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I. INTRODUCTION OF WITNESS AND QUALIFICATIONS
Please state your name, business address, and present position with PacifiCorp
d/b/a Rocky Mountain Power (“PacifiCorp” or the “Company”).
My name is Joelle R. Steward, and my business address is 1407 West North Temple,
Salt Lake City, Utah 84116. I am currently employed as Senior Vice President,
Regulation for Rocky Mountain Power.
Please summarize your education and business experience.
I have a Bachelor of Arts degree in Political Science from the University of Oregon and
an M.A. in Public Affairs from the Hubert Humphrey Institute of Public Policy at the
University of Minnesota. Between 1999 and March 2007, I was employed as a
Regulatory Analyst with the Washington Utilities and Transportation Commission.
I joined the Company in March 2007 as a Regulatory Manager, responsible for all
regulatory filings and proceedings in Oregon. On February 14, 2012, I assumed
responsibilities overseeing cost of service and pricing for PacifiCorp. In May 2015, I
assumed broader oversight over regulatory affairs in addition to the cost of service and
pricing responsibilities. In 2017, I assumed the role as Vice President, Regulation for
Rocky Mountain Power; in November 2021, I assumed my current role as Senior Vice
President, Regulation.
Have you appeared as a witness in previous regulatory proceedings?
Yes. I have testified on various matters in the states of Wyoming, Utah, Idaho, Oregon,

and Washington.
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II. PURPOSE OF TESTIMONY
What is the purpose of your direct testimony?
I provide an overview of Rocky Mountain Power’s general rate case filing and support
the Company’s policy positions in the filing. Specifically, I discuss the drivers leading
to the requested overall increase in rates of approximately $70.5 million. Additionally,
I discuss the Company’s proposals on: (1) the increase in the Schedule 92 Insurance
Cost Adjustment to support the implementation of a Wyoming wildfire insurance
reserve to replace commercial insurance for wildfires in Wyoming, (2) the proposed
second step rate adjustment and Schedule 96 credit to implement the sale of the
Washington service area, filed in Docket No. 20000-706-EA-26, and (3) the
Company’s proposal to continue to use the 2020 Inter-jurisdictional Cost Allocation
(“2020 Protocol”) for setting rates in this proceeding.
How is your direct testimony structured?
Section III of my testimony provides an overview of Rocky Mountain Power’s last rate
case filing. Section IV provides an overview of this rate case filing, including a
discussion of key drivers and how the Company has mitigated the requested increase.
Section V discusses the Company’s proposal regarding the proposed increase in the
Insurance Cost Adjustment, Schedule 92. Section VI discusses the treatment of the
Washington sale in this filing, along with the proposal for an estimated April 1, 2027
rate change to implement the sale in rates. Section VII explains the Company’s request
to continue the use of the 2020 Protocol to determine cost allocations in this rate case

to allow further discussions with the parties on interjurisdictional cost allocations.
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Q. Please summarize the recommendations you make in your direct testimony.
A. I recommend that the Public Service Commission of Wyoming (“Commission”):

e Authorize an increase of $68.4 million, effective March 15, 2027, for recovery
of the revenue requirement for a 2027 test period as set forth in my testimony
and the testimony of the other Company witnesses.

e Approve an overall cost of capital of 7.56 percent, which is comprised of a
capital structure of 50.00 percent equity and 50.00 percent long-term debt as
supported by Company witness M. Ryan Weems, and a conservative authorized
return on equity (“ROE”) of 9.7 percent.

e Approve the base Energy Cost Adjustment Mechanism (“ECAM”) of
$232.4 million on a Wyoming-allocated basis as supported by Company
witnesses Jack Painter and Nicholas L. Highsmith.!

e Approve modifications to the ECAM to adopt a quarterly true-up and interim
rate change as discussed by Company witness Ramon J. Mitchell.

e Approve the Company’s proposal to recover wildfire insurance for Wyoming
in Schedule 92 — Insurance Cost Adjustment as supported in my testimony.

e Approve the Company’s proposed rate changes to implement the Washington
Service Area Transfer in Wyoming rates, comprised of a base rate change of
$10 million and $7.8 million rate credit to pass back the customer share of the
goodwill value, netting to an increase of $2.2 million, estimated to be effective
April 1, 2027, as discussed in my testimony.

e Approve the use of the 2020 Protocol for interjurisdictional cost allocations for
purposes of setting rates in this proceeding, as discussed in my testimony.

e Approve the cost of service and rate design proposals set forth in the testimony
of Company witness Kenneth Lee Elder.

