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I. INTRODUCTION

What is the purpose of your cross-answer testimony?
My cross-answering testimony response to the response testimony of AWEC witness
Bradley G. Mullins in Exhibit BGM-1T and Public Counsel witness Robert L. Earle

in Exhibit RLE-1CT regarding non-NPC costs.

Have you prepared exhibits in support of your testimony?
No. I do not support additional exhibits beyond this testimony and those already in

the record.

II. SCOPE AND SUMMARY OF TESTIMONY

What is the purpose and scope of your testimony?
The purpose of my testimony is to respond to the recommendations and proposals in
AWEC witness Brad Mullins’s and Public Counsel witness Robert Earle’s response

testimonies.

Please summarize your recommendations.
The Commission should reserve non-NPC costs for the Company’s next General
Rate Case (GRC). This is a power costs only rate case (PCORC) and many of these

issues fall outside that narrow view. These issues are better preserved for a GRC
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when they can be analyzed more holistically with sufficient time, and in the context
of PacifiCorp’s other jurisdictions.

Overall, Staff supports witness Mullins’s proposal to reserve proposals
regarding Jim Bridger and Colstrip plant, including remediation costs, until the
Company’s next GRC. Witness Mullins and Staff both support reserving
determination of the system overhead (SO) factor for the next GRC as it is outside
the scope of a power cost proceeding. Finally, Staff supports Earle’s summary of the
prudency issue concerning additional allocation of Rolling Hills to Washington rates.
While Staff generally supports PacifiCorp’s proposed portion of Rolling Hills to be
allocated to Washington, determination of the costs to be added to rates should be

reserved for the next GRC.

RESPONSE TO OTHER PARTIES’ TESTIMONY ON NON-NPC COSTS

In your Response Testimony, you recommended that the Commission reject
PacifiCorp’s request to approve non-NPC adjustments in this PCORC. Has any
testimony been filed that changes your view?

No. I still believe the PCORC is not an appropriate or well-timed proceeding to
change non-NPC rates for Washington customers, other than those associated with
the coal cost tracker, and that PacifiCorp’s application and data responses have failed
to justify why doing so is in customers’ interests and consistent with good regulatory
practice. | continue to recommend that the Commission authorize PacifiCorp to

accumulate any under-recovery of non-NPC costs from Washington customers in a
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deferral account for review and recovery in the next rate case, with limitations as
discussed in Section IV of my Response Testimony.

However, witness Mullins and witness Earle each raise important points
related to non-NPCs, or that are better dealt with in a full GRC, which | would add to

my recommendations.

Q. Please summarize your recommendations for issues that the Commission should

identify for resolution in PacifiCorp’s next GRC.

A. | recommend that the Commission identify the following eight issues for resolution

in the next PacifiCorp general rate case:

1. Review the non-NPC costs requested by PacifiCorp (other than the coal cost
tracker) in this proceeding, including the appropriate cost for Rolling Hills.

2. Update SG-F allocation factor, as discussed in Section IV.A. of my Response
Testimony.

3. Refund of plant balances for Jim Bridger Units 1 & 2, as discussed in Section
IV(c) of witness Mullins’ Response Testimony.

4. Coal decommissioning costs, as discussed in Section IV(h) of witness Mullins’
Response Testimony.

5. Rolling Hills revenue requirement, as discussed in witness Earle’s and my
Response Testimonies.

6. SO allocation factor, as discussed in Section IV(e) of witness Mullins’ and

Section IV(d) of my Response Testimonies.
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7. Revisit the “non-precedential modeling changes” used in the PCORC, as
discussed in Section V(i) of witness Mullins’ Response Testimony.

8. Hedging cost adjustments, as proposed by PacifiCorp and objected to in
Section 1V(h) of witness Mullins’ and Section VI.B. of my Response

Testimonies.

Q. Please explain your recommendation in response to witness Mullins’ proposed

refund of plant balances for Jim Bridger Units 1 & 2.

A Witness Mullins points out that by reducing Washington’s allocation factor for Jim

Bridger Units 1 & 2, the credit owed to Washington ratepayers for the estimated
plant balance is reduced. Witness Mullins recommends a $6.5 million reduction in
the Washington base revenue requirement.t

| agree that witness Mullins has identified a material impact of PacifiCorp’s
proposed Washington 2026 Protocol that was not included in the Company’s
proposal. Nonetheless, consistent with my views on non-NPC costs, | believe the
Commission should include this on its list of issues to be addressed by PacifiCorp in

its next general rate case.

Q. Please explain your support for witness Mullins’ proposal on coal

decommissioning costs.

