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I. INTRODUCTION

Please state your name and business address.
My name is David C. Gomez. My business address is 621 Woodland Square Loop

SE, Lacey, WA 98503. My business email address is dave.gomez@utc.wa.gov.

By whom are you employed and in what capacity?

I am employed by the Washington Utilities and Transportation Commission
(Commission) as a Senior Regulatory Analyst in the Regulatory Services Division. |
attained this position in August of 2025. Prior to this assignment at the Commission,
I was the Assistant Power Supply Manager in the Energy Section of the Regulatory

Services Division for ten years (2012-2022).

How long have you been employed by the Commission?

I have been with the Commission for 16 years.

Please state your educational and professional background.
I hold a Bachelor of Arts degree in Business from Hamline University and a Master
of Business Administration from the University of Saint Thomas; both universities
are located in Saint Paul, Minnesota.

Before joining the Commission, my relevant professional experience
consisted of 28 years in a variety of fields, including management, contracting,

supply chain, procurement, operations, and engineering.
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What are your duties and experience with the Commission?

I perform accounting and financial analysis of regulated utility companies, as well as
legislative and policy analysis. I presented testimony on behalf of Commission Staff
in Docket UE-121373, regarding the Coal Transition Power Purchase Agreement
between Puget Sound Energy (PSE) and TransAlta Centralia Generation LLC;
Dockets UE-130043, UE-140762 and UE-191024 Pacific Power & Light’s (Pacific)
2013, 2014 and 2019 general rate cases (GRC); PSE’s 2013, 2014, 2016 and 2020
Power Cost Only Rate Cases (PCORC) as well as their 2017 GRC; and Dockets UE-
140188, UE-150204, UE-160228, UE-170485 and UE-190334, Avista Corporation’s
(Avista or Company) GRCs. I also provided testimony on power supply issues in
PSE’s 2019 GRC, Docket UE-190529; Staff’s investigation regarding the prudency
of Colstrip Unit 3 & 4’s 2018 outage and replacement power costs in Docket UE-
190882; PSE’s application for an Order authorizing the sale of its interests in
Colstrip Unit 4 in Docket UE-200115; and most recently, UE-250537, PSE’s tariff
revision to amend its Schedule 95 Power Cost Adjustment Clause (PCAM), to
eliminate the dead band and sharing bands from the calculation of the annual PCAM
imbalance for sharing. Additionally, I have provided Staff’s recommendations to the
Commission at numerous open meetings and worked on various Commission

rulemakings.
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II. SCOPE AND SUMMARY OF TESTIMONY

What is the scope and purpose of your testimony?

I address the Company’s level of pro forma power costs for Rate Years 1 and 2 (RY1
and RY?2) presented by witness Clint Kalich (Kalich). Additionally, I respond to
Avista witnesses David Howell’s (Howell) and Kevin Holland’s (Holland)
testimonies regarding Generation Capital Projects and proposed changes to the

Energy Recovery Mechanism (ERM) mechanism.

Please summarize your testimony.

My testimony evaluates the modifications to the power cost modeling assumptions
embedded in the Company’s level of power costs contained in its initial filing.! As
stated by Kalich, these modifications were developed through a series of five
workshops initiated as a result of Corrected Final Order No. 08 in Dockets UE-
240006 and UG-240007 (consolidated).? As a result of my examination, I
recommend changes to two of the Company’s modifications (Proposals 2 and 6) and
rejection of one (Proposal 10).

In addition, I recommend the Commission reject the Company’s proposed
modifications to the ERM’s Retail Revenue Credit (RRC) and the annual clearing of
ERM deferral balances.

Regarding the annual power cost updates during the pendency of the rate

plan, I support the Company’s recommendation. However, instead of the update

! Kalich, Exhs. CGK-6 RY1 and CGK-6 RY?2.
2 Kalich, Exh. CGK-1T at 2:8-9.

