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I. INTRODUCTION 1 

 2 

Q. Please state your name and business address.   3 

A. My name is Corey Dahl, and my business address is 621 Woodland Square Loop SE, 4 

Lacey, WA 98503. My business mailing address is P.O. Box 47250, Olympia, WA 5 

98504-7250. My email address is corey.dahl@utc.wa.gov. 6 

 7 

Q. By whom are you employed and in what capacity?   8 

A. I am employed by the Washington Utilities and Transportation Commission 9 

(Commission) as a Section Manager in the Energy Rates and Services section. 10 

 11 

Q.  Would you please state your educational and professional background?   12 

A.  Yes, certainly. I earned a B.A. in Economics and a B.A. in English from the 13 

University of St. Thomas in St. Paul, Minnesota in 2011. In 2016, I earned a Master 14 

of Public Administration degree from the Daniel J. Evans School of Public Policy 15 

and Governance at the University of Washington in Seattle. While completing my 16 

graduate studies, I worked on low-income and housing policy for a non-profit 17 

advocacy organization and worked as a legislative assistant for the Seattle City 18 

Council. Additionally, I completed Michigan State University and the National 19 

Association of Regulatory Utility Commissioners’ Utility Rate School in May 2017. 20 

  My current employment with the Commission began in September 2024. In 21 

this role, I supervise a team of analysts and provide guidance in presenting 22 
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recommendations to the Commissioners. This role also requires me to support and 1 

manage major filings, including in General Rate Case (GRC) filings.  2 

Prior to joining the Commission, I served as a Regulatory Analyst in the 3 

Public Counsel Unit of the Washington Attorney General’s office from October 2016 4 

through September 2024. In that capacity, I worked on a variety of energy, 5 

transportation, and telecommunications matters, including GRCs, tariff filings, low-6 

income rate assistance programs, rulemakings, policy dockets, penalty assessments, 7 

conservation plans, Integrated Resource Plans, and Clean Energy Implementation 8 

Plans. 9 

 10 

Q. Have you previously testified before the Commission? 11 

A. Yes, I have testified before the Commission in many proceedings and presented at 12 

many Open Meetings. This is my first time testifying on behalf of Commission Staff 13 

(Staff). 14 

  During my previous employment with the Public Counsel Unit, I sponsored 15 

testimony in the 2023 PacifiCorp GRC, Docket UE-230172; the Puget Sound Energy 16 

(PSE or Company) Service Quality Index Penalty Mitigation Petition, Docket UE-17 

220216; the CenturyLink Pandemic Disconnections Complaint Case, Docket UT-18 

210902; the 2022 Avista GRC, Consolidated Dockets UE-220053 and UG-220054; 19 

the 2021 PacifiCorp Power Cost Only Rate Case, Docket UE-210402; the 2020 20 

Northwest Natural Gas Company GRC, Docket UG-200994; the 2020 Avista GRC, 21 

Consolidated Dockets UE-190334 and UG-190335; the 2019 PacifiCorp GRC, 22 

Docket UE-191024; the 2019 Avista GRC, Consolidated Dockets UE-190334 and 23 
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UG-190335; the CenturyLink and Level3 Communications Merger Application, 1 

Docket UT-170042; the 2017 Cascade Natural Gas Company GRC, Docket UG-2 

170929; and the Avista and HyrdoOne Merger Application, Docket U-170970). 3 

 4 

II. SCOPE AND SUMMARY OF TESTIMONY  5 

 6 

Q. What is the purpose and scope of your testimony? 7 

A.  My testimony will address three primary issues in PSE’s GRC filing: (1) 8 

depreciation; (2) certain proposed Information Technology (IT) investments; and (3) 9 

customer credit and collections matters. 10 

  Specifically related to depreciation, I discuss PSE’s filed depreciation study 11 

and its proposal to accelerate depreciation of certain gas assets. My analysis 12 

examines the foundations of the Company’s request for accelerated depreciation 13 

treatment of gas assets, including a newly proposed depreciation methodology. 14 

  In terms of PSE’s proposed IT Investment plan investments, my testimony 15 

addresses the prudency of several programs that the Company places in the “other” 16 

category. My testimony builds on the testimony presented by Staff witness Paul 17 

Koenig. 18 

  Finally, this testimony addresses PSE’s proposed changes to credit and 19 

collections practices. Specifically, the Company requests the ability to charge 20 

security deposits and disconnection fees to certain customers. Currently, the 21 

Commission has enforced a moratorium on charging any of these fees while the 22 

rulemaking in Docket U-210800 progresses. 23 
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Q. Please summarize Staff’s recommendations in this testimony.  1 

A. Staff recommends that the Commission: 2 

• Reject PSE’s proposed accelerated depreciation of certain gas assets; 3 

• Disallow PSE’s proposed IT Investment projects categorized in the “other” 4 

category; and 5 

• Reject PSE’s request to resume collection of certain fees and security 6 

deposits. 7 

My testimony describes and explains each of the above recommendations in detail. 8 

 9 

Q. Have you prepared any exhibits in support of your testimony?   10 

A. Yes.  I prepared Exhibits CJD-2 through CJD-11, listed above in the List of Exhibits. 11 

 12 

III. ACCELERATED DEPRECIATION OF NATURAL GAS ASSETS 13 

 14 

A. Background 15 

 16 

Q.  Please describe the concept of depreciation in the context of utility ratemaking. 17 

A. The National Association of Regulatory Utility Commissioners (NARUC) defines 18 

depreciation as the “decrease in value or worth of a fixed asset that occurs through its 19 

life, and is usually associated with utilizing the asset for the production of material 20 

goods or services.”1 On a very high level, the accounting concept of depreciation 21 

 
1 National Association of Regulatory Utility Commissioners, “Depreciation Expense: A Primer for Utility 
Regulators” at p. 10 (published May 2021). Accessed on July 6, 2026, at 
https://pubs.naruc.org/pub/6ADEB9EF-1866-DAAC-99FB-DBB28B7DF4FB (NARUC Primer). 
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describes the method to spread the cost of an asset (or group of assets) over the time 1 

it is expected to be useful and providing intended benefits, as opposed to accounting 2 

for the cost all at once. Depreciation amounts describe the loss of an asset’s value 3 

over time due to wear and tear, among other factors, and the value of the asset is 4 

used up over time. 5 

  In the utility ratemaking context, developing the appropriate rates of 6 

depreciation for assets in service is complex. In order to provide safe and reliable 7 

service, a utility employs thousands of assets, each with varying expected service 8 

lives. Furthermore, utilities employ many of the same types of assets (i.e. electric 9 

transformers, gas regulator stations, or power poles). Accounting for the expected 10 

useful life of each individual asset of the same type poses serious challenges and 11 

would prove to be burdensome. As a result, utilities conduct depreciation studies to 12 

provide reasonable estimates of assets’ useful lives based on observed data and other 13 

factors. 14 

 15 

Q. How is depreciation incorporated into utility rates? 16 

A. Typically, a utility will file a depreciation study that seeks to provide an estimate of 17 

depreciation balances for all its plant (or assets) in service. As PSE witness Ned Allis 18 

states, a depreciation study “determines appropriate service lives and net salvage 19 

percentages for each plant account.”2 The service lives are based on the average 20 

estimated life of all assets in a particular group (i.e. average service life of line 21 

 
2 Allis, Exh. NWA-1T at 4:4–5. 
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transformers, etc.) and net salvage is the amount the utility can expect to receive for 1 

scrapped assets minus any removal costs. Average useful lives of grouped assets are 2 

typically based on observed data and through the application of what are known as 3 

