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Q. PLEASE STATE YOUR NAME, BUSINESS ADDRESS, AND EMPLOYMENT FOR 1 

THE RECORD. 2 

A. My name is Jeremy Hirschi. My business address is Heber Wells Building, 160 E. 3 

300 South, Salt Lake City, Utah 84114. I am employed by the Utah Division of Public 4 

Utilities (“Division” or “DPU”), Utah Department of Commerce as a Utility Technical 5 

Consultant. 6 

Q. ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING? 7 

A. I am testifying on behalf of the Division. 8 

Q. WOULD YOU SUMMARIZE YOUR EDUCATIONAL AND WORK BACKGROUND 9 

FOR THE RECORD? 10 

A. I have a bachelor’s degree in accounting from Utah State University and a master’s 11 

degree in accounting with an emphasis in tax from Weber State University. I have 20 12 

years of professional financial work experience, including performing external CPA 13 

audits and other financial audit work for 8 years. In addition, I have 10 years of 14 

experience working in financial leadership positions in state and local government 15 

positions, holding positions such as Finance Controller and Chief Financial Officer. I 16 

am currently licensed as a Certified Public Accountant in Utah, and I’ve been with 17 

the Division for 2 years. 18 

SCOPE OF TESTIMONY 19 

Q. PLEASE DESCRIBE THE PURPOSE OF YOUR TESTIMONY FOR THIS DOCKET. 20 

A. The purpose of my testimony is to provide the Division’s analysis, findings, and 21 

recommendations to the Public Service Commission of Utah (Commission) 22 

regarding the reasonableness of Rocky Mountain Power’s (RMP or Company) 23 

request for approval of a Utah Fire Fund (UFF).  24 
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Q. WHAT IS THE UFF? 25 

A. The UFF is a dedicated financial reserve designed to supplement a large-scale 26 

electric utility's existing insurance coverage for paying eligible third-party damage 27 

claims resulting from catastrophic wildland fires. The need for the fund arose from 28 

the increasing frequency and severity of wildfires across Western states (specifically 29 

those in California and Oregon), which have produced extraordinary liability claims 30 

that severely threaten financial stability, credit ratings, and the infrastructure of 31 

electric utilities. To proactively mitigate this risk, the Utah Legislature passed Senate 32 

Bill 224, Energy Independence Amendments, during the 2024 legislative session, 33 

which was signed by the governor on March 13, 2024.1 Through this legislation, 34 

lawmakers authorized the creation of the UFF and established legal limits on the 35 

amount of damages that can be recovered from electric utilities for fire claims. The 36 

legislature determined that the fund will be financed through a capped customer 37 

surcharge and must be maintained in a restricted trust to provide critical liquidity if a 38 

devastating fire in Utah exhausts a utility's commercial insurance coverage. 39 

Q. PLEASE SUMMARIZE THE COMPANY’S REQUEST IN THIS DOCKET. 40 

A. Pursuant to Utah Code section 54-24-301, the Company requests Commission 41 

approval to create a UFF to pay eligible Utah fire claims. The Company seeks to 42 

establish a surcharge averaging a 4.48 percent increase for each class.2 This 43 

monthly surcharge amounts to an increase of $3.70 for an average residential 44 

customer.3 The Company requests to collect the surcharge from customers over a 45 

10-year period from the date of the Commission’s approval of the UFF, with a 46 

corresponding review in 5 years.4 Over the 10-year period, the Company expects to 47 

 
1 S.B. 224, 65th Leg., 2024 Gen. Sess., https://le.utah.gov/Session/2024/bills/static/SB0224.html. 
2 RMP’s Notice of Create of Utah Fire Fund and Request for Commission Approval (Nov. 26, 2025) at 5. 
3 Id. 
4 Id. at 6. 
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collect $1,090 million, or $109 million per year.5 The UFF will be governed by a 48 

Master Trust Agreement (MTA or Trust).6 49 

Q. WHAT ARE THE DIVISION’S RECOMMENDATIONS REGARDING THE 50 

COMPANY’S REQUEST? 51 

A. The Division supports the establishment of a UFF as authorized by Utah Code 52 

section 54-24-301 but proposes that the Commission consider changes in key 53 

aspects of the mechanism design: 54 

1. Set the target amount at $406 million instead of the Company’s proposed $1 55 

billion target. The lower amount would be collected over 10 years, resulting in a 56 

1.68% increase or $1.38 per month for a typical residential customer.  57 

2. The UFF surcharge should be established in a schedule that synchronizes with a 58 

reduction of allowed excess liability insurance (ELI) premiums that reduces to 59 

zero and is replaced by an appropriate amount of self-insurance for wildfire 60 

liability and ELI. Alternative schedules could also be reasonable. 61 

3. The Fire Fund investment plan should include a reasonable target of risk that 62 

exceeds a risk-free rate of return but does not expose proceeds to the full risk of 63 

the market. 64 

4. Place a cap on the UFF balance that helps to prevent an overaccumulation of 65 

funds, with funds that exceed the cap each year refunded to ratepayers. 66 

5. The Company should provide the UFF annual report on a calendar year basis to 67 

ensure consistency and comparability to financial statements and results of 68 

operations. 69 

6. The annual report should include a comparative analysis of annual return on UFF 70 

investments compared side by side to annual interest rate, S&P 500 index 71 

 
5 Id. at 5. 
6 Direct Test. of Nikki L. Kobliha (Nov. 26, 2025) at 3:59-67; RMP’s Draft Master Trust Agreement (Apr. 
30, 2026). 
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annual performance, average U.S. 10-year Treasury bill interest rate during the 72 

period, and the Company’s allowed rate of return on equity. 73 

7. As there was inadequate time to review the proposed trust prior to filing direct 74 

testimony, the Division expects to provide recommendations regarding the 75 

prudency and reasonableness of the arrangement and if it supports the public 76 

interest in future rounds of testimony or phases of UFF adjudication. 77 

Q. WHAT INFORMATION DID YOU ANALYZE TO MAKE YOUR 78 

RECOMMENDATION? 79 

A. I read and analyzed the UFF statute (Title 54, Chapter 24, Part 3) and each of the 80 

Company’s witness testimonies (namely Kevin Benson, Kenneth Lee Elder, Nikki L. 81 

