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DIRECT TESTIMONY OF JUSTIN BIEBER
I. INTRODUCTION

Please state your name and business address.
My name is Justin Bieber. My business address is 111 E Broadway, Suite 1200,
Salt Lake City, Utah, 84111.
By whom are you employed and in what capacity?
I am a Principal at Energy Strategies, LLC. Energy Strategies is a private
consulting firm specializing in economic and policy analysis applicable to energy
production, transportation, and consumption.
On whose behalf are you testifying in this proceeding?
My testimony is being sponsored by the Utah Association of Energy Users (UAE”).
Please describe your professional experience and qualifications.
My academic background is in business and engineering. I earned a Bachelor of
Science in Mechanical Engineering from Duke University in 2006 and a Master of
Business Administration from the University of Southern California in 2012. I am
also a registered Professional Civil Engineer in the state of California.

I joined Energy Strategies in 2017, where I provide regulatory and technical
support on a variety of energy issues, including regulatory services, transmission
and renewable development, and financial and economic analyses. While at Energy
Strategies, I have filed and supported the development of testimony before various

state utility regulatory commissions.

Redacted
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Prior to joining Energy Strategies, I held three positions at Pacific Gas and
Electric Company (“PG&E”) as Manager of Transmission Project Development,
Independent System Operator (“ISO”) Relations and Federal Energy Regulatory
Commission (“FERC”) Policy Principal, and Supervisor of Electric Generator
Interconnections. During my career at PG&E, I supported multiple facets of utility
operations and led efforts in policy, regulatory, and strategic initiatives, including
supporting the development of testimony before and submitting comments to
FERC, the California ISO, and the California Public Utilities Commission. Prior to
my work at PG&E, I was a project manager and engineer for heavy construction
bridge and highway projects.

Have you testified previously before this Commission?

Yes. I testified in the following proceedings before this Commission:

e Dominion Energy Utah’s (“DEU’s”) request for approval to construct
an LNG Facility, Docket No. 19-057-13;

¢ Rocky Mountain Power’s (“RMP”’) 2020 general rate case, Docket No.
20-035-04;

e RMP’s application for alternative cost recovery for major plant
additions, Docket No. 21-035-42;

e RMP’s application for a certificate of public convenience and necessity
for the Gateway South Transmission Project, Docket No. 21-035-54;

e RMP’s 2024 general rate case, Docket No. 24-035-04;

e Enbridge Gas Utah’s 2025 general rate case, Docket No. 25-057-06;

Redacted
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e RMP’s application for approval of the 2026 Inter-jurisdictional cost
allocation protocol, Docket No. 25-035-47; and
e RMP’s application for approval of a large load service contract, Docket
No. 26-035-05.
Have you filed testimony previously before any other state utility regulatory
commissions?
Yes. I have testified in more than 80 regulatory proceedings on the subjects of
utility rates and regulatory policy before state utility regulators in Arizona,
Colorado, Indiana, Kansas, Kentucky, Michigan, Montana, Nevada, New Mexico,
North Carolina, Oregon, Ohio, Oklahoma, Pennsylvania, Texas, Virginia,

Washington, West Virginia, and Wisconsin.

II. OVERVIEW AND CONCLUSIONS
What is the purpose of your testimony in this proceeding?
My testimony addresses RMP’s proposed Utah Fire Fund (“Fire Fund”).
Specifically, I address the proposed target funding level, the appropriate cost
allocation methodology used to assign Fire Fund costs among customer classes,
and administration of the Fire Fund trust.
Please summarize your recommendations to the Commission.
I offer the following recommendations for the Commission:
e The Fire Fund surcharge should be minimized to the greatest extent reasonably

possible. Accordingly, I recommend that the Commission deny the Company’s

Redacted
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proposal to establish a Fire Fund surcharge that would result in total Excess
Liability Insurance (“ELI”) and Fire Fund coverage exceeding Company
witness Mr. Nadel’s recommended coverage level.