“Iowa curves.” The Iowa curves are applied to the observed data from a utility’s 4 

asset useful lives to “smooth irregularities in the observed data or to extend a curve 5 

where data are lacking.”3 6 

  The basic formula to determine the depreciation expense to be included in 7 

utility rates is as follows: 8 

𝐴𝑛𝑛𝑢𝑎𝑙 𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 𝐸𝑥𝑝𝑒𝑛𝑠𝑒 = 𝑂𝑟𝑖𝑔𝑖𝑛𝑎𝑙 𝐴𝑠𝑠𝑒𝑡 𝐶𝑜𝑠𝑡 − 𝑁𝑒𝑡 𝑆𝑎𝑙𝑣𝑎𝑔𝑒 𝑉𝑎𝑙𝑢𝑒𝐴𝑣𝑒𝑟𝑎𝑔𝑒 𝑆𝑒𝑟𝑣𝑖𝑐𝑒 𝐿𝑖𝑓𝑒  9 

This basic formula is based on use of the straight-line depreciation method. This 10 

method depreciates the value of a given asset evenly over its useful life.4 As NARUC 11 

states, “The straight-line method is almost universally used in the utility 12 

[ratemaking] process.”5 13 

 14 

Q. How does depreciation expense factor in a utility’s requested revenue 15 

requirement? 16 

A. Once depreciation expense is calculated for all utility assets, it is directly 17 

incorporated into revenue requirement. This is illustrated in the fundamental revenue 18 

requirement formula, as shown below. 19 𝑅𝑒𝑣.𝑅𝑒𝑞𝑢𝑖𝑟𝑒𝑚𝑒𝑛𝑡 = 𝑂&𝑀 𝐸𝑥𝑝𝑒𝑛𝑠𝑒𝑠 + 𝑫𝒆𝒑𝒓𝒆𝒄𝒊𝒂𝒕𝒊𝒐𝒏 𝑬𝒙𝒑𝒆𝒏𝒔𝒆 + 𝑇𝑎𝑥𝑒𝑠 + (𝑅𝑎𝑡𝑒 𝐵𝑎𝑠𝑒 × 𝑅𝑎𝑡𝑒 𝑜𝑓 𝑅𝑒𝑡𝑢𝑟𝑛) 20 

 
3 NARUC Primer at p. 23. 
4 Id. at p. 25. 
5 Id. at p. 27. 
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As seen above, the calculated depreciation expense directly impacts the magnitude of 1 

a utility’s requested and approved revenue requirement. The addition or removal of 2 

depreciable assets and the rate at which assets are depreciated cause depreciation 3 

expense to increase or decrease. 4 

 5 

B. PSE’s Depreciation Request 6 

 7 

Q. What is included in PSE’s depreciation filing? 8 

A. Ned Allis is the primary witness for PSE addressing depreciation issues. Witness 9 

Allis’s testimony includes a comprehensive depreciation study used to estimate the 10 

useful lives, net salvage values, and annual depreciation accruals for PSE’s electric 11 

and natural gas assets.6 PSE’s depreciation study employs the straight-line 12 

depreciation method with the Average Life Group (ALG) procedure for electric and 13 

common assets.7 However, Allis uses a different depreciation methodology – the 14 

equal life group (ELG) procedure – for PSE’s natural gas assets.8 Witness Allis 15 

applies the ELG procedure to accelerate the depreciation of PSE’s gas assets.9 16 

 17 

Q. Does Staff address the entirety of PSE’s depreciation study? 18 

 
6 Allis, Exh. NWA-1T at 4:23–5:1. 
7 Id. at 5:8–9. 
8 Id. at 5:10–12. 
9 Id. at 28:9–14. 
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A. No, not at this time. My testimony addresses PSE’s request to accelerate the 1 

depreciation of gas assets. This request necessarily results in an increase to customer 2 

rates. 3 

 4 

Q. Please describe PSE’s request for accelerated depreciation of gas assets. 5 

A. As mentioned above, Allis recommends acceleration of gas assets through two 6 

primary changes. First, using the ELG procedure rather than the typical ALG 7 

procedure. Second, Allis recommends shortening the service lives of major gas plant 8 

accounts by approximately five years.10  9 

  The Company cites the “uncertainties associated with the clean energy 10 

transition” and decarbonization as motivating factors for proposing accelerated 11 

depreciation of gas assets.11 Witness Jamie Martin further states that “increasing 12 

electrification and declining gas demand may lead to earlier retirement of gas assets 13 

than historically assumed.”12 In order to pursue accelerated depreciation of gas 14 

assets, witness Allis assesses a variety of pathways to depreciate PSE’s gas assets 15 

through 205013 in a proposed Gas Decarbonization Depreciation Study 16 

(Decarbonization Study).14 After assessing a variety of decarbonization scenarios 17 

and methodologies to shorten the useful lives of and accelerate the depreciation of 18 

 
10 Id. at 57:12–14. 
11 Id. at 45:18–46:3. 
12 Id. at 46:3–5. 
13 Allis, Exh. NWA-1T at 23:20–22. 
14 See Allis, Exh. NWA-4. 
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PSE’s gas assets, Allis uses the ELG procedure because it “strikes an appropriate 1 

balance” among decarbonization scenarios.15 2 

 3 

Q. What is the ELG procedure? 4 

A. The ELG procedure is one of several methods to estimate the useful life of a class of 5 

assets service a utility’s customers, which is a critical step in determining 6 

depreciation rates. Under the ELG procedure, assets of the same type are divided into 7 

subgroups of assets that have “similar life characteristics and the same expected 8 

service life.”16 From there, each subgroup is depreciated individually and 9 

depreciation rates are developed. Typically, depreciation rates are developed using 10 

the Average Life Group (ALG) procedure which depreciates all assets in a particular 11 

account based on the average life of the whole group, rather than subgroups 12 

developed based on similar useful lives.17 13 

 14 

Q. Does PSE reference any legislation or state policies to support its request for 15 

accelerated depreciation? 16 

A. Yes. As indicated above, PSE cites the clean energy transition as the impetus for 17 

requesting accelerated depreciation treatment of natural gas assets in this GRC. 18 

Witness Allis points to the Clean Energy Transformation Act and Climate 19 

Commitment Act as examples of legislative mandates that seek to reduce greenhouse 20 

 
15 Allis, Exh. NWA-1T at 58:7–8. 
16 NARUC Primer at p. 29. 
17 Allis, Exh. NWA-1T at 41:9–12. 
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gas emissions and guide the clean energy transition.18 In addition, the 1 

Decarbonization Act for Large Combination Utilities (DALCU) includes 2 

requirements for PSE to submit an Integrated System Plan19 and submit a proposal to 3 

accelerate depreciation of natural gas plant in service by 2050.20 Specifically, the 4 

DALCU states: 5 

… in accordance with this chapter, the large combination utility must include 6 
an updated depreciation study that reduces the gas rate base consistent with 7 
an approved integrated system plan, and the commission may adopt 8 
depreciation schedules that accelerate cost recovery and reduce the rate base 9 
for any gas plant. The commission shall approve a depreciation schedule that 10 
depreciates all gas plants in service as of July 1, 2024, by a date no later than 11 
January 1, 2050, in any multiyear rate plan, but the commission may adjust 12 
depreciation schedules for gas plants as necessary when considering future 13 
multiyear rate plans to address affordability provided all plants in service as 14 
of July 1, 2024, are fully depreciated by 2050.21 15 
 16 

