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Exhibit 8.0

L. INTRODUCTION AND QUALIFICATIONS
Please state your name, business address, and present position with PacifiCorp
d/b/a Rocky Mountain Power (“Rocky Mountain Power” or the “Company”).
My name is Ramon J. Mitchell, and my business address is 825 NE Multnomah Street,
Suite 600, Portland, Oregon 97232. My title is Managing Director, Energy Supply
Management Finance and Net Power Costs.
Please describe your education and professional experience.
I received a Master of Business Administration degree from the University of Portland
and a Bachelor of Arts degree in Economics from Reed College. I was first employed
by PacifiCorp in 2015 and during my time at PacifiCorp I have held various positions
in the regulation, merchant, transmission, and finance departments. After a brief
departure from PacifiCorp, in 2022 I returned and now serve as Managing Director,
Energy Supply Management Finance and Net Power Costs. With respect to this
proceeding, I am responsible for leading and overseeing various efforts associated with
the Company’s net power costs filings.
Have you testified in previous regulatory proceedings?
Yes. I have previously provided testimony to the Wyoming Public Service Commission
(“Commission”) as well as commissions in California, Idaho, Oregon, Utah, and
Washington.

IL. PURPOSE OF TESTIMONY

Please state the purpose of your testimony.
I am sponsoring this testimony to present and support the Company’s proposed change

to how often it updates customer rates to recover from or refund to customers
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(“recover/refund”) certain energy costs. Specifically, the Company is asking the
Commission to approve a transition from the current annual energy cost update
process—the Energy Cost Adjustment Mechanism (“ECAM?”), to a quarterly energy
cost update process—the Quarterly Energy Cost Adjustment Mechanism
(“Q-ECAM”), which would implement interim rates on a quarterly basis based on
average costs over a rolling 12-month period. This change would reduce the
Company’s ECAM regulatory lag from approximately 18 months to approximately

6 months. The quarterly mechanism retains Wyoming’s existing cost sharing and
produces the same total nominal dollar recovery or refund over time.! Only the timing
of that recovery or refund changes. Additionally, a full prudence review would continue
to occur in a single annual proceeding, identical to the annual proceeding conducted

today.

! Before accounting for interest (carrying charges). The total amount of carrying charges is reduced to the long-
term benefit of customers—as discussed in more detail, further below in this testimony.

Direct Testimony of Ramon J. Mitchell 3
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Timing: Annual ECAM vs. Quarterly ECAM

The annual ECAM recovers/refunds a full year of costs in a single block 18 months after costs are incumred. The Q-ECAM
breaks the same fotal into four guarterly pieces that start flowing into rates & months after costs are incurred.

Example: 2024 Energy Costs
2024 2025 2026

Costs
Incurred Jan - Dec 2024

18 month recoveryirefund la

o
o 1
= .

&0 Annual i

i~  ECAM | Jul 2025 — Jun 2026

& month lag

W

Q-ECAM
4 filings ‘ 114 1/4 ‘ 1/4 | 1/4

Jul Oct Jan Apr

Same total nominal dollars. Q-ECAM recovers/refunds in 4 quarterly pieces, starting a year sooner.
Each piece = 1/4 of the annual total. 4 pieces = 100%.

Recovery/Refund Cycles: Proposed vs. Status Quo

The Q-ECAM begins recovery/refund at 6 months after costs are incurred with a 3-month amortization period. The annual
ECAM defers recovery/refund until 18 months with a 12-month amortization period.

(] Deferral Period [T Variance Recovery/Refund (Amortization)
0 Mo 6 Mo 12 Mo 18 Mo 24 Mo 30 Mo

N Status Quo '
2 (Annual ECAM) 18 Months 12 Months
B )
20 Recovery/Refund starts
m ]

Proposed '

(Q-ECAM) 6 Months 3 Mo

I Recovery/Refund starts

The Q-ECAM starts recovery/refund 12 months sooner than the annual ECAM.
Q-ECAM uses a 3-month (1 quarter) amortization period; the annual ECAM uses 12 months (1 year).

Direct Testimony of Ramon J. Mitchell 4
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I11. CUSTOMER BENEFITS
Before discussing the Company’s proposed methodology, can you explain what
this proposal means for Wyoming customers?
Yes, and I want to address this first because it is central to the Commission’s evaluation.
The Q-ECAM benefits customers in at least four ways.

First, rate stability. Under the current annual process, customers experience
relatively large adjustments once per year. Under a quarterly mechanism, adjustments
are smaller and more frequent, which produces a smoother rate trajectory. The rolling
12-month average method inherently dampens seasonal cost spikes. If a severe winter
storm occurs in February, that month‘s costs are diluted across a full year of data and
then spread across four consecutive quarterly filings, rather than appearing as a single
large annual adjustment.

Second, reduced carrying costs. When the Company incurs energy costs to
serve customers and carries a deferred charge for 18 months, those balances accrue
interest under Wyoming’s ECAM tariff. By reducing the average deferral period from
18 months to 6 months, the total amount of interest added to customer bills decreases.
Applying a simplified analytical approach to the net power costs portion of the ECAM,
to derive an order of magnitude estimate, the average annual reduction in interest
between 2020 to 2025 would have been approximately 67 percent, or $2.6 million per
year.

Third, credit protection. If the Company’s credit rating declines, its borrowing
costs increase. Because borrowing costs are ultimately borne by customers through

rates, maintaining or improving the Company’s credit rating is in customers’ financial
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interest. Under the current annual ECAM, the Company pays fuel and purchased power
suppliers within days or weeks of delivery but does not recover the variance between
those actual costs and base rates for 18 months. The Q-ECAM reduces this lag to 6
months, thereby reducing the outstanding deferred balance and the associated
borrowing costs. Moody’s Investors Service identifies the regulatory environment—
including the timeliness of cost recovery—as one of the most important factors in its
assessment of regulated utility credit quality.? Similarly, Standard & Poor’s (“S&P”)
Global Ratings considers the timeliness of cost recovery a key factor in assessing credit
supportiveness.® Company witness M. Ryan Weems discusses the Company’s credit
condition in detail in his direct testimony.