Kobliha, Marshall Nadel, and Joelle R. Steward), including attached exhibits and 82 

supporting documentation. In addition, I submitted numerous data requests to the 83 

Company for further information regarding additional data and assumptions used in 84 

the actuarial study, ELI, and the Company’s Wildfire Mitigation Plan (WMP). In 85 

addition, I performed research, reviewed and analyzed the available information, and 86 

consulted with industry experts and colleagues. I have also received information 87 

about the details of the setup and functions of the fund itself, including the MTA, 88 

investment plan, and claims payout process. I have also sent data requests to the 89 

Company about the legal analysis of the separation of the UFF in the event of 90 

Company bankruptcy and reviewed the Company’s responses.   91 

Q. WAS THE AMOUNT OF TIME AND INFORMATION PROVIDED ADEQUATE TO 92 

EVALUATE THE STRUCTURE OF THE UFF? 93 

A. No. The complexity of the process to establish the UFF has caused a slow-94 

developing process. While the Company seems to have been diligently working on 95 

developing key terms and providing information as available, delays have limited 96 

review time for key terms. 97 
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The structure of the UFF is set up by the Company as a trust that dictates how it will 98 

operate, including the funds that it will hold, the investments it will make, and the 99 

payout proceedings. According to the January 30, 2026 Order, the PSC directed 100 

“RMP to include with the ELI rates and terms a final copy of the Trust that it intends 101 

to govern its Fire Fund or, if it is not yet completed, the date on which the Trust will 102 

be provided to the parties.”7 On April 7, 2026, RMP notified the Commission that the 103 

Company was “actively preparing a draft master trust agreement and now expects to 104 

provide it to the Commission and the parties on or around April 30, 2026.”8 A draft of 105 

the MTA was filed with the Commission on April 30, 2026, eleven days before the 106 

intervenor’s direct testimony deadline. Since the discovery turnaround timeline is 107 

fourteen days, this does not provide adequate time to request additional information 108 

in this round of testimony. Therefore, due to this delay and to prevent further delay in 109 

the proceedings, the Division reserves the right to present new findings and 110 

recommendations or modify opinions in further rounds of testimony on this docket, 111 

perhaps even in later phases. 112 

Q. DID THE COMPANY MAKE ASSURANCES DESPITE THE LATENESS IN 113 

DELIVERY OF THE MTA? 114 

A. Yes. The Company has assured the Division that the parties will have the time 115 

needed to review, make suggestions, and seek Commission resolution of 116 

any disputes about the MTA. It is the Division’s understanding that the Company 117 

views the process as an iterative one that will allow for any changes the Commission 118 

mandates through the entirety of this process. 119 

Q. WHAT ARE THE LEGAL REQUIREMENTS FOR APPROVAL OF A UFF? 120 

A. The UFF statute requires that the Commission approve the Company’s request if it 121 

“demonstrates to the commission’s satisfaction that the fund:  122 

 
7 Order Vacating Scheduling Order and Setting Deadlines (Jan. 30, 2026) at 5-6 (emphasis added). 
8 RMP Supplemental Information (Apr. 7, 2026) at 2 (emphasis added). 
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(i) is in the public interest; 123 
(ii) supports the financial health of the large-scale electric utility; and 124 
(iii) maintains or improves the large-scale electric utility's ability to deliver safe 125 
and reliable services;”9 126 

In addition, the surcharge cannot “increase rates for all customers, more than 4.95% 127 

and for an average residential customer more than $3.70 a month.”10 128 

Furthermore, the fund may not be set up to use “for payments related to any fire or 129 

property damage claim originating or occurring outside of the state.”11 130 

 131 

I will address the three items referenced above in the following order in my 132 

testimony:  133 

 134 
1. Supporting the Company’s financial health,  135 
2. Maintaining ability to deliver safe and reliable services, and  136 
3. The public interest. 137 

 138 
SUPPORTING COMPANY’S FINANCIAL HEALTH 139 

Q. DOES THE UFF SUPPORT THE COMPANY’S FINANCIAL HEALTH? 140 

A. Yes. The UFF naturally would provide an additional safety net for the Company in 141 

case of large lawsuits and would likely appear attractive to credit rating agencies. 142 

Ms. Steward affirms this in her testimony, stating that “having available liquidity 143 

through the Fire Fund to respond to a significant wildfire event in Utah would be 144 

viewed favorably by the investment community.”12  145 

 
9 Utah Code Ann. § 54-24-301(4). 
10 Id. 
11 Utah Code Ann. § 54-24-301(5). 
12 Direct Test. of Joelle R. Steward at 16:344-45. 
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Q. HOW DOES THE COMPANY’S WMP RELATE TO ITS REQUEST FOR 146 

APPROVAL OF A UFF? 147 

A. As of the date of this testimony, the Company does not have an approved WMP for 148 

any period after 2026. The UFF statute provides the Company with limitations on its 149 

liability for damages resulting from Company-caused wildfires. Section 54-24-303(3) 150 

provides certain limits on the amount of damages for economic loss to property. In 151 

addition, Section 54-24-303(4) limits the amount of recoverable damages for 152 

noneconomic loss to $100,000 for a person who is not physically injured in a fire and 153 

to $450,000 for a person who is physically injured as a result of the fire caused by 154 

the utility. Furthermore, these limitations on liability “apply unless: (a) the electrical 155 

corporation did not have a wildland fire protection plan approved by the electrical 156 

corporation’s own governing authority in place before the occurrence of the fire 157 

event.”13 This potentially means that the limitations of liability will not apply after 158 

December 31, 2026 unless a new wildland fire protection plan is approved by then.  159 

This could open the Company to a range of wildfire liability that is not reasonable nor 160 

prudent, as it is only the Company that can present a WMP that meets the 161 

requirements for approval. In considering the Company’s UFF request and the safety 162 

net it provides to the Company, the Commission should give serious weight to the 163 

fact that the Company does not have an approved post-2026 WMP when 164 

considering the timing of the UFF surcharge’s effective date. The public interest 165 

requires the Company to shield itself from wildfire liability by filing a WMP application 166 

that includes substantial evidence meeting the legal requirements for WMP approval. 167 