 PSE is motivated by the DALCU to set a depreciation schedule that will depreciate 17 

all gas assets in service. Although PSE cites multiple statutes pushing the clean 18 

energy transition forward in Washington, the DALCU is the specific legislation that 19 

undergirds PSE’s accelerated depreciation proposal in this case.22 20 

 21 

Q. Does PSE provide any other reasons to support its request for accelerated 22 

depreciation of gas assets? 23 

 
18 Id. at 20:7–17. 
19 Id. at 20:18–19. 
20 Steuerwalt, Exh. MS-1T at 31:8–10. 
21 Engrossed Substitute House Bill 1589, Section 7 (March 5, 2024), accessible via 
https://lawfilesext.leg.wa.gov/biennium/2023-24/Pdf/Bills/Session%20Laws/House/1589-
S.SL.pdf?q=20260708004523 (ESHB 1589). 
22 The ballot initiative to repeal portions of the DALCU, I-2066, passed in the November 2024 General 
Election, thus repealing several portions of the law. The legality of the initiative is still before the Washington 
State Supreme Court. My testimony addresses this, below. 
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A. Yes. PSE raises concerns related to intergenerational inequities and stranded asset 1 

risk.23 The intergenerational inequity concern surrounds the potential future scenario 2 

where customers are “required to bear a disproportionate share of the costs of 3 

infrastructure that no longer serves their energy needs,” as other customers have 4 

electrified and exited the natural gas system entirely.24 PSE also highlights the risk 5 

that its gas assets will not be fully depreciated and not serving customers if 6 

customers exit natural gas service, leaving the assets stranded and the Company is 7 

not made whole for its investments. 8 

 9 

Q. What is the revenue requirement impact of PSE’s proposal to use the ELG 10 

procedure to accelerate depreciation of its gas assets? 11 

A. The natural consequence of accelerating depreciation of assets is that more 12 

depreciation expense will be charged to ratepayers in the near term and until assets 13 

are fully depreciated. PSE requests a total of $248.3 million in annual gas 14 

depreciation expense.25 This represents an approximate increase of $66.2 million in 15 

annual natural gas depreciation expense over the currently authorized $182.1 16 

million.26 If PSE opted to use the typical ALG depreciation, as it has typically used 17 

for electric and natural gas assets, without shortening the useful lives of gas assets by 18 

five years, annual gas depreciation expense would be $183.50 million.27 This is 19 

 
23 Martin, Exh. JLM-1CT at 47:10–11. 
24 Id. at 47:11–12. 
25 Allis, Exh. NWA-1T at 57:1–2, Table 2. 
26 Id. (Arithmetic: 248.3 – 182.1 = 66.2.) 
27 Dahl, Exh. CJD-2 (PSE’s Response to UTC Staff Data Request No. 262). See also Allis, Exh. NWA-1T at 
57:1–2, Table 2. 
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referred to as the “Reference Case” with ALG in Table 2 of Allis’s testimony. As a 1 

result of using both the ELG procedure and shortened service lives to accelerate 2 

depreciation, PSE’s annual depreciation expense request is inflated by approximately 3 

$64.8 million.28 See Table 1, below, for a summary of these depreciation expense 4 

proposals. 5 

Table 1. PSE’s Annual Gas Depreciation Expense (in millions of dollars) 

Current Depreciation 
Expense 

PSE’s Proposed 
Depreciation Expense 
(with ELG and 5-year 

shortened lives) 

Depreciation Expense using 
ALG and Without 5-year 

Shortened Lives 

$182.1  $248.3 183.5 

 
The currently authorized depreciation expense ($182.1 million) results from 6 

the 2021 Depreciation Study and use of the ALG procedure.29 The depreciation 7 

expense at issue in this case, regardless of applying the ALG or ELG procedure, is 8 

the result of an updated 2025 Depreciation Study.30 When comparing the current 9 

depreciation expense and PSE’s proposed depreciation expense using the ALG 10 

procedure, there are fundamental differences. 11 

 12 

C. Staff’s Response to PSE’s Accelerated Depreciation Request 13 

 14 

Q. Does Staff support PSE’s request to accelerate the depreciation? 15 

 
28 Allis, Exh. NWA-1T at 57:1–2, Table 2. (Arithmetic: 248.3 – 183.5 = 64.8.) 
29 Dahl, Exh. CJD-3 (PSE’s Response to UTC Staff Data Request No. 237). 
30 See Allis, Exh. NWA-3. 
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A. No. Ultimately, PSE’s accelerated depreciation proposal is contradictory to 1 

Commission order and is premature. Staff opposes PSE’s request for the following 2 

reasons: 3 

• The Commission’s order in the 2024 PSE GRC (Dockets UE-240004 and 4 

UG-240005) indicated that this issue should not be addressed until ongoing 5 

litigation involving ESHB 1589 is resolved; 6 

• Current forecasting does not align with PSE’s reasoning and intention to 7 

accelerate depreciation of gas assets; 8 

• Witness Allis’s reliance on the Decarbonization Study as the basis for 9 

accelerated depreciation is flawed; and 10 

• Certain gas assets could remain used and useful into the foreseeable future. 11 

 12 

Q. Has PSE previously requested accelerated depreciation of its gas assets? 13 

A. Yes, PSE requested accelerated depreciation treatment of gas assets in its 2024 GRC. 14 

In the previous case, PSE indicated that legal requirements to reduce greenhouse gas 15 

emissions (i.e. the energy transition) necessitated accelerated depreciation of gas 16 

assets.31 Witness Allis, who also presents PSE’s depreciation case in this proceeding, 17 

recommended shortening the lives of gas assets by 10 years.32 18 

  In the 2024 GRC, PSE witness Allis also explored the Units of Production 19 

(UoP) method to accelerate gas asset depreciation.33 Although dissimilar in 20 

 
31 Wash. Utils. & Transp. Comm’n v. Puget Sound Energy, Dockets UE-240004, UG-240005, & UE-230810 
(PSE 2024 GRC), Allis, Exh. NWA-1T at 19:2–20:22. 
32 Id. at 30:2–4. 
33 Id. at 22:1–13. 
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substance and results produced, the UoP method is similar to the ELG procedure in 1 

the sense that it is an alternative method to produce depreciation rates. However, 2 

Allis recommended against adopting the UoP method in the 2024 GRC because it 3 

“may be too great a transition for the Commission to make at this time.”34 4 

 5 

Q. Did the Commission accept PSE’s request to accelerate depreciation of gas 6 

assets in the 2024 GRC? 7 

A. No. the Commission declined to accept PSE’s proposal at that time.35 The 8 

Commission provided two primary reasons to decline accelerated depreciation in the 9 

2024 GRC. First, the Commission noted the passage of I-2066, a Washington voter 10 

initiative that repealed the section of ESHB 1589 that required the “Commission to 11 

approve in a multi-year rate plan accelerated depreciation of all gas assets by 12 

2050.”36 The Commission’s Final Order went on to say that it is “appropriate to 13 

allow any legal challenges to the initiative to resolve” before ruling on accelerated 14 

depreciation.37 15 

  The Commission’s second reason provided in denying PSE’s request is that 16 

there was insufficient evidence in the record to reach approval.38 The Commission 17 

also indicated that it would be necessary to evaluate the impacts of accelerated 18 

 
34 Id. at 30:9–10. 
35 PSE 2024 GRC, Order 09/07, 107, ¶337 (Jan. 15, 2025) (2024 PSE GRC Order). 
36 Id. at 107, ¶338. 
37 Id. at 108, ¶338. 
38 Id. at 108, ¶339. 
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depreciation on Named Communities39 and overburdened customers. This analysis is 1 

to be included in PSE’s first Integrated System Plan.40 2 

 3 

Q. Is I-2066 still subject to litigation? 4 

 A. Yes, the passage of I-2066 is still subject to active litigation. As a result, the future of 5 

ESHB 1589 and the requirement contained in the legislation to accelerate 6 

depreciation of gas assets is still in limbo. PSE even indicates that the law is still tied 7 

up in litigation that has yet to resolve, as the case is still with the Washington 8 

Supreme Court.41 At this stage, Staff believes that the Commission’s decision to 9 

forego a decision on accelerated depreciation until I-2066 litigation is resolved still 10 

stands. The material facts of the situation have not changed such that Staff would 11 

recommend stepping over the Commission’s 2024 order. Even if the Commission 12 

were to reach the merits of PSE’s proposal before litigation is resolved, Staff 13 

concludes that the record evidence fails to support accelerated depreciation.  14 

 15 

Q. Does Staff have other concerns about PSE’s request for accelerated 16 

depreciation of gas assets? 17 

A. Yes. The lack of resolution in the I-2066 litigation would be enough for Staff to 18 

recommend denial of PSE’s request at this time, yet there are additional concerns 19 

