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Q. Are you the same Shelley E. McCoy who submitted direct, amended direct

testimony and Phase I rebuttal testimony in this proceeding on behalf of

Pac

Wh

The

Div

ifiCorp d/b/a Rocky Mountain Power (“RMP” or the “Company”)?

A. Yes.

I. PURPOSE OF TESTIMONY
at is the purpose of your Phase I surrebuttal testimony?
purpose of my surrebuttal testimony is to address certain issues raised by the

ision of Public Utilities (“DPU”) witnesses Thomas A. D’ Ambrosia, Eric Orton,

Justin Christensen, Ryan Daigle, Jeffrey S. Einfeldt, and Shauna Benvegnu-Springer

and

Western Resource Advocates (“WRA”) witness Nancy Kelly in Phase I rebuttal

testimony. I also affirm the calculations presented by Utah Association of Energy

(“UAE”) witness Kevin C. Higgins in rebuttal testimony. Specifically, I provide

surrebuttal testimony that supports the following positions:

The Company’s Phase I rebuttal testimony incorporated changes to pro-forma
capital additions, for cancelled or delayed projects including Project Litespeed;
The Company’s Phase I rebuttal testimony presented the level of generation
overhaul expenses requested for the forecast 12-month period beginning January 1,
2025 through December 31, 2025 (“Test Year”) which is based on a historical
average, adjusted for the conversion of Jim Bridger Units 1 and 2;

The Company’s Phase I rebuttal testimony accepted a portion of the $6.6 million
adjustment proposed by the OCS related to legal expenses and discussed the level
expected for the Test Year;

The Company’s Phase I rebuttal testimony included an adjustment to normalize
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uncollectible expenses to a level that is lower than the 0.255 percent rate proposed
by Mr. D’ Ambrosia;

e The Company’s Phase I rebuttal testimony addressed the proposed adjustments to
Test Year wheeling revenue forecast;

e The Company’s Phase I rebuttal testimony addressed the appropriate ratemaking
treatment associated with certain Klamath hydro facility assets;

e The Company’s Phase I rebuttal testimony discussed the Company’s position with
regards to the proposed elimination of the Pension Settlement Adjustment
Balancing Account (“PSABA”);

e [ clarify the amount of expense included in the case associated with the Company’s
Annual Incentive Plan (“AIP”); and

e [ address the proposal of WRA witness Nancy Kelly to reduce the Energy
Balancing Account (“EBA”) carrying charge.

Q. Based on the Phase I rebuttal testimony filed by the intervening parties, did the
Company modify the $513.7 million Jurisdictional Allocation Model (“JAM”)
revenue requirement increase supported in your rebuttal testimony?

A. No. However, as stated in the Phase I surrebuttal testimony of Company witness Ryan
Fuller, the Company has identified a correction that reduces Utah allocated rate base
by $14.2 million. This correction reduces revenue requirement by approximately $1.3
million.

Many of the adjustments discussed in the Phase I rebuttal testimony filed by
intervening parties were already incorporated into the revenue requirement presented
in the Company’s Phase I rebuttal case. For example, the adjustment to the pro-forma
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capital additions proposed in the rebuttal testimony of DPU witness Mr. Daigle was
already incorporated in the revenue requirement I presented in my rebuttal testimony.!
My rebuttal testimony also incorporated adjustments to generation overhaul,
uncollectible expense, and legal expenses; however, the recommendations proposed by
DPU witnesses Mr. D’Ambrosia® and Mr. Orton® differ slightly from those
incorporated in my rebuttal testimony.

II. PRO-FORMA CAPITAL ADDITIONS

Q. Can you please describe the adjustment DPU witness Mr. Daigle proposed to pro-
forma capital additions?

A. Mr. Daigle observed that the Company’s pro-forma capital additions that were
provided in the direct filing had a number of projects that have since been cancelled or
delayed and will no longer be used and useful in the Test Year. Office of Consumer
Services (“OCS”) witness Donna Ramas and UAE witness Mr. Higgins both proposed
adjustments to remove these cancelled or delayed projects as part of their Phase I direct
testimony. Mr. Daigle supports the adjustment proposed by Ms. Ramas. Mr. Higgins
proposed further adjustments to revise the revenue requirement in the Test Year for the
Gateway South transmission project and Project Litespeed that are now supported by
Mr. Daigle. My rebuttal testimony incorporated the adjustment proposed by Ms. Ramas
for cancelled or delayed capital projects, which included removing Project Litespeed.
Therefore, the only adjustment supported by Mr. Daigle that the Company did not

include was the adjustment proposed by Mr. Higgins related to the Gateway South

! Phase 1 Rebuttal Testimony of Ryan Daigle, lines 25 — 90.

