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SUPPLEMENTAL TESTIMONY

Introduction

Please state your nam}e,vb_u_s_i;_less and address. .

My name is Charles J. Cicchetti. My address is Pacific Economics Group, 301 South
Lake Street, Suite 330, Pasadena, California 91101.

Did you previously offer testimony in this proceeding?

Yes, my rep‘_ly testimony on behalf of PaeiﬁCorp is ‘idenf_cii_i_ed_as Exhibit PacifiCorp/23.
Please sfate yonr name, business and address.

My name is Jeffrey A. Dubin. My address i'.s'Paciﬁc Economics Group, 301 South Lake
Street, Suite 330, Pasadena, California 91101.

Mr. Dubin, please describe your educational background, professional experience,
publications and previous experience as a witness.

My current curriculum vita, Which is prov'i"ded as Exhibit PacifiCorp/34, includes this
information.

What is the purpose of this supplemental testimony? N

Our supplemental testimony addresses a statistical study of PacifiCorp's transaction
reports to Dow Jones conducted by WahChangWItness Howard, as presented on pages
13-16 of Mr. Howard's rebuttal testimony and his Exhibit WC/1203. |

Please describe your understanding of the study presented in Mr. Howard's rebuttal
testimony. ‘ ‘

Dunng its ﬁnal two years the MESA between Pa01ﬁC0rp and Wah Chang was based on
the Dow Jones COB Index pnces Mr. McCullough has alleged that Pa01ﬁC0rp engaged
in various non-transmiission buy/resell transactions. Assumlng that Mr. McCullough's -
assertions are accnrate, Mr. Howard purports to show that on the days PacifiCorp
allegedly engaged in n0n~transmlssmn buy/resells at COB, "PacifiCorp's reports to Dow

Jones of sales transactlons caused the Dow COB firm on-peak and firm off-peak indexes

24878-0008/LEGAL13436106.1
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What "results" can be reached from Mr. Howard's study?

When Mr. Howard's ﬁethodological flaws are corrected, there is no statistically
significant difference in the Dow Jones COB Index price when.PaciﬁCorp's transactions
are removed from the Dow Jones COB Index. Thus, Mr. Howard's analysis fails to
demonstrate that PacifiCorp's buy/resell transactions had any effect on the Dow Jones
COB Index and the prices Wah Chang paid for the final two years under the MESA.
Please list the errors in Mr. Howard's approach.

Mr. Howard's study suffers from the following flaws:

¢ Faulty premise.

+ Fundamental design ﬂaws._

* Inexplicable exclusion of data from his analysis.

* Disregard of relevant facts from his analysis.

* Use of false and biased logic to combine peak and off-peak effects.

* Failure to perform statistical analyses that would reveal the flaws in his "combined"

effect method.

Faulty Premise
Why do you say that Mr. Howard's study suffers from a faulty premise? -
There is a disconnect in Mr. Howard's analysis because neither he nor Mr. McCullough

offer any evidence that PacifiCorp reported any of these alleged buy/resell transactions to

Dow Jones. Indeed, such buy/resell trades would typically not meet Dow Jones'

definition of Firm Price transactions. Further, there is no evidence that these patticular

5 Order Denying Rehearing, 106 FERC 61,020 (I ahuary 22,2004).

24878-0008/LEGAL13436106.1
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PacifiCorp trades in real time world affect the Firm‘ Peak and Off-Peak price indicés that
determine the price that Wah Chang paid PacifiCorp under the MESA

What types of transactions were reported to Dow Jones?

In fact, there is very little reason to think that any buy/resell transactions would be
included in the transactions that PacifiCorp or any other participant reported to the Firm
Dow Jones COB Index. In Dr. Cicchetti's Reply Testimony at pages 10-11, he discussed
the Dow Jones requirements for transactions to be included in calculating thé Firm COB

Price Index. It is worth restating how Dow Jones describes the process.