TESTIMONY OF DAVID C. GOMEZ Exh. DCG-1CT
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occurring sixty days prior to the rate effective date as proposed by the Company, I
advocate for the RY 1 update to occur immediately after a final order has been issued
in this case and, for RY2, the update to be filed three weeks prior to the rate effective
date (January 1, 2028).

I also propose that the power cost update in RY2 includes the resetting of the
test-year weather normalized retail sales assumption and corresponding test-year
weather normalized native load to address inter-rate year load growth as opposed to
the adoption of the Company’s Load Growth Adjustment (Proposal 10). I
recommend that this practice be adopted for any future Multi-Year Rate Plan as a
practical and fair way to account for load growth rather than relying on forecasts.

On a Washington allocated basis, the Company’s level of net power costs in
its prefiled direct testimony is $162.1 million for RY1 and $171.5 million for RY2.
My adjustments increase power costs by $4.6 million for RY1 ($166.7 million) and
reduces power costs by $6.6 million ($164.9 million) in RY2.?

In addition to power costs, my testimony also evaluates the direct testimony
of Avista witness David Howell (Howell) who presents the Company’s level of
planned investments in its generating facilities for each year of its proposed four-

year rate plan (2027-2030, hereafter RYs 1-4).*

3 Kalich, Exh. CGK-1T at 35:17 through 36:4. These amounts do not include transmission revenues which
offset power costs for each year (RY'1 and RY2). Staff’s adjustments are based on 30-day average gas forward
market prices from January 27, to February 25, 2026.

4 The scope of my examination is limited to the four-year rate plan (RY1-4) as the July 1, 2025, through
December 31, 2026, amounts included in Howell’s testimony are addressed in the true up filings for
provisional capital from Avista’s last GRC UE-240006/240007.
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Do you support a rate year 3 and 4 in this case?

No, I do not. The assumptions and approach for calculating pro forma power costs
for Avista will change significantly as a result of the Company joining a Day-Ahead
Market (DAM). According to Avista, this is to occur in 2028.> 6 At present, the
Company has yet to make a decision on whether it will join either California
Independent System Operator (CAISO’s) Extended Day-Ahead Market (EDAM) or
Southwest Power Pool’s (SPP) Markets+. Avista’s decision on which DAM it will
join and when will determine the specific timeline required to begin operations. The
modifications required to arrive at net power costs post-DAM entry will be better
known 1in time for the Company to file a new multi-year rate case in 2028 (for a

potential January 1, 2029, effective date).

IIL. PRO FORMA POWER COSTS

A. Modeling Changes Adopted by the Company in this Case

Q. The pre-filed direct testimony of Avista witness Clint Kalich begins with a summary
of the context behind the various modeling changes adopted by the Company in this
case. Do you agree with this summary?

A. Yes. After failing to convince the Commission to implement its forecast error

adjustment in its 2024 GRC, the Commission ordered the Company to convene a

3 Holland, Exh. KMH-1T at 13:4-14.

6 Gomez, Exh. DCG-4; KMH-3C, Section 1.7 Implementation Schedule. For EDAM, it is 18-months from
when the Company signs its Implementation Agreement to Go-Live. For Markets+, it will likely be at the same
time. Bonneville Power Administration (BPA), Grant County Public Utility District, and Tacoma Power will
begin market operations.- 2028 (Wave 2).

TESTIMONY OF DAVID C. GOMEZ Exh. DCG-1CT
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series of workshops “with interested parties to address modeling inputs, power
supply modeling methodology, use of AURORA, and a changing energy

landscape.”’

Q. In addition to rejecting Avista’s proposed forecast error adjustment, the
Commission also declined to make changes to the ERM until the conclusion of
the 2025 power supply workshops. Based on your review of the power cost
issues in this case, are changes to the ERM warranted?

A. No. The mechanics of the power cost mechanisms are not the problem. The presence
of large ERM deferral balances for Avista are primarily the result of failure to timely
refresh the underlying assumptions in the baseline. As such, changes to the ERM are

not necessary at this time.

Q. What does Kalich say in his testimony introduction regarding the forecast error
adjustment and ERM projected variances for 2025 and 2026?

