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Please state your name, business address, and present position with PacifiCorp
d/b/a Rocky Mountain Power (the “Company”).
My name is Michael G. Wilding, and my business address is 825 NE Multnomah Street,
Suite 600, Portland, Oregon 97232. My title is Vice President, Energy Supply
Management.

I. QUALIFICATIONS
Please describe your education and professional experience.
I received a Master of Accounting from Weber State University and a Bachelor of
Science degree in accounting from Utah State University. As Vice President, Energy
Supply Management (“ESM”), my responsibilities include directing the Company’s
front office organization in commercial and trading activities. ESM is responsible for
commercially managing Rocky Mountain Power’s diverse generation portfolio. This
includes the electric and natural gas hedging, term and day-ahead trading, real-time
trading, and system balancing. Prior to assuming my current position in February 2021,
I worked on various regulatory projects including general rate cases, the multi-state
process, and net power cost filings. I have been employed by the Company since 2014.
Have you testified in previous regulatory proceedings?
Yes. I have previously testified in front of the Public Service Commission of Utah
(“Commission”), and in Idaho, Wyoming, Oregon, Washington, and California.
What is the purpose of your rebuttal testimony in this proceeding?
The purpose of my testimony is to respond to the concerns raised by the Utah Division
of Public Utilities (“DPU”) witnesses Trevor Jones and Douglas D. Wheelwright

regarding the Company’s hedging policy and activities and the corresponding proposed
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adjustment made to remove certain market transactions from the Company’s revenue
requirement.
Please describe how your rebuttal testimony is organized.
My testimony begins with a discussion of how the Company operates and dispatches
its system to serve customers and then provides an introduction to the Company’s
hedging practices and the hedging policy. I then address the specific concerns raised
by the DPU.
Please summarize your recommendation to the Commission.
My testimony shows that the Company is appropriately engaging in hedging activities
consistent with a prudent hedging policy, and the Commission should reject DPU’s
$174 million removal of west side market transactions.

II. ROCKY MOUNTAIN POWER’S OPERATIONS

AND HEDGING PROGRAM

Please describe the Company’s system operations.
The Company has operated its system on an integrated basis across its six-state
territory since the Commission approved the merger of PacifiCorp and Utah Power
and Light Company, finding that the merger benefits, including substantial savings in
net power costs will result from the merger.! The Company’s resource mix continues
to be very diverse with hydro, wind, solar, coal, natural gas, and geothermal
generation used to meet its peak demand of over 10,000 megawatts (“MW”). In
addition, PacifiCorp has over 170 interconnections with other balancing authority

areas (“BAAs”) and transmission operators, including the California Independent

' Re Utah Power and Light Co., Docket No. 87-035-27, Order (Sept. 28, 1988) (“We further find that substantial
savings in net power costs will result from the merger.”).
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System Operator (“CAISO”). For hedging and system balancing purposes, PacifiCorp
relies on regional energy market hubs for wholesale energy transactions.

PacifiCorp currently has 1,600 MW of transmission rights, east to west,
connecting its PacifiCorp East (“PACE”) and PacifiCorp West (“PACW”’) BAAs.
This includes 510 MW of Idaho Power Company transmission and 1,090 MW of
PacifiCorp transmission. These transmission rights have allowed PacifiCorp to
optimize its diverse resource portfolio and transact at the lowest cost market hub to
balance the system and hedge physical power for reliability and to reduce volatility.
These transmission rights also allow PacifiCorp to maintain reserves on PACE and
PACW generation resources, rather than duplicate reserve obligations in both BAAs,
reducing total system operational costs.

PacifiCorp’s geographic footprint allows it to take advantage of efficiencies
and economies from both a planning and operational perspective due to retail load
characteristics, variable resource diversity, and wholesale power market
opportunities. This diversity of load and variable resources is effectuated through the
network of transmission capability and PacifiCorp’s ability to deliver its resources to
Utah for both energy and ancillary services.