MAINTAINING ABILITY TO DELIVER SAFE AND RELIABLE SERVICES 168 

Q. DOES THE UFF MAINTAIN OR IMPROVE THE COMPANY’S ABILITY TO 169 

DELIVER SAFE AND RELIABLE SERVICES? 170 

 
13 Utah Code Ann. § 54-24-303(6) (emphasis added). 
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A. This will depend on how the company adjusts specific behaviors following approval. 171 

The Company has certain levels of wildfire mitigation costs built into base rates. The 172 

UFF serves as a critical safety net for the Company, providing important protection 173 

should WMP efforts fail to sufficiently reduce liability. If the Company conducts its 174 

WMP activities consistently with an approved plan, it should have the effect of 175 

maintaining or improving the Company’s ability to deliver safe and reliable services. 176 

In addition, Ms. Steward states that the “cost of capital plays a critical role in 177 

determining how the Company can respond when reliable service requires 178 

investments in improved infrastructure, maintenance and development of generating 179 

capacity”14 and other initiatives. The DPU does not disagree with this statement. As 180 

discussed earlier, having the UFF should be viewed positively by credit rating 181 

agencies, which should enable the Company to access needed financing to maintain 182 

or improve its ability to deliver safe and reliable service. 183 

THE PUBLIC INTEREST 184 

Q. DOES THE UFF STATUTE AUTOMATICALLY ASSUME THAT THE UFF IS IN 185 

THE PUBLIC INTEREST? 186 

A. No. While I’m not a lawyer, it appears that the UFF statute requires the Commission 187 

to approve the application if the Company “demonstrates to the commission’s 188 

satisfaction” that the Company’s request meets the requirements.15 This is an 189 

important element retaining the burden of proof on the Company to ensure that 190 

evidence is presented to ensure that the fund, as presented, is in the public interest. 191 

How the fund is set up matters, and the delay in receiving the MTA prevents the 192 

Division from conducting its review of the draft agreement in direct testimony. 193 

 
14 Direct Test. of Joelle R. Steward at 18:384-86. 
15 Utah Code Ann. § 54-24-301(4). 
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Q. DOES THE STATUTE AUTOMATICALLY GIVE THE COMPANY THE APPROVAL 194 

TO CHARGE A RATE THAT COLLECTS $1,090 MILLION OVER 10 YEARS? 195 

A. No. While I’m not a lawyer, it seems that the plain interpretation of the statute is that 196 

the Commission is to determine the target amount of the UFF. 197 

Q. WHAT DOES THE COMMISSION NEED TO CONSIDER IN DETERMINING IF THE 198 

FUND IS SET UP IN THE PUBLIC INTEREST? 199 

A. The Commission needs to consider several key elements regarding the proposed 200 
fund, including: 201 

1. Whether the fund target amount is reasonable. 202 

2. Whether the required oversight is appropriate for the requested instrument. 203 

3. Whether there is an appropriate incentive for the Company to use the fund 204 
prudently. 205 

4. Whether the fund is adequately protected from Company bankruptcy. 206 

Q. WHY IS IT IMPORTANT TO RIGHT-SIZE THE UFF? 207 

A. If the UFF is sized too small then the Utah ELI coverage and the UFF could be 208 

exhausted in a catastrophic wildfire event, causing a financial burden for the 209 

Company as a whole and secondary effects on ratepayers as the Company’s 210 

financing and other costs increase. An example of this was seen when Pacific Gas & 211 

Electric (PG&E) issued bonds in 201816 that were then quickly used up by the 2018 212 

Camp Fire.  213 

If the UFF is sized too large, ratepayers will have paid higher rates for an ostensible 214 

benefit but one that it will never fully need or use, much like buying a luxury brand 215 

when a normal reliable brand will do. The added capacity may have certain benefits 216 

by narrowing the Company’s risk profile, but the cost of a larger fund may outweigh 217 

 
16 https://www.artemis.bm/deal-directory/cal-phoenix-re-ltd-series-2018-1/ 
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those benefits. An oversized UFF fund could potentially accrue earnings and interest 218 

into perpetuity, growing so large that the funds could potentially be repurposed to 219 

pay for something they were not originally intended. Of course, that growth can be 220 

managed in the future. Nevertheless, intergenerational issues should be considered 221 

because future refunds or collection reductions will necessarily involve a different set 222 

of ratepayers than those that pay into the fund initially. 223 

The most prudent and reasonable use of the UFF is to set aside an appropriate 224 

balance to cover the right amount of liability in case of a catastrophic liability event. 225 

Admittedly, this is imprecise. 226 

Q. WHAT IS THE BASIS FOR THE COMPANY’S PROPOSED $1,090 MILLION 227 

COVERAGE AMOUNT? 228 

A. Company witness Marshall Nadel addresses the basis for the proposed overall 229 

coverage amount. 230 

To have context for some principal elements of the review, it is important to 231 

understand two terms that are used throughout the study and the referenced 232 

testimony, these are loss exceedance probability (EP) and probable maximum loss 233 

(PML).  234 

1. Exceedance probability (EP) is the “the probability that a loss will equal or 235 

exceed a specific value.”17 This is expressed as a 1-in-500 year event or 1-in-236 

100 year event, etc. Otherwise expressed as a percentage chance of an 237 

event occurring, one would take the 1-in-500 year event to mean that in a 238 

single year there is a 0.2% chance of a catastrophic event occurring that 239 

would exceed the probable maximum loss. 240 

2. Probable maximum loss (PML) is “a single dollar amount representing the 241 

maximum potential loss from a single event under realistic, but severe, 242 

 
17 Direct Test. of Marshall Nadel (Nov. 26, 2025) at 11-12:238-47. 
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conditions.”18 This number influences the assessed and calculated risk posed 243 

and to be insured against. 244 

Mr. Nadel points out that he is “not aware of any specific, industry standard PML to 245 

which a utility should be covered (by insurance or a catastrophic fire fund) for 246 

wildland fire risk.”19  247 

Acknowledging that there may not be a specific standard PML consistently used 248 

throughout the insurance industry, it is best to review the EPs used in past 249 

transactions and analysis to set an EP that serves the public interest. This allows the 250 