Instead, I recommend that the Fire Fund surcharge be designed to recover

no more than - annually, resulting in a Fire Fund totaling

approximately - plus interest, over a ten-year period. Under my

recommendation, the combined coverage provided by the Fire Fund and ELI
would equal the total estimated liability and property damage losses associated
with a 1-in-100-year event estimated in Scenario 3.3 of Aon’s actuarial study.!
My recommended level of coverage strikes a reasonable balance between
preparing for catastrophic wildfire risk and limiting the financial burden
imposed on customers.

However, if the Commission determines that it is appropriate for RMP’s
total coverage, including both ELI coverage and the Fire Fund, to exceed the
estimated liability and property damage losses associated with a 1-in-100-year

event, then I recommend that the Fire Fund surcharge be designed to recover

no more than - annually, resulting in a Fire Fund totaling

approximately - plus interest, over a ten-year period. Under this

alternative recommendation, the combined coverage provided by the Fire Fund

VELI coverage of + Fire Fund coverage of - =TUT 1-in-100 yr PD + Liability
loss estimate of See Highly Confidential Exhibit RMP__ (JRS-1), p. 52.
Redacted
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and ELI would equal Company witness Marshall Nadel’s recommended level
of coverage .

While I have concerns with the actuarial studies set forth in Aon’s report,

in the absence of better information, the report and the Company’s assessment
have informed my recommendations in this proceeding. However, I consider
my recommendations to be conservative, and my reliance on these studies for
purposes of informing those recommendations should not be interpreted as
acceptance, endorsement, or support of the report or the Company’s
conclusions.
RMP’s proposal to allocate the Fire Fund surcharge costs to each customer class
based on an equal percentage of rotal base revenue requirement is not aligned
with the underlying cost causation and should be denied. The need for financial
coverage for catastrophic wildfire is clearly caused by the presence of overhead
transmission and distribution line infrastructure. However, other major cost
categories, such as variable fuel and purchase power are not related to
catastrophic wildfire risk.

Instead, I recommend that the Fire Fund surcharge be allocated to customer
classes based on an equal percentage share of the transmission and distribution
revenue requirement, in recognition of the fact that wildfire risk is caused by

transmission and distribution assets.

2 ELI coverage of - + Fire Fund coverage of] _= RMP Recommended Coverage
Amount of $1 billion.

Redacted
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e [l alsorecommend two ratepayer protection mechanisms related to the Fire Fund
trust administration. First, I recommend that the Company be required to
defend in good faith against fire claims before it disburses any amounts from
the Fire Fund to pay for a judgement. Second, I recommend that the
Commission find that the Company can only access the Fire Fund to pay for
claims if the Company has an approved wildland fire mitigation plan and is in

compliance with that plan in the area of an ignition.

III. UTAH FIRE FUND TARGET FUNDING LEVEL
Please describe RMP’s Fire Fund proposal.
According to RMP witness Joelle Steward, the Utah Legislature took important
steps to address the increasing frequency and severity of wildland fires, and the
risks that unbounded liability for fire damages poses to Utah’s electric utilities,
when it enacted Senate Bill 224. According to Ms. Steward, the Legislature
recognized that catastrophic wildfires have resulted in extraordinarily large claims
against electric utilities experiencing wildland fires in their service territories in
recent years.’

Ms. Steward explains that the Utah law limits damages recoverable from
electric utilities for fire-related claims and allows a large-scale electric utility to

create a Utah fire fund to supplement other insurance for making certain fire

* Confidential Direct Testimony of Joelle R. Steward, p. 2.

Redacted
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damage payments. She also asserts that the legislation is designed to mitigate the
financial consequences of wildfire liabilities for Utah entities like RMP.*

In this proceeding, the Company is requesting Commission approval of a
Fire Fund surcharge, consistent with the criteria set forth in Utah Code §54-24-
301.°
How much revenue does RMP propose to recover through the Fire Fund
surcharge?
Ms. Steward explains that the proposed fire fund is initially designed to recover
approximately $109 million per year from Utah customers. Over a ten-year period,
the surcharge would create a fund totaling approximately $1,090 million, excluding
interest. The proposed surcharge would increase overall customer rates by
approximately 4.48% and would result in an estimated monthly charge of $3.70 for
an average residential customer.®
Over what time period does RMP propose to assess the Fire Fund surcharge?
According to Ms. Steward, the Fire Fund surcharge will terminate on the earliest
of:
1) Ten years after the effective date of the surcharge approved by the Commission;
2) The date on which the amount in the Fire Fund equals 50% of the Company’s

revenue requirement established in its most recent general rate case; or

4 1d.

