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Q. Are you the same Jack Painter who previously submitted direct testimony in this
proceeding on behalf of PacifiCorp d/b/a Rocky Mountain Power (“PacifiCorp”

or the “Company”).

A. Yes.

PURPOSE OF TESTIMONY
What is the purpose of your rebuttal testimony?
My rebuttal testimony responds to various issues and adjustments raised in the direct
testimony of Wyoming Industrial Energy Consumers (“WIEC”) witness Mr. Bradley
G. Mullins and the direct testimony of Office of Consumer Advocate (“OCA”) witness
Mr. William C. Achi, relating to the energy cost adjustment mechanism (“ECAM”)
recovery. I specifically address the following points:

+ System optimization and an explanation of three market purchases that the OCA
identified;

*  WIEC’s proposed wind performance adjustment and recommendations—the
rebuttal testimony of Company witness Timothy J. Hemstreet provides further
explanation to the disallowance recommendation and the prudence of the
Company’s operations;

*  OCA’s proposed ECAM processes surrounding the review of market purchases;

*  WIEC’s calculation of replacement power cost for an outage at the Chehalis
natural gas plant—the rebuttal testimony of Company witness Brad D. Richards
provides a further response to the disallowance recommendations made by both

WIEC and the OCA relating to outages;

Rebuttal Testimony of Jack Painter 2
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*  WIEC’s calculation of a contingent liability and proposed accounting treatment
relating to costs associated with Wildcat Coal, LLC (“Wildcat”)—The rebuttal
testimony of Company witness James C. Owen provides a further response to
the disallowance recommendations made by WIEC; and

*  WIEC’s proposal to disallow all legal costs associated with Bridger Coal
Company—the rebuttal testimony of James C. Owen also provides a further
response to the disallowance recommendations made by WIEC.

I. OPTIMIZATION AND MARKET PURCHASES
Please summarize the OCA’s testimony regarding market purchases.
The OCA requests “the Company to provide explanations and justification in its
rebuttal filing of a sampling of several market purchases [ ] identified throughout [its]
analysis.”! In particular, OCA requests an explanation of three market purchases made
by the Company during the 2023 deferral period. OCA does not claim that these market
purchases were imprudent and does not recommend any adjustment at this time relating
to market purchases in its testimony.?

PacifiCorp appreciates OCA’s testimony and looks forward to continued
collaboration and dialogue on this matter. OCA recently met with the Company’s
trading floor (“front office”) personnel in Portland, Oregon for two days to gain a
deeper understanding of the important role of market purchases in optimization and the
process for when market purchases are made. Additionally, OCA has met with the

Company informally on another occasion to discuss this issue during the pendency of

! Confidential Direct Testimony of William C. Achi at 16.
21d. at 29.

Rebuttal Testimony of Jack Painter 3
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this proceeding. PacifiCorp appreciates the time, travel, and effort OCA has undertaken
to engage with the Company on this issue.

Before providing an explanation of the referenced market purchases, can you
please provide a general summary of PacifiCorp’s system.

PacifiCorp has been in operation since 1910 and has operated its system on an
integrated basis across its six-state territory since the Wyoming Public Service
Commission (“Commission”) approved the merger of Pacific Power & Light and Utah
Power & Light Company. The Company’s resource mix remains highly diverse,
including coal, natural gas, hydro, wind, solar, and geothermal generation to meet its
peak demand of over 12,500 megawatts (“MW”). Additionally, PacifiCorp maintains
over 170 interconnections with other balancing authority areas (“BAAs”) and
transmission operators, including the California Independent System Operator
(“CAISO”). For system balancing purposes, PacifiCorp relies on regional energy
market hubs for wholesale energy transactions and the Western Energy Imbalance
Market (“WEIM”).

PacifiCorp currently has 1,600 MW of transmission rights, connecting its
PacifiCorp East (“PACE”) and PacifiCorp West (“PACW”) BAAs from east to west.
This includes 510 MW of Idaho Power Company transmission and 1,090 MW of
PacitiCorp transmission. PacifiCorp’s geographic footprint enables it to take advantage
of efficiencies and economies from both planning and operational perspectives,
benefiting from diverse retail load characteristics, resource variability, and wholesale

power market opportunities.