Due to the diversity of its dispatchable resource fuel mix across its BAAs,
PacifiCorp is better able to manage price exposure to natural gas spikes, as well as
market fluctuations that may be due to low hydro years or low periods of variable
resource generation. Utah customers benefit from this diversity. This type of diversity
benefit is only available through the management of both BAAs on an integrated basis.

PacifiCorp has an extensive transmission capability throughout its service territory.
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Additionally, the introduction of the Western Energy Imbalance Market (“WEIM”) and
the capability to wheel sufficient amounts of power between PACW and PACE
provides PacifiCorp the ability to improve its intra-hour delivery of energy to both sides
of the system. As the WEIM has grown and provided a significant benefit to customers,
it has also provided PacifiCorp the ability to enhance the integration of its system across
both BAAs due to the enhanced dispatch on a five-minute basis, and, more importantly,
due to the availability of additional transmission capability.

This system diversity and geographic footprint provides benefits to Utah
customers by allowing increased imports from California and other markets across
the west when prices are low there and improves the economic benefits of PacifiCorp
resources including those resources in Utah when prices are high. PACE, with its
large operating range across the coal fleet, contains nimble resources that are able to
decrement to very low operating levels to maximize the amount of low-cost
generation that can be allowed on the system, both internally and externally through
the WEIM. The benefit of importing low-cost power through the WEIM is a direct
benefit to Utah customers through lower NPC.

Despite the fact that the Company has two BAAs, does the Company operate
and dispatch as a single system?

Yes. This seems to be one of the most pervasive misunderstandings in the DPU
testimony. The separate BAAs of PACW and PACE are a function of the North
American Electric Reliability Corporation (“NERC”). The Company optimizes the
system operations of the entire footprint, both BAAs, for the benefits of all its

customers across its six-state service territory. Importantly, the generation portfolio
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included in customer rates is not geographically based, e.g. the cost of generation
physically located in Utah is included in Oregon customer’s retail rates and vice
versa.
What is price hedging and what role does it play in utility operations?
Fundamentally, price hedging is an attempt by companies to stabilize costs and/or to
manage market volatility. It is certainly used in that fashion in utility operations, but it
is well understood that it is not possible to completely remove risk to overall costs or
revenues for a variety of reasons that I will discuss below. Neither is it possible to hedge
perfectly (i.e., optimally), given the imperfect information and imperfect financial
instruments available to market participants when they make price hedging decisions.
Price hedging is distinct from supply hedging, which is not necessarily intended
to manage price volatility risk, but to ensure access to adequate supply and
deliverability for the physical operability of the system. All physical purchase
transactions can be considered part of a supply hedge portfolio, as they introduce

physical length into the system.

What is the role of a hedging policy at a utility?

A hedging policy typically sets minimum and/or maximum limits for hedging activity.
In most companies, the policy is written to offer flexibility to traders (i.e., front office
personnel) because it is preferable to have subject matter experts managing risk
dynamically. Documents can be changed but, due to the review and approval
requirements of making changes to a hedging policy, they are not dynamic enough to
keep pace with volatility that may occur in energy markets. Policies should define

minimum acceptable limits and points beyond which the utility does not wish to go
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under most conditions. The remainder of the decisions around hedging are normally
managed by front office personnel.

What role can hedging have on net power costs (“NPC”)?

While hedging can help reduce volatility in power costs, its impact on NPC can vary
depending on the fixed price of the hedge relative to market conditions. If the fixed
price of the hedge is higher than prevailing spot market prices, hedging can lead to
increased NPC. Conversely, if the fixed price is lower than prevailing market prices,

hedging can result in reduced NPC.

Is there any such thing as a perfect hedge?

Yes, but only in financial markets and physical markets for which there is no potential
for volumetric variability and the standard products available can perfectly offset the
risk. Banks and other market makers typically transact in standard contract sizes, so
eliminating their open positions (long or short) is easily accomplished. For companies
operating in a utility space, loads, resource availabilities, variable energy resource
production, and other factors can only be forecasted imperfectly, so it is not possible to
perfectly hedge risk to overall costs. Essentially, utilities do not know years or months
ahead of time precisely what their load will be, what the hourly shape will be, what
resources will be available to serve it, or how sensitive it might be to external factors

(macroeconomic factors, ambient temperatures, etc.).



