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Q. Are you the same Mariya V. Coleman who filed direct testimony with the
Company’s initial filing and in Phase III of this proceeding on behalf of
PacifiCorp, d/b/a Rocky Mountain Power (“Rocky Mountain Power” or the
“Company”)?

A. Yes.

I. PURPOSE OF TESTIMONY

What is the purpose of your Phase III rebuttal testimony?

My testimony supports Rocky Mountain Power’s request for: (1) recovery of
approximately $185.7 million, total-Company, $82 million Utah-allocated, in test year
excess liability insurance (“ELI”) premiums;' and (2) Commission approval of the
deferral of approximately $104.4 million, Utah-allocated, of ELI incremental expenses
2023-2024 ELI premiums since 2023 that were the subject of the Company’s request
for a deferred accounting order (“DAQO”), excluding interest expenses.”? My direct
testimony focused on the factual issues the Commission, in its Order on Review in the
proceeding requesting a DAO for 2023-2024 ELI premiums, directed the Company to
address, namely the reasons why insurers increased the Company’s ELI premiums.>
My rebuttal testimony responds to the Phase III direct testimony of witnesses
representing the Division of Public Utilities (“DPU”), Office of Consumer Services

(“OCS”), Federal Executive Agencies (“FEA”), Utah Association of Energy Users

! Phase III Direct Testimony of Mariya V. Coleman, line 67; Phase I Rebuttal Testimony of Shelley E. McCoy,
line 39 (Table 1).

2 This amount does not include interest. In Docket No. 23-035-40, the Company requested authority to defer the
amounts of its ELI premium expenses since for its 2023-2024 coverage period that exceeded the amount included
in rates. If the Commission approves the Company’s request for a deferred accounting order (“DAQO”), the
Company will return to the Commission to request recovery of those costs in a subsequent proceeding, as
discussed in the Phase III rebuttal testimony of Company witness Ms. Shelley E. McCoy.

3 See Application of Rocky Mountain Power for a Deferred Accounting Order Regarding Insurance Costs, Docket
No. 23-035-40, Order on Review at 19-21 (May 29, 2024).
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(“UAE”), Utah Large Customer Group (“UTLCG”), and Western Resource Advocates
(“WRA™).*

Please summarize your Phase I1I rebuttal to the intervenor direct testimony.

The Company has historically obtained ELI policies as a prudent response to various
liability risks. As wildfire liability risk has increased for utilities, particularly in the
Western Unites States (“U.S.”), the importance of maintaining adequate ELI coverage
has only become more pronounced.

As I stated in my Phase III direct testimony, I have been involved in procuring
the Company’s excess liability insurance policies since December 2013. I lead a team
that obtains the Company’s insurance policies, including coverage for ELI. My direct
testimony demonstrated that the ELI premium increases that accelerated in 2023-2024
and continued in the test year were not based on insurers’ perceptions that the Company
engaged in “tortious conduct” as a result of the verdict in the James litigation.” Rather,
the premium increases were based on factors insurers regularly consider, including the
Company’s loss history and claims paid by insurers, along with assessment of risks
facing the Company during the period its policies will be in effect — including wildfire
and associated litigation risks.

The intervenors make several different arguments directed toward disallowing
recovery of the Company’s ELI premiums, which I respond to individually. Overall,

however, I found two key misconceptions running through most of their testimony.

4 Company witness Joelle R. Steward responds to the Phase III Direct Testimony of Utah Clean Energy. Company
witnesses Ms. Steward, Ms. Shelley E. McCoy, and Mr. Frank Graves also respond to Phase III intervenor
arguments in their rebuttal testimony filings.

5 James v. PacifiCorp, No. 20-CV-33885 (Cir. Ct. Multnomah Cnty., June 12, 2023) (“James”). The Company
has appealed the James verdict. The appeal is currently pending at the Oregon Court of Appeals.
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First, witnesses for DPU, OCS, UAE, UTLCG, and WRA conflate the fact that insurers
take wildfire events and litigation into account when establishing ELI premiums, with
the inaccurate notion that the Company’s insurers imputed a determination about
tortious conduct into their ELI offers from 2023 to date. The Company does not contest
that the increasingly frequent occurrence of wildfires, allegations of utility negligence,
and large jury verdicts impact ELI premiums and availability for utilities. But those
factors do not equate to insurers increasing PacifiCorp’s ELI premiums because they
judged PacifiCorp culpable of tortious conduct. Witnesses for intervenors attempt to
impute negligence factors into insurance calculations where they do not exist in
practice.

Second, witnesses for DPU and WRA urge the Commission to set the
Company’s recoverable ELI premiums based on premiums paid by other utilities.
While insurers may compare peer utilities in assessing industry risk, [ am not aware of
any insurer using one utility’s premiums as a benchmark for setting the terms of another
utility’s policy terms. Insurance premiums: (1) reflect an individual company’s loss
history with an insurer; (2) will differ based on coverage amounts included in policies;
and (3) consider company-specific assets, geographic territory, and risks. I am aware
of no analogy in the insurance business to a determination that a reasonable ELI
premium for one insured company can be ascertained by simply applying a multiple to
another company’s premium amounts. I recommend the Commission not base its
determinations on this approach, which is unreliable and not used by the insurers who

offer policies to the Company.
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As I stated in my direct testimony,® the Company recognizes that ELI cost
increases have been extraordinary. Increasing insurance premiums do not benefit the
Company, but the insurance coverage the policies provide remains essential. The
Company is evaluating an insurance mechanism proposal to be filed in the coming
months for Commission consideration, the objective of which is to optimize future
insurance-related expenditures. The ELI policies currently in effect, however, offer the
best available alternative and are needed to manage current risks. The Company urges
the Commission to authorize recovery of ELI policy costs.

How is your Phase III rebuttal testimony structured?

My rebuttal testimony addresses the assertions made by each of the ten Phase III

intervenor witnesses on a party-by-party basis in Sections II through VII. Section VIII

of my rebuttal testimony supports the Company’s recommendation to recover its actual,

incremental ELI premium expenses since 2023 through the DAO and this rate case.
II. RESPONSE TO DPU DIRECT TESTIMONY

What are your general observations about DPU’s testimony?

In many respects, DPU witnesses’ general descriptions of the insurance market and the

factors considered by insurers are consistent with my experience, and with my Phase

III direct testimony. I have several points of disagreement with the conclusions DPU

witnesses draw from their analysis of the Company’s procurement of ELI policies. Like

the testimony of several intervenors, DPU’s Phase III direct testimony argued mainly

about the allocation of ELI premium costs to Utah and other states. The Company’s

¢ Direct Testimony of Mariya V. Coleman, lines 146-147.
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response to the state cost allocation issues is primarily included in Company witness
Joelle Steward’s Phase III rebuttal testimony.

What issues in the DPU Phase III direct testimony will you address?