2 Phase I Rebuttal Testimony of Thomas A. D’ Ambrosia, lines 102 — 144 (generation overhaul), lines 145 — 203
(legal expenses) and 204 — 239 (uncollectible).

3 Phase I Rebuttal Testimony of Eric Orton, lines 183 —225.

Page 3 — Phase I Surrebuttal Testimony of Shelley E. McCoy



68

69

70

71

72

73

74

75

76

77

78

79

80

81

82

83

84

85

86

87

88

transmission project.
Did the DPU offer any additional arguments or evidence with regards to its
support for Mr. Higgin’s adjustment related to the Gateway South transmission
project?
No. DPU witnesses Mr. Orton and Mr. Daigle supply brief testimony in support of Mr.
Higgins adjustment, but do not introduce any new evidence. The Company responded
to the arguments related to this project in the Phase I rebuttal testimony of Company
witnesses Richard A. Vail and Rick T. Link.

III. GENERATION OVERHAUL EXPENSE
What are DPU’s recommendations related to generation overhaul expenses?
DPU witnesses Mr. D’Ambrosia and Mr. Orton propose adjustments to generation
overhaul expenses in their Phase I direct testimony. In Phase I rebuttal testimony,
Mr. D’ Ambrosia continues to support the exclusion of all actual overhaul costs related
to the Jim Bridger Units 1 and 2 from the historical average.* His recommendation is
largely based on the premise that, due to the conversion of Jim Bridger Units 1 and 2
from coal to natural gas, these units should be excluded from the historical average
used for Test Year overhaul expenses. In Mr. D’ Ambrosia’s Phase I rebuttal testimony,
he offers his opinion on the adjustment to generation overhaul expenses recommended
by OCS witness Ms. Ramas while supporting his initial recommendation.’> Mr. Orton’s
Phase I rebuttal testimony continues to support the ratemaking principle applied when

calculating Test Year generation overhaul expenses as “appropriate and reasonable.”®

4 Phase I Direct Testimony of Thomas A. D’ Ambrosia, lines 299 — 301.
5 Id. at lines 140 — 144,
¢ Phase I Rebuttal Testimony of Eric Orton, lines 221 — 225,
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Would you like to address anything further on the recommendations to generation
overhaul expense?
No. My rebuttal testimony presented the Company’s recommendations, including the
inclusion of a revenue requirement adjustment related to the conversion of Jim Bridger
Units 1 and 2.

IV. LEGAL EXPENSES
Please describe the methodology used by the Company to develop a Test Year
forecast for legal expenses.
Consistent with the methodology for forecasting legal expenses in prior general rate
cases, the Company relies on the 12-month historical period ending December 31, 2023
(“Base Period”) actual legal expenses as a proxy for Test Year legal expenses. This
approach does not seek recovery of specific legal activities, but rather establishes a
level of expense that is reasonably expected to be incurred in the Test Year.
What adjustments were proposed to Test Year legal expenses?
In Phase I direct testimony, Mr. D’ Ambrosia proposes to remove approximately $26.6
million, total-Company, of legal expense from the Test Year associated with wildfire
events. In Mr. D’ Ambrosia’s rebuttal testimony, he adopts an incremental adjustment
for $6.6 million, total-Company, that was proposed in the direct testimony of OCS
witness Ms. Ramas.” In my rebuttal testimony, the Company accepted a portion of the
$6.6 million incremental adjustment proposed by Ms. Ramas. Specifically, the rebuttal
revenue requirement removed $4.1 million, total-Company, of legal expenses recorded

in FERC Account 923 that represented prior period expenses and absent the expectation

" Phase I Rebuttal Testimony of Thomas A. D’ Ambrosia, lines 200 — 203.
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of reimbursement, would have been expensed in 2021 or 2022. The remaining $2.5
million of the incremental $6.6 million, as well as the $26.6 million, are addressed
further in my rebuttal testimony.

V. UNCOLLECTIBLE EXPENSE
Did Mr. D’Ambrosia recommend an adjustment to uncollectible expense in his
Phase I direct testimony?
Yes. Mr. D’ Ambrosia noticed the Base Period uncollectible expense was elevated when
compared to prior, historical periods. Accordingly, Mr. D’Ambrosia recommended
using an uncollectible rate of 0.255 percent, based on historical periods, as a way to
normalize Test Year uncollectible.® In his rebuttal testimony, Mr. D’ Ambrosia offers
his opinion on the adjustment to uncollectible expense proposed in the direct testimony
of OCS witness Ms. Ramas as “sound” and ““another option for the Commission to
consider.”
Did the Company include a revision to uncollectible expense in its revenue
requirement presented in Phase I rebuttal testimony?
Yes. As addressed further in my Phase I rebuttal testimony, the Company incorporated
an adjustment to normalize uncollectible expenses in an effort to remove the higher
than anticipated level that was incurred in the Base Period. This adjustment includes
using a revised uncollectible rate of 0.208 percent, which is lower than the 0.255

percent rate addressed by Mr. D’ Ambrosia in Phase I rebuttal testimony.

