BEFORE THE PUBLIC SERVICE COMMISSION OF UTAH

In the Matter of the Request of Rocky
Mountain Power for Approval of a
Utah Fire Fund

Docket No. 25-035-61

REDACTED DIRECT TESTIMONY

AND EXHIBIT

BRADLEY G. MULLINS

SUBMITTED ON BEHALF OF THE

UTAH LARGE CUSTOMER GROUP

May 11, 2026



TABLE OF CONTENTS

L Introduction and SUMMATY .........coooiiiiiiiiiiiie et s 1
II. Background..........oooiiiiiiieeiiece e s e 3
I1I. FUnding Levels......ccuuiiiiieeeeeeeeee ettt et s 6
IV, Full Self-INSUTANCE......cccuiiiiiiiiiiiieeieete et 9
V. Situs WIlAfire RISK.......cooueiiiiiiiiiii e 10
VI.  BankruptCy ProteCtion ...........ccceeeeiiieeiieeiiie et 12
VIL CONCIUSION ...ttt ettt ettt e st ens 14
LIST OF EXHIBITS
Exhibit BGM-1 Qualification Statement of Bradley G. Mullins
REDACTED Direct Testimony il Docket No. 25-035-61

and Exhibit of Bradley G. Mullins Utah Large Customer Group



10

11

12

13

14

15

16

17

18

19

20

21

22

I. INTRODUCTION AND SUMMARY

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Bradley G. Mullins. My business address is Varikkotie 17, 90150 Oulu
Finland.

BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?

I am the Principal Consultant for MW Analytics, an independent consulting practice
representing utility ratepayers before state public utility commissions in the Western
United States.

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING?

I am testifying on behalf of the Utah Large Customer Group (“UTLCG”). The UTLCG is
an unincorporated association whose members are large energy users located in Utah that
receive electrical services from Rocky Mountain Power (“RMP” or the “Company”).
UTLCG members primarily receive electric service through RMP Electric Service
Schedule No. 9, General Service — High Voltage, supplied at approximately 46 kV or 69
kV or greater.

PLEASE SUMMARIZE YOUR QUALIFICATIONS.

Since 2013, I have been employed with MW Analytics as an independent energy and
utilities expert consultant. I have sponsored expert witness testimony in many regulatory
proceedings on various subject matters, including revenue requirement, regulatory
accounting, rate development, and new resource additions. I have a Master of Accounting
degree from the University of Utah. A qualification statement and list of recent regulatory

appearances can be found in Exhibit BGM-1.
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Q. WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY?

I discuss RMP’s request for approval of a Utah Fire Fund, pursuant to the Wildland Fire

Planning and Cost Recovery Act, included within the 2024 SB 224, Energy Independence

Amendments legislation, Part 3 (hereinafter, the “Utah Fire Fund Legislation™).!

Q. PLEASE PROVIDE A SUMMARY OF YOUR PRIMARY RECOMMENDATIONS

AND CONCLUSIONS.

A. The UTLCG does not oppose the creation of a Utah Fire Fund subject to the following

reservations and conditions:

1.

Funding Levels — 1 recommend the Commission defer its determination of Utah
Fire Fund funding levels to the upcoming General Rate Case, as those levels are
best determined in conjunction with the level of excess liability insurance (“ELI”)
costs included in base rates.

Self-Insurance — I recommend the Commission Direct RMP to conduct a ratepayer
impact study analyzing the extent to which the Utah Fire Fund may be used as a
replacement for ELI policies due for renewal in February 2027.

Situs Wildfire Risk — 1 recommend the Commission order RMP to transition the
jurisdictional allocation of wildfire risk within PacifiCorp’s multi-state service
territory to be based on a situs assignment to wildfires located within a state.

Fund Structure — 1 recommend the Commission not approve any surcharge or
contributions to the Utah Fire Fund until it can be firmly-established that the fund
assets are protected from bankruptcy, although this may require a legislative
solution.

I Utah Code
amendments.
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II. BACKGROUND

WHAT BROUGHT ABOUT THE CREATION OF THE UTAH FIRE
LEGISLATION?