The firm indexes average together blocks of power sold on a one-
day forward pre scheduled basis. No real-time power is included
in these indexes. Transactions are limited to power traded in 16-
hour blocks during on-peak hours and 8-hour blocks for off-peak.
Transactions which call for delivery for more than one day are not
included in calculations for these indexes except for the standard
multi-day trading that occurs as a result of schedulers' conferences
of month end trading is also included. Trading must follow the
standard WSPP schedule. Volume is reported as total megawatts
(MW) transacted per hour.

Dow Jones defines Firm as financially firm backed with liquidating damages or
physically firm. Buy/resell transactions typicall y do not fit the various speciﬁc
parameters of the requirements for a Firm Dow Jones COB transaction. Buy/resells tend
not to be for standard 16-hour blocks of Peak power or 8-hour blocks of Off-Peak power
and the MWs traded are often "odd" sized amounts and likely are real time, nof day
ahead.

Did you investigate to determine whether the buy/resell transactions identified by
Mr. McCullough were reported to Dow Jones? |

Yes. We reviewed the Buy/Sell Transactions found in Mr. McCullough's spreadsheet
entitled "PacifiCorp's buy/resells with Enron at Malin" that were.produced in response to
PacifiCorp Data Request No. 83. These are the transactions that Mr. Howard used to
determine if PacifiCorp's buy/resell transactions affected daily COB prices on days with

buy/resells. We compared these buy/resell transactions to the transactions that

24878-0008/LEGAL13436106.1
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PacifiCorp reported to Dow Jones, which Mr Howard used in his analysis. None of the
buy/resell transactions Mr. Howard used, which are contained in Mr. McCullough's
spreadsheet of alleged buy/resell transactions, appear in Mr. Howard's database of
reported PacifiCorp's transactions to Dow Jones. This confirms our expectation that
buy/resell transactions are not the types of trades reported in the Dow Jones firm price

indices, which are the prices used in the Wah Chang contract. This means that Mr.

Howard's analyses can offer only minimal insight as to what else may have been

correlated on various days. No one can use his analyses to claim any particular or
meaningful causality. |

Since PacifiCorp did not reporf any of the alleged buy/résell Transactions to Dow
J ones; none of these transactions would have been used by Dow Jones fo calculate its
Firm Daily Index Price at COB. Therefore, none of "Paciﬁ.Co"rp's alleged buy/resell
transactions would hﬁve had any effect on the Dow Jones Daily Firm COB Index prices.
Consequently, Mr. Howard could do no more than calculate the difference in the Dow
Jones Index Price with and without all PacifiCorp's trades on the 84 days that PacifiCorp,
according to Mr McCullough, also engaged in non-transmission buy/resell- transactions.
Moreover, desﬁitg this fatal flaw, after closer scrutiny, Mr. Howard's analysis fails to
prove. that PacifiCorp's alleged buy/resell transactions had a statistically reliable effect
on the diffcrqqceé in the Daily Firm Dow Jones COB Index prices or the price Wah

Chang paid during the last two years of its contract.

Fundamental Design Flaws

Why do you say that Mr. Howard's study has fundamental désigh-ﬂaw's?

A fundamental flaw in Mr. Howard's statistical analysis is what he does with the

- PacifiCorp data, particularly-on these so-called 84 buy/resell days. Specifically, he

- removes:the effect on the Dow Jones price indices of all the PacifiCorp trades on

these 84 days. Most of these PacifiCorp reported trades at COB likely have nothing

24878-0008/LEGAL13436106.1
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COB markets in the prior month would be averaged to determme the price Wah Chang
paid PacifiCorp.

Mr. Howard does not stop deleting days. He alse, as stated previously, eliminates

4 days that he "eye-balls" as outliers. Thus -he reduces the number of observations to 345

"effect days" out of 731 days His deletion of the 4 outhers is unusual He provrdes no

details as to why objective reviewers would do thlS He does not explarn the effect of this
deletion and/or when these days may fall, Ehmmatrng 4 days in hrs sub- sample

particularly when he draws inferences related to events (z e. buy/resells) ona small

" humber (84) of buy/resell days (about 1 1 percent of the 731 days dunng the two years)

can affect both his t-statistics and | pnce drfferenees .