Rebuttal Testimony of Jack Painter 4
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Due to the diversity of its dispatchable resource fuel mix across its BAAs,
PacifiCorp is able to effectively manage exposure to natural gas price spikes and market
fluctuations caused by factors such as low hydro years or reduced variable resource
generation. This kind of diversity benefit is achievable only through the integrated
management of both BAAs.
PacifiCorp also has extensive transmission capability across its service territory.
As the WEIM has expanded, it has delivered significant benefits to customers, allowing
PacifiCorp to enhance the integration of its system across both BAAs. This is due in
part to the enhanced dispatch on a five-minute basis and, more importantly, the
availability of additional transmission capability. In PacifiCorp’s 2023 general rate
case, the Company reported that the WEIM lowered forecasted total-Company net
power costs (“NPC”) by approximately $108 million,* and CAISO publishes quarterly
reports that provide the benefits PacifiCorp has realized from its participation, totaling
$154.3 million in the 2023 deferral year alone.*
Q. Can you also provide a brief explanation of how the Company optimizes its system
for least-cost/risk-dispatch?
A. At a basic level, dispatch decisions are made based on a least-cost/risk-economic
dispatch optimization model, which is standard utility practice. The Company employs
a professional team of front office personnel to utilize this optimization model to

dispatch the system in the most cost-effective and risk-managed manner. Specifically,

3 See, In the Matter of the Application of Rocky Mountain Power for Authority to Increase its Retail Electric
Service Rates by Approximately $140.2 Million Per Year or 21.6 Percent and to Revised the Energy Cost
Adjustment Mechanism, Docket No. 20000-633-ER-23,

4 Western Energy Market, Benefits Report, available at:
https://www.westerneim.com/Pages/About/QuarterlyBenefits.aspx

Rebuttal Testimony of Jack Painter 5
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the PCI Energy Solutions (“PCI”) optimization model considers all relevant inputs and
is used to determine the best possible unit dispatch schedule to economically meet all
system obligations for the next business day as the lowest cost possible based on the
circumstances. When it is more economical to use market purchases rather than draw
upon owned generation, traders will make those purchases, consistent with the least-
cost/risk-dispatch principles.
Can you please address the specific market purchases mentioned in OCA’s
testimony?
Yes. The OCA highlights three specific trades for which it would like more information
and are set forth below. The PCI optimization model informed these transactions as the
most economic to balance the system on those particular days, given the operational
circumstances existing at the time the trades were made. In addition, PacifiCorp is
obligated to operate in a manner to assure stability of the grid, by ordering real-time
changes to generation and transmission power flows. Below I provide an explanation
of each of these three transactions identified by OCA:
1. Endur Deal 2281686 - Purchase 25MW Heavy Load Hours (“HLH”) for
delivery 2/2/2023 at Mona $195/megawatt-hours (“MWh”) (Execution
Date 2/2/23) - The purpose of this energy purchase was to serve PacifiCorp
system load. Each day the traders utilize the PCI optimization model in order
to economically serve system obligations, and the model economically directs
the dispatch of available generation, along with available transmission in order
to serve its obligations. However, in this case, the system was still short and the

model identified at which points to economically transact. During periods of

Rebuttal Testimony of Jack Painter 6
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market stress, it is not uncommon for some transactions to be either higher or

lower than the index price due to the timing of those transactions.

Endur Deal 2283511 — purchase SOMW HLH 4C for delivery 2/16 — 17/2023

$83/MWh (Execution Date 2/15/23) -

N

were no Mona transactions executed on the Intercontinental Exchange (“ICE”

this day, and therefore there was no Mona index price for this trade date

Endur Deal 2305262 — purchase 300MW HLH for delivery 8/16/2023 at
MidC minus ($7/MWh) = $969.39/MWh (Execution Date 8/16/23) - For this

trade date, due to the extreme temperatures across the west, day ahead prices

|
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II. WIND PERFORMANCE ADJUSTMENT
What does WIEC recommend in the ECAM for a wind performance adjustment?
WIEC recommends that the Commission reduce the 2023 ECAM deferral balance by
$4.4 million due to alleged underperformance of certain Company-owned wind
resources, consider a capital disallowance of these resources, maintain and strengthen
the sharing mechanism in the ECAM, and order the Company to engage a third party
expert to assess the alleged underperformance.’
Does the Company agree that WIEC’s adjustment or recommendations are
reasonable?
No. The rebuttal testimony of Company witness Timothy J. Hemstreet responds to
WIEC’s claims and provides support for the Company’s position that wind plant
operations were prudent. I provide further testimony on WIEC’s proposed adjustment

and recommendations.