III. PREVIOUS RATE CASE HISTORY
Q. Please discuss PacifiCorp’s most recent general rate case and its outcome.
A. On August 2, 2024, the Company filed its last general rate case (“2024 GRC”)

requesting an increase in revenues for Wyoming operations of $123.5 million or a

!Approval of the Washington Service Area Transfer would further reduce the Wyoming-allocated ECAM base
from $232.4 million to $231.4 million, which the Company proposes to implement with the estimated April 1,
2027 rate change. Details of this ECAM base are provided in the direct testimony and exhibits of Company
witness Nicholas L. Highsmith.

Direct Testimony of Joelle R. Steward 4
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14.7 percent increase to its revenue requirement for the calendar year 2025.2 The most
significant cost drivers of that case were capital investments—notably the Gateway
South transmission project—operations and maintenance costs (“O&M”), and wildfire
liability insurance costs. The Company was able to reach a settlement resolving all
issues in that case with the Office of Consumer Advocate and the Wyoming Industrial
Energy Consumers, which resulted in the Commission entering an order approving an
increase to the Company’s annual revenue requirement of $85.5 million, or
10.2 percent, effective June 1, 2025. The Commission’s decision included an overall
rate of return of 7.269 percent based on an authorized ROE of 9.50 percent and capital
structure comprised of 47.5 percent equity and 52.49 long-term debt.?
IV.  OVERVIEW OF RATE CASE

Why is the Company filing a rate case at this time?

As discussed by Company witness Richard J. Garlish, the Company continues to face
cost and liquidity pressures following the 2024 GRC. Even with the last rate increase
approved in the 2024 GRC, as Mr. Highsmith explains, the expected ROE for the test
period in this case would be 6.59 percent without the current filing as compared to the
currently authorized ROE of 9.50 percent. Affording a utility the opportunity to earn
its ROE allows it to receive financing for capital investments at reasonable costs, which

in turn allows the utility to deliver safe and reliable service at low costs to its customers.

2 In the Matter of the Application of Rocky Mountain Power for Authority to Increase Its Retail Electric Service
Rates by approximately $123.5 Million per year or 14.7 percent, to Establish an Insurance Cost Adjustment Rider,
to Revise the Energy Cost Adjustment Mechanism, to Approve the Wildfire Mitigation Plan, and to Approve a
Voluntary Renewable Energy Credit Program, Docket No. 20000-671-ER-24 (Record No. 17659), Application
(Aug. 2,2024).

3 Id., Memorandum Opinion, Findings and Order at § 1 (Jun. 2, 2025).
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What test period is the Company proposing in this rate proceeding?

The Company is proposing a test period for the 12 months ending December 31, 2027,
using a 13-month average rate base (“Test Period”). The Test Period is based on
historical accounting information for the period ended June 30, 2025. The proposal to
use a forecast test period better aligns the recovery of costs with the rate effective
period. The testimony of Mr. Highsmith discusses the development of the Test Period.
What rate of return (“ROR?”) is PacifiCorp requesting in this case?

The Company is requesting approval of an overall ROR of 7.56 percent, which is a
modest increase from the currently authorized ROR of 7.269 percent from the 2024
GRC. The change is due to the higher cost of debt, an increase in the ROE to better
align with other utilities and a proposed 50 percent equity capital structure. As
explained by Mr. Weems, PacifiCorp’s cost of debt is increasing from 5.25 percent in
the 2024 GRC to 5.41 percent for the Test Period in this case. PacifiCorp is requesting
a hypothetical capital structure that is comprised of 50.00 percent equity and
50.00 percent long-term debt.

The Company is requesting a modest twenty basis point increase in ROE from
the 9.50 percent ROE authorized by the Commission in the 2024 GRC to 9.70 percent.
An ROE 0f 9.70 percent falls well below the range recommended by Company witness
Ann E. Bulkley. The Company recognizes the significant rate pressures in recent years
and is proposing a small increase in ROE to balance the impact on customers with the
need for the Company to recover costs necessary to continue to provide safe, reliable
service and to support its financial health. At this time, the proposed ROR would

support the Company’s increased need to access capital at a reasonable cost in light of

Direct Testimony of Joelle R. Steward 6
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the utility risks as discussed by Mr. Garlish and Mr. Weems. Mr. Highsmith applies the
overall ROR to the Company’s cost of service.

Q. What allocation methodology is the Company using to allocate costs in this rate
case proceeding?

A. To develop the revenue requirement in this proceeding, the Company uses the 2020
Protocol, which the Commission approved on November 30, 2020.* The Commission
approved the extension to use the 2020 Protocol through December 31, 2025, on
February 6, 2024.> While the 2020 Protocol has technically expired, the Company is
proposing to continue to use it for ratemaking purposes until a new allocation
methodology is approved. I discuss the Company’s request to use the 2020 Protocol as
the basis for setting rates in this proceeding later in my testimony.

