Rocky Mountain Power
Docket No. 24-035-04
Witness: Allen L. Berreth

BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF UTAH

ROCKY MOUNTAIN POWER

Phase III Rebuttal Testimony re: WMP of Allen L. Berreth

March 2025




10

11

12

13

14

15

16

17

18

19

20

21

22

23

I. INTRODUCTION AND QUALIFICATIONS
Are you the same Allen L. Berreth who previously submitted direct and Phase I
rebuttal testimony on behalf of PacifiCorp d/b/a Rocky Mountain Power (the
“Company”)?
Yes.

II. PURPOSE OF TESTIMONY

Please describe the purpose of your Phase III rebuttal testimony.
I am responding to testimony provided by Jonathan Lee from the Division of Public
Utilities (“DPU”) and testimony provided by Bela Vastag for the Office of Consumer
Services (“OCS”) about costs associated with the Company’s Wildfire Mitigation Plan
(“WMP”).

I explain why these costs are incremental to other non-wildfire underlying
programs. These costs allow the company to respond to the growing and dynamic risk
of wildfires in Utah.

Please describe the position of the DPU regarding the Company’s WMP and
associated costs.

DPU witness Mr. Lee recommends the Commission adopt the DPU’s recommended
number of $51.3 million for Capital Expenditures relating to the WMP. The DPU
asserts the Company may be double recovering through the Company’s normal
operations and wildfire vegetation management program, disputes the Company’s
qualification of additional Fire High Consequence Areas (“FHCAs”), and claims there
is a lack overall cost controls. However, Mr. Lee relies on the incorrect premise that

the resource utilized to conduct the work determines whether the activity is a part of
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the underlying business activities or mitigation program. Furthermore, Mr. Lee asserts
that because the increase in FHCA and overall costs are higher than expected, they
should be disallowed.

Please describe the position of the OCS regarding the Company’s WMP and
associated costs.

OCS witness Mr. Vastag recommends the Commission not approve RMP’s 2023
WMP, and, instead, recommends the Commission allow capital costs collected in base
rates to be capped at the levels established in the 2020 WMP, with a three-year average
for setting wildfire O&M cost, Additionally, Mr. Vastag recommends the Commission
order the Company to use risk-informed, benefit-cost analysis, recommends not
approve the Company’s undergrounding of lines, and requests the Commission
consider the Company’s expansion of FHCAs. Mr. Vastag’s recommendations are
incorrect interpretations of incorrect statements made by the Independent Evaluator
(“IE”), which relied on the misunderstanding that the costs in the WMP were presented
as total category costs (i.e. the total vegetation management program).

Mr. Lee discusses the Company’s spend on the approved 2020 WMP compared to
budget and states a certain threshold may be understandable, but the Company’s
budget overages are “huge and profound deviations”.! Please respond.

The nature of wildfire mitigation planning is that you do not know in advance where
you will need to invest money or how the programs should evolve taking into account
growing wildfire risk and emerging best practices in the industry. The WMP submitted

in 2020 contained the mitigation programs and forecasted scope known at that time.

! Errata Phase III Direct Testimony of Jonathan Lee at 11:184-191 (“Lee Direct”).
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Predicting accurately into categories or magnitude is nearly impossible.? It is also not
prudent risk mitigation to artificially constrain risk programs to a budget forecasted
years earlier when more recent risk data and mitigation program scopes are known.
Mr. Lee generalizes increased internal controls as a solution to limit incurring costs that
exceed the WMP budget, stating “proper internal controls can minimize overages or
impose processes for flagging or approving expenses as the spending approaches the
budgeted amount...”*> However, Mr. Lee does not claim the Company’s “huge or
profound deviations” are unsubstantiated.

Q. Mr. Lee summarizes the Company’s cost and compliance reports regarding
additional spending on the 2020 WMP. Specifically, he notes that the Company
described vegetation management activities in the 2022 report and quotes “12,595
trees were pruned along the distribution circuits and 70 trees 228 were pruned
along the transmission lines” and “1,736 trees were removed along the
distribution circuits and 206 trees were removed along the transmission lines.”*

Mr. Lee concludes with this information that “leads the Division to believe that

the associated costs were also being assigned to the WMP program and not being

allocated proportionately to normal operation and maintenance as well.”> Is this
accurate?

A. No. Mr. Lee fails to provide evidence that the Company does not properly account for

vegetation management programs between the normal operations program and the

2 As Jonathan Lee states on lines 184-185 of his Phase III Direct Testimony, “The Division recognizes that
turning the budgeted amount into an actual expense amount is not an exact science.”