134

135

136

137

138

139

140

141

142

143

144

145

146

147

148

149

150

151

152

153

154

155

156

REDACTED

What are the overall goals of PacifiCorp’s hedging program?

PacifiCorp’s energy supply management department manages the energy commodity
position and utilizes PacifiCorp’s assets and liabilities (loads, generating resources,
contractual rights, and obligations) to: a) ensure reliable sources of electric power are
available to meet PacifiCorp’s customers’ needs, and b) reduce volatility of net power
costs for PacifiCorp’s customers.

Did the Company revise its hedging policy in 2021?

Yes. The Company made revisions to its hedging policy in 2021 that _

I < Company

implemented those changes, they were conveyed and presented to parties in Utah, as
well as the other states that the Company serves.

Please describe the Company’s hedging policy prior to 2021.
The Company’s hedging policy prior to the 2021 update was based on_

|
_. The _ output was used as the denominator of the -
T ———
_ (again, the only change to the _ of the policy in the
2021 update was the _).

On the power side, the Company previously did not have any specific -
- identified in the policy but adhered to a _
——,
- as inputs to a _ monthly prices in an attempt to
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determine the range of possible changes in NPC as a consequence of _

_. The limits were structured with the intention 0_
I Gi < the limited flexibility afforded to the
Company regarding its _, many of the _
I

As I will discuss below, the _ had issues that limited its
effectiveness in the changing marketplace of the Western United States.
How were the current power hedging limits developed?
Company personnel recognized that the former program was providing direction that

was contrary to the intention of the risk policy, which is to provide safe, reliable,

affordable energy to customers. Essentially, _
I

Company chose to alter the program to account for increasing reliability concerns and
increasing instances of scarcity pricing in the Western energy markets. The specific

limits were developed through collaboration between front office and risk management

over the course of months, using the newly (at the time) create_
_. The primary objective was to improve the Company’s

physical position and reduce its reliance on spot purchases during significant scarcity
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pricing events, in recognition of the increasing frequency and intensity of these events
in the Western United States (“U.S.”).

With that in mind, the Company has opted to establish |G
_Figure 1 below shows hourly prices at Palo Verde from the last five years.
Mere observation is sufficient to realize that prices have been more volatile over the
past three years (2024 not presented here because full-year data is not yet available).
That realization should make it clear why satisfying a material portion of the purchase
requirements in the sometimes wildly fluctuating real-time energy market is

inadvisable.

Figure 1 — Hourly Prices at Palo Verde, 2019-2023

Palo Verde Hourly Prices
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Please describe PacifiCorp’s current power hedging limits, as defined in the

Company’s Energy Risk Management Policy.

The Company’s power trading limits, as articulated in its current policy, are intended

to
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_ Doing so serves the dual goals of | [ GTEGTTEEN

Can you explain how PacifiCorp’s hedging program benefits Utah Customers?

PacifiCorp’s hedging program represents a prudent reaction to real anticipated
purchase activity that will be required in the future. Locking in prices ahead of time
serves to insulate customers in all jurisdictions from the frequently volatile day-ahead
and real-time markets. The impact on NPC will change depending on where those daily
and real-time prices seftle relative to the hedge prices, but failing to hedge leaves
customers exposed to procuring required energy at spot market prices which have

proven volatile in the recent past. The benefits adhere to customers in the form of actual

2 Exhibit RMP _ (MGW-1R) CONF - PacifiCorp Risk Policy
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NPC that exhibit lower volatility than they would exhibit without the benefit of the

program.

Can you explain specifically how the Company’s hedges at Mid-Columbia

benefit Utah customers?

The Company hedges to reliably serve system load, which means the Company could
_ Mona or Four Corners, which are trading hubs in or around Utah.
However, based on our experience trading in these markets, there is significantly less
liquidity, and trading at Mona and Four Corners can be less cost-effective compared to

Mid-Columbia.