A. Kalich’s testimony seems to imply that the Commission erred in its decision to reject
Avista’s proposed forecast error adjustment as is evidenced by the large actual

(2025) and forecasted (2026) ERM deferral balances.®

" Wash. Utils. and Transp. Comm’n v. Avista Corp., Dockets UE-240006 & UE-240007 (Consolidated), Order
08 at 861 (Dec. 20, 2024).
8 Kalich, Exh. CGK-1T at 9:6 to 10:10.

TESTIMONY OF DAVID C. GOMEZ Exh. DCG-1CT
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Q. Do you agree that not adopting the forecast error adjustment was the root cause

of ERM variances for 2025 and 2026 deferral years as implied by Kalich?

A. No at all. At present, Staff is reviewing ERM deferrals for 2025 in Docket UE-

260215.° I have included as an Exhibit in this case, the pre-filed direct testimony of
Avista witness Kevin Holland (Holland) who discusses the principal contributor to
actual and projected ERM variances for 2025 and 2026.!° Holland’s testimony in that
docket states:
“Authorized power supply expenses established in the 2024 Washington GRC
were based on materially higher market prices, resulting in a significant
deviation from actual prices throughout 2025. The impact of lower market
prices not only caused a larger variance to occur within net sales (purchases and

sales, collectively), but it also impacted the Company’s strategy for optimizing
its generation resources.”!!

In the 2024 GRC, prices embedded in the ERM baseline for 2025 and 2026
were established using the 90-day average of forward market prices for power
ending July 15, 2024.'2 Holland’s Table No. 3 shows the progression of forward
prices for 2025 from the July 15, 2024, update with Table No. 4 comparing actual
Mid-C prices with those embedded in the baseline.'? Ultimately, the large ERM
variances (actual and projected) for 2025 and 2026 were the result of not updating
the market price assumption (both gas and electric market prices) just prior to the
rate effective date in each year of the rate plan (January 1, 2025 and 2026). This

resulted in a grossly overstated contribution from wholesale sales embedded in the

° Docket UE-260215 - Avista’s Annual Energy Recovery Mechanism (ERM) Review for calendar year 2025.
10 Gomez, Exh. DCG-3.

' Gomez, Exh. DCG-3, Holland at 19:13-17.

12 Gomez, Exh. DCG-3, Holland at 19, n.5.

13 Gomez, Exh. DCG-3, Holland at 20:5-12 (Table No. 3) and 21:1-10 (Table No. 4).

TESTIMONY OF DAVID C. GOMEZ Exh. DCG-1CT
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baseline for 2025 and 2026. This is the actual root cause of the large deferrals in

those years.!

Q. Avista is not proposing a forecast error adjustment in this case. Why is this fact
important for your analysis of power costs?

A. The fact that Avista is not proposing a forecast error adjustment in this case
reinforces my recommendation to the Commission regarding the timing of the final
update for power costs. That update should occur after a final order has been issued
and just prior to the rate effective date. Updating power costs just prior to the rate
effective date for any subsequent rate year in a multi-year rate plan is a key principle
in the successful operation of power cost mechanisms.!* This will allow embedded

rates to more closely reflect actual circumstances.

Q. There were a total of nine proposed changes to power cost modeling that were
reviewed by participants in the 2025 power supply workshops. Does Avista
present all of these changes in this case?

A. No. Out of the nine proposed changes, Avista only used six of these changes and
added a new one; Proposal 10 — Pro Forma Load Adjustment. The seven changes
are:

e Proposal 1: Natural gas prices based on a 30-calendar day average.

14 From January 1, 2025, through December 31, 2025, the Company’s actual NPC was $77,827,861 greater
than the authorized ERM baseline. The two greatest contributors to this variance (85 percent) are load (18
aMW higher than authorized - $6.4 million) and wholesale sales ($59.9 million below authorized).