3 Lee Direct at 11:185-187.

4 Lee Direct at 13:227-229; see also Rocky Mountain Power’s Utah Wildland Fire Protection Plan, Cost &
Compliance Report, Docket No. 22-035-28, at 8 (June 1, 2022).

5 Lee Direct at 13:230-232.
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wildfire vegetation management program. Work orders are specifically setup to track
the underlying vegetation management program separately from the incremental
wildfire vegetation management program. This granular tracking is done for the very
reason witness Lee is incorrectly asserting; that the programs would become
intermingled and accounted for incorrectly. It is a complex program to track (which is
why detailed work orders are required) given that off-cycle inspection and trimming
(two of the three years) is incremental wildfire activity to the underlying vegetation
program that is conducted every three years.

It is also necessary to inspect beyond FHCA boundaries for circuits that are
electrically connected to lines within FHCA because potential faults outside the FHCA
boundary would travel through the lines within the FHCA boundary; therefore, the
inspections and trimming can cover more line miles than just FHCA.

Please describe in more detail how the underlying vegetation program and the
wildfire vegetation management programs differ and how the Company
separately accounts for costs for work under each.

The underlying program refers to the Company’s routine cycle maintenance program.
The Company maintains a three-year distribution cycle in Utah. This means that the
Company inspects and corrects identified vegetation issues that arise on its distribution
system once every three years. Main grid transmission is inspected annually. Local
transmission is inspected on an as needed basis, generally during distribution cycle
maintenance.

Maintenance performed under the WMP takes place in high fire risk areas

and includes annual inspections and corrections that take place on and off the right-of-
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way (“ROW?”). The Company looks for trees with elevated risk that could grow into or
fall into Company facilities. This annual maintenance also includes pole clearing
around the base of subject poles (e.g., poles that have equipment) that have a potential
to admit spark due to equipment or hardware failure. Contractors are issued work in
accordance with WMP initiatives (including annual patrols and pole clearing) through
“work releases”. Contractors that perform work in accordance with the WMP are issued
a work release with instructions outlining the required maintenance by the Company.

The work release is tied to the billing of this maintenance with a specific work
code. For example: Inspection code is “FIN”, and the maintenance completed is
“FMD” for distribution. The Company also issues work releases with respect to regular
cycle maintenance (legacy contracted services), which reference specific work codes
to differentiate the maintenance. Example: Inspections are “DNT”, and the completed
maintenance is “DST”.

To track time worked on each program, timesheets are filled out by each crew
foreperson that corresponds to the provided work release. The contractor reviews the
timesheets to verify accuracy of the timesheet before the invoice is created for billing
and submitted to RMP. RMP foresters then review the submitted timesheets and
invoices against hourly rates and work performed within the billing period (typically
weekly). In addition, RMP’s internal senior business specialist oversees this process

and reviews each invoice while processing them for payment.
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Mr. Lee also claims the cost increases for implementing the WMP concerns the
DPU because it claims expenses in base rates may be classified as WMP and
recovered through the balancing account, citing the example of a crew working
on the FHCA. He states even though part of a circuit may be in a FHCA, the whole
circuit may be upgraded. This may create an accountability problem as the
project crews, whether Company employees or independent contractors, need to
know exactly where the FHCA ends when working on a project that borders the
FHCA in order to properly charge the work order and not inappropriately
allocate costs to the WMP.® How does the Company track this to ensure costs are
not double recovered?

Similar to what was described in the vegetation management program, work orders are
created which track activities that are completed for normal operations separately from
wildfire mitigation activities. Field employees do not determine what work orders to
charge based on their location but instead are directed to conduct an activity which has
an associated work order setup that correctly accounts for if the activity is underlying

programs or wildfire program; this process ensures costs are not double recovered.

6 Id. at 14:260-267; see also Final Report of the Independent Evaluator, Charles River Associates at 22 and 46
(“IE Report”).
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Mr. Lee notes distribution line and transmission line rebuilds were budgeted at
53 miles and 10 miles at an average cost of $330,000 per mile, but the cost
increased in 2023 to $980,000 per mile for 60 distribution miles and $1.25 million
for 20 transmission miles.” Again, Mr. Lee claims that cost controls should have
identified this increase and the Company should have asked for Commission
approval.® How do you respond?

Company witness Joelle R. Steward addresses the regulatory requirements for
Commission approval of WMPs. Mr. Lee is correct that in the 2020 WMP, the
estimated unit cost of line rebuilds was lower than the actual cost of line rebuilds
experienced since that time, driven by increased cost of material and contract
construction resources. As mentioned earlier, the mitigation of the wildfire risk is the
objective of the program and as actual unit costs are experienced those costs are
reflected in the updated WMP. However, it is important to note that the wildfire
mitigation concepts of the line rebuild program are aligned between the 2020 plan and
the 2023 plan. To constrain the mitigation programs to prior, stale budgets, which do
not reflect the reality of construction costs in the following years, improperly balances

the costs of the plan over the risk of wildfire.’

