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I.

Are you the same Robert M. Meredith who submitted direct, amended direct,
Phase II rebuttal, and Phase II surrebuttal testimony in this proceeding on
behalf of PacifiCorp d/b/a Rocky Mountain Power (“the Company”)?
Yes.

PURPOSE AND SUMMARY OF PHASE III REBUTTAL TESTIMONY
What is the purpose of your Phase III rebuttal testimony?
The purpose of my rebuttal testimony is to respond to the direct testimonies of Kevin
C. Higgins for the Utah Association of Energy Users (“UAE”), and Billie S. LaConte
for the Utah Large Customer Group (“UTLCG”) on the subject of the class allocation
of the Insurance Cost Adjustment (“ICA”).

II. INSURANCE COST ADJUSTMENT ALLOCATION

Please summarize UAE witness Dr. Higgin’s testimony regarding the allocation
of the Company’s proposed ICA.
Dr. Higgins recommends that the Public Service Commission of Utah
(“Commission”) reject the Company’s proposal for an ICA and recommends that
insurance costs be recovered through base rates. If insurance costs are recovered
through base rates, he notes that all base costs would be spread to the classes per the
terms of the phase II stipulation. To the extent that the Commission approves the
ICA, Dr. Higgins argues that the ICA should be allocated to customers on the basis of
gross transmission and distribution plant, because he reasons that insurance costs are
related to wildfire risk and are driven, in significant part, by the Company’s

investment in its transmission and distribution systems.

! Phase III Direct Testimony of Kevin C. Higgins, lines 372-393.
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What does UTLCG witness Ms. LaConte recommend for the allocation of the
ICA?

Ms. LaConte does not believe that the ICA rider should be adopted at this time. To
the extent that the Commission approves the ICA, she recommends it be allocated to
customers in the same way as the Wildfire Mitigation Balancing Account which is on
basis of transmission and distribution costs. Her justification is that insurance costs
are related to wildfire risk which is largely attributable to the operations and
maintenance expense of the Company’s transmission and distribution system.>

Do you agree with the class allocation of the ICA that UAE and UTLCG
recommend?

No. While I agree that insurance costs are related to wildfire risk, insurance is a
prudent business expense incurred by utilities to protect against liabilities that could
arise from its operations from all functions. It is therefore appropriate to allocate its
cost on an equal percentage of revenue as the Company proposes.

Please compare the impacts of the different allocations of the ICA proposed by
the Company, UAE, and UTLCG.

Using the ICA level of $82.0 million proposed by the Company, and applying the
price for full requirements service for different voltage levels for Schedule 31 and
Schedule 32, the Company developed Table 1 below which compares the adjustment

to base revenue for the ICA for each major class under each party’s proposal:

2 Amended Phase 111 Direct Testimony of Billie S. LaConte, lines 245-285.
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Table 1. Comparison of ICA Allocation Proposals

Class Company UAE UTLCG
Residential 3.34% 3.91% 4.05%
Schedule 23 3.34% 4.32% 4.18%
Schedule 6 3.34% 2.90% 2.87%
Schedule 8 3.34% 2.54% 2.49%
Schedule 9 3.34% 2.40% 2.16%
Irrigation 3.34% 3.54% 3.53%
Street and Area Lighting 3.34% 3.96% 4.11%

Table 1 shows that the ICA allocations proposed by UAE and UTLCG would lower

costs for larger customers on Schedule 6, Schedule 8, and Schedule 9, but would

increase costs for residential and smaller customers.

What is your recommendation for the Commission?

I recommend that the Commission approve the Company’s class allocation of the

CONCLUSION

ICA which is on an equal percentage of revenue.

Does this conclude your rebuttal testimony?

Yes.

Page 3 — RMP Phase III Rebuttal Testimony of Robert M. Meredith re: ELI & DAO




	I. Purpose and Summary of Phase III Rebuttal Testimony
	II. Insurance Cost Adjustment Allocation
	Q. Please summarize UAE witness Dr. Higgin’s testimony regarding the allocation of the Company’s proposed ICA.
	A. Dr. Higgins recommends that the Public Service Commission of Utah (“Commission”) reject the Company’s proposal for an ICA and recommends that insurance costs be recovered through base rates. If insurance costs are recovered through base rates, he n...
	Q. What does UTLCG witness Ms. LaConte recommend for the allocation of the ICA?
	A. Ms. LaConte does not believe that the ICA rider should be adopted at this time. To the extent that the Commission approves the ICA, she recommends it be allocated to customers in the same way as the Wildfire Mitigation Balancing Account which is on...
	Q. Do you agree with the class allocation of the ICA that UAE and UTLCG recommend?
	A. No. While I agree that insurance costs are related to wildfire risk, insurance is a prudent business expense incurred by utilities to protect against liabilities that could arise from its operations from all functions. It is therefore appropriate t...
	Q. Please compare the impacts of the different allocations of the ICA proposed by the Company, UAE, and UTLCG.
	A. Using the ICA level of $82.0 million proposed by the Company, and applying the price for full requirements service for different voltage levels for Schedule 31 and Schedule 32, the Company developed Table 1 below which compares the adjustment to ba...
	Table 1. Comparison of ICA Allocation Proposals
	Table 1 shows that the ICA allocations proposed by UAE and UTLCG would lower costs for larger customers on Schedule 6, Schedule 8, and Schedule 9, but would increase costs for residential and smaller customers.
	III. Conclusion