The Utah Fire Fund Legislation followed several major wildfires in the West involving
massive electric utility liability. The Commission is aware of the devastating 2020 Oregon
wildfires and the financial implications of the associated lawsuits on RMP.? Prior to that,
the devastating 2017 Napa Valley and 2018 Camp fires in Northern California led Pacific
Gas & Electric, the largest investor-owned utility in the country, to file for Chapter 11
bankruptcy reorganization in 2019. Following these and other similar events, the
availability of commercial liability insurance for electric utilities has diminished and the
cost has increased significantly. Therefore, many jurisdictions have been considering
alternatives like transitioning to forms of self-insurance, through vehicles like the Utah Fire
Fund, to address the challenges associated with commercial liability insurance.

WHAT DOES THE UTAH FIRE FUND LEGISLATION PROVIDE?

Among other things, the Utah Fire Fund Legislation provides a framework for RMP to
create a separate account to hold wildfire liability reserves in order to “to supplement other
forms of insurance....”®> The fund would be financed through “a reasonable and prudent
fire surcharge that a large-scale electric utility may charge to the large-scale electric utility
customers, as approved by the commission in a rate case, to be collected over a 10-year
period from the date of the commission’s approval of the Utah fire fund.”* The surcharge

amount is limited, however, in that it must “not result in an increase over current rates: (i)

2 James et al. v. PacifiCorp et al., Case No. 20CV33885, Multnomah County Circuit Court.
3 Utah Code § 54-24-301(1)(e).
41d. at (3)(a).
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for all customers, more than 4.95%:; and (ii) for an average residential customer more than
$3.70 a month.”

HOW DOES THE UTAH FIRE FUND LEGISLATION IMPACT RMP’S
LIABILITY?

The Utah Fire Fund Legislation provides that a plaintiff may recover fire claims for “(a)
economic losses to compensate for damage to property; and (b) noneconomic losses to
compensate for pain, suffering, and inconvenience.”® Noneconomic losses, however, are
limited to $100,000 per individual or $450,000 in the case of physical injury,’ although
these limits do not apply to a wrongful death action. These limits are important because
the majority of the massive damages in the 2020 Oregon wildfire lawsuits related to non-
economic damages. Thus, these limitations significantly reduce RMP’s wildfire claims
risk as compared to pre-Utah Fire Fund Legislation and what has been observed in
judgments in other jurisdictions. Considering the range of non-economic damages at issue
in recent jury awards, limiting liability for non-economic damages is a major ratepayer
benefit of the Utah Fire Fund Legislation, and it would be important to ensure that such
benefit is recognized in any solution that the Commission adopts.

DOES THE UTAH FIRE FUND LEGISLATION LIMIT THE SOLUTIONS THE
COMMISSION CAN PURSUE?

Not necessarily. Although I am not an attorney, my understanding is that the Commission
has broad authority to adopt regulatory measures to address wildfire liability risk, using

structures similar to the Utah Fire Fund, without needing separate legislation. While the

S1d. at § 54-24-301(4)(b).
6 Id. at § 54-24-303(2).
71d. at § 54-24-303(4).
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Utah Fire Fund Legislation provided a template from the Legislature, there are several
alternatives the Commission could pursue to address wildfire liability risk. For example,
wildfire self-insurance could be implemented by the Commission, through its general
accounting oversight. In other words, the Commission could theoretically require RMP to
create a special financial account to hold self-insured wildfire liability reserves, in a manner
nearly identical to the Utah Fire Fund. Indeed, similar pursuits are occurring in other RMP
states, even though they lack a statutorily-created fire fund. From that perspective, the
Commission could potentially adopt an independent solution similar to the Utah Fire Fund
but with different parameters, such as different funding periods or funding levels.
Notwithstanding, working first within the Utah Legislature’s desired framework should be
a preferred approach, which is what the UTLCG recommends.
WHAT IS THE UTLCG’S POSITION ON THE UTAH FIRE FUND?
The UTLCG has four principal objectives with respect to the Utah Fire Fund. First, the
Commission should ensure a balance between minimizing rate impacts while maximizing
the benefits associated with the fund. To accomplish this, however, it is necessary to
address and consider the commercial wildfire liability insurance costs included in rates.
Like the implementation of a Utah Fire Fund, the commercial wildfire liability insurance
costs included in rates can only occur in the context of a general rate case. Therefore, the
UTLCG recommends that the appropriate funding levels for the Utah Fire Fund be
evaluated in RMP’s upcoming general rate case, in conjunction with commercial wildfire
liability costs and the overall rate impact of that proceeding.