Please describe the major components of PacifiCorp’s rate request.

As I noted above, the Company is requesting an overall increase in rates of
approximately $78.4 million, and a rate credit of $7.8 million to pass back the
customer’s share of the goodwill value of the Washington asset sale, resulting in a net
rate change of $70.5 million, or 8.8 percent. The Company proposes implementing the
rate changes in the following two steps. First, the Company requests a $68.4 million
increase effective March 15, 2027, which reflects a $58.4 million increase for base rates
and $10 million increase for wildfire liability insurance in Schedule 92. This proposed

increase is based on the Company’s cost of service independent from the Washington

4 In the Matter of the Application of Rocky Mountain Power for Approval of the 2020 Inter-Jurisdictional Cost
Allocation Agreement, Docket No. 20000-572-EA-19 (Record No. 15400), Memorandum Opinion, Findings and
Order (Nov. 30, 2020).

5 In the Matter of the Application of Rocky Mountain Power for Authority to Extend the 2020 Inter-Jurisdictional
Cost Allocation Agreement Through December 31, 2025, Docket No. 20000-641-EA-23 (Record No. 17280),
Order (Feb. 6, 2024).

Direct Testimony of Joelle R. Steward 7
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asset sale. Second, the Company is requesting a net increase of $2.2 million, effective
April 1, 2027, to implement the Washington asset sale in rates. The Washington asset
sale was filed with the Commission on April 3, 2026, with a request for approval as
expeditiously as possible but no later than March 1, 2027. The Washington asset sale
and connection to this filing is discussed further in Section VI of my testimony. Table 1
summarizes the requested rate changes and rate effective dates.

Table 1 — Summary of Requested Rate Changes

March 15,2027  April 1, 2027 Total
Base Rate Change $58,352,480 $10,016,393
Sch 92 - Insurance Cost Adjustment $10,000,000
Sch 96 - Asset Sale Agreement ($7,831,963)

Rate Effective Date

Total $68,352,480 $2,184,430  $70,536,910

Please describe the major drivers of the base rate request independent from the
Washington asset sale.

The major drivers of the Company’s requested increase in base rates for March 15,
2027 are: (1) capital investments; and (2) O&M expense increases. For capital, this
case includes a $158 million increase in the Wyoming-allocated rate base from current
rates. The increase in rate base is largely driven by transmission and Wyoming
distribution investments since the last rate case. These capital investments support the
Company’s ability to provide safe, reliable and low-cost service to its customers. For
O&M, the Company has continued to see inflationary pressures on expenses necessary
to effectively operate the system. More details on these costs are in Mr. Highsmith’s

testimony and exhibits.

Direct Testimony of Joelle R. Steward 8
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Please describe how the Company is treating NPC in this case.

The base rate change proposed in this case includes an approximate increase in
Wyoming base NPC of $8.9 million, independent from the Washington asset sale.
Approval of the Washington asset sale would reduce this Wyoming base NPC increase
by approximately $500 thousand. The forecast base NPC reflect benefits of the
Company joining the Extended Day Ahead Market (“EDAM”), which began live
operations on May 1, 2026. The forecast EDAM benefits reduce the Wyoming-
allocated base NPC by over $9 million, net of the grid management charge. The support
for forecast NPC, including an explanation of how EDAM benefits are estimated, is in
the direct testimony of Mr. Painter.

The base NPC was last updated in the 2023 GRC (Docket No. 20000-633-ER-
23), based on a forecast for calendar year 2024. In the 2024 GRC, while the Company
provided an updated forecast for the calendar year 2025 test period in that case, the
Company did not propose an increase in base NPC to mitigate the rate impacts. The
actual NPC increases over the amount in base NPC are flowing through the ECAM,
subject to the sharing band. Since the 2023 GRC, the Company has absorbed
approximately $20.7 million in NPC costs incurred as a result of the sharing band.

In addition to the increase in base NPC, the filing includes a proposed
amortization of the costs associated with the Commission’s third-party reserve
adjustment from the Commission’s written order issued in the 2023 GRC.