III. DPU’S RECOMMENDATIONS
The DPU claims that there is a “large discrepancy between the East side of the
system and the West side of the system” and that the “volume of purchases on the
West side of the system indicates a level of purchases that are not likely to benefit
Utah proportionate to its proposed share of the costs.”3 How do you respond?
First, PacifiCorp does not hedge for the benefit of individual states; it hedges to
stabilize total-Company NPC. However, even setting that aside, the large discrepancy

between East and West purchase hedging requirements is a consequence of the -

I ictthat hedes on the
west side of the system are _ as compared to hedges on

the east side of the system, but that does not imply that the benefits of those hedges

only adhere to customers on the west side of the system. If not for the hedge program,

3 Phase I Direct Testimony of Trevor Jones, lines 173-176.
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that demand would still have to be satisfied in actual operations, but it would be
composed of real-time transactions executed at sometimes wildly fluctuating hourly
market prices, to unknown effect on NPC. The purpose of the hedge program is to
stabilize NPC across the entire system, and leaving a material portion of demand to be
satisfied at unknown future hourly prices would do nothing to accomplish that
stabilization on behalf of Utah customers. In fact, it would have the opposite effect, and
that uncertainty would be reflected in Utah rates in the same way that the costs of the
hedge program are currently reflected.

For a concrete example of how this benefits customers, consider the following
scenario: during a high demand period in the third quarter of the year, if the Company
has hedges in place on the west side of the system, that may prevent the need to use
transmission capabilities to _,
which in turn allows the Company to forgo a high priced purchase at Mona or some
other east side point of delivery (because the hedge allows east side generators to keep
their output on that side of the system). In other words, the cost of a purchase made
ahead of time can reduce fuel costs or additional purchases at volatile real-time prices
in actual operations, and the effects can be observed on either side of the system.
Table 4 of Mr. Jones’s Testimony states that 90 percent of the hedging program
is for the West side of the system.* Is this an accurate characterization?

The table presented by Mr. Jones shows that approximately 91 percent of the volume
is delivered to locations on the west side of the Company’s decision, and that the dollars

associated with those transactions compose approximately 89 percent of the hedge

4 Phase I Direct Testimony of Trevor Jones, lines 181-182.



250

251

252

253

254

255

256

257

258

259

260

261

262

263

264

265

266

267

268

269

270

program costs. For that reason, saying that 90 percent of the hedging program fakes
place in the West side of the system is reasonable, but characterizing the hedging
program as “for” the West side is wrong. As mentioned above, PacifiCorp does not
hedge (or operate) for the exclusive benefit of a single side of its system; it hedges to
optimize the system holistically, to the benefit of all customers, including those in Utah.
The DPU further claims that hedging only benefits Utah to a small degree because
“there is no substantial evidence in the record that the power from these
transactions can meaningfully service Utah load or offset other needs to benefit
Utah.”> Is the DPU significantly misunderstanding how the Company operates its
system to serve customers?

Yes. As mentioned above, the Company operates its system holistically and co-
optimizes to the extent physically possible, meaning that hedges executed for delivery
in the West have a material impact on comparable purchase quantities and/or resource
dispatch requirements in the East. In cases where all physical electricity is required to
serve load, hedging on a forward basis removes customers’ exposure to volatile spot
month pricing. Pointing out that those specific electrons may or may not be consumed
by Utah customers does not indicate that they have no impact on NPC, or do not benefit
Utah customers. Utah customers benefit from the geographic diversity of the
PacifiCorp system. Attempting to disallow legitimate costs related to system hedging
and balancing represents an attempt to claim the benefits of the system, without also

sharing in the costs of the system.

5 Phase I Direct Testimony of Trevor Jones, lines 189-191.
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Referencing the same testimony as the previous question, is the DPU ignoring how
costs and benefits are allocated across the Company’s system?