Second, and consistent with this objective, UTLCG also recommends that the

Commission evaluate using the Utah Fire Fund to transition RMP towards full self-
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insurance for excess wildfire liability risk, and recommends the Commission require RMP
to study this option in the upcoming general rate case.

Third, UTLCG is interested in isolating the wildfire liability risk to Utah customers
to wildfires located in the state. If Utah customers are to contribute money towards the
Utah Fire Fund to address wildfire liability risk in Utah, it would be inequitable to require
customers to also continue to bear the wildfire liability risk of other states. This situs
assignment should also be evaluated in RMP’s upcoming rate case.

Fourth, the fund assets must be protected from bankruptcy. This issue, however,
raises legal issues which I recommend undergo further scrutiny through legal briefing. For
purposes of this testimony my recommendation is that the Commission defer approval of
any funding for the Utah Fire Fund until it can be determined that the fund assets are
protected from bankruptcy.

III. FUNDING LEVELS

CAN THE COMMISSION APPROVE A UTAH FIRE FUND OUTSIDE OF A
GENERAL RATE CASE?

In its March 10, 2026 Notice of Legal Conclusion and Virtual Scheduling Conference
(“Legal Conclusion”) the Commission determined based upon language in the Utah Fire
Fund Legislation, that “it may not lawfully approve RMP’s implementation of a Utah fire
fund outside of a [General Rate Case “GRC”].”® The Commission also found, however,
that it is not precluded “from hearing evidence and making findings and conclusions
pertaining to RMP’s Request, notwithstanding [its] inability to authorize implementation

of a surcharge.”

8 Notice of Legal Conclusion and Virtual Scheduling Conference, Docket No. 25-035-61, p. 2 (Mar. 10, 2026).
°Id. atp. 6.
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HOW DOES THAT NOTICE AFFECT THE SCOPE OF THIS PROCEEDING?
The various aspects of the Utah Fire Fund are largely intertwined with the level of the
surcharge itself, so the scope of issues unrelated to the surcharge that are still under
consideration in this docket is somewhat ambiguous. The purpose of this proceeding, as I
understand it, is to begin defining and evaluating the major issues associated with a Utah
Fire Fund, while reserving the final decisions surrounding the surcharge itself for the GRC.
This includes evaluating the threshold merits and potential structure of a Utah Fire Fund,
or whether an alternative regulatory measure might better serve the public interest.

Q. WHY IS IT IMPORTANT TO EVALUATE ISSUES SURROUNDING THE
SURCHARGE IN THE GRC?

A. A principal justification for the a Utah Fire Fund is to increase wildfire liability coverage
and reduce the cost in rates associated with commercial liability insurance.' If RMP
decides to pursue all available wildfire liability insurance policies regardless of cost, while
also implementing the Utah Fire Fund, not only will costs rise inefficiently for customers,
but the value of the fund will also be diminished. DPU has likewise recognized that “[i]f

the Company maintains high ELI levels alongside the new UFF without a coordinated