 
39 Defined in WAC 480-96-020(35) as “all communities identified as a highly impacted community, vulnerable 
population, or an overburdened community.” See RCW 19.405.020(22) for the definition of highly impacted 
community, RCW 19.405.020(39) for the definition of vulnerable population, and RCW 70A.02.010(11) for 
the definition of overburdened community. 
40 2024 PSE GRC Order at 108, ¶339.  
41 Martin, Exh. JLM-1CT at 46:14–47:2. 
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with the evidence that PSE provides to support its request. Simply put, PSE’s 1 

justification for accelerated depreciation is based largely on hypotheticals that do not 2 

reflect observed or expected declines in natural gas customer load or efforts to 3 

decarbonize. 4 

 5 

Q. What is a concern you have about PSE’s natural gas load forecasting? 6 

A. At this time, PSE is not forecasting significant declines in natural gas customer loads 7 

in the near or medium term. PSE witness Joshua Jacobs states that the Company 8 

“projects natural gas energy usage to decline at an average annual rate of 0.1 percent 9 

in the next five years (2026-2030),” and a slightly larger decrease for the residential 10 

customer class.42 If PSE itself is not forecasting significant customer departures from 11 

the natural gas system during the period in which rates will be in effect, Staff does 12 

not believe the record supports accelerating depreciation based on the widespread 13 

asset retirement. Furthermore, there are concerns with PSE’s current long-term gas 14 

load forecasting. PSE’s 2023 Integrated Resource Plan (IRP) forecasts that the 15 

demand for natural gas will decline “due to the impact of cost-effective 16 

conservation” between now and 2050.43 In other words, PSE’s most current long-17 

term gas forecasting indicates that any declines in demand that occur are likely the 18 

result of conservation programs, rather than the kind of decarbonization or 19 

electrification that PSE purports. 20 

 
42 Jacobs, Exh. JJJ-1T at 4:1–4. 
43 Id. at 8:4-6. 
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  In addition to the long-term gas demand forecast included in the 2023 IRP, it 1 

appears that PSE is not planning for electrification programs to materially reduce or 2 

replace use of the natural gas system. Figure 1, below, illustrates that PSE intends to 3 

purchase emission allowances rather than reducing gas load through electrification or 4 

decarbonization projects. The gray bars in the chart represent the emission 5 

allowances that will be required to cover expected greenhouse gas emissions from 6 

the gas system. Emission-reducing programs, such as green hydrogen (Green H2), 7 

renewable natural gas (RNG), only represent a small share of what PSE anticipates 8 

in terms of emission-reduction efforts. 9 

Figure 1. Emissions Reduction and Net Allowances Needed in the 
Preferred Gas Portfolio44 

 10 

 
44 Docket UG-220242, 2023 Gas Integrated Resource Plan at 2.21. Available at https://www.pse.com/-
/media/PDFs/IRP/2023/electric/chapters/02_EPR23_Ch2-
Final.pdf?rev=4f85dab156674e7fb7193d6edc76bc78&modified=20230331220557&hash=F94248D928E0CB
F2845F767A92E8C211. 
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Q. How do these concerns about forecasting relate to PSE’s request for accelerated 1 

depreciation? 2 

A. The primary concept underpinning PSE’s request for accelerated depreciation is risk 3 

associated with natural gas customer demand decreasing as customers exit the 4 

system.45 PSE’s current forecasts simply do not provide evidence that PSE is actually 5 

expecting large numbers of customers to leave the system that would dramatically 6 

reduce natural gas load and leave substantial portions of unused gas infrastructure 7 

unrecovered or undepreciated. In other words, there is a mismatch between the case 8 

PSE makes about the need for accelerated depreciation and what it currently expects 9 

to happen. 10 

 11 

Q. Does Staff have additional reservations about PSE’s forecasting and planning as 12 

it relates to accelerated depreciation? 13 

A. Yes, the results of the 2023 IRP are likely stale. Nonetheless, it is PSE’s most current 14 

resource planning document available and on the record. To reach a decision in this 15 

proceeding on accelerated depreciation of natural gas assets, the Commission can 16 

only consider the evidence available on the record. In terms of understanding what 17 

PSE anticipates in terms of gas load in the near, medium, and long terms, this is the 18 

most current information available. 19 

  In the event that the Washington Supreme Court overturns I-2066, thus 20 

upholding the DALCU, the statute is also clear that updated planning documentation 21 

 
45 Martin, Exh. JLM-1T at 47:8–10. 
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is necessary for the Commission to approve accelerated depreciation. The legislation 1 

states that PSE must “include an updated depreciation study that reduces the gas rate 2 

base consistent with an approved integrated system plan.”46 To date, PSE has not 3 

filed an integrated system plan with the Commission. The first such plan is expected 4 

to be filed in 2027.47 Not only is more current forecast information needed for the 5 

Commission to reach a decision about accelerated depreciation, but the statute 6 

supporting PSE’s request also requires the Company to file an integrated system plan 7 

for an accelerated depreciation schedule to be considered. 8 

 9 

Q. What else has Staff considered in assessing PSE’s request for accelerated 10 

depreciation of gas assets? 11 

A. Staff has also examined the Decarbonization Study included with witness Allis’s 12 

testimony. This study intends to evaluate “how varying electrification and 13 

decarbonization trajectories could affect the capital recovery of PSE’s gas assets.”48 14 

Within the study, three different scenarios with differing assumptions about capital 15 

expenditures, customer usage, and technology adoption examine the interaction of 16 

decarbonization and asset depreciation from 2025 through 2050.49 The scenarios are 17 

intended to illustrate potential future outcomes rather than forecast PSE’s expected 18 

future operations. The three scenarios are: 19 

 
46 ESHB 1589, Section 7, accessible via https://lawfilesext.leg.wa.gov/biennium/2023-
24/Pdf/Bills/Session%20Laws/House/1589-S.SL.pdf?q=20260708004523. 
47 In re Amending Rules in WAC 480-96 Relating to Integrated Sys. Plan., Docket U-240281, Gen. Ord. R-609, 
32, ¶ 104 (2025). 
48 Allis, Exh. NWA-1T at 23:4–6. 
49 Id. at 23:18–22. 
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• Reference Scenario: This is the base case that assumes minimal decline in 1 

customers and 20 percent throughput decline through 2050. 2 

• Hybrid Heat Pump Scenario: Under this scenario, conversion of existing gas 3 

furnaces to hybrid heat pump systems is assumed. The natural gas system is 4 

still used as backup on peak days. This results in customer counts decreasing 5 

by 3 percent, but gas usage declining about 67 percent by 2050. 6 

• Cold Climate Heat Pump Scenario: Under this scenario, higher levels of 7 

electrification are assumed with adoption of electric space heating, water 8 

heating, and cold climate heat pump systems. This scenario results in 9 

customer counts declining by approximately 59 percent and gas usage 10 

declining by approximately 76 percent by 2050.50 11 

The results of the Decarbonization Study form the basis for much of the analysis and 12 

recommendation in Allis’s testimony. 13 

 14 

Q. How does PSE witness Allis use the results of the decarbonization study in 15 

reaching a recommendation on depreciation rates? 16 

A. The scenarios in the Decarbonization Study guide witness Allis’s ultimate 17 

recommendations. Specifically, Allis selects the Hybrid Heat Pump and Cold 18 

Climate Heat Pump for further depreciation expense analysis and ultimately selects 19 

the various depreciation methodologies to employ.51 This sets up the various 20 

depreciation expense levels displayed in Table 2 of witness Allis’s testimony. As a 21 

 
50 Id. at 24:5–31. 
51 Id. at 56:9–57:10. 
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result, the decision to use the ELG procedure and the resulting annual gas 1 

depreciation expense appears as a moderate and reasonable approach, in Allis’s 2 

view, in comparison to the other options, including those from the Decarbonization 3 