Yes. Utah is allocated the costs and benefits of all system generation, not just that on
the east side of the system. If the Company were to lose its focus on minimizing system
costs and purchase for Utah load at Mona or Four Corners, the results would likely be
an increase in NPC, since Mid-Columbia is generally more liquid in the term and tenor
of the products available and is sometimes priced at a discount to points of delivery on
the east side of the system. This means that there are more counterparties, more volume
available for sale, and those parties are willing to sell products at further out time
periods.

The focus on minimizing operational costs allows PacifiCorp to utilize
available capacity in the east to serve Utah load (even though the generation is
earmarked for states on the west side of the system). However, that approach requires
the purchase of energy on the west side of the system in order to serve load there. DPU
appears not to have considered how the Company could serve load across its system in
a least-cost fashion without making purchases. The mere fact that those purchases take
place at points of delivery on the west side of the system does not indicate that they are
not cost-minimizing, or do not convey benefits to all states through the cost allocations.
To disallow west side purchases and sales amounts to taking the benefits of generation
above Utah’s allocated share without acknowledging the associated costs to the rest of

the system.



292 Q. Is it possible to quantify the liquidity difference between the two sides of the
293 system?

294 A Yes. Looking at ICE day-ahead trading volumes between Palo Verde and Mid-

295 Columbia between 2018 and 2023, the average transacted volume at Mid-Columbia 1s
296 more than three times the average transacted volume at Palo Verde. The graph below
297 displays this relationship over time.
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299 In addition, when evaluating the number of available counterparties at each of
300 those locations over the same timeframe, Mid-Columbia has more than one and a half
301 times the number of counterparties willing to transact on any given day, on average.
302 Please note that this example uses Palo Verde instead of Four Corners or
303 Mona data because ICE does not publish data for those delivery points. However, this
304 comparison 1s more generous when you consider that Four Corners and Mona are less

305 liquid than Palo Verde.
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The DPU further claims that the Company fundamentally altered the hedging
program in 2021 without seeking approval and went beyond the guidelines
established after the 2010 general rate case.® Why was the change necessary?

As I discussed above, the Company’s changes to the hedging program were necessary
to ensure that the Company was providing safe and reliable service to customers. The
Company has never sought approval for any of its hedging programs. However, over
the course of two years, the Company has met with the DPU on at least eight occasions
(including technical conferences and informal meetings) and answered over ninety data
requests in Docket Nos. 22-035-06 and 23-035-06 to provide a deeper understanding
of the change in hedging policy. Additionally, the Company has a robust risk
management and oversight process that should be empowered to make the necessary
changes to the Company’s hedging policies in order to ensure that the Company is
continuously addressing market conditions and improving its processes.

DPU witness Jones claims that the costs of this program have significantly
increased.” DPU witness Wheelright claims that these increases coincide with the
change in the hedging policy.® Is this increase in costs solely due to the changes to
the program?

No, DPU has fallen into the trap that correlation implies causation. It is true that the
Company is hedging more than it has in the recent past. However, the increase in energy
market prices is driving the majority of the costs of the hedge program. When the

Company executes a hedge, it does so at or about the prevailing market prices at the

® Phase I Direct Testimony of Trevor Jones, lines 193-198.
" Phase I Direct Testimony of Trevor Jones, lines 197-108.
8 Phase I Direct Testimony of Douglas D. Wheelwright, lines 360-363.
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time of execution. When market prices remain elevated for an extended period of time,
the costs associated with prudently hedging the system will commensurately increase,
but that does not make them unreasonable. In fact, the elevated prices that the Company
has encountered when executing hedges in the recent past are strongly indicative of
market-wide concerns across the Western U.S. regarding the consistent availability of
energy at times of peak demand. In that way, the pricing itself indicates that shifting
the hedge program to account for reliability in addition to cost management has been a
reasonable and prudent response to market conditions. The costs associated with
physical balancing are a requirement of operating the system, and locking in those costs
on a forward basis reduces or eliminates exposure to volatile spot month and/or real-
time pricing.