I will respond to: (a) DPU witnesses Jeffrey S. Einfeldt’s, John Gleba’s, and Peter
Kelly’s claims regarding the impact of the James verdict on ELI premiums; (b) DPU
witnesses Mr. Einfeldt’s and Gleba’s arguments regarding the inter-affiliate allocation
of insurance costs among Berkshire Hathaway Energy (“BHE”) companies; (¢) DPU
witness Mr. Einfeldt’s proposal to disallow recovery of ELI premiums if they exceed
levels experienced by unrelated utilities; and (d) DPU witness Mr. Kelly’s proposal for
imputing a “negligence portion”’ to ELI premiums. The Phase III rebuttal testimony of
Company witness Graves will also address the analysis underlying the proposals made
by witnesses Mr. Einfeldt and Mr. Kelly referenced above as issues (c) and (d).

How do you respond to the DPU witnesses’ arguments regarding the impact of the
James verdict?

In my Phase III direct testimony, I identified the factors that the Company’s insurers
consider when preparing excess liability policies.® I explained why the factors the
insurers considered in setting the Company’s 2023-2024 and test year ELI premiums
did not include the James verdict or its disputed legal and factual findings regarding

“tortious conduct” by the Company.’ My testimony included information provided by

7 See Phase I1I Direct Testimony of Peter J. Kelly, lines 917, 956, 961.
8 Phase 111 Direct Testimony of Mariya V. Coleman, lines 160-383.

1d.
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_. DPU witness John Gleba acknowledges that

“PacifiCorp’s 2020 insurance benefits were already exhausted before the James verdict
in 2023. For that reason, none of the James damages was paid for by excess liability
insurance.”'® DPU’s other witnesses appear to have disregarded this information,
instead relying on speculation about the motivations and actions of the Company’s
insurance providers. Moreover, all DPU’s witnesses conflate the impact of the James
verdict on ELI premiums with the impact of major wildfire events in the Company’s
service territory.
Please explain how DPU witnesses failed to distinguish the impact of the James
verdict from the impact of the occurrence of wildfires.
The best example can be found in a single paragraph of DPU witness Mr. Einfeldt’s
testimony. Mr. Einfeldt mentions that the “Oregon fires occurring around Labor Day
Weekend in 2020 (“Labor Day Fires”) resulted in a jury verdict in the James case.”!!
In the next sentence, Mr. Einfeldt says: “The Labor Day Fires and the McKinney fire
in 2022 have had an adverse effect on the inordinately large insurance cost increase
experienced by PacifiCorp.”!?

Mr. Einfeldt is correct that the “Labor Day Fires and the McKinney fire”
impacted the size of the ELI premium increases the Company has experienced. As |

detailed in my direct testimony filed with the initial filing and Phase III direct

testimony, the Company filed claims with its ELI insurers to recover liabilities

10 Phase III Direct Testimony of John Gleba, lines 843-845.
' Phase 111 Direct Testimony of Jeffrey S. Einfeldt, lines 168-169.
12 1d. at lines 171-173.
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associated with certain of the Labor Day Fires.!® The extraordinary wildfires exhausted
the Company’s 2020 policy year ELI coverage before any claims could be made based
on the group of fires subject to the James litigation.'* There is no doubt the Company’s
insurers took the Company’s loss history (which included large claims in 2020
unrelated to the James fires and unrelated to any finding of negligence) into account

when they increased the Company’s ELI premiums for the 2023-2024 and subsequent

ELI policy periods. They did nor, |
_15 base those premiums on assessments of the Company’s

negligence in its response to the fires subject to the litigation in James.
Q. Why is this distinction important in this proceeding?

Neither Mr. Einfeldt nor the other intervenor witnesses opining on insurance matters
contest the fact that loss history is a central component of insurers’ assessment of
premium levels for ELI policies. As Mr. Einfeldt testifies, “insurers’ costs paid for
losses related to the Company’s recent wildfires, and the insurers’ expectations for
potential losses will drive up premiums.”'® The 2020 and 2022 fires caused the
Company to call on its ELI insurance to pay large liability claims, thus creating a
substantial, wildfire-driven loss history. But that loss history did not include losses

generated by James claims.

13 See Phase 111 Direct Testimony of Mariya V. Coleman, lines 208-214 (“The 2020 policy year included several
extraordinary wildfires in the PacifiCorp region. Four of those fires were the subject of claims litigated in the
James case (these fires are known as the Beachie Creek, Echo Mountain, South Obenchain, and Two Four Two
fires). In addition, several other fires occurred in PacifiCorp service territory but were not included in the James
litigation (these fires include the Alameda, Archie Creek, French Creek, Susan Creek, Lionshead, and Smith
Springs Road fires.))”

"“Direct Testimony of Mariya V. Coleman, lines 216-218. The Company has not made insurance claims related
to James, nor has it otherwise paid James claims to date.

15 Phase III Direct Testimony of Mariya V. Coleman, Exhibit RMP__ (MVC-1), _
16 Phase I1I Direct Testimony of Jeffrey S. Einfeldt, lines 202-204.

Page 7 - RMP Phase III Rebuttal Testimony of Mariya V. Coleman re: ELI & DAO



142

143

144

145

146

147

148

149

150

151

152

153

154

155

156

157

158

159

160

161

162

The notion supported by Mr. Einfeldt and other Phase III witnesses that some
portion of the Company’s premium increases are attributable to insurers’ conclusions
about the Company’s negligence rest entirely on the incorrect factual assumption that
the insurers took James losses into account or otherwise endorsed the jury’s findings
in the James case.

Q. How do you respond to DPU’s argument that insurers consider the amount of
wildfire litigation a utility faces when considering ELI policies?

A. DPU witness Mr. Kelly argues that insurers “consider the frequency and severity of
wildfire-related litigations in determining their willingness to write risks with wildfire
exposures and if so, at what terms, capacity and coverage.”!” Mr. Kelly is correct that
in the last decade significant wildfires have been uniformly followed by massive
liability claims and lawsuits against utilities. Not surprisingly, the data Mr. Kelly cites
regarding utility wildfire claims settlements directly track the incidence of historic
wildfires — with large settlement amounts associated with major wildfires in California
(2019), Hawaii (2023), and Oregon (2020).'8 The correlation between large fires and
large legal claims at this point is self-evident; insurers are not blind to the risk that
liability claims and lawsuits will be filed if their customers experience wildfires in their
service territories.

Q. Did the DPU witnesses use the James negligence findings to question the
reasonableness of the Company’s ELI premiums?

A. While Mr. Einfeldt mentioned James briefly and implied it impacted the Company’s

17 Phase 111 Direct Testimony of Peter J. Kelly, lines 829-831.
18 Id. at lines 820-822 (Figure 4.3: Settlement Values of Major Wildfire Legal Actions Against Utilities (2018-
2024)).

Page 8 - RMP Phase III Rebuttal Testimony of Mariya V. Coleman re: ELI & DAO



163

164

165

166

167

168

169

170

171

172

173

174

175

176

177

178

179

180

181

182

183

loss history and premium increases, he did not offer facts to back up his implication.
DPU witness Mr. Kelly also did not argue that the Company’s insurers-based ELI
premium increases on a conclusion that the Company’s actions during the Labor Day
fires were negligent. Instead, Mr. Kelly creates his own subjective assessment of utility
negligence in the wildfire context. Mr. Graves addresses Mr. Kelly’s analysis.