10 Energy Independence Amendments, Hearing Before the Senate Natural Resources, Agriculture, and Environment
Committee (Feb. 13, 2024) (statements of Sen. Scott D. Sandall) (“As far as the balance between building a self-
insured fund and what it may do to ratepayers, I will say that we can continue to have those discussions. But it’s like
if anybody in their private business has determined to self-insure, they understand what those risks are. They also
understand that over time the goal is to make it less expensive to self-insure. I mean, that is the goal if you are going
to take on an automobile policy self-insured as a company or whatever. You believe that you can do it and manage it
better than selling it off to an insurance company to do that for you. So, as you consider the steep climb in rates, the
steep increase in rates that Rocky Mountain Power is now assuming to buy liability insurance, where is the breaking
point with self-insuring and assuming some of that risk back? I think we can find that. I think we can understand
what that is. But I do think that the goal long term, at least over the next 10 years, is to be able to accumulate the fund
and decrease that liability and the amount of money that Rocky Mountain Power right now is passing those increased
costs, possibly up to $100 million a year to buy liability insurance for fire. They are passing that off through the
Public Service Commission to the ratepayers. So hopefully what we would do is be able to lower that at the same
time build a self-insured fund, or allow them to build a self-insured fund.”).
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review, ratepayers risk overpaying for redundant risk-mitigation structures.”!! In addition
to the insurance issues, consideration of these issues in a GRC allows for all other financial
considerations affecting the Company, including creditworthiness and investments
intended to prevent or mitigate fire risk. Accordingly, it is essential that the surcharge and
insurance levels be evaluated together in the GRC.

HAS RMP MADE RECENT CHANGES TO ITS COMMERCIAL LIABILITY
INSURANCE PROCUREMENT?

Without discussing the confidential details of RMP’s February 2026 policy renewals, it is
important for the Commission to acknowledge the major changes that occurred with
respect to those renewals. Those renewals not only changed the timing of RMP’s annual
policies but also marked a significant change in the way Berkshire Hathaway Energy
procures insurance for its subsidiaries. These major changes affected PacifiCorp and its
multi-state jurisdiction, as well as the insurance policies of its sister utilities, such as NV
Energy, which are currently under consideration in other jurisdictions. These changes
further reinforce the need for state-specific solutions, so that the Utah Commission can
determine what is best for Utah customers. RMP’s new liability insurance procurement
practices ought to be considered in conjunction with the Utah Fire Fund funding levels in
a manner consistent with how and why the Utah Fire Fund statute was enacted.

CAN THE COMMISSION INFLUENCE THE LEVEL OF LIABILITY
INSURANCE RMP PROCURES BEGINNING IN FEBRUARY 2027?

RMP’s next round of ELI policy renewals will take effect in February 2027. By the time

of the rate effective date of RMP’s upcoming GRC, these new policies will be in effect.

" DPU Comments, Docket No. 25-035-61, p. 4 (Jan. 16, 2026).
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Accordingly, the Commission’s decision in this docket, as well as its decision in the
anticipated GRC, may influence the amount of liability insurance needed in the coming
renewal period. As I discuss below, this is an important opportunity for the state to begin
evaluating full (or a path towards full) self-insurance through the Utah Fire Fund.

IV. FULL SELF-INSURANCE

IS THE UTAH FIRE FUND A FORM OF SELF INSURANCE?

Yes. Self-insurance involves retaining risk internally instead of relying on third-party
insurers. To manage liability risk, however, self-insurance typically involves establishing
funds held in reserve that are intended to cover future claims as they arise. The Utah Fire
Fund is effectively a form of self-insurance reserves.

IS IT MORE COST EFFECTIVE TO USE THE UTAH FIRE FUND IN PLACE OF
WILDFIRE LIABILITY INSURANCE?

Potentially. Instead of spending tens of millions on wildfire liability insurance for Utah
customers, it may be more cost effective to accrue funds to the Utah Fire Fund in order to
self-insure the same risk. However, this requires an evaluation of the cost and availability
of the commercial policies for the upcoming renewal period beginning in February 2027.
The cost of those policies will be a subject of consideration in the upcoming general rate
case. Thus, the analysis to determine whether full self-insurance is cost effective should
also be evaluated in the general rate case.

IS FULL SELF-INSURANCE POSSIBLE UNDER THE UTAH FIRE FUND
STATUTE?

Utah Code 54-24-301(4)(b) limits the amount of the fund as follows: “... that the fire

surcharge does not result in an increase over current rates: (i) for all customers, more than

REDACTED Direct Testimony Page 9 Docket No. 25-035-47
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193 4.95%:; and (11) for an average residential customer more than $3.70 a month.” However,
194 when calculating the potential rate increase from the Utah Fire Fund surcharge, it may be
195 worth considering the savings associated with eliminating commercial liability insurance
196 mn the additional cost of the surcharge. Part of this equation, however, requires the
197 Commission to determine ratepayer savings in avoiding commercial liability insurance
198 costs against the prudent level of commercial liability insurance costs that would otherwise
199 be included in rates. This is the type of analysis that I recommend take place in the rate
200 case.