15 Gomez, Exh. DCG-5 at 7:16 to 8:8. In Wash. Utils. and Transp. Comm 'n v. Puget Sound Energy, Docket
UE-250537, 1 sponsored Exhibit DCG-1T whereby I identified three significant causes of 2019-2024 PCAM
variances for PSE. One of these was failure to timely refresh the underlying assumptions in the baseline.

TESTIMONY OF DAVID C. GOMEZ Exh. DCG-1CT
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e Proposal 2: Mid-C prices set using three-year averages of monthly IMHR.

e Proposal 3: Use Aurora’s two-step power modeling for intra-hour impacts.

e Proposal 4: Shift to a rolling 30-year median hydro generation by basin.

e Proposal 6: Major plant maintenance/upgrades in Aurora modeling.

e Proposal 7: CAISO EIM non-energy charges flow through ERM based on
five-year averages.

e Proposal 10: Pro Forma Load Adjustment

Q. What is the impact to the Company’s rate year power costs associated with the
adopted modeling changes?

A. As shown in Table 1 below, the Company’s proposed modeling changes increase
power costs for RY 1 by _ million and for RY?2 by _ million on a system
basis. I note that these amounts are different than what is contained in Table No. 5 of
witness Kalich’s prefiled direct testimony.!® In response to Staff discovery, Avista
provided individual rate year impacts for its proposed modeling changes as well as
correcting amounts for Proposal 2.7

Table 1 - RY Power Cost Impacts due to Modeling Changes (Confidential)

Company Modeling Adjustments (in Millions $)

System
RY1 RY2
Proposal No. Impact Impact
Proposal 4: 30 Year Hydro _

Proposal 10: Pro Forma Load __

Proposal 2: Mid-C 3-yr Avg. IMHR | :
Total | i

16 Kalich, Exh. CGK-1T at 12:12-15.
17 Gomez, Exh. DCG-2C.
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Q. Is Staff independently tracking current forward prices for power and gas in this
case?
A. Yes. Given that one of the adopted modeling changes (Proposal 2) involves deriving

power market prices based on the historical implied market heat rate for Avista’s gas
plants, the gas market price assumption is key in arriving at a reasonable baseline, in
particular, Account 547 — Natural Gas Fuel and Account 447 — Sale for Resale. As of
May 20, 2026, the 30-day average of forward gas market prices are 20 percent lower

than the as-filed.'® 1°

Q. Do lower forward market prices for power and gas always result in a lower
ERM baseline?

A. No. It certainly reduces the total expense portion of the ERM baseline but, as Avista
is long on power, the impact of lower market prices greatly affects the contribution

of wholesale sales to the baseline which can increase proforma net power costs.

B. Staff’s Adjustments to Net Power Costs

Q. Earlier in your testimony you state that you are contesting three out of the
seven modeling changes proposed by the Company in this case. Please identify
which three modeling changes you contest.

A. I am proposing modifications to Proposals 2 and 6 and rejection of Proposal 10.

18 Kalich, Exh. CGK-1T at 12:22 to 13:2. The as-filed 30-day average of forward gas market prices are from
July 17 through August 15, 2025.
19 Gomez, Exh. DCG-13.
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What modifications are you recommending for Proposal 2?

Avista uses a three-year average of Implied Market Heat Rates to calculate power
market prices to use in the AURORA model to develop the pro forma ERM baseline
for RY1 and 2. I recommend using a five-year average of IHMR instead. The
Company’s three-year average (2022-2024), coupled with the stale gas market price
forecast in the as-filed, results in a higher power market price assumption. This
higher power market price assumption overstates the power cost expense as well as
the contribution of wholesale sales for both RY'1 and 2. Two of the three years
selected by Avista, 2022 and 2023, include periods of high prices for both power and
gas. Adding two more years to the average normalizes these outlier periods. As aptly
stated by Kalich in his pre-filed direct testimony, the use of five-year averages for

data sets (when available) is the standard practice agreed to in the 2020 power cost

0

collaborative.”

