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Are you the same Shelley E. McCoy who submitted direct, amended direct
testimony, and Phase I rebuttal, Phase I surrebuttal testimony, and Phase III - IE
report 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 this portion of your Phase III rebuttal testimony?
The purpose of this portion of my Phase III rebuttal testimony is to address and respond
to certain issues raised by various parties in their February 7, 2025, testimony filed with
the Utah Public Service Commission (“Commission”). The February 7, 2025,
testimony submitted by parties focused on issues pending in the Deferred Accounting
Order, Docket No. 23-035-40 (“DAQO”) and the Company’s request to recover actual
paid excess liability insurance (“ELI”) premiums for coverage in the 12-month period
ending December 31, 2025, Test Period (“Test Period”).
Is your Phase III testimony addressing specific issues within the topics previously
mentioned?
Yes. More specifically, intervening parties from the Division of Public Utilities
(“DPU”), Utah Office of Consumer Services (“OCS”), Federal Executive Agencies
(“FEA”), Utah Association of Energy Users (“UAE”), Utah Clean Energy (“UCE”),
Utah Large Customer Group (“UTLCG”), and Western Resource Advocates (“WRA”)
have all proposed adjustments or raised concerns with recovery of the Utah-allocation
portion of ELI costs both in the DAO and in the revenue requirement of this general

rate case docket. My testimony supports the continued application of the System
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Overhead (“SO”) allocation factor for purposes of determining the appropriate amount
of ELI premiums to allocate to Utah customers. Additionally, my testimony supports
and explains how adjustments to the actual paid ELI premiums result in a disallowance
of costs that are appropriately allocated to Utah customers. Company witness Joelle R.
Steward also addresses many of these same issues.

II. EXCESS LIABILITY INSURANCE REQUESTS
Please describe the Company’s request related to ELI premiums.
The Company is seeking two items related to ELI costs: recovery of the Utah-allocated
share of the current ELI premiums through the Insurance Cost Adjustment (“ICA”) and
recovery of the incremental ELI premiums requested for deferral in the DAO. While
the DAO has been consolidated in this docket, the Company has not formally requested
amortization for the deferred ELI premiums costs.
Is the Company seeking recovery in rates for the costs in the DAO docket in this
case?
No. Given the complex procedural history leading to Phase III, the Company has not
included a request in this case to amortize the DAO amounts if approved. The Company
estimates that the April 30, 2025, balance will be approximately $104.4 million Utah
allocated, before interest. This reflects the difference between costs now in rates and
the incremental 2023-2024 and 2024-2025 premiums through the rate effective date in
this case. Once the Commission makes a determination in this docket, which could
impact the final calculation of the amounts requested in the DAO, the Company will

then seek recovery in a future regulatory proceeding.
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Q. Do parties propose different allocation factors for use in the DAO docket versus
the collection of the current ELI premiums in rates?

A. In my reading of parties’ testimony, I do not believe any party has proposed the use of
different allocation factors for the DAO or recovery through the ICA. As such, my
testimony will refer to this as a single issue.

III. SO ALLOCATION FACTOR (“SO FACTOR”)

Q. How does the Company allocate ELI premiums?

To calculate the appropriate Utah-allocated ELI premiums in this docket, the Company
uses the SO allocation factor. ELI premiums are considered an Administrative and
General Cost and recorded to Federal Energy Regulatory Account 925 — Injuries and
Damages. Furthermore, ELI policies are acquired on behalf of all the jurisdictions in
which the Company operates and therefore should be allocated to all PacifiCorp
jurisdictions. According to Appendix B of the 2020 Protocol', the SO Factor is most
appropriate and has been used and approved by this Commission in many prior Utah
general rate case dockets including Docket Nos. 20-035-04, 13-035-184, 11-035-200,
and 10-035-124.

Q. Is the Commission bound by the 2020 Protocol for purposes of allocating excess
liability insurance premiums?

A. No. As multiple parties, including DPU witness Mr. Jeffrey S. Einfeldt,? have testified,
the Commission is not bound by the terms of the 2020 Protocol. However, the 2020

Protocol provides guidance and fairness in the allocation of ELI premiums, which the

! Application of Rocky Mountain Power for Approval of the 2020 Inter-Jurisdictional Cost Allocation Agreement,
Docket No. 19-035-42, Exhibit RMP___ (JRS-1) 2020 Protocol, Appendix B (Dec. 3, 2019).
2 Phase 111 Direct Testimony of Jeffrey S. Einfeldt, lines 293-296.
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Commission has followed in past regulatory proceedings, recognizing the need for the
Company to have a reasonable opportunity to recover its costs.

What do you mean when you say the Commission has followed the “guidance and
fairness” of the 2020 Protocol?