He also analyzes Sundays and holidays, whrch are mcluded in the deﬁnition as
Sundays, sornewhat uniquely. Four "no price effect" data anomalies occur onSunday
This suggests some need to interpret any Sunday results with suspicion becatise there are
rel-ati\telyzfewes-undays in the PacifiCorp trading day 'sub-sample. Anothér COB data
anomaly was a day that PacifiCorp tepotted trades at COB during peak hours and Dow
Jones reported:no trades. | |
Please illustrate with an example.

Suppose Company A traded at COB and, on onie day,"Coitnpany A purchased eleetricity3

+for $200 per MWh and ‘all the other MWhs sold at COB-that day traded at $1 00per
" . ‘MWh. ‘Also assume that on every other day over 4 two-year Period Comipariy A éither

~ did not purchase any MWhs or purchiased MWhs at a price equal to'the COB ‘ifidéx prices

for that day. ‘An objective observer interested in the effect ori COB indéx prices "with"

and "without": Company A's trades ‘might say the following: '

¢ - On:14% of the days (1 out of 731), Company A raised thie COB index ptice.
) On all other (99.86%) days, Company A's trades and non-trades did not affect the

24878-0008/LEGAL13436106.1
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This analysis does not answer the question _about Company A if someone is instead
interested in learning ‘how Company A caused prices to vary at COB over a two-year
period. Quite obviously, there is no effect, and all 731 days matter. Mr. Howard
eliminates both thePaciﬁC.ovr.p non-trading "no effect" days (371 days) and the 11 "no

effect" days that PaciﬁCorp reported trades at COB. In effect, he considers only 345

days dunng the two yeats, or r 47. 2% of the trades (345/73 1). This is like discussing

Company A's one- day prlce effect Mr. Howard's ev1dence depends upon two things: (1)

The reader and analysts need to be fully aware of what is bemg sa1d about the sub-sample

of 1ncluded days versus all the days and (2) the questlon framed needs to be useful for

the regulatory matter under review, ‘Here, it is not because every day matters in

. determining the prices that Wah Chang paid under the MESA with PacifiCorp.

. Disregard of Relevant Facts

In what way does Mr. Howard disregard relevant facts from his study?.

’ijo_‘ particular points are worth mention: .(1) the circumstances. surrounding buy/resell
transactions, and (2) the pricing structure under the MESA. .

What relevant facts does Mr. Howard disregard with respect to buy/resell
transactions?

Mr Howard relies on Mr. McCullough's spreadsheets to identify 84 days that PacifiCorp

allegedly engaged 1n non-transmission buy/resells at COB. Both Mr. Howard and Mr.

. McCullough seem to know that there are reasonable and legitimate reasons for ‘buy/resell

trading. .Regardless, there is no attempt to review any possible justification for the

buy/resell activity on these 84 days. We can only surmise that Mr. Howard's intention is -

to imply that all such days have nefarious trading activity. This is‘an-unsuppotted

assumption. Geography, for example, provides an explanation for legitimate buy/resell

transactions. A particular electricity supplier may have MWs in one location and load or

contract requirements in another. Mr. Howard names his buy/resells as "non-

24878-0008/LEGAL13436106.1
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Mr. McCullough's spreadsheet entitled "PacifiCorp's BUy/Resells with Enron at

Malin" and the trading transcripts® that Mr. McCullough attaches to his evidence, which

are summarrzed in the workpapers, show that agreements to buy/resell have several

important charaotenstrcs

* Most buy/resells traded at below the prevallmg spot market prices;

* Most buy/resells were for very small volumes and short duratrons |

o Such trades would not represent "blocks" of power and as stated above Would not be
reported to Dow Jones by PacrﬁCorp | |

What addltlonal relevant fact does Mr. Howard dlsregard w1th respect to the
prlcmg structure under the MESA" | .
A second relevant fact that is 1gnored is the pncmg requrred under the MESA. The