Q. Did you evaluate the impact to RY1 and 2 power costs of using a five-year
IHMR average?

A. Yes. In discovery, I asked the Company to recalculate power costs for both rate years

using a five-year IHMR average and updating the 30-calendar day average gas price
assumption (Proposal 1) from the as-filed (July 17 through August 15, 2025) to
January 27 through February 25, 2026.2! On a Washington allocated basis, total
expense was reduced by $- million for RY'1 and _ million for RY2. However,

total revenue (wholesale sales) was also reduced by $- million for RY1 and _

20 Kalich, Exh. CGK-1T at 21:17 to 22:2.
21 Gomez. Exh. DCG-6C.
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million for RY2. The net impact is an increase from the as-filed pro forma net power

costs of _ million for RY1 and ‘ million for RY2.

Q. What has been the trajectory of the 30-calendar day average of forward gas
market prices for Malin since your discovery request?
A. Forward gas market prices for Malin have declined an additional six percent since

the data request period.?

What modification are you recommending for Proposal 6?

I support the concept of reflecting in the AURORA model major maintenance and
upgrade outages at the Company’s plants of greater than six months during the pro
forma period. For RY1 and 2 (August through December), Avista has reduced
generation at its Long Lake Dam by 22 MWs in the Aurora model to reflect the
outage and refurbishment of two of the four units at that facility (Unit 1 in RY1 and
Unit 2 in RY2).2> However, in response to discovery the Company informed Staff
that Unit 1 is out of service and will remain so through December 2028 while it
undergoes its refurbishment. Unit 2 1s scheduled to begin its refurbishment in
January of 2029 and will be out of service through December 2030. The Company
has agreed to update the output of the Long Lake Dam in the AURORA model for
RY1 to reflect the current status of Unit 1 when it updates its power costs in

compliance to the final order in this case as well as when it updates power costs for

2 Gomez. Exh. DCG-13.
2 Kalich, Exh. CGK-1T 17:23 to 18:6.
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RY?2. The impact of the additional six-month outage in 2027 is an increase of

approximately $3 million on system basis, $2 million Washington electric.?*

Please explain your recommendation regarding Avista’s Proposal 10?
I recommend that the Commission reject Avista’s Proposal 10 (Load Growth
Adjustment). Proposal 10 inappropriately introduces to the ERM a higher retail load
forecast in place of the test-year weather normalized load assumption based on
actuals. The proposal essentially shifts risk away from Avista. Any positive load
variance returned to customers resulting from an overestimate of retail load in the
baseline must first pass through the sharing bands, whereby the Company retains a
portion of the credit which would otherwise be owed to customers.

Avista’s Load Growth adjustment increases system net power costs for both

RY1 and 2 by almost $25 million.

How does the Company propose the Load Growth adjustment to work in the
ERM?

First, the Company starts with its retail sales forecast for the rate year multiplied by
the power market price assumption embedded in the ERM baseline. Second, it takes
the difference between its retail sales forecast and the test-year weather normalized
load assumption and multiplies that by the RRC rate. Third, the Company nets the
calculations from the first two steps to arrive at its Load Growth adjustment baseline

and records the amount in Account 555 — Purchased Power for RY1 and 2. During

24 Gomez, Exh. DCG-11.
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the ERM deferral year, Avista would calculate the RRC as usual (positive or
negative load variance in MWh multiplied by the RRC rate). It would then net the

RRC from its Load Growth adjustment actuals in Account 555.

Why was the RRC rate created?

The RRC rate (also referred to as the Production Rate) is pro forma net power costs
divided by the test year normalized retail sales assumption ($/MWh). During the
ERM deferral year, load variance from the test year normalized retail sales
assumption occurs for two reasons: (1) an increase or decrease in the number of
customers or (2) an increase or decrease in use-per-customer (primarily caused by
weather). The RRC calculation therefore represents incremental revenue recovered
or under-recovered by Avista in rates as a result of load variance. This calculation is
necessary to first recognize and remove the revenue effects of load variance prior to
the calculation of the monthly ERM deferral. The remaining or net variance, after the
calculation of the RRC, accounts for the differences in baseline power production
costs from actuals. Differences in baseline power production costs from actuals (net
of RRC) are, in part, driven by load variance. However, the difference between
actual power and gas market prices from those embedded in the baseline are a larger

contributor to ERM deferral balances than load variance.?’