5 Direct Testimony of Bradley G. Mullins at 36.
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Does WIEC’s wind underperformance adjustment take into account economic
wind curtailments on PacifiCorp’s system resulting in lower wind production
levels?®

No. WIEC’s adjustment considered all variances below the P50 forecast to be
considered “underperformance” and fails to take into account that some portion of the
variance would be due to economic curtailments, which are compensated in the WEIM
market. Compensation received is passed back to customers as part of the WEIM
settlements. PacifiCorp economically bids its owned wind facilities in the CAISO
WEIM market by submitting a curtailment price set at a level sufficient to compensate
for the lost production tax credits and renewable energy credits, less any wind taxes
and lease production payments avoided. The compensation received from the locational
marginal prices can exceed the level included in PacifiCorp’s energy bid.

Economic bidding of wind curtailments is a key component of least-
cost/economic dispatch allowing for proper optimization and economic decisions about
which resources can be curtailed during times of surplus. WIEC’s statement: “given the
emerging year-over-year underperformance, clearly something is going wrong”’
demonstrates a lack of understanding of economic curtailments and general grid

operations.

6 1d. at 36.
"1d. at 39.

Rebuttal Testimony of Jack Painter 9
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Q. Do you agree with WIEC’s recommendation that the Commission “maintain and
strengthen the sharing mechanism in the ECAM”3 due to the claimed wind
underperformance?

A. No. The ECAM has historically only been modified in a general rate case and not in an
ECAM filing. PacifiCorp currently has disproportionately large sharing bands
compared to the other investor owned utilities in Wyoming. In its current general rate
case, the Company has a proposal to modify the ECAM sharing bands to ensure
Wyoming customers of one utility are not disadvantaged as compared to customers of
another utility. Second, the premise of WIEC’s recommendation is based on the
incorrect premise that that a P50 forecast conducted over seven years ago in a CPCN
application is a guarantee on performance in any given ECAM deferral year, rather than
a forecast consistent with the definition WIEC described earlier in that: “production is
expected to be higher than the estimate 50% of the time and lower than the estimate
50% of the time,” as discussed in further detail in the testimony of Timmothy J.
Hemstreet. ° WIEC provides no evidence that the Company did not operate its resources
in a least-cost/risk economic manner during the deferral period and instead only
speculates on what is “possible.”'® The Commission should not consider such a
proposal in this proceeding because the proposal is unsupported in the record.

I11. ECAM PROCESSES - MARKET TRANSACTIONS
What does the OCA recommend for future ECAM Filings?

The OCA recommends the Company work with the Commission and other parties to

8 Id. at47.
% Id. at 40.
10 74 at 36-37.

Rebuttal Testimony of Jack Painter 10
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create a “feasible process for verifying [ ] market purchases throughout the year.”!! In
particular, OCA recommends that the Company include a very large volume of
information in future ECAM applications identified on pages 30-31 in its direct
testimony.

How do you respond to OCA?

The Company is always willing to continue working collaboratively with the OCA and
other parties to answer any questions they have pertaining to any cost in an ECAM
filing, including market purchases. In fact, during the pendency of this proceeding,
OCA traveled to Portland to meet with Company personnel in person for two days, the
Company met with the OCA again informally, and answered 32 data requests, not
including subparts. The Company believes that current Commission processes are
adequate to review any costs within its ECAM filing.

Does the Company believe that providing the large volume of

information requested by OCA will enhance existing Commission processes?
No. Providing extremely large sets of data up front in the initial application is
burdensome for the administrative record, the Commission, intervening parties, and the
Company, especially when the data may or may not be relevant or used. This approach
is unnecessary, as relevant data can be obtained through the discovery process. OCA
has not explained why it could not request the information listed through a data request
or how requiring the production of extremely large amounts of data with the initial
application would be helpful. It is important to note that parties may not want to conduct

such an extensive analysis of market transactions every year. The Company already

' Direct Testimony of William C. Achi at 29-30.