Commission to reasonably review the provided information, disregard inapplicable 251 

elements for Utah, and weigh applicable items more heavily. 252 

 Mr. Nadel points out that the 1-in-100 year event standard PML was proven lacking 253 

in the case of California utility PG&E when the utility issued catastrophic bond 254 

coverage in 2018 and soon the damages resulting from the Camp Fire went well 255 

beyond the bond attachment point of $1.25 billion, with settlements exceeding $10 256 

billion.20 While this situation surprised the industry, this may or may not apply to 257 

Utah. California has a very different liability system from Utah, especially in light of 258 

SB 224’s noneconomic damage limitations. 259 

However, Mr. Nadel states that based on his experience “for non-recourse financed 260 

or tax equity financed plants in the power generation industry, investors have 261 

historically required insurance for catastrophic events as a limit equivalent to the 262 

.”21 In response to Utah Association of Energy Users (UAE) data 263 

request for more evidence, the Company produced a link to Moore McNeil, Trusted 264 

Independent Insurance Advisor, with no specific website link to support this claim.22  265 

 
18 Id. at 11:240-41. 
19 Id. at 13:293-94. 
20 Id. at 13-14:293-304. 
21 Id. at 14:306-09. 
22 DPU Exhibit No. 1.01 – RMP Response to UAE Data Request 2.20. 
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There is a significant difference between an investment in a power plant using a non-266 

recourse debt arrangement and tax-equity financing and this UFF. When an investor 267 

uses non-recourse debt, that debt is only secured with the value of that asset with no 268 

claim on the value of other assets. If the value of the power plant asset goes to zero 269 

through any type of event, there is no additional claim. Alternatively, if that asset was 270 

secured as recourse debt, the debtor would still have to pay that liability back if the 271 

asset went to zero. Naturally, an investor is going to prefer a recourse-type of 272 

arrangement. A non-recourse debt arrangement will require a higher PML insurance 273 

coverage because it comes with higher risk of monetary loss in the event of a 274 

catastrophic event. A  may be reasonable in a nonrecourse 275 

investor scenario in specific plant; however, it is not reasonable to use to determine 276 

the appropriate fund size of the UFF. 277 

A white-paper published by Moody’s, explains that “the 1-in-200 year extreme-year 278 

metrics . . . is the optimum level for resilience testing . . . . Since testing at the 1-in-279 

200 year level is the global standard in the natural catastrophe insurance 280 

industry for decisions on capital reserves held toward paying insurance 281 

claims.” 23 282 

 The Company hired AON to perform an actuarial study to determine the level of risk 283 

and to help quantify that risk.  284 

 285 

.24 The study includes seven 286 

scenario versions labeled as shown in Table 1 – Highly Confidential Table of 287 

Scenarios. They include  288 

 were not provided by AON but are only presented to 289 

illustrate the numbering pattern: 290 

 
23 DPU Exhibit No. 1.02 - Moody’s whitepaper, The power of tail risk metrics: Transforming physical risk 
decisions for banking and beyond at 4 (emphasis added). 
24 Highly Confidential RMP Ex. JRS-1 Aon Actuarial Study at 6, 11, 24, 26, 33. 
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Q. IS THERE PRECEDENCE IN USING THE  329 

 IN THE MODELING? 330 

A. Yes. But only the Scenario 1 buffer zones. The Division inquired if these three 331 

different buffer zones were consistent with other utility wildfire-related financial 332 

instruments. The Company responded to Highly Confidential Attachment DPU 3.3 1st 333 

Revised, stating that “  were used in a 334 

proprietary process for the Power Protective Re 2020-1 catastrophe bond . . . AON 335 

has never used the  with any transactions.  336 

”30  Apparently  337 

, which makes the Division 338 

question the use of such buffer zones in determining a reasonable UFF level.31   339 

Q. HAS THE COMPANY PRESENTED EVIDENCE TO SHOW THAT  IS 340 

THE MOST APPLICABLE SCENARIO TO USE? 341 

A. No. The only rationale the Company has presented to use  is provided by 342 

Mr. Nadel statement that  needed to be used “to take into account the full 343 

scope of documented potential risks.”32 In addition, if  wasn’t used, the 344 

“analysis would be based on a comparatively smaller event the Company would 345 

reasonably expect to be covered by insurance.”33 346 

 This rationale infers that the reason  was picked was because it produced 347 

the largest PML. Picking a scenario based on its size implies a bias towards 348 

whatever option offers the Company more liability protection. It illustrates that the 349 

decision may not have been made based on objective data. This fact materially 350 

influences the resulting size of the proposed UFF. The Company has the burden to 351 

present adequate evidence to justify its proposal, as the target amount of the UFF 352 

 
30 Id. at 4 (emphasis added).  
31 The Division was informed that the Company’s engagement with AON has ended and additional 
clarification is not available.   
32 Direct Test. of Marshall Nadel at 10:214-15. 
33 Id. at 10:215-17. 
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should represent what the Company requires to address its realistic potential wildfire 353 

liability in Utah, in supplement to its other insurance.  354 

Q. THERE WERE ADDITIONAL SCENARIOS INCLUDED IN THE COMPANY’S 355 

ANALYSIS. CAN YOU EXPLAIN THE RATIONALE FOR THE ADDITIONAL 356 

INFORMATION? 357 

A. Yes.  358 

 359 

 360 

 361 
34 362 

The Division finds it perplexing that the Company only asked  363 

 364 

 The Company confirmed this in response to DPU Data 365 

Request 3.8 but did not provide a reason.36    366 

Q. DO YOU HAVE REASON TO DOUBT THE APPLICABILITY OF USING 367 

 WITH ? 368 

A. Yes. As explained before, there is no precedence for using anything other than 369 

Scenario 1 with the . Using something higher is based on 370 

significant additional risk avoidance, not based on material evidence related to 371 