2 Wash. Utils. and Transp. Comm’n v. Avista Corp., Docket No. UE-011595, Fifth Supplemental Order:
Rejecting Tariff Filing; Approving and Adopting Settlement Stipulation; Authorizing and Requiring
Compliance Filing (June 18, 2002) at 15:37.
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Q. You mentioned earlier that the Company, through its Load Growth
Adjustment, is attempting to supplant its pro forma test year normalized retail
load assumption in the ERM with a load forecast. What have you learned about
this load forecast?

A. While Kalich’s testimony makes no mention of the load forecast underpinning
Proposal 10, in discovery the Company identified its Fall 2025 Energy Forecast as
the vintage and source of its RY 1 and 2 retail load estimate for its proposed Load
Growth adjustment.?®

On March 16, 2026, Avista held its sixth Technical Advisory Committee
(TAC) for its 2027 Electric and Natural Gas Integrated Resource Plans. That meeting
included a presentation by the Company’s Chief Economist, Dr. Grant Forsyth (Dr.
Forsyth) titled: “2027 IRP: Economic Conditions and Preliminary Medium-Term
Forecast.” Slide 15 of that presentation includes a graph showing retail loads since
2012 for both Washington and Idaho and a 2026-2030 forecast of retail load for both
jurisdictions.?’ In response to discovery, Avista identified the source of Dr. Forsyth’s
retail load forecast as the _.28 Additionally, the Company
provided the data behind Dr. Forsyth’s retail load forecast which allows for a direct
comparison with the retail load forecast in Proposal 10. Table No. 2 below

summarizes these differences.?’

26 Gomez, Exh. DCG-7.

27 Gomez, Exh. DCG-8.

28 Gomez, Exh. DCG-9C.
2 Gomez, Exh. DCG-10C.
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Table 2 TY Retail Load vs. Forecasts

MWs Difference from TY
WA Allocated Retail
Sales Ty Prop.10 Forsyth | Prop.10  Forsyth

2027 667 682 - 15 |

2028 665 690 B 25 1

Q. What do you see as the takeaway from relying on a load forecast to set the ERM
baseline versus the current practice of using TY normalized retail load?

A. In the span of six months, Avista’s retail load forecast for the Washington
jurisdiction in RY 1 and 2 went from a projected 2 percent annual growth in load to 1
percent. Given this difference, Proposal 10, based on the Fall 2025 Energy Forecast,
adds an additional $12 million to system baseline power costs over the forecast relied
on by Dr. Forsyth in his presentation to the TAC. In fact, the March 16, 2026, TAC
meeting includes a slide in the presentation from Dr. John Lyons, Senior Resource
Policy Analyst for Avista, advising TAC members of a large load (35 MWs5s) leaving
the system in 2026 and another large load customer entering the system at some
future point, size unknown.?! These unknown, or unaccounted for, impacts cast
further doubt on relying on the Company’s load forecasts for the purposes of setting
the ERM baseline. Relying on a retail load forecast over test year weather
normalized actuals 1s an unsound strategy to address load variance in the ERM.

However, in my opinion, there is a better way to account for load variance
across rate years in a Multi-Year Rate Plan (MYRP). With the advent of MYRPs, the

ERM mechanism continues to rely on a static test year weather normalized retail

30 The amounts for RY1 and 2 vary due to 2028 being a leap year with an additional 24 hours (8784 vs. 8760).
31 Gomez, Exh. DCG-8, Lyons Slide 5.
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load assumption across all rate years. The simple solution I recommend would be to
update the test year weather normalized retail load assumption at the same time
power costs are updated annually in the rate plan. In that way, the controversy
associated with using load forecasts to set the ERM baseline is removed from the

discussion in favor of updated weather normalized actuals.*?