Please provide some additional background on this issue.
The Commission’s third-party reserve adjustment imputed to the Company additional

revenue for the provision of third-party reserves over and above the amounts actually

Direct Testimony of Joelle R. Steward 9
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collected by the Company under its Federal Energy Regulatory Commission
(“FERC”)-approved rates. This improperly lowered the NPC forecast baseline.® The
third-party reserve adjustment was expressly reflected in the NPC baseline approved in
the Commission’s order issued in the 2023 GRC.” The Commission’s order issued in
the next case, the 2024 GRC in Docket No. 20000-671-ER-24, adopted the NPC
baseline from the 2023 GRC, less discrete adjustments.® The stipulation and the order
issued in the 2024 GRC both expressly reserved the parties’ and the Commission’s
positions about the lawfulness of the calendar year 2024 forecast baseline methodology
then-being litigated in federal court.’

On September 10, 2025, the United States District Court for the District of
Wyoming entered summary judgment for the Company and enjoined the Commission
from enforcing the third-party reserve adjustment (“Federal Court Order”) in
proceedings related to the order issued in the 2023 GRC or future rate cases, finding
that the adjustment was preempted by federal law.' The Company’s request here seeks
to implement the Federal Court Order, allowing full recovery of the costs associated
with the Commission’s unlawful third-party reserves adjustment since the effective

date of the order issued in the 2023 GRC. While I am not an attorney, it is my

8 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 Revise the Energy Cost Adjustment
Mechanism, Docket No. 20000-633-ER-23 (Record No. 17252), Memorandum Opinion, Findings and Order at
99 112, 215 (issued January 2, 2024).

T1d., at 9§ 215.

8 In the Matter of the Application of Rocky Mountain Power for Authority to Increase Its Retail Electric Service
Rates by approximately $123.5 Million per year or 14.7 percent, to Establish an Insurance Cost Adjustment Rider,
to Revise the Energy Cost Adjustment Mechanism, to Approve the Wildfire Mitigation Plan, and to Approve a
Voluntary Renewable Energy Credit Program, Docket No. 20000-671-ER-24 (Record No. 17659), Memorandum
Opinion, Findings and Order at 9 69 (issued June 2, 2025).

°1d., at 9 209.

19 PacifiCorp v. Throne et al., Case No. 24-CV-101-KHR (D. Wyo. Sept. 10, 2025) (LEXIS, Genfed Library, Dist.
File).

Direct Testimony of Joelle R. Steward 10
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understanding that a utility denied cost recovery through an unlawful order be made
whole through a rate adjustment.!! While the District Court decision has been appealed
to the United States Court of Appeals for the Tenth Circuit, the District Court’s decision
remains in force, and so the Company is seeking recovery of these amounts.

Please explain how the Company is proposing to recover these amounts.

Under the 80/20 sharing band in the Company’s ECAM, the Company generally
recovers from customers 80 percent, and absorbs 20 percent, of its adjusted actual
ECAM costs above base ECAM costs (derived from the NPC forecast). The ECAM
has effectively allowed the Company to recover 80 percent of its actual third-party
reserve costs, notwithstanding the third-party reserve adjustment ordered in the 2023
GRC. As a result, Rocky Mountain Power requests authorization to recover the
remaining 20 percent of the costs associated with the unlawful third-party reserve
adjustment since the order was issued in the 2023 GRC on January 2, 2024. This results
in $14.1 million of unrecovered costs due to the ECAM sharing band the Company is
requesting for recovery in this case. The calculation is described in more detail in the
testimony and exhibits of Mr. Highsmith.

Is the Company proposing changes in the ECAM in this proceeding?

Yes. The Company is proposing to transition the ECAM from an annual energy cost
update to a quarterly energy cost update—the Quarterly Energy Cost Mechanism or
“Q-ECAM”. The Q-ECAM would implement interim rates on a quarterly basis based
on average costs over a rolling 12-month period. This change would reduce recovery

lag from approximately 18 months to approximately six months. The Q-ECAM would

" Mont.-Dakota Utils. Co. v. Pub. Serv. Comm'n, 847 P.2d 236, 241 (Wyo. 1994) (after Commission order deemed
unlawful, Commission required to reset prospective rates and allow surcharge for previously disallowed costs).

Direct Testimony of Joelle R. Steward 11
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retain the current sharing band and a full prudence review would continue to occur
annually. Mr. Mitchell discusses this proposal in more detail.
Is the Company proposing updates to rate design?
The Company is not proposing any significant changes in rate design. For residential
customers the Company proposes an equal percentage increase to the basic charge and
the energy charges, which increases the basic charge from $23 to $25 per month. The
Company also proposes increasing the load size charge for Schedule 46 and Schedule
48T to recover a greater share of fixed generation and transmission costs based on the
Company’s planning reserve margin. The Company proposes for this load size charge
increase to occur over the next three general rate cases. The rate design proposals are
discussed by Company witness Mr. Elder.