A. PacifiCorp witness Link explains that “Under PacifiCorp’s proposal, Washington

will continue to be allocated ongoing and expected decommissioning expenses for a

L Mullins, Exh. BGM-1CT at 69-70.
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share of Jim Bridger Units 3-4 and Colstrip Unit 4 consistent with the previous terms
of the WIJAM.”? | agree with witness Mullins that the “allocation of
decommissioning costs be considered in PacifiCorp's next general rate case.”

Not only is it important to ensure that these costs are being collected
reasonably in the context of other jurisdictions’ contribution to decommissioning and
remediation costs, but this issue should not be in scope for a PCORC because these
are non-NPC costs. The Commission should explicitly not approve this section of the

Washington 2026 Protocol and defer review until PacifiCorp’s next general rate

case.

Q. Please explain your views on witness Earle’s recommendation on the Rolling
Hills wind project.
A. Witness Earle summarizes the issue in a manner very similar to that expressed in
Section IV.C. of my Response Testimony. He states,
Just because around 8 MW of Rolling Hills had been assigned to
Washington, and were deemed presumably prudent at the time of the
assignment, does not mean that the assignment of such a large number
of additional MW is prudent at the price that PacifiCorp is
demanding.*
Witness Earle then goes on to recommend reducing the charges to Washington

customers by 60.1%, reflecting the difference between Rolling Hills’ cost and the

average cost of wind that witness Earle calculates from PacifiCorp IRP data.’

2 Link, Exh. RTL-1T at 18.

8 Mullins, Exh. BGM-1CT at 75.
4 Earle, Exh. RLE-1CT at 21.

5 Earle, Exh. RLE-1CT at 22.
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While witness Earle and | are in general agreement as to the reasons that the
Commission should not authorize full cost recovery for the additional 27 MW of
Rolling Hills wind project resources, | continue to recommend that the Commission
find that PacifiCorp’s request to include the full costs of Rolling Hills should be

considered in the next GRC, along with other non-NPC costs.

Q. Please explain your views on witness Mullins’s recommendations with respect to
the system overhead factor.

A. Witness Mullins and I both agree that PacifiCorp’s proposal to revise the SO factor
is out of scope of this PCORC proceeding.® We both recommend that any change to
the SO factor be deferred until PacifiCorp’s next general rate case.

Witness Mullins brings up a point that | overlooked in my review. PacifiCorp
proposes to revise the SO factor to be based, in part, on the system energy (SE)
factor. Witness Mullins notes that “the SO factor is not used to allocate energy-
related overhead costs, such as PacifiCorp’s energy supply management office.”” |

agree with him that accepting this proposal would be contrary to cost-causation.

While there may or may not be justification to revise the SO factor in the

next general rate case, the SO factor should not be calculated based on the SE factor.

6 Mullins, Exh. BGM-1CT at 72.
7 Mullins, Exh. BGM-1CT at 72-73.
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What is your response to witness Mullins’s critique of the “non-precedential
modeling changes?”
Witness Mullins points out that PacifiCorp’s evidence is unlikely to satisfy its
burden of proof as to the reasonableness of its proposed modeling changes.®

| have not completed a full investigation of witness Mullins’s technical
critiques of PacifiCorp’s evidence.® In my original review, it appeared to me that in
some cases (e.g., market caps), PacifiCorp had identified a potentially valid issue.
Upon review of witness Mullins’ testimony, it appears that PacifiCorp may not have
proposed reasonable solutions. Accordingly, | am not taking a position as to the
immediate reasonableness of these proposed modeling changes.

Nonetheless, if the Commission accepts these modeling changes for purposes
of this PCORC, | recommend that the Commission also direct PacifiCorp to re-
evaluate these modeling methods and present them for review in its next general rate

case. At a minimum, these issues are worth a second look.

What is your response to witness Mullins’s critique of the hedging costs added
by PacifiCorp using 25 MW blocks?

In Section VI.B. of my Response Testimony, | acknowledged that PacifiCorp has
identified a reasonable issue in its power cost forecast but found that PacifiCorp’s
proposed hedging cost failed to meet the Commission’s established standard for
known and measurable costs, and thus should be rejected. Witness Mullins presents a

different analysis, but comes to similar conclusions. He finds that, “[w]hile hedging

8 Mullins, Exh. BGM-1CT at 60.
9 Mullins, Exh. BGM-1CT at 60-62.
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itself is not expected to impose any additional costs, balancing around the structured
products may.”? Due to the difficulty in correcting this, he also recommended that
the Commission reject these costs.*

Because we both find that there is some conceptual merit in PacifiCorp’s
proposal, while the Commission should reject this specific cost proposal, it should
include this topic on the list of issues that should be revisited in PacifiCorp’s next

GRC.

Does this conclude your testimony?

Yes.

10 Exhibit BGM-1CT at 57.
11 Exhibit BGM-1CT at 57-58.
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