Rebuttal Testimony of Jack Painter 11
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provides hourly transactions as part of the Company Minimum Filing Requirements
No. 1 that can serve as the basis for discovery. In cases where parties want to audit a
particular transaction, they can issue data requests accordingly.

In fact, the information requested on the three market purchases discussed
earlier in my testimony could have been addressed through a data request instead of
requested by the OCA in rebuttal testimony. PacifiCorp recommends that the OCA
continue to work collaboratively with the Company and utilize the established
Commission discovery processes for information. Accordingly, PacifiCorp
recommends that the Commission not impose such a burdensome requirement to
provide excessive and largely irrelevant information in the initial application. Instead,
parties can request specific information in a data request as needed in future ECAM
filings. This ensures efficiency and avoids overloading the administrative record and
process with unnecessary and cumbersome data.

How does the Company propose to resolve the OCA’s need to validate market
purchases?

The Company proposes to work with OCA and any other interested parties in the
ECAM filings to validate market purchases. As noted, a list of the Company’s hourly
transactions is already provided as part of the Company’s Minimum Filing
Requirements No. 1. Intervening parties should review that list and select any specific
transactions for further review and additional information through the discovery
process, as it would be nearly impossible to audit every transaction due to their sheer
volume.

As demonstrated, the Company is always open to meeting with any Wyoming

Rebuttal Testimony of Jack Painter 12
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party to discuss any aspect of an ECAM filing. In other jurisdictions, the Company
sometimes even meets with certain parties before a power cost deferral mechanism
filing is made. The Company encourages and is willing to do that with any of the
Wyoming parties. The OCA, or any other party, can review transactions and determine
whether further discovery is necessary for any of the purchases. Through ongoing
discovery and collaboration with the Company to ensure that parties’ needs are met,
any resulting recommendations can be made in response testimony, to which the
Company can respond in rebuttal testimony. The Commission can then make a
determination based on the evidence submitted in the record.

Do any other jurisdictions utilize a similar approach to auditing the Company’s
market purchases?

Yes. For many years, both Utah and Idaho have utilized a similar structured and
principled approach to the one the Company has recommended above, which has
worked well for all parties involved. To illustrate an example, the Utah Division of
Public Utilities (“DPU”) typically reviews the hourly data of market transactions
provided in the initial application, selects a sample set of transactions for further
examination, issues any necessary data requests, and submits any necessary testimony
following their review.

I am not aware of any jurisdiction that audits every single market transaction
due to the sheer volume or that requires the production of extensive and potentially
unnecessary market transaction information to be filed as part of a net power cost
deferral docket. For example, in its most recent public report, the DPU’s consultant

Daymark explains: “Based on our review of the power physical transactions and the

Rebuttal Testimony of Jack Painter 13
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supporting information provided to us, we find no reason at this time to adjust EBA

costs for all but five of the power physical deals included in our sample.”'? In particular,

in 2022, there were 17,727 power physical deals alone, represented by 39,657 entries.

Thereafter, Daymark provided its conclusion on the sample transactions and a

recommendation for an adjustment to the deferral balance.!® This is an established

process that is acknowledged to work well and is utilized across multiple jurisdictions.
IV.  OUTAGE REPLACEMENT POWER COSTS

Q. Please describe WIEC’s proposed adjustment for an outage at the Chehalis
natural gas generating plant.

A. WIEC recommends reducing NPC from the ECAM by $12,285,200 on a total-
Company basis or $1,683,086 on a Wyoming-allocated basis, after including
application of the sharing band and interest, for an outage at the Chehalis generation
plant on the basis that the Company acted imprudently.

Q. Does the Company agree that the proposed adjustment to the ECAM recovery
due to the Chehalis generation plant outage is warranted?

A. No. The rebuttal testimony of Company witness Brad D. Richards responds to the
merits of WIEC’s proposed adjustment and provides support for the Company’s
position that plant operations were prudent.

Q. Did you review WIEC’s calculation for the replacement power costs with the

Chehalis generation plant outage?