S Id. pp. 2-3.
®ld p.8.
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3) The date on which the Commission determines that the surcharge should
terminate.’
What does the Company plan to do with the revenues it receives from the Fire
Fund surcharge?
According to Ms. Steward, the Company plans to deposit revenues collected
through the Fire Fund surcharge into a separate Utah Fire Fund investment account.
The statute requires the Company to maintain the funds in a separate account and
ledger, invest the funds in accordance with the State Money Management Act,
retain all investment returns within the Fire Fund, and report fund activity to the
Commission annually. The Company states that the Fire Fund may be used to pay
eligible fire-related claims that exceed applicable insurance coverage, including
self-insurance, but may not be used to pay for damage to the Company’s own
infrastructure.’
What will the Company do with the funds when it terminates the Fire Fund
surcharge?
According to Ms. Steward, the Utah Fire Fund statute requires the Company to
identify the Fire Fund investment account as restricted in its financial statements,
with an offsetting regulatory liability owed back to customers in the event the funds
are not fully utilized.” Thus, any unused funds remaining in the Utah Fire Fund at

the time the surcharge terminates should be owed back to customers.

"1d. p.6.
$ Id. pp. 7-8.
°Id. p. 7.
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What is the statutory maximum amount that a utility can recover through a
Fire Fund surcharge?

In testimony, Ms. Steward cites to the statute which indicates that a fire surcharge
approved by the Commission may “not result in an increase over current rates: (i)
for all customers, more than 4.95%; and (ii) for an average residential customer
more than $3.70 a month.”!? The statute also sets the upper limit of the Fire Fund
balance at fifty percent of the Company’s revenue requirement established in its
most recently approved general rate case.!!

Would RMP’s proposed surcharge exceed the statutory limit?

As proposed, the Fire Fund surcharge would be set equal to the maximum amount
permitted under the statute.!?

Did the Company perform any analyses to support its proposed Fire Fund
surcharge amount?

According to Ms. Steward, the Company commissioned a third-party actuarial
study of wildfire liability risk in the six PacifiCorp states to support the size of the
proposed Fire Fund surcharge. The study was conducted by Aon, an international
risk management and insurance brokerage firm, and was issued on April 2, 2024
(the “Aon Report”).!* The Company also sponsored testimony by Marhsall Nadel,

who has decades of experience related to energy industry insurance issues in the

07d. p. 3.

1 Utah Code § 54-24-302 (3)(b).

12 Based on the Company’s proposed allocation of Fire Fund surcharge revenues among customer classes,
RMP’s proposed surcharge would increase residential customer bills by approximately $3.70 per month.
13 See Highly Confidential Exhibit RMP___ (JRS-1).
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Western states to provide analysis examining the wildfire liability risks identified
in the actuarial study for Utah and to estimate the current amount of third party
liability coverage that would be reasonable to protect against the Company’s
wildfire risk in Utah.!*

What level of wildfire liability exposure does the Company conclude it should
be prepared to cover?

Witness Marshall Nadel recommends that the combination of excess liability
insurance (“ELI”), either through commercial policies or a self-insurance program,
and the Fire Fund should position the Company to cover fire liability claims of at
least $1 billion. '

Can you please comment on the fact that Mr. Nadel recommends a minimum
level of coverage but does not offer an upper bound on the appropriate range
of coverage?

Mr. Nadel’s recommendation establishes only a minimum level of coverage and
does not provide context regarding an appropriate upper bound, whether that
amount would be $1.1 billion, $10 billion, or some other figure. As discussed
further below, the Fire Fund is an extraordinary ratemaking mechanism that places
a significant financial burden on customers and should be minimized to the greatest
extent reasonably possible. Accordingly, for purposes of my testimony, I interpret

the Company’s recommended level of coverage to be $1 billion.