Fourth, symmetry of benefit. The Q-ECAM accelerates refunds to customers
just as quickly as it accelerates recovery from customers. When energy costs decline,
the quarterly mechanism reflects those declines sooner than the annual process,
reducing customer rates more quickly. For example, power costs back-test data
(presented in Table 1 below) show that during 2025—when costs declined from their
2024 peak—the Q-ECAM would have reduced customer collections to approximately
$60 million,* while the annual ECAM would still have been collecting approximately
$96 million during the same year. Customers would have benefited from lower rates
sooner under the Q-ECAM. The back-test data presented below confirms this

symmetric effect across the full study period.

2 See Moody’s Investors Service, Regulated Electric and Gas Ultilities Rating Methodology, at 3 (Jun. 2017) (“the
regulatory environment and how the utility adapts [...] are the most important credit considerations.).

3 See S&P Global Ratings, Criteria | Corporates | Utilities: Key Credit Factors For The Regulated Utilities
Industry, at 26 (Nov 2013) (“Financial stability: Timeliness of cost recovery to avoid cash flow volatility.”).

4 Using the proposed rolling 12-month average.
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Is the Q-ECAM being proposed primarily for PacifiCorp’s financial stabilization
efforts?

In part yes, but the Q-ECAM also stands on its own merits, independent of the
Company’s financial condition. The rationale for quarterly adjustment is
straightforward: the Company pays fuel and purchased power suppliers within days or
weeks of delivery, but under the annual ECAM does not begin recovering or refunding
the variance between those actual costs and base rates for 18 months. That is a
fundamental timing mismatch. When the actual costs of serving customers diverge
from the costs embedded in base rates, rates should be updated in a reasonably timely
manner so that customers are neither overpaying nor underpaying relative to actual cost
conditions. Reducing the recovery or refund lag from 18 months to 6 months alleviates
this mismatch.

The Q-ECAM is sound policy even if the Company’s credit were pristine. The
customer benefits I have described—smoother rate adjustments, reduced carrying
costs, and faster reflection of declining costs in rates—exists regardless of the
Company’s financial condition.

Have you analyzed what the proposed quarterly mechanism would have produced
if it had been in effect during recent years?

Yes. The Company applied the Q-ECAM methodology retrospectively to historical
actual and base net power costs data for the period 2019 through 2025. The results are
presented in Exhibit 8.1, the workpaper underlying Exhibit 8.1, and summarized in
Table 1 below. The back-test demonstrates that total nominal recoverable/refundable

variance under the quarterly mechanism and total nominal recoverable/refundable
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variance under the annual mechanism are identical: approximately $396 million over
the full period. This confirms that the Q-ECAM is magnitude-neutral—it does not
change the total amount of money recovered from or refunded to customers.’

What the back-test does show is a difference in timing. Under the annual
ECAM, cost recovery or refund is concentrated in 12-month blocks that lag cost
incurrence by 18 months. Under the Q-ECAM, the same total recovery or refund is
spread more evenly across time because each quarterly filing captures the most recent
12 months of costs and mathematically divides that variance by four to determine the
current quarter‘s share. The result is smaller adjustments that track actual cost
movements more closely.

For example, the back-test shows that during years when energy costs increased
(such as 2023 and 2024), the Q-ECAM would have begun recovering those costs
sooner than the annual ECAM, but in smaller increments. When costs subsequently
declined, the Q-ECAM would have reflected those declines sooner as well. The annual
ECAM, by contrast, produced larger single-year adjustments that lagged the underlying

cost trend.

5> Before accounting for reduced carrying charges as described above.

Direct Testimony of Ramon J. Mitchell 8
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Back-Test: Recovery and Refund Flows Under Each
Mechanism for Historical Costs Incurred 2018 — 2025.6

Year Annual ECAM Q-ECAM
($millions) ($millions)
2019 $11.0 $26.0
2020 $26.5 $27.8
2021 $21.4 $14.5
S 2022 $24.2 $38.1
£ 2023 §57.2 587.4
2024 $105.0 $121.2
2025 $95.7 $60.2
2026 $42.5 $21.6
2027 $12.8 ($0.5)
Total $396.2 $396.2

As Table 1 shows, and Figure 3 illustrates, the year-by-year distribution of recovery or
refund differs between the two methods, but the totals are identical. The Q-ECAM
recovers costs sooner when costs are rising and reduces (or refunds) collections sooner
when costs are falling. This is the intended effect: faster alignment between actual costs

and rates, without changing the total nominal amount recovered/refunded.

® The 2026 and 2027 rows show the recovery flows that would result from applying each mechanism to costs
already incurred through 2025. Under the annual ECAM, costs incurred in 2024 and 2025 do not appear in
customer rates until 2026 and 2027, respectively, because of the 18-month regulatory lag. Under the Q-ECAM,
those same costs would be recovered sooner. No forecasted costs are included in the back-test; the underlying
cost inputs are actual Company data through December 2025.

Direct Testimony of Ramon J. Mitchell 9
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Annual vs Quarterly ECAM Recovery/Refund Flows

S35
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$25
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Figure 3
Nominal Variance ($)

S5

S0 =
Q\‘,”&Q@'\?'ﬁ”ﬁ’””“”C’»“%“"f”@’»bw?’“

Quarter

O Quarterly Q-ECAM (S)  ® Annual ECAM (S)

Q. Some parties may argue that the Q-ECAM primarily benefits the Company by
accelerating cost recovery during periods of rising costs. How do you respond?

A. That characterization captures only half of the mechanism’s effect. It is true that during

periods of rising costs—such as 2022 through 2024 in the back-test—the Q-ECAM

recovers costs sooner than the annual ECAM. But the mechanism is symmetrical by

design. During periods of declining costs—such as the years after 2024 in the back-
test—the Q-ECAM reduces (or refunds) collections sooner than the annual ECAM.