You referenced arguments by DPU witnesses Mr. Einfeldt and Gleba regarding
the inter-affiliate allocation of insurance costs among BHE companies. Please
summarize your understanding of that testimony.

Much of the intervenor direct testimony, including DPU’s testimony, is devoted to
proposing novel ways of allocating the Company’s insurance costs among the six
PacifiCorp states. Those allocation issues are primarily addressed in Ms. Steward’s
Phase III rebuttal testimony, but I will respond to DPU’s related testimony on how
BHE allocates costs to its subsidiaries. To some extent, DPU’s testimony conflates
allocation of costs among BHE companies with allocation among PacifiCorp’s states.
How was this confusion of issues reflected in DPU’s testimony?

For example, DPU witness Mr. Kelly suggests that BHE model “the wildfire liability
risk for the entire portfolio of states, with state-specific risk adjustments ... to fairly
determine the likely recoveries under the insurance and reinsurance program.”!® This
type of modeling is certainly a policy option the state commissions with jurisdiction
over PacifiCorp could consider in determining which states are responsible for what

portion of the Company’s insurance cost.

19 1d. at lines 1110-1113.
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BHE seeks insurance for its companies on a portfolio basis to take advantage
of the size and buying power BHE possesses as a company with utility operations in
numerous jurisdictions facing various types of insurable risk. BHE subsidiaries’
policies are not offered by insurers on a state-specific basis (with the exception of
certain state-specific insurance limits I discuss later in my testimony). DPU does not
explain how the state-by-state modeling it proposes would reduce the overall BHE
insurance cost. My experience in the utility insurance market convinces me that BHE
is able to attract more favorable rates and coverage options than PacifiCorp could if it
sought coverage for any single state in its service territory.

Does DPU argue that bulk purchasing at the BHE level is an imprudent approach
to procuring ELI insurance policies?

No. DPU witness Mr. Kelly recognizes that “the economies of scale from insurance
bulk purchasing are usually very real and BHE overall purchasing power would be
expected to result in a Utah/RMP cost allocation which is lower than if Utah/RMP
purchased a standalone program,” but vaguely adds that “a hard market may result in
market forces where this might not be true.”?° Mr. Kelly does not suggest that the
Company erred in procuring ELI at the BHE corporate level, however, nor does he
identify why that decision “might not be” advantageous in today’s insurance market.
Rather, he suggests that “[a]s the Commission and Utah/RMP move forward on this
issue, the parties would do well to ... consider a review of the bulk-purchased insurance

program covering Utah/RMP and other states.”?!

20 The Company does not contest that utility ELI insurance is experiencing what Mr. Kelly characterizes as a
“hard market.” Id. at lines 1120-1125 (defining a “hard market” as a market “whereby rates are significantly
higher than typically seen and underwriting restrictions are also typically tightened”).

21 Id. at lines 1126-1129.
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The Company will participate in such a review if the Commission believes it
would be productive for examining forward-looking insurance procurement. The issue
in this proceeding, however, is whether the decisions BHE and the Company made to
procure ELI since 2023 have been prudent, and whether the premiums paid for the
coverage are thus recoverable. DPU’s testimony does not present evidence of any
demonstrable advantage to the Company or its customers of having procured ELI on a
PacifiCorp-only or other alternative basis (if ELI is even available in the market based
on such categorization). Notably, if such an advantage existed, BHE and the Company
would have every incentive to pursue it. 2
Are there other issues regarding the BHE inter-affiliate insurance allocation
identified in DPU’s testimony?

Yes. DPU witness Mr. Einfeldt argues that he cannot determine whether BHE’s internal
allocation among companies is fair and reasonable. Mr. Einfeldt concludes, however,
that “PacifiCorp’s assigned ELI annual increase is substantially higher than that of the
other BHE entities as a group, varying from 5% to nearly 145% more than the non-
PacifiCorp BHE entities.”?*

Do you agree that PacifiCorp’s ELI increases have been higher than those for
other BHE companies?

Yes, because PacifiCorp’s service territory includes six states that have been identified

by insurers as having higher fire risk than the areas served by most BHE companies

located in other parts of the U.S. Insurers have specifically added charges in order to

22 Company witness Steward discusses the ongoing wildfire risk regulatory mechanisms stakeholder process
and workshops process initiated by the Company.
23 Phase I1I Direct Testimony of Jeffrey S. Einfeldt, at lines 155-157.
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mnsure wildfire risks in the following Western States: Alaska, Arizona, Colorado,
Hawaii, Idaho, Montana, New Mexico, Nevada, Texas, Utah, Washington, Wyoming.
The Company operates in not one, but six of the twelve states called out by insurers. In
addition, in recent years PacifiCorp has experienced wildfire events that have resulted
in a more substantial loss history than for other BHE utilities. The costs of obtaining
wildfire coverage at prudent limits have been increasing for Western states utilities at
a much faster pace than for other utilities (except perhaps for those located in high
hurricane risk areas). Mr. Einfeldt’s calculations do not differentiate the parts of the
premium that are for western wildfire msurance specifically as opposed to the ELI
policies that insure all other risks. BHE businesses that do not operate in the specific
Western States identified by insurers do not share that portion of the premium specific
to Western State coverage. Mr. Emfeldt’s calculation appears to not differentiate the
various costs.

PacifiCorp benefits from the BHE-wide common cost savings associated with
a unified corporate structure and bulk purchasing power. The premiums associated with
PacifiCorp’s loss history and service territory risk profile are, however, costs that are
not common and thus not shared. Premium increases are not driven by an unreasonable
BHE allocation; they are driven by the “hard market” factors that affect all Western
utilities, 1n particular those who have been exposed to a wildfire event and associated

liability claims.?*

24 DPU witness Kelly supports Mr. Einfeldt’s “hard market” thesis for utility ELI insurance. Phase IIT Direct

. lines 676-678
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How do you respond to DPU’s suggestion that the Commission require the
Company to obtain ELI policies specific to Utah?2

A single-state ELI policy is not a good idea if the objective is to reduce the cost of ELI
premiums while maintaining adequate insurance coverage. This is the case for three
reasons. First, as discussed above, the Company achieves cost savings from
diversifying its risk among the BHE utilities, which have a footprint well beyond the
Western states where wildfire risk is exceptionally high. In addition, the diversification
of risk among the six PacifiCorp states provides another layer of cost control that would
likely be missing in any state-specific policy. Second, the Company’s insurers do not
typically offer ELI policies on a state-by-state basis. Purchasing a special policy for
any individual state would likely come at a higher cost due to the insurers exposure to
claims against an incremental limit sold. Third, insurers do not view Utah as being a
state with wildfire risk that is low relative to other Western states. All of these factors
are highly likely to lead to a single-state policy with even higher costs that would all
be attributable to Utah customers.