MESA between Wah Chang and PacrﬁCorp had three years of fixed pnces or MWh

charges and two years of variable monthly prices. These varrable monthly prrces were

based upon the monthly spot market index determmed by the daily average of the Dow

Jones COB prices during the Billing Period (plus $1 I/MWh) werghted by the ﬁrm index

- for Peak hours and by the non-firm 1ndex for Non-Peak hours. The contract spec1ﬁ_es that

the weighted average firm Peak prrceshouldbe estimated for the non-Sunday 16 Peak ..
daily hours. Similarly, the weighted 'avéragé' of O‘ff-Peak firm prices should be
determin'ed fo_r"f"the remaining OffiPeak" 8 hours each day, and all day Sunday. These two |
weighted average monthly pnces are combined into a single monthly wei ghted average
price using the percent of Peak and Off-Peak hours in a give month as welghts Mr:.
Howard analyzed 24 months of daily data in the caléndar- years 2000 and 2001 whrch are
generally thought to contain the months of the Cahfomra Energy crisis penod The last

16 months of his data are days when Wah Chang would pay a price per MWh based upon

¢ Exhibit WC/903.

24878-0008/LEGAL13436106.1
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the previous month's average daily Peak and Off-Peak Dow J ones COB price indices as
described above S

Statistical Analysis

How does Mr. Howard's statistical analysis introduce bias?

Mr. Howard combines his data for Peak, Off-Peak, and Sundays into a single two-year
effect. This approach 1ntroduces an upward b1as and i 1gnores the fact that Dow Jones
reports separate Peak and Off- Peak ﬁrm price 1ndlces and both are individually

recogmzed as such in the Wah Chang contract Table 1 shows the percent of days in the

- two years (731 days) on which removmg all of Pa01ﬁCorp s trades ona glven day would -

affect the da11y average pnce 1ndlces for Peak, Off Peak (non-Sundays) and Sundays
Using the combined effect suggests that PacrﬁCorp ] tradmg affect COB prxces on almost

half the days (47 74 percent) In fact, the "effects" are much less frequent when reviewed

' durmg the specrflc t1me penods in the Wah Chang contract (Peak and Off Peak non
| »I Sundays and all the Sunday and hohday trades Off Peak) Mr ‘Howard's method adds

more effect days and falsely uses all transactrons on any g1ven day to determine a price

effect
TABLE 1
- Percent Days that' PacrﬂCorp s Trades Affected
Dow Jones COB Indices
Average Price Effects = No Price Effect.

'Percent Percent

o Off—Peak l_ndex e o120, 93% RPN - 79.07%:

" Sundays ' ' ' 2.74% 97.26%

.. Mr. Howard's Max Effect Logic. - .. 47.74% - .. .. :  52:26%

24878-0008/LEGAL13436106.1
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Why is it appropriate to hreak.down the "co'rnbined effect‘"_nsed in Mr. Howard's
study? o |

One important reason to break down Mr Howard's combined effect is that Dow Jones
reports separate daily Peak andvdff-l.’eak indices. In addition, the Wah Chang contraet
separately considers Peak and Off—Peak monthly COB price indices.

What happens when the data are analyzed separately for Peak, O’ff-i’ea_k, and

Sundays?

M Howard's experlmental desrgn and methodology are not neutral His subjectwe
" Jecisions and choices matter Table 2(A) shows what happens to Mr Howard‘s reported
" "ombined" t-statrstlc of 2. 754 Wthh is based upon 345 observatrons (omlttlng hrs 4

'outhers) and 84 buy/resell days when the data is analyzed separately for Peak Off Peak,

and Sundays
TABLE 2(A) _ .
Unequal Variance t-tests for Different: Pnce Categorles
. -EffectfTotal t-statistic' At 95% or More Pnce Effect
' i o v ... Difference.in $/MWH.
‘Combitied ~  84/345 - 2.754 Significant $0.485
Peak "~ 53/252 1:894 . . . :Not Significant $0.303
Off-Peak 34/163," - +1.429 . :Net Significant:-: % - $0.236
Sundays 719 1.985 Signiﬁcant v $2.481

The only mdmdual prlce category that passes Mr Howard's preferred statlstrcal

s1gmﬁcance test is Sunday Th 1":_"E:;_a_re just 19 observations mhrs data and =.the :fr.eque_ney

of Sunday anomalies is proportionally greater than the other two categories.