14 Confidential Direct Testimony of Joelle R. Steward, p. 9.
15 Confidential Direct Testimony of Marshall Nadel, pp, 3-4.
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How much ELI coverage has the Company procured?

RMP’s 2026 Excess Liability -from February 15, 2026, to February 15,

2027, has a limit 0f$_16

How much additional coverage would the Company need, in combination with

its ELI coverage, to have a combined coverage of $1 billion, as recommended

by Mr. Nadel?

Since the Company has $_0f ELI coverage, it would require $-

- of additional coverage to have a total amount of coverage that is equal to

$1 billion.

What is your assessment of RMP’s proposal to recover $109 million per year

from Utah customers through the Fire Fund surcharge?

I have several concerns with the Company’s proposal to recover $109 million per

year from Utah customers initially, to target a total fund size of $1,090 million over

ten years, plus interest. The proposed amount is excessive for the following

reasons:

e The proposed surcharge amount would result in total coverage between the ELI
and Fire Fund of approximately E{S_17 This is significantly greater
than the $1 billion total coverage amount the Company’s witness, Mr. Nadel

has recommended.

17 ELI coverage of

+ Fire Fund coverage of $1,090 million =

16 Rocky Mountain Power’s Suiilemental Information (April 7, 2026), Confidential Attachment A.

Redacted
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e Even if one were to accept Mr. Nadel’s recommendation that the combined ELI
and Fire Fund coverage “should position” the Company to cover fire liability
claims of at least $1 billion, it is not appropriate or necessary for current
customers to fund the entire liability risk today for an event which may or may
not occur in the future.

e I also have concerns regarding the actuarial studies set forth in the Aon Report,
upon which RMP relies to support its recommendation that the Fire Fund
surcharge be set at the maximum amount permitted under Utah law. In the
absence of better information, the report and the Company’s assessment have
informed my recommendations in this proceeding. However, I consider my
recommendations to be conservative, and my reliance on these studies for
purposes of informing those recommendations should not be interpreted as
acceptance, endorsement, or support of the report or the Company’s
conclusions.

What level of revenue do you recommend should be recovered through the

Fire Fund surcharge?

The Fire Fund surcharge should be minimized to the greatest extent reasonably

possible, and I recommend that the Commission deny the Company’s proposal to

establish a Fire Fund surcharge that would result in total ELI and Fire Fund
coverage exceeding Company witness Mr. Nadel’s recommended coverage levels.

Instead, I recommend that the Fire Fund surcharge be designed to recover

no more than _ annually, resulting in a Fire Fund totaling

Redacted
BIEBER/14
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approximately - plus interest, over a ten-year period. Under my

recommendation, the combined coverage provided by the Fire Fund and ELI would
equal the total estimated liability and property damage losses associated with a 1-
in-100-year event estimated in Scenario 3.3 of Aon’s actuarial study.!®* My
recommended level of coverage strikes a reasonable balance between preparing for
catastrophic wildfire risk and limiting the financial burden imposed on customers.
However, if the Commission determines that it is appropriate for RMP’s
total coverage, including both ELI coverage and the Fire Fund, to exceed the
estimated liability and property damage losses associated with a 1-in-100-year
event, then I recommend that the Fire Fund surcharge be designed to recover no
more than - annually, resulting in a Fire Fund totaling approximately
- plus interest, over a ten-year period. Under this alternative
recommendation, the combined coverage provided by the Fire Fund and ELI would
equal Mr. Nadel’s recommended level of coverage.
Please explain why your recommended coverage amount is based on the 1-in-
100-year event estimated in Scenario 3.3 of Aon’s actuarial study, as opposed

to a different scenario?