V. SCHEDULE 92 — INSURANCE COST ADJUSTMENT
What is the purpose of this section of your direct testimony?
In this section of my testimony, I explain the Company’s proposal to increase the
Insurance Cost Adjustment (“ICA”), Schedule 92, by $10 million to fund wildfire
liability self-insurance.
What is the history of the ICA, Schedule 92?
The creation of the ICA was proposed in the 2024 GRC to track the costs of insurance
for third-party liability because the Company was working to develop a new insurance

mechanism that could use self-insurance to replace or supplement commercial excess

Direct Testimony of Joelle R. Steward 12



10

11

12

13

14

15

16

17

18

19

Exhibit 3.0

liability coverage.'? Over the last few years the landscape for obtaining commercial
insurance to cover wildfire risk radically changed which drove PacifiCorp’s
commercial insurance costs to unprecedented levels. In order to better manage the costs
of insurance while maintaining sufficient coverage to mitigate financial risks associated
with wildfires, the Company initiated a series of stakeholder workshops to try to craft
alternatives to commercial insurance.

In the 2024 GRC filing, the Company proposed recovery through the ICA of
both the forecast costs for insurance premiums and $22.4 million in deferred costs for
insurance premiums that the Commission had approved in Docket No. 20000-654-EA-
23.13 Ultimately, in approving the stipulation in the 2024 GRC, the Commission
approved the following related to insurance:'*

e Recovery through the ICA of $12 million in deferred excess liability insurance
premiums over a three-year period, beginning June 1, 2025. The Commission
ordered recovery from residential and small general service customers through
a fixed monthly charge.

e Inclusion in base rates of $23.5 million in Wyoming-allocated test period excess
liability insurance premium expense.

e Prospective insurance recovery treatment and allocation to be addressed

through a new filing to be made by the Company and the agreement for the

12 In the Matter of the Application of Rocky Mountain Power for Authority to Increase lIts Retail Electric Service
Rates by approximately $123.5 Million per year or 14.7 percent, to Establish an Insurance Cost Adjustment Rider,
to Revise the Energy Cost Adjustment Mechanism, to Approve the Wildfire Mitigation Plan, and to Approve a
Voluntary Renewable Energy Credit Program, Docket No. 20000-671-ER-24 (Record No. 17659), Exhibit 3.0
Direct Testimony of Joelle Steward at 15 (Aug. 2, 2024).

13 Id., Memorandum Opinion, Findings and Order at 9 79-82 (June 2, 2025).

14 Id., Memorandum Opinion, Findings and Order at § 212-214 (June 2, 2025).

Direct Testimony of Joelle R. Steward 13
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settling parties to meet for a workshop before either the next general rate case

or a filing that puts into effect a new interstate cost allocation methodology,

with progress reports to Commission Staff.
Did the Company meet with settling parties and Commission staff as
contemplated by the 2024 GRC stipulation and Final Order?
Yes. On July 9, 2025, the Commission convened a wildfire insurance workshop with
Wyoming parties. Representatives of Commission Staff, the Company, the Wyoming
Office of Consumer Advocate (“OCA”), and the Wyoming Industrial Energy
Consumers (“WIEC”) met to discuss prospective insurance coverage, as contemplated
in the 2024 GRC Order. The workshop participants discussed options for the
Company’s procurement of sufficient and reasonably priced excess liability insurance
coverage for risks associated with potential wildfire-related liability claims in
Wyoming. The workshop participants agreed that discussions should continue, with a
particular focus on the prospects for the Company to develop a self-insurance reserve
framework that could replace certain wildfire excess liability insurance policies set to
expire on February 15, 2026. Commission Staff opted to not participate in subsequent
discussions since the outcome of those discussions would likely result in a future filing
by the Company that would be before the Commission for consideration.

The Company, OCA and WIEC subsequently met several times since then to

discuss treatment of insurance going forward.

Direct Testimony of Joelle R. Steward 14
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Has the Company reached any resolution on treatment of insurance with the OCA
and WIEC?