8 Direct Testimony of Thomas A. D’ Ambrosia at lines 267 — 268.
% Rebuttal Testimony of Thomas A. D’ Ambrosia at lines 233 — 239.
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VI. WHEELING REVENUE

Did the Company include any adjustments to the wheeling revenue forecast in its
revenue requirement as presented in Phase I rebuttal testimony?
No.
Have any parties offered rebuttal testimony on the wheeling revenue forecast?
In Phase I rebuttal testimony, Mr. Christensen supports the two wheeling revenue
adjustments proposed in the Phase I direct testimony of Ms. Ramas.!® The first
adjustment is to increase the Open Access Transmission Tariff (“OATT”) rate for a
portion of the Test Year based on the 2024 estimated OATT rate. My rebuttal testimony
fully addresses why the 2024 estimated OATT rate is inflated and should be rejected.
The second adjustment is to impute projected wheeling revenues for a 500 MW point-
to-point customer. This was previously addressed in the rebuttal testimony of Company
witness Mr. Vail. As such, the Company continues to support the wheeling revenue
forecast that it presented in the direct filing.

VII. KLAMATH HYDROELECTRIC FACILITY
Please describe the adjustments adopted by Ms. Benvegnu-Springer related to the
Klamath hydro facility.
Ms. Benvegnu-Springer adopts three specific adjustments which were recommended
in the Phase I direct testimony of Mr. Higgins. These adjustments impact the Klamath
regulatory asset balance, the Fall Creek Hatchery, and a Klamath-related transmission

investment (OTP0189).!!

10 Phase I Rebuttal Testimony of Justin Christensen, lines 9 — 38.
! Phase I Rebuttal testimony of Shauna Benvegnu-Springer, lines 40 — 46.
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Do you agree that Ms. Benvegnu-Springer’s adjustment is consistent with that
proposed in the direct testimony of Mr. Higgins?

Ms. Benvegnu-Springer states that based on the DPU’s review and analysis of the
adjustments proposed by Mr. Higgins, she recommends the Commission adopt all three
Klamath-related adjustments. While I agree that her recommendations related to the
Klamath regulatory and Fall Creek Hatchery are similar, I do not believe the adjustment
for the transmission investment (OTP0189) is consistent.

Can you please briefly describe the Klamath-related adjustments proposed in the
direct testimony of Mr. Higgins?

Yes. In my review of Mr. Higgins’ Phase I direct testimony, he recommends the
Commission apply retro-active ratemaking principles to certain costs that were
included in the revenue requirement from the Company’s 2020 Utah General Rate
Case, Docket No. 20-035-04 (“2020 GRC”). His recommendation is largely based on
a concept that the Company has over-collected funds related to Klamath and those
should be used to buy-down certain Klamath costs the Company is seeking for recovery
in this docket, specifically the Klamath regulatory asset and transmission investment
(OTP0189). Related to the Fall Creek Hatchery, Mr. Higgins’ primary recommendation
is to disallow this project based on his interpretation of the terms in the 2012 Settlement
Stipulation filed in Docket No. 11-035-200. My rebuttal testimony addresses
Mr. Higgins’ adjustments to the Klamath over-collection and buy-down while the
Phase I rebuttal testimony of Company witness Timothy J. Hemstreet addresses the

Fall Creek Hatchery.
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Why do you believe that Ms. Benvegnu-Springer and Mr. Higgins have different
recommendations on the transmission investment (OTP0189)?

My understanding of the adjustment to the transmission investment (OTP0189)
proposed by Mr. Higgins is to simply buy-down this asset with the funds he conjectured
were over-collected. This is vastly different from the recommendation presented by
Ms. Benvegnu-Springer who states:

“The Klamath-related transmission costs were recorded as a Utah

liability, with 100% of the cost allocated to Utah. Since power

generation and transmission have ceased, the costs should cease.

The Division (DPU) agrees that the following adjustments should

be made to stop recovering phantom costs.”!?

Ms. Benvegnu-Springer is simply incorrect. First, I am not sure what Ms. Benvegnu-
Springer means when she refers to this transmission investment as a “Utah liability,
with 100% of the cost allocated to Utah.” Page 8.5.27 of my Exhibit RMP__ (SEM-3)
identifies this project as Transmission Plant Addition allocated on the SG, or System
Generation, allocation factor. This means this transmission investment will be recorded
as a transmission plant asset and system-allocated across all six of the Company’s state
retail jurisdictions.