According to Mr. Nadel, the Aon Report provides _
_19 The Utah specific estimated liability and

property damage losses associated with a 1-in-100-year event for Scenario 3.3 is

8 ELI coverage of + Fire Fund coverage of $310.5 million = UT 1-in-100 yr PD + Liability
loss estimate of . See Highly Confidential Exhibit RMP__ (JRS-1), p. 52.
19 Direct Testimony of Marshall Nadel, p. 10.
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_,20 while the estimated liability and property damage losses associated
with a 1-in-100-year event for Scenario 1.2 is _.21 In other words, the
Utah specific estimated liability and property damage losses are_
- for Scenario 3.3 relative to Scenario 1.2.

As I explained above, notwithstanding my concerns regarding the actuarial
studies contained in the Aon Report, in the absence of better information, the report
and the Company’s assessment have informed my recommendations in this
proceeding. However, I consider my recommendations to be conservative.
Accordingly, to maintain a conservative approach, I have based my recommended
Fire Fund level on the results of _ from the Aon Report.

Why would it be inappropriate to establish a Fire Fund that results in a total
level of coverage, inclusive of the ELI, that exceeds the Company’s
recommended level of coverage?
Given that customers will fund the Company’s ELI through rates, it would not be
reasonable to require customers to also pay a Fire Fund surcharge that would
provide coverage in excess of what the Company’s own analysis indicates is
necessary.

The Fire Fund surcharge represents an extraordinary ratemaking mechanism
authorized by legislation enacted in response to recent catastrophic wildfires to
support RMP’s financial health and provide supplemental funding in the event other

available coverage proves insufficient. However, the surcharge also requires

20 Highly Confidential Exhibit RMP__(JRS-1), p. 52.
21 14, p. 59.
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current RMP customers, many of whom may no longer be customers in future
years, to provide substantial funding today for a potential future event that may
never occur.

While the statute may allow for a Fire Fund surcharge, it should be
minimized as much as reasonably possible to mitigate the burden on customers
today for an uncertain future event.

The proposed Fire Fund surcharge also raises significant intergenerational
equity concerns. Statistically, a catastrophic 1-in-100-year wildfire event has only
approximately a 9.6% probability of occurring during the proposed 10-year
surcharge collection period,?? while a 1-in-500-year event only has an approximate
2.0% probability of occurrence during that same period.?® If no qualifying wildfire
event occurs during that period, customers will have contributed very significant
amounts to a fund that may ultimately be returned through future rates to customers
who differ from those who funded the surcharge.

Conversely, in the unfortunate event that a catastrophic wildfire event does
occur, customers who began taking service before implementation of the surcharge
may contribute disproportionately more toward the Fire Fund than customers who
begin taking service later. In either circumstance, an excessively large Fire Fund
would exacerbate intergenerational inequities among customer groups and increase

the risk of over-collecting from present customers for uncertain future liabilities.

1

29— (1 - —)10 =9.6%

100
1

29— (1 - —)10 =2.0%

500

Redacted
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Notwithstanding your concern about establishing a Fire Fund surcharge that
results in total coverage that exceeds the Company’s total requested coverage
amount, is it necessary for the Company to have complete liability coverage
through the ELI and the Fire Fund for extreme catastrophic wildfire event?
No, it is not necessary. As I explain above, the estimated liability reflects modeled
losses associated with low-probability catastrophic wildfire scenarios that are
unlikely to occur during the proposed surcharge collection period. It is not
necessary to require customers to fully pre-fund the Company’s maximum modeled
liability exposure, particularly in light of the significant customer burden associated
with collecting substantial funding today for uncertain future events.

In the event a catastrophic wildfire event does occur in the future, the
Company could still rely on its ELI coverage and Fire Fund to address a significant
portion of the associated liabilities, while also seeking recovery from other
available funding sources or future ratemaking mechanisms, if necessary.

The proposed Fire Fund would take ten years to accumulate the target revenue
amount. What happens if a catastrophic wildfire occurs before that time?

From a practical standpoint, accumulating sufficient funding for catastrophic
wildfire events necessarily takes time. In light of the financial burden imposed on
customers, it would neither be practical nor desirable to recover the required
funding over a more accelerated timeline or to seek recovery of a materially higher

level of funding in order to accomplish the same objective.

Redacted
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Can you please provide some examples of your concerns with the actuarial

studies set forth in the Aon Report?