Tentatively. The Company, OCA and WIEC are actively working towards a stipulation
to support the creation of a wildfire self-insurance reserve that would allow PacifiCorp
to recover certain costs incurred as a result of wildfires that occur in Wyoming. The
reserve, if approved, would allow the Company to avoid the expense associated with
maintaining commercial excess liability insurance for claims arising from Wyoming
wildfires. Because the parties were not able to formalize and file for approval of the
stipulation prior to the expiration of the Company’s excess liability insurance policies
covering wildfire risks in Wyoming on February 14, 2026, the Company filed an
application requesting an accounting order for excess liability insurance costs related
to wildfire on January 15, 2026 (“Wildfire Liability Deferral”).!> The proposed Wildfire
Liability Deferral requested to defer: (1) the portion of the revenue requirement
approved by the Commission for payment of excess liability insurance costs, which
had historically been used to pay premiums for commercial insurance policies, and (2)
any prospective liabilities and defense costs arising from wildfire in Wyoming that
ignite on or after February 15, 2026. Both the OCA and WIEC indicated their support
for the application. The Commission approved the Company’s Wildfire Liability

Deferral at their open meeting held on May 7, 2026.

15 In the Matter of the Application of Rocky Mountain Power for an Accounting Order for Excess Liability
Insurance Costs Related to Wildfire, Docket No. 20000-701-EA-26 (Record No. 18045), Application (Jan. 15,

2026).
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The Company, OCA and WIEC have been working to draft and finalize a
stipulation and related trust agreement that would hold and manage the funds for the
insurance reserve.

What is the status of filing for the wildfire insurance reserve contemplated in the
Wildfire Liability Deferral?

The Company is hopeful that parties will be able to finalize the agreement on the trust
and file the application to create a wildfire liability self-insurance reserve within the
next 60 days.

How has the Company reflected insurance in this filing?

The Company is proposing to collect $10 million annually in the ICA to fund the
wildfire liability self-insurance reserve. If approved, the funds would be transferred to
a trust to be used to pay third-party claims and outside defense costs for wildfires that
occur in Wyoming. With the creation of the wildfire liability self-insurance reserve for
Wyoming wildfires, the Company has excluded costs related to insurance associated
with, or liability for, third-party claims or defense costs related to wildfires in
Washington, Oregon, California, Idaho or Utah. The filing does include a Wyoming
allocation of insurance premiums that cover third-party wildfire-related claims in states
where PacifiCorp has generation or transmission facilities but does not serve retail
customers, i.e., Montana, Colorada, Arizona and New Mexico. All non-wildfire related
excess liability insurance premiums continue to be system allocated, consistent with
the 2020 Protocol. The costs for Wyoming’s allocation of non-wildfire premiums and

wildfire premiums for assets in non-retail states are included in base rates, not the ICA.

Direct Testimony of Joelle R. Steward 16
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Mr. Highsmith provides more details on the insurance premium costs included in the
filing.
VI. WASHINGTON ASSET SALE

What is the Washington asset sale?

As noted by Mr. Garlish, the Company executed an Asset Purchase and Service Area
Transfer Agreement (“Agreement”) that will transfer PacifiCorp’s Washington service
area and select Washington-based assets to Gem Sub LLC (“Gem”), a newly formed
affiliate of Portland General Electric. The Company filed an application for approval
of the Agreement with the Commission on April 3, 2026.'° Specifically, the Agreement
includes the sale of certain Washington-based generation and transmission assets
currently in Wyoming rates, including the Goodnoe Hills Wind Farm (94 megawatts
(“MW?)), the Marengo I and II Wind Farms (234 MW), the Chehalis combined cycle
gas turbine power plant (477 MW), and 393 miles of transmission lines, 10 substations
(two will be jointly owned), and approximately 6,220 structures, predominantly located
in and around Yakima, Washington and from Kennewick, Washington to Lewiston,
Idaho. The Company proposes to share 68 percent of the Wyoming-allocated goodwill
value associated with the transaction with customers through a rate credit, specifically,
$21.6 million or $7.2 million annually (before interest). The Company is seeking
approval of the Agreement by March 1, 2027 so that the transaction can close April 1,

2027. Approval of the transaction is required in all six states.

16 In the Matter of the Application of Rocky Mountain Power For Authority to Sell the Washington-Based Assets
and Accounting Order, Docket No. 20000-706-EA-26 (Record No. 18110), Application (Apr. 3, 2026).
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Why is the Company proposing to include the impacts of the Washington asset
sale in this case?

Approval of the Agreement will necessitate removing the costs of the generation and
transmission resources in the sale from Wyoming customer rates and, through
application of the 2020 Protocol, change the Wyoming allocation of the remaining
resources and costs from a 6-state dynamic allocation to a 5-state dynamic allocation.
To be more efficient, the Company aligned the timing of this rate case with the
application for approval of the Agreement so that both the Company’s current cost of
service and need for a revenue requirement increase can be evaluated alongside the
impacts of the Agreement for Wyoming ratemaking.

Why is the approval of the Agreement and implementation in this general rate
case in the public interest?

