their assertion that the 967 

Company’s “NPC results are questionable,”127 and accompanied by “a pattern of 968 

mischaracterizations and misleading explanations.”128 WRA believes that “[their] 969 

critique of [the Company’s NPC] testimony helps underscore the need to align 970 

shareholders’ interests with customers’ interests.”129 971 

Q. How do you respond to WRA’s first issue? 972 

A. WRA claims that since the Company “  973 

,”130 then “the incurrence of NPC will be higher 974 

in 2026 and beyond than it would otherwise be.”131 This speculation supports WRA’s 975 

opinion that “the EBA [leads the Company to] prioritize its credit profile over reducing 976 

market reliance.”132 977 

Contrary to WRA’s opinion, the EBA provides the Company with the ability to 978 

execute cost effective PPAs since those prudent costs will be recovered through the 979 

EBA. Therefore, a reduction in new resource capital investments results in an increase 980 

 
124 Phase I Direct Testimony of Nancy Kelly, lines 547-548. 
125 Phase I Direct Testimony of Nancy Kelly, lines 650-651. 
126 Phase I Direct Testimony of Nancy Kelly, line 645. 
127 Phase I Direct Testimony of Nancy Kelly, line 688. 
128 Phase I Direct Testimony of Nancy Kelly, line 847. 
129 Phase I Direct Testimony of Nancy Kelly, lines 862-863. 
130 Phase I Direct Testimony of Nancy Kelly, lines 514-515. 
131 Phase I Direct Testimony of Nancy Kelly, lines 532-533. 
132 Phase I Direct Testimony of Nancy Kelly, lines 547-548. 
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in executed PPAs—which are mostly new resources, and similarly priced as owned 981 

resources in NPC—to reduce market reliance. As an example, for CY 2026—during 982 

which WRA believes NPC will increase due to a decrease in capital investments—the 983 

Company anticipates potentially executing additional PPAs for an  984 

. These acquisitions are 985 

inconsistent with WRA’s claim of “PacifiCorp prioritizing its credit profile over NPC 986 

containment,”133 and invalidates many of their arguments. 987 

Q. How do you respond to WRA’s second issue? 988 

A. WRA uses the NPC forecast to ostensibly describe how “the increase in market reliance 989 

is much larger with significant cost consequences,”134 as compared to “[front office 990 

transaction (“FOT”)] availability [changes] from IRP to IRP.”135 991 

In my first clarification of WRA’s testimony, I demonstrated that their analysis 992 

is not grounded in any reality and is therefore meaningless. After reconstructing their 993 

analysis, the results show that the increase in market reliance is not much larger, and 994 

therefore does not demonstrate the level of cost consequences suggested WRA.136 As 995 

mentioned above in Section VIII(A) of my testimony, in the 2025 test period market 996 

purchases are projected to decline from 2023 actuals and from estimates of 2024 997 

actuals. 998 

Q. How do you respond to WRA’s third issue? 999 

A. WRA makes several claims to support their assertion that the Company’s “NPC results 1000 

are questionable and illustrate the challenge for intervenors and regulators in 1001 

133 Phase I Direct Testimony of Nancy Kelly, lines 564-565. 
134 Phase I Direct Testimony of Nancy Kelly, lines 650-651. 
135 Phase I Direct Testimony of Nancy Kelly, line 645. 
136 Phase I Direct Testimony of Nancy Kelly, lines 650-651. 
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adequately policing NPC.”137 Furthermore, WRA asserts that the Company’s NPC 1002 

testimony is accompanied by “a pattern of mischaracterizations and misleading 1003 

explanations.”138 WRA believes that “[their] critique of [the Company’s NPC] 1004 

testimony helps underscore the need to align shareholders’ interests with customers’ 1005 

interests.”139 1006 

  However, my second, third, fourth, fifth, sixth and seventh clarifications to 1007 

WRA’s testimony demonstrate that most of the testimony support used by WRA to 1008 

explain why they believe that the Company’s NPC testimony and results are: (1) 1009 

questionable; (2) misleading; (3) challenging to understand; or (4) helpful in 1010 

underscoring their overarching conclusions—is inaccurate or misleading and therefore 1011 

provides no basis for their conclusions. Rather than the NPC results being challenging 1012 

to understand by parties, it is more accurately the case that the NPC results have been 1013 

challenging to understand for WRA themselves.  1014 

Q. Do you have any recommendations regarding WRA’s testimony on these issues 1015 

addressed above? 1016 

A. Most of WRA’s testimony on NPC issues is inaccurate or misleading and therefore 1017 

provides no basis for their conclusions—and their recommendations should be rejected. 1018 

Q. Does this conclude your rebuttal testimony? 1019 

A. Yes. 1020 

 
137 Phase I Direct Testimony of Nancy Kelly, lines 688-689. 
138 Phase I Direct Testimony of Nancy Kelly, lines 847. 
139 Phase I Direct Testimony of Nancy Kelly, lines 862-863. 
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