The results of Aon’s analysis

24 However, the process used to attribute fires to the Company

Further, as I explained above, Utah Senate Bill 224 limits damages

recoverable from electric utilities for fire-related claims. However,

24 Confidential Direct Testimony of Marshall Nadel, pp. 9-10.

2 See RMP’s Highly Confidential Response to DPU Data Request Set 5.1, reproduced in Highly
Confidential UAE Exhibit 1.1.

26 See RMP’s Highly Confidential Response to 1** Revised DPU Data Request 3.4, reproduced in Highly
Confidential UAE Exhibit 1.1.

Redacted
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Your recommended Fire Fund target revenue is designed to result in total ELI
and Fire Fund coverage that is equal to the total estimated liability and
property damage losses for a 1-in-100 year event. Please explain why this is
an appropriate amount?
As I explain above, the Fire Fund surcharge should be minimized to the greatest
extent reasonably possible in order to reduce the financial burden on today’s
customers and mitigate the intergenerational inequities that may result from the
surcharge. At the same time, the level of coverage produced by my
recommendation is substantial and would provide the Company with access to a
very significant amount of financial protection against wildfire-related liabilities
and property damage claims

It 1s neither necessary nor reasonable to require customers to fund coverage
levels designed to fully insulate the Company from every conceivable catastrophic
scenario, particularly where the probability of such an event occurring during the

next 10 years is relatively low. Moreover, in the event wildfire-related losses were

27 See Highly Confidential RMP Response to DPU Data Request 3.7 and 3.8, reproduced in Highly
Confidential UAE Exhibit 1.1.
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to exceed available ELI coverage and Fire Fund balances, it would be reasonable
for the Company to utilize other sources of funding, if necessary.

For these reasons, I recommend using the estimated liability associated with
a 1-in-100-year event to determine the appropriate amount to be recovered through
the Fire Fund. This approach strikes a reasonable balance between improving the
Company’s financial stability and preparing for the potential financial
consequences of a catastrophic wildfire event, while avoiding an unnecessarily
large surcharge on current customers for a relatively low-probability event.
Are you aware of any relevant precedent in the insurance industry that utilizes
a 1-in-100 exceedance threshold?
Yes. Flood insurance in the United States, which is provided almost exclusively
through the National Flood Insurance Program (“NFIP”) administered by the
Federal Emergency Management Agency (“FEMA”), utilizes a similar concept
through the designation of 100-year flood zones as elevated-risk areas.?® Although
flood and wildfire events differ in important respects, both involve low-frequency,
high-severity catastrophic risks that can result in widespread property damage and
significant financial losses. Properties located within designated flood-risk areas
are frequently required to maintain flood insurance as a condition of obtaining a

mortgage.?’ In that context, the 1-in-100 threshold has long been recognized as a

28 Federal Reserve Bank of New York, Flood Risk and Flood Insurance, Liberty Street Economics (Aug.
2025), available at: https:/libertystreeteconomics.newyorkfed.org/2025/08/flood-risk-and-flood-insurance/.
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reasonable balance between protecting the public from catastrophic risk and
avoiding overly stringent regulatory requirements.°

Please summarize your recommendation regarding the appropriate Fire Fund
target amount.

In summary, I recommend that the Fire Fund surcharge be limited to recovering no
more than $_ annually, which would result in a Fire Fund totaling
approximately $_ plus interest, over a ten-year period. Combined with
the Company’s ELI coverage, this level of funding would provide coverage equal
to the estimated liability and property damage losses associated with a 1-in-100-
year event under Scenario 3.3 of Aon’s actuarial study.

Alternatively, if the Commission determines that total coverage should
exceed the estimated losses associated with a 1-in-100-year event, I recommend
that the Fire Fund surcharge be limited to recovering no more than $_
annually, resulting in a Fire Fund totaling approximately _, plus
interest, over ten years. Under this alternative approach, the combined coverage
provided by the Fire Fund and ELI would equal Mr. Nadel’s recommended level of

coverage.