Additionally, the Company provided the project justification on Page 8.5.43 of
Exhibit RMP__ (SEM-3) that this transmission related Klamath project (OTP0189) is
needed to maintain PacifiCorp’s transmission system following the decommissioning
of the Klamath hydro facilities. Mr. Higgins does not appear to take issue with recovery

of this asset but rather suggests the Commission should adopt a buy-down adjustment.

Ms. Benvegnu-Springer is recommending the Commission “stop recovering phantom

12 Phase I Rebuttal Testimony of Shauna Benvegnu-Springer, 140 — 143.
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costs” which this is not. In fact, this transmission project is required to maintain the
PacifiCorp transmission system and hardly related to the decommissioning of the lower
Klamath hydro facilities at all. As such, I take issue with the DPU’s recommendation
related to this particular item and recommend the Commission reject this proposal.
VIII. PENSION SETTLEMENT ADJUSTMENT BALANCING ACCOUNT
(“PSABA”)

Q. Does the Company have a position on continuation of the PSABA?
No. UAE witness Mr. Higgins proposed in his direct testimony the potential
elimination of the PSABA."® On the contrary, Mr. Einfeldt provided rebuttal testimony
on behalf of the DPU’s position in favor of retaining the PSABA.'* Specifically,
Mr. Einfeldt alludes to the fact that the PSABA is “simple in design and does not
require significant time to prepare or review annually.” The Company agrees with the
statements made by Mr. Einfeldt and does not oppose his recommendation.
Nonetheless, as stated in my rebuttal testimony, I also do not oppose Mr. Higgins’
recommendation to discontinue the PSABA and the Company does not have a position
on this issue.

IX. UAE COST OF CAPITAL CALCULATIONS

Q. You stated previously and also affirmed the calculations provided in the rebuttal
testimony of Mr. Higgins. What do you mean?

A. Mr. Higgins provided table KCH-1-R in his rebuttal testimony which calculates the
cost of capital impact of other parties’ recommendations on the revenue requirement

adjustments he supported in his direct testimony. While I have not been able to validate

13 Direct Testimony of Kevin C. Higgins at lines 1169 — 1171.
14 Rebuttal Testimony of Jeffrey S. Einfeldt at lines 18 — 39.
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the exact figures represented in this table, I have no reason to doubt the reasonableness
of his calculations.
X. ANNUAL INCENTIVE PLAN

Do you have anything you would like to address related to the Company’s Annual
Incentive Plan (“AIP”)?

Yes. Mr. Orton’s Phase I rebuttal testimony responds to certain parties’ proposals on
the Company’s AIP, which is also addressed in the Phase I rebuttal testimony of
Company witness Julie Lewis. However, on lines 107 — 109 of Mr. Orton’s rebuttal
testimony, he emphasizes that the Company’s annual incentive plan adjustment is
“muddied by the Company giving three separate amounts for AIP...” I take issue with
this statement. The three amounts of AIP he is referring to are shown on Page 4.2.6 of
Exhibit RMP_ (SEM-3) and illustrate the actual payout of AIP for calendar years
2021, 2022 and 2023. As stated on line 595 — 598 of my direct testimony, the Company
applies a three-year historical average payout as a way to develop a Test Year
projection for AIP. The Company did not “muddy” its proposed Test Year AIP
calculation by providing three separate amounts, but simply provided the supporting

details of the actual AIP payouts in the calculation of the three-year average.
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XI. ENERGY BALANCING ACCOUNT CARRYING CHARGE
Western Resource Advocates witness Nancy Kelly states in her Phase I rebuttal
testimony that the carrying charge rate used for the EBA should be set to a
minimal amount of 0.1 to 0.25 percent to satisfy the EBA statute that requires a
carrying charge.!> Do you agree?
No. There is no reason to depart from the practice of using the customer deposit rate
established in the Company’s Electric Service Schedule No. 300 (“Schedule 300”) for
the EBA carrying charge. This is consistent with all other regulatory assets and
liabilities.
Ms. Kelly states in her testimony that the current carrying charge on the EBA” is
the Company’s cost of debt.!® Is this accurate?
No. The current carrying charge on the EBA is the Commission approved customer
deposit rate under Schedule 300, which is based on Aaa and Baa corporate bond yields
as published by Moody’s analytics and is typically lower than the Company’s cost of
debt.
Does this conclude your Phase I surrebuttal testimony?

Yes.

15 Utah Code Ann. 54-7-13.5(2)(i).
16 Phase I rebuttal testimony of Nancy Kelly, line 112.
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