DPU witness Wheelright also additionally claims that the Company’s change in
hedging policy has not been analyzed to determine if it is more expensive than the
previous program.’ How do you respond?

DPU witness Wheelwright misunderstands that the Company changed the hedging

policy to ensure that the hedging policy supported the goal of reliably serving load. I

have previously noted that the previous hedging policy _
Those conditions introduce volatility to actual NPC and diminish the Company’s
ability to ensure reliability, both of which directly conflict with the purpose of the

hedging policy itself. Therefore, changes were necessary to ensure the Company had a

% Phase I Direct Testimony of Douglas D. Wheelwright, lines 394-432.
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better policy that reflected system conditions and scarcity of power in the West.
Additionally, Company witness Mitchell has reviewed the analysis conducted by DPU
witness Wheelright and identified some significant methodological errors in the DPU
testimony, which are discussed in his Phase I rebuttal testimony.

The DPU claims that the Company is spending over $300 million a year without a
meaningful benefit to Utah ratepayers.!® Is this accurate?

No. Again, the Company optimizes its system holistically to the extent possible given
the physical constraints and requirements of serving load. _
allows the Company to avoid future purchase requirements or incremental dispatch,
allows for otherwise required load-serving resources to be decremented and potentially
allows for sales to be executed, generating revenues that offset NPC. This argument
also ignores the absence of a viable, cost-minimizing option, as I explained earlier in
my testimony. We cannot serve load without purchase activity, and that purchase
activity _ because those points of delivery have historically
exhibited greater liquidity.

DPU further claims that these cost increases are also tied to the Company’s
planning failures which rely too much on market purchases.!" How do you
respond?

This criticism is inaccurate and does not reflect the significant investments that the
Company has made over time. PacifiCorp has added substantial amounts of new
generation, which serves to reduce NPC for customers given that much of the new

generation has an incremental cost of zero dollars. Notably, DPU witnesses have

10 Phase I Direct Testimony of Trevor Jones, lines 199-203.
! Phase I Direct Testimony of Trevor Jones, lines 203-214.
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provided no evidence that the acquisition of some resource would have reduced rates
for Utah customers. More importantly, given the nature of this docket, the DPU has
provided no evidence that the Company had reason to know that a resource acquisition
would reduce rates for Utah customers at the time when resource planning decisions
were being made. In short, this argument is unsupported, misguided, and concerns a
topic that would be more appropriately addressed during a review of the integrated
resource plan than in a general rate case.

DPU claims that it is impossible to evaluate the transactions after the fact because
the market conditions cannot be reconstructed to assess the availability of
alternatives to the transactions.!” Is this an appropriate way to review the
Company’s hedging transactions?

First and foremost, this objection could be logically extended to disallow any hedge
program in use by any company. The inability of an entity to perfectly preserve all data
related to the precise state of the market at the time of execution is not a reason to object
to the hedge program generally. The question is not whether the Company behaved
perfectly, but whether it behaved reasonably, and the data warehoused by the Company
and provided in discovery during the energy balancing account dockets has been
sufficient to review the Company’s actions. As the Commission has previously noted,
“RMP’s traders operate in a power market that requires quick decision-making and
relies on much verbal communication, akin to what transpires on a trading floor. No
statute, rule, or prior order of the PSC of which we are aware mandates RMP create

contemporaneous records detailing the options available at the time it enters a trade and

12 Phase I Direct Testimony of Trevor Jones, lines 209-214.
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memorializing RMP’s analysis.”'* However, the Company does seek to ensure the
DPU can review its transactions and is currently engaged in a collaborative exercise
with DPU staff aimed at refining its documentation to strengthen this part of the

prudence review process and make more specific data available for review.

Additionally, the Company’s hedging program is about _
I (- o i szl price for pows

that is necessary to serve the system. DPU’s significant recommended disallowance to
simply disallow all hedging transactions on the west side has no relation to this
criticism.

DPU proposed to remove approximately $174 million from the Company’s
forecast NPC.! Is this a logical adjustment?

