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BEFORE THE WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION 
 

Dockets UE-260005 & UG-260006 
Puget Sound Energy 

2026 General Rate Case 
 
 

WUTC STAFF DATA REQUEST NO. 099: 
REQUESTED BY: Kelvin Fitzgerald 
 
RE: IT Investments 
 
a. Please provide project descriptions, business need, cost-benefit analysis, 

alternatives, and support for all cost estimates (including any offsetting cost 
considerations), for each project associated with the “Other Business 
Enablement Projects” and “Other Systems Modernization & Optimization 
Projects”, as listed on DEP-3. 

 
b. Please provide documentation of completive solicitation performed for all projects 

being requested, as listed on DEP-3. 
 
c. IT Operational Program: 
 

1. On DEP-4, estimated in-service dates are 12/31/2030 for CSA0234, 
CSA0235, and CSA0238. The CSA0236 in-service date is 12/31/2023. 
Please explain why these dates are not within the MYRP and provide the 
correct dates, if available. 

 
2. On DEP-4, what is the meaning and significance of the 5% CPI escalation 

applied to out-year costs? Please provide documented support for how 
was this factor was determined and applied. 

 
3. On DEP-4, why does the Company believe maintenance and support 

costs can be capitalized? Please list and quantify the maintenance and 
support costs listed in DEP-4 that are being requested. 

 
4. Regarding anything this project is replacing, please provide their useful 

lives, depreciation schedules, and state how long they have been in 
service. 

 
d. Cyber and Physical Security Program: 
 

1. On DEP-5, estimated in-service date is 1/31/2025 for CSA0306. The 
CSA0307 and CSA0308 in-service date is 12/31/2025. Please explain why 
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these dates are not within the MYRP and provide the correct dates, if 
available. 

 
2. On DEP-5, page 5 of 15, please explain what is meant by “Added $1M 

each year to pad outyears”. 
 

3. Regarding anything this project is replacing, please provide their useful 
lives, depreciation schedules, and state how long they have been in 
service. 

 
e. GIS Technology Rationalization: 
 

1. If the current systems have historically met operational needs, as stated in 
DEP-1T, why is it necessary and cost-effective to fund a new platform? 

 
2. Regarding anything this project is replacing, please provide their useful 

lives, depreciation schedules, and state how long they have been in 
service. 

 
3. Was complexity considered when implementing the current systems that 

have already been funded? If not, why? If so, why is it imperative to 
change systems now rather than not place them in service from the start? 

 
4. DEP-6 states that more analysis is needed to define overall strategy of the 

project. Please explain why this analysis was not done prior to requesting 
funding of the project. 

 
f. Day Ahead Market: 
 

1. Please provide the Company’s analysis demonstrating Markets+ improves 
reliability coordination and lowers overall production costs compared to 
the CAISO Energy Imbalance Market, as asserted in DEP-1T 36:3-6. 

 
2. Isn’t this project dependent on the BPA staying in Markets+? 

 
3. Can BPA still back out of joining Markets+? If so, how will that affect the 

Company’s decisions going forward and what is the plan for if that 
happens? 

 
4. Please provide final BPA confirmation letter stating that they are joining 

Markets+. 
 

5. When is BPA joining Markets+ and how long will they participate in it? 
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g. SAP S/4 HANA Migration: 
 

1. Regarding anything this project is replacing, please provide their useful 
lives, depreciation schedules, and state how long they have been in 
service. 

 
2. Please provide documentation of SAP’s announcement stating that the 

current ERP will not be supported in 2027. 
 

3. Please provide the Company’s cost comparison of the proposed system 
compared to extended maintenance of the current platform through 2030. 

 
4. Please provide documentation supporting the assertion in DEP-1T 39:16-

19 that SAP provides limited assurances regarding long-term functionality, 
security updates, or compatibility with other evolving critical technologies. 

 
5. Please provide documentation showing that SAP made it clear it’s not 

developing new functionality for legacy platforms, as asserted in DEP-1T 
39:20-22, and that the Company’s current platform is considered a legacy 
platform. 

 
6. Please provide analysis of all non-SAP alternatives. 

 
7. Please provide an update on the status of the system integrator RFP, 

including comparison of options if one was selected. If one has not been 
selected, please provide the update as soon as it becomes available. 

 
8. On DEP-8, what is the meaning and significance of the 2.5% internal labor 

escalation factor, and how was it determined and applied? 
 

9. Several sections of the CSA on DEP-8 page 1 are cutoff. Please provide 
the full version. 

 
10. Please provide the scoring analysis for each criteria of the four timeline 

scenarios evaluated on DEP-8 page 26. Please also provide the detailed 
methodology behind the weighing of each evaluation criteria. 