For example, the back-test shows that the Q-ECAM’s recovery in 2025 would

have been $60 million,” compared to $96 million under the annual ECAM. The Q-

7 Using the proposed rolling 12-month average.
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ECAM favors accuracy. When costs rise, rates rise sooner. When costs fall, rates fall
sooner. Both directions benefit customers by ensuring that rates reflect updated cost
conditions rather than costs incurred 18 months earlier.
Iv. NATIONAL REGULATORY PRACTICE
Do other states use quarterly or more frequent power cost adjustment
mechanisms?
Yes. A comprehensive survey conducted by the Brattle group identified fuel or
purchased power cost adjustment mechanisms among vertically integrated utilities in
every traditionally regulated state surveyed.® Among those states, a range of adjustment
frequencies is in use, including monthly, quarterly, semi-annual, and annual
mechanisms.” The quarterly structure proposed here is well established and widely
used across the country. Four examples are particularly relevant to this proceeding:
Colorado: Public Service Company of Colorado (Xcel Energy) files quarterly
under the Electric Commodity Adjustment.!® Filings occur in March, June, September,
and December, subject to annual prudence review. This mechanism has been in effect
for nearly two decades.

Montana: NorthWestern Energy files quarterly under the Power Costs and

8 Survey of Net Power Cost Adjustment Mechanisms in Regulated States (Sept. 29, 2025). Available at:
https://www.pacificpower.net/content/dam/pcorp/documents/en/pacificpower/rates-

regulation/oregon/filings/docket-ue-453---advice-25-010/9-29-25-

reply/500_Doug_C Young Reply Testimony and_ Exhibits.pdf, pages 25 - 29.

°1d.

10 See Public Service Company of Colorado, Electric Commodity Adjustment (ECA), Colo. PUC No. 8,
Electric Tariff. Available at: https://www.xcelenergy.com/staticfiles/xe-
responsive/Company/Rates%208&%20Regulations/PSCo_Electric_Entire_Tariff.pdf See also, e.g., Xcel Energy,

Quarterly Electric Commodity Adjustment Filing for Q1 2023, submitted Dec. 15, 2022.
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Credits Adjustment Mechanism, which was approved in 2023."!

Indiana: Indiana’s major utilities—including Duke Energy Indiana, AES
Indiana, Indiana Michigan Power, NIPSCO, and Vectren—file quarterly Fuel Cost
Adjustment proceedings under Indiana Code § 8-1-2-42.!2 Rates are adjusted each
quarter based on actual costs.

Nevada: NV Energy files quarterly under the Deferred Energy Accounting
Adjustment, governed by NRS 704.187, and the Nevada Public Utilities Commission
conducts an annual prudence review. !>

The range of adjustment frequencies across other states further confirms that

10

11

12

13

14

15

16
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quarterly filings are within the range of adjustment frequencies commonly used by state
commissions in traditionally regulated jurisdictions. Kentucky uses a monthly fuel
adjustment clause.'* Alabama’s Energy Cost Recovery mechanism uses a quarterly
filing structure, with the Alabama Public Service Commission establishing a new
energy cost recovery factor for each three-month billing period following a hearing.'>
Georgia employs a periodic fuel cost recovery mechanism under which Georgia Power

files for adjustments to its Fuel Cost Recovery schedule as accumulated over- or under-

recoveries warrant, with rates remaining in effect until the next Commission-approved

' In re NorthWestern Energy’s Application for Authority to Increase Retail Electric and Natural Gas Utility
Service Rates, Montana Public Service Commission, Docket No. 2022.07.078, Final Order No. 7860y at 81
(Oct. 27, 2023). Available at: https://psc.mt.gov/News/Special/FinalOrder7860y _DOC-26058.pdf.

12 Ind. Code § 8-1-2-42(d). Available at: https://iga.in.gov/laws/2024/ic/titles/8#8-1-2-42.

13 Nev. Rev. Stat. § 704.187; Nev. Rev. Stat. § 704.110(10). Available at:
https://nevada.public.law/statutes/nrs_704.187.

14807 KAR 5:056. Available at: https://apps.legislature.ky.gov/law/kar/titles/807/005/056/. See also Ky. Rev.
Stat. § 278.030 and § 278.040(3).

15 Alabama Public Service Commission, Rate ECR (Energy Cost Recovery Rate), Docket No. 18148 (revised
Jan. 2017) at 4 (“the Commission shall issue an order stating the Energy Cost Recovery factor to be used by the
Company during the next three (3) consecutive calendar months™). Available at:
https://www.alabamapower.com/content/dam/alabama-power/pdfs-docs/Rates/ECR.pdf.
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adjustment. '®

projected revenues by more than 10 percent. !’

Florida permits mid-course corrections when actual costs deviate from

The quarterly structure proposed in this

testimony falls squarely within the range of established regulatory practice nationwide.

V. Q-ECAM PROPOSAL

Please explain the Company’s proposal.

The Company proposes updating energy costs through the deferred ECAM rates in

Schedule 95 on an interim basis every three months using a rolling 12-month average

methodology. The methodology and proposed filing schedule is set forth in Section

VII, and the proposed filing schedule is also illustrated below. In summary, each

quarterly filing sums the actual net power costs for the trailing four quarters, subtracts

the base net power costs for the same period, applies the 80/20 cost sharing, and then

divides the result by four. The result is the aggregate amount to be recovered from or

refunded to customers over the next three months.

16 Georgia Public Service Commission, Georgia Power Company Fuel Cost Recovery, FCR-26. See, e.g.,
Docket No. 43011 (2020); Docket No. 44902 (2023). Docket information available at:
https://psc.ga.gov/search/facts-docket/?docketld=43011; https://psc.ga.gov/search/facts-

docket/?docketld=44902.

17 Fla. Stat. §§ 366.041, 366.05(1), 366.06(1), and 366.076; Fla. Admin. Code R. 25-6.0424. Available at:
https://www.flrules.org/gateway/ruleno.asp?id=25-6.0424.

Direct Testimony of Ramon J. Mitchell
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Q-ECAM filing schedule

Each quarterly filing follows the same cycle: measure 12 months of costs, file within 45 days, Commission reviews for 45
days. and rates take effect. The annual prudence review continues unchanged.