The Company is a six-state utility that operates as one legal entity. The Commission
has accepted this construct with approval of the 2020 Protocol and the multi-state
jurisdictional cost allocation protocols that preceded it. Notably, in approving the 2020
Protocol, the Commission stated: “We conclude PacifiCorp must recover its costs in a
manner sufficient to viably operate as a fully merged and integrated system....”* Each
jurisdiction within the Company’s one legal entity must determine how to fairly and
equitably allocate costs and benefits incurred to serve customers. This is what I mean
by the “guidance and fairness” of the 2020 Protocol. For purposes of ELI premiums,
the parties to the 2020 Protocol previously agreed to allocate these administrative and
general costs using the SO Factor and the Commission approved this treatment.

Do the parties in Phase III of this proceeding have concerns with the continued
use of the SO Factor for ELI premiums?

Yes. Due to the recent increases for commercially available ELI as well as the
increasing frequency and risk of catastrophic events, parties have raised concerns with
the use of the SO Factor for determining the Utah-allocation of ELI premiums. As
discussed in the testimony of Ms. Steward, the Company acknowledged that this is an
emerging issue and has been engaging parties through a series of meetings and

workshops. These meetings and workshops help bring all parties together to share

3 Docket No. 19-035-42, Order Approving 2020 Protocol at 8 (April 15, 2020).
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information and analysis as a way to better understand the issues and work toward an
agreement on a future allocation or approach to this evolving issue.

Is the Company seeking any changes to the allocation of ELI premiums in this
docket?

No. While the Company has engaged parties and held workshops, the best available
information supports continuing to allocate ELI premiums using the SO Factor
methodology that has been previously accepted by parties and this Commission. This
approach fairly allocates these general costs among all the jurisdictions, without
prejudice to any state.

Can you expand on how an alternative allocation factor may result in prejudice?
Yes. In my review of the intervening parties’ testimony in this phase of the proceeding,
the difficulties of trying to determine a different allocation are obvious, particularly
given that it remains an emerging issue. To illustrate this, I have summarized the
recommendations made in parties’ various testimonies for Commission consideration

of the Utah-allocation of ELI premiums in Table 1 below:
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104 TABLE 1
Party OCS DPU DPU FEA UAE UCE
Witness Anderson Einfeldt Gleba Gorman Higgins Mitchell
. Not Quantified - Multiple Options A
harehol tribut;
Shareholder Contribution Page 10 Page 10-12
. Reduced using .
Not Quantified - Not Quantified -
SB 224 Page 9 Judgement - Pace 78
g Page 21 g
0, - 0, -
Growth Rate Factor 100% - 400%
Page 12
Possible
4% of Premi
FHCA Line Miles - Distribution 74% of Premium consideration -
- Page 20
Page 17
26% of Premium Possible
FHCA Line Miles - Transmission - SO Allocated - consideration -
Page 20 Page 17
. . Not Quantified -
Fire Hist
re Hslory Page 23
. . Not Quantified -
laim Hist
Claim History Page 23
. Not tified - | Not tified -
Wildfire Management Programs © I?a l:en2131e © ]?au;en 81 Ole
. Not Quantified -
Terrain
Page 23
. Not Quantified -
Vv tat
egetation Page 23
. . Not Quantified -
Population D
opulation Density Page 23
Fiod -
Urbanization of forested areas Not Quantified
Page 23
Fiod -
Land/Structure Value Not Quantified
Page 23
Alternative Self-Insurance Retention Not Quantified -
Page 70
Theoretical Reinsurance Costs Not Quantified -
Page 71
Catastrophe Modeling Verisk - Page 73
Market Share in Operating States Yes - Page 76

*Page numbers indicate the reference within the parties testimony in which the criteria was discussed.
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As you can see from Table 1, parties have recommended a variety of different factors
to consider ranging from past fire history to a simple growth rate based on liability
insurance at other utilities. Additionally, while many of these factors were proposed for
consideration, they were not formally quantified. What is troubling and clear from
Table 1 is that no party applies the same factors. This is the exact reason the Company

is holding meetings and workshops with parties to develop a principled and durable
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approach for allocating ELI premiums.

Q. Has the Company seen alternative allocation proposals in other PacifiCorp
jurisdictions?
A. Yes. For example, an alternative allocation factor has been proposed in the Company’s

pending Wyoming general rate case. This proposal uses four different factors and
applies a subjective weighting to develop a specific allocation factor. Those factors
blend some of the same items proposed by parties in Table 1 such as transmission and
distribution lines miles located in Fire High Consequence Areas (“FHCA”).*
Additionally, in the Company’s most recent Oregon general rate case, an allocation
factor that considers the use of historical fire weather and property value data was
proposed.> While I do not believe the proposals in Wyoming or Oregon should be
considered in this docket, this illustrates that not only do Utah parties have various
opinions on the critical factors to consider for purposes of allocating ELI premiums,
parties in other states also have disparate proposals.

Q. Has the Company analyzed the use of alternative factors such as those provided
in Table 1 for allocating ELI premiums?