Are there any other adjustments to the ERM baseline you are recommending?
Yes. My colleague, Joshua Dennis, is proposing reductions in the estimated amounts
associated with Demand Response RFP contracts in Account 555 included in the as-

filed baseline. The total reduction to FERC Account 555 for RY1 is_ and

rY2 is ||

Please summarize your adjustments to Avista’s as-filed power costs.
Embedded in the amounts in Table 3 below are the impacts associated with my

modification to Proposal 2.

32 Test year weather normalized retail load assumption is also used to set billing determinants. My colleague
Ziad Lien discusses Staff’s proposal to also update billing determinants at the same time power costs are
updated using a refreshed test year weather normalized retail load assumption to ensure an equitable
distribution of power costs to those customer classes driving load growth (cost causation).
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Table 3 Staff Adjustment to Pro Forma Net Power Costs
Staff's Total NPE Adjustments
Pro Forma (WA Allocated)

(thousands) Company Staff
RY1 As- RY2 As-
filed filed Staff RY1 | Staff RY2

Total Expense $276,121 $279,805 $254,311 $259,545

Remove Load Growth

Adjustment -$7,139 -$9,455

Demand Response RFP

Adjustment -$1,148 -$1,329

Extended Long Lake

Outage $2,000 $0
Restated Total Expense $248,024 $248,761
Total Revenue ($113,967) | (5108,306) [ ($81,288) | ($82,873)
Net Expense $162,154 $171,499 $166,736 $164,888
Delta from As-filed $4,582 (36,611)

C. Power Cost Updates
Q. Earlier in your testimony you voiced your support for annual updates to power

costs for RY1 and 2. Do you have anything to add to what you have already

discussed?

A. Yes. My recommendation regarding the timing of the update for RY'1 (after a final

order has been issued in the case and just prior to the rate effective date) ensures that
any contested issues impacting power costs have been ruled on by the Commission
and incorporated into the update. This update would be made as a compliance filing.
The update for RY2 (three weeks prior to the rate effective date) would preclude the
Company from making any methodological changes not included in the

Commission’s final order.
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Q. The prefiled direct testimony of Kalich specifies the data to be refreshed in each
update.’’ Do you agree?
A. Yes, except for updates stemming from the 2025 RFP process. The resulting

executed contracts from the 2025 RFP are applicable to RY1 in this case only.

D. Avista’s Proposed Changes to the ERM

Q. The Company proposes two changes to the ERM mechanism: its Retail Sales
Shaping adjustment and the annual clearing of ERM deferral balances. Do you
agree with these proposals?

A. No. The Company’s piecemeal proposals to modify the ERM (both its shaping

adjustment and elimination of the deferral trigger) should be rejected.

What is the Retail Sales Shaping adjustment?

The Retail Sales Shaping adjustment uses the monthly percentage of the annual test
year weather normalized retail load assumption to shape the level of the monthly
Adjusted Authorized (ERM baseline). The modified monthly Adjusted Authorized is
then used to calculate the monthly deferral in the ERM. According to the Company,
the Retail Sales Shaping adjustment better matches power supply expense with the
recovery of costs “for quarterly financial reporting purposes only and has no impact

on annual system or Washington share of net power supply expenses, or the ERM.”3*

3 Kalich, Exh. CGK-1T at 34:21 to 35:2.
34 Kalich, Exh. CGK-1T at 36:15-19.
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Q. Do you agree that the Retail Sales Shaping adjustment has no impact on
ratepayers?

A. No. While Kalich correctly observes that there is no impact to ratepayers on the
amount of the annual ERM deferral resulting from this adjustment, there is certainly
an impact on the annual amount of interest applied to monthly imbalances. Staff
applied the proposed Retail Sales Shaping adjustment to ERM deferral balances for
2023 and 2024 and found that it increased the amount of monthly interest applied to

ERM deferral balances by an average of 17 percent.®

Q. Do you think that it is equitable for ratepayers to pay more in interest on ERM
surcharge deferral balances for the sole purpose of improving Avista’s
quarterly financial reporting?