Q-ECAM filing schedule: measure, file, review, recover/refund

Filing Name Measurement File date Review Rates effective
Q4 an (e -Dec D) L Feb15(v) — 45 days —n{ Apr 1 (Y)
-
2
Apr (Y-1) — Mar (Y)
5 Q1 e > May 15 (Y) —> 45 days >{ Jul 1 (Y)
=

Jul (¥-1) = Jun (Y)

@2 12 months — Aug15(Y) —— 45days Oct 1 (Y)
QOct (Y-1)— Sep (Y) )
= 12 months > Novi5(Y) —— 45days Jan 1 (Y+1) |

Annual Prior calendar year (Y-1) Apr 15 (Y) ‘ Full prudence review

. = L A

What customers are charged/credited for, and when
For a January/February 2024 bill, here is how old the energy costs in the customers' rates are under each method.

Annual ECAM

Rate set July 2023, based on CY 2022 costs. Recovers/refunds 12 months of costs over 12 months (Jul 2023 — Jun 2024).
Recovery/refund midpoint: January 1, 2024.

Costs from:  Jan — Dec 2022 B Jul 2023 — Jun 2024

Oldest cost: 24 months old
Jan 2022 to recovery/refund midpoint Jan 2024

Figure 5

Newest cost: 12 months old
Dec 2022 to recovery/refund midpoint Jan 2024

Average lag: ~18 months
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Q-ECAM

Rate effective Jan 1 — Mar 31, 2024. Measurement period: Oct 2022 — Sep 2023. Because the Q-ECAM divides by four on a
rolling basis, the amount in rates proxies the most recent quarter's incremental costs: Jul — Sep 2023. Recovery/refund
midpoint. mid-February 2024.

Costs being paid:  Jul — Sep 2023 S Jan — Mar 2024

Oldest cost: 7.5 months old
Jul 1, 2023 to recovery/refund midpoint mid-Feb 2024
Newest cost: 4.5 months old
Sep 30, 2023 to recovery/refund midpoint mid-Feb 2024

Average lag.  ~6 months

The Q-ECAM cuts the recovery lag from 18 months to 6 months. When energy costs change, customers under the annual
ECAM continue to be assessed rates based on charges/credits from 18 months ago. Under the Q-ECAM, rates reflect
charges/credits from just 6 months ago.

Does this mechanism remove the sharing bands or annual prudence reviews?

No. The Q-ECAM retains Wyoming’s existing 80/20 cost sharing mechanism. Every
quarter, the calculation examines the trailing 12 months of actual energy costs,
computes the variance between actual and base costs, and applies the 80/20 sharing
split. The quarterly rate adjustment simply isolates one fourth of that trailing 12-month
total to determine the recovery or refund amount for the upcoming quarter.

Because each month’s variance automatically remains in the rolling 12-month
window for exactly four consecutive quarterly filings, mathematically dividing the 12-
month variance by four each quarter ensures that the variance is fully recovered or
refunded without double-counting. By retaining the 80/20 sharing mechanism, the Q-
ECAM does not change the total nominal amount of money recovered or refunded—it
adjusts only the timing of recovery or refund. As shown in Table 1, total nominal
recovery in the historical back-test analysis is $396 million under both the annual and
quarterly methods. The workpaper accompanying Exhibit 8.1 sets forth the step-by-

step methodology.
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Furthermore, the Company would still be held to its annual prudence review for
the costs that were incurred during a calendar year, similar to the existing ECAM. If
the Commission determined that some costs were imprudently incurred, an adjustment
would be made at the conclusion of the annual review with the Company’s next Q-
ECAM filing.

How does the Q-ECAM maintain the same total nominal dollar recovery or
refund as the annual ECAM?

The Q-ECAM achieves magnitude neutrality through the simple mathematical
interaction of the rolling 12-month window and a divide-by-four calculation. Each
quarter, the calculation looks at the most recent 12 months of cost variance and applies
the 80/20 sharing split. To determine the rate adjustment for a single calendar quarter,
it then mathematically divides that 12-month amount by four.

Because the 12-month window moves forward by three months (one calendar
quarter) with each new filing, any individual month of cost data naturally stays in the
trailing calculation window for exactly four consecutive quarterly filings. By dividing
the total by four each time, every dollar of variance is split into exactly four equal
pieces (25% + 25% + 25% + 25% = 100%) and recovered or refunded smoothly over
a full year. This automatic fractioning prevents double-counting and eliminates the
need to manually track or subtract prior collections/credits. Over a full annual cycle,
the quarterly method produces the exact same nominal aggregate result as the annual
method. The annual prudence review then confirms the final amounts and resolves any

remaining differences.
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Could quarterly rate changes create bill volatility for customers?

No. The rolling 12-month average inherently smooths seasonal cost variations. Because
each quarterly calculation incorporates a full year of data, a single month of elevated
costs is averaged across all 12 months and then spread across four consecutive quarterly
filings. In the back-test analysis, the Q-ECAM produces a smoother recovery trajectory
through more granular true-ups.

The annual ECAM’s largest calendar year-over-year increase was
approximately $48 million (from $57 million in 2023 to $105 million in 2024). The Q-
ECAM’s largest year-over-year increase during the same period was approximately
$34 million. By 2025, the Q-ECAM had already begun reducing collections to $60
million, while the annual ECAM was still at $96 million—demonstrating that the Q-
ECAM returns savings to customers sooner when costs decline.

Using an example to illustrate the perpetuation of seasonal smoothing in the Q-
ECAM, if a severe winter storm occurs in February, that month’s elevated costs are
included in the rolling 12-month period for the Q1 filing (calculated in May, effective
July 1).'® However, those February costs are averaged across the full 12-month period,
which includes the remaining 11 months (inclusive of the milder spring and fall
months). The storm’s financial impact is therefore diluted by the other 11 months of
data. Because the February storm month remains within the rolling 12-month window
for four consecutive quarterly filings (Q1 through Q4), its total cost is divided into four
smaller adjustments spread across a full year, rather than appearing as a single large

adjustment in one annual filing.