If the Company cancelled the ELI policies now in effect to pursue a different
approach, how would it affect ELI costs?

The Company’s current ELI policies have eighteen (18) month terms. While insurers
normally insist on a maximum one-year term, the Company was able to obtain the
longer term when it renewed its policies in August 2024. The longer term locks in
premium levels during a time of increasing premiums, thus preventing another large

cost increase in 2025, moves the renewal away from the historically experienced

25 Id. at lines 1126-1135.
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wildfire season in the Western United States. The 18-month term expires in February
2026.

ELI policies are sold as what is known as “fully earned” policies. This means
that premiums are paid when the policy is written, do not change during the term of the
policy, and are not refundable. Unlike policies sold to individual consumers (such as
auto insurance policies), premiums are not pro-rated and refunded if a corporate ELI
policy is cancelled. Thus, the Company has paid the premiums on its existing policies,
and any changes to its insurance program (such as adding a self-insurance component
or obtaining a state-specific policy) will not result in a refund of premiums already
paid.

Please summarize Mr. Einfeldt’s recommendation that the Commission “weigh
other companies’ insurance experiences heavily” when determining a reasonable
ELI premium to include in rates.26

Mr. Einfeldt refers to Exhibit RMP_ (FG-4), attached to Company witness Frank
Graves’s direct testimony filed with the Company’s initial filing, which contains
wildfire liability premium costs for five of the Company’s peer western utilities
spanning the 2015/2016 through 2022/2023 policy years. These comparisons
demonstrate the fact that wildfire risk has caused insurance premium increases for
utilities throughout the West.

Mr. Einfeldt, however, suggests that other utilities (regardless of their
individual loss histories or other distinguishing factors), serve as benchmarks for what

utility ELI premiums should be. He recounts the percentages by which these utilities’

26 Phase I1I Direct Testimony of Jeffrey S. Einfeldt, lines 206-220.
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premiums have grown over varying time intervals, concluding that “PacifiCorp’s
premium growth differs markedly from most of these other companies,” and claims
that “[o]ne can reasonably conclude PacifiCorp’s own wildfire liability is at least a
significant part of the answer.”?” Based on his review of the wildfire liability premium
growth rates, Mr. Einfeldt suggests that the Commission could apply a 100 percent to
400 percent cumulative growth rate to the ELI premium costs currently included in
rates to estimate a reasonable total company ELI premium for PacifiCorp, claiming that
these growth rates are more in line with the increases seen by PacifiCorp’s peer
utilities.”® Based on the $10.5 million ELI costs currently in rates from the Company*s
2020 general rate case, this proposal would cap the Company’s ELI costs at between
$21 million and $42 million.?

Do you agree that Mr. Einfeldt’s approach is reasonable?

No. Mr. Graves will respond in greater detail to Mr. Einfeldt’s analysis and proposed
disallowance of ELI premiums, as well as other parties’ comparisons of the growth in
PacifiCorp’s premiums to those of other utilities. I have several concerns about Mr.
Einfeldt’s approach. First, the claims and loss history of other utilities may be different
from PacifiCorp’s, which makes comparing the size of premium increases across
utilities misleading. It is difficult to imagine an insurer basing an insured’s premiums
on the claims and loss histories of a completely different entity or entities. In fact,
Western utilities that have experienced losses in recent years have been subject to ELI

premium increases comparable to those experienced by PacifiCorp.

27 Id. at lines 182-197.
28 Id. at lines 217-220.
2 Id. at lines 313-320.

Page 15 - RMP Phase III Rebuttal Testimony of Mariya V. Coleman re: ELI & DAO



311

312

313

314

315

316

317

318

319

320

321

322

323

324

325

326

327

328

329

330

331

332

Second, this approach also does not take account of the fact that PacifiCorp’s
premiums have historically been quite low, which makes the percentage increase to
contemporary levels higher than it would otherwise be. This point is illustrated by data
presented in the direct testimony of UTLCG, which provided a comparison showing
that historically, PacifiCorp’s injury and damages expenses were significantly lower
than some of the peer utilities with whom it is compared when calculating percentage
increases. >’

Third, comparisons of premiums do not tell the entire story of the cost of ELI
purchased by utilities. The coverage levels attained for the premium paid are a key
indicator of the value of the insurance. Moreover, some policies include features that
prevent premiums comparisons from being apples-to-apples. For example, the policies
offered by Energy Insurance Mutual (“EIM”) (which I discuss in more detail in my
responses to UAE’s direct testimony) may be purchased at a lower upfront premium
based on an agreement to pay an additional premium later based on the insured’s level
of claims. This type of nuance, as well as the absence of including coverage levels in
the calculation, makes recovery based on comparative premiums an unreasonable
approach.

How do you respond to DPU witness Mr. Kelly’s negligence assessment and the
recommendations that he bases on it?

Mr. Graves identifies several issues that undermine the usefulness of DPU witness Mr.
Kelly’s recommendation. Mr. Kelly testifies that “[o]ur aim is to estimate the portion

of increase in excess liability premium from the 2023 to the 2024 policy period which

30 See Amended Phase 111 Direct Testimony of Billie S. LaConte, at 6.
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can be attributed [to] wildfire negligence,” and that his methodology for doing so is
“being recommended to be used for estimating the negligence portion of excess liability
premium and how it should be applied.”*! Disregarding the evidence that insurers did
not increase the Company’s ELI premiums based on negligence, Mr. Kelly imputes a
“negligence premium” through a novel analysis that is unlike anything I have ever seen
from insurance companies or brokers in my years of working on coverage for BHE
companies.

How do you respond to DPU witness Gleba’s testimony that the Company should
“incorporate price and cost hedging strategies”>? to manage volatile ELI costs?
Mr. Gleba references “sophisticated contractual structures and derivative portfolios”
used by companies “to smooth out shocks in the supply chain or in the off-take prices
paid by the buyers of energy.”3* He argues that such financial instruments should be
used to smooth out the volatility of insurance price shocks like those caused by wildfire
risks in Western states. Mr. Graves addresses DPU witness Gleba’s arguments
regarding hedging ELI cost volatility. While I am not an expert in hedging strategies,
in my role as an insurance professional, I am not aware that the types of ELI premium
hedging instruments Mr. Gleba suggests are available in the market. Mr. Gleba did not
identify any such instruments, or the extent to which they could mitigate a Western

utility’s ELI premium costs.

31 Phase III Direct Testimony of Peter J. Kelly, lines 916-920.
32 Phase I11 Direct Testimony of John Gleba, lines 1480-1481.
3 Id. at lines 1481-1483.