What fl_lrther analysis did you do?
We replicated Mr. Howard's analysis and the category break-out in Table 2(B) using all

the 614 non-Sundays and the 117 Sundays (holidays are coded Sundays) in 2000 and

24878-0008/LEGAL13436106.1
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2001. Usmg every day is consistent with the contract terms. All the price dlfferences
between the between the buy/resell days without PamﬁCorp and the non-buy/resells days
without PacifiCorp dechne sharply. In his response to PaciﬁCorp's Data Requests, he

1ncludes his 4 outhers in this analysis. We also converted the "combmed" effect to be

| cons1stent with Mr. Howard T herefore we used hlS method, which is based upon the

absolute value of the max1mum effect
What conclusmns do you reach from this analysis?

The Peak, Off- Peak and Sunday pnce effect dlfferences are not statlst1cally mgmﬁcantly

: dlfferent than zero. The Dow J ones d1st1ngu1shes between the F1rm Peak and Off- Peak

‘categones The 1nference to draw is that there is no statlstlcally 81gn1ﬁcant dlfference in

the Peak and Off Peak categones when they are analyzed 1nd1v1dually The Dow Jones

N d1st1ngu1shes between Peak and Off-Peak indices in their reportmg The MESA between

-Wah Chang and PacifiCorp required individual monthly estimates of Peak and Off-Peak

average prices. These are calcnlated'§eﬁ:ahately and then wei_gh.t__ed by their respective

percentage of high (Peak).and low-(Off-P eak) demand hours-in-a given month.

o Unequal Vanance t-tests for leferent Price Categorles
EffectIT ot_al_ _t-,stat_ustlc . At95% orMore . Price Effect
e : ‘Difference in $/MWH
Combined 158731 . .. .2.265 - Significant. - - . .. $0.240.
Peak 138614 1820 Not Significant $o 126
Off-Peak 138/614 1.113 . Not Significant. $0. 059
GioSundays - 20M17 i 1156 Not Sigriificant - $0.639

TABLE 2(B) :

24878-0008/LEGALI13436106.1
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Q. Dld you perform any analysis with respect to the graph shown on page 15 of Mr.

Howard's testimony?

A. Yes. On page 15 of his Rebuttal Testimony, Mr. Howard included a graph that,

" according to Mr. Howard, shows that the effects on buy/resell days "are greater and tend
to be positive."'." Mr. Howard responded to Data Request Nurrlber 175 with a frequency
distribution of the percentage price difference effects related to remoﬂ)ing PacifiCorp's
trades at COB relatlve to the prevallmg COB prices. He d1d thls per Pa01ﬁCorp s request

for both the 84 buy/resell days and 261 non—buy/resell days in his 345 day sub-sample
This is shown in Chart 1,'which we reproduce ﬁom Mr Howard's response aﬁer

correcting his mlslabehng of the horlzontal axis.

CHART 1

- . Effect:Of PacifiCorp Transactions On Dow Jones COB Indexe's
Empmcal Probabllrly Densities Compared Between Days With And Without Bu /Sell Ti

~—=Days With Buyléeil Events

‘Relative Frequency

-1.00% -0.50% 0.00% . 0.50% 1.00% 1.50% 2.00%
% of $MWh Effect .

24878-0008/LEGAL13436106.1
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‘What does Chart 1 show?