201 Q. WHAT DO YOU RECOMMEND?

202 A I recommend that the Commission require RMP to present a study transitioning to full self-
203 msurance through the Utah Fire Fund. This may involve, for example, offsetting the cost
204 of commercial liability insurance included in rates with additional contributions to the Utah
205 Fire Fund.

206 V. SITUS WILDFIRE RISK

207 Q. HOW WERE WILDFIRE RISKS ALLOCATED ACROSS PACIFICORP’S

208 JURISDICTION PREVIOUSLY?

209 A Historically, wildfire liability insurance costs and risk have been allocated on a system
210 basis under the 2020 Multi-State Protocol. RMP has historically procured liability
211 msurance for its entire system and allocated the cost of those policies to the six states within
212 its jurisdiction based on the rolled in System Overhead allocation factor. Under RMP’s
213 most recent policy renewals, that approach has changed somewhat, as RMP is now
214 procuring separate policies for individual states. Notably, RMP witness Joelle Steward

215 testified in this docket that |G

REDACTED Direct Testimony Page 10 Docket No. 25-035-47
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216 ]
217 I 2 This
218 transition supports situs-based allocation and the approach should be formalized by the
219 Commission.

220 Q. WHY IS IT IMPORTANT TO ISOLATE THE RISK OF WILDFIRES TO THE
221 STATES WHERE THEY OCCUR?

222 A Wildfire management is an integrated state effort, and RMP plays an important role in that

223 effort. However, Utah has no jurisdiction or oversight into the wildfire and forest
224 management policies of other states, and therefore, it should not bear the wildfire risk
225 associated with facilities in those states.

226 Q. IS IT FAIR FOR UTAH CUSTOMERS TO CONTRIBUTE TO THE UTAH FIRE
227 FUND, WHILE STILL BEARING WILDFIRE RISK FROM OTHER STATES?

228 A No. As a general principle, if Utah is contributing more towards wildfire liability risk

229 through the Utah Fire Fund to reduce the financial risk of wildfires in Utah, it should not
230 also bear the financial risk of wildfires located in other states. Otherwise, the result will
231 have Utah customers bearing a disproportionate level of financial risk for wildfires relative
232 to other states.

233 Q. WHAT IS YOUR RECOMMENDATION?

234 A I recommend the Commission require RMP to transition to situs allocation of wildfire
235 liability risk, such that Utah ratepayers are only responsible (as approved by the
236 Commission) for the financial risk of wildfires located in Utah and not for any other states
237 mn PacifiCorp’s service territory.

12 Direct Testimony of Joelle R. Steward, p. 10.
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VI. BANKRUPTCY PROTECTION

DOES THE UTAH FIRE FUND LEGISLATION ESTABLISH A STRUCTURE
FOR HOLDING THE UTAH FIRE FUND ASSETS?

The Utah Fire Fund Legislation requires a utility to “open a separate investment account
designated as the Utah fire fund to hold all assets” of the Utah Fire Fund.!* Further the
Utah Fire Fund Legislation requires that RMP executives serve as the signatories on that
account. '

DOES THIS STRUCTURE PROVIDE BANKRUPTCY PROTECTION?

I am not an attorney. My understanding, however, is that funds held in a corporate
investment account provide little protection in the case of bankruptcy. Absent a more
robust legal structure, it is possible that the Utah Fire Fund funds contributed by Utah
ratepayers could be drawn into a bankruptcy estate and effectively used to satisfy liabilities
driven by another state. The devastating financial consequences of the 2020 Oregon
wildfires on PacifiCorp underscore the urgency of this concern. To its credit, the Company
has provided a draft Declaration of Trust that, if approved in current form, would establish
the PacifiCorp Utah Wildfire Fund as a Nevada business trust. Under Section 2.3(d) of
that draft, Fund Assets “shall not constitute property of any estate of Company (or any of
its Affiliates) under section 541 of the Bankruptcy Code.” However, it remains to be
demonstrated through legal analysis that this structure would in fact survive challenge in
bankruptcy proceedings—particularly given that the Company must retain significant

control through officer designations. Such an outcome would contradict the purpose of the

Utah Fire Fund Legislation and should be avoided. Further, because it is a draft that is

13 Utah Code § 54-24-302(1)(a).
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presumably still in progress, now is the time to identify the issues necessary to bolster its
enforceability before it is finalized.