30U.S. Geological Survey, Floods and Recurrence Intervals, Water Science School, available at:
https://www.usgs.gov/water-science-school/science/floods-and-recurrence-intervals.
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IV. COST ALLOCATION
How does RMP propose to allocate the costs to be recovered through the Fire
Fund surcharge among customer rate schedules?
RMP witness Kenneth Lee Elder, Jr. explains that the Company proposes to
allocate Fire Fund costs to each customer class based on an equal percentage of
total base revenue.!
What reasons does the Company provide to justify its proposed allocation of
Fire Fund costs?
According to Mr. Elder, the Fire Fund would create a reserve to cover extraordinary
claims and is expected to be viewed favorably by credit rating agencies, thereby
supporting the Company’s overall financial stability. He also asserts that because
wildfire risk affects all aspects of utility operations, the Company proposes
allocating the Fire Fund to each customer class based on an equal percentage of
base revenue.*
What is your assessment of RMP’s proposed cost allocation for the Fire Fund
surcharge?
RMP’s proposal to allocate the Fire Fund surcharge costs to each customer class
based on an equal percentage of total base revenue is not aligned with the
underlying cost causation and should be denied. The need for financial coverage
for catastrophic wildfire risk is clearly caused by the presence of overhead

transmission and distribution line infrastructure. However, other major cost

3! Direct Testimony of Kenneth Lee Elder, Jr. p. 2.
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categories, such as variable fuel and purchase power, are not related to catastrophic
wildfire risk.

According to the Company, what types of assets cause catastrophic fire risk?
Company witness Mr. Nadel explains that transmission and distribution facilities

are the Company assets that are most likely to be involved in a potential wildland

fire ignition.*> Mr. Nadel also explains that_
discovery, the Company unequivocally confirms _
m

How do you recommend that Fire Fund surcharge costs should be allocated to
customer classes?

I recommend that the Fire Fund surcharge be allocated to customer classes based
on an equal percentage share of the transmission and distribution revenue
requirement, in recognition of the fact that wildfire risk is caused by transmission

and distribution assets.

33 Confidential Direct Testimony of Marshall Nadel, p. 9.

*d p. 8.

35 Highly Confidential RMP Response to UAE Data Request 2.11, reproduced in Highly Confidential UAE
Exhibit 1.1.
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Q. Has the Company previously proposed to allocate costs associated with
catastrophic wildfire risk among customer classes based on transmission and
distribution revenue requirement in any other jurisdictions?

A. Yes. In the Company’s 2024 general rate case in Oregon, the Company proposed a

Catastrophic Fire Fund, a mechanism it claimed would facilitate creation of a multi-
state risk pool for potential catastrophic events where third-party liabilities are in
excess of the Company’s insurance coverage.>® The Company explained that the
risk associated with catastrophic fires is correlated with the presence of overhead
line infrastructure and therefore proposed to allocate the Catastrophic Fire Fund to
each class based upon its share of unbundled distribution revenue requirement.’’
Additionally, in the Company’s 2024 general rate case in Idaho, the Company
proposed a Catastrophic Fire Fund, stating that the proposed fund would provide a
backstop fund available to facilitate managing what could be an existential financial
risk. The Company proposed to use the Catastrophic Fire Fund in the event there
are claims in excess of the annual insurance coverage limit.’® Similarly, the
Company explained that the risk associated with catastrophic fires is correlated with

the presence of overhead line infrastructure and therefore proposed to allocate the

36 In the Matter of PacifiCorp d/b/a Pacific Power Request for a General Rate Revision, Docket No. UE

433, Direct Testimony of Joelle R. Steward (February 14, 2024), p. 2.