No. First, the DPU witness is using actual NPC from a single year for this proposed
adjustment, which is not logical in the context of a general rate case. More importantly
though, it necessarily supposes that balancing the system is free of cost, and that-
I b of which arc
demonstrably untrue. In fairness to the DPU’s witness, it should be noted that the
footnote in their testimony notes that their proposal represents a placeholder amount.
However, the mere proposal indicates that DPU is comfortable advancing an argument
in favor of a large, punitive disallowance, absent analytical rigor, and without a full

review of available evidence. This is troubling to the Company.

13 Rocky Mountain Power’s Application for Approval of the 2023 Energy Balancing Account, Docket No. 23-
035-01, Final Order at 18-19 (Feb. 23, 2024).
14 Phase I Direct Testimony of Trevor Jones, lines 222-238.
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In addition, I will note again that this proposal also fails to account for the fact
that the Company is behaving in a cost-minimizing fashion for the overall system, and
that the benefits of that behavior are distributed to system participants through the
allocation mechanisms.

The DPU suggests that there is a lack of clarity regarding how energy is used, and
whether it is later sold.”> Do you agree with this characterization of the
Company’s recordkeeping?

No. The Company does not track individual megawatt hours (“MWh”) to determine
where they go to serve load or precisely which spot sales might represent liquidation
of which forward hedges. However, there is ample evidence that the Company uses the
energy it procures as part of the hedge program. As an example of this, Confidential
Exhibit RMP_ (MGW-2R) shows Q3 2023 fixed price power transactions for delivery
to points on the - of the Company’s position, stratified by direction (buy/sell)
and transaction type (forward, day-ahead, real-time).'® Please note that this reflects
actual delivered volumes (i.e., the volumes include the impact of bookouts, etc.).

As can be seen in the exhibit, the Company will, at times, execute a small
amount of day-ahead and real-time sales activity (shown by the orange and dark green
bars) even though the forward hedging program directed purchases, and will also
sometimes require additional purchases (purple and light green bars) when forward
hedges are insufficient to ensure reliable service (or when dispatch economics change
to favor purchases over generation). Forward purchases make up the vast majority of

trading activity as shown by the large blue section of the graph. Net forward purchase

15 Phase I Direct Testimony of Trevor Jones, lines 225-227.
16 Exhibit RMP__(MGW-2R) CONF — Q3 Trading Volume.
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volumes of approximately 1.2 million MWh can be compared to net sales of 1,938
MWh in the day-ahead and real-time markets to demonstrate that the idea that the
hedges are not required to serve load, or that the Company’s hedge program is
somehow mefficient or wasteful from the perspective of Utah customers 1s unsupported
by evidence.

In fact, the Company’s hedge ratios are in the mid-nineties for July and August,
while being slightly over-hedged in September, which is expected given the relatively
cooler weather that customers experience as the third quarter ends. The table below
shows 2023 Q3 data stratified by month, direction, and trade program type (forward,

day-ahead, and real-time).

July | August I September |
Purchase Sale] Purchase Sale] Purchase Sale
397,728 - 448,862 (35,836) 391,560 (1,993)
44,983 (22,100) 33,517 (14,137) 8,661 (17,350)
11,473 (15,060) 5,807 (12,056) 3,321 (28,997)
454,184 (37,160) 488,186 (62,029) 403,542 (48,340)|
= - (-
| | |

Please note that the Company was a net purchaser of power in the spot months
in July and August, despite the volume of forward hedging activity. This should
demonstrate that, notwithstanding a reasonable amount of spot activity required in
order to balance the system in light of weather conditions, PacifiCorp needs the power
it purchases on a forward basis to serve load. In fact, without those forward hedges, the
amount of spot activity would have to increase, exposing customers to the greater

volatility of the spot market.
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Should the Commission adopt the DPU’s recommendation?

No, as I describe in my testimony, the adjustment of $174 million proposed by the DPU
is based on a mischaracterization of how the Company operates and dispatches its
system and should be rejected.

Does this conclude your rebuttal testimony?

Yes.
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