As discussed by Mr. Garlish and explained in the application for approval of the
Agreement in Docket No. 20000-706-EA-26, approval of the Agreement is in the
public interest because it will support the financial health of the utility by providing
near-term liquidity to build investor confidence and relieves PacifiCorp from an
obligation to meet Washington’s Climate Commitment Act and Clean Energy
Transformation Act. Additionally, it scales down PacifiCorp’s overall system load by
approximately eight percent, which will streamline planning, financing, and operations
of the multi-state system to the benefit of the remaining customers.

How will Wyoming customers benefit from the Agreement?

First, Wyoming customers will benefit from a more financially stable utility that can

better support the investments necessary for customers through lower borrowing costs.

Direct Testimony of Joelle R. Steward 18
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Second, Wyoming customers will directly benefit from rate reductions in the proposed
second step rates in this case from lower net power costs attributable to removing the
need to serve Washington load, increased wheeling revenues, and increased revenue
from renewable energy credits (“RECs”). As the application for approval of the
Agreement shows, these benefits for customers will increase further after a short
transition period during which PacifiCorp will sell energy, capacity and RECs to
Gem.'” These direct benefits in rates help offset the cost of the allocation increase of
non-net power cost revenue requirement associated with moving to a 5-state allocation.
Third, customers will benefit from an increase in resource adequacy capacity that will
avoid the need for new system resources. While this is not a direct benefit to customers
in current rates, it provides longer-term resource value for customers.!® Lastly, as
previously mentioned, PacifiCorp proposes to share 68 percent of the Wyoming-
allocated goodwill value associated with the transaction with customers through a rate
credit. This rate credit, to be provided over three years, further offsets the impacts due
to the allocation changes for non-net power cost revenue requirement. Aligning the
current rate case with the approval of the Agreement ensures that Wyoming customers
are accurately paying for the costs and resources used to serve them during the test
period in this case.

Why is the Company proposing to implement the Washington sale through a
second rate change on April 1, 2027, in the proceeding?

The Company acknowledges that the timing of this rate case and the Washington

transaction is challenging and that the Company’s proposal in this case is rather unique.

17 Id., Exhibit 3.0 Direct Testimony of Joelle R. Steward.
18 Id., Exhibit 5.0 Direct Testimony of Michael G. Wilding.
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However, the Company has tried to structure this filing and the implementation of the
Washington sale as transparently as possible by: (1) calculating the revenue
requirement increase needed without consideration of the Washington sale, and then
(2) proposing an adjustment to implement the revenue requirement impacts of the sale
in the test period and initiate the credit to customers for the allocated shared of the
goodwill value once the transaction closes. By calculating these rate changes
separately, customers are held harmless from rate changes to implement the
Washington sale until there is certainty on the transaction closure, which cannot occur
until approval is received from all states and from the FERC.

What is the proposed rate change on April 1, 2027, for the Washington sale?

The proposed rate change based on the test period in this case is an estimated net
increase of $2.2 million, or 0.3 percent. This is comprised of a $10 million base rate
increase reflecting the removal of sold generation and transmission assets, change in
allocation factors for a 5-state allocation, a reduction in net power costs and an increase
in wheeling revenue, offset in part by $7.8 million credit, including interest, in a new
tariff Schedule 96, Asset Sale Adjustment, for the proposed customer share of the
goodwill value. Mr. Highsmith provides more detail about the calculations for the
revenue requirement impact associated with Washington sale and Mr. Elder discusses

the new tariff and how the Company proposes to allocate the credit to customers.
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VII. JURISDICTIONAL COST ALLOCATION

Q. As you previously noted, the most recent agreement on interjurisdictional cost
allocation, the 2020 Protocol, was only approved through December 31, 2025. Why
is it reasonable to continue to use the 2020 Protocol for setting rates in the
proceeding?

A. The 2020 Protocol was previously found to be a just and reasonable result by this
Commission.'"” In fact, current rates were set using the 2020 Protocol. While the
Company worked with stakeholders in Framework Issues Group, created by the 2020
Protocol, to try to create a new enduring allocation methodology, after years of
discussion there was no consensus on a replacement of the cost-allocation
methodology. In accordance with Section 2.2.3 of the 2020 Protocol, the Company filed
for approval a new cost-allocation proposal, called the 2026 Protocol, on August 4,
2025.2% 2! In the 2026 Protocol the Company tried to balance near-term needs to address
diverging state policies and disallowances of carbon costs related to the Chehalis plant
by proposing a first phase transition in resource allocation through the creation of two
resource portfolios—one for resource allocations to Wyoming, Idaho, Utah, Oregon
and California and one for a fixed allocation to Washington. Fixing the allocation to

Washington, which included 100 percent allocation of Chehalis, would protect other

19 In the Matter of the Application of Rocky Mountain Power for Approval of the 2020 Inter-Jurisdictional Cost
Allocation Agreement, Docket No. 20000-572-EA-19 (Record No. 15400), Memorandum Opinion, Findings and
Order at ordering § I (Nov. 30, 2020).

