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Are you the same Shelley E. McCoy who submitted direct, amended direct
testimony, and Phase I rebuttal and surrebuttal testimony in this proceeding on
behalf of PacifiCorp d/b/a Rocky Mountain Power (“RMP” or the “Company”)?
Yes.

I. PURPOSE OF TESTIMONY
What is the purpose of your Phase III direct testimony?
The purpose of my Phase III direct testimony is to address the discussion of the
Wildland Fire Mitigation Balancing Account (“WBA”) in Section 5.5.2, Recovery
Mechanism Design, of the Independent Evaluation of Rocky Mountain Power’s Utah
2023-2025 Final Wildfire Mitigation Plan prepared for the Utah Public Service
Commission (“Commission”)!. My testimony clarifies how transmission costs that are
recovered from third-party customers relate to the costs included in the WBA.

II. WILDLAND FIRE MITIGATION BALANCING ACCOUNT

Please describe the WBA.
The WBA is a deferral account where the Company records the incremental revenue
requirement for capital investments and expenses to implement an approved wildland
fire protection plan (“WMP”’) as compared to the amount collected in base rates. The
components and structure of the WBA were established by the Commission in the

Company’s 2020 general rate case.?

! Independent Evaluation of Rocky Mountain Power’s Utah 2023-2025 Final Wildfire Mitigation Plan (Jan. 9,

2025).

2 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.
20-035-04, Order at 52-53 (Dec 30, 2020).
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Did the Independent Evaluator (“IE”) conduct a complete review of the WBA as
part of the scope of work in its review of the WMP?

No. The IE briefly discusses the WBA in its IE report, but states it did not conduct a
review of the full design of the balancing account.’

Despite not reviewing the design of the WBA, did the IE raise concerns about the
WBA?

Yes. The IE raised concerns about the potential of recovering transmission-related
WMP costs solely from the Company’s retail customers. Specifically the IE claims that
transmission load, defined by the IE as “RMP native load and load from other load

serving entities,”*

should pay for mitigation costs that benefit the transmission system,
and these costs should not be paid solely by the Company’s retail customers. The IE
concludes that because the Company’s Federal Energy Regulatory Commission
(“FERC”) formula rate is trued up, inclusion of transmission costs in the WBA that are
associated with the WMP is unnecessary and potentially improperly recovering the
costs from retail customers. The IE recommends the WBA be revisited for this issue.
Does the WBA recover transmission costs from retail customers related to the
WMP that should be recovered from transmission customers?

No. Based on the statements made by the IE, I believe it is necessary to clarify how
transmission costs are treated for ratemaking.

Please describe how transmission costs are recovered from third-party

transmission customers.

The Company recovers transmission costs from third-party transmission customers

3 Independent Evaluation of Rocky Mountain Power’s Utah 2023-2025 Final Wildfire Mitigation Plan at 62.
4 Independent Evaluation of Rocky Mountain Power’s Utah 2023-2025 Final Wildfire Mitigation Plan at 63.
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through its Open Access Transmission Tariff (“OATT”) approved by the FERC. The
OATT is a formula rate mainly based off PacifiCorp’s annual FERC Form 1 filings.
The OATT includes a full revenue requirement of the Company’s transmission system
(capital investments and operations and maintenance (“O&M”) expenses) plus an
allocation of administrative and general costs. This rate is calculated on a $/MW basis
and charged to transmission customers using PacifiCorp’s transmission system to
wheel power.

Does the OATT include transmission-related WMP costs?

Yes. The OATT includes capital investments and expenses incurred for the
implementation of WMP activities on the Company’s transmission system.

Does the Company charge the OATT rate to its retail customers for the
Company’s usage of its transmission system to serve native load?

No.

How does the Company’s retail customers pay for the cost of the Company’s
owned transmission assets?

The cost of the Company’s owned transmission system, both capital investments and
O&M expenses, are included in the revenue requirement for each of the six states where
the Company serves retail customers. The revenue received by the Company for third
parties who pay the OATT, known as “wheeling revenue,” is credited as an offset to
the costs of the transmission system.

How, then, do the Company’s retail customers, including those in Utah, receive
the full benefit of WMP costs recovered from transmission customers?

Retail customers receive wheeling revenue credits in base rates, which includes
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revenue paid by third parties for mitigation activities on the transmission system.
Utah’s share of actual wheeling revenues is trued-up in the Company’s annual Energy
Balancing Account (“EBA”) filing, passing along to Utah’s retail customers the benefit
of recovery of transmission costs, including WMP activity, from third-party
transmission customers.

Please explain how WMP costs are deferred to the WBA.

Each month a comparison of actual incurred costs is made against amounts included in
base rates as established in the Company’s 2020 General Rate Case. In doing this
comparison, costs are appropriately allocated so as to make the comparison on a Utah
allocated basis. The incremental amount is recorded in the WBA, with a corresponding
reduction recorded in expense. This reduction is recorded situs, or direct-assigned, to
Utah so that it only reduces Utah’s allocation of expenses.

Can you provide some additional explanation on how these costs are allocated
under the approved allocation methodology?

Based on the approved allocation methodology, currently the 2020 Protocol, the
Company allocates the costs of the WMP to Utah. In particular, distribution costs
incurred in Utah are directly assigned to Utah, whereas, transmission costs are allocated
across all six states using the system generation (“SG”) factor as all of PacifiCorp’s
retail customers benefit from the Company’s ability to move energy across its vast
transmission system. Under this allocation methodology, Utah customers are only

paying for their allocation of costs to implement the WMP.
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Do you agree with the IE’s concern about improper recovery of transmission
related WMP costs and that transmission WMP costs in the WBA may not be
necessary?

No. I understand the IE did not review the design of the WBA, but only received an
overview of the WBA in a December 2024 conference call.” However, the details of
the WBA are important for making an appropriate assessment of recovery of
transmission WMP costs for Utah retail customers.

Please summarize how transmission WMP costs are not improperly recovered
from Utah retail customers.

Utah retail customers pay only their allocated share of transmission WMP costs and
receive the benefit of amounts paid by third-party transmission customers through the
following accounting and regulatory treatment.

e Transmission WMP costs are allocated to Utah using the approved SG
allocation factor;

e The deferral of incremental WMP costs, including Utah’s allocation of
incremental transmission costs, are recorded as a situs Utah reduction to
expense so that the reduction is only assigned to Utah retail customers;

e Total transmission WMP costs are included in the Company’s OATT so
that third-party transmission customers pay for these costs based on their
usage of PacifiCorp’s transmission system;

e Wheeling revenues received from transmission customers, which include

recovery of a portion of transmission WMP, are reflected as an offset in

5 Independent Evaluation of Rocky Mountain Power’s Utah 2023-2025 Final Wildfire Mitigation Plan at 62.
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108 retail revenue requirement; and

109 e Utah’s allocation of wheeling revenues is included in base rates through a
110 general rate case and trued-up in the EBA so that Utah customers receive
111 the full benefit of these revenues.

112 Based on these points, the WBA correctly recovers Utah allocated incremental costs of
113 the WMP from Utah customers, while also crediting Utah customers for recovery from
114 third-party transmission customers through the wheeling revenue true-up included in
115 the EBA.

116 Q. Does this conclude your Phase III direct testimony?

117 A. Yes.
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