12 Utah Public Service Commission, Rocky Mountain Power s Application for Approval of the 2023 Energy
Balancing Account, Docket No. 23-035-01, DPU Exhibit No. 2.2 - Public Executive Summary (November 7,
2023) (emphasis added), available at:
https://pscdocs.utah.gov/electric/23docs/2303501/330672DPUExhbt2.2Daymark AdtRprtCY202211-7-2023.pdf
(last visited Oct. 8, 2024).

B
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Yes.

Notwithstanding the Company’s opposition to the proposed adjustment, does the
Company agree with WIEC’s calculation of the replacement power costs?

No. While the Company generally agrees with the approach that WIEC used in its
calculation, WIEC’s calculation includes an assumption that is completely inaccurate.
WIEC:’s calculation of lost megawatt-hours (“MWh”’) assumed that the units impacted
by the Chehalis outage would have been dispatched at full capacity, which is simply
incorrect.

Has the Company provided a more appropriate estimate of replacement power
costs for the Chehalis generation plant outage?

Yes. To calculate the replacement power costs during the outage period, the lost MWhs
should be calculated consistent with the monthly capacity factors used to determine
NPC in Base NPC rates. Base NPC was set in the 2020 general rate case (Docket No.
20000-578-ER-20) and includes a monthly capacity factor for each generation facility
modeled in the Company’s Generation and Regulation Initiative Decision Tool
(“GRID”) model. This methodology is consistent with the structure of the ECAM, as it
excludes the replacement power cost for only the generation included in Base NPC,
and all other costs are trued-up in the ECAM calculation as normal. Using the capacity
factor in Base NPC rates reduces the lost MWhs. Additionally, while the Company
generally agreed with the approach of WIEC’s calculation for replacement power costs
outside of the adjustment for the plant capacity factor, it made minor updates to inputs
to include the heat rate modeled for the Chehalis natural gas generating plant from Base

NPC rates, actual costs of gas consumed at Chehalis versus the Sumas trading hub, and

Rebuttal Testimony of Jack Painter 15
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also included the actual variable operation and maintenance (“VOM?”) costs.

What is the Company’s calculation of replacement power costs for the Chehalis
generation plant outage?

On a total-Company basis, the estimated replacement power costs for the outage at
Chehalis are $7,698,284, or $1,054,687 on a Wyoming-allocated basis after including
application of the sharing band and interest.

Has WIEC previously been made aware of this incorrect assumption of estimating
replacement power costs at full capacity?

Yes. In Docket No. 20000-492-EA-16, Company witness Michael G. Wilding rebutted
WIEC’s replacement power costs calculation for an outage at the Lake Side 2 natural
gas facility and pointed out this error in WIEC’s approach at that time.

OCA recommends that the Company provide the replacement power costs
associated with certain outages it has identified. How do you respond?

The OCA recommends that the Company provide a calculation of replacement power
costs associated with certain outages in rebuttal testimony.' Historically, if a party
recommends a disallowance, it will propose a disallowance amount that the Company
can respond to, similar to how WIEC has made a proposal in this proceeding. In this
circumstance, the other outages identified by OCA (not including the aforementioned
Chehalis outage) amounted to a cumulative total of approximately 40.2 hours. In actual
operations, PacifiCorp’s system operates dynamically, and therefore a unit’s outage
would change a number of system operational events, such as (but not limited to)

ramping up/ramping down of other online generation units and utilizing contract rights

14 Confidential Direct Testimony of William C. Achi at 35.

Rebuttal Testimony of Jack Painter 16
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and market transactions. The Company commits to collaborating with the OCA to
develop a methodology on how to estimate replacement power costs should it be
necessary.

TREATMENT OF BRIDGER COAL COMPANY CONTINGENT LIABLITY
Please summarize WIEC’s proposed adjustment relating to the Bridger Coal
Company (“BCC”) legal judgment?

WIEC has proposed an adjustment to the ECAM of $15,212,855 on a total-Company
basis or $2,201,485 on a Wyoming-allocated basis using the System Energy (“SE”)
allocation factor of 15.72% for the Company’s treatment of a legal judgment against
BCC, not including the sharing band. The rebuttal testimony of James C. Owen
provides further testimony in response to this proposed adjustment.

Have you reviewed WIEC’s proposed calculation?

Yes. While WIEC’s proposed calculation in Confidential Exhibit WIEC 300.2
ultimately shows the correct amount, the amount cited in testimony of $2,201,485 is
incorrect and should be $2,392,205. After application of the sharing band, the
Wyoming-allocated proposed adjustment is $1,913,764, not including interest.