18 The filing schedule is also detailed below in Table 2.
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How does the Q-ECAM interact with changes to base net power costs established
in a general rate case?
When the Commission establishes new base net power costs in a general rate case, the
Q-ECAM automatically incorporates the updated base into subsequent quarterly
calculations. The trailing 12-month calculation uses the base net power costs that were
in effect during each month of the trailing period. When a general rate case produces a
new base that takes effect mid-period, the calculation uses the old base for months
preceding the effective date and the new base for months on or after the effective date.
VI. REVIEW PERIOD AND TRANSITION
Is the Company proposing this as a permanent change, or is there a mechanism
for the Commission to review and modify it?
The Company proposes that the Commission review the Q-ECAM’s effectiveness after
a three-year implementation period. At that time, the Commission can determine
whether to continue the mechanism, modify it, or revert to the annual process. This
review provides the Commission with a concrete opportunity to evaluate whether the
mechanism is delivering the anticipated benefits—smoother rate adjustments, reduced
carrying costs, improved credit positioning, and symmetry of benefit—without
permanently committing to the quarterly structure.
How will the Company transition from the current annual ECAM to the quarterly
mechanism?
The transition from the annual ECAM to the Q-ECAM requires a one-time
mathematical true-up, which is explained in detail in Section VII of this testimony and

presented in the workpaper underlying Exhibit 8.1. In summary, the true-up ensures
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that every dollar of cost variance from the final annual ECAM year is recovered or
refunded exactly once and is applied only during the first year of Q-ECAM operation.

After the first full year of Q-ECAM operation, the rolling 12-month average
operates at full capacity with no further adjustment needed. The Company will file a
detailed transition schedule with the Commission as part of its compliance filing,
including a reconciliation demonstrating that no costs are double-recovered or double-
refunded during the transition between the annual and quarterly mechanisms.

VII. IMPLEMENTATION

Please explain how the Company’s quarterly ECAM proposal would be
implemented.
The Company would file four Q-ECAM reports requesting interim rates throughout a
calendar year as shown in the table below. The review of the quarterly reports is
proposed to be mathematical in nature and limited to verifying that the calculations,
explained in greater detail below, have been performed correctly. Importantly, this
interim mathematical review does not limit the Commission’s authority in any way.
The quarterly rates are interim rates, subject to retroactive adjustment through the
annual prudence review. If the Commission, Staff, or intervenors identify a concern
with any cost item during a quarterly review, that concern can be preserved and fully
examined in the annual prudence proceeding. The Company would provide data
supporting the Q-ECAM report that would allow intervenors and Commission Staff to

do an initial review.
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Filin Review Interim Rate
g Measurement Period Filing Date . Effective Scope of Review
Name Period Date

Q4 Filing  Jan 1 (Y-1) — Dec 31 (Y-1) Feb 15 (Y) 45 Days Apr 1 (Y) Mathematical Only
Q1 Filing Apr1(Y-1)—Mar 31 (Y) May 15 (Y) 45 Days July 1 (Y) Mathematical Only
Q2 Filing Jul 1 (Y-1)—Jun 30 (Y) Aug 15 (Y) 45 Days Oct 1 (Y) Mathematical Only
Q3 Filing Oct 1 (Y-1)—Sep 30 (Y) Nov 15 (Y) 45 Days Jan 1 (Y+1) Mathematical Only
Q4 Filing Jan 1 (Y)—Dec 31 (Y) Feb 15 (Y+1) 45 Days Apr1(Y+1)  Mathematical Only

Table 2

Repeats...
Annual Prior Calendar Year (Y-1) April 15 (Y) 10 Months N/A Full Prudence

How four quarterly filings recover/refund a full year of costs - using Oct-Dec 2023 as an
example

Each filing looks back 12 months, calculates the total variance, and divides by four. Each color represents one quarter's
worth of costs.

B Jan-Mar 2023 costs /4 [l Apr-Jun 2023 costs /4 [l Jul-Sep 2023 costs /4 [ Oct-Dec 2023 costs /4
Each filing contributes 25% of a calendar's quarter, and this happens four times. Example: Oct-Dec 2023 shows up once in

each of the four filings made in 2024 — recovering/refunding a full year of costs across the four filings

How four quarterly filings recover/refund a full year of costs
Each color = one quarter's worth of costs. Each rectangle = 1/4 of that filing's 12-month window.

100%

75%

Figure 6

50%

25%

Filed Feb 152024  Filed May 152024  Filed Aug 152024  Filed Nov 15 2024

0%

The Oct-Dec 2023 costs/credits appear in every column, recovering/refunding 1/4 of the costs/credits from each quarter's filing.
Non-2023 segments are blanked for simplicity purposes.

The Company would file one application for a final review and prudence
determination annually on April 15™, identical to the annual filing done today with the
exception that the annual application would not request a rate change. The binding
prudence determination occurs in this annual proceeding, which the Company’s

proposal retains without modification. In that proceeding, the Commission, Staff, and
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intervenors retain full authority to examine every dollar of recorded cost, challenge the
prudence of any transaction, and order adjustments for any costs found to be imprudent.
The quarterly mechanism accelerates cost recovery or refund on a provisional basis;
the annual review provides the final determination. Any difference between the
quarterly recovery or refund and the annual ECAM determination is trued up through
the annual process.

The information below uses net power costs (“NPC”) to provide an explanation
of how the proposal would work, inclusive of data sources and definitions along with
step-by-step calculations. This explanation applies to all elements of the ECAM
(production tax credits, wheeling revenues, etc.), with the only difference being that
the cost sharing ratio is different for each ECAM element.

Data Sources and Definitions

Adjusted Actual NPC: The Company’s actual and prudently incurred Wyoming
allocated NPC, as defined in the tariff. These are the actual costs the Company paid
for fuel, purchased power, etc.

Base NPC: The Wyoming allocated NPC approved by the Commission in a
Wyoming general rate case. These represent the level of NPC that customers are
already paying for through their current rates.

Trailing 12-Month Period (T12): The 12-month period ending on the last day of the
quarter being reported. For example, for a Q1 filing, the T12 period is April 1 of
the prior year through March 31 of the current year.