industry standards but only based on using a “sensitivity analysis” of the original 372 

buffer and assumptions. 373 

 In addition, I inquired further about the use of a  buffer and if there was 374 

historical information to show that modeled ignition points determined in the AON 375 

study were reasonable based on the underlying data compared to the Company’s 376 

 
34 Highly Confidential RMP Ex. JRS-1 Aon Actuarial Study at 16. 
35 S.B. 224, 65th Leg., 2024 Gen. Sess., https://le.utah.gov/Session/2024/bills/static/SB0224.html. 
36 DPU Exhibit No. 1.03 – RMP Response to DPU Data Requests 3.2-3.5 & 3.7-3.9 - HIGHLY CONF at 9. 
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infrastructure. In other words, is there evidence to show that ignition points for 377 

catastrophic wildfires attributed to the utility were  away from the utility’s 378 

infrastructure? It seems rather unlikely that a utility’s infrastructure could ignite a 379 

wildfire  away. I requested historical information from the Company to support 380 

if this was possible. In response to DPU Data Request 5.1, the Company stated it 381 

did not have any historical information and further stated “Page 16 of the actuarial 382 

report contains the information.”37  383 

On page 16 of the report, AON provided a list of 38 which 384 

showed . I reviewed 385 

each of the  to determine, based on widely available information, where the 386 

. I have included the research 387 

document in DPU Exhibit 1.05 – Utility Wildfire Ignition Points HIGHLY CONF.39 All 388 

 389 

 390 

. 391 

Q. BASED ON YOUR RESEARCH, WHAT IS THE MOST REASONABLE SCENARIO 392 

FOR THE COMMISSION TO USE TO DETERMINE THE SIZE OF THE UFF? 393 

A. Based on the evidence presented and the research conducted,  is the 394 

most reasonable and reflective of utility-attributed wildfire risk in Utah. 395 

Q. DO YOU HAVE OTHER CONCERNS WITH THE DATA USED TO DETERMINE 396 

UTAH’S RISK? 397 

A. Yes. The AON study uses  398 

. California has a very different liability environment with marked 399 

 
37 DPU Exhibit No. 1.04 - RMP Response to DPU Data Requests 5.1-5.4 - HIGHLY CONF 
38 Highly Confidential RMP Ex. JRS-1 Aon Actuarial Study at 16. 
39 DPU Exhibit No. 1.05 - Utility Wildfire Ignition Points - HIGHLY CONF 
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differences including the concept of inverse condemnation and strict liability. 400 

California Advocates describes this concept by stating that  401 

Under inverse condemnation, all publicly-owned utilities (POUs) and 402 
Investor-owned utilities (IOUs) – can be treated as public entities. In 403 
California, inverse condemnation invokes strict liability, which means 404 
that the utility is liable whether or not its conduct was prudent. In the 405 
case of wildfires, electric utilities can be held liable for damages caused 406 
by their equipment, including power lines and transformers, regardless 407 
of whether they acted in accordance with safety standards and 408 
regulation…it is worth noting that California’s unique attachment of 409 
strict liability to inverse condemnation is not seen in other states 410 
that experience frequent wildfires. California courts have reasoned 411 
that utilities can be held strictly liable because they are state-protected 412 
monopolies. Plainly, this means the utility is required to pay damages 413 
whether or not the utility met all safety requirements and properly 414 
maintained equipment and rights of way (“acted prudently”).40 415 

California wildfire data can skew the percentage of wildfires that are attributed to the 416 

utility. The AON study states on page 11 of the report, that  417 

”41 418 

Utility liability for wildfire in California is highly unlikely to resemble utility liability in 419 

Utah. Utah will start out naturally having lower probabilities and risk than California; 420 

however, no discounting or offsetting appears to be made for the effect of inverse 421 

condemnation that is already built into the  data attribution.  422 

Q. DID THE ACTUARY HAVE ANY OTHER DATA THAT COULD BE USED FOR 423 

THE BASIS OF UTILITY ATTRIBUTION? 424 

A. The Company provided a list of the  in response to DPU Data 425 

Request 3.2,42 and it merely showed a list of the  426 

of the AON study report. This was perplexing because the AON study 427 

claims to  a  428 

 
40 DPU Exhibit No. 1.06 - Cal Advocates Inverse Condemnation Paper at 2 (emphasis added). 
41 Highly Confidential RMP Ex. JRS-1 Aon Actuarial Study at 5. 
42 DPU Exhibit No. 1.03 – RMP Response to DPU Data Requests 3.2-3.5 & 3.7-3.9 - HIGHLY CONF at 2. 
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Q. DID THE ACTUARY DISCOUNT THE ASSESSED LIABILITY FOR THE EFFECT 478 

OF S.B. 224? 479 

A. Yes, the actuary did calculate one scenario considering the liability protections of 480 

S.B. 224. However, it  481 

 The Division inquired about this 482 

potential missing piece of important analysis. The Company stated in response to 483 

Highly Confidential DPU Data Request 3.8 that 484 

A  was not prepared by AON and therefore not presented. 485 
The Company requested the addition  to the scope of 486 
work in the late stages of AON finalizing the study after passage of [SB 487 
224]. The  was intended to provide perspective 488 
on how Utah’s new limitations on liability affects the higher end risk.46 489 

Had  been calculated, the Division suspects the PML would have been 490 

calculated at an amount far less than $1 billion, which is near the statutory cap of the 491 

maximum size of the UFF.  492 

 493 

 AON’s contract with the Company came to an end before the submission 494 

date of this testimony, therefore it is unclear if AON would still engage to do this 495 

analysis. While the Company’s failure to model  may be understandable 496 

given the timeframe when AON performed its study, the absence of the evidence 497 

leaves a hole in this filing where the most plausible scenario for utility wildfire liability 498 

should be. 499 

Q. DID YOU PERFORM A SUSTITUTE CALCULATION FOR ? 500 

A. Yes. There is still a need to calculate and arrive at a reasonable PML and UFF target 501 

size. The AON study supplies the Utah calculation of  in addition to 502 

. As discussed earlier in my testimony,  has significantly more 503 

ignition points than . With this greater number of ignition points comes 504 

 
46 DPU Exhibit No. 1.03 – RMP Response to DPU Data Requests 3.2-3.5 & 3.7-3.9 - HIGHLY CONF at 8. 
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with greater calculated PML. Therefore, it’s reasonable to say that  505 

would yield much greater PML across all EPs than  because the buffer 506 

zone is the only differing variable between those scenarios. In addition, since 507 

 is only taking into consideration the effect of S.B. 224’s reduction of 508 

non-economic damages and penalties from , we can come closer to a 509 

hypothetical  by simply targeting the difference in costs between 510 

. To perform a very conservative calculation to determine a 511 

reasonable PML based on , I subtracted the difference between 512 

 from . See DPU Exhibit No. 1.08 Approx Scenario 1.3 Calc 513 

HIGHLY CONF for the calculation of PMLs for the range of EPs listed in the study. 514 