Page 17 - RMP Phase III Rebuttal Testimony of Mariya V. Coleman re: ELI & DAO



361

362

363

367
368
369
370
371

372

373

374

REDACTED

III. RESPONSES TO OCS DIRECT TESTIMONY
What issues in the OCS Phase III direct testimony will you address?
I respond to the testimony of OCS witnesses regarding: (a) the impact of the James
verdict on the Company’s ELI premiums; and (b) OCS testimony on potential options
for self-insurance to replace commercial ELI policies.
Did OCS respond to the Company’s Phase III direct testimony on the impact of
the James verdict on ELI costs?
Yes. OCS witness Ms. Anderson acknowledges that “RMP shows that the James
verdict would not have been considered in any loss history leading to an impact on the
2023 or test year ELI [premium] costs (due to the exhaustion of insurance coverage for
2020 prior to the James case).”** Nevertheless, Ms. Anderson concludes that “it defies

common sense to believe that it wasn’t factored into insurance providers’ assessment

of risk exposure.” As support for her assertion, Ms. Anderson cites the information

filed with my Phase III direct testimony provided by _

How do you respond to OCS witness Ms. Anderson’s position?
OCS, like DPU (as discussed above), muddles a eritical distinction regarding the

rationale for ELI premium increases. The Commission’s DAO order allowing

34 Phase ITI Direct Testimony of Alyson Anderson, lines 82-85.
¥ Id. at lines 85-86.
% Id. at lines 92-96.
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rehearing posed the question of whether the Company’s ELI premiums were prudently
incurred, and thus recoverable in rates.’’” The Commission requested additional
evidence on whether the Company’s insurers raised ELI premiums because the
Company acted negligently in its response to the 2020 Labor Day fires litigated in
James. My Phase III direct testimony, as OCS witness Ms. Anderson recognizes,
demonstrated that insurers did not raise premiums because of the negligence findings
in James.®

Insurers do consider, as I discuss above, the increasing frequency of massive

jury verdicts when wildfires occur. The legal environment a utility faces is one of the

factors an insurer is likely to consider when offering coverage and premium levels. .

-39 An msurance company may take notice of large jury verdicts like that in
James, or cases in other jurisdictions, as an indication of increased litigation risk. The
fact that a jury could reach an extraordinary verdict in a utility wildfire liability case
may have added to insurers’ general, industry-wide concerns about future utility risk
exposures; but the insurers did not increase the Company’s premium because of the

negligence findings by the James jury i particular.

37 Docket No. 23-035-40, Order on Review at 19-21,
38 See Phase III Direct Testimony of Mariya V. Coleman, Exhibit RMP

Id.
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Are there other examples of increased wildfire liability that insurers would have
considered when preparing the insurance policies offered to the Company?

Yes. While the Company’s insurers were aware of the James verdict, they also were
aware of the 2023 fires in Maui (and the immediate claims against utilities asserted by
plaintiffs in Hawaii), the 2021 Marshall fires that struck densely populated areas in
Colorado, and numerous fires that had resulted in claims against utilities in California
and other Western states. The Company was not unique in experiencing dramatic
insurance premium increases associated with continuing exposure to wildfire risk. The
increases have accelerated as insurers record more wildfire liability claims in utilities’
loss histories with the insurers.

How do you respond to OCS witness Ms. Anderson’s assertion that “it is
common sense to believe that the James verdict impacted”4? ELI costs?

Again, the Company agrees that the increasing incidence of massive jury verdicts in
wildfire litigation industry-wide impacts insurers’ willingness to offer ELI coverage to
utilities. This is different from OCS witness Ms. Anderson’s conclusion that it was
insurers’ agreement with the negligence findings of the James jury that caused
premiums to increase. Moreover, from an insurer’s perspective, it is an exercise of
“common sense” to base premium increases on losses incurred by the insurer—and the
James verdict has not caused any such losses. It is financial risks to the insurers that
drive premium adjustments, not insurers’ views of the credibility or accuracy of jury

verdicts.

40 Phase I1I Direct Testimony of Alyson Anderson, lines 99-100.
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How do you respond to OCS witnesses’ testimony regarding self-insurance
options for ELI coverage?

The option of displacing some or all commercial insurance policies with a self-
insurance program advocated by OCS witnesses Ms. Anderson and Mr. Ellis is not a
new concept for the Company. In her Phase I testimony in this proceeding, Ms. Steward

described the potential benefits of self-insurance in detail.*!

She also discussed many
of the considerations affecting the choice of commercial or self-insurance that are
repeated in OCS witness Ellis’ direct testimony.*? As several intervenor witnesses
acknowledge, the Company also initiated an ongoing forum for dialogue with
stakeholders that seeks to develop consensus recommendations on issues like self-
insurance that can be filed for approval by state commissions. As Ms. Steward testifies,
the Company plans to make a filing later this year to further address insurance issues.
Ms. Steward also discusses OCS’s proposal, along with testimony on self-insurance
included in WRA’s direct testimony, in her rebuttal testimony.
IV.  RESPONSES TO UAE DIRECT TESTIMONY

What issues in the UAE Phase III direct testimony will you address?

My rebuttal focuses on UAE witness Higgins’s proposal to disallow 9.5 percent of both
the Company’s test period ELI premiums and the 2023-2024 premiums at issue in the
DAO request. For the test year premiums, UAE’s proposal would disallow recovery of

approximately $16.7 million total-Company, $7.4 million Utah-allocated.** For the

deferred costs, the 9.5 percent disallowance would equate to a reduction of

41 See Direct Testimony of Joelle R. Steward, lines 638-649.
42 See id. at lines 633-749.
43 Phase III Direct Testimony of Kevin Higgins, lines 29-32.
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approximately $10 million Utah-allocated (i.e., 9.5 percent of the $104.4 million

requested ELI premiums recovery) In addition, I address Mr. Higgins’s rationale for

the disallowance despite his conclusion that “the Company has been able to
demonstrate that the James verdict is not included in its loss history.”**

Q. What is the basis for UAE’s recommended adjustments to the test-year ELI
premium expense?

A. UAE bases its adjustment on the “loss premium assessment” that one of the Company’s
insurers included in the policies offered to the Company.* Mr. Higgins testifies that
his recommendation equates to a “9.5 percent disallowance ... for [] incremental test
period expense[s] [that should] be applied to the deferral cost as well.”*®

What is the loss premium assessment?

The loss premium assessment is a contractual premium amount owed to one of the

Company’s insurers, EIM. The loss premium assessment is levied under EIM’s policy

form when the paid loss ratio for all policy terms exceeds 150 percent.*’

What is the paid loss ratio?
The paid loss ratio is a ratio consisting of the total losses submitted in claims to an
insurer divided by the total premium expense that the insured has paid.

Q. What role does the paid loss ratio play in the insurance policies that the Company

secures from EIM?

A. Compared to other insurance available to the Company, EIM’s policies charge a lower

4 Id. at lines 34-35.

4 Id. at lines 256-302.

4 Id. at lines 359-361, 365-368.

47 See Phase 111 Direct Testimony of Kevin Higgins, CONF UAE Exhibit PH3 7.5 (RMP Confidential Response
to UAE Data Request 22.1).
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premium for coverage. EIM agrees to a lower upfront premium for two reasons. First,
EIM does not offer the first tier of coverage to the Company. Instead, the Company can
make claims on its policies with EIM only after exhausting the coverage in the policies
provided by the Company’s primary insurers, such as AEGIS. For this reason, it is less
likely that the Company will submit a claim with EIM, which reduces EIM’s risk
exposure and enables it to charge the Company a lower premium compared to an
insurer like AEGIS.