Study.52 Ultimately, the Decarbonization Study impacts the overall analysis and 4 

recommendation regarding accelerated depreciation. 5 

 6 

Q. What is Staff’s concern about relying on the Decarbonization Study? 7 

A. Staff is concerned about reliance on the Decarbonization Study because it is purely 8 

hypothetical and does not reflect what actions PSE and its customers might take 9 

between now and 2050. Allis states in regard to the three Decarbonization Study 10 

scenarios, “[t]hese scenarios are not forecasts of the future, but rather representations 11 

of hypothetical business futures for illustrative purposes in the study.”53 Simply put, 12 

the scenarios that exert material influence on PSE’s recommendation to accelerate 13 

depreciation are “hypothetical” and “illustrative.” As a result, the study results do not 14 

reflect actual forecasts or action the Company has planned to support 15 

decarbonization efforts. Ultimately, the concern is that PSE relies too heavily on 16 

hypotheticals to reach a decision that will have a material impact on ratepayers to the 17 

tune of a $66.2 million increase in depreciation expense in Rate Year (RY) 1 of the 18 

multi-year rate plan (MYRP). 19 

 

 
52 Id. at 57:11–58:8. 
53 Id. at 24:2–4. 



 
TESTIMONY OF COREY J. DAHL   Exh. CJD-1T 
DOCKETS UE-260005, UG-260006, & UE-260113 (Consolidated) Page 22 
 

Q. What other issues has Staff identified in the discussion of accelerated 1 

depreciation of natural gas assets? 2 

A. Some gas infrastructure is likely to remain used and useful, providing benefits to 3 

customers who remain on the natural gas system, regardless of the magnitude of 4 

changes in customer counts and customer gas load. Even under PSE’s most 5 

aggressive illustrative scenario, the Cold Climate Heat Pump Scenario, many 6 

customers will remain on the natural gas system consuming some amount of gas. 7 

Assets serving individual customers who exit the gas system entirely, such as service 8 

lines and meters, would indeed be retired.54 Yet customers who remain connected 9 

and significantly reduce load would still require a meter and service line. At the same 10 

time, however, certain facilities such as gas mains and regulators would be necessary 11 

to provide safe and reliable service to the customers who remain.  12 

Despite the reality that some gas infrastructure would necessarily remain in 13 

place serving customers remaining on the gas system, PSE claims that certain types 14 

of infrastructure, gas mains and regulators, would become obsolete.55 PSE makes 15 

this claim, but does not support it with evidence. In response to discovery, PSE 16 

admits that “mains and regulating stations are needed to safely provide gas service to 17 

customers” and that “mains or regulator stations may no longer be needed to provide 18 

service.”56 To that point, PSE indicates that it has not developed any plans to require 19 

specific quantities of regulator stations or gas mains, despite its proposal to 20 

 
54 Id. at 34:2–4. 
55 Id. at 33:19–34:10. 
56 Dahl, CJD-4 (PSE Response to UTC Staff Data Request No. 268) (emphasis added). 
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accelerate depreciation of assets in this case.57 The reality is that certain assets will 1 

need to remain in service (i.e. not facing obsolescence) even if a significantly smaller 2 

number of customers consuming significantly less natural gas remain on the system. 3 

 4 

Q. Does PSE provide any additional support for applying the procedure to develop 5 

depreciation rates? 6 

A. No. In response to a data request, PSE indicated that everything used to support use 7 

of ELG is included in the Company’s filing.58 8 

 9 

Q. Does PSE provide any additional or substantive support for its recommendation 10 

to shorten the useful lives of gas assets by five years? 11 

A. No. In response to a follow-up data request, PSE simply pointed to the 12 

Decarbonization Study scenarios described in my testimony above and that two other 13 

Commissions have used a similar approach shortening the useful lives of gas assets. 14 

To reiterate, the Decarbonization Study provides purely illustrative results and does 15 

not provide the Commission with a robust evidentiary record sufficient to support 16 

PSE’s proposal. Furthermore, as mentioned above, this jurisdictional Commission 17 

has previously ordered that it will not address the accelerated depreciation issue until 18 

litigation involving the voter initiative is resolved.59 19 

 

 
57 Id. 
58 Dahl, Exh. CJD-5 (PSE Response to UTC Staff Data Request No. 240). 
59 Dahl, Exh. CJD-6 (PSE Response to UTC Staff Data Request No. 264). 
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Q. What does Staff recommend regarding accelerated depreciation of natural gas 1 

assets? 2 

A. Staff recommends that the Commission reject PSE’s request to accelerate 3 

depreciation of natural gas assets by shortening the useful life of the assets by five 4 

years and through use of the ELG procedure. The Commission should, instead, 5 

forego accelerated depreciation and maintain the current practice of using ALG 6 

procedure using the reference case service life assumptions. This recommendation is 7 

supported primarily by the Commission’s Final Order in the 2024 GRC that states 8 

that a decision on accelerated depreciation will not occur until I-2066 litigation is 9 

resolved. Additionally, my testimony points out Staff’s concerns with the support 10 

that PSE provides for accelerated depreciation. As stated, PSE’s current forecasts are 11 

mismatched with the future Allis’s testimony assumes. Additionally, the 12 

Decarbonization Study that Allis relies on is purely illustrative and does not reflect 13 

actual forecasts or planned decarbonization activities. 14 

 15 

D. Proposed Depreciation Expense Adjustment 16 

 17 

Q. Do you propose an adjustment to PSE’s requested depreciation expense? 18 

A. Yes. Staff recommends against accelerated depreciation and recommends an 19 

approximate $61.8 million reduction in PSE’s proposed depreciation expense. This 20 

results in an annual depreciation expense of $183.5 million, using the reference case 21 

ALG methodology, as indicated in Table 1 of this testimony. 22 
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  The adjustment made to 6.36 Depreciation Study and resulting gas revenue 1 

requirement impact are included in Exhibit CJD-7. 2 

 3 

E. Equity Concerns 4 

 5 

Q. Is there anything you would like to add regarding equity and accelerated 6 

depreciation? 7 

A. Yes. The energy transition and electrification raise very serious equity concerns. 8 

Customers who are able to electrify their homes will undoubtedly incur significant 9 

costs to replace gas furnaces with electric heat pumps or other appliances. Those 10 

customers who cannot afford to upgrade from gas to electric appliances will, thus, 11 

remain on the gas system and shoulder a disproportionate share of the costs to 12 

maintain the system and pay depreciation expense. This intergenerational inequity is 13 

likely to create a financial and energy burden on those who can least afford it. Staff 14 

raised these concerns in the 2024 GRC when PSE proposed accelerated 15 

depreciation,60 and maintains the concern in this GRC. 16 

 17 

Q.  What was Staff’s recommendation to the Commission in the 2024 PSE GRC 18 

regarding accelerated depreciation and its impact on equity? 19 

A. Staff recommended that the Commission maintain consistency with current law.61 20 

As such, Staff recommended that the Commission take notice of the results of the 21 

 
60 PSE 2024 GRC, McGuire, Exh. CRM-1T at 23:3–8 (2024). Also see generally PSE GCR 2024, Franks, Exh. 
WF-1T. 
61 PSE 2024 GRC, McGuire, Exh. CRM-1T at 25:10. 
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ballot initiative to repeal portions of the DALCU. Staff also pointed out that an 1 

Integrated System Plan had not been filed, so the requirements to evaluate an 2 

accelerated depreciation schedule were not relevant during the 2024 GRC.62 3 

  In terms of equity, Staff recommended that the Commission consider the 4 

principles of gradualism and reasonableness. Staff witness Chris McGuire testified 5 

that “gradualism is subjective,” meaning that the Commission must weigh whether 6 

a depreciation proposal goes too far or not far enough.63 As it relates to the principle 7 

of reasonableness, Staff witness Wesley Franks testified that equity must be 8 

considered when evaluating the reasonableness of an accelerated depreciation 9 

proposal because moving too gradually could leave customers who can least afford 10 

to electrify and exit the gas system with a disproportionate cost burden.64 11 

 12 

Q.  Did the Commission adopt Staff’s recommendation in the 2024 GRC? 13 

A.  Yes. The Commission recognized that Initiative I-2066 had passed, but would likely 14 

be subject to litigation. As previously indicated, the Commission declined to rule on 15 

an accelerated depreciation proposal until any related litigation is resolved. Further, 16 

the Commission accepted Staff’s recommendation and required PSE to conduct 17 

analysis of accelerated depreciation’s impacts on Named Communities and 18 

overburdened customers by 2027 and to incorporate that analysis into the first 19 