Quarterly Variance Calculation

For each Q-ECAM report filing, the Company would perform the following steps:

Direct Testimony of Ramon J. Mitchell 21
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1 Step 1 — Calculate the Gross Variance.

2 Sum the monthly Adjusted Actual NPC for the T12 period. Sum the monthly Base NPC
3 for the same T12 period. Subtract the Base total from the Actual total. The result is the
4 Gross Variance for the trailing 12-month period.

5 Formula: Gross Variance (T12) = Sum of Adjusted Actual NPC (T12) — Sum of Base
6 NPC (T12)

o~

2

=

20 BASE

=

12 12
MONTHS MONTHS
7 Step 2 — Apply 80/20 Sharing.
8 Multiply the Gross Variance from Step 1 by 80 percent. The result is the Q-ECAM
9 Variance—the customer’s share of the cost difference for the trailing 12-month period.
10 Formula: Q-ECAM Variance = Gross Variance (T12) x 80%

Q-ECAM VARIANCE

20% 80%

(CUSTOMER SHARE)

Figure 8

11 Step 3 — Calculate Quarterly Variance.
12 Divide the Q-ECAM Variance from Step 2 by four. The result is one quarter of the Q-
13 ECAM Variance; i.e., the Quarterly Variance. This result is the Q-ECAM Amount—
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the amount the Company needs to recover or refund over the upcoming three months.
Formula: Q-ECAM Amount = Q-ECAM Variance / 4

This division by four is the mathematical mechanism that naturally prevents double-
counting. Because the 12-month window moves forward by one quarter (three months)
with each new filing, any single month of energy costs will be included in exactly four
consecutive quarterly filings. By mathematically dividing the 12-month total by four
each time, every dollar of variance is split into exactly four equal pieces and recovered
or refunded smoothly across a full year. Over time, this straightforward feature

produces the exact same total nominal recovery or refund as the annual ECAM.

Step 4 — Calculate the Rate.

Take the Q-ECAM Amount from Step 3 and allocate to all retail tariff rate schedules
across a 3-month (1 quarter) Q-ECAM collection period—as outlined in the updated
tariff.

How will the Company transition from the current annual ECAM filings to the
Q-ECAM filing?

The transition requires a one-time mathematical true-up to ensure that every dollar of

cost variance from the final, cancelled, annual ECAM year is collected or credited
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exactly once—no more, no less. This adjustment is fully transparent, formulaic, and is
applied only during the first year of Q-ECAM operation.

The need for this adjustment arises because the Q-ECAM’s divide-by-four
calculation phases in gradually. Under normal operation, each month of energy costs
appears in four consecutive quarterly filings, and dividing by four each time ensures
complete collection or credit. However, during the transition, the earliest months in the
Q-ECAM’s first trailing 12-month window have not yet appeared in four consecutive
Q-ECAM filings, so the divide-by-four calculation alone does not yet recover or refund
their full share. Some cost months appear in fewer than four Q-ECAM windows,
meaning the divide-by-four calculation under-recovers or under-refunds those months.

The transition true-up fills this gap. For each quarter of the cancelled annual
ECAM cost year, the Company calculates the gross variance (actual costs minus base
costs) and assigns a weight reflecting the fraction not collected by the Q-ECAM. If a
quarter appears in zero Q-ECAM windows, the weight is 1.00 (the full amount comes
from the true-up). If a quarter appears in one window, the weight is 0.75. If it appears
in two windows, the weight is 0.50. If it appears in three windows, the weight is 0.25.
If it appears in all four windows, the weight is zero.

The weighted quarterly variances are summed, the 80/20 sharing mechanism is
applied, and the result is divided by 4 to produce a quarterly transition charge or credit
added to the Q-ECAM rate during the first year. After the first full year, the rolling
average operates at full capacity with no further adjustment needed. The formulaic

detail of this one-time true-up is presented in the workpaper underlying Exhibit 8.1.
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The transition true-up
When the Q-ECAM replaces the annual ECAM, a one-time true-up fills the recovery/refund gap for the cancelled cost year.

What is being cancelled?
Example” the annual ECAM filing that would have recovered/refunded CY 2022 costs over Jul 2023 — Jun 2024 is replaced by
the Q-ECAM. The cost year being cancelled is January — December 2022.

Cancelled filing:  CY 2022 costs — (would have been recovered/refunded between) — Jul 2023 — Jun 2024

Why is a true-up needed?

The Q-ECAM's first rolling 12-month window starts at April 2022 (not January 2022). Cost quarters earlier in the year appear in
fewer than four Q-ECAM windows — the divide-by-four under-recovers (or under-refunds) them. The true-up provides the
unrecovered/unrefunded remainder for each quarter of CY 2022

Q-ECAM recovery/refund + transition true-up for each quarter of CY 2022

Weights depend on how many Q-ECAM filing windows include each cost quarter

2 Cost quarter Q-ECAM windows ~ Q-ECAM recovers/refunds True-up weight
o
=

Jan-Mar 2022 ) 0% recovered
=
o0 Before first window 0 of 4 windows / refunded 1.00 ‘
= :

Apr—Jun 2022 ) — p

In 1st filing only T of4 windows |25% \ 0.75 ,
Jul-Sep 2022 _ "
In 1st + 2nd filings 2 of 4 windows 50% | 0.50 ‘
| Oct-Dec2022 _ J——
In 1st + 2nd + 3rd 3 of 4 windows 75% 0.25

Formula: monthly true-up = ((Q1 var x 1.00) + (Q2 var x 0.75) + (Q3 var x 0.50) + (Q4 var x 0.25)) x 80% + 4
Applied for 4 quarters (Jul 2023 — Jun 2024). After that, the Q-ECAM operates at full capacity.

Transition period: July 2023 — June 2024 (4 quarters (i.e., 12 months))

The quarterly true-up amount is added to the Q-ECAM rate for the first 4 quarters. After June 2024, every cost quarter will
have appeared in four consecutive Q-ECAM filing windows, and the divide-by-four mechanism operates at full capacity with no
further adjustment needed

For a different effective date, the weights change because the first T12 window starts at a different point relative to the
cancelled cost year. The formula structure remains the same — count how many Q-ECAM windows include each quarter, and
the weight is the complement.