Second, EIM’s insurance policies further mitigate its financial risk by including
a loss premium the insured agrees to pay when its cumulative loss history exceeds 150
percent of the cumulative premiums that the insured paid for the EIM policy. This one-
time premium assessment will increase insurance expense in the short term, but only
because the insured has benefited from previous claims exceeding total premium
expense.
Is it prudent for the Company to acquire insurance coverage from EIM
notwithstanding the possible loss premium assessment?
Yes, it is. The coverage provided by EIM policies plays an important role in ensuring
that the Company secures adequate insurance for its operations throughout its service
territory. EIM charges lower premiums for these policies. Even after accounting for the
recent loss premium assessment, the Company’s decision to secure additional
insurance through EIM remains prudent. In years in which claims are relatively low,
EIM offers an important layer of insurance coverage at a much lower cost than other

policies that do not include a potential loss premium payment.
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Does the loss premium assessment represent an insurer’s judgment that the
Company is not managing wildfire risk?

No. UAE cites the loss premium assessment as evidence that insurers consider the
Company to be “riskier than other utilities because of its past performance in managing
wildfire risk™ and for that reason asserts that the Company should bear the expense of

the loss premium assessment.*

However, UAE’s description of the loss premium
assessment is not accurate. The loss premium assessment is part of the package of
insurance offered by EIM that offers a low upfront premium but the possibility that an
additional premium will be assessed based on an insured’s loss history. While it is true
that several wildfires occurred in the Company’s service territory in 2020, which
resulted in the Company filing large claims with its insurers, the loss premium
assessment is not indicative of any failure to manage wildfire risk. Rather, the loss
premium assessment is driven exclusively by the amount of claims the Company makes
against its EIM policies.

The Company makes substantial efforts to address the wildfire risk within its
service territory, as evidenced by the Company’s Wildfire Mitigation Plans filed
throughout its service territory, including in Utah. Insurance is a necessary business
expense for occasions when unanticipated liabilities arise, but the Company takes
action to avoid those liabilities in the first place. In fact, these mitigation actions are

crucial because if the Company were not taking sufficient actions to safely operate its

business it is likely that insurers would not offer ELI policies in the first place.

48 Phase III Direct Testimony of Kevin Higgins, lines 290-293.
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Did the James litigation cause the Company to incur the loss premium
assessment?

No, it did not. As discussed above, the Company did not submit any claims for the
liability at issue in James, and as a result the James damages were not included in the
Company’s paid loss ratio that EIM uses to calculate a loss premium assessment.
Moreover, the Company did not incur the loss premium assessment as a result of the
jury’s findings regarding the Company’s negligence. Rather, the loss premium
assessment results from significant wildfires occurring within the Company’s service
territory, which resulted in large claims filed with the Company’s insurers.

How do you respond to UAE’s recommendation to disallow recovery of the loss
premium assessment?

The Commission should reject UAE’s recommended adjustment. As explained above,
the loss premium assessment did not result from the James litigation and is not
indicative that the Company is “riskier than other utilities.”*’ The Company paid the
loss premium assessment as it would any other contractual insurance premium. EIM
did not make a judgment on the Company’s risk profile when it charged the loss
premium based on past insurance claims. Rather, EIM simply required payment of a
premium due under its policy.

What impact would a disallowance of the EIM loss premium assessment have on
the Company’s future procurement of ELI?

A disallowance of the loss premium assessment would provide an incentive for the

Company to avoid obtaining policies like those offered by EIM. In years where claims

4 Id. at lines 290-291.
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are relatively low, policies that defer a part of the premium based on whether losses are
incurred offer a cost advantage over traditional policies. The Company’s prudent
choice to obtain such policies, which provide overall cost benefits to customers, should

not result in the multi-million disallowance recommended by UAE.

How do you respond to UAE’s argument that the Commission should reject
deferral and recovery of the 2023-2024 ELI premiums at issue in the DAO docket?
UAE acknowledges that there was no loss premium assessment applied to the 2023-
2024 ELI premiums for which the Company requested deferral and recovery in the
DAO proceeding. UAE recognizes that its 9.5 percent disallowance is not tied to any
quantifiable link between the ELI premiums and the loss premium assessment, but
rather offers it purely as a “proxy for a conservative disallowance applicable to the
requested deferral.”>°

More broadly, UAE recommends a complete rejection of the deferral and

recovery of the 2023-2024 ELI premiums based on its contention that the Company did

30 Id. at lines 367-368.
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not satisfy the factual conditions set forth by the Commission in its DAO order granting
rehearing. UAE’s position is based on a faulty reading of the Commission’s order.
Please explain.
In the DAO rehearing order, the Commission stated that for purposes of determining
whether 2023-2024 ELI premiums could be deferred and recovered:

The pertinent question is whether RMP’s tortious conduct in relation

to the events underlying James, its conduct for which a jury assessed

punitive damages and found RMP culpable for causing the 2020

Oregon wildfires, impacted RMP’s ELIP and to what degree.’!
I have supplied emphasis to the terms stating that the Commission sought information
regarding the impact of “tortious conduct,” the “conduct for which a jury assessed”
damages in James. UAE ignores the key terms, arguing that:

While RMP has been able to demonstrate that the James verdict is not

included in its loss history, other fires attributed to the Company

are included in that history and undoubtedly

impacted the increase in the Company’s excess liability insurance

premiums. >
UAE’s contention fails to consider the Commission’s focus on the alleged “tortious
conduct” that led to the jury’s findings in James. There may be other fires “attributed
to the Company” by those asserting liability claims against the Company or by stories
in the media. The concrete question the Commission posed, however, is the extent to
which the findings of “tortious conduct” in James drove ELI premiums to their 2023-

2024 levels. The Company has presented evidence, as discussed above, demonstrating

that these findings did not cause or contribute to the premium increase.

3! Docket No. 23-035-40, Order on Review at 14 (emphasis added).
52 Phase III Direct Testimony of Kevin Higgins, lines 342-345.
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Does UAE dispute the evidence presented by the Company?
No. UAE does not offer negating evidence that rebuts the Company’s testimony.
Rather, Mr. Higgins’s testimony reprises the erroneous position I have described above
regarding other witnesses:>* conflating the fact that insurers take wildfire events and
litigation into account when establishing ELI premiums, with the inaccurate notion that
the Company’s insurers imputed a determination about tortious conduct into their ELI
offers from 2023 to date.