Integrated System Plan.65 20 

 
62 Id. at 22:14–17. 
63 Id. at 24:3–12. 
64 PSE 2024 GRC, Franks, Exh. WF-1T at 27:5–30:7. 
65 2024 PSE GRC Order, 107 ¶ 339.  
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  The equity concerns Staff raises in this proceeding and the in the 2024 GRC 1 

must be considered if and when it is appropriate to begin accelerated depreciation of 2 

PSE’s gas assets. In the event that the DALCU is restored by the Washington 3 

Supreme Court, PSE will be required to submit an accelerated depreciation schedule 4 

based on an Integrated System Plan that takes specific consideration of the 5 

inequitable impacts of the energy transition.  6 

 7 

Q. Is affordability a concern for Staff as it relates to PSE’s request for increased 8 

depreciation expense? 9 

A. Certainly. PSE should not be entitled to an inflated depreciation expense request 10 

that is inconsistent with Commission order and is not supported by record evidence. 11 

Affordability is a priority to Staff in this GRC and ensuring that the rates effective 12 

as a result of this case are fair, just, and reasonable. This request does not meet 13 

those criteria. As a result, Staff recommends a $64.8 million reduction to PSE’s 14 

annual depreciation expense request. 15 

 

IV. PSE’S PROPOSED IT INVESTMENT PLAN 16 

 17 

A. Summary of PSE’s Request 18 

 19 

Q. Please describe PSE’s request for IT investments in this MYRP. 20 
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A. PSE proposes an IT Investment plan with $870.3 million in spending projected 1 

during the three-year MYRP.66 Within this IT Investment plan, PSE seeks recovery 2 

of $217.9 million in RY1, $392.2 million in RY2, and $260.2 million in RY3.67 3 

IS/IT investments are among the primary drivers of PSE’s requested rate increases in 4 

this GRC.68  5 

The projects in PSE’s IT Investment plan are placed into two broad categories: 6 

Business Enablement and System Modernization.69 Within each of the two 7 

categories, there are discrete projects with significant spending tied to each project. 8 

See Exhibit DEP-3 for more detail. Beyond the discrete projects in each category, 9 

there is spending designated as “Other Business Enablement Projects” and “Other 10 

Systems Modernization and Optimization Projects,” collectively referred to as Other 11 

IT Investments in this testimony. Table 2, below, breaks down planned spending for 12 

Other Business Enablement Projects over the three-year MYRP. Table 3, below, 13 

breaks down planned spending for Other Systems Modernization and Optimization 14 

Projects over the three-year MYRP. 15 

Table 2. PSE’s Other Business Enablement Projects Request 
(in millions of dollars)70 

2027 (RY1) 2028 (RY2) 2029 (RY3) Total 

$73.1 $85.6 $69.9 $228.6 

 

 
66 Perry, Exh. DEP-1T at 2:13–14. 
67 Perry, Exh. DEP-3 at 1. 
68 Steuerwalt, Exh. MS-1T at 6:11–7:2. 
69 Perry, Exh. DEP-1T at 13:5–8. 
70 Perry, Exh. DEP-3 at 1. 
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Table 3. PSE’s Other Systems Modernization & Optimization 
Projects Request (in millions of dollars)71 

 
2027 (RY1) 2028 (RY2) 2029 (RY3) Total 

$36.5 $20.6 $23 $80 

 
The total requested cost recovery for Other IT Investments is $308.6 million over the 1 

three-year rate plan.72 2 

 3 

Q. Which aspects of PSE’s IT Investment plan do you address in your testimony? 4 

A. My testimony addresses the prudency and reasonableness of PSE’s request to 5 

recover costs associated with Other Business Enablement Projects and Other 6 

Systems Modernization & Optimization Projects. Please see the testimony of Staff 7 

witness Paul Koenig regarding PSE’s planned spending on the other itemized 8 

projects, referred to collectively as the Discrete IT Investments in this testimony.  9 

 10 

B. Staff’s Assessment of PSE’s Request for Other IT Investments 11 

 12 

Q. What Standards of Prudence does Staff follow to assess proposed investments? 13 

A. My prudence analysis is conducted using the same standards outlined by Staff 14 

witness Paul Koenig.73 15 

 
71 Id. 
72 Arithmetic: $228,605,241 + $79,980,591 = $308,585,832. 
73 Koenig, Exh. PK-1T at 5:8 –6:17. 
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Q. Do you share Staff witness Koenig’s concerns about PSE meeting the 1 

Standards of Prudence as it relates to IT investments? 2 

A. I certainly do. PSE provides very little evidence to support its requests for IT 3 

investments overall, especially when considering the sheer magnitude of IT 4 

investments in this case. As witness Koenig stated, it is the Company’s 5 

responsibility to ensure that requests for rate recovery meet basic prudence 6 

standards, such as “used and useful” and “known and measurable.” Staff applies the 7 

same prudence framework regardless of the dollar amount requested for recovery. 8 

That said, the paucity of support provided for investments of this magnitude gives 9 

Staff pause. 10 

 11 

Q. What evidence does PSE provide to support its request for the Other IT 12 

Investments? 13 

A. Effectively none. PSE witness Diane Perry, the primary witness for the IT 14 

Investment Plan, does not even reference the Other IT Investment Projects in the 15 

text of testimony. The only way to deduce that there is a bucket of other planned 16 

project spending in either the Business Enablement and System Modernization 17 

categories is to recognize that the total amount indicated for the Discrete IT 18 

Investments does not add up $870.3 million, the total projected spend on all IT 19 

investments during the MYRP.  20 

The table of IT projects placed into service, February 2027 through 21 

December 2029, in Exhibit DEP-3 includes line items for Other Business 22 

Enablement Projects and Other Systems Modernization & Optimization Projects. 23 
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The only information included is the annual and total spending in each of these 1 

subcategories and a very brief description. The description for Other Business 2 

Enablement Projects states, “IT funding that includes projects that are identified by 3 

PSE business areas to support corporate strategies, customer needs and emerging or 4 

new business needs.”74 And the description for Other Systems Modernization & 5 

Optimization Projects states, “IT funding required to upgrade and maintain key and 6 

critical IT applications and infrastructure platforms.”75 Exhibit DEP-3 indicates that 7 

all of the Discrete IT Investment projects are described in testimony. 8 

This is all of the information that PSE provided in its original filing to 9 

support its request to recover $308.6 million from its ratepayers. 10 

 11 

Q. Did Staff conduct discovery to receive more information to better understand 12 

the justification PSE’s Other IT Investments? 13 

A. Absolutely. Staff served data requests on PSE to receive any additional information 14 

that could be helpful in making a prudence determination on these planned 15 

investments. The information received in several data request responses did not 16 

provide significantly more information and did not aid Staff in attempting to better 17 

understand PSE’s justification for more than $300 million in projects set to go in 18 

service in RYs 1 through 3. 19 

 

 
74 Perry, Exh. DEP-3 at 1. 
75 Id. 
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Q. What information did Staff request in discovery regarding the Other IT 1 

Investments? 2 

A. Through multiple data requests, Staff sought the following information: 3 

• A breakdown of and workpapers supporting the IT Investment plan; 4 

• Detailed explanations of the projects classified as Other Business Enablement 5 

Projects and Other Systems Modernization and Optimization Projects; 6 

• Support necessary to make a prudence determination for the Other IT 7 

Investment projects; and 8 

• Detailed explanation for the Company’s threshold for providing information 9 

in testimony and exhibits in the initial filing. 10 

 11 

Q. What did the Company provide in terms of workpapers to support Other IT 12 

Investments? 13 

A. PSE provided a spreadsheet listing all of the individual projects that make up the IT 14 

Investment plan, including both the Discrete and Other IT Investment projects.76 15 