20 In the Matter of the Application of Rocky Mountain Power for Approval of the 2026 Interjurisdictional Cost
Allocation Protocol (“2026 Protocol Docket”’), Docket No. 20000-690-EA-25 (Record No. 17937), Application
(Aug. 4, 2025).

2l Section 2.2.3 of the 2020 Protocol reads: “If the Company determines that it is unlikely that a Post-Interim
Period Method agreement will be reached before the end of the Interim Period, then the Company will propose
an allocation method for the Post-Interim Period for consideration by the Commissions. Parties are free to take
any position regarding PacifiCorp’s proposal, including proposing alternative allocation methodologies, or
initiating a complaint or investigation of PacifiCorp’s proposal.”
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customers from the Company’s need to meet Washington’s energy policy goals while
the other states continue to retain the benefits of sharing the system and dynamic
allocations.

Q. Did Wyoming parties support the proposed 2026 Protocol?
No. In direct testimony filed February 10, 2026, in the 2026 Protocol Docket both OCA
and WIEC recommended that the Commission deny approval of the 2026 Protocol.*
Furthermore, both parties recommended that the Commission require the Company to
submit rate filings using the 2020 Protocol until the Commission approves a new
allocation methodology.?

Q. What is the status of the 2026 Protocol Docket?
Rocky Mountain Power continues to have discussions with the parties in that
proceeding on the continued use of the 2020 Protocol until a successor protocol is
developed through a possible multi-state approach.

Q. Are customers or parties harmed by the use of the 2020 Protocol for setting rates
in this proceeding?

A. No. Current rates were set using the 2020 Protocol and it provides a known and
consistent basis for the Commission and parties to evaluate this rate case request and

the request for approval of the Washington sale. The costs and benefits of the sale,

including the proposed allocation of the goodwill value, were guided by the 2020

22 [n the Matter of the Application of Rocky Mountain Power for Approval of the 2026 Interjurisdictional Cost
Allocation Protocol (“2026 Protocol Docket”’), Docket No. 20000-690-EA-25 (Record No. 17937), OCA Exhibit
200 Direct Testimony of Denise K. Parrish at 5, lines 10-13; WIEC Exhibit 300 Direct Testimony of Jeffrey K.
Larsen at 6, lines 19-20 (Feb. 10, 2026).

2 Id., OCA Exhibit 200 at 5, lines 27-31; WIEC Exhibit 300 at 10, lines 9-22.
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Protocol. In contrast, significant and isolated changes in the allocation methodology
could increase the risk to the utility and further compromise its financial health.

Is it in the public interest to use a S-state allocation of costs and resources under
the 2020 Protocol to implement the Washington sale in this proceeding?

Yes. First, as previously discussed, the Washington transaction is in the public interest
overall. This public interest analysis should be done using the 2020 Protocol as that is
the basis for current rates. Second, for decades rates have been set using load-based
dynamic cost allocation methodologies like the 2020 Protocol. The resources in this
case are all resources that have already been found to be prudent for serving Wyoming
customers, even under the assumption of dynamic load-based allocation factors. Under
Section 3.1.9 of the 2020 Protocol, the allocation of costs and benefits from load
changes associated with a service area sale is treated through application of dynamic
allocation factors for changes in load under five percent or on a case-by-case basis for
changes in load over five percent. While Washington constitutes approximately
eight percent of PacifiCorp’s load, PacifiCorp is proposing to use dynamic allocation
factors to address the changes in load and resources associated with the Washington
sale. Continuing to rely on the 2020 Protocol for this rate proceeding would allow the
Company to resume the collaborative discussions with stakeholders on
interjurisdictional cost allocations as requested by the OCA and WIEC in their direct
testimony in the 2026 Protocol Docket. Adoption of an isolated allocation in this

proceeding will not support the long-term needs of customers or the utility.
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VIII. CONCLUSION

Please summarize your recommendations.

I recommend that the Commission approve the proposals summarized in Section II of
my testimony, including the Company’s two step rate change requesting an increase of
$68.4 million effective March 15, 2027 and a net increase of $2.2 million effective
approximately April 1, 2027, which, together, results in an overall increase of
approximately $70.5 million.

Does this conclude your direct testimony?

Yes.
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