 
11. Please explicitly state which timeline scenario was selected.  

 
h. PSE 2030 Digital Experience: Regarding anything this project is replacing, 

please provide their useful lives, depreciation schedules, and state how long they 
have been in service. 
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i. Budget Planning Tool: 
 

1. Regarding anything this project is replacing, please provide their useful 
lives, depreciation schedules, and state how long they have been in 
service. 

 
2. Please provide documentation from the vendor supporting the assertion at 

DEP-1T 52:3-5 that the current application will be obsolete and no longer 
supported by the vendor in 2027. 

 
3. On DEP-11, what is the meaning and significance of the 2.5% internal 

labor escalation factor, and how was it determined and applied? 
 

4. On DEP-11 page 2, the Company stated “The current forecasting methods 
are inadequate”. Please explain all of these inadequacies in detail and 
how they have affected the current forecasts asserted in this GRC. 

 
5. On DEP-11 page 2, it states various “Current Challenges and Impacts”. 

Please provide explanations and examples of each bullet point listed from 
categories 1-4. 

 
6. Given the description on business need on DEP-11 page 2, how can the 

Company say it’s current MYRP forecasts in this GRC are reliable with 
issues such as “inaccuracy in predicting and planning capital 
expenditures” and other forecasting issues presented. 

 
7. How will the proposed budget planning tool improve accuracy and how will 

it save ratepayers more than the $23.5M projected cost? 
 

8. The anticipated award date was Q1 2026 per DEP-11 page 11. Has the 
project been awarded? If so, please provide the documentation of final 
agreed costs. If not, please provide this documentation as soon as 
awarded. 

 
9. Reference DEP-11 pages 16-17. Please explain why Oracle and Workday 

were not selected for demo despite receiving a higher total score than 
SAP America. 

 
10. Reference DEP-11 page 17. It states that seven reviewers scores were 

not properly captured. How many reviewers in total  evaluated these 
vendors, including the missing seven. Please explain how seven missing 
scores did not materially change the results. Please provide all reviewer 
scores and explain why any are not available. 
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11. Please explicitly state which vendor and service was ultimately selected. 
 
j. AI Innovation Program: 
 

1. Regarding anything this project is replacing, please provide their useful 
lives, depreciation schedules, and state how long they have been in 
service. 

 
2. On DEP-12, the estimated in-service date is 12/1/2026 for CSA0445. 

Please explain why this date is not within the MYRP and provide the 
correct date, if available. 

 
3. Reference DEP-12 page 2. Please explain what “competitive advantage” 

PSE needs given that it is a monopoly in its service area. 
 

4. Reference DEP-12 page 2. Please describe what assurances the 
Company can provide that its current proposal to “establish a centralized 
environment” won’t also become part of a fragmented approach in the 
future, given the rapid changes inherent in the AI industry. 

 
5. As stated in DEP-12 page 2, the Company’s current AI implementation 

efforts have resulted in “duplicate investments, inconsistent development 
standards, and missed opportunities”. It has also lead to “operational 
inefficiencies”. Shouldn’t ratepayers only pay for projects that are used 
and useful, having proven benefits rather than “sandbox environments”, as 
described on DEP-11 page 3? Why does the Company believe that 
experimental AI projects should be funded by ratepayers rather than 
investors?  

 
 
Response: 
 
a. The "Other Business Enablement Projects" line ($228,605,241 across 2027–

2029) and "Other Systems Modernization & Optimization Projects" line 
($79,980,591 across 2027–2029) on the Second Exhibit to the Prefiled Direct 
Testimony of Diane E. Perry, Exh. DEP-3, represent aggregated portfolios of 
multiple individual initiatives, not single discrete projects. The composition of 
these portfolios reflects the standard information technology (“IT”) planning 
approach for Puget Sound Energy (“PSE”) for managing the larger set of small-
to-medium business-driven and system-modernization projects that, individually, 
fall below the threshold for separate testimony coverage but, in the aggregate, 
are necessary to support PSE's IT operations and customer-facing capabilities. 
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Each capital project within these aggregated portfolios is governed by PSE's 
standard IT governance and capital approval process, as described on page 14, 
line 11, through page 15, line 10, of the Prefiled Direct Testimony of Diane E. 
Perry, Exh. DEP-1T. Specifically, projects above the applicable Corporate 
Spending Authorization (“CSA”) threshold are documented through the CSA 
process, which includes: 

 
• project description and business need; 

 
• strategic alignment and qualitative benefit identification; 

 
• quantitative benefit identification (where measurable and actionable 

benefits meet PSE's standard for assignment); 
 

• five-year financial allocation; 
 

• risk assessment; and 
 

• approval history through cost center owner, director sponsor, and 
executive sponsor sign-off, including Chief Information Officer (“CIO”) 
review for technology-related CSAs. 

 
Projects below the CSