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Q. Are you the same Michael G. Wilding who previously submitted direct testimony 1 

in this proceeding on behalf of PacifiCorp d/b/a Pacific Power (PacifiCorp or the 2 

Company)? 3 

A. Yes.  4 

I. PURPOSE OF REPLY TESTIMONY 5 

Q. What is the purpose of Sections II, III and IV of your reply testimony? 6 

A. In Section II of my reply testimony, I sponsor PacifiCorp’s general policy testimony.  7 

I summarize the update to the Company’s case reflecting certain corrections and 8 

information updates, respond to various Public Utility Commission of Oregon 9 

(Commission) Staff and Intervenor (collectively, the Filing Parties) positions in 10 

opening testimony, and provide recommendations to the Commission for their 11 

decision in this proceeding.  In Sections III and IV, I sponsor PacifiCorp’s policy 12 

testimony on net power costs (NPC) issues.  I respond to the Filing Parties’ testimony 13 

on the Company’s proposal for the Annual Power Cost Adjustment (APCA) and 14 

potential changes to the Transition Adjustment Mechanism (TAM) Guidelines for 15 

modeling NPC.  16 

Q. Please summarize Section II of your reply testimony.  17 

A. In Section II of my reply testimony, I address and make recommendations regarding 18 

the following topics: 19 

 Cholla Unit 4 and the Tax Cut and Jobs Act (TCJA) tax benefits ; 20 

 Capital Investments; 21 

 Depreciation and Decommissioning Expenses; 22 

 Load Forecasts; 23 
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 Exit Orders with Exit Dates1 for Certain Coal-Fired Resources; 1 

 Generation Plant Removal Adjustment; and 2 

 Wildfire Mitigation Cost Recovery Mechanism. 3 

Q. Please provide a summary of the all-in customer impact of the Company’s 4 

updated reply filing. 5 

A. In its reply filing, the Company is requesting an overall net rate increase on 6 

January 1, 2021 of $19.1 million or 1.5 percent.  This includes the updated revenue 7 

requirement increase in this case of $71.8 million.  Offsetting the revenue 8 

requirement increase in this case is the amortization of the TCJA tax benefits, a credit 9 

to customers of $5.7 million, or approximately 0.4 percent, and the 2021 TAM, which 10 

upon the last update is a rate decrease of $47.4 million.  A major driver in this case is 11 

the Company’s transition to a cleaner, more renewable resource mix in which the 12 

Company is investing approximately $3.5 billion in this transition before 2021 that 13 

will generate hundreds of millions of dollars in customer savings over the life of the 14 

new wind projects.2  Notably, the costs associated this investment are included in the 15 

general rate case while the customer benefits of the zero-fuel cost energy and the 16 

production tax credits (PTC) are included in the TAM.  This case and the minimal net 17 

impact to customers is evidence of the Company’s commitment to its customers and 18 

to a cost effective transition to a cleaner, more renewable resource mix.  19 

                                                           
1 Exit Order means an order entered by a state commission approving the discontinuation of the use of an 
existing resource and exclusion of costs and benefits of that resource from customer rates by that state on a date 
certain.  See Appendix A to PacifiCorp’s 2020 Inter-Jurisdictional Allocation Protocol (2020 Protocol) for the 
defined term as used in the 2020 Protocol.  Exit Date means the date on which PacifiCorp will discontinue the 
allocation and assignment of costs and benefits of a coal-fired Interim Period Resource to the State issuing the 
Exit Order.  
2 PAC/700, Link/6. 
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The Company has made a concerted effort to manage its controllable costs 1 

since the Company’s last filed general rate case in 2013 (2013 Rate Case).3  While 2 

this rate case requests an increase in the overall revenue requirement, the filing 3 

reflects the Company’s prudent and efficient management of its costs that has allowed 4 

it to avoid seeking an increase in base rates for seven years.  During this stay-out 5 

period, the Company has continued to invest in its power system, transform its 6 

generation resource portfolio, pioneer a new energy market that saves customers 7 

money and reduces emissions, and adhere to its core mission of providing safe, 8 

reliable, and affordable service for customers.  9 

Q. Please present the Company’s witnesses submitting reply testimony in response 10 

to the opening testimony submitted by the Filing Parties. 11 

A. In addition to myself, the Company is presenting reply testimony from the following 12 

witnesses:  13 

 In Exhibit PAC/2100, Nikki L. Kobliha, Chief Financial Officer, 14 
responds to the Filing Parties positions regarding capital structure, 15 
Green First Mortgage Bonds, and cost of debt.  She also addresses 16 
Filing Parties’ recommendations regarding pension expense and 17 
the Company’s Other Post-Retirement Employee Benefit plan. 18 

 In Exhibit PAC/2200, Ann E. Bulkley, economist and principal at 19 
Concentric Energy Advisors, continues to support the Company’s 20 
recommendation for return on equity (ROE).  She also responds to 21 
the ROE recommendations of the Filing Parties. 22 

 In Exhibit PAC/2300, Rick T. Link, PacifiCorp’s Vice President of 23 
Resource Planning and Acquisition, responds to Filing Parties’ 24 
recommendations regarding the Company’s decision to install 25 
selective catalytic reduction (SCR) emission-reduction systems at 26 
Jim Bridger Units 3 and 4 and Hunter Unit 1.  He addresses 27 
recommendations regarding the Energy Vision 2020 wind and 28 
transmission projects and the Pryor Mountain Wind Project.   29 

                                                           
3 In the matter of PacifiCorp, dba Pac. Power, Docket No. UE 263, Order No. 13-474 (Dec. 18, 2013).  
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 In Exhibit PAC/2400, Robert Van Engelenhoven, Director of 1 
Resource Development, provides an update related to the cost and 2 
construction of the Pryor Mountain Wind Project.  He also 3 
responds to recommendations related to the independent 4 
Decommissioning Studies.  Finally, he addresses the Company’s 5 
investment in the conversion to gas of Naughton Unit 3. 6 

 In Exhibit PAC/2500, James C. Owen, Director, Environmental, 7 
also responds to Filing Parties’ recommendations regarding the 8 
Company’s investment in SCRs at Jim Bridger Units 3 and 4. 9 

 In Exhibit PAC/2600, Dana M. Ralston, Vice President of Thermal 10 
Generation and Mining, addresses Filing Parties’ recommendations 11 
regarding the Company’s investment in SCRs at Jim Bridger Units 12 
3 and 4 and Hayden Units 1 and 2.  He also responds to arguments 13 
related to forecast of coal costs and value of water rights in 14 
evaluating the Jim Bridger and Hunter environmental investments.   15 

 In Exhibit PAC/2700, Timothy J. Hemstreet, Managing Director of 16 
Renewable Energy and Business Development, provides a 17 
construction update with respect to the Energy Vision 2020 new 18 
wind projects and the Foote Creek I Repowering Project.  He also 19 
responds to Filing Parties’ recommendations regarding cost 20 
recovery and performance assumptions for the Energy Vision 2020 21 
new wind projects’ costs.  Finally, he responds to recommendations 22 
regarding the ongoing capital expenditures necessary for the 23 
continued operation of the Klamath Hydroelectric Projects.   24 

 In Exhibit PAC/2800, Richard A. Vail, Vice President of 25 
Transmission Services, addresses concerns related to the cost and 26 
construction of various transmission projects. 27 

 In Exhibit PAC/2900, David M. Lucas, Vice President of 28 
Transmission and Distribution Operations, responds to Filing 29 
Parties’ testimony regarding the Company’s vegetation 30 
management practices, and wildfire risk and mitigation activities.  31 

 In Exhibit PAC/3000, Frank C. Graves, principal with the Brattle 32 
Group, supports the Company’s request for the proposed APCA.  33 
He also responds to objections regarding the proposals to remove 34 
deadbands, sharing NPC variances, and the earning test.  35 

 In Exhibit PAC/3100, Shelley E. McCoy, Revenue Requirement 36 
Manager, presents modifications for revenue requirement changes 37 
due to corrections identified since the direct filing and updates 38 
based on current information.  She also responds to various 39 
adjustments made by parties in opening testimony including 40 
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adjustments to revenues, operations and maintenance expense, tax, 1 
and rate base.  2 

 In Exhibit PAC/3200, Robert M. Meredith, Director of Pricing and 3 
Cost of Service, provides updates to his direct testimony exhibits 4 
based on the changes from the Oregon Results of Operations 5 
sponsored by Ms. McCoy.  He also responds to the Filing Parties’ 6 
recommendations related to cost allocation and rate design. 7 

II. GENERAL POLICY ISSUES 8 

Q. How is this section of your testimony organized? 9 

A. Subsection A of my testimony provides a summary of the opening testimony 10 

submitted by the Filing Parties.  Subsection B provides a summary of the Company’s 11 

position in reply testimony.  Subsection C addresses the Company’s revised Cholla 12 

Unit 4 and TCJA tax benefits proposal.  Subsection D addresses certain testimony of 13 

the Filing Parties related to capital investments.  Subsection E addresses issues raised 14 

regarding the Company’s proposed depreciation rates and decommissioning costs.  15 

Subsection F addresses opening testimony regarding the Company’s load forecast.  16 

Subsection G discusses issues raised concerning the Company’s Oregon Energy 17 

Transition, including the Company’s request for Exit Orders with Exit Dates for 18 

certain coal-fired resources, and the Generation Plant Removal Adjustment (GPRA) 19 

including using the GRPA for the recovery of the costs associated with Cholla Unit 4.  20 

Subsection H addresses opening testimony regarding the Company’s proposed 21 

Wildfire Mitigation Cost Recovery Mechanism.    22 

A. Summary of Staff and Intervenor Opening Testimony 23 

Q. Which parties to the rate case filed opening testimony? 24 

A. Opening testimony was filed by the following parties: Staff, the Alliance of Western 25 

Energy Consumers (AWEC), Calpine Energy Solutions, LLC (Calpine), Chargepoint, 26 
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Inc., Fred Meyer Stores and Quality Food Centers, Klamath Water Users Association 1 

(KWUA), the Oregon Citizens’ Utility Board (CUB), Small Business Utility 2 

Advocates (SBUA), Sierra Club, Tesla, Inc., and Walmart, Inc. (Walmart). 3 

Q. Please provide comparison of the revenue change proposed by the Filing Parties’ 4 

in their opening testimony.   5 

A. The revenue change proposed by each of the parties’ as stated in their testimonies is 6 

indicated in Table 1 below. 7 

Table 1: Filing Parties’ Monetary Positions 8 
Filing Party Proposed Revenue Change 

(in millions) 
Company – as filed  $77.99
Staff4 $7.20
AWEC5 $15.78

 Other Filing Parties proposed adjustments but did not specify an overall proposed 9 

revenue change.  For example, CUB proposes disallowances of the Company’s 10 

investments in the Jim Bridger SCRs6 and Pryor Mountain Wind Project.7  Also, 11 

Sierra Club recommends a 9.8 percent ROE8 and proposes adjustments regarding the 12 

Company’s investment in SCRs at Jim Bridger Units 3 and 4 and Hayden Units 1 13 

and 2.9 14 

 

                                                           
4 Staff/100, Gardner/3-5, Table A. 
5 AWEC/100, Mullins/2, Table 1.  This amount does not reflect adjustments proposed by AWEC witness Dr. 
Lance D. Kaufman. 
6 Filing Parties’ proposals regarding SCRs are addressed in the reply testimony of Mr. Owen, Mr. Link, and Mr. 
Ralston. 
7 Filing Parties’ positions regarding Pryor Mountain are addressed the reply testimony of Mr. Link and Mr. 
Robert Van Engelenhoven. 
8 The reply testimony of Ms. Bulkley addresses the Filing Parties’ positions regarding ROE. 
9 The reply testimony of Mr. Owen, Mr.  Link, and Mr. Ralston addresses Filing Parties’ positions regarding 
SCRs. 
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Q. What are the major drivers causing the divergence between the Filing Parties’ 1 

positions and the Company’s direct testimony?  2 

A. The delta between the positions of the Company and the Filing Parties is attributable 3 

to several key drivers: the calculation of ROE, capital structure, and parties’ 4 

adjustments related to SCRs.10     5 

Q. What are the Filing Parties’ positions on ROE and the equity portion of capital 6 

structure? 7 

A. The Filing Parties’ positions on ROE and the equity portion of capital structure are 8 

reflected in Table 2 below. 9 

Table 2: Filing Parties’ Positions Regarding ROE and Capital Structure 10 
Filing Party ROE Capital Structure 

Company – as filed 10.2% 53.52% 
Staff 9.00% 52.0% 
AWEC 9.20% 50.64% 
Sierra Club 9.80% 52.1% 

 Certain Filing Parties comment on ROE and capital structure without making specific 11 

recommendations.  Walmart recommends that the Commission closely examine 12 

proposed ROE in light of customer impact, recent Commission decisions, and recent 13 

ROEs approved nationwide.  It also notes that the average Commission ROE from 14 

2017 to present is 9.5 percent.11  KWUA recommends the Commission reject 15 

PacifiCorp’s proposed 10.2 percent ROE.  KWUA also argues that if the Commission 16 

eliminates dead bands and sharing bands in the Power Cost Adjustment Mechanism 17 

                                                           
10 Company witnesses Ms. Bulkley and Ms. Kobliha address Filing Parties’ recommendations regarding ROE 
and capital structure, respectively.  Mr. Owen, Mr. Link, and Mr. Ralston address Filing Parties’ 
recommendations concerning SCRs. 
11 Walmart/100, Chriss/6-11. 
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(PCAM), this should be factored into ROE that is lower than 9.8 percent and reflects 1 

the reduced financial risks to the Company.12 2 

B. Summary of Company’s Position in Reply Testimony 3 

Q. Please summarize generally the Company’s positions on reply. 4 

A. Largely the Company is continuing to support the revenue requirement and positions 5 

in its direct testimony.  However, the Company is proposing certain adjustments in 6 

reply testimony, which can be classified into two buckets: (1) corrections for errors 7 

and (2) updates due to more recent information.  These adjustments have been 8 

incorporated in the updated revenue requirement sponsored by Ms. McCoy.  Table 3 9 

provides a list of all the adjustments that I will describe below. 10 

 Table 3: Adjustment to the Company’s Revenue Requirement in its Direct Case 11 
Line 

Identifier 
Description Amount           

(in millions) 
 Company Revenue Requirement – as filed $77.99
  

A Correct Wages & Benefits (1.77)
B Correct Advertising Expense (1.0)
C Other Corrections (0.2)
D Update Vegetation Management Expense 9.0
E Update Cholla Unit 4 – Move EDIT to Rider 1.2
F Update Insurance Premiums 1.1
G Update Deer Creek Pension 0.8
H Update AMI New Benefits (6.7)
I Update Escalation Factors (5.0)
J Update Oregon Depreciation Deferral 

Amortization 
(2.69)

K Update Reliability Coordinator Fee (0.6)
L Other Updates (0.4)
  
 Total Adjustments (6.26)
  
 Company Revenue Requirement – Reply $71.73

                                                           
12 KWUA/100, Reed/23-27. 
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 Three adjustments for correction of errors are being presented in the Company’s reply 1 

testimony.  These adjustments are identified above as lines A through C.  In the 2 

development of a rate case and through the process of discovery and Staff and 3 

Intervenor testimony, it is not uncommon that corrections are identified in the direct 4 

filing.  In this instance, the corrections are not substantial and constitute 5 

approximately a 3.8 percent reduction to the direct case.   6 

  Lines D through L reflect adjustments attributable to updates due to more 7 

recent information and are supported by various Company witnesses in their reply 8 

testimony.  These adjustments constitute a 4.2 percent reduction to the Company’s 9 

direct case.    10 

Q. Please describe the adjustment the Company is making in its reply testimony 11 

regarding the Cholla Unit 4 closure costs and the TCJA tax benefits. 12 

A. As discussed in my testimony and the reply testimony of Ms. McCoy, the Company 13 

proposes to use $64.5 million of tax benefits from the TCJA to offset the Cholla Unit 14 

4 unrecovered plant and closure costs.  The Company proposes to return the 15 

remaining TCJA tax benefits balance of $11.1 million to customers over 16 

approximately two years. 17 

Q. Are there non-monetary modifications that the Company is proposing in its 18 

reply testimony?  19 

A. Yes.  In response to certain opening testimony submitted by the Filing Parties, the 20 

Company is proposing the following modifications to its direct testimony positions: 21 

 Cost Recovery proposal for certain new wind projects – If the commercial 22 

operation date of a new wind project is delayed as a result of the COVID-19 23 
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pandemic, the Company is requesting that it be allowed to include the wind 1 

facility in rates once it reaches commercial operation without affecting the rate 2 

effective date for all other components of this case.  3 

 Wildfire Mitigation Cost Recovery Mechanism – The Company is revising this 4 

mechanism, now called, the Wildfire Mitigation and Vegetation Management 5 

Cost Recovery Mechanism.  The Company is proposing to make this an annual 6 

filing, simplifying the original mechanism the Company proposed.   7 

Q. What other recommendations do you make in your reply testimony?  8 

A. In addition to approving the overall increase in revenue requirement that I describe 9 

above, I recommend that the Commission: 10 

•  Approve Exit Dates and issue Exit Orders for coal-fired resources 11 
consistent with the dates described in Ms. Etta Lockey’s direct testimony; 12 

•  Approve the proposed Generation Plant Removal Adjustment described in 13 
Ms. Lockey’s direct testimony; 14 

•  Approve the Company’s proposal to use the TCJA tax benefits to offset 15 
the Cholla Unit 4 unrecovered plant and closure costs and return the 16 
remaining TCJA tax benefits to customers over two years; 17 

•  Approve the Company’s proposal for the recovery of costs related to new 18 
wind facilities that may be placed in service after December 31, 2020, by 19 
allowing the company to include the wind facility in rates once it reaches 20 
commercial operation, and; 21 

•  Approve the proposed Wildfire Mitigation and Vegetation Management 22 
Cost Recovery Mechanism as modified in my reply testimony. 23 

Q. How do you respond to parties’ position on ROE and capital structure? 24 

A. As discussed further in the reply testimony of Ms. Kobliha and Ms. Bulkley, the 25 

Company’s updated analysis continues to support the capital structure and ROE 26 

proposed in the Company’s direct filing, which should be approved.  Ms. Kobliha, 27 

explains the need for additional equity in the Company’s capital structure to maintain 28 
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its credit metrics in light of the fact that the Company is in a period of high capital 1 

spend.  Between 2019 and 2021 the Company is spending approximately $6.4 billion 2 

on capital expenditures, including $3.5 billion on renewable energy generation and 3 

related transmission projects.13  Additionally, the 2019 Integrated Resource Plan 4 

(IRP) preferred portfolio identified significant investments in renewable energy 5 

generation, energy storage, and transmission.14  Considering these factors, Ms. 6 

Kobliha concludes that PacifiCorp’s recommended capital structure remains 7 

appropriate and necessary to maintain a strong credit rating.   8 

Based on her updated analysis, Ms. Bulkley found that the range of reasonable 9 

ROE for PacifiCorp remains between 9.75 and 10.25, although, based on the updated 10 

results, this range is conservative.  Ms. Bulkley continues to recommend an 11 

authorized ROE of 10.2 percent for PacifiCorp in Oregon.     12 

Q. Please explain the impacts of ROE on this case and the implication of an ROE 13 

reduction on the Company. 14 

A. A change of ten basis points in ROE, at the Company proposed capital structure, 15 

impacts the Company’s revenue requirement by approximately $3.0 million.  More 16 

importantly however, is the signal that a strong equity position and reasonable ROE 17 

send to the capital markets and rating agencies as PacifiCorp is in the midst of 18 

transforming its generation portfolio to remove coal from Oregon rates and increase 19 

renewable generation in its resource mix, as explained by Ms. Kobliha and 20 

Ms. Bulkley.  The capital structure and ROE supported by Ms. Kobliha and 21 

                                                           
13 See the reply testimony of Ms. Kobliha. 
14 The Company’s 2019 IRP preferred portfolio includes the addition of over 6,400 megawatts (MW) of new 
renewable resources by the end of 2023.  See In the Matter of PacifiCorp, dba Pacific Power, 2019 Integrated 
Resource Plan, Docket No. LC 70, PacifiCorp’s 2019 Integrated Resource Plan at 1, 3. 
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Ms. Bulkley, respectively, will enable the Company to undertake the transformation 1 

in a cost efficient manner that will be beneficial to customers.  On the other hand, any 2 

reduction to the Company’s current capital structure and ROE will send the wrong 3 

signal to the capital markets and rating agencies potentially slowing the Company’s 4 

cost-effective energy transformation and/or causing it to be more costly.15       5 

Q. Do you have any general concerns regarding the opening testimony submitted by 6 

the Filing Parties? 7 

A. Yes.  I was taken aback by the number of times in testimony that Staff indicated that 8 

its investigation was on-going and reserved the right to make adjustments in rebuttal 9 

testimony.  I understand the time constraints that a rate case can place on a party’s 10 

resources—indeed, for its reply testimony, the Company was allotted just 21 days to 11 

conduct discovery, conduct settlement discussions, and prepare and file reply 12 

testimony responding to 32 pieces of opening testimony from 11 parties.16  But Staff’s 13 

approach to opening testimony is problematic for several reasons.  14 

First, without analyses or other calculations supporting temporary positions 15 

taken (as investigation is ongoing) or criticisms, the Company cannot effectually 16 

respond to Staff’s testimony.  As a result, the Company loses a round of testimony as 17 

it cannot properly respond to a position that does not currently exist or may be 18 

amended in Staff’s rebuttal testimony.  Second, Staff’s approach to opening testimony 19 

frustrates the purpose of the Commission’s practice to allow multiple rounds of pre-20 

filed testimony.  Generally, with each round of testimony, issues between parties 21 

should be narrowing.  This allows for the proceeding and cross-examination at the 22 

                                                           
15 See PAC/400, Buckley/67-76. 
16 The Filing Parties had almost four months to prepare their opening testimony. 
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evidentiary hearings to be conducted in an efficient and effective manner alleviating 1 

the burden on resources of the Commission, the Company, and intervenors.  However, 2 

in this proceeding, because Staff has deferred possibly substantial adjustments to its 3 

rebuttal testimony, parties are foreclosed from the opportunity to provide cross-4 

answering testimony, and the Company may have to conduct extensive discovery and 5 

prepare and submit comprehensive testimony in the very limited time allotted for 6 

surrebuttal testimony.  The purpose of multiple rounds of testimony is to narrow 7 

issues and provide a full record on often complex, ratemaking topics, not to allow 8 

parties to expand the proceeding late in the process and prejudice the ability of other 9 

parties’ opportunity to fully respond.  10 

Q. How do you respond to Staff’s testimony that the quality of the responses to 11 

Standard Discovery Requests 57 and 58 and the lateness of responses to other 12 

discovery hampered Staff’s preparation of testimony17?   13 

A. I disagree with any assertion that the quality or lateness on certain data request 14 

responses hampered Staff’s preparation of its opening testimony.  Despite the 15 

voluminous amount of discovery in this proceeding, the Company was timely on the 16 

vast majority of its data request responses and communicated with parties when 17 

extensions were needed.  PacifiCorp also arranged a biweekly meeting to discuss 18 

issues with parties, a meeting that was routinely cancelled by Staff.  At no time did 19 

Staff or any Intervenor communicate to the Company that a response was required to 20 

complete its analysis without PacifiCorp prioritizing that response.  When responses 21 

to a data set were delayed, PacifiCorp provided individual responses as they were 22 

                                                           
17 Staff/100, Gardner/11-14; and Staff/1400, Hanhan-Rashid-Muldoon/7. 
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completed.  Additionally, Staff did not request expedited treatment of follow-up 1 

requests due closer to the deadline for finalizing its testimony. 2 

As of June 17, 2020, with subparts, there have been 1,877 data requests 3 

(including Standard Discovery Requests) propounded on the Company from the 4 

Filing Parties.  To place this in perspective, in the Company’s 2013 Rate Case, there 5 

were a total of 677 data requests and in the Company’s 2012 Rate Case, docket UE 6 

246,18 there were 862 data requests.  Of the 1,877 data requests received, responses to 7 

66 data requests are not yet due.  I note that the 66 outstanding data requests were all 8 

propounded on the Company by Staff after Staff had filed its opening testimony.  9 

Thus, during the short window that the Company has to propound its own discovery, 10 

conduct settlement negotiations, and prepare and file reply testimony, it has also had 11 

to respond to discovery.   12 

Of the remaining 1,811 responses, 1,637, or 90 percent, were timely served.19  13 

Of the 174 data requests for which the Company served late responses, approximately 14 

60 percent were attributable to one set of Staff’s data requests, which dealt with 15 

capital projects and requested voluminous information.  Mr. Vail discusses the 16 

timeliness of the responses to these data requests in his testimony.  Additionally, 17 

certain discovery requests have requested enormous amounts of data that do not 18 

appear relevant and could take hundreds of hours to prepare.20  Ms. McCoy addresses 19 

the circumstances and coordination around the supplemental responses to Standard 20 

                                                           
18 In the matter of PacifiCorp, dba Pacific Power, Request for a General Rate Revision, Docket No. UE 246, 
Order No. 12-493 (Dec. 20, 2012). (2012 Rate Case). 
19 Based on the original due date or the date of an agreed upon extension. 
20 For example, Data Request OPUC 596 requested detailed usage data for all customers with names and service 
address, and Data Request OPUC 628 requesting the latitude and longitude for each of the Company’s 
substations in Oregon.   
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Discovery Requests 57 and 58.   1 

C. Cholla Unit 4 and TCJA Tax Benefits Proposal 2 

Q. What is the purpose of this section of your reply testimony? 3 

A. This section of my testimony discusses the Company’s revised proposal to minimize 4 

the requested rate impact.  In the Company’s direct filing, it proposed to amortize the 5 

remaining TCJA tax benefits balance, reducing the rate increase $24.9 million 6 

annually for three years.  However, the Company is now proposing to reduce rate 7 

pressure by using a portion of the remaining TCJA tax benefits balance to buy down 8 

the plant balance and closure costs for Cholla Unit 4, and refund the remaining 9 

balance to customers over approximately two years beginning in 2021, the first year 10 

that rates will be effective.  11 

Q. Please explain in more detail how the Company is proposing to use the 12 

remaining TCJA tax benefits balance in this proceeding.  13 

A. The Company is proposing to apply the majority of the balance, approximately 14 

$64.5 million to depreciate, or buy-down, Oregon’s allocation of the plant balance 15 

and closure costs of Cholla Unit 4.  The remaining TCJA tax benefits balance, 16 

estimated to be $11.1 million, will be passed back to customers over approximately 17 

two years.  This treatment benefits customers by reducing the revenue requirement 18 

both in this case and in the longer term by eliminating a significant portion of the 19 

known customer cost obligation for Cholla Unit 4.  As discussed by Ms. McCoy, 20 

buying down the Cholla Unit 4 plant balance eliminates the need for the regulatory 21 

asset and the more-than four-year rider of approximately $17.3 million, or 22 

1.2 percent, previously requested.  23 
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Q.  Please explain the Company's proposal to return the remaining $11.1 million in 1 

TCJA tax benefits to customers. 2 

A. The Company proposes to refund the balance of the TCJA tax benefits to customers 3 

in the first two years rates will be effective.  Providing an on-going bill credit will 4 

help offset the impact of the increase in the revenue requirement and provide rate 5 

stability.      6 

Q.  Why is the Company proposing to buy down the balance for Cholla Unit 4 at this 7 

time? 8 

A. As discussed in the direct testimony of Mr. Stefan A. Bird and Mr. Link, the 9 

Company has determined that it is economic to close Cholla Unit 4 at the end of 10 

2020.  Once a unit closes, the Company would need to seek recovery of unrecovered 11 

investment, as well as closure and incremental decommissioning costs, through a 12 

regulatory asset.  In lieu of recovering approximately $64.5 million in remaining plant 13 

balance and closure costs through the GPRA, the Company is proposing to apply the 14 

majority of the TCJA tax benefits balance to buy down the plant balance and closure 15 

costs of Cholla Unit 4.  16 

D. Capital Investments 17 

Q. What is the purpose of this subsection of your reply testimony?  18 

A. In this subsection of my testimony, I address issues concerning the capital 19 

investments that the Company is requesting to be included in rate base in this 20 

proceeding.  First, I will address certain proposals relating to attestations and caps by 21 

Staff witness Mr. John L. Fox and Staff witness Mr. Steve Storm regarding the 22 

Company’s capital additions for various non-wind and non-transmission projects that 23 
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are over $1.0 million, New Wind and Transmission Projects that are included in 1 

Energy Vision 2020 (New Wind and Transmission Projects),21 the Pryor Mountain 2 

Wind Project,22 and the Foote Creek I repowering project.  Second, I address AWEC 3 

witness Mr. Bradley Mullins’ recommendations that the Commission impose a hard 4 

cap on capital and operations and maintenance (O&M) costs of the Energy Vision 5 

2020 projects and the D.2 segment of the Energy Gateway Transmission project.23  6 

Third, I address Mr. Storm’s recommendation that the Company refile for cost 7 

recovery if the in-service dates of the New Wind and Transmission projects, Pryor 8 

Mountain, and Foote Creek I repowering project are delayed beyond December 31, 9 

2020.  Finally, I also address Mr. Storm’s concerns that projects similar to the Pryor 10 

Mountain Wind Project be considered as part of a Voluntary Renewable Energy Tariff 11 

(VRET).  12 

Q. What various non-wind and non-transmission capital additions over $1.0 million 13 

did Mr. Fox identify in his testimony? 14 

A. The projects and their associated system-wide estimated costs are shown in Table 4 15 

below.  I also show the Oregon-allocated portion for each project and the percentage 16 

of total Oregon rate base each project represents. 17 

 

 

 

                                                           
21 The New Wind and Transmission Projects include new wind projects, TB Flats I and II, Cedar Springs II, 
Ekola Flats, and related transmission projects, including the Aeolus-to-Bridger/Anticline transmission project. 
22 Mr. Hemstreet addresses these issues with respect to the Energy Vision 2020 wind projects, Mr.  Vail 
addresses them with respect to Energy Vision 2020 transmission projects, and Mr. Robert Van Engelenhoven 
addresses Pryor Mountain.  
23 AWEC/100, Mullins/12-14.   



PAC/2000 
Wilding/18 

Reply Testimony of Michael G. Wilding 

 

Table 4: Capital Additions for Various Non-Wind and Non-Transmission Projects 1 
Greater Than $1.0 Million 2 

A B C D 
Project24 System-Wide 

Estimated Costs25  
Oregon - 
Allocated 

Percentage of 
Total Rate 

Base 
Dave Johnston U1 – Turbine 
Overhaul 

$2,701,390 $702,972 0.02%

Hunter 3030 DCS Simulator 
Replacement 

1,321,566 343,906 0.01%

Jim Bridger U4 #43 ABS 
Coating Phase 2 & Awning 
Install 

1,208,147 314,391 0.01%

ILR 4.1.9 Future Fish 
Passage Stage 1 Ph 

0* 0* 0.00%*

Swift 1 Minimum Discharge 
Line 

2,274,365 591,849 0.01%

Eastside Flowline Removal 1,312,530 341,554 0.01%
Weber Relicensing 1,156,965 301,072 0.01%
ILR 4.4.1 Swift FEC Pri 
ScrClr Rebuild 

1,037,555 269,999 0.01%

Wildhorse Resort Phase 2 
Load Addition 

8,860,949 8,860,949 0.21.%

TriMet EV Bus Garage 
Service Request 

4,276,053 4,276,053 0.10%

Grid Resiliency Phase 1 – 
230 kV & 500 kV Breaker 
Purchase 

1,392,592 1,392,592 0.03%

Distribution Automation – 
Portland Ph 1 

1,092,851 1,092,851 0.03%

Madras SC: Design & Build 
Grid Resilience Facility 

1,022,859 1,022,859 0.02%

Calapooya to Fry Sub Fiber 
Install 

1,237,861 322,124 0.01%

WEST 4,082,899 1,111,173 0.03%
IronNet 0** 0 0.00%
U11 Revenue Module  1,224,870 333,352 0.01%
Landlord microsite 1,224,870 333,352 0.01%
SMS check balance, pay bill 1,143,212 311,129 0.01%
Total 36,571534 21,922,177 0.52%
  
* Mr. Fox recommends that this project be removed from rate base.  As discussed by Ms. 
McCoy, the Company does not oppose as the project now has a 2021 in-service date. 
** The Company is removing this project from the rate case due to a new 2021 in-service 
date. See Ms. McCoy’s testimony. 

                                                           
24 Staff/1000, Fox/21-22. 
25 Id. 
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Q. What are the recommendations of Mr. Fox and Mr. Storm regarding attestations 1 

for the following projects: various non-wind and non-transmission capital 2 

projects over $1.0 million, New Wind and Transmission Projects, the Pryor 3 

Mountain Wind Project, and Foote Creek I repowering project?   4 

A. For various non-wind and non-transmission capital additions that are over 5 

$1.0 million, Mr. Fox recommends that the Company submit officer attestations for 6 

plant placed into service near the rate effective date.26  For the New Wind and 7 

Transmission Projects, Pryor Mountain Wind Project, and the Foote Creek I 8 

repowering project, Mr. Storm recommends that the Company provide a signed 9 

declaration from a Vice President of Pacific Power or Rocky Mountain Power 10 

attesting to each new wind facility having been placed in service and in commercial 11 

operation prior to January 1, 2021.27    12 

Q. How do you respond to these recommendations to provide attestations for the 13 

projects identified by Mr. Fox and Mr. Storm? 14 

A. The Company does not oppose providing attestations executed by a Vice President of 15 

Pacific Power or Rocky Mountain Power attesting that major projects are in service 16 

by January 21, 2021, but believes that the major projects threshold should be over 17 

$5 million on an Oregon-allocated basis (not $1 million).  The Company also does 18 

not oppose Mr. Storm’s recommendation to provide attestation(s) executed by a Vice 19 

President that the new wind facilities, transmission projects and the repowering 20 

facility having been placed in service and in commercial operation by January 1, 21 

2021. 22 

                                                           
26 Staff/1000, Fox/21. 
27 Staff/800, Storm/38, 55. 
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Q. Mr. Fox recommends that the Commission set “not to exceed amounts” for 1 

various non-wind and non-transmission capital additions over $1.0 million that 2 

are identified in Table 4 above.28  Do you agree with this recommendation? 3 

A. No.  When compared to actual costs, capital project forecasts will naturally vary—4 

some being lower than forecast and some being higher than forecast.  The 5 

Commission has acknowledged that in rate case proceedings, the Commission sets a 6 

utility’s rates to approximate the costs and investments that will likely be incurred in 7 

the period of time that rates will be in effect.  Mr. Fox’s attempt to set “not to exceed 8 

amounts” for these projects runs contrary to the ratemaking formula explained by the 9 

Commission in Order No. 08-487, which allows the Commission to set just and 10 

reasonable rates based on a forecast of the utility’s revenue needs. 29  11 

Furthermore, the impact of these projects on the Company’s rates is de 12 

minimis.  As demonstrated by Table 4 above, the total forecasted cost of all of these 13 

projects represent approximately 0.5 percent of the Company’s Oregon rate base.  In 14 

fact for many of the individual projects, the forecasted costs represent 0.01 percent of 15 

Oregon rate base.  Finally, I note that the Company proactively and aggressively 16 

controls the costs that it can and works to stay within the budgets set for projects.  17 

These efforts are demonstrated by the Company successfully minimizing the 18 

                                                           
28 Staff/1000, Fox/21. 
29 See for example, Dockets DR 10. UE 88, and UM 989, Order 08-487 (dated September 30, 2008) at 5 (“The 
ratemaking formula allows the Commission to set just and reasonable rates based on a forecast of the utility’s 
revenue needs.  It does not, however, render a precise result.  There are so many variables in the formula that 
there are literally an infinite number of possible results: ‘The economic judgments required in rate proceedings 
are often hopelessly complex and do not admit to a single correct result.’  Moreover, like all forecasts, the 
utility’s actual costs will vary.  Some estimates of expenses will be too high; others will be too low.  The utility 
absorbs the expenses if they are higher than expected and benefits if the expenses are lower, which gives the 
utility the incentive to manage its operations efficiently to reduce expenses and attain its authorized return on 
investment.  If actual costs deviate significantly from those estimated in rates, then a utility, the Commission, or 
a customer may initiate a new rate proceeding…”). 
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frequency of general rate cases, with its last Oregon rate case being the 2013 Rate 1 

Case.  No party has argued that the Company has acted imprudently with respect to 2 

any of these projects.      3 

As a result, the Company should be allowed to recover its full costs related to 4 

capital additions for non-wind and non-transmission projects over $1.0 million.  In 5 

this case, PacifiCorp will not seek more than the amounts included above.  Any 6 

increase would be part of a subsequent rate case, and be subject to a separate 7 

prudence review. 8 

Q. Are parties proposing that costs caps be approved for various wind and 9 

transmission projects?  10 

A. Yes.  Mr. Storm recommends costs caps for the Energy Vision 2020 new wind 11 

projects, the Pryor Mountain Wind Project, and Foote Creek I repowering project.30  12 

Mr. Mullins recommends hard caps for capital and O&M costs for the Energy Vision 13 

2020 Projects and for the costs for the D.2 segment of the Energy Gateway 14 

transmission project.31 15 

Q. Are these cost cap proposals for various wind and transmission projects 16 

reasonable? 17 

A. No.  The Commission should reject setting individual costs caps for these projects.  18 

As I explain above, in any forecast of the future, it is unlikely that all assumptions 19 

will be completely accurate.  Some assumptions will be low and some will be high.  20 

                                                           
30 Staff/800, Storm/38, 54, 61.  Even though Mr. Storm references Pryor Mountain on page 61, line 15, my 
understanding is that he is recommending that the Commission find the Company’s decision to invest in Foote 
Creek I to be prudent, based on the Company’s assumptions and analysis and assuming the project qualifies for 
100 percent PTC. 
31 AWEC/100, Mullins/12.  
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For the Energy Vision 2020 Projects, Pryor Mountain and the Foote Creek I 1 

repowering project, because of these variances, the Company’s modeling includes a 2 

range of assumptions that can be used to assess the impact if a particular variable 3 

differs from the baseline.  As noted by Mr. Storm, the Commission acknowledged the 4 

Energy Vision 2020 projects in the Company’s 2017 IRP with certain conditions and 5 

limitations with which the Company has complied.32  The Commission acknowledged 6 

the Foote Creek I repowering project, which was included in Action Item 1a of the 7 

Company’s 2019 IRP.33  Further, while the Pryor Mountain Wind Project was not 8 

included in the Company’s 2019 IRP, on September 27, 2019, the Company did file a 9 

Notice of Exception with a report explaining the relevant circumstances leading to the 10 

acquisition of the resource and the value it provides to customers.34   11 

As explained in Mr. Link’s direct and reply testimony, customers will benefit 12 

as a result of these projects.  Moreover, as described in the testimony of Company 13 

witnesses Mr. Hemstreet, Mr. Van Engelenhoven, and Mr. Vail, the Company is 14 

working to mitigate the risks of construction cost over-runs and schedule delays, 15 

especially in light of the COVID-19 pandemic, and those items that are within the 16 

Company’s control.  Setting a hard cap would penalize the Company for any increase 17 

in costs, if any, attributable to the COVID-19 pandemic, an event it could not have 18 

foreseen.   19 

                                                           
32, Staff/800, Storm/12-15. 
33 In the Matter of PacifiCorp, dba Pacific Power, 2019 Integrated Resource Plan, Docket No. LC 70, Order 
No. 20-186 (June 8, 2020). 
34 OAR 860-089-0100(3)(b), (4); In the Matter of PacifiCorp, dba Pacific Power, 2019 Integrated Resource 
Plan, Docket No. LC 70, PacifiCorp’s Notice of Exception Under OAR 860-089-0100 (Sept. 27, 2019). 
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  As a result, the Company should recover its full cost of service related to the 1 

projects on which Mr. Storm and Mr. Mullins seek to impose cost caps.  Furthermore, 2 

a cost cap is not necessary.  In this case, PacifiCorp will not seek more than the 3 

amounts included in its initial filing.  Any increase would be part of a subsequent rate 4 

case, and be subject to a separate prudence review.  5 

Q. Mr. Storm recommends that for the New Wind and Transmission Projects, the 6 

Commission should direct PacifiCorp to refile for cost recovery if the 7 

commercial operation date is after December 31, 2020.35  How do you respond? 8 

A. These projects’ in-service dates or commercial dates of operation continue to be 9 

December 2020.  As explained by Mr. Hemstreet, Mr. Vail, and Mr. Van 10 

Engelenhoven, the total impact of the COVID-19 pandemic on the delivery of 11 

components and contractor services is still unknown and the Company is working to 12 

mitigate possible delays.  Because the information on potential delays is dynamic, the 13 

Company will provide another update on the construction status of these projects in 14 

surrebuttal testimony.  The Company continues to expect the in-service 15 

dates/commercial dates of operation to be in December 2020, therefore, these 16 

investments should be added to rate base as they will be used and useful when rates 17 

resulting from this proceeding and the TAM go into effect. 18 

However, the Company understands Staff’s concerns regarding the potential 19 

impacts caused by the COVID-19 pandemic on the timing of in-service 20 

dates/commercial operation dates of these facilities.  Mr. Storm’s recommendation 21 

that the Company refile for cost recovery seems punitive in that the delays associated 22 

                                                           
35 Ex. Staff/800, Storm/38, 55, 62. 
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with the COVID-19 pandemic are out of the Company’s control and the Company is 1 

trying to mitigate any impacts.  Further, as discussed by Mr. Hemstreet and Mr. Van 2 

Engelenhoven, even if the in-service date of certain of these projects slips to 2021, the 3 

projects will continue to be eligible for 100 percent of the PTCs.  Additionally, the 4 

Company is not updating the capital costs it is asking to be added to rate base in this 5 

proceeding for these projects.  Therefore, the Company is proposing if a wind 6 

facility’s completion is delayed beyond its rate effective date of January 1, 2021, the 7 

Company would be allowed to include the wind facility in rates once it reaches 8 

commercial operation without affecting the rate effective date for all other 9 

components of this case.  This could be accomplished with the use of a tariff rider, 10 

similar to those the Commission has used in the past for major capital investments.  11 

This is consistent with the State’s policy to ensure timely recovery of capital costs 12 

incurred for Renewable Portfolio Standard compliance36 and to include the resource 13 

in rates once it goes into service.  The Company will make a similar proposal in the 14 

TAM to match the costs and benefits of the wind projects.  This is the same treatment 15 

that was approved by the Commission in the 2020 Renewable Adjustment Clause 16 

(RAC), docket UE 369, and the 2020 TAM, docket UE 356, to account for the 17 

uncertainty of the Company’s repowering projects.  In Order No. 20-067, approving 18 

an all-party stipulation in the Company’s 2020 RAC proceeding, with respect to the 19 

timing of recovery, the Commission stated: 20 

This flexibility makes sense given shifting construction schedules, 21 
as we have seen delays with the 2019 RAC projects that were slated 22 
to come online for a December 1, 2019 rate effective date.  By 23 
allowing PacifiCorp to delay its rate effective date, customers are 24 

                                                           
36 See Oregon Revised Statute (ORS) 469A.120(1). 
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held harmless as the costs and benefits will only flow into rates once 1 
the projects are online and in-service.37 2 

In the highly unlikely event that the commercial online date slips beyond 2021 3 

and the facility does not qualify for 100 percent PTCs, the Company agrees that it 4 

would be necessary to refile for cost recovery.  As noted, this scenario is highly 5 

unlikely but December 31, 2021, is offered here as a bookend. 6 

The Company’s proposal strikes the balance of bringing the benefits of these 7 

new and repowered wind projects to customers and allowing the Company to recover 8 

the costs of these resources. 9 

Q. Does Mr. Storm make an additional recommendation regarding the Pryor 10 

Mountain Wind Project? 11 

A. Yes.  Mr. Storm directs “PacifiCorp to address why similar projects acquired to serve 12 

Schedule 272 customers are either not appropriately considered as part of a VRET, or 13 

are consistent with applicable VRET guidelines, in any future ratemaking proceeding 14 

in which cost recovery for Schedule 272 project is requested.”38 15 

Q. How do you respond?  16 

A. Pryor Mountain and similar projects are not VRETs because the energy from such 17 

projects is being supplied to all customers, and the renewable energy certificates 18 

(RECs) are separated from the energy generated and sold to customers under 19 

Schedule 272.  In June 2019, the Company entered into an agreement with Vitesse, 20 

LLC (Vitesse) for the sale of all RECs associated with the output of Pryor Mountain.  21 

Vitesse is a customer that takes service under Schedule 48, Large General Service 22 

                                                           
37 In the Matter of PacifiCorp dba Pacific Power 2020 Renewable Adjustment Clause, Docket No. 369, Order 
No. 20-067 (Mar. 9 ,2020). 
38 Staff/800, Storm/55.  
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1,000 kilowatts and over delivery service.  Schedule 48 provides that all customers 1 

taking service under Schedule 48 shall pay applicable rates in Schedule 200, Base 2 

Supply Service.  Schedule 48 specifically states that that “[i]f a customer elects to 3 

receive Supply Service from an [Electric Service Supplier or ESS], Delivery Service 4 

shall be provided under Schedule 748, Direct Access Delivery Service.”  In defining 5 

ESS, PacifiCorp’s Rule 1 provides that an ESS does not include the Company selling 6 

electricity to customers in its own service territory.  As a result, Vitesse is not a direct 7 

access customer that cannot specify generation resources from which it receives 8 

electric service.   9 

  Further, as explained in the Staff Report approved by Order 17-051, bundled 10 

RECs are RECs paired with renewable energy from a specific resource.39  Here, the 11 

RECs that are sold to Vitesse are created by the Pryor Mountain Wind Project.  12 

However, the RECs are separated from the renewable energy generated from Pryor 13 

Mountain.  Also, as a Schedule 48 customer, Vitesse cannot specify to receive electric 14 

generation from Pryor Mountain.  The renewable energy generated at Pryor Mountain 15 

is a system resource serving all PacifiCorp customers. 16 

  Because Vitesse has only purchased RECs generated from Pryor Mountain, 17 

the purchase was a proper Schedule 272 transaction.     18 

E. Depreciation and Decommissioning 19 

Q. What is the purpose of this section of your reply testimony?  20 

A. I address CUB witness Mr. Bob Jenks’ recommendation regarding the recovery of 21 

                                                           
39 In the Matter of PacifiCorp, dba Pacific Power, Advice No. 16-012 (ADV 386), Changes to Schedule 272 
Renewable Energy Rider Optional Bilk Purchase Option, Docket No. UE 318, Order No. 17-051, Appendix A, 
3. 
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incremental decommissioning costs.      1 

Q. As an initial matter, has any party objected to the depreciation rates proposed by 2 

the Company in this proceeding?  3 

A. No.  However, both Staff witness Ms. Ming Peng and CUB witness Mr. Jenks state 4 

that they will make a final recommendation regarding depreciation rates for coal-fired 5 

resources following the Independent Evaluator’s report on decommissioning costs, 6 

which was filed on June 22, 2020.40  AWEC witness Dr. Lance Kaufman also makes a 7 

recommendation regarding the decommissioning studies that is addressed by Mr. Van 8 

Engelenhoven. 9 

Q. Mr. Jenks proposes that the Commission approve a non-bypassable charge for 10 

incremental decommission costs, which he defines as the historical under-11 

payment or historical overpayment of decommission costs.41  How do you 12 

respond?    13 

A. The Company does not oppose Mr. Jenks’ recommendation of a non-bypassable 14 

charge for these costs.  The Company agrees that decommissioning costs should fall 15 

on those customers who have benefited from the plants as the Company has been 16 

collecting estimated decommissioning costs as part of depreciation expense.  Any 17 

over-collection or under-collection determined by the review of the Company’s new 18 

decommissioning studies should be credited to/collected from all customers, 19 

including direct access customers.    20 

 

                                                           
40 Staff/900, Peng/7; CUB/100, Jenks/10. 
41 CUB/100, Jenks/27-29. 
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F. Load Forecasts 1 

Q. What is the purpose of this subsection of your testimony? 2 

A. In this subsection of my testimony, I address recommendations by Staff and the 3 

SBUA concerning the Company’s load forecast. 4 

Q. Please describe Staff’s position on the Company’s load forecast.   5 

A. Staff supports the Company’s methodology and has no specific adjustment.  Staff 6 

notes, however, that the forecast was prepared before the impact of COVID-19, and 7 

therefore Staff states it will work with the Company and parties to identify an 8 

appropriate course of action to address potential impacts.42 9 

Q. Does the Company propose to update the load forecast for this case? 10 

A. No.  Updating the load forecast is a major change to the Company’s case and will 11 

also impact the inter-jurisdictional cost allocations.  The Company has not proposed 12 

to change the load forecast in either this case or in the TAM.  Given the short amount 13 

of time the Company has had between receiving the parties’ opening testimony and 14 

filing its reply testimony and the complications of making such a major change at this 15 

point in the case, the Company is not requesting to update the load forecast at this 16 

time.     17 

Q. Please describe SBUA’s load forecast recommendation. 18 

A. SBUA recommends that the load forecast break out Schedule 23 load instead of 19 

aggregating all commercial load together in the forecast.43  SBUA further 20 

recommends that Schedule 23 information should be separately included in reporting 21 

                                                           
42 Staff/1300, Gibbens/46. 
43 SBUA/100, Steele/10. 
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on the 2020 Protocol, IRP reports, and any update reporting impacting customer 1 

rates.44 2 

Q. How do you respond to SBUA’s recommendations? 3 

A. Mr. Meredith addresses SBUA’s recommendation on the breakout of the load forecast 4 

for Schedule 23 in his reply testimony.  For the remaining recommendations, it is not 5 

clear what SBUA is proposing or how its proposal would work.  Customer rates are 6 

not calculated by (or in) the 2020 Protocol and the IRP.  The 2020 Protocol is the 7 

inter-jurisdictional cost allocation methodology that is used to allocate costs to the six 8 

states served by PacifiCorp.  The IRP is a long-term resource plan.  Therefore the 9 

Commission should reject these recommendations.    10 

G. Oregon Energy Transition 11 

Q. What is the purpose of this section of your reply testimony?  12 

A. I address the testimony of Staff witness Ms. Rose Anderson and Sierra Club witness 13 

Dr. Ezra D. Hausman regarding the Company’s proposal for the Commission to 14 

approve Exit Orders with Exit Dates for 21 of the 23 Company coal-fired resources.45  15 

I also respond to Ms. Anderson’s testimony regarding the GPRA.  Finally, I address 16 

proposals from Ms. Anderson and AWEC witness Mr. Mullins regarding the recovery 17 

of costs from the closure of Cholla Unit 4.   18 

 

 

                                                           
44 SBUA/100, Steele/12. 
45 In direct testimony, Ms. Lockey inadvertently referred to 23 of 24 coal-fired resources. See PAC/100, 
Lockey/15.  Further, Footnote 17 in Ms. Lockey’s testimony should have stated that Hayden Units 1 and 2 are 
the only units for which the Company is not currently requesting Exit Orders with Exit Dates.  As noted above, 
PacifiCorp is requesting Exit Orders with Exit Dates for 21 of 23 coal-fired resources, which excludes Hayden 
Units 1 and 2. 
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Q. Before responding to the arguments set forth by Ms. Anderson and 1 

Dr. Hausman, regarding the Company’s proposal for the approval of Exit 2 

Orders with Exit Dates, do you have any comments?  3 

A. Yes.  I was surprised and disappointed by the positions taken by Ms. Anderson and 4 

Dr. Hausman regarding the Company’s request for Exit Orders with Exit Dates for its 5 

coal-fired resources.  Both Staff and Sierra Club were part of the “Oregon Parties” 6 

signatories to the 2020 Protocol that was approved by the Commission less than six 7 

months ago, in January 2020.46  Section 4.1.3.3 of the 2020 Protocol provides: 8 

The Oregon Parties and the Company agree that the recommended 9 
Exit Dates for the [coal-fired] Interim Period Resources shown in 10 
the following table should be used in Oregon for establishing 11 
Oregon's Exit Dates and Oregon depreciable lives for these [coal-12 
fired] Interim Period Resources for purposes of this Agreement, 13 
subject to the other provisions of this Section 4.1. 14 
 15 

Coal-Fired Interim 
Period Resource 

Name 

Recommended 
Oregon Exit Date 

Hunter 1 December 31, 2029 
Hunter 2 December 31, 2029 
Hunter 3 December 31, 2029 

Huntington 1 December 31, 2029 
Huntington 2 December 31, 2029 
Huntington 3 December 31, 2029 

Wyodak December 31, 2029 

Oregon Parties and the Company will strive to have Exit Orders 16 
issued by the Oregon Commission issued by December 31, 2023, 17 
for [coal-fired] Interim Period Resources reflected in the table above 18 
to allow the Company to make the necessary filings in other States 19 
in accordance with Section 4.2.  If PacifiCorp effectuates Closure 20 
for any of the units no later than the dates in the table above, then 21 
the provisions of 4.1.1 will apply. 47 22 

                                                           
46 In the matter of PacifiCorp, dba Pacific Power, Request to Initiate an Investigation of Multi-Jurisdictional 
Issues and Approve an Inter-Jurisdictional Cost Allocation Protocol, Docket No. UM 1050, Order No. 20-024 
(Jan. 23, 2020). 
47 Docket No. UM 1050, 2020 Protocol, 21:451-457. 
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 Further in testimony supporting the 2020 Protocol in docket UM 1050, the Stipulating 1 

Parties, which included Staff and Sierra Club, stated that: 2 

 … the 2020 Protocol does not affect or negate the Stipulating 3 
Parties right to address changed or unforeseen circumstances and 4 
will not bind or be used against a party if that party concludes the 5 
2020 Protocol no longer produces results that are just, reasonable, 6 
or in the public interest. It does not constitute an acknowledgment 7 
of the validity or invalidity of a particular method, theory, or 8 
principle of regulation, cost recovery, cost of service, or rate design. 9 
The 2020 Protocol allocates Company costs, which will then be 10 
subject to Commission review. 11 

Except for the issuance of Executive Order No. 20-04, the arguments raised by both 12 

Ms. Anderson and Dr. Hausman do not represent changed or unforeseen 13 

circumstances48 that would justify positions contrary to the commitments both parties 14 

made under the 2020 Protocol.  Further, as I explain below, Executive Order 20-04 15 

supports the 2020 Protocol; as such, it does not represent a changed or unforeseen 16 

circumstance.     17 

Q. What is Ms. Anderson’s recommendation regarding the Company’s proposed 18 

Exit Orders for its coal-fired resources? 19 

A. Ms. Anderson recommends the Commission approve Exit Orders as requested by the 20 

Company except for the following coal-fired resources: Hunter Units 1, 2 and 3; 21 

Huntington Units 1 and 2; and Wyodak.49  Ms. Anderson claims that while Staff 22 

supports the proposed Exit Dates for ratemaking purposes for these units based on 23 

current information, more information may become available in the future about the 24 

economics of these units that may impact the Commission’s decision to issue an Exit 25 

                                                           
48 Docket No. UM 1050, Stipulating Parties’ Joint Testimony of Etta Lockey, Steve Storm, Bob Jenks, Bradley 
G. Mullins, and Ezra Hausman, 7:12-18. (emphasis added). 
49 Staff/1500, Anderson/3-12. 
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Order.50  Ms. Anderson claims that the Commission should “wait to signal its 1 

intention with regard to these units until it has all available information in 2023, 2 

which is consistent with the Parties’ agreement in the 2020 Protocol.”51  She adds that 3 

the Company should provide more specific reasoning as to why Exit Orders should be 4 

granted for these units.52 5 

Q. How do you respond to the arguments raised by Ms. Anderson?  6 

A. The Commission should reject Staff’s recommendation for several reasons.  First, 7 

Staff does not consider the benefits associated with the approval of Exit Orders in a 8 

Commission decision in this rate proceeding.  Oregon customers receive certainty as 9 

to when coal-fired resources are removed from rates.  Further, approval of Exit 10 

Orders at this time provides the Company the opportunity to start planning to remove 11 

the costs of these units from rates, and, for Hunter, Huntington, and Wyodak units, it 12 

provides the Company certainty of compliance with Senate Bill 1547.  13 

Second, Ms. Anderson does not set forth a changed or unforeseen 14 

circumstance regarding the Exit Orders that result in the 2020 Protocol not producing 15 

results that are just, reasonable, or in the public interest.  Instead she speculates that 16 

additional economic analysis could impact an Exit Order, even though she does not 17 

oppose the Exit Dates for these units.   18 

Q. Per the 2020 Protocol, what happens if PacifiCorp effectuates closure for any of 19 

the coal-fired resources before the Oregon Exit Dates? 20 

A. Under Section 4.1 of the 2020 Protocol, PacifiCorp will continue to conduct 21 

                                                           
50 Id., at 11-12 
51 Id.. 
52 Id.. 
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operational and economic analyses in accordance with applicable regulatory 1 

requirements and good utility practice.  Further, the provisions of section 4.1.1 of the 2 

2020 Protocol will apply.  This dictates that the allocation of the remaining costs, 3 

including decommissioning costs, of the coal-fired resources will be allocated to the 4 

jurisdictions receiving benefits from the resource at the time of closure.  This 5 

treatment is irrespective of any Exit Orders and therefore any additional economic 6 

analysis that would accelerate the expected closure of a plant would not be hindered 7 

by an Exit Order.     8 

Q. What is Dr. Hausman’s recommendation regarding the proposed Exit Orders for 9 

the Company’s coal-fired resources? 10 

A. Dr. Hausman claims that he supports the Company’s request for Exit Orders but 11 

argues that the Exit Date for PacifiCorp’s coal plants be set to no later than 12 

December 31, 2025.53  He supports his recommendation with assertions that (1) there 13 

has been a change of legal circumstance based on Oregon Governor Kate Brown’s 14 

Executive Order No. 20-04, 54 (2) there has been a change of factual circumstances 15 

due to the COVID-19 pandemic and its impact on the Company’s load forecast, 16 

resulting in making the coal-fired resources less economic to operate,55 and (3) the 17 

Commission should consider the impact of environmental regulation, compliance 18 

obligations, and policy.56  I address Dr. Hausman’s arguments regarding the change in 19 

legal circumstances.  Mr. Link addresses Dr. Hausman’s arguments regarding the 20 

change in factual circumstances.  Both Mr. Link and I address Dr. Hausman’s 21 

                                                           
53 Sierra Club/300, Hausman/3. 
54 Sierra Club/300, Hausman/6-11; see https://www.oregon.gov/gov/Documents/executive_orders/eo_20-04.pdf. 
55 Id., at 11-19. 
56 Id., at 20-27. 
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arguments regarding impact of environmental regulation, compliance obligations, and 1 

policy. 2 

Q. Do you have any initial comments regarding Dr. Hausman’s testimony? 3 

A. Yes.  PacifiCorp is transitioning to a cleaner energy resource mix to provide safe, 4 

reliable, and affordable electric service to its customers.  The Company is 5 

accelerating the closure dates of certain coal generating units, and has recently closed 6 

or is in the process of closing a number of others, including Carbon Units 1 and 2, 7 

Naughton Unit 3,57 and Cholla Unit 4.  As PacifiCorp transitions its resource mix, it 8 

must ensure the continuation of safe, reliable, and affordable electric service to its 9 

customers.  The Exit Orders, as supported by the Company’s direct and reply filings 10 

in this proceeding, set forth a measured and cost-effective pathway to remove costs of 11 

coal-fired units from Oregon rates.    12 

  Under the guise of changed or unforeseen legal and factual circumstances, 13 

Sierra Club continues its practice of intervening in any PacifiCorp proceeding before 14 

the state commissions that regulate the Company to object to the Company’s 15 

continued use of coal-fired generation, even when it has agreed to that use, as in this 16 

case, in the plan to allow the Company to exit from coal-fired resources in Oregon by 17 

2029. 18 

Q. How do you respond to Dr. Hausman’s assertion that Governor Brown’s 19 

Executive Order 20-04 represents a new legal circumstance warranting that no 20 

Exit Date of a coal-fired resource be later than December 31, 2025?  21 

A. Dr. Hausman’s assertions are in error as Executive Order 20-04 supports the Exit 22 

                                                           
57 PacifiCorp has ceased coal burning operations at Naughton 3 and as proposed in this case is converting the 
unit to natural gas. 
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Dates and Exit Orders in the 2020 Protocol.   1 

Executive Order 20-04 directs the Commission to in part “[d]etermine 2 

whether utility portfolios and customer programs reduce risks and costs to utility 3 

customers by making rapid progress towards reducing GHG emissions consistent 4 

with Oregon reduction goals” and “[p]rioritize proceedings and activities … that 5 

advance decarbonization in the utility sector, and exercise its broad statutory authority 6 

to reduce GHG emissions, mitigate energy burden experienced by utility customers, 7 

and ensure system reliability and resource adequacy.”58  However, the Executive 8 

Order directs agencies, including the Commission, to prioritize actions that reduce 9 

greenhouse gas (GHG) emissions in a cost-effective manner.59  And the Executive 10 

Order specifically directs the Commission that “[i]t is in the interest of utility 11 

customers and the public generally for the utility sector to take actions that result in 12 

rapid reductions of GHG emission, at reasonable costs, …” 60  In its report on the 13 

Executive Order, regarding GHG reductions and utility planning framework, the 14 

Commission stated “[t]he PUC can explore pathways to enhance and refine our 15 

existing least-cost, least-risk framework to ensure energy utilities are focusing their 16 

system-wide resource strategies on making rapid progress to GHG reduction goals.”61 17 

It is clear in both documents that the actions regarding GHG goals in Oregon 18 

must be implemented at a reasonable cost, which is supported by the Commission’s 19 

statement that its “mission is to ensure Oregon utility customer have access to safe, 20 

                                                           
58 Executive Order No. 20-04 at 8. 
59 Id, 5. 
60 Id., 8. (emphasis added) 
61 Public Utility Commission of Oregon Report on Executive Order No. 20-04 at 5 (May 15, 2020). (emphasis 
added). 



PAC/2000 
Wilding/36 

Reply Testimony of Michael G. Wilding 

reliable and high quality utility services at just and reasonable rates.”62  The Exit 1 

Dates and Exit Orders set forth in the 2020 Protocol provide a measured process by 2 

which the Company can exit coal-fired resources in Oregon by a date certain.  It 3 

balances the need to meet environmental goals, while providing safe, reliable, high 4 

quality service at a reasonable cost.  Further, the 2020 Protocol protects the 5 

Company’s Oregon customers from paying more than their fair share of the costs 6 

associated with these coal-fired resources.  I note that Dr. Hausman does not analyze 7 

the impact on customer rates if the Commission were to adopt his recommendation.63 8 

Q. Dr. Hausman cites the Oregon Global Warming Commission’s 2018 Report to 9 

the Legislature (OGWC’s 2018 Report) noting that even though PacifiCorp’s 10 

emissions will be below its share of the stated goal as of 2030 and beyond, he 11 

states that “given the projections shown in that document, PacifiCorp’s 12 

emissions remain at essentially their current level (and above the necessary state 13 

trajectory) until 2030.”64  How do you respond?    14 

A. My initial observation is that Dr. Hausman’s “changed or unforeseen” information 15 

justifying Sierra Club’s decision not to support the Exit Dates in 2020 Protocol is a 16 

2018 Report to the Oregon Legislature, which appears to have been in existence at the 17 

time Sierra Club signed the 2020 Protocol.  Dr. Hausman appears to imply that 18 

Oregon electric utilities are causing Oregon to not meet its 2050 GHG goals.  With 19 

respect to the report, Dr. Hausman states that OGWC’s 2018 Report   20 

… noted that Oregon’s 2017 emissions were “well above the state’s 21 

                                                           
62 Id., 2. 
63 For example, Dr. Hausman does not address how his recommendation impacts the depreciable lives of the 
units and ultimately how it impacts customer rates. 
64 Sierra Club/300, Hausman/9-11. 



PAC/2000 
Wilding/37 

Reply Testimony of Michael G. Wilding 

goal of 51 million [metric tons of carbon dioxide equivalent or 1 
MTCO2e] by 2020 and the Commission’s adopted interim goal of 2 
32.7 million MTCO2e by 2035, and it does not put Oregon on a path 3 
toward achieving its long-term goal of 14 million MTCO2e by 4 
2050.”65 5 

This statement is from the Executive Summary of the OGWC’s 2018 Report and the 6 

statistics it presents the combined MTCO2e for the following sectors: agriculture, 7 

industrial, residential and commercial, transportation, and electricity use.  The 8 

OGWC 2018 Report’s Executive Summary concludes that “[r]ising transportation 9 

emissions are driving increases in statewide sector-based GHG emissions.”  It adds 10 

that “[t]ransportation GHG Emissions have risen during each of the past three years 11 

and have grown from 35% of the statewide total in 2014 to 39% in 2016.”66  It also 12 

found that “new data on statewide consumption-based GHG show a steady increase 13 

over time driven by house hold demand.”67  The majority of this increase is 14 

attributable to vehicles, food and beverages, appliances, services, and construction.68 15 

 However, with respect to electric utilities, the Executive Summary states that 16 

“new data from Oregon’s largest electric utilities indicate an emissions reduction 17 

trajectory that is in general alignment with Oregon’s 2050 goal” and that “[f]rom 18 

2014 to 2016, emissions from electricity use decreased from 30% to 26% of the 19 

state’s total emissions.”69 20 

 Finally, based on the statements cited from the OGWC 2018 Report, 21 

Dr. Hausman attempts to place more stringent requirements on the Company than 22 

                                                           
65 Sierra Club/300, Hausman/9. 
66 Sierra Club/304, Hausman/6. 
67 Id. at 7. 
68 Id. 
69 Id. at 6. 
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required by state law through his recommendation to accelerate the Exit Dates for 1 

certain coal-fired resources.  The relevant statute’s goal is by 2050 to achieve GHG 2 

levels that are at least 75 percent below 1990 levels.70  The OGWC 2018 Report 3 

concludes that PacifiCorp and Portland General Electric Company (PGE) “are on a 4 

path that, if sustained, will deliver their proportional share – as this Commission 5 

calculates such a share – of Oregon’s 2050 greenhouse gas reduction goal.”71  6 

 The Company is taking steps to reduce GHG emissions as evidenced by the 7 

Exit Orders with Exit dates in the 2020 Protocol, supported by Ms. Lockey’s direct 8 

testimony.  However, as noted in Executive Order 20-04, the reduction in GHG 9 

emissions must be accomplished in a cost-effective manner.  Dr. Hausman’s 10 

unnecessary recommendation would come at the cost of higher electric rates for the 11 

Company’s customers. 12 

Q. In the last section of his opening testimony, Dr. Hausman provides “[a]dditional 13 

costs and risks of continued reliance on coal-fired generation.”  Did 14 

Dr. Hausman cite any changed or unforeseen circumstances regarding the Exit 15 

Orders that results in the 2020 Protocol not producing results that are just, 16 

reasonable? 17 

A. No.  The issue in this proceeding is whether the Commission should approve the Exit 18 

Orders with Exit Dates that Sierra Club, along with other Oregon Parties, agreed to 19 

support as part of a comprehensive settlement agreement of the 2020 Protocol.  20 

Instead of honoring its commitment from less than six months ago, Sierra Club seeks 21 

to accelerate the Exit Dates for certain coal-fired resources under the guise of 22 

                                                           
70 ORS 468A.205. 
71 Sierra Club/304, Hausman/49. 
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changed or unforeseen information.  However, in Section IV of his testimony, 1 

Dr. Hausman presents Sierra Club’s arguments on the costs and risks of coal-fired 2 

resources based on information that existed at the time Sierra Club became a 3 

signatory to the 2020 Protocol.  For example, he cites federal regulation from January 4 

2014 and July 2016 requiring SCR deadlines for Wyodak, Dave Johnston Unit 3, 5 

Hunter Units 1 and 2, and Huntington Units 1 and 2.72  Citing PacifiCorp’s 2019 IRP 6 

filed in October 2019, Dr. Hausman provides a summary of PacifiCorp’s litigation of 7 

the Environmental Protection Agency’s Regional Haze Rule’s best available retrofit 8 

technology (BART) program.73    9 

Q. Dr. Hausman claims that PacifiCorp is using litigation “to escape regulation 10 

under the BART Program” and “appears to be betting on favorable political 11 

winds” to forestall reducing climate-harming emissions.  How do you respond?  12 

A. Dr. Hausman’s inflammatory testimony is unsupported innuendo and, as explained 13 

further in the testimony of Mr. Owen, is contradicted by the testimony of Sierra Club 14 

witness Dr. Jeremy Fisher.  For example, to support his assertion that the Company is 15 

betting on favorable political winds, he cites the Company’s 2019 IRP stating that 16 

PacifiCorp noted the “election of Donald Trump as U.S. President reduces the 17 

likelihood of federal climate change legislation in the near term.”74  However, upon 18 

inspection of the Company’s IRP, Dr. Hausman pulls that statement out of context.  19 

That statement is found in Chapter 3 of the Company’s 2019 IRP, which is entitled 20 

“Planning Environment.”  The purpose of Chapter 3 of the 2019 IRP is to  21 

profile[s] the major external influences that affect PacifiCorp’s 22 

                                                           
72 Sierra Club/300, Hausman/20-21 
73 Id., at 21-22. 
74 Id., at 23. 
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long-term resource planning and recent procurement activities.  1 
External influences include events and trends affecting the economy, 2 
wholesale and natural gas prices, and public policy and regulatory 3 
initiatives that influence the environment in which PacifiCorp 4 
operates. 5 

*** 6 

On the government policy and regulatory front, a significant issue 7 
facing PacifiCorp continues to be planning for an eventual, but 8 
highly uncertain, climate change regulatory scheme.75 9 

A subtitle in Chapter 3 of the 2019 IRP is entitled “The Future of Federal 10 

Environmental Regulation and Legislation,” where the Company states: 11 

PacifiCorp faces continuously changing electricity plant emission 12 
regulations. Although the exact nature of these changes is uncertain, 13 
they are expected to impact the cost of future resource alternatives 14 
and the cost of existing resources in PacifiCorp’s generation 15 
portfolio. PacifiCorp monitors these regulations to determine the 16 
potential impact on its generating assets. PacifiCorp also 17 
participates in rulemaking processes by filing comments on various 18 
proposals, participating in scheduled hearings, and providing 19 
assessments of proposals.76 20 

It is here that PacifiCorp comments on Federal Climate Change Legislation, stating 21 

“To date, no federal legislative climate change proposal has been passed by the U.S. 22 

Congress.  The election of Donald Trump as U.S. President reduces the likelihood of 23 

federal climate change legislation in the near term.”77 24 

 Thus, Dr. Hausman’s spin on the statement from the IRP falls apart upon 25 

placing the quoted language in context in the IRP. 26 

 

 

                                                           
75 Docket No. LC 70, PacifiCorp 2019 IRP at 36.  
76 Id., at 43. 
77 Id. 
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Q. Dr. Hausman questions why the same logic used to support the Exit Dates for 1 

Jim Bridger Units 2-4 as explained by Ms. Lockey in direct testimony could not 2 

be applied to the Hunter, Huntington, and Wyodak units.78  How do you 3 

respond? 4 

A. The proposed Exit Dates are from the agreement by the signatories to the 2020 5 

Protocol and take into account the depreciable lives of the plants for ratemaking 6 

purposes in Oregon and the 2019 IRP.  Ironically, Dr. Hausman actively participated 7 

in the negotiations including providing edits to the final agreement as a representative 8 

of Sierra Club.  In the 2019 IRP preferred portfolio the Hunter, Huntington, and 9 

Wyodak units are expected to provide economic value beyond the 2029 timeframe.  10 

The depreciable lives of Hunter, Huntington, and Wyodak used for ratemaking in 11 

Oregon is 2029.  Therefore, to comply with Oregon law, the Exit Date is set at 2029 12 

which is the most economic Exit Date for Oregon customers, effectuating the cost-13 

effectiveness language of the executive order.  Additionally, the decommissioning 14 

costs associated with Hunter, Huntington, and Wyodak are treated in the exact same 15 

manner as Jim Bridger Units 2-4.  However, the depreciable life for Jim Bridger was 16 

previously set at 2025, providing economic flexibility in determining the Exit Date.  17 

Q. What is your recommendation regarding the issuance of Exit Orders with Exit 18 

Dates as requested by the Company in direct testimony? 19 

A. The Commission should approve the Exit Dates and issue Exit Orders consistent with 20 

the Company’s 2020 Protocol, as requested in the direct testimony of Ms. Lockey.  21 

The issuance of an Exit Order provides a date certain by which each coal-fired 22 
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resource will be removed from Oregon rates without foreclosing on the possibility of 1 

the resource being closed before the Exit Date.  Many of the dates are before the 2029 2 

deadline thus accomplishing the goal of the recent executive order and providing 3 

certainty around which the Company can plan for Oregon’s exit.    4 

Q. Ms. Anderson also recommends that the Commission reject the Company’s 5 

proposed GPRA and instead adopt an automatic adjustment clause for coal-6 

generating resources with a balancing account for final decommissioning costs, 7 

taking deprecation out of base rates.79  How do you respond? 8 

A. I disagree with Ms. Anderson’s recommendation.  Ms. Anderson expresses a number 9 

of concerns regarding the proposed GPRA, including that: (1) it is unnecessarily 10 

broad; (2) the GPRA does not provide customers with the benefit of accounting for 11 

annual depreciation paid by customers; and (3) recovery of costs related to Cholla 12 

Unit 4 should be excluded.  Ms. Anderson’s concerns are misplaced.  I will address 13 

each of these concerns below. 14 

As an initial matter, I note that the GPRA was designed to function like the 15 

automatic adjustment clauses that Ms. Anderson describes in testimony.  In this rate 16 

case or in a subsequent rate case that occurs prior to an Exit Date for a coal-fired 17 

resource, the revenue requirement, which reflects depreciation, for each coal-fired 18 

resource, will be identified in the final compliance filing.  Thirty days in advance of 19 

the Exit Date, the Company will file an advice letter to credit customers through a 20 

separate tariff adjustment that will reflect the revenue requirement that was identified 21 

in a previous rate case.  In the following rate case, the coal-fired resource will be 22 
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removed from rates and the tariff adjustment revenue requirement reduced to zero.  1 

This mechanism allows for a near contemporaneous removal from rates of coal 2 

resources without filing a rate case.     3 

Such a mechanism is important as the Company enters into a period where it 4 

will being removing coal-fired resources from rates consistent with the approved Exit 5 

Dates.      6 

Q. Do you agree that the GPRA is unnecessarily broad?80  7 

A. No.  It is a narrowly designed automatic adjustment clause meant to remove coal-8 

fired resources from Oregon rates upon their Exit Date without requiring a rate case.       9 

Q. Please respond to Staff’s concern that the GPRA does not provide customers 10 

with the benefit of accounting for annual depreciation.81  11 

A. As just noted, the GPRA is designed to remove coal plants from rates in a timely 12 

manner without burdening all stakeholders with continuous rate cases.  In ratemaking, 13 

depreciation expense is generally not updated on a single-issue basis, but instead is 14 

comprehensively updated in a general rate case, where it can be offset against capital 15 

additions and O&M.  In addition, it is not appropriate to use depreciation expense as 16 

an offset to future investment.82  Including a depreciation update in the GPRA is 17 

beyond the limited scope of the mechanism, and would defeat its purpose as a 18 

streamlined mechanism to remove coal plants from rates.       19 

 

                                                           
80 Staff/1500, Anderson/15-16. 
81 Staff/1500, Anderson/16-22. 
82 See In the Matter of Public Utility Commission of Oregon, Investigation into Recovery of Safety Costs by 
Natural Gas Utilities, Docket UM 1722, Order No, 17-804 (Mar. 6, 2017) (noting that a depreciation test is 
unprecedented in Oregon ratemaking because depreciation expense allows a utility to recovery past investment 
and it is generally inappropriate to apply depreciation expense as an offset to future investment). 
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Q. Do you agree that the Company should recover the costs associated with the 1 

closure of Cholla Unit 4 through a regulatory asset and not the GPRA? 2 

A. As I discuss in Section C of my testimony, the Company is no longer proposing that 3 

the unrecovered plant and closures costs associated with Cholla Unit 4 be recovered 4 

through the GPRA.    5 

Q. AWEC witness Mr. Mullins recommends that the liquidated damages associated 6 

with the Cholla Unit 4 be removed for recovery from the regulatory asset.83  Do 7 

you agree? 8 

A. No.  Mr. Mullins asserts that liquidated damages should be considered a period cost in 9 

a future PCAM if, and when, the Company actually pays the liquidated damages.  He 10 

claims that because the liquidated damages have not been paid, it is not known and 11 

measurable.  Mr. Mullins errs in several ways.  First, liquidated damages are not an 12 

“if and when” consideration for ceasing operations at Cholla Unit 4.  The terms of the 13 

coal supply agreement set forth the exact calculation of the liquidated damages and 14 

when they are required to be paid.  Specifically, the liquidated damages calculated 15 

under the coal supply agreement will be paid after Cholla Unit 4 ceases operations, in 16 

  Thus, these are known and measurable costs that are appropriate for 17 

recovery.  Second, these liquidated damages are more appropriately labeled as early 18 

termination and buy-out payments because they are the result of the closure of Cholla 19 

Unit 4 and are unrelated to coal costs which are recovered through the TAM.  As 20 

such, these costs are appropriate for recovery through the Company’s proposed 21 

GPRA.  In the event the Commission determines the liquidated damages should not 22 
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be included in the buy down of the Cholla Unit 4 unrecovered plant and closure costs, 1 

they should be recovered through the TAM and not the PCAM as proposed by 2 

Mr. Mullins.    3 

H. Wildfire Mitigation Cost Recovery Mechanism 4 

Q. What is the purpose of this subsection of your reply testimony? 5 

A. I respond to the recommendations made by Staff witness Mr. Mitchell Moore and 6 

AWEC witness Mr. Mullins concerning the Company’s proposed Wildfire Mitigation 7 

Cost Recovery Mechanism.  8 

Q. What are the concerns raised by Mr. Moore concerning the proposed Wildfire 9 

Mitigation Cost Recovery Mechanism?  10 

A. Mr. Moore makes a number of recommendations: (1) vegetation management 11 

expenses be included in a deferral mechanism for wildfire mitigation; (2) through a 12 

joint process between Staff and the Company, develop a performance mechanism to 13 

measure and incent improvement in safety violations related to vegetation 14 

management; and (3) the proposed Wildfire Mitigation Cost Recovery Mechanism 15 

does not provide sufficient time for review and should be limited to one filing a year.  16 

Mr. Moore recommends that the Commission should instead approve a deferral 17 

mechanism for these costs.  He also recommends that the amortization of the deferred 18 

amounts be subject to an earning test, where the Company could not recover any 19 

costs that would allow it to exceed its authorized rate of return.84  In his reply 20 

testimony, Mr. David Lucas addresses the Company’s vegetation management 21 

program and wildfire mitigation program.  I address the recovery mechanism for 22 
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these costs. 1 

Q. How do you respond to Mr. Moore’s recommendations concerning a deferral 2 

mechanism for vegetation management and wildfire mitigation costs?   3 

A. Since the filing of this rate case, the Commission issued Order No. 20-147 that 4 

determined that the Commission has authority to approve deferral of all costs 5 

components related to a utility’s capital projects. 85 Therefore, I am proposing 6 

modifications to the Company’s proposed Wildfire Mitigation Cost Recovery 7 

Mechanism which has been renamed as the Wildfire Mitigation and Vegetation 8 

Management Cost Recovery Mechanism.    9 

Q. Please describe the new cost recovery mechanism. 10 

A. If the Wildfire Mitigation and Vegetation Management Cost Recovery Mechanism is 11 

approved in this proceeding, all costs for wildfire mitigation and vegetation 12 

management would be included in base rates as part of this rate case.  Beginning 13 

September 1, 2021, a single annual filing by the Company will be made to capture 14 

incremental wildfire mitigation and vegetation management costs.  Incremental 15 

vegetation management costs are deferred on an annual basis and included in rates 16 

upon the Commission’s prudence review.  Incremental capital costs for wildfire 17 

mitigation are included in the same filing prospectively for any project that will be 18 

used and useful before the rate effective date.  Any incremental capital costs for 19 

wildfire mitigation can be deferred between the online date and the rate effective date 20 

and can be included in the next annual filing.  21 

 

                                                           
85 In the Matter of the Public Utility Commission of Oregon Investigation of the Scope of the Commission’s 
Authority to Defer Capital Costs, Docket No. UM 1909, Order No. 20-147, 1 (Apr. 30, 2020). 
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Q. Please provide an example of the Wildfire Mitigation and Vegetation 1 

Management Cost Recovery Mechanism filing for years 2021 through 2023.  2 

A. Table 5 below provides an example of the Wildfire Mitigation and Vegetation 3 

Management Cost Recovery Mechanism filings for the years 2021 through 2023.   4 

Table 5: Example of 2021 through 2023 Filings for the Wildfire Mitigation and 5 
Vegetation Management Cost Recovery Mechanism. 6 

Filing Summary of Filing Proposed Effective 
Date 

September 1, 2021  Deferred Incremental vegetation 
management costs for the period Jan. 
1, 2021 through June 30, 2021. 

 Deferred incremental wildfire 
mitigation capital costs not already 
included in rates for the period Jan. 
1, 2021 through June 30, 2021. 

 Incremental wildfire mitigation 
capital costs that will be online by 
Mar. 1, 2022. 

March 1, 2022 

September 1, 2022  Deferred Incremental vegetation 
management costs for the period July 
1, 2021 through June 30, 2022. 

 Deferred incremental wildfire 
mitigation capital not already 
included in rates for the period of 
July 1, 2021 through June 30, 2022.*  

 Incremental wildfire mitigation 
capital costs that will be online by 
Mar. 1, 2023. 

March 1, 2023 

September 1, 2023  Deferred Incremental vegetation 
management costs for the period July 
1, 2022 through June 30, 2023. 

 Deferred incremental wildfire 
mitigation capital not already 
included in rates for the period of 
July 1, 2022 through June 30, 2023.*  

 Incremental wildfire mitigation 
capital costs that will be online by 
Mar. 1, 2024. 

March 1, 2024 

* This would include the deferral of the capital cost of a project for the period between 
the online date and the rate effective date.  For example if a project came online in 
January 25, 2022 it would be included in the September 1, 2021 filing for inclusion in 
rates effective March 1, 2022.  The deferral of capital costs for the period between 
January 25, 2022, the online date, and March 1, 2022, the rate effective date would be 
included in the next filing on September 1, 2022.  
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Q. Does the proposed Wildfire Mitigation and Vegetation Management Cost 1 

Recovery Mechanism include an earnings test or a performance mechanism for 2 

vegetation management?  3 

A. No. The Wildfire Mitigation and Vegetation Management Cost Recovery Mechanism 4 

would allow the Company to recover prudently incurred wildfire capital costs 5 

incremental to what is included in base rates and prudently incurred vegetation 6 

management costs incremental to what is included in bases rate.  The mechanism as 7 

proposed by the Company provide ample time for Staff and other interested parties to 8 

review the included costs and make a recommendation to the Commission on the 9 

prudency of those cost.  10 

Q. Why should the Commission approve the Wildfire Mitigation and Vegetation 11 

Management Cost Recovery Mechanism?     12 

A. As Mr. Lucas describes in his testimony, there is a mismatch in the traditional 13 

regulatory approach for cost recovery for vegetation management, and the 14 

increasingly dynamic needs of vegetation management programs.  Under the 15 

traditional approach where costs are allocated in rate cases, with no opportunity for 16 

adjustment in between it becomes increasingly difficult to meet the large swings in 17 

program costs that can occur from year to year, or even season to season.  The 18 

Wildfire Mitigation and Vegetation Management Cost Recovery Mechanism balances 19 

the approach by fixing known costs for inclusion in rates, and allowing for ongoing 20 

recovery of incremental prudent costs during periods between rate cases.  21 
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Q. AWEC witness Mr. Mullins recommends that the Commission reject the 1 

proposed Wildfire Mitigation Cost Recovery Mechanism, claiming it is no longer 2 

valid because of Commission Order No. 20-147.86  How do you respond?  3 

A. I agree with Mr. Mullins that after the Company filed this rate proceeding on 4 

February 14, 2020, the Commission issued Order No. 20-147 in docket UM 1909 5 

where it concluded that ORS 757.259(2)(e) “provides the Commission the authority 6 

to defer all cost components related to a utility’s capital projects, including both 7 

depreciation expense and the cost of financing capital projects.”87  However, I 8 

disagree that it renders the Company’s proposal moot.  It just changes the nature of 9 

the Company’s request.  As explained above, based on recommendations from Staff 10 

and the issuance of Order No. 20-147, the Company made a number of changes to the 11 

proposed cost recovery mechanism.  The costs associated with wildfire mitigation are 12 

significant capital costs appropriate for a ratemaking mechanism supported by 13 

deferred accounting.    14 

Q. Mr. Mullins asserts that in an attempt to reduce regulatory lag, the Company’s 15 

proposal removes the review of wildfire mitigation costs from a general rate case 16 

and contravenes the Commission’s preference for evaluating capital project 17 

costs. 88  How do you respond? 18 

A. The Company’s original proposal did not contravene Commission review of 19 

evaluating projects for prudency.  The mechanism proposed in the Company’s direct 20 

filing provided for an annual prudence review by the Commission.89  In limited 21 

                                                           
86 AWEC/100, Mullins/23-24. 
87 Order No. 20-147 at 1 (Apr. 30, 2020). 
88 AWEC/100, Mullins/24. 
89 PAC/200, Lockey/26, Table A. 
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circumstances, such as with the RAC, the Commission’s review of a utility’s select 1 

costs does not have to be within the context of a rate case.  In fact, while not agreeing 2 

with the Company’s original mechanism, Staff indicated that in principle it does not 3 

object to special ratemaking treatment for wildfire costs.90  Mr. Mullins’ claim is 4 

rendered moot based on the Company’s revised Vegetation Management and Wildfire 5 

Mitigation Cost Recovery Mechanism that I explained above.   6 

Q. Mr. Mullins claims that AWEC does not support the deferral of costs if it means 7 

that the Company incurs no regulatory lag because wildfire mitigation costs are 8 

part of the Company’s normal business risk.91  How do you respond?  9 

A. As an initial matter, in response to the question, “[d]oes AWEC support allowing 10 

PacifiCorp to defer wildfire mitigation costs?”  Mr. Mullins responds, “[n]ot if it 11 

means PacifiCorp incurs no regulatory lag associated with these investments.”  It is 12 

unclear what Mr. Mullins means by this statement.  If the Commission did grant the 13 

Company a deferral for these investment, the Company would not be able to include 14 

the investments in rates until its next filed rate case.  Setting this aside, as explained 15 

by Mr. Lucas in his reply testimony, while wildfires are a risk, that risk has not 16 

remained static.  It is changing and becoming more severe and experienced in greater 17 

frequency.  In fact, Governor Brown in Executive Order 19-01, which establishes the 18 

Governor’s Council on Wildfire Response, acknowledges how “[e]ach wildfire 19 

season presents new challenges.”92  20 

 

                                                           
90 Staff/600, Moore/15-16.  With respect to the Company’s originally proposed mechanism, Staff expressed 
concerns with the time allotted for a prudence review and the use of forecasts.  
91 AWEC/100, Mullins/24-25. 
92 Executive Order 190-01 see https://www.oregon.gov/gov/Documents/executive_orders/eo_19-01.pdf.  
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Q. Mr. Mullins argues that the Company should not be rewarded with accelerated 1 

cost recovery for implementing an industry standard that protects shareholders’ 2 

investment value as well as the Company’s system infrastructure.  How do you 3 

respond? 4 

A. Mr. Mullins’ testimony is one-sided.  As Mr. Bird stated in his direct testimony, the 5 

Company’s core principle is to provide sustainable energy solutions in the form of 6 

safe, reliable, and affordable energy to its customers.  While Mr. Mullins appears to 7 

have focused on the Company’s shareholders in making his recommendation, the 8 

Company’s focus is on providing safe, reliable, and affordable energy to its 9 

customers.  When the Company identifies an increasing threat to its system, it has to 10 

act to protect it customers, employees, and facilities.  The hardening of the 11 

Company’s facilities does not solely benefit its shareholders.  As stated by Staff 12 

witness Mr. Moore, “Staff agrees that a timely recovery of costs incurred to upgrade 13 

facilities to prevent wildfires from starting and to better withstand those that do is in 14 

the public interest.”93  Mr. Mullins’ argument is short-sighted and incorrect and 15 

should be rejected.    16 

III. NET POWER COSTS POLICY 17 

A. Purpose and Summary of Testimony 18 

Q. What is the purpose of your NPC policy reply testimony? 19 

A. My reply testimony responds to various issues and adjustments raised in the opening 20 

testimony of Staff witnesses Mr. Scott Gibbens; AWEC witness Mr. Bradley G. 21 

Mullins; CUB witness Mr. Bob Jenks; and KWUA witness Mr. Lloyd Reed. 22 

                                                           
93 Staff/600, Moore/15.  
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Q. Please summarize your reply testimony regarding the recovery of NPC.  1 

A. My reply testimony discusses in general the Commission’s policies on NPC recovery, 2 

and explains that the Company’s current power cost recovery mechanisms are 3 

inconsistent with the Commission’s clearly stated principles.  Unfortunately, due to 4 

the nature of modeling software, PacifiCorp experiences persistent, one-sided 5 

forecasting errors that result in systematic and punitive under-recovery.  I explain 6 

that, despite PacifiCorp’s efforts to improve forecasting and to incorporate 7 

improvements such as the Day-Ahead/Real-Time (DA/RT) adjustment, these efforts 8 

do not resolve the systematic under-recovery problem.   9 

I also explain that this cost recovery issue is becoming a growing concern in 10 

light of substantial changes in energy policy.  As renewable energy comprises a 11 

growing share of PacifiCorp’s portfolio, changes in NPC are increasingly outside of 12 

the Company’s control.  Changes in weather and the inherent variability of many 13 

renewable energy resources means that the Company is inappropriately bearing an 14 

increasing share of the costs arising from these variable resources. 15 

I describe how PacifiCorp’s new proposed power cost recovery mechanism, 16 

the APCA, accommodates this fast-changing energy environment by fairly and 17 

accurately incorporating the Company’s NPC in rates.  In this discussion, I explain 18 

how the APCA operates in conjunction with the DA/RT adjustment, examine the 19 

impact of new modeling software, and address concerns raised by Staff, CUB, and 20 

AWEC concerning the need for and impacts of the new APCA.  21 

Finally, I address proposed changes to the NPC guidelines.  I explain that 22 

CUB’s proposal to include wheeling revenues ignores the fact that wheeling revenues 23 
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are already used to offset the Company’s transmission costs in the revenue 1 

requirement calculation, while relying on out-of-state examples where dollar-for-2 

dollar recovery of NPC is already assured.  I provide more detail about why the 3 

Company proposes to adjust and align the filing dates for the APCA and to update the 4 

Jim Bridger fuel costs.  I respond to AWEC’s concerns about the APCA and explain 5 

that the Company’s proposed changes are, in fact, merely clerical edits to conform the 6 

NPC Guidelines to existing Commission orders.  In closing, I accept Calpine 7 

Solutions’ proposal to include sample calculations as part of the new APCA 8 

guidelines. 9 

B. Commission Policy on NPC Recovery 10 

Q. What is your understanding of the policy underlying PacifiCorp’s TAM and 11 

PCAM? 12 

A. As I described in my direct testimony, the TAM sets PacifiCorp’s Oregon-allocated 13 

NPC for the upcoming year.94 The PCAM then allows adjustment only for “unusual 14 

events and [to] capture power cost variances that exceed those considered normal 15 

business risk for the utility.”95  Thus, in the absence of an unusual event and a very 16 

significant variance, the PCAM does not provide recovery of an NPC under-17 

collection or credit for an NPC over-collection in any particular year.  Instead, the 18 

PCAM was designed based on the express assumption that under- and over-19 

collections will negate each other over the long term.96    20 

                                                           
94 In the Matter of PacifiCorp, dba Pacific Power 2008 Transition Adjustment Mechanism, Docket No. UE 191, 
Order No. 07-446 at 2 (Oct. 17, 2007). 
95 In the Matter of PacifiCorp, dba Pacific Power, Request for a General Rate Case, Docket No. UE 246, Order 
No. 12-493 at 13 (Dec. 20, 2012). 
96 Id, at 15.  
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Q. Is this structure working as designed? 1 

A. No.  As described in my direct testimony and shown in the updated figure below, 2 

PacifiCorp has under-recovered approximately $282 million in Oregon-allocated 3 

NPC over the last twelve years, with only one year offsetting NPC over-recovery but 4 

only after unusual costs were adjusted out of NPC for purposes of this testimony.  5 

AWEC, in its testimony, erroneously claims that PacifiCorp’s reasoning for changing 6 

the PCAM is that the PCAM has never been contested and that rates have never been 7 

adjusted.97 This is not an accurate assertion.  Furthermore, Staff, AWEC, and CUB 8 

imply that the PCAM is working exactly as intended and point to the fact the PCAM 9 

has not resulted in a rate change as evidence.98  If the TAM and PCAM were 10 

operating as intended by the Commission, there would be a possibility of under-11 

recovery and over- recovery of NPC. However, as applied to PacifiCorp’s complex 12 

and diversified power supply system, the very structure of the TAM and PCAM in 13 

interaction with the intrinsic limitations on the ability to forecast balancing costs, 14 

causes a persistent and harmful under-recovery for the Company.  The full under-15 

recovery for the past 12 years is shown in Table 6 below.  16 

                                                           
97 AWEC/100, Mullins/30. 
98 See Staff/1300, Gibbens/18; AWEC/100, Mullins/30; CUB/100, Jenks/44.  
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Table 6 1 
Oregon NPC Collected in Rates versus Actual NPC99 2 

 

Q. What is the difference between Table 6 above and the numbers used in 3 

Mr.  Grave’s Direct and Reply Testimony? 4 

A. The numbers above include PTCs beginning in year 2017.  As Mr. Graves was 5 

evaluating the impacts of system balancing costs and the overall modeling of NPC, 6 

his analysis does not include the impact of PTCs.  7 

Q. Table 6 demonstrates a persistent forecast error in one direction--adverse to 8 

PacifiCorp.  In the past, did the Commission acknowledge that a persistent 9 

forecast error in one direction should be addressed?  10 

A. Yes.  In docket UM 1662, the Commission opined that, “in the event of a persistent 11 

forecast error in one direction,” the solution would be “to refine models and improve 12 

                                                           
99 The calculation of 2016 actual NPC used for the analysis performed in this testimony does not include certain 
coal costs that were excluded in the TAM. The exclusion of these costs from actual NPC shows a small over-
recovery of NPC in 2016.  If these costs were included in actual NPC, it would show a small under-recovery in 
2016. 

Year
NPC Collected 
Through Rates Actual NPC

Under Recovery 
of NPC

2008 252,556,048$      286,401,464$      33,845,416$        
2009 248,429,624        261,335,991        12,906,367         
2010 241,238,092        276,837,681        35,599,589         
2011 301,662,279        333,544,839        31,882,559         
2012 336,201,734        351,814,385        15,612,651         
2013 348,474,235        382,126,867        33,652,632         
2014 341,351,338        377,421,181        36,069,843         
2015 343,993,011        362,384,220        18,391,209         
2016 347,055,570        342,591,463        (4,464,107)          
2017 340,640,219        342,861,000        2,220,781           
2018 334,683,850        354,531,937        19,848,087         
2019 340,850,405        382,928,436        42,078,030         
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the forecasting of model inputs[.]”100 1 

Q. Has PacifiCorp demonstrated that the persistent, one-sided forecast error it has 2 

experienced is not caused by needed refinements to the Generation and 3 

Regulation Initiative Decision Tools (GRID) model?   4 

A. Yes.  PacifiCorp has shown that the GRID model is capable of reasonably and 5 

accurately modeling PacifiCorp’s NPC and is not the source of the persistent forecast 6 

error.  PacifiCorp has evaluated its GRID model performance in the past two TAMs 7 

(dockets UE 339 and UE 356) by conducting a backcast analysis for the historical 8 

period 2016 and 2017.  The backcasts replace GRID inputs with actual data and 9 

produce a result that is very close to actual NPC.  The variances between the backcast 10 

studies and actual NPC are only 0.03 percent and 0.3 percent for 2016 and 2017, 11 

respectively.  The backcasts demonstrate that the forecast error is a result of changes 12 

between forecast inputs (e.g., market prices) and actual results, which then creates 13 

additional costs in actual operations to respond to those discrepancies.  As mentioned 14 

in Mr. Graves’ reply testimony, the shift away from coal to renewables along with 15 

implementation of more sophisticated market scheduling and control systems result in 16 

more numerous and costly balancing transactions.  17 

Q. Will PacifiCorp “improve the forecasting of model inputs” to the point of 18 

guaranteeing all prudently-incurred costs are captured in the forecast? 19 

A. No, for several reasons.  First, it is very difficult to accurately forecast key NPC 20 

variables that are out of PacifiCorp’s control, such as weather and market conditions, 21 

                                                           
100 In the Matter of Portland General Electric Company and PacifiCorp, dba Pacific Power, Request for 
Generic Power Cost Adjustment Mechanism Investigation, Docket No. UM 1662, Order No. 15-408 at 7 
(Dec. 18, 2015).   
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and even minor variability can have a significant impact on PacifiCorp’s large and 1 

complex power supply system.  This is especially true in forecasting intermittent 2 

renewable generation, as discussed below.  Second, it is not the case that those 3 

forecasting challenges are just difficult.  It turns out that even if the forecast was 4 

correct on average, there are costs from adjusting to the short term errors that do not 5 

balance out.  Third, in awareness of this, PacifiCorp has introduced improvements 6 

such as the DA/RT adjustment, but at best these only mitigate but do not resolve 7 

persistent, one-sided forecast error.  Fourth, without any meaningful true-up in the 8 

PCAM, parties to the TAM have an incentive to challenge adjustments like the 9 

DA/RT that increase NPC—even if the resulting NPC is more accurate—10 

understanding that NPC under-recovery will continue to be entirely absorbed by 11 

PacifiCorp.  Indeed, even after the Commission has repeatedly affirmed the use of the 12 

DA/RT, parties continue to challenge it, including in the 2021 TAM, docket UE 375.   13 

Q. Has the Commission previously recognized the complexities associated with 14 

PacifiCorp’s power supply system that make NPC modeling particularly 15 

challenging?  16 

A  Yes.  In docket UE 264, the Commission acknowledged that “Pacific Power’s utility 17 

operations are ‘complex and multi-dimensional.’”101  In docket UE 307, the 18 

Commission rejected concerns about the complexity of PacifiCorp’s GRID model for 19 

forecasting power costs, saying: “[W]e recognize that the GRID model is complex 20 

because PacifiCorp’s system is, in fact, a complex system to model.”102  21 

                                                           
101  In the Matter of PacifiCorp, dba Pacific Power 2014 Transition Adjustment Mechanism, Docket UE 264, 
Order No. 13-387 at 12 (quoting Order No. 04-516 at 9) (Oct. 23, 2013). 
102  In the Matter of PacifiCorp, dba Pacific Power 2017 Transition Adjustment Mechanism, Docket UE 307, 
Order No. 16-482 at 23-24 (Dec. 20, 2016). 
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Q. Did PacifiCorp raise concerns about the original structure of the PCAM? 1 

A. Yes.  When PacifiCorp proposed the original PCAM in its 2012 General Rate Case, 2 

PacifiCorp requested a PCAM without deadbands, sharing bands, and an earnings 3 

test.  PacifiCorp specifically stated that: “Deadbands and sharing bands are punitive 4 

because they penalize the Company when it has done nothing wrong.  Ultimately, the 5 

Commission will determine if the Company has acted prudently by conducting a 6 

prudence review, showing that a prudence review is the only true effective 7 

incentive.”103  The problem is not that risk sharing is per se punitive, but when the 8 

sharing rules are not symmetric but biased towards partial recovery by the utility, and 9 

when the forecasted amounts used for comparison tend to have omitted costs, the 10 

result is almost always punitive.  11 

Q. Did PacifiCorp reiterate these concerns in 2015 in docket UM 1662?  12 

A. Yes.  In docket UM 1662, PacifiCorp and PGE jointly requested a RRTM without 13 

deadbands, sharing bands or an earnings test for the variable costs of its renewable 14 

resources.  The companies relied on ORS 469A.120(1) for this request, which 15 

provides for full recovery of the costs of compliance with Oregon’s renewable 16 

portfolio standard (RPS).  In that case, PacifiCorp and PGE testified that “[t]he 17 

PCAMs cannot serve as both an insurance policy to capture only extraordinary 18 

swings in NPC and as a mechanism to recover all prudently incurred costs associated 19 

with RPS compliance.”104    20 

                                                           
103 In the Matter of PacifiCorp’s Filing of Revised Tariff Schedules for Electric Service in Oregon, Docket No. 
UE 246, Reply Testimony of Gregory N. Duvall, PAC/1800, Duvall/16 (July 19, 2012). 
104 Docket No. UM 1662, PGE-PAC/200, Tinker-Dickman/8.   
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Q. Have the issues PacifiCorp identified in the 2012 General Rate Case and in 1 

docket UM 1662 become an increasing concern with major changes in Oregon’s 2 

energy policy? 3 

A. Yes.  Many of the trends that PacifiCorp previously identified as necessitating a 4 

mechanism to recover actual NPC, like increased wind generation and increasing RPS 5 

requirements,105 are trends that have only accelerated in the interim years.  6 

PacifiCorp’s resource mix has changed at a pace that was unimaginable a decade ago.  7 

As I identified in my direct testimony, in the 2013 IRP, only 1.5 percent of 8 

PacifiCorp’s resource capacity came from renewable resources.  Additionally, the 9 

2013 IRP projected PacifiCorp’s resource capacity from renewable resources would 10 

be a mere 1.3 percent by 2022 while the 2019 IRP now projects that 33 percent of 11 

PacifiCorp’s resource capacity in 2021 will come from renewable resources.106  12 

Q. Does Table 6 cover the time period during which PacifiCorp has transformed its 13 

generation portfolio by adding significant new renewable resources?  14 

A. Yes.  Since 2008, PacifiCorp has added 4,789 MW of new renewable resources.107  15 

Q. Please describe the impact of forecast error associated with wind and solar 16 

generation in PacifiCorp’s NPC modeling.  17 

A. These resources are modeled in a manner that results in an offset to NPC with a credit 18 

(or negative cost) based on PacifiCorp’s avoided cost of fuel, market purchases or 19 

market sales.  Thus, all else equal, renewable resources drive down total NPC and can 20 

                                                           
105 Docket No. UE 246, Reply Testimony of Gregory N. Duvall, PAC/1800, Duvall/1-2. 
106 In the Matter of PacifiCorp 2013 IRP, Docket No. LC 57, Initial Filing at 229 (Apr. 20, 2013); In the Matter 
of PacifiCorp 2019 IRP, Docket No. LC 70, Initial Filing at 257 (Oct. 18, 2019). 
107 This number includes all the intermittent renewable resources have come online since 2008 or expected to be 
online at the end of 2020. 
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contribute to under-forecasts if the resource does not generate as forecast because of 1 

conditions outside of PacifiCorp’s control.   2 

Q. Are the challenges associated with forecasting the impact of increasing amount 3 

of renewables validated by the experience of other entities? 4 

A. Yes.  Forecasting the impact of increasing renewables is a consistent issue across the 5 

entire footprint of the west.  For example, as the California Independent System 6 

Operator (CAISO) is working to design the energy day-ahead market, it is running 7 

into the same issues that PacifiCorp has identified:  8 

CAISO said a redesign of its day-ahead market is necessary because 9 
of changes to the way it historically operated with a predictable 10 
generation fleet. Resources were scheduled hourly in the day-ahead 11 
market and imbalances were addressed in the real-time market. Over 12 
the past 10 years, a large influx of variable wind and solar resources 13 
have caused operational issues and energy imbalances. CAISO is 14 
ultimately responsible for meeting load reliably when variable 15 
resources change output and change forecasts as the market 16 
approaches real time, it said.108 17 

The trends that make it difficult for the CAISO to forecast effectively for a day-ahead 18 

market are exacerbated when extrapolated to an annual forecast.109  19 

Q. Staff, CUB and AWEC all claim that PacifiCorp’s PCAM is working 20 

consistently with the policies adopted in 2007 and applied to PacifiCorp in 21 

2012.110 Are the policies for structuring a PCAM that were adopted in 2007 still 22 

applicable in 2020? 23 

A. No.  PacifiCorp identified that the energy landscape was shifting in its 2012 General 24 

                                                           
108 CAISO Issues Latest Day-Ahead Market Enhancements Proposal, CLEARING UP, No. 1957 at 8 (June 12, 
2020). 
109 CAISO’s problem is in some ways simpler than the one facing PacifiCorp, as CAISO mostly has to worry 
about forecasting transaction volumes, not their average costs.  PacifiCorp has to forecast both because it 
creates a base NPC allowance that is its best assessment of the economic consequences of these complexities.  
110 AWEC/100, Mullins/30; Staff/1300, Gibbens/12; CUB/100, Jenks/39. 
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Rate Case, and the policies that the Commission identified for structuring a PCAM 1 

were antiquated when it was adopted.  After the Commission’s decision in 2 

PacifiCorp’s General Rate Case, and in response to PacifiCorp’s and PGE’s 3 

renewable resource cost recovery proposal in docket UM 1662, a number of 4 

significant policy changes have taken place: the Oregon legislature adopted greater 5 

RPS standards in Senate Bill 1547; the energy imbalance market (EIM) has 6 

developed and is maturing; there are renewed discussions on resource adequacy and a 7 

day-ahead energy market; and there has been continued emphasis on developing 8 

energy policy through legislation and executive orders to guide and direct the changes 9 

that are occurring in the energy industry.  To retain a PCAM that is not reflective of 10 

this fast-changing environment places PacifiCorp in an increasingly precarious 11 

position. 12 

Q. When the effect of these policies are combined with the significant deadband, 13 

sharing band, and earnings test of the PCAM, is there a mismatch between the 14 

costs and benefits for renewable resources? 15 

A. Yes.  While customers are seeing the benefits of the renewable resources policies 16 

through reduced NPC and other benefits like PTCs, PacifiCorp is forced to bear an 17 

inappropriate and increasing share of the costs that arise from the variability of these 18 

resources.    19 

Q. Are these problems alleviated by PacifiCorp’s proposed APCA? 20 

A. Yes.  PacifiCorp’s APCA ensures that customers pay the most accurate net power 21 

costs, which are the actual net power costs that are prudently incurred to serve them.  22 

The APCA acknowledges the reality that PacifiCorp’s NPC are now too dynamic and 23 
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complex to accurately and fairly forecast without a true-up, especially as the 1 

Company’s renewable energy portfolio continues to expand.  Customers will receive 2 

the correct price signals under the APCA, and the Company will be allowed to 3 

recover its prudent NPC in Oregon rates for the first time since it began to acquire 4 

significant renewable energy resources.    5 

Q. Does PacifiCorp recommend that the Commission reexamine the policies that 6 

were adopted for the PCAM in 2007? 7 

A. Yes.  The testimony of Mr. Graves specifically examines how these policies may not 8 

be suited to providing economically fair or efficient pricing and cost recovery, or the 9 

shifting energy landscape.  10 

C. The Structure of the APCA 11 

Q. Have Parties raised other concerns about the structure of PacifiCorp’s proposed  12 

 APCA? 13 

A. Yes.  Staff, CUB, AWEC, and KWUA have all raised additional specific concerns 14 

about PacifiCorp’s proposed APCA.  While a number of these concerns are addressed 15 

by Mr. Graves, I will address the following issues: 16 

• I discuss how the DA/RT adjustment operates in conjunction with the 17 

APCA, and how the DA/RT adjustment is a tool to achieve greater 18 

accuracy in NPC forecasting, but is not a substitute for an effective 19 

PCAM.  20 

• I discuss how PacifiCorp models NPC and address the upcoming switch to 21 

AURORA. 22 

• I address Staff’s concerns regarding Wind Capacity Factors.  23 
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• I examine CUB’s concerns that the APCA is shifting risk from 1 

shareholders to ratepayers.  2 

• I respond to AWEC’s suggestion that PacifiCorp’s new APCA is 3 

unnecessary because the systematic problems experienced by PacifiCorp 4 

are not experienced by other Oregon utilities. 5 

The Purpose of the DA/RT Adjustment and the APCA 6 

Q. Please describe the DA/RT adjustment and explain why the Company had this 7 

adjustment in its power cost forecast?  8 

A. PacifiCorp incurs system balancing costs that are not reflected in the Company’s 9 

forward price curve or modeled in the GRID.  To address this deficiency, the 10 

Company uses the DA/RT adjustment to more accurately model system balancing 11 

transaction prices and volumes.  12 

Q. How does the DA/RT adjustment work with the APCA? 13 

A. The DA/RT adjustment is necessary to more accurately model NPC and reduce the 14 

variances between forecast and actual NPC.  It does not obviate the need for the 15 

APCA or solve the fundamental and structural issues related to variability of 16 

forecasting and the under-recovery of NPC.  The DA/RT helps provide a more 17 

accurate forecast to account for PacifiCorp’s market transactions but it does not 18 

address the inherent variability in renewable resources or the dynamic market 19 

conditions of the evolving energy industry.   20 
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Q.  How do you respond to Staff’s and AWEC’s criticism that the APCA is 1 

unnecessary because the DA/RT is intended to solve the Company’s persistent 2 

NPC under-recovery from system balancing costs?  3 

A. While the DA/RT more accurately models the system balancing costs, it does not 4 

completely solve PacifiCorp’s persistent NPC under-recovery.  The DA/RT 5 

adjustments over the period 2016-2019 resulted on average, in about $26 million per 6 

year in increased forecasts, but the actual costs from the difference between hub 7 

prices and buy/sell transaction prices resulted in $32 million per year in additional 8 

costs.  During the first two years (2016-2017), forecast adjustments were above the 9 

actuals, but these were dominated by the large understatements in forecasts during 10 

2018-2019.  However, since these adjustments were based on historical average price 11 

and transaction patterns, the resulting cost adjustments in forecasts have not fully 12 

captured the actual cost impacts from different buy/sell transactions.  On average 13 

during 2016-2019, forecast adjustments fell $6 million/year short of actuals on a 14 

system-wide basis, contributing to the actual NPC under-recoveries that PacifiCorp 15 

experienced during that period.  Table 7 shows that the DA/RT adjustment helped 16 

mitigate the NPC under-recovery problem: if DA/RT were not implemented, the NPC 17 

under-recovery in OR would have been $32 million higher than the actuals during 18 

2016-2019. 19 
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Table 7 DA/RT Impact1 

 2 

PacifiCorp’s Modeling of NPC 3 

Q. Please explain how the GRID model assumes perfectly efficient operations. 4 

A. GRID has perfect foresight.  This means that for every hour of the year, GRID knows 5 

the exact load (which does not change), GRID knows the exact dispatch cost of each 6 

generation resource and GRID knows the market price at each hub.  Furthermore, the 7 

GRID model dispatches and balances the system in a single step for the entire year.  8 

This means that the model not only ensures that in every hour, the lowest cost 9 

resources will be dispatched, subject to transmission constraints but that every hour is 10 

perfectly optimized for the next hour.  In other words, there is no uncertainty in the 11 

GRID model. 12 

Q. How do actual operations depart from GRID? 13 

A. In actual operations there is much uncertainty, including weather, renewable resource 14 

shape, load, and outages.  PacifiCorp dispatches its system in a least cost manner and 15 

has been a leader and innovator in this area, for example PacifiCorp with CAISO 16 

started the EIM in 2014 and has been an industry leader in changing the dispatch of 17 

its coal plants.  The human operators are making dispatch decisions based on the best 18 

available information, such as short-term load and renewable forecasts.  That 19 

Year

NPC Collected 
Through Rates 

(without DA/RT) Actual NPC

Under Recovery 
of NPC 

(without DA/RT) DA/RT Impact
2014 341,351,338$      377,421,181$      36,069,843$       -

2015 343,993,011       362,384,220       18,391,209         -

2016 339,411,376       342,591,463       3,180,087           7,644,194$         

2017 331,927,963       342,861,000       10,933,036         8,712,256           

2018 325,718,939       354,531,937       28,812,997         8,964,910           

2019 334,339,085       382,928,436       48,589,350         6,511,320           

DA/RT Impact 31,832,680$       
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information, however, is inherently imperfect and a human operator is therefore 1 

making dispatch decisions without perfect foresight into system conditions, which are 2 

constantly changing.  As shown in Figure 1 and Figure 2 below, there is significant 3 

variability every day for renewable wind and solar generation.  As GRID balances 4 

with perfect foresight, it does not and cannot account for the deviations from forecast 5 

that the Company will inevitably experience.  Even though the Company gives the 6 

expected deliveries a chaotic shape to more closely reflect expected operating 7 

conditions, GRID still balances with perfect foresight to that particular representative 8 

shape.  This leads to a situation where GRID optimizes with a precision that cannot 9 

be duplicated in actual operations.  This is not just an issue that effects the GRID 10 

forecast; the Company’s balancing of loads and resources in actual operations is 11 

impacted by the same dynamic. 12 

Figure 1 13 
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Figure 2 1 

 

Q. Staff contends that the switch to AURORA will help alleviate the issue of “over 2 

smoothing” that has been identified by the Company.111  Is this accurate? 3 

A. No.  “[O]ver smoothing” is not unique to GRID but is applicable to all deterministic 4 

production cost simulation models, zonal or nodal, driven by expected-to-occur 5 

supply and demand fundamentals.  Such cost minimization models are ruthlessly 6 

efficient and solve at optimized productivities unseen in real life.  Generally, both the 7 

Aurora nodal model and GRID have perfect foresight.  This perfect foresight when 8 

coupled with expected-to-occur assumptions tends to yield an efficient “over 9 

smoothed” forecast.    10 

 

 

                                                           
111 Staff/1300, Gibbens/38. 
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Q. Staff additionally discusses that the shift to the NPM does not require a change 1 

in the structure of the TAM and PCAM, and that parties should be allowed to 2 

gain familiarity with this new methodology before changing the NPC recovery 3 

structure.112  How do you respond? 4 

A. On the contrary, now is an ideal time to adopt the APCA.  Under the 2020 Protocol, 5 

NPC will continue to be dynamically allocated until 2024 or a new inter-jurisdictional 6 

cost allocation methodology is adopted.  Beginning in 2021, the Company will begin 7 

working with CAISO to schedule PacifiCorp’s system on a day-ahead basis.  This is 8 

intended to provide time and experience before NPM is used for ratemaking.  Under 9 

Staff’s logic, there will always be a reason to stand in the way of updating this 10 

mechanism.  Whether it is nodal pricing, a day-ahead market, regional resource 11 

adequacy, or the influx of large amounts of battery storage, the energy landscape is 12 

changing a faster pace than ever before.  That is precisely why the timing is perfect 13 

right now to make this change.  14 

Wind Capacity Factors 15 

Q. In your direct testimony, you stated that PTCs would not be subject to annual 16 

true-up.  Please explain.  17 

A. In accordance with the settlement adopted in the 2020 TAM,113 PacifiCorp will 18 

continue to use the agreed-upon specified wind capacity factors in any NPC forecast 19 

used for Oregon ratemaking as outlined in the settlement.  In the spirit of that 20 

settlement, PacifiCorp proposed in my direct testimony that any variation in PTCs 21 

                                                           
112 Staff/1300, Gibbens/23. 
113 In the Matter of PacifiCorp, dba Pacific Power 2020 Transition Adjustment Mechanism, Docket No. UE 
356, Order No. 19-351 at Appendix A, 8-9 (Oct. 30, 2019). 
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would not be subject to annual true-up through 2025, if the deadbands, sharing bands, 1 

and earnings test are removed.  This is because at the time of the settlement the PTC 2 

true-up was subject to the deadbands, sharing bands, and earnings test in the PCAM, 3 

which based on PacifiCorp’s history of the PCAM, would have made it unlikely for 4 

any PTC variances to be passed through to customers. 5 

Q. Staff contends that, “because the PCAM or APCA will use these same P50 6 

forecasts in place of actuals for any true-up, forecasted load will perfectly match 7 

actual load until the Company is already using a new power cost model.”114  Is 8 

this accurate? 9 

A. No.  Actual NPC will continue to be affected by the actual wind generation and will 10 

be reflected in the APCA just as it would have been reflected in the PCAM.  11 

PacifiCorp is unsure what is meant by Staff’s contention that using P50 wind 12 

forecasts will ensure that “forecasted load will perfectly match actual load”.115  The 13 

value of the wind capacity factors and whether they are held constant has no effect on 14 

the inherent uncertainty associated with wind generation.  15 

The Shifting of Shareholder and Ratepayer Risk 16 

Q. CUB contends that “PacifiCorp is proposing to shift the economic risk 17 

associated with variations in net power costs from the very wealthy shareholders 18 

of Berkshire Hathaway to the very vulnerable, suffering families and businesses 19 

of Oregon.”116  Do you agree with these statements? 20 

A. No.  PacifiCorp’s and Berkshire Hathaway Energy’s commitment to our customers is 21 

                                                           
114 Staff/1300, Gibbens/35. 
115 Staff/1300, Gibbens/35. 
116 CUB/100, Jenks/37. 
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one of the core principles of our business.  PacifiCorp strives every day to maintain 1 

low rates for our residential customers.  However, PacifiCorp’s NPC are necessary 2 

expenses that are incurred to serve our customers.  PacifiCorp should not be forced to 3 

consistently under-recover prudently incurred expenses.  Additionally, as Mr. Graves 4 

addresses in both his direct and reply testimonies, it is a fallacy that the current 5 

structure of the PCAM somehow appropriately balances risk between shareholders 6 

and customers, rather than simply creating a mechanism that systematically under-7 

recovers prudently incurred expenses.  8 

Q. Under the proposed APCA does the Company still have an incentive to do 9 

 everything it can to minimize power costs for customers? 10 

A. Yes.  PacifiCorp does not operate its system to meet its ratemaking structures, rather 11 

PacifiCorp’s ratemaking structures are designed to reflect PacifiCorp’s actual 12 

operations.  PacifiCorp’s operates its system prudently to provide reliable, and least 13 

cost power to its customers, not to meet the structure of any NPC ratemaking 14 

mechanism in one of its six states.  15 

Additionally, only prudently incurred NPC would be subject to the true-up or 16 

a PCAM.  Parties would be able to thoroughly review all facets of NPC.  This is 17 

something the Company has familiarity with in each of its jurisdictions which all 18 

have more meaningful true-ups.  19 

Q. Can you provide some examples of what the Company would expect a prudence 20 

review of actual NPC to look like? 21 

A. Yes.  First, I would expect to work with parties to identify a list of filing 22 

requirements.  In other jurisdictions the filing requirements include items such as 23 
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generation logs, actual market prices, monthly and hourly market transactions, natural 1 

gas transactions, outage logs, and actual load detail.  Next, I would expect parties to 2 

review the market transactions to ensure compliance with the companies polices and 3 

the prudence of the transactions.  Admittedly, the amount of market transactions is 4 

very numerous so what the Company has encountered from other jurisdictions is that 5 

the transactions are sampled.  I would also expect parties to review plant outages.  In 6 

the past the Company has provided root cause analyses associated with thermal plant 7 

outages and as parties reviewed more discovery is frequently asked on various plant 8 

outages.  The accounting of NPC is frequently reviewed as part of actual NPC along 9 

with any new purchase power agreements.  In short, any NPC item would be open for 10 

review with its supporting documentation. 11 

Q. Are there any other jurisdictions where PacifiCorp files a combined NPC case 12 

like this? 13 

A. Yes.  PacifiCorp files an annual combined NPC case that includes a forecast and 14 

dollar-for-dollar true-up in California.  That state’s Energy Cost Adjustment Clause 15 

has functioned well and efficiently for many years.   16 

PacifiCorp’s NPC Modeling as Compared to Other Utilities 17 

Q. AWEC claims that “one would expect all utilities to experience a similar 18 

‘persistent’ under-recovery of power costs of which PacifiCorp complains 19 

because all utilities participate in the same markets and experience the same 20 

dynamics as PacifiCorp.”117  Is this an accurate statement? 21 

A. No.  The two utilities cited by AWEC, PGE, and Avista Corporation dba Avista 22 

                                                           
117 AWEC/100, Mullins/35. 
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Utilities (Avista), are very different than PacifiCorp and AWEC’s comparison is 1 

inapt.  2 

Q. Please explain the differences between PacifiCorp and PGE and Avista.  3 

A. PacifiCorp’s power supply system is fundamentally different than either PGE’s or 4 

Avista’s.  As shown in Table 8, below, PacifiCorp serves a peak load of 10,357 MW, 5 

as compared to PGE’s peak load of 3,456 MW and Avista’s peak load of 1,730 MW.  6 

Based on the most recent IRP filings from the three utilities, PacifiCorp relies on far 7 

more intermittent renewable resources than the other two utilities (33 percent for 8 

PacifiCorp, compared to eight percent for PGE and five percent for Avista).  On the 9 

other hand, PacifiCorp’s resource mix has less natural gas and hydro resources 10 

compared to the other two utilities (22 percent for PacifiCorp, compared to 68 percent 11 

for PGE and 86 percent for Avista).  These natural gas and hydro resources are 12 

flexible resources that are typically used to follow load changes and to manage the 13 

system uncertainty in daily operations.  In summary, PacifiCorp has a much larger 14 

and more diversified service territory, a higher concentration of intermittent 15 

resources, and less access to flexible, load-following resources.  All of these factors 16 

increase the challenges PacifiCorp faces in efficiently and prudently managing its 17 

system.  PacifiCorp has handled these operational challenges with diligence and 18 

creativity by, among other things, pioneering the EIM, acquiring a significant 19 

portfolio of high capacity wind projects, and dramatically reducing the minimum 20 

operating levels of its coal-fired resources.  While PacifiCorp has effectively 21 

managed the complexity of its actual system operations to customers’ benefit, the 22 
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TAM and the PCAM are unable to fairly and accurately capture these complexities in 1 

rates.  2 

Table 8 3 

 

IV. CHANGES TO THE NPC GUIDELINES 4 

A. Wheeling Revenues 5 

Q. CUB proposes that the TAM include the wheeling revenues earned by the 6 

Company through the provision of wholesale transmission service.118  Does the 7 

Company agree with this recommendation? 8 

A. No.  9 

Q. Please summarize the wheeling revenue proposal by CUB.  10 

A. CUB has proposed to remove the wheeling revenue and include it in the annual NPC 11 

forecast filing, arguing that wheeling revenue is a variable component and so it 12 

should be tracked in this mechanism.  13 

 

                                                           
118 CUB/100, Jenks/3-6. 

PacifiCorp PGE Avista
Peak Load (MW) 10357 3456 1730
Peaking Season Summer Peaking Winter Peaking Winter Peaking

Resource Mix % (2019 IRP) (2019 IRP) (2020 IRP)
Coal 31% 8% 9%

Natural Gas 18% 48% 36%
Hydro 4% 20% 50%

Wind & Solar 33% 8% 5%
Others 14% 16%

Notes:
1. Other resources include: non-renewable contracts, storages and demand-side resources
2. PacifiCorp - 2019 IRP Appendix A Table A.2 Forecasted Annual Coincident Peak Load (Megawatts) at Generation
     and Figure 8.45 Projected Capacity Mix with Preferred Portfolio Resources
3. Avista 2020 IRP - Table 3.6 Energy and Peak Forecast and Figure 4.1 2020 Avista Capability and Energy Fuel Mix
4. PGE 2019 IRP - Appendix G. Load Resource Balance Table G-1: PGE's estimated annual capacity need
5. Avista 2021 numbers are extrapolated from the year 2020. 