V. RESPONSES TO FEA DIRECT TESTIMONY
What issues in the FEA Phase III direct testimony will you address?
I focus on FEA’s claims about insurance in the Company’s portfolio that covers risks
that may arise (and require ELI coverage) in Oregon and California.
FEA witness Gorman contends that the Company’s “2023 insurance policy”
included “additional insurance that provided coverage to only Oregon and
California jurisdictions.”5* Is that testimony accurate?
It is accurate to a limited extent. The Company does not currently purchase policies to
insure only the risk in Oregon. In 2023, one specific insurer would only consider selling
a separate limit for Oregon due to the recent history of wildfire in that state, and would
not agree to include Oregon in a shared policy. In the 2023 policy year, there is also a
policy shared between California and Oregon, which was non-renewed in 2024 as it
was replaced by a different insurance policy shared between all states. None of the
current 2024 to 2026 policies are for Oregon-only and Oregon was materially insured

under shared policies in the expired 2023 policy term. That is why, as I noted in my

53 See id. at lines 233-254.
54 Phase I1I Direct Testimony of Michael P. Gorman, lines 20-21.
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direct testimony filed with the Company’s initial filing, Oregon has a separate sub-limit
amount in the Company’s policies.”> The Company continues to purchase some
policies to address the increased wildfire risk in California.

Please describe the California-specific policies.

As discussed in my direct testimony, most policies the Company purchases have a
single cost for all states with sub-limits for claims within each state. These sub-limits
allow the Company to insure the entire system at lower cost for customers. To ensure
that there are no gaps in the Company’s insurance coverage and that the Company
obtains prudent levels of coverage considering the potential liabilities, the Company
also purchases limited ELI policies for potential claims filed in California. The insurers
who cover the gaps in California wildfire policies will not agree to sell insurance for
the gaps under any other structure.

Do ELI policies that cover claims in California benefit Utah customers?

Yes. While it is true that the Company may make claims against those policies only for
liabilities incurred in California, these policies provide benefits to customers in Utah
by ensuring that adequate coverage is available if the Company must make a claim for
an event that occurs in Utah. In all other instances, the insurance policies available to
the Company do not cover each state separately: claims made due to an event in one
state (whether resulting from wildfire or other liabilities) reduce the overall pool of
insurance benefits available in other states from the Company’s policies. Given the
increased wildfire risk in California, it is possible that one or more large events in the

state could result in significant liabilities for the Company. If the Company makes

> Direct Testimony of Mariya V. Coleman, lines 240 (Table 3), 245-248.
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claims against its ELI policies for those liabilities, this could consume a substantial
amount of the coverage available in the Company’s policies and leave little coverage
for events in other states. The Company acquires additional coverage for events in
California, which in turn ensures that insurance is available for events in other states.
What would occur if the Company did not address the “gaps” in the Company’s
ELI coverage by securing these policies for potential California liability?

If the Company did not address these gaps, then the Company would have to self-insure
any liabilities incurred that exceeded the Company’s total ELI coverage or otherwise
address the uninsured loss. While the Company currently self-insures for lesser claims
up to $10 million, self-insuring larger claims that exceed the Company’s ELI coverage
could result in incurring substantial liabilities for the Company and jeopardize the
Company’s financial strength. As discussed in the Phase III rebuttal testimony of
Company witness Ms. Nikki L. Kobliha, a financially strong company provides
positive financial benefits to customers in the form of access to capital on reasonable
terms.

Does FEA recommend any adjustments to the Company’s recommended recovery
of test year ELI premium expenses?

Yes. FEA witness Gorman recommends that policies purchased to ensure sufficient
coverage for California and Oregon events be excluded from Utah rates. Mr. Gorman
urges the Commission to disallow $33 million, total-Company, “in policy costs that
covers claims in California.”>® As discussed above, the Company does not presently

purchase any policies that are specific to events in Oregon, and the Company’s

56 Phase I1I Direct Testimony of Michael P. Gorman, lines 9-10.
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California-specific policies address gaps in the Company’s coverage and ensure that
the Company obtains sufficient ELI for potential events in its entire service territory. |
recommend the Commission reject FEA’s recommended disallowance.
Do you have any other comments on FEA’s testimony?
I have one clarification. FEA witness Gorman stated that my direct testimony stated
that the Company “has not yet submitted insurance claims related to the 2023 James
jury verdict and hence these claims are not yet included in PacifiCorp’s Oregon
jurisdictional loss history.”>’ This is not an accurate recounting of my testimony. The
Company has not — and will not — submit insurance claims for liabilities arising from
the James litigation. The Company had exhausted its 2020 ELI policy coverage before
the James case. However, that case concludes, the Company will not be able to submit
ELI claims to recover James liabilities. Thus, the claims will not become part of its loss
history in any jurisdiction.

VI. RESPONSE TO UTLCG DIRECT TESTIMONY
What is your response to UTLCG’s Phase III direct testimony?
Company witnesses Ms. Steward and Mr. Graves address most of the issues discussed
in the testimony of ICA witness Ms. Billie S. LaConte. My only observation is that
UTLCG repeatedly contends that the “results of the James v. PacifiCorp verdict, which
showed PacifiCorp acted in a reckless and grossly negligent manner, have impacted
RMP’s ELI expense.”*® UTLCG does not provide evidence supporting its opinion, nor

does it engage with the evidence I presented on this issue in my Phase III direct

57 Id. at lines 4-6.
8 Amended Phase III Direct Testimony of Billie S. LaConte, lines 128-130; see also id. at lines 136-139.
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testimony. UTLCG’s position on the impact of James is based purely on its
unsupported suppositions, and I urge the Commission to reject it.

VII. RESPONSES TO WRA DIRECT TESTIMONY
What issues in the WRA Phase III direct testimony will you address?
I will respond to three issues raised in WRA witness Karl Boothman’s direct testimony:
(a) its inapt comparisons of various utilities’ insurance costs; (b) WRA’s proposed
disallowance of test year ELI premium costs; and (c) allegations that the Company fails
to exercise due diligence in its ELI procurement. These and other issues are also
addressed in the rebuttal testimony of Company witnesses Ms. Steward and
Mr. Graves.
What is your concern with WRA’s comparison of utility ELI premiums and
coverage levels?
WRA witness Boothman argues that the ELI premium increases experienced by the
Company are out of line with its peers in the utility industry. While Company witness
Mr. Graves will explore this claim in detail, I want to make three points about WRA’s
comparisons. First, WRA witness Boothman recognizes that Western utilities who have
used their ELI insurance to pay wildfire claims will have much higher premium
renewals than Western utilities that have not experienced recent wildfires. He cites data
from a presentation to the Colorado Public Utilities Commission that shows Western
utilities with “no losses” faced 300% premium increases in 2024. The Colorado
presentation also noted that Western utilities who had no losses could expect a “Rate
On Line” (“ROL”) (the ratio of premium to coverage) of 10 percent. By contrast,

Western utilities who experienced “losses” (resulting in claims made on their insurance
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policies) saw 1000 percent premium increases, and a ROL of 68 percent.”’
Mr. Boothman reports that:

Apart from the Company’s testimony that loss history is one of the

major factors in determining insurance rates, there is information from

highly knowledgeable insurance brokers that, in the 2024 insurance

renewal cycle, utilities with losses experienced overwhelmingly higher

insurance increases than utilities without losses and paid exorbitantly

higher rates for similar coverage levels.
On this point, WRA’s testimony is consistent with one of the major points the Company
has made in this proceeding. Regardless of allegations of “tortious conduct,” if a utility
uses its ELI insurance to pay claims after a wildfire event, it can expect
“overwhelmingly higher insurance increases than utilities without losses.” As I have
stated several times in my direct and rebuttal testimony, that is exactly the experience
PacifiCorp has had in the ELI market since 2023.
Does WRA agree that the Company’s ELI premiums are reasonable because they
are in line with other Western utilities who have experienced losses, in particular
involving wildfire events?
No. WRA criticizes the Company for its percentage premium increases and ROL ratios
even though these are in line with other Western utilities who have loss histories. WRA
then goes on to propose a disallowance of ELI premiums based on comparisons to
Western utilities who he testifies do not have recent loss histories.