Q. What data would the Company provide in the Q-ECAM reports?
To allow for efficient verification by Staff and intervenors, every Q-ECAM filing shall
include:
e The Variance Model: Live Excel spreadsheets showing the Q-ECAM calculations

for the T12 period, including: (1) monthly and quarterly Adjusted Actual NPC and
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Actual Non-NPC Items; and (2) monthly and quarterly Base NPC and Base Non-
NPC Items, Gross Variance, 80/20 sharing for NPC, the divide-by-four calculation,
and the resulting Q-ECAM Amount.

e Invoice Stack: The 10 highest-cost natural gas invoices, the 10 highest-cost short-
term firm market purchases for the quarter, and the 10 highest-cost power purchase
invoices for the quarter.

e Outage Report: Detail of all planned and forced generation outages during the
quarter. Prudence of these outages is evaluated in the annual proceeding.

e Revenue Estimates; Bill Comparisons; and Proposed Prices.

e Proposed Tariff Sheets: In clean and legislative format.

How will the increased filing frequency affect Commission Staff and intervenor

resources?

The Q-ECAM does result in a greater number of individual filings per year—four

quarterly filings plus the annual prudence proceeding, compared to one annual filing

under the existing mechanism. The Company recognizes this and has designed the
proposed structure to make each quarterly filing substantially less resource-intensive
than the current annual ECAM filing it replaces.

Each quarterly filing is proposed to be formulaic: it applies the same four-step
calculation to updated actual cost data. The Company will provide live Excel
workbooks that allow Staff to verify every input and calculation, rather than requiring
Staff to reconstruct the analyses independently.

Critically, the annual prudence proceeding—where the substantive review of

cost prudence occurs—remains unchanged. Staff and intervenors will continue to have
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a full 10-month review period to examine all costs incurred during the prior calendar
year, including the authority to challenge any transaction and recommend
disallowances. The Q-ECAM does not add a new layer of substantive review; it simply
updates the interim rate more frequently using a transparent, repeatable formula. The
net effect on Staff resources is four additional formulaic reviews per year, offset by the
elimination of the annual rate-setting component of the current ECAM filing.
VIII. CONCLUSION

Please summarize your recommendation to the Commission.
The Q-ECAM is a structural improvement to Wyoming’s energy cost recovery or
refund process that benefits customers and the Company alike. The mechanism retains
the existing 80/20 sharing structure and produces the same total nominal dollar
recovery or refund—only the timing changes. For customers, the Q-ECAM delivers
smoother rate adjustments, reduces carrying charges on deferred balances, and protects
against the borrowing cost increases that would result from poor credit. The quarterly
filing structure is one of the predominant practices nationally and in this instance is
specifically designed to minimize administrative burden: quarterly filings are proposed
to be limited to mathematical verification, with full prudence review consolidated in a
single annual proceeding. The Company proposes a three-year review period, giving
the Commission a concrete opportunity to evaluate whether the mechanism is
delivering its anticipated benefits.

The Company respectfully requests that the Commission approve the Q-ECAM
as proposed. The Q-ECAM does not change the total nominal dollars recovered or

refunded; it does not alter the 80/20 sharing mechanism; it does not diminish the
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Commission’s prudence review authority. It simply aligns the timing of cost recovery
or refund more closely with the timing of cost incurrence, to the benefit of both
customers and the Company.

Q. Does this conclude your testimony?

Yes.
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WY NPC Recoverable Variance under

WY NPC Recoverable Variance under

WY NPC Recoverable Variance under

Year Annual Recovery ECAM ($) Quarterly Recovery Q-ECAM ($) Annual ECAM -> Q-ECAM ($)
2019 $11,012,224 $25,968,245 $11,012,224
2020 $26,460,462 $27,775,596 $26,460,462
2021 $21,400,676 $14,495,801 $21,400,676
2022 $24,186,965 $38,098,734 $24,186,965
2023 $57,174,617 $87,355,492 $57,174,617
2024 $104,985,732 $121,222,972 $104,985,732
2025 $95,656,920 $60,177,236 $110,254,215
2026 $42,455,041 $21,596,435 $41,215,619
2027 $12,843,764 (5514,109) ($514,109)
Total $396,176,401 $396,176,401 $396,176,401
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WY NPC Recoverable Variance under Annual