2021 Resource Mix Forecast
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Q. Is it appropriate to include wheeling revenues in NPC recovery?  1 

A. No.  Transmission revenues are how the Company recovers transmission costs from 2 

third-party users of the Company’s transmission system.  These revenues are included 3 

in base rates to offset the transmission costs in the revenue requirement calculation, 4 

allowing base rates to reflect net transmission costs.  This approach is consistent with 5 

the matching principle by matching the benefits (transmission revenues) and the costs 6 

(transmission investments, operations and maintenance costs, etc.) in the same filing. 7 

Q. What are wheeling costs and why are these included in the TAM?  8 

A. Wheeling costs are the expenses the Company pays when the Company uses third 9 

parties’ transmission systems.  When the Company needs to move energy to serve 10 

load and to keep the system balanced, the Company will sometimes need additional 11 

transmission capacity to do so.  The expense is defined as a variable cost and captured 12 

in Federal Energy Regulatory Commission (FERC) account 565, which is part of the 13 

definition of NPC.  The incurrence of this expense ties to the operational need and 14 

varies over time.  The TAM, as the annual filing to reflect various cost changes over 15 

time, includes wheeling costs.  16 

Q. How do you address CUB’s concerns about wheeling revenues since they are a 17 

variable component in the revenue requirement?  18 

A. In recent years wheeling revenues have been captured through a deferral account, 19 

which tracks the Oregon-allocated share of any differences between actual wheeling 20 

revenues and the estimated level included in base rates.  The wheeling revenue 21 

forecast in this case reflects the forecasted rate for 2021 based on the formula 22 
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approved by FERC in ER11-3643.119  The wheeling rate is updated every year based 1 

according to the FERC-approved formula.  During PacifiCorp’s previous two Oregon 2 

general rate cases, the Company was in the midst of a pending FERC rate case, 3 

meaning that it was unknown what rates FERC would ultimately approve and how 4 

those rates would impact wheeling revenues.  Going to the formula rate was a change 5 

for the Company and, with the uncertainty around what would be approved, it was 6 

difficult to estimate wheeling revenues for the purposes of a general rate case; as a 7 

result, the Company agreed to a deferral to track these costs.  In this case, the 8 

approved formula has been in place for many years and the Company is using this 9 

formula to calculate transmission rates and estimate wheeling revenues. 10 

Q. What other concerns does the Company have regarding this proposal?  11 

A. As explained above, wheeling revenues are an offset to the Company’s transmission 12 

assets, not wheeling expenses.  Without including the capital investment changes in 13 

base rates, it is a mismatch to include the change of wheeling revenues in an NPC 14 

forecast.  Additionally, wheeling revenues are not associated with the variable cost of 15 

serving load. 16 

Q. CUB pointed out that the Company’s wheeling revenues are included in the 17 

annual power cost proceeding in Utah.120  How do you respond? 18 

A. CUB failed to explain that the annual energy balancing account (EBA) proceeding in 19 

Utah is a 100 percent dollar-for-dollar power cost recovery mechanism.  Wheeling 20 

revenues in NPC along with a dollar-for-dollar recovery in the Utah EBA provide an 21 

                                                           
119 In re PacifiCorp, 143 FERC ¶ 61,162 (May 23, 2013) (letter order approving settlement agreement 
establishing formula rate). 
120 CUB/100, Jenks/6. 
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equal distribution between the Company and customers when sharing prudently 1 

incurred costs and revenues in the NPC.  In contrast, in Oregon, the proposal to 2 

include wheeling revenues in the NPC forecast could potentially further increase the 3 

magnitude of the chronic NPC under-recovery.  The differences between actual and 4 

forecasted wheeling revenues may not be appropriately recovered since this 5 

difference would be subject to the dead band, sharing band, and earnings test in the 6 

PCAM.  7 

Q. CUB has requested that PacifiCorp make the change to wheeling revenues in the 8 

TAM guidelines.  How do you respond? 9 

A. For the reasons stated above, PacifiCorp opposes the inclusion of wheeling revenues 10 

in any NPC forecast.  11 

B. Timing and Review of the APCA 12 

Q. Why did PacifiCorp propose adjusting and aligning the filing dates and creating 13 

a single power cost mechanism? 14 

A. As stated in my direct testimony, PacifiCorp based the adjusted filing date on the 15 

Commission’s order in the 2018 PCAM where the Commission stated, “we consider 16 

that integrating the PCAM testimony in PacifiCorp’s annual TAM filing may be 17 

useful by ensuring the most current information on actual power costs informs the 18 

TAM forecast.”121 19 

Q. Staff and AWEC raise concerns about PacifiCorp’s proposed timing of the 20 

APCA filing.  What is PacifiCorp’s response? 21 

A. PacifiCorp still feels there are compelling reasons to file a combined net power cost 22 

                                                           
121 In the Matter of PacifiCorp, dba Pacific Power’s 2018 Power Cost Adjustment Mechanism, Docket UE 361, 
Order No. 19-415 at 4 (Nov. 25, 2019). 
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case on May 15 to provide the Commission and parties with the best and most up-to-1 

date information.  However, PacifiCorp could also file a combined case on April 1, 2 

consistent with the current TAM schedule.  3 

C. Updating Coal Costs for Jim Bridger in the Reply Update 4 

Q. Why does the Company propose updating the Jim Bridger fuel costs in the 5 

Reply Update? 6 

A. The Company proposes to update the Jim Bridger fuel costs at the same time as it 7 

updates the forecasted generation volumes because the two values are related.  As 8 

background, the Jim Bridger plant forecasted fuel costs are comprised of coal costs 9 

from two suppliers: the Black Butte mine and the Bridger Coal Company (BCC) 10 

mine.  BCC is a joint venture that mines coal at the Bridger coal mine for delivery to 11 

the adjacent Jim Bridger plant.  PacifiCorp owns a two-thirds interest in BCC and the 12 

Jim Bridger plant, and Idaho Power Company owns a one-third interest in both.  The 13 

Black Butte mine is a third-party owned mine located near the Jim Bridger plant.  The 14 

cost for BCC is calculated from a mine plan that uses the forecast mine production 15 

volume and the corresponding forecast production price.  The Black Butte mine cost 16 

is calculated using the contract price and anticipated purchase volumes.  17 

In the Company’s initial filing, the Jim Bridger plant fuel price was set using 18 

the forecast generation volume derived from the GRID model.  However, if the 19 

forecast Jim Bridger generation quantity is revised, the BCC mine production 20 

volumes also typically change.  The BCC production cost is a factor of the production 21 

volumes, meaning that the two variables are correlated; when volumes go down, 22 

prices go up, and vice versa.  Because the mine production price is dependent upon 23 
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production volume, it is inconsistent to update one but not the other.  Changing the 1 

BCC volumes in the Reply Update without changing the price results in a mismatch.   2 

All third-party contracted coal costs are updated during the Reply Update with 3 

the most current pricing for variable priced contracts tied to price indices.  However, 4 

if updates are not permitted to BCC prices in the Reply Update, then the most 5 

accurate and current information for commodity and fuel prices would not be used in 6 

the forecast.  7 

Q. Both Staff and AWEC oppose this change in the APCA Guidelines, and Staff 8 

states updated BCC costs are particularly contentious costs that require 9 

thorough review.122  How do you respond to these concerns? 10 

A. The APCA, like the existing TAM, would include update costs in the Company’s 11 

Reply Update, and intervening parties have a chance to review those updated figures.  12 

The updates to BCC costs would be no different than other coal costs that are updated 13 

in the Reply Update.  All parties would be able to review and respond to any BCC 14 

pricing concerns in their testimony. 15 

D. AWEC’s Proposed Changes to NPC Guidelines 16 

Q. AWEC states that PacifiCorp is seeking to change the notice requirements for 17 

changes to the net power cost model, such that PacifiCorp will be required to 18 

provide pre-filing notice for only substantial changes.123  Is this an accurate 19 

statement? 20 

A. No.  The Company’s proposed change is a clerical edit that codifies the results of 21 

Order No. 09-432 into the APCA guidelines.  Order 09-432 clarifies the original 22 

                                                           
122 Staff/1300, Gibbens/6. 
123 AWEC/100, Mullins/38. 
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TAM guidelines and states that “[t]he Company will provide notice of substantial 1 

changes to the logical constructs, methodologies, or calculations used in the GRID 2 

model by March 1 of the year of a stand-alone TAM filing.”124  PacifiCorp is merely 3 

codifying into the guidelines what has been adopted by the Commission and been in 4 

practice for the past decade.  AWEC’s concerns regarding this change are unfounded.  5 

Q. AWEC also has concerns about PacifiCorp proposing modeling changes in 6 

stand-alone TAM filings.125 Are these concerns unfounded as well? 7 

A. Yes.  Again, AWEC fails to take into account Order 09-432, where the parties 8 

specifically stated that “[t]he Stipulating Parties agree to modify TAM Guidelines to 9 

permit Pacific Power to propose changes to the methodologies used to calculate the 10 

cost elements and other inputs to the GRID model in stand-alone TAM filings.”126  11 

PacifiCorp’s proposal in the APCA guidelines does not differ from the current 12 

practice in the TAM.  13 

  The goal of the TAM or APCA is to reflect the most accurate NPC forecast 14 

possible.  The rapidly changing conditions in the energy industry and the power 15 

markets require modeling flexibility to ensure forecast accuracy.  An extended NPC 16 

modeling moratorium is unreasonable in this context.   17 

Q. Does AWEC raise any concerns about the final update in the APCA Guidelines? 18 

A. Yes.  AWEC raises two concerns, the first of which addresses the Transition 19 

Adjustment Calculation: 20 

For the Transition Adjustment calculation, PacifiCorp proposes to 21 
modify the stipulation adopted in Order 08-543 “so that any 22 

                                                           
124 In the Matter of PacifiCorp dba Pacific Power 2010 Transition Adjustment Mechanism, Docket No. UE 207, 
Order No. 09-432 at 4 (Oct. 30, 2009). 
125 AWEC/100, Mullins/39. 
126 Order No. 09-432 at 4. 
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remaining monthly thermal generation that is backed down for 1 
assumed direct access load will be priced at the simple monthly 2 
average of the California-Oregon Border (COB) price, the Mid-3 
Columbia price, and the avoided cost of thermal generation as 4 
determined by GRID.”127 5 

The second concerns the rate design for Schedule 200: 6 

For the rate design, PacifiCorp proposes to modify the Schedule 200 7 
Supply Service rate design from an energy only $/kWh rate to a two-8 
part rate with a $1.00/billing kW demand charge and a $/kWh 9 
energy charge.128 10 

Q. Please address AWEC’s concern regarding the transition adjustment 11 

calculation. 12 

A. The Transition Adjustment Calculation change was codified in footnote 6 in Order 13 

No. 09-432.129  This was also a clerical edit that sought to codify past orders into the 14 

TAM guidelines.  15 

Q. Please address AWEC’s concern regarding the rate design for schedule 200. 16 

A. PacifiCorp inadvertently included this language as a clerical edit to incorporate Order 17 

No. 10-022.130  After reviewing AWEC’s testimony PacifiCorp realized that this 18 

language should not have been included in the APCA guidelines.  To be clear 19 

PacifiCorp is not proposing to allow rate design changes in the TAM or the proposed 20 

APCA.  Rate design changes should only be allowed in a GRC.  PacifiCorp supports 21 

the removal of this language from the APCA guidelines.  22 

                                                           
127 AWEC/100, Mullins/39-40. 
128 AWEC/100, Mullins/39-40. 
129 In the Matter of PacifiCorp dba Pacific Power 2010 Transition Adjustment Mechanism, Docket No. UE 207, 
Order No. 09-432 at 4-5 (Oct. 30, 2009). 
130 In the Matter of PacifiCorp dba Pacific Power, Request for a General Rate Revision, Docket No. UE 210, 
Order 10-022, Appendix B at 3 (Jan. 26, 2010). 
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Q. AWEC also recommends “maintaining the current requirement that a TAM 1 

filing be made concurrently with a GRC filing, should a GRC be filed.”131 Is 2 

AWEC’s recommendation actually consistent with the current requirement? 3 

A. No.  The current requirement under Order No. 13-474 is that, “[b]eginning January 1, 4 

2011, if the Company file’s a general rate case between January 1 and March 31, then 5 

the TAM will be filed the later of March 1 or the date of the general rate case 6 

filing.”132  In fact, PacifiCorp had to request permission for a one-time waiver to 7 

allow the 2021 TAM to be filed concurrently with this general rate case.133  8 

PacifiCorp’s intention in the APCA guidelines were to allow the flexibility to file the 9 

NPC forecast concurrently with a general rate case.  If PacifiCorp were to file a rate 10 

case in January, filing an NPC forecast case that early in the year may preclude the 11 

use of certain updated information.  As recent events have shown, greater flexibility 12 

and communication with parties is a better solution than overly proscriptive 13 

guidelines.  14 

Q. AWEC proposes that PacifiCorp should be required to file all workpapers for 15 

the NPC forecast concurrently with the initial filing.134  How do you respond? 16 

A. Providing all workpapers for the NPC forecast concurrently with the initial filing will 17 

be overly burdensome and difficult to manage under the existing tight timeline.  In 18 

the current pending TAM, the Company has provided 12 spreadsheet workpapers and 19 

one GRID project in the concurrent filing; 52 spreadsheet workpapers and one zip 20 

                                                           
131 AWEC/100, Mullins/41. 
132 See In the Matter of PacifiCorp dba Pacific Power, Request for a General Rate Revision, Docket No. UE 
263, Order No. 13-474 at 6 (Dec. 18, 2013). 
133 AWEC/100, Mullins/41. 
134 AWEC/100, Mullins/41. 
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format which also included 18 spreadsheet workpapers in the five-day workpaper 1 

submission; and seven spreadsheet workpapers and one GRID project in the 15-day 2 

workpaper submission.  In the 15-day workpapers, the Company provided four NPC 3 

sample calculations for schedule 294.  These sample calculations depend on the 4 

completion of the baseline NPC in the concurrent filing.  The workload associated 5 

with the TAM workpapers and GRID studies make the concurrent submission of all 6 

workpapers nearly impossible to meet the deadline.  In Order No. 09-274 Attachment 7 

B, the Commission explicitly defined the scope of the workpapers to be submitted in 8 

each batch.  The Company has complied with the timeline since that time and has not 9 

previously received any criticisms by parties until AWEC’s request in this filing.  10 

Q. AWEC additionally proposes that “all testimony and workpapers should be 11 

posted to Huddle or emailed via encrypted zip.”135  How do you respond? 12 

A. Many of the workpapers are too large to be emailed.  PacifiCorp is amenable to 13 

posting these workpapers to Huddle.  However, Huddle is maintained by the 14 

Commission and PacifiCorp would defer to the Commission’s preferences with 15 

regards to using Huddle for NPC forecast workpapers.  16 

E. Calpine Solutions’ Proposed Change to APCA guidelines 17 

Q. Calpine Solutions proposes that any NPC guidelines include a requirement for 18 

the Company “to provide a sample calculation of Schedule 296 as applicable to 19 

customers currently served under rate schedules 30-Secondary and 48-20 

Primary.”136 Is this change acceptable to the company? 21 

A. Yes.  Calpine Solution’s proposal is a reasonable request and PacifiCorp would 22 

                                                           
135 Id. 
136 Calpine Solutions/100, Higgins/6. 
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accept this change to any NPC guidelines as long PacifiCorp is able produce the 1 

sample calculation no later than 30 days after the initial filing.  2 

Q. Does this conclude your reply testimony? 3 

A. Yes. 4 