Please summarize WIEC’s accounting proposal for the treatment of the
contingent liability associated with Wildcat Coal LLC (“Wildcat”).

WIEC claims that, despite this cost being accrued in calendar year 2023, it should not

be included in this ECAM because the Company has appealed the judgment. '3

15 Direct Testimony of Bradley G. Mullins at 15-16.

Rebuttal Testimony of Jack Painter 17
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Is it appropriate to record a contingent liability for the Wildcat judgment even
though PacifiCorp has appealed the judgment?

Yes. Generally Accepted Accounting Principles (“GAAP”) guidance requires that a
contingent liability be accrued when it is probable that a liability has been incurred and
the amount of the loss is reasonably estimated. PacifiCorp’s internal published
accounting policies for contingencies define “probable” as a 70 percent or greater
likelihood. Receiving a court judgment to pay an amount that can be estimated satisfies
the 70 percent likelihood threshold, irrespective of how successful PacifiCorp
subjectively believes BCC will be on appeal. The amount of the judgment was
calculated by PacifiCorp and approved by the United States District Court of Wyoming,
so the dollar amount meets the “reasonably estimated” criteria.

WIEC states that the accounting treatment that the Company proposed in this
filing is inconsistent with the accounting treatment used for the initial advance
royalty payment made in 2021, where it was recorded as a prepaid asset, not a
period expense in NPC. Is this accurate?!®

No. The accounting treatment was appropriately different for the 2021 advance royalty
payment and the 2023 legal judgment costs. The 2021 advance royalty payment was
recorded as a prepaid asset in BCC’s financial records because it was anticipated that
those costs would be recovered from Wildcat in future periods as coal production
exceeded the 45 percent minimum production requirements. Because a prepaid asset
was recorded on BCC’s financial records, there was no coal consumed expense, or in

other words, no NPC recorded on PacifiCorp’s financial records. In contrast, the 2023

16 1d. at 18-19.
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judgment costs were the result of the district court ruling, which mandated that
historical royalties should have been calculated differently, resulting in additional
current period expenses that would not be recoupable from Wildcat in future periods.
If PacifiCorp is not required to pay the federal district court judgment to Wildcat
following the appeals process, but the accrued royalty amounts were included for
recovery under the current ECAM, please explain how those amounts could be
returned to customers.

If the Company is not required to pay the judgment, the Company would create an
accounting entry that reverses the original accrual that would reduce NPC. The
accounting period of the reversal would appear in NPC and the corresponding ECAM
that matches the same deferral period. For example, if the reversal occurs in calendar
year 2024, then PacifiCorp’s ECAM application to be filed in 2025 that covers the
calendar year 2024 deferral period will account for the reversal.

The Company is required to properly account for the judgment through accrual
accounting. The Company accrued the costs in calendar year 2023. No costs for future
periods are included in the judgment. Once the appeal is finalized, the Company will
either finalize payment of the judgment or create a reversal of the accrual.

VI. BRIDGER COAL COMPANY LEGAL COSTS
Please summarize WIEC’s proposed adjustment relating to legal expenses
associated with Bridger Coal Company.
WIEC claims that all legal costs incurred by Bridger Coal Company should be

disallowed, regardless of whether they were associated with the Wildcat litigation.!” In

7 Id. at 24.
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other words, WIEC’s recommendation includes a disallowance of prudent costs that
have no association with its proposed disallowance. PacifiCorp provided the total legal
expenses incurred by BCC in the deferral period as a response to discovery from WIEC
(WIEC Data Request 5.19).

Can you please list the legal fees incurred associated with the referenced Wildcat
litigation?