7 Rocky Mountain Power’s Response to DPU Data Request 20.5(c).
8 Lee Direct at 15:281-286.
® See Utah Code § 54-24-201(3)(c)(ii).
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Mr. Lee provides Tables 7 and 9 where he replicates Table 6 and Table 2,
respectively, from your direct testimony and implies that these costs are
distribution conditions corrections and vegetation management and an “area of
concern”. Please clarify what these costs are.

To clarify, these costs are not solely WMP costs, these are total category costs (wildfire
and non-wildfire related) to show that the Company’s costs for contractor services have
increased in total; meaning that costs are not being shifted to wildfire programs in order
to get double recovery of costs. The purpose of these tables was to be transparent with
total costs increasing and with no concerning offset, which would manifest itself
through levelized or no increase in total costs across the time period.

Mr. Lee highlights the inspection and corrections program from the 2021 cost and
compliance report and notes the increasing spend.!® Can you describe why these
costs increased?

Yes, the driving factor of the cost increases in 2022 and 2023 was conducting
incremental inspection and correction work in those areas that were identified as high
risk by the company’s Meteorology department. Given that fire risk is a dynamic
condition and cannot not be assumed to only be within the boundaries of the FHCA,
but in fact can change from season to season based on environmental conditions, the
meteorology department monitors conditions and highlights areas of fire risk for
inspection and correction of any fire risk conditions found. As a result, there was
increased activity than previous years as linemen inspected and corrected conditions in

those areas prior to summer weather events.

107d. at 23-24:399-408.
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Mr. Lee briefly discusses the internal labor aspect that was raised by the OCS in
Phase I testimony.!! What is his conclusion?

Mr. Lee incorrectly assumes that the overall company full-time equivalent (“FTE”)
count is an indicator of whether additional activity is incremental to underlying
programs. There are several issues with this approach to determining if wildfire
programs are incremental to investments made in the underlying program.

First, the overall FTE count includes departments across the Company that
are not associated with the delivery of wildfire programs so the change in the volume
of FTEs is not related. Second, the field operations and construction activity of the
company is made up of both internal FTE and external contracted services to
accomplish the work.

Mr. Lee seems to misunderstand that it is the work activity itself that is either
underlying or incremental as part of the wildfire mitigation program, not the resource
utilized to conduct the work. For example, if an internal FTE is deployed to incremental
wildfire mitigation then that internal FTE’s previous underlying work activity would
need to be accomplished by another resource (it doesn’t go away). At a high level the
end result of this dynamic resource work assignment would lead to contractors being
utilized when additional resources are needed to accomplish either the underlying or

incremental activity.

' 1d. at 29:495-506.
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Mr. Lee recognizes the post 2020 years were not normal years due to labor
shortages, material increases and other factors but recommends the 2020 costs be
escalated using CPI-U to account for inflation to come up with reasonable
amounts the Calendar Years 2021-2023. Since the Company’s request is $64
million above this amount, the DPU recommends the Company be allowed to
recover none of the requested $21 million.!> How do you respond?

I disagree with this approach. Given that the projects and programs align with the
concepts of wildfire mitigation laid out in the 2020 WMP, and that the actuals reflect
real prudent costs experienced through delivering wildfire mitigation, recovery should
be based on the cost to implement the approved plan, not a general CPI index.

Mr. Vastag quotes the IE report stating, “Mitigation program expenditures have
been provided in program totals...not the incremental amount incurred in
response to wildfire concerns.”'3 He claims this is evidence that the IE agrees with
the OCS position that there is a problem identifying what costs are incremental.
Do you agree?

No. The IE did not state an agreement that there was an issue with identifying costs as
incremental, only that it was the IE’s understanding that the costs in the WMP were
presented as total category costs (i.e. the total vegetation management program).
However, the costs presented in the 2023 WMP are in fact incremental costs (Table 24:
Planned Incremental Operations and Maintenance Expense by Program Category). As

stated earlier in my testimony, the Company does have a system for recording work

12 Id. at 31:530-548.
13 Phase III Direct Testimony of Bela Vastag at 4:76-84.
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activity that is incremental and a part of the wildfire mitigation program separate from
work activity that is part of the underlying programs.
Does this conclude your Phase III rebuttal testimony?

Yes.
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