CAN THE UTAH FIRE FUND BE PUT IN A TRUST TO AVOID THIS
OUTCOME?

Potentially. Based on a plain read of Utah Code section 54-24-302(a), there seems to be
no prohibition on putting the funds in a trust, provided that the designated RMP executives
are the account signatories.

DO ALL TRUSTS PROVIDE BANKRUPTCY PROTECTION?

No. Again, | am not an attorney, but my understanding is that only certain trusts can
provide protection against bankruptcy. The ultimate protection of such a structure involves
a highly technical and complex legal framework, which I recommend be addressed through
briefing. Without getting into the legal issues, however, it is also important to recognize
that these types of trust frameworks are highly complicated and can often involve severely
negative tax consequences. For example, these types of trusts are often taxed as separate
trust entities at high tax rates. Further, funds contributed to such a trust may not be tax
deductible, at least immediately, creating long-term tax costs associated with the Utah Fire
Fund assets. Finally, the manner of distribution of funds from these types of trusts requires
much more up-front definition, and distributions from an irrevocable trust generally require
the parameters for a distribution to be established in advance, without the trustor or
beneficiary being able to change the outcome. Given these risks and complexities, the
question of the Utah Fire Fund’s bankruptcy protection warrants the Commission’s due

consideration, particularly prior to the draft’s finalization.
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IS IT POSSIBLE THAT THE UTAH FIRE FUND STRUCTURE ESTABLISHED
BY THE LEGISLATURE CAN NOT BE PROTECTED FROM BANKRUPTCY?
The Utah Fire Fund Legislation is very specific about how the fund must be established,
including the creation of an account held by the Company with its executives as the
signatories. With this structure, it may not be possible to fully protect the Utah Fire Fund
Assets from bankruptcy. If this is the case, further legislation may be required to ensure
that Utah ratepayer’s funds are protected. Such legislation may include, for example,
transitioning the Utah Fire Fund to a state managed fund, rather than a utility managed
fund. If it is determined that the current legislation does not provide adequate protections,
I recommend the Commission work with the Legislature to improve the protections of the
fund through alternative legal structures.

WHAT IS YOUR RECOMMENDATION?

I recommend that no funds be contributed to the Utah Fire Fund until there is a concrete

strategy to protect the fund assets from potentially being drawn into a bankruptcy estate.

VII. CONCLUSION

PLEASE SUMMARIZE YOUR RECOMMENDATIONS.

As an overall principle, wildfire management needs to be an integrated statewide effort,
and addressing the financial risk of wildfires along with the ratepayer impacts is an
essential part of that statewide effort. As a provider of an essential public service, RMP
plays an important role in that effort. Notwithstanding, further analysis is necessary and
needs to be performed in the context of the general rate case to establish the most beneficial

framework for ratepayers. Consistent with this, I recommend the Commission:

REDACTED Direct Testimony Page 14 Docket No. 25-035-47
and Exhibit of Bradley G. Mullins Utah Large Customer Group



304
305
306

307
308

309
310

311
312

313

314

1. Determine the final Utah Fire Fund surcharge levels in conjunction with
the level of commercial liability insurance costs in the coming general rate
case;

2. Require RMP to study full self-insurance through the Utah Fire Fund in
the coming general rate case;

3. Transition the interjurisdictional allocation of wildfire liability risk to be
based on situs-assignment to the states where the wildfires are located; and,

4. Defer approval of any surcharge collection until it can be concretely
determined that the Utah Fire Fund assets are protected from bankruptcy.

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

Yes.

37776889 _v4
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