Chart 1 shows the price differential effect on the COB index ustng Mr. Howard,'s
questionable combined method and removing PacifiCorp's trades.. We do not accept-Mr.
Howard:‘s combined effect methodology. Nevertheless, we show this chart because it
demonstrates that his alleged effects would be very small arithmetically. This is true for

both per unit and percentage terms. These dxfferentlals fall mostly well with plus or

minus one half of one percent (+0.5% to -0.5%) of the prevailing COB prices on any

given day’. This means that for a $ 100 per MWh average daily price, the price differential
effect of removmg PamﬁCorp on the COB 1ndex and usmg Mr Howard's questlonable
combmed method would be scarcely not1ceab1e At the extremes the. effect would be on
the order of plus or minus fifty cents (or a range of $99.50 to $100.50 per MWh on a

$100 per MWh..,t,,ransaetion),ﬁand probéb.ly'-much less. If the;da_ily_- COBprlce was $30 per

24878-0008/LEGALI13436106.1
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TABLE 3
Frequency of Effects
Price Effects - Days Pe‘rcéntages
No Effect 382 . 52.26%
Negative 123 16.83%
Po_sitive 226 _ 30.92%
_ Total 731 100.0%

- Wealso used the'logit regression approach to include some omitted variables that this
: --case'andt‘kﬁovs}lédge of the crises would suggest are reasonable to include. We did not do

“this to be picagiine: Omitting relevant variables will causé statistical bias in the results,

What did your analyses of possible 6irgitie(i variables show?

.-~ Table 4 summarizes thé various logit models that we consider. These reflect the addition

of two omitted variables: (1) California Stage 3 Emergency Declarations, be&fauée M.

~“McCullough observes in his Testimony that such days would trigger the CAISO to make

- Out-of-Market(OOM) purchases that could trigger buy/resell activity; and (2) California

temperature-related data to refléct peak demarid conditions in the west. We inclided

- Mr. Howard's-outlier days.: Theréfore; there are 731 days in this analysis. The California

- variables reduced the numiber of 6bsetvations, however.

TABLE 4
Loglt Analyses to.Determine if Negative, Positive, and Eithef {Bmary)
Effect Days Are Different Than No Effect (Zero) Days
"Comblned Effect" L o
' ' Binary

" Experiment Negative Positive Either
L RO : - (t-statistics/Restilts) -
1. Just PacifiCorp Buy/Resell Variable _ -1.59/Reject . .3.00/Accept . ~1.54/Reject
'2: Add'Staté 3 Emergency Didys -1.67/Reject 1.58/Reject  -0.45/Reject
3. Add L.A. High Daily Temperature -1.53/Reject 1.64/Reject -0.56/Reject

24878-0008/LEGAL13436106.1
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The column-labeted» "negative" exa.mines' the days wlien removing PacifiCorp's
transactions, typically firm sales at CO_B, .&o_uld;cause the Firm COB index prices to
decline. The dependent variable in the logit shown in Table 4 reflects Mr. Howard's
combined Peak, Off-Peak, and Sunday concept.

The t-statistics shown are for the independent variable that designates an alleged

buy/resell day. Experiments 2 and 3 show the effect on the reported t-statistic for

buy/resell days when the respective omit_te__d variable is included in the logit analyses.

The "positive" column shows av.‘s_imi,lar_ t-test on the buy/resell days for the
likel_ihcct{iv_that PacifiCorp's reported Dow Jones, trades would; cause the."combined" COB
index price to increase. The "Binary" column shows the same information:for the

likelihood of PacifiCorp's reported Dow Jones.COB trades to change the index. (plus or .

minus).

- Table 4 shows.the only experiment with a statistically significant effect is the

"positive" price difference when the only included explanatory variable is a variable

- designating days on.which Mr. McCullough's spread shect shows that a PacifiCorp.