The Company was unable to separate all BCC legal fees by individual legal matter as
requested by WIEC during discovery. However, BCC does have a record of the legal
expenses incurred specifically related to the Wildcat litigation. The total BCC legal
expenses in the 2023 deferral period are -, with the amount related to Wildcat
-. PacifiCorp’s 67 percent share of the total BCC legal costs are- and
the total-Company amount related to Wildcat is -

How do you respond to WIEC’s argument that these costs should not be included
for recovery in the ECAM?8

Legal fees are a common, necessary, and prudent cost in operating a business, including
a utility or a coal mine. While PacifiCorp’s legal expenses are typically forecasted in a
general rate case and recovered in base rates, legal expenses attributable to and incurred
by BCC are a component of NPC because 67 percent of the costs to operate BCC are
recorded in PacifiCorp’s accounting records as coal consumed expense which is a
component of NPC and recovered through the ECAM. BCC legal expenses have
historically been deemed a prudent component of NPC and recovered through the

ECAM. In addition, as discussed below, these legal fees related to Wildcat have already

18 1d. at 23-24.
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provided customer benefits, and potentially will provide further benefits depending on
the outcome of the appeals process.
Does the Company believe that these legal costs were prudently incurred?
Yes. In particular, BCC was successful on an issue in this litigation that lowered NPC
by approximately $16 million on a total-Company basis, as explained in the rebuttal
testimony of Mr. Owen. WIEC’s proposed adjustment implies that the alternative
prudent course of action would have been to incur an additional $16 million in cost by
agreeing with Wildcat’s interpretation of the lease, and therefore not incur legal costs.
In other words, if BCC operated in accordance with WIEC’s opinion and did not incur
legal costs in this matter, NPC would have been $16 million higher in the 2023 deferral
year. The Company does not agree that such an approach would have been prudent.
Rather, the fact that the Company obtained a $16 million reduction alone demonstrates
that these costs were prudently incurred, and no adjustment to the ECAM is warranted.
Given the fundamental ratemaking principle adopted by this Commission called the
“matching principle,” any order disallowance of the legal costs should also remove the
corresponding $16 million benefit."

The rebuttal testimony of Mr. Owen provides further discussion on why BCC’s
interpretation of the lease agreement and defending the lawsuit was reasonable, and
how the Company can prevail on its remaining claims on appeal to provide further

benefits to customers.

19 See e.g., Re PacifiCorp, Docket No. 20000-ER-03-198, Record No. 8310, 2004 WL 1950745, Dissent and
Partial Concurrence of Deputy Chair Steven Futney (April 6, 2004) (“This is a matter of applying appropriate
matching principles in setting rates and of equitably allowing the inclusion of costs as long as the full risk
mitigation value of related benefits is also recognized in the test year used to set customer rates”); Re Northern
Utilities, Inc., Docket No. 9359, sub 13, 25 P.U.R 4th 365, 1978 WL 456754, Order (June 27, 1978) (“If one
factor of the relationship is overstated, the underlying principle of matching is broken and the relationship between
each factor is distorted. Matching therefore is the keystone of effective rate making.”).
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CONCLUSION

Please summarize your recommendations.

I recommend that the Commission:

1. Not adopt the ECAM filing requirements recommended by the OCA;

2. Not accept WIEC’s proposed adjustment or recommendations for wind
performance;

3. Not adopt WIEC’s proposed adjustment relating to an outage or accept its
calculation of replacement power for an outage at Chehalis, that is further
discussed in the rebuttal testimony of Mr. Richards; and

4. Accept the Company’s updates to WIEC’s replacement power costs calculation
for Chehalis;

5. Not adopt WIEC’s proposed adjustment relating to costs associated with the
Wildcat judgment, that is further discussed in the rebuttal testimony of Mr.
Owen; and

6. Not adopt WIEC’s proposed adjustment for legal fees associated with BCC.

Q. Does this conclude your rebuttal testimony?

Yes.

Rebuttal Testimony of Jack Painter 22



BEFORE THE WYOMING PUBLIC SERVICE COMMISSION

IN THE MATTER OF THE
APPLICATION OF ROCKY MOUNTAIN
POWER TO INCREASE CURRENT
RATES BY $84.3 MILLION TO
RECOVER DEFERRED NET POWER
COSTS UNDER TARIFF SCHEDULE 95
ENERGY COST ADJUSTMENT
MECHANISM AND TO INCREASE
CURRENT RATES BY $2.1 MILLION
UNDER TARIFF SCHEDULE 93, REC
AND SO2 REVENUE ADJUSTMENT
MECHANISM

DOCKET NO. 20000-664-EM-24

(RECORD NO. 17547)

i i g T T S N NN N N

AFFIDAVIT, OATH AND VERIFICATION
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