WY NPC Recoverable Variance under Quarterly

WY ECAM -> Q-ECAM Transitional NPC True-Up

WY NPC Recoverable Variance under Annual

Year Quarter WY Base NPC ECAM ($) WY Actual Adjusted NPC ECAM ($) Recovery ECAM ($) Recovery Q-ECAM ($) © ECAM -> Q-ECAM ($)
2018 1 $55,731,753 $57,355,228 $0 $0
2018 2 $53,084,928 $55,678,515 $0 $0
2018 3 $61,232,276 $81,810,659 $0 $0
2018 4 $57,037,528 $59,772,641 $0 $0
2019 1 $55,937,042 $70,109,731 $0 $0
2019 2 $53,280,466 $55,048,184 $0 S0
2019 3 $61,457,825 $79,414,294 $5,506,112 $0 $5,506,112
2019 4 $57,247,626 $61,971,346 $5,506,112 $0 $5,506,112
2020 1 $50,324,318 $54,263,887 $5,506,112 $0 $5,506,112
2020 2 $47,934,304 $48,893,468 $5,506,112 $0 $5,506,112
2020 3 $55,291,146 $62,741,185 $7,724,119 $0 $7,724,119
2020 4 $51,503,399 $54,035,720 $7,724,119 $0 $7,724,119
2021 1 $50,783,533 $52,863,968 $7,724,119 $0 $7,724,119
2021 2 $48,371,710 $63,812,378 $7,724,119 $0 $7,724,119
2021 3 $53,649,299 $73,933,658 $2,976,218 $0 $2,976,218
2021 4 $47,842,610 $55,623,470 $2,976,218 $0 $2,976,218
2022 1 $48,004,445 $58,225,668 $2,976,218 $0 $2,976,218
2022 2 $46,167,063 $58,723,078 $2,976,218 $0 $2,976,218
2022 3 $53,897,098 $90,971,385 $9,117,264 $0 $9,117,264
2022 4 $48,063,589 $85,562,285 $9,117,264 $0 $9,117,264
2023 1 $48,890,878 $91,393,696 $9,117,264 $0 $9,117,264
2023 2 $47,019,568 $72,106,805 $9,117,264 $0 $9,117,264
2023 3 $54,892,342 $118,275,716 $19,470,044 $0 $19,470,044
2023 4 $48,951,114 $83,091,795 $19,470,044 $0 $19,470,044
2024 1 $74,486,554 $96,937,451 $19,470,044 $0 $19,470,044
2024 2 $65,285,396 $72,776,879 $19,470,044 $0 $19,470,044
2024 3 $82,121,387 $121,949,384 $33,022,822 $0 $33,022,822
2024 4 $74,971,814 $79,229,628 $33,022,822 $0 $33,022,822
2025 1 $70,829,969 $80,483,572 $33,022,822 $0 $33,022,822
2025 2 $62,080,500 $70,057,120 $33,022,822 $0 $33,022,822
2025 3 $78,090,003 $95,139,735 $22,055,772 $9,809,592 $22,055,772
2025 4 $71,291,406 $68,720,862 $22,152,799 $9,809,592 $22,152,799
2026 1 $0 50 $17,597,146 $9,809,592 $17,597,146
2026 2 $0 50 $16,231,474 $9,809,592 $16,231,474
2026 3 $0 50 $4,491,162 $0 $4,491,162
2026 4 $0 50 $2,895,837 $0 $2,895,837
2027 1 $0 50 ($514,109) $0 ($514,109)
2027 2 $0 50 $0 $0 $0
Total $396,176,401
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vear | Quarter WY Base NPC ECAM ($) WY Actual Adjusted NPC ECAM ($) WY NPC Rec::i:vifvv:g:&c'esrnder Annual [WY NPC Re::\;i;a‘:fvv;lacr::/lng;ier Quarterly | WY ECAM -> Q-ECAM '{;nsmona\ NPC True-Up Hec\:T:r::te
2018 1 55,731,753 57,355,228
2018 2 $53,084,928 $55,678,515
2018 3 $61,232,276 $81,810,659
2018 4 $57,037,528 $59,772,641
2019 1 55,937,042 $70,109,731
2019 2 $53,280,466 $55,048,184 $7,037,911 $1,531,799 6/1/2019
2019 3 $61,457,825 $79,414,294 $5,506,112 59,547,754 $1,531,799 9/1/2019
2019 4 $57,247,626 $61,971,346 $5,506,112 $9,382,580 $1,531,799 12/1/2019
2020 1 $50,324,318 $54,263,887 $5,506,112 58,858,197 $1,531,799 3/1/2020
2020 2 $47,934,304 $48,893,468 $5,506,112 $7,724,119 $0 6/1/2020
2020 3 55,291,146 $62,741,185 $7,724,119 $5,677,495 $0 9/1/2020
2020 4 $51,503,399 $54,035,720 $7,724,119 $5,515,784 $0 12/1/2020
2021 1 $50,783,533 $52,863,968 $7,724,119 $3,414,498 $0 3/1/2021
2021 2 $48,371,710 $63,812,378 $7,724,119 $2,976,218 $0 6/1/2021
2021 3 53,649,299 $73,933,658 $2,976,218 52,604,392 $0 9/1/2021
2021 4 $47,842,610 $55,623,470 $2,976,218 $5,500,692 $0 12/1/2021
2022 1 $48,004,445 $58,225,668 52,976,218 58,067,557 $0 3/1/2022
2022 2 $46,167,063 $58,723,078 $2,976,218 $9,117,264 $0 6/1/2022
2022 3 $53,897,098 $90,971,385 $9,117,264 $10,745,422 $0 9/1/2022
2022 4 $48,063,589 $85,562,285 $9,117,264 $10,168,491 $0 12/1/2022
2023 1 $48,890,878 $91,393,696 $9,117,264 $13,526,477 $0 3/1/2023
2023 2 $47,019,568 $72,106,805 $9,117,264 $19,470,044 $0 6/1/2023
2023 3 $54,892,342 $118,275,716 $19,470,044. $25,926,363 $0 9/1/2023
2023 4 $48,951,114 $83,091,795 $19,470,044 $28,432,608 $0 12/1/2023
2024 1 $74,486,554 $96,937,451 $19,470,044. $33,694,425 $0 3/1/2024
2024 2 $65,285,396 $72,776,879 $19,470,044 $33,022,822 $0 6/1/2024
2024 3 $82,121,387 $121,949,384. $33,022,822 $29,012,438 $0 9/1/2024
2024 4 $74,971,814 $79,229,628 $33,022,822 $25,493,287 $0 12/1/2024
2025 1 $70,829,969 $80,483,572 $33,022,822 $20,782,211 $0 3/1/2025
2025 2 $62,080,500 $70,057,120 $33,022,822 $14,805,638 $0 6/1/2025
2025 3 $78,090,003 $95,139,735 $14,805,638 $12,246,179 $0 9/1/2025
2025 4 $71,291,406 $68,720,862 $14,805,638 $12,343,207 $0 12/1/2025
2026 1 $0 $0 $14,805,638 $7,787,554 $0 3/1/2026
2026 2 $0 $0 $14,805,638 $6,421,882 $0 6/1/2026
2026 3 $0 $0 $6,421,882 $4,491,162 $0 9/1/2026
2026 4 $0 $0 $6,421,882 $2,895,837 $0 12/1/2026
2027 1 $0 $0 $6,421,882 ($514,109) S0 3/1/2027
2027 2 $0 $0 $6,421,882 $0 S0 6/1/2027
Total $396,176,401 $396,176,401
Annual ECAM ($) Quarterly Q-ECAM ($)
Annual vs Quarterly ECAM "Rate Shock" Illustration
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