A. No, because it conveys a burden to ratepayers with no corresponding benefit.

Please explain why you oppose annual clearing of ERM deferral balances?

The original intent of power cost mechanism deferral triggers was to preserve year
over year ERM deferral balances with credits and surcharges offsetting each other
over time thereby avoiding the need for annual rate changes (rate stability). Once the
ERM deferral trigger threshold has been met, the Commission has applied its

discretion in setting the amortization period for the Company’s recovery or refund of

35 Both the 2023 and 2024 ERM deferral year resulted in surcharge balances. The increase in interest resulting
from the proposed adjustment benefits the Company when the ERM deferral is in the surcharge direction.
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accumulated ERM deferral balances.*® The Company’s proposal removes this
discretion. For example, retaining a credit balance in one year rather than refunding
it can be used to pay down surcharge balances accrued from previous and subsequent
years thus avoiding impacting ratepayer’s bills altogether. Besides offsetting
surcharge deferral balances, credit deferral balances have been applied in the past to
offset rate increases and other cost impacts to ratepayers that otherwise would not
have been possible if these balances were annually cleared.’” Retained ERM deferral
balances and rate triggers are key rate stability tools of our power cost mechanisms

and should be preserved.

Q. Is it necessary to address the issue of annual clearing of ERM deferral balances
at this time?

A. No. As witnesses Holland accurately observes, the issue of annual clearing of ERM
deferral balances is largely moot given the ERM surcharge deferral balances that
have already accrued through 2025 as well as additional surcharge balances likely
for 2026.%® As such, there is no need to take up this issue at this time particularly

since the Commission has yet to rule on PSE’s proposed modifications to its power

36 Gomez, Exh. DCG-12. In the 2025 ERM Annual Review, Docket UE-260215, Avista proposes a 12-month
amortization of $89.6 million in accumulated ERM deferrals with an average monthly residential customer bill
increase of 7.1 percent as opposed to Staff’s proposed 24-month amortization which results in an increase of
only 1.6 percent.

37 Wash. Utils. and Transp. Comm ’n v. Avista Corp., Docket Nos. UE-190334, UG-190335, and UE-190222
(Consolidated), Order 09 at 134 (March 25, 2020). The Commission ordered the Company to modify its 24-
month rebate to customers of $42.4 million in ERM credit deferrals to offset revenue requirement increases
during the COVID Pandemic.

38 Holland, Exh. KMH-1T at 26:6-9.
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cost mechanism in its recently filed GRC.* This issue will be ripe for consideration

when Avista files its next GRC.

IV. GENERATION CAPITAL PROJECTS

Q. What is the overall level of Generation Capital Projects being proposed by
Avista for RY1-4?

A. The Company proposes to include twenty-one projects with transfer to plant amounts
of $47.5 million for RY1, $63.9 million for RY2, $220.0 million for RY3 and $219.4
million for RY4 ($358.9 million). The bulk of these projects over the four-year rate
plan (73 percent or $261.5 million) are earmarked for several of the Company’s

hydro developments.*

Q. Do you support the inclusion of these twenty-one projects as provisional
capital?
A. Yes. These bulk of these projects involve ongoing maintenance and major upgrade to

important non-emitting resources that play an important role in the Company’s

system.

3 Holland, Exh. KMH-1T at 23:9-16. Avista seems to imply that it is contemplating further proposals
regarding fundamental changes to the ERM pending a decision on PSE’s proposed PCA mechanism
modifications. As PSE’s original petition on this matter in UE-250537 was rejected, it is now before the
Commission as part of PSE’s 2026 GRC and will not be decided in time for Avista or other parties to address
this issue in this case.

40 Earlier in my testimony I discussed the Long Lake Plant Upgrade and the outage of Unit 1°s impact to RY 1
power costs. In addition to the Long Lake Plant Upgrade are the stability projects for Long Lake and Post Falls
North Channel spillways which are driven by Federal Energy Regulatory Commission (FERC) Dam Safety
requirements and unit upgrades at Noxon Rapids.
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Q. Does this conclude your testimony?
Yes.
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