A. Yes. I have been involved with the workshops around this very issue and can confirm
that the Company has also considered the installation of reclosures, average
temperature days, red flag warning days, cumulative policy limits, etc. However, using

different weighting of different factors can result in a significantly different result.

4 In the Matter of the Application of Rocky Mountain Power for Authority to Increase its Retail Electric Service
Rates by Approximately 8123.5 Million Per Year or 14.7 Percent, to Establish An Insurance Cost Adjustment
Rider, to Revise the Energy Cost Adjustment Mechanism, to Approve The Wildfire Mitigation Plan, and to
Approve a Voluntary Renewable Energy Credit Program, Docket No. 20000-671-ER-24 (Record No. 17659),
Direct Testimony of Anthony J. Ornelas, OCA Exhibit No. 300 at 8-11 (Dec. 20, 2024).

5 In the Matter of PacifiCorp dba Pacific Power, Request for a General Rate Revision, Docket No. UE 433,
Opening Testimony of April Brewer, Rose Pileggi, and Bret Stevens, at 24-25 (June 28, 2024).
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Relating this back to Table 1, while both DPU and UAE present FHCA line miles as
an important factor, neither has made recommendations as to what weighting should
be applied. An 80/20 ratio of transmission to distribution would result in a far different
result than a 50/50 ratio.

Do you have concerns with the use of certain factors for allocating ELI premiums?
Yes. [ truly appreciate the difficulties of determining a principled and durable allocation
factor. While some parties are evaluating factors based on past events such as claims
or fire history, others are looking at present or future items such as active fire mitigation
or asset value. I generally have concerns with developing an equitable and fair
alternative. For example, if the goal is to develop an allocation factor for future ELI
coverage such as the amounts proposed in the Test Period, should fire history be
considered? One might argue the likelihood of experiencing a catastrophic fire in the
same location, multiple times in a short period is less probable.

Do any parties agree with the use of the SO Factor for allocating ELI premiums?
Yes. FEA witness Mr. Michael P. Gorman states, “I do not take issue with the
Company’s use of the SO Factor at this time to allocate excess liability premium costs
that provide liability coverage to all jurisdictions, including Utah.”® DPU witness Mr.
Einfeldt also evaluated several allocation approaches, one of which continues the use
of the SO Factor for the transmission line portion.” Given these proposals, it is apparent

that developing an allocation factor for ELI costs in all jurisdictions is complex.

¢ Phase I1I Direct Testimony of Michael P. Gorman, lines 11-13.
" Phase III Direct Testimony of Jeffrey S. Einfeldt, lines 371-374.
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What is your recommendation to the Commission for purposes of allocating ELI
premiums?
Given the uncertainty and evolving nature of this issue, I recommend the Commission
retain the use of the SO Factor for allocating ELI premiums for setting rates in this
case. The Company is committed to continuing to hold meetings and workshops with
parties to better understand and develop a durable and principled alternative which it
will present to the Commission when and if it becomes apparent that the SO Factor is
no longer appropriate.

IV. EXCESS LIABILITY INSURANCE PREMIUMS
Have any parties proposed disallowing a portion of the ELI premiums paid?
Yes. Certain parties have proposed disallowing a portion of the ELI premiums for
various reasons. While these disallowances are addressed further in the Phase III
testimony of Company witnesses Ms. Mariya Coleman and Ms. Steward, I would like
to address two particular proposals. Both WRA witness Mr. Karl G. Boothman and
UTLCG witness Ms. Billie S. LaConte rely on other utility companies’ data to calculate
a ratio they use to develop a revised total-Company ELI premium. I have great concern
with this approach. The dynamics surrounding those companies or these ratios is
unknown, and they should not be used for ratemaking in this proceeding.
Please describe the adjustments proposed by Mr. Boothman and Ms. LaConte.
Mr. Boothman uses two analytical calculations for NV Energy and PSCo to determine
an upper and lower limit to estimate a range of ELI premium costs. Ms. LaConte used

historical ratios of injuries and damages expense to total transmission and distribution
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plant for the period of 2016 — 2023.% She then takes this historical data to develop a
ratio for the amount of ELI premiums to total Test Period transmission and distribution
plant.

What are your concerns with these two adjustments?

My concern with both methods is that they are producing a counter-factual of
something that may have occurred without knowing the wvalidity of those
circumstances. The reality is these are just novel calculations to disallow a portion of
ELI premiums without a basis in fundamental ratemaking principles such as being
known and measurable. These adjustments should be rejected. The Company’s ELI
premiums requested in this docket are the actual amounts paid for coverage from
commercial underwriters in the applicable periods. The Company has not estimated or
forecasted these prudent costs that provide benefits to all customers, including those
located in Utah.

Does this conclude this your rebuttal testimony?

Yes.

8 Amended Phase I1I Direct Testimony of Billie S. LaConte, lines 109-114.
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