How is WRA'’s proposed disallowance calculated?

WRA averages the ROL ratios for two utilities that he testifies do not have significant

59 Phase 111 Direct Testimony of Karl G. Boothman, lines 94-114.
60 Jd. at lines 96-101.
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loss histories (NV Energy and Public Service Company of Colorado (“PSCo0”)),°! and
argues that the Company (which he has conceded is not similarly situated from an
insurance perspective) should pay premiums similar to utilities who do not share its
loss history. This results in a recommended “recoverable premium” of $64.2 million
total-Company, $28.3 million Utah-allocated (i.e., a total-Company disallowance of
$121.6 million of the approximately $185.7 million the Company requests to
recover).®

Does WRA propose an alternative disallowance of ELI premiums?

Yes. Mr. Boothman sticks with his use of NV Energy and PSCo as the utilities whose
rate levels will determine what is recoverable for the Company. Mr. Boothman
averages the average annual growth rate (AAGR) “of excess liability premiums for NV
Energy and PSCo from 2018-2024,” and picks a midpoint “between the two AAGRs
(87.7%) and applies it to PacifiCorp’s insurance premium in 2018 for six periods
(2018-2024).%° This generates a “recoverable premium” of $151.2 million total-
Company, $66.8 million Utah-allocated (a total-Company disallowance of
approximately $34.5 million of the approximately $185.7 million the Company
requests to recover).%*

What is your response to these proposed disallowances?

First, from an insurance procurement perspective, I have never seen anything like what

WRA proposes. As discussed previously in my testimony responding to DPU witness

61 WRA witness Boothman notes that Public Service Company of Colorado (an Xcel subsidiary) “has not yet
incurred losses due to the Marshall Fire” when he calculated that utility’s low ROL ratio. /d. at lines 118-120.
Mr. Boothman chose to base his proposed disallowance on a Company he concedes is on the verge of having a
substantial loss history that will likely dramatically change their ELI premiums and ROL ratio.

62 Id. at lines 472-487.

3 Id. at lines 488-503.

% Jd. at lines 488-489.
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Mr. Einfeldt, it is hard to imagine an insurer seriously proposing to base the Company’s
ELI premiums on the loss histories of different utilities — much less two utilities that
have such dramatically different loss histories than the Company. WRA’s approach
departs from examining the Company’s actual ELI costs, and bases rates on other
utilities’ loss and claims history. Moreover, as I note above, Mr. Boothman affirms that
Western utilities that have experienced losses in recent years are subject to ELI
premium increases comparable to those experienced by the Company. Despite
establishing that the Company’s “peer group” for ELI purpose are Western utilities
with meaningful recent loss histories, WRA nevertheless uses Western utilities with
dissimilar histories to recommend rate recovery for the Company.

Second, WRA’s rationale for applying its inapposite disallowance calculation
includes claims regarding the Company’s insurance procurement process that are
without merit.

How do you respond to WRA’s arguments regarding the Company’s ELI
procurement process?

WRA argues that the Company “has not demonstrated a level of due diligence to
mitigate insurance cost increases commensurate with peer utilities facing similar
wildfire risk profiles.”®® In addition, WRA argues that the Company’s insurance
procurement efforts are hampered by its “lackluster” wildfire mitigation plan “when
insurers increasingly differentiate utilities’ risk profiles based on wildfire mitigation

plans.”%® The Company categorically rejects both of these assertions.

% Id. at lines 507-509.
% Id. at lines 510-512.
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In support of his “lack of due diligence argument,” Mr. Boothman references
Company responses to his discovery requests. For example, WRA asked the Company
for its methodology “to arrive at the target liability coverage for each state in
PacifiCorp’s territory.”®” As I have testified, the Company’s insurers do not offer an
ELI portfolio that features liability coverage for each individual state. Even if the
Company ran calculations estimating state-by-state coverage, those calculations would
be virtually useless in negotiating ELI policies. The same holds for the other “analysis”
that WRA claims that BHE’s insurance team fails to undertake.

The Company works with experienced insurance brokers for months as its ELI
renewal dates approach. The Company, through BHE’s Corporate Insurance
department, meets and presents to all of its panel insurers and prospects and answers
numerous questions from insurers leading up to the renewal. In BHE’s August 2025
commercial insurance renewal, the Company negotiated an 18-month policy term,
which, in a time of increasing premiums and decreasing coverage, provides more
certainty than the annual policies insurers traditionally offer.

How do you respond to WRA’s assertions about the role of the Company’s WMP
in its insurance negotiations?

First, WRA argues that the Company does not promote its WMPs as a tool to mitigate
fire risk. One need to look no further than this proceeding to demonstrate the fallacy of
WRA'’s argument. In her Phase I direct testimony, Company witness Steward detailed

the Company’s “initiatives to mitigate costs to its customers associated with increasing

7 Id. at lines 299-300.
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wildfire risk,” including the hundreds of millions of dollars the Company is investing
to mitigate those risks.®

From my own experience, I can confirm that the Company’s WMP and other
mitigation efforts play an extremely important role from the viewpoint of our insurers.
Mr. Boothman is correct that insurers are increasingly interested in wildfire mitigation
measures, and if the Company did not bring a credible program to the table, our
coverage options would much more problematic than they are today. The Company’s
insurers view our wildfire mitigation commitments as a strength, contrary to how WRA
seeks to portray them.®’

VIII. CONCLUSION

What is your recommendation?
I recommend the Commission approve as just and reasonable Rocky Mountain Power’s
request for: (1) recovery of approximately $185.7 million, total-Company, $82 million
Utah-allocated, in test year excess liability insurance (“ELI”) premiums; and (2)
Commission approval of deferral of approximately $104.4 million, Utah-allocated, of
incremental ELI premiums since 2023 that were the subject of the Company’s DAO
request.
Does this conclude your rebuttal testimony?

Yes.

%Direct Testimony of Joelle R. Steward, lines 411-476.

% WRA witness Boothman also criticizes the Company for not having yet proposed a self-insurance alternative
for ELI. As discussed in the rebuttal testimony of Company witness Ms. Steward, Mr. Boothman’s objections are
misplaced and misleading.
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