~ buy/resell trade occurred. Addmg California emergency days (when Mr: McCullough

expects buy/resells could trigger OOM transactions).or California temperature causes this

alleged positive effect to become statistiCally insignificant, Therefore, no statistical

significanee should-attach to Mr. Howard's“conclusions '

Table 5 shcws the same loglt expenments fcr jIISt the days when the effect of

removmg Pa01ﬁC0rp trades would cause the Dow Jones an COB Peak Index to change

_ None of thé '!pcs_xtlxe." Q.r:r:-'»!e_,lther?' prlce effects are statxstlcally s1gniﬁcant than zero across

all four experiments. -All the negative day effects are 31gn1ﬁcant This mieans that

- 24878:0008/LEGALI3436106.1
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removing PacifiCorp's reported trades reduces the likelihgod of negative" pri.c'e declines

when PacifiCorp has buy/resells.

TABLE § B
Logit Analyses to Determine if Positive, Negative, and Either (Binary)
Peak Days Are Different Than No Effect (Zero) Days
“"Peak Effect"”
' Binary

Experiment Negative _Positive Either

' " (t-statistics/Results
1. Just PacifiCorp Buy/Resell Variable : -2.89/Accept . 0.72/Reject. 0.83/Reject
'2. Add State 3 Emergency Days -2.86/Accept  0.34/Reject  1.12/Reject
3. Add L.A. High Daily Temperature -2.60/Accept . 0.59/Reject. . 0.73/Reject

Table 6:shows that none of the likelihood 6f changes in the Off-Peak effects at
COB are statistically different than zero when PacifiCorp's trades are removed. This
rtesult does not-change across the three eXperiine'r‘if‘s‘ shown in Table 6. We did not doa
-separate analysis of Sundays-given the small number of days with buy/resell tféﬁsaé’tions

~and the-anomalies wediscussed previously.

TABLE 6
. Logit-Analyses to Determine if Positive, Negative, and Either (Binary):
' Off-Peak Days Are Different Than No Effect (Zero) Days
"Off-Peak Effect" -
Binary
Experiment Negative Positive Either
- (t-stafistics/Results -~~~
1. Just PacifiCorp Buy/Resell Variable -1.41/Reject 1.07/Reject 0.09/Reject . :
2. Add State 3 Emergency Days -1.15/Reject 1.39/Reject -0.31/Reject
3. Add L.A. High Daily Temperature -1.50/Reject 1.33Reject -0.04/Reject
Conclusion
Q. . Please summarize your conclusions.

A..  Therelative price effects related to removing PacifiCorp's trades at COB using Mr.,

Howard's sub-sample are small. These small effects shrink further when all the days in

24878-0008/LEGAL13436106.1 i
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1 the two-year periqg ir;e_ iﬁ?}‘ﬂed vbeca_use the contract used every day to establish Wah
2 Chang's monthly contract price. |
3 We also abandoned Mr. Howard's questionable composite daily price effect and
4 -replaced his approach with the Peak and:'Off-Peak price indices'. 'Using his sub-sample of
5 just "effect" days, botﬁ .t:h.e Peak arld Off‘-Peak ‘pr.ice diffefentials are not statistically
6 significanitly different from zero. We also considered all 731 days because the contract
7 would use every day and because; With virtually no justiﬁcation, M. Hi)__w,ard eliminated
8 74 "no-effect" bﬁy/rééen days when he formed his sub-sample. We found that the
9 ~ tesulting very srﬁall_ pnce differentials ysing Peak hours and Off-Peak hours were not
10 éigni_ﬁcantly statistically different from zero. .
11 There are logical ﬂaws and methodological flaws ,th_at;_make; Mzt. Howard's results
12 »biased and meanin_glg;ég "_[‘he:re; is no proof that PacifiCorp, a net buyer-ﬂlatzpurchased.
13 30 percent-of its native load requirements, either int:e;;_tigna.l‘ly or accidentally caused
14 COB Peak and Off-Peak price indices to increase due to its trading activity: (1) on
15 buy/resell days; (2) as a ‘resulit bf onlybuy/reselltransactlons, or 3y in‘any meaningful j
16 manner. o | |
17 Does this c.onc’_l,ude.sr;t})':u:r- s‘upplén;i‘lt.-al festimony?
18 A

- Yes.:

24878-0008/LEGAL13436106.1
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