37 In the Matter of PacifiCorp d/b/a Pacific Power Request for a General Rate Revision, Docket No. UE

433, Direct Testimony of Robert M. Meredith (February 14, 2024), p. 27.
38 In the Matter of the Application of Rocky Mountain Power for Authority to Increase its Rates and

Charges in Idaho and Approval of Proposed Electric Service Schedules and Regulations, Case No. PAC-E-

24-04, Direct Testimony of Joelle R. Steward (May 2024), p. 45.
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Catastrophic Fire Fund to each class based upon its share of distribution and
transmission revenue requirement.>

Notably, while the Company proposed to allocate Catastrophic Fire Fund costs
based on relative distribution and/or transmission revenue requirements, both

proposals were ultimately withdrawn.*°

V. FIRE FUND TRUST ADMINISTRATION

Q. Do you have any concerns about the administration of the trust that will hold
the Fire Funds?

A. Yes. As an initial matter, the Company provided the Declaration of Trust for the
Fire Fund in a supplemental filing on April 30. I did not have sufficient time to
review the Trust document in sufficient detail to render an opinion as to whether it
adequately protects Utah ratepayers, and I reserve the right to comment on the Trust
document in subsequent rounds of testimony.

In addition to the Trust document itself, I am concerned that the mechanism
for Company access to funds in the trust places ratepayers at risk. My first concern

relates to Company access to amounts in the Fire Fund to pay a judgment. My

39 In the Matter of the Application of Rocky Mountain Power for Authority to Increase its Rates and
Charges in Idaho and Approval of Proposed Electric Service Schedules and Regulations, Case No. PAC-E-
24-04, Direct Testimony of Robert M. Meredith (May 2024), p. 16.

40 See In the Matter of PacifiCorp d/b/a Pacific Power Request for a General Rate Revision, Docket No.
UE 433, Reply Testimony of Joelle R. Steward (July 26, 2024), p. 4; See also In the Matter of the
Application of Rocky Mountain Power for Authority to Increase its Rates and Charges in Idaho and
Approval of Proposed Electric Service Schedules and Regulations, Case No. PAC-E-24-04, Settlement
Stipulation (December 6, 2024), p. 7.
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second concern relates to Company access to amounts in the Fire Fund when the
Company does not have an approved wildland fire mitigation plan.

Please explain your concerns about the mechanism for Company access to
funds in the event of a judgment.

Utah law states that the Company “may disburse funds from [the] Utah fire fund to
pay eligible payments.”*! Utah law allows ratepayers to challenge the Company’s
use of amounts in the Fire Fund in certain circumstances. Specifically, “[i]n a rate
case or other appropriate proceeding, any party may challenge the amount of the
disbursement from the large-scale electric utility’s fire fund used for the settlement
of a fire claim.”*? However, “[t]he use of a Utah fire fund to pay a judgment relating
to a fire claim is considered prudent and is not subject to challenge.”® These
statutory provisions allowing ratepayers to challenge disbursements from the Fund
to pay for settlements but not for judgments may create an incentive for the
Company to act in a way that is not in the public interest. Since disbursements to
pay judgments are not subject to challenge, the Company could simply choose not
to defend fire claims (or not to offer a good faith defense to them), thus insulating
itself from challenges for subsequent disbursements from the Fund to pay a

judgment.

41 Utah Code § 54-24-302(2)(b).
2 Id. § 54-24-302(4)(a).
B Id. § 54-24-302(4)(c).
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Do you have a recommendation to address this concern?

Yes. To protect ratepayers, as a condition of finding that the Fire Fund is in the
public interest, I recommend that the Commission require the Company to put up a
good faith defense to any claim before it may disburse any amounts from the Fire
Fund to pay for a judgment.

Please explain your concerns about the mechanism for Company access to
funds when the Company does not have an approved wildland fire mitigation
plan.

When enacting the Utah Fire Fund legislation, the Utah Legislature included
provisions that limit economic and non-economic damages in the event someone is

harmed from a utility-caused fire.**

However, these limitations only apply if the
Company has an approved wildland fire protection plan before the fire and if the
Company is not in material non-compliance of its approved wildland fire protection
plan in the area of the fire at issue.*’

Do you have a recommendation to address this concern?

Yes. To protect ratepayers, as a condition of finding that the fire fund is in the
public interest, I recommend that the Commission find that the Company can only
access the Fire Fund to pay for claims if the Company has an approved wildland
fire mitigation plan and is in compliance with that plan in the area of an ignition.

Does this conclude your direct testimony?

Yes, it does.

“1d. § 54-24-303.
4 14, § 54-24-303(6)
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