 The Division recommends the Commission set an upper and lower bound of 515 

reasonableness for the target size of the UFF. The lower bound can be set at the 516 

 yr PML (Cat. Bond precedence), the upper bound can be set at the  517 

 PML (Moody’s Industry standard). With the  yr EP, we calculate a PML of 518 

$139 million projected UFF size. With the  yr EP, we calculate a PML of 519 

$673 million projected UFF size. Both values are conservatively high because there 520 

remain underlying data from the  buffer influencing this hypothetical 521 

calculation. In addition, the estimates have also been influenced by California’s 522 

underlying wildfire data. In order to arrive at a number that considers both accepted 523 

industry EPs, the Division averaged the  with  to arrive at 524 

$406 million. Therefore, the Division recommends the Commission consider a UFF 525 

size of $406 million to be collected over the 10-year period. Table 5 – Summary of 526 

Rate Design Scenarios Highly Confidential shows the DPU’s recommendation 527 

compared to other options provided to the Commission.47 The Commission may also 528 

consider setting a target of one of the other Division calculated PMLs. 529 

 
47 DPU Exhibit No. 1.09 - DPU Proposed Rate Design - HIGHLY CONF 



Redacted 
 

Docket No. 25-035-61 
DPU Exhibit 1.0 DIR 

Jeremy Hirschi 

24 
 

 530 

Q. WHAT HAPPENS IF THE FUND IS EXHAUSTED BY A POTENTIAL  531 

PML WILDFIRE EVENT WITHIN THE 10-YEAR PERIOD? 532 

A. It seems reasonable that the Company should be able to request the Commission 533 

replenish the UFF along with an increase in rate. The UFF collection would still be 534 

subject to the 50% Revenue Requirement limitation and timeline.48 Such requests 535 

would need to be evaluated to determine that reasonableness, prudency, and public 536 

interest is served in the process. Such an event would merit a review of the facts of 537 

the event itself as well as the Company’s prudent implementation of an approved 538 

WMP.  539 

Q. HOW WILL THE LAYERS OF PROPOSED INSURANCE WORK WITH A LARGE 540 

CLAIM? 541 

A. In response to DPU Data Request 1.1 through 1.15, the Company details that the 542 

process of a claim will first go to insurance.49 The retention on the insurance policy is 543 

$10 million. The Company’s insurance policy for this year started in February 2026. 544 

The policy has a limit of $417.5 million and includes property damage only for 545 

Utah.50 Under the UFF statute, the Company must pay a nominal deductible of $10 546 

million before accessing the UFF.51 In response to DPU Data Requests 1.8 through 547 

 
48 Utah Code Ann. § 54-24-302(3)(b). 
49 DPU Exhibit No. 1.10 - RMP Response to DPU Data Request Set 1 
50 CONFIDENTIAL Rocky Mountain Power’s Supplemental Information (Apr. 7, 2026) at 6. 
51 Utah Code Ann. § 54-24-302(2)(a). 
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1.12, the Company explained that a claim would first be paid from the self-insurance 548 

retention of $10 million, then paid by insurance (or self-insurance), then the 549 

Company would pay $10 million deductible, and only then would the Company use 550 

the UFF for the remaining amount of the claim. The Company stated in response to 551 

DPU Data Request 1.12 that the $10 million deductible preceding the UFF coverage 552 

would be “accounted for in a below-the-line account and excluded entirely from the 553 

calculation of a state’s revenue requirement.”52 554 

Q. HOW DOES THE $10 MILLION DEDUCTIBLE WORK? 555 

A. The UFF statute provides that “for all fire claims arising out of fire events that 556 

occurred in a calendar year [the utility] may not receive disbursement of funds from 557 

the [UFF] until it has first paid $10,000,000 . . . from [its] own funds, not included in 558 

its regulated revenue requirement.”53 Therefore, the Company would not just satisfy 559 

this deductible one time in the history of the UFF, but it would need to pay that $10 560 

million deductible each year that the Company had aggregate claims large enough 561 

to need the UFF coverage. 562 

Q. IS THE UFF A REPLACEMENT FOR INSURANCE? 563 

A. No. A UFF is “a fund that may be created . . . to serve as a resource to supplement 564 

other forms of insurance to make eligible payments.”54 It does not appear to restrict 565 

the Company from fully replacing wildfire insurance that the Company maintains and 566 

it does not appear to restrict the size of the Company’s ELI. However, the Company 567 

would need ELI coverage for other business risks outside of wildfires. These other 568 

risks could include cybersecurity risks, plant operations catastrophes, or other 569 

covered potential liabilities. 570 

 
52 DPU Exhibit No. 1.10 - RMP Response to DPU Data Request Set 1 at 14. 
53 Id. 
54 Utah Code Ann. § 54-24-301(1)(e). 
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 Moreover, the UFF statute clarifies that “[t]he creation of a Utah Fire Fund . . . does 571 

not (ii) prohibit a large-scale utility from proposing, or the commission from 572 

approving, other mechanisms for third party liability coverage that are in the public 573 

interest.”55 Therefore, this could include migrating a reasonable base amount of 574 

wildfire coverage to a self-insured fund when it is prudent to do so. As the UFF 575 

balance grows, it is plausible that its presence could ease the transition to self-576 

insurance for ratepayers and the Company if it is warranted in future years. 577 

Q. WHAT AMOUNT OF INSURANCE DOES THE DIVISION RECOMMEND AS A 578 

SUPPLEMENT TO THE UFF? 579 

A. The Division’s position is that it is not prudent to pay to cover more wildfire liability 580 

beyond a reasonable amount that is backed by supporting calculations. Paying for a 581 

$417.5 million policy on top of a $406 million UFF equates to substantially more than 582 

the DPU’s calculated risk at , or . Otherwise 583 

stated in percentage terms, there is a   chance at  of a claim 584 

exceeding $138 million. Likewise, in a  there is a  chance of 585 

exceeding $673 million. Therefore, there is still only a  calculated likelihood that 586 

liability exceeds that amount over the entire 10-year period. Hypothetically, if after 10 587 

years the UFF has a balance exceeding $673 million and subsequently has a claim 588 

for $700 million, then insurance would have paid $417.5 million, plus the $20 million 589 

of Company’s retention and deductibles combined. That would leave a claim balance 590 

of $262.5 million, leaving a UFF remaining balance of $410.5 million. This remaining 591 

balance still exceeds the Division’s recommended UFF size. 592 

 In determining how the base insurance should be structured in the public interest, 593 

the Division reviewed the cost of the Company’s wildfire insurance. In response to 594 

DPU Data Request 4.17, the Company states  595 

The Company defines ratios of Total Overall Coverage Limit/Total 596 
Annual Premiums (Cost of Insurance) as the Rate on Line. Rate on Line 597 

 
55 Utah Code Ann. § 54-24-301(2)(b). 
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annual report. Therefore, the Division recommends the Commission specify the 624 

reporting period of the annual report to be the previous calendar year. The value of 625 

being on a calendar year basis is that the ending balance will be tied to financial 626 

statements and the activities in the fund will be easily comparable to other annually 627 

recorded benchmarks. Such benchmarks may include the Company’s ROE (return 628 

on equity), ROO (results of operations metrics), other performance reported in the 629 

annual 10K filings, and any other annual market data. 630 

Q. WHAT ADDITIONAL ELEMENTS DOES THE DIVISION RECOMMEND BE 631 

REPORTED IN THE ANNUAL REPORT? 632 

A. In addition to measures that the Company sees fit to report, the Division 633 

recommends that investment performance be reported and compared to specific 634 

indexes such as the S&P 500 and 10-year US treasury. Having these elements will 635 

help the Commission and public know how well the fund performs. It also helps the 636 

Company have an eye towards prudently investing.  637 

Q. HOW DOES THE COMPANY PROPOSE TO INVEST THE UFF? 638 

A. The UFF statute requires the Company to invest funds in compliance to the 639 

guidelines of “Title 51, Chapter 7, State Money Management Act, with all investment 640 

returns remaining in the Utah fire fund.”60 The State Money Management Act 641 

(SMMA) mainly dictates the use of public money. As these funds are being paid by 642 

Utah ratepayers and the UFF is expressly dictated and authorized by the UFF 643 

statute, in order to properly safeguard these funds, the Division recommends the 644 

UFF be effectively treated as “public money” and invested in harmony with the 645 

directives of the SMMA.  646 

 As the SMMA authorizes a large swath of different investments, the Company could 647 

invest in a savings account getting 3% or  invest with a large commercial banking 648 

 
60 Utah Code Ann. § 54-24-302(1)(b). 
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institution and have the money actively managed. The S&P 500 index achieved a 649 

growth rate of 17.88% in 2025.61 In fact, over the last 10 years, the S&P 500 index 650 

fund achieved average annual gains of 14.82%.62 Funds accumulated in the UFF 651 

account should be prudently managed and regularly reviewed.  652 

Currently, the Company’s authorized rate of return on equity is 9.375%.63 In the 653 

2024 GRC proceeding, this rate of return was deemed to represent the level of risk 654 

that an investor would invest in a conservative public utility. This could provide a 655 

useful point of comparison to UFF investment performance. 656 

 The Commission should consider requiring the Company to prioritize investing the 657 

fund through a Utah institution authorized under the SMMA. Since the fund is 658 

statutorily authorized by the Utah legislature and paid for by Utah ratepayers, the 659 

funds should be working for Utah to the greatest extent possible.  660 

Q. SHOULD THE UFF BE ABLE TO GROW INTO PERPETUITY? 661 

A. No. As discussed above, the probability of using the fund is very small. The fund is 662 

specifically being built for the catastrophic event that exists in the tail risk. It has also 663 

been discussed that what is collected from ratepayers is limited by statute, however 664 

statute does not limit how large the UFF can grow. Hypothetically, if the fund is being 665 

sized to a  there is a reasonable chance it will not be tested at its limits 666 

during the potential 10-year build-up of funds. After the build-up period, the UFF 667 

could continue to grow through its investment earnings. Without fund caps, the UFF 668 

has a risk of growing to dwarf the risk that it is mitigating. A fund that is significantly 669 

larger than the liability protection needed does not provide additional benefit to the 670 

public, especially not in relation to its costs. Therefore, the Division recommends 671 

 
61 S&P Dow Jones Indices, S&P 500 Factsheet (Dec. 31, 2025), 
https://www.spglobal.com/spdji/en/indices/equity/sp-500/ (reporting a 2025 total return of 17.88%). 
62 Id. 
63 Application of Rocky Mountain Power for Authority to Increase its Retail Electric Utility Service Rates in 
Utah and for Approval of its Proposed Electric Service Schedules and Electric Service Regulations, 
Docket No. 24-035-04, Order (Apr. 25, 2025) at ii, 19. 
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placing a cap on the fund balance. A few reasonable options that the Commission 672 

can consider, include the following caps: 673 

1. 200% of the .  674 

2. 300% of the , or 675 

3.  676 

After a cap has been reached then the Company should credit back to ratepayers 677 

any excess accumulations. 678 

Q. WHAT ACCOUNTING MECHANISM DOES THE COMPANY PROPOSE TO KEEP 679 

THE UFF OUT OF RATE BASE? 680 

A. The Company proposes to set up the funds according to the UFF statute which 681 

requires the Company to “identify the [UFF] investment account as restricted in the 682 

large-scale electric utility’s financial statements, with an offsetting regulatory liability 683 

owed back to customers in the event the funds are not fully utilized.”64 With the asset 684 

and liability offset together, it will ensure that the fund is not included in the return on 685 

equity calculation and application to rate base. 686 

Q. HOW DOES THE COMPANY PROPOSE TO KEEP THE UFF SAFE FROM A 687 

POTENTIAL BANKRUPTCY? 688 

A. According to Company witness Nikki Kobliha, “[t]o establish a separate investment 689 

account, the Company will engage a trust custodian and draft a master trust 690 

agreement between the trustee and the Company.”65 The trust agreement will 691 

contain important directives on how the trust will operate including “protections, 692 

authorizations, permitted corporate actions, and other applicable restrictions and 693 

 
64 Utah Code Ann. § 54-24-302(1)(e). 
65 Direct Test. of Nikki L. Kobliha at 3:59-61. 
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terms.”66 As the Company is currently in catastrophic liability proceedings in another 694 

states,67 having this separation from other current liabilities as well as liabilities 695 

arising from ongoing operations is critical in being able to maintain the long-term 696 

viability of the fund. 697 

 On April 30, 2026, the Company provided a draft MTA to the parties. The Division is 698 

still reviewing the document and will address specific concerns or issues in future 699 

rounds of testimony or other proceedings, as appropriate. 700 

Q. DO YOU HAVE ANY INITIAL THOUGHTS OR CONCERNS WITH THE 701 

COMPANY’S DRAFT TRUST AGREEMENT? 702 

A. Yes. While the Division is still reviewing the recently filed document, there are some 703 

initial questions and things that appear peculiar. The Company proposes setting up 704 

the Trust that governs the UFF in another state. Under the draft agreement, the 705 

Trust will be set up in the State of Nevada and subject to the laws of Wyoming. The 706 

Division notes that both Wyoming and Nevada do not have income tax, however it is 707 

unclear why this is not proposed as a Utah Trust. There may be good reasons that 708 

remain unrelated as yet. 709 

In addition, the Division has concerns about the appointment of the Board of 710 

Trustees. Additional information has been requested from the Company, and the 711 

Division will address the MTA in subsequent rounds of testimony. 712 

Q. DOES THE UFF REDUCE THE RISK OF WILDFIRES IN UTAH? 713 

A. No, the risk of wildfire exists whether or not the Company insures against the 714 

damages. The risk of wildfires is not affected by the amount of liability protection; 715 

however, the Company currently makes efforts to mitigate some of the wildfire risk. 716 

Such efforts include those described in the WMP and annual compliance reports. 717 

 
66 Id. at 3:61-63. 
67 Jeanyne James et al. v. PacifiCorp et al., in the Oregon Court of Appeals, Case No. A183140. 
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The effectiveness of the implementation of the WMP is expected to mitigate some of 718 

the risk of wildfire. This is why it is important to consider how effective the 719 

Company’s efforts are in the totality of the design of the UFF and applicable ELI.   720 

Q. WHAT SHOULD THE COMMISSION EXPECT FROM THE COMPANY’S 721 

WILDFIRE MITIGATION PLAN AS IT RELATES TO THE UFF? 722 

A. There are many layers that should place downward pressure on the quantitative risk 723 

of paying a wildfire claim from the UFF. Those layers include: whether the Company 724 

builds its infrastructure in accordance with National Electrical Safety Code (NESC), 725 

how the Company completes vegetation management, and whether it implements 726 

mitigation efforts such as undergrounding power lines, covered conductors, fast trip 727 

setting breakers, public safety shutoff plans, etc. It is expected that the Company will 728 

perform efficiently and successfully adhere to a Commission-approved WMP along 729 

the duration of the existence of this UFF to reduce the risk of liability and the 730 

likelihood of using the UFF. Moreover, the Company’s success in and duration of 731 

litigation also impacts the risk. It is also still prudent and in the public interest that the 732 

Company litigate and defend against questionable or frivolous lawsuits to limit the 733 

effect of social inflation. 734 

CONCLUSIONS AND RECOMMENDATIONS 735 

Q. WHAT ARE THE DIVISION’S CONCLUSIONS? 736 

A. The Division recognizes the effort and work the Company has put into preparing the 737 

UFF request. If appropriately structured, the UFF will provide public benefit and can 738 

help ensure the Company’s financial stability and ability to improve and maintain the 739 

safety and reliability of the system. The Division proposes the following 740 

recommendations: 741 

1. Set the UFF target amount to $406 million, resulting in a 1.68% increase or $1.38 742 

average increase per month to residential customers. The Commission may also 743 
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consider setting the targeted ratepayer aggregate billings to total between the 744 

 and the . 745 

2. The UFF surcharge is implemented in a manner that synchronizes with a 746 

reduction of allowed ELI premiums that could reduce to zero and is replaced by 747 

an appropriate amount of self-insurance for wildfire liability and ELI. 748 

3. The UFF investment plan should include a reasonable target of risk that exceeds 749 

a risk-free rate of return but does not expose proceeds to the full risk of the 750 

market. 751 

4. Place a cap on the UFF balance that helps to prevent an overaccumulation of 752 

funds, with funds that exceed the cap each year are refunded to ratepayers. 753 

5. The Company should provide the UFF annual report activity on a calendar year 754 

basis to ensure consistency and comparability to financial statements and results 755 

of operations. 756 

6. The annual report should include a comparative analysis of annual return on 757 

investments compared side by side to annual interest rate, S&P 500 index 758 

annual performance, average US 10-year Treasury bill interest rate during 759 

period, and Company’s allowed rate of return on equity. 760 

7. As there was inadequate time to review the trust prior to filing direct testimony, 761 

the Division expects to provide recommendations regarding the prudency and 762 

reasonableness of the arrangement and if it supports the public interest in future 763 

rounds of testimony. 764 

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 765 

A. Yes. 766 
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APPENDIX A – EXHIBIT SUMMARY 767 

 768 