This spreadsheet is provided as Attachment A to Exhibit CJD-8. When filtering for 16 

all projects in the “other” categories, a total of 67 projects represent PSE’s portfolio 17 

of Other IT Investments. The spreadsheet provides the project category, Corporate 18 

Spending Authorization (CSA) name, CSA Number, Project Name, In-Service Year, 19 

spending by rate year, and total spending. Total spending on the individual Other IT 20 

Investment Projects during the MYRP ranges from $438,838 for the “Vegetation 21 

 
76 Dahl, Exh. CJD-8 (PSE’s First Supplemental Response to UTC Staff Data Request No. 47, Attachment A). 
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Management Satellite Imagery” project to $14,434,070 for the “Data Center 1 

Hardware Refresh 2026+” project. 2 

  Upon Staff’s request, PSE supplemented its response to this data request to 3 

include additional information about the Other IT Investment projects. The 4 

supplemental response included annual depreciation expense and average of monthly 5 

averages balances for gross plant, accumulated depreciation, and accumulated 6 

deferred income taxes.77 Prior to Staff’s request for supplemental information, Staff 7 

and other parties did not have access to the information necessary to make revenue 8 

requirement adjustments for any of the projects included in the Other IT Investment 9 

category. 10 

  This is all the information, descriptions, and justifications PSE provided for 11 

the Other IT Investments in response to this data request. 12 

 13 

Q. Did PSE provide sufficient explanations for the Other IT Investment projects in 14 

response to Staff’s data request? 15 

A. No, it did not. Staff sought additional details about the Other IT Investments because 16 

the testimony of Diane Perry does not address these investments in any material or 17 

significant detail. PSE indicated that it did, in fact, address the Other IT Investment 18 

projects in the following ways: 19 

• Explained the projects in “in aggregated form consistent with the materiality 20 

threshold disclosed” in testimony. PSE set a “materiality threshold” of $15 21 

 
77 Id. 
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million and only provided more detail about IT projects exceeding that 1 

amount in total spending over the three-year MYRP. 2 

• Provided one-sentence descriptions in Exhibit DEP-3. These short 3 

descriptions were cited in my testimony, above.78 4 

 5 

Q. Does PSE justify or explain the $15 million materiality threshold? 6 

A. PSE does not justify or explain the $15 million materiality threshold. Rather, the 7 

Company only mentions it in passing in testimony. The Company indicates that it 8 

provides details on any IT project with expenditures in excess of $15 million during 9 

the course of the MYRP.79 No other explanation to the significance of $15 million as 10 

it related to IT project spending. Any project spending over three years less than $15 11 

million receives no additional explanation, even though that spending in aggregate 12 

exceeds $300 million. 13 

  In discovery, Staff requested more information about how the materiality 14 

threshold was determined. Staff also provided an additional opportunity for PSE to 15 

justify the Other IT Investment projects. In response, the Company simply indicated 16 

that they provided additional information on “approximately 65 percent” of its IT 17 

investments included in this case, so the “other” share of investments is not material 18 

and does not require additional explanation.80 In addition, the Company provides 19 

 
78 Dahl, Exh. CJD-9 (PSE Response to UTC Staff DR No. 98). 
79 Perry, Exh. DEP-1T at 2:7–10. 
80 Dahl, Exh. CJD-10 (PSE Response to UTC Staff DR No. 247). 
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slightly longer descriptions of each project than what is provided in Exh. CJD-8, 1 

Attachment A.81 2 

 3 

Q. What conclusions does Staff reach regarding the prudence of PSE’s Other IT 4 

Investments? 5 

A. Simply put, Staff does not have enough information to find any of the projects in this 6 

grouping to be prudent. Based on the information provided in testimony and through 7 

discovery, PSE has not (1) demonstrated a need for any of the Other IT Investment 8 

projects; (2) provided any cost-benefit analyses; (3) evaluated any alternatives; or (4) 9 

involved the board of directors in any decision-making processes. As a result, PSE 10 

has failed to meet the Commission’s standard for reaching a prudence 11 

determination.82 The Other IT Investments may indeed become used and useful 12 

and/or known and measurable during the course of the MYRP, but Staff has not 13 

found these investments to be prudent based on long-standing Commission 14 

standards. As a result, the used and useful or known and measurable standards for 15 

cost recovery are not necessary at this time. 16 

  PSE has provided the Commission with scant information about more than 17 

$300 worth of spending. It may very well be the case that these IT investments are 18 

reasonable, but Staff has no way to make that determination. The burden of proof is 19 

on PSE to provide the Commission with evidence to justify cost recovery. For the 20 

Other IT Investments, PSE has fallen fall short of its burden. It is my opinion that it 21 

 
81 Dahl, Exh. CJD-10, Attachment B. 
82 Wash. Utils. & Transp. Comm’n v. Puget Sound Energy, Dockets UE-111048 & UG-111049 (Consolidated), 
Order 08, at 148 ¶ 409. 
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would be professional malpractice to recommend anything other than complete 1 

disallowance of these expenditures. 2 

 3 

Q. Did Staff consider affordability in its recommendation to disallow recovery for 4 

Other IT Investments? 5 

A. Yes. The current economic climate has necessitated that Staff and the Commission 6 

prioritize affordability when reaching a decision on GRCs. PSE’s customers have 7 

endured significant bill increases over the last several years. As a result, the question 8 

of affordability must be considered when evaluating the prudency of investments as 9 

significant as the ones presented in this case. The $308.6 million PSE requests for 10 

Other IT Investments alone is greater in magnitude than some energy GRC requests 11 

overall. As a result, Staff has put a high priority on ensuring that PSE has met its 12 

burden of proof for cost recovery. For these investments, PSE has fallen short. 13 

  Over the course of a MYRP, ratepayers are typically set to face annual base 14 

rate increases. This is not even to mention the rate impacts of various tariff and true-15 

up filings that occur during the course of the rate plan. MYRPs are intended to 16 

provide some level of administrative efficiency, reduce regulatory lag for utilities, 17 

improve cash flow for utilities, and ultimately reduce risk to utilities. While it is true 18 

that MYRPs are intended to provide these benefits to utilities, they should not be 19 

treated as a blank check. Utilities still bear the burden of proof and are still held to 20 

the standards of prudence to ensure that rates remain fair, just, reasonable, and 21 

sufficient. 22 
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C. Proposed Adjustment for IT Expenditures 1 

 2 

Q. What are Staff’s proposed adjustments for the Other IT Investments? 3 

A. Staff recommends complete disallowance of these proposed expenditures. As a 4 

result, Staff recommends the following downward adjustments to PSE’s revenue 5 

requirement: 6 

• RY1: ($6,426,150.69) 7 

• RY2: ($12,538,660.57) 8 

• RY3: ($18,880,168.29) 9 

The plant adjustments made to for the Other IT Investments and resulting electric 10 

and gas revenue requirement impacts are included in Exhibit CJD-11. Staff derived 11 

these adjustments through information provided informally by PSE witness Susan 12 

Free. The revenue adjustments were made with the gross plant values, accumulated 13 

depreciation, and accumulated deferred income taxes provided on a project-by-14 

project level based on PSE’s supplemental response to Staff Data Request No. 47. 15 

 16 

V. PSE’S PROPOSED WAIVER FROM CREDIT AND COLLECTION 17 

REQUIREMENTS 18 

 19 

A. Background 20 

 21 

Q. What is the status of credit and collection practices for PSE and other  22 

Washington investor-owned utilities? 23 
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A. In response to the COVID-19 pandemic and the resulting economic crisis, the 1 

Commission opened a rulemaking to assess the fairness of existing utility credit and 2 

collection practices in Docket U-210800. Through this process, the Commission 3 

would “consider potential long-term changes and improvements to customer notice, 4 

credit, and collection rules, including the permanent elimination of late fees, 5 

disconnection and reconnection fees, and deposits.”83 While the rulemaking is 6 

underway, the Commission ordered utilities to cease charging late fees, 7 

disconnection fees, reconnection fees, and customer deposits until 30 days after the 8 

rulemaking in Docket U-210800 is completed. 9 

 10 

Q. What is the status of the rulemaking in Docket U-210800? 11 

A. It is active and ongoing. Most recently, interested parties filed comments on the draft 12 

rules in accordance with the March 13, 2026, Notice of Opportunity to Provide 13 

Comments.84 Comments were due to the Commission by April 17, 2026, and eight 14 

interested parties filed comments, including PSE. From this point, parties’ comments 15 

will be compiled and considered as the Commission moves toward the CR-102 phase 16 

of the rulemaking. During the CR-102 phase, the Commission will propose rules 17 

developed based on feedback from interested parties and announce a hearing date to 18 

finalize the rules. After the conclusion of the hearing, the Commission will issue a 19 

 
83 Customer Notice and Fees Rulemaking, Docket U-210800, Notice of Opportunity for File Written 
Comments (March 18, 2022). 
84 Customer Notice and Fees Rulemaking, Docket U-210800, Notice of Opportunity to Provide Comments 
(March 13, 2026). 
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CR-103, which is the order finalizing the rules to be codified in the Washington 1 

Administrative Code. 2 

 3 

B. PSE’s Proposed Waiver 4 

 5 

Q. What does PSE propose regarding credit and collection practices? 6 

A. The Company’s request is two-fold. In its primary recommendation, PSE argues that 7 

the Commission should “take action and, ultimately, reinstate the historical credit 8 

and collection rules in place prior to…the COVID-19 pandemic” in this GRC.85 As a 9 

secondary recommendation, “at a minimum, PSE requests that the Commission issue 10 

a waiver of certain … restrictions currently in place until a rule is passed.”86 11 

Specifically, PSE requests a waiver from current requirements to begin charging 12 

security deposits, fees for disconnections that are not remote capable, and fees for 13 

late payments on past due balances.87 14 

 15 

Q. What support, reason or justification does PSE provide for this request? 16 

A. Witness August indicates that the prolonged duration of Docket U-210800 has 17 

caused “adverse effects on PSE and customers, including in PSE’s multiyear rate 18 

plan.”88 There is no additional indication of what specific adverse effects result from 19 

the currently allowed credit and collection practices. The Company also states that 20 

 
85 August, Exh. AAA-1T at 80:12–15. 
86 Id. at 80:19 –81. 
87 Id. at 81:3–13. 
88 Id. at 80:7–12. 
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the most recent activity in Docket U-210800 occurred in August 2023 and February 1 

2024. Staff acknowledges that this GRC was filed before the March 13, 2026, Notice 2 

of Opportunity to Provide Comments. Furthermore, the March 13 Notice indicates 3 

that the Commission paused work on the rulemaking shortly after the September 7, 4 

2023, workshop to focus on other high priority work and alleviate staff shortages.89  5 

Additionally, the Company says arrearages increased significantly during the 6 

moratorium as a consequence of the “moratorium”90 and that arrearages have 7 

impacts on PSE’s financial health.91 Indeed, customer arrearages have increased 8 

significantly since the beginning of the COVID-19 pandemic. However, PSE fails to 9 

demonstrate anything beyond correlation between arrearage balances and the 10 

prohibition of charging fees or deposits. PSE’s testimony does not provide any 11 

evidence to support the claim that the inability to charge fees or take deposits causes 12 

increased arrearages. 13 

 14 

C. Staff’s Recommendation 15 

 16 

Q. What does Staff recommend in regard to PSE’s primary request to reinstate the 17 

pre-COVID credit and collection rules and practices? 18 

A. Staff recommends that the Commission deny this request. PSE stated this position 19 

and did not provide any evidence to support it. Rather, witness Aaron August went 20 

 
89 Customer Notice and Fees Rulemaking, Docket U-210800, Notice of Opportunity to Provide Comments 
(March 13, 2026). 
90 August, Exh. AAA-1T at 82:15. 
91 Id. at 83:4–84:2. 
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on to propose a secondary recommendation and provide reasoning to support that 1 

request. 2 

 3 

Q. Does Staff find PSE’s justification for its secondary request to resume charging 4 

fees and deposits persuasive? 5 

A. No. The status of the rulemaking in Docket U-210800 has changed materially since 6 

witness Aaron August filed testimony. The process is moving forward and the 7 

Commission has provided draft credit and collection rules for both electric and 8 

natural gas service. Indeed, PSE has filed comments in Docket U-210800 since the 9 

time the GRC was filed. As a result, it would be inappropriate for the Commission to 10 

change practice based on reasoning that the rulemaking is not progressing. 11 

  Furthermore, Staff believes it would be inappropriate to modify credit and 12 

collections practices in this venue. The Commission has already established that the 13 

rulemaking is the appropriate venue for parties to weigh in on changes to credit and 14 

collection rules. PSE has filed comments and has the ability to weigh in during 15 

forthcoming stages of the rulemaking. 16 

  Finally, PSE did not provide evidence to support its claim that the inability to 17 

charge fees and deposits has led to increased arrearages. 18 

 19 

Q. Has Staff considered anything else in relation to PSE’s request to resume 20 

charging fees and deposits? 21 

A. Yes. The Commission’s most recent draft rules in Docket U-210800 discontinue the 22 

practice of charging late fees and disconnection fees to residential customers, and 23 
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discontinue charging reconnection fees and deposits to known low-income 1 

customers.92 Although these draft rules may not be adopted, it would create 2 

confusion for customers and complicate billing practices for the utility if there were 3 

multiple changes to fees and deposits charged in a short amount of time. 4 

 5 

Q. Does Staff recommend the Commission grant PSE’s request to change its 6 

approach to late fees, disconnect fees, reconnect fees, and security deposits? 7 

A. No. Staff recommends the Commission reject PSE’s request and continue discussion 8 

of these issues in Docket U-210800. The Commission has made significant progress 9 

revising draft rules for WAC 480-90 and WAC 480-100, which were included in the 10 

Commission’s Request for Comment issued March 13, 2026, and is working toward 11 

the release of proposed rules for adoption. 12 

 13 

Q. Has Staff considered the equity implications of its recommendation regarding 14 

credit and collection practices? 15 

A. Yes, equity is central to credit and collection issues. It is indisputable that charging 16 

fees and deposits creates an additional financial burden for customers who receive 17 

such a charge. For customers who are already energy burdened, fees and deposits 18 

exacerbate the burden by adding additional expense to energy bills. Charging fees 19 

not only creates this additional burden, but it also makes it harder for customers to 20 

afford their bills. In this case, fees and deposits put customers at greater risk of 21 

 
92 Customer Notice and Fees Rulemaking, Docket U-210800, Notice of Opportunity to Provide Written 
Comments, Attachments A and B  (March 13, 2026). 
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disconnection and make it more challenging to pay down past-due balances. This 1 

creates an inequitable harm to individuals and families making difficult decisions 2 

between affording food, medication, transportation, and maintaining a livable or 3 

comfortable climate in their homes. 4 

 5 

VI. CONCLUSION 6 

 7 

Q. Please summarize your testimony. 8 

A. My testimony examined a variety of PSE’s request in this GRC. First, I addressed 9 

PSE’s requested accelerated depreciation of gas assets. My testimony also addresses 10 

PSE’s request for more than $300 million in “other” IT investments. Finally, my 11 

testimony evaluates PSE’s request to waive current restrictions on collecting late 12 

fees, disconnection fees, reconnection fees, and customer deposits. 13 

 14 

Q. Please summarize Staff’s recommendations as presented in your testimony. 15 

A. Staff recommends the following: 16 

• Reject PSE’s proposed accelerated depreciation of certain gas assets; 17 

• Disallow PSE’s proposed cost recovery for Other IT Investments for all three 18 

years of the MYRP; and 19 

• Reject PSE’s request to resume collection of certain fees and security 20 

deposits. 21 
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Q. Does this conclude your testimony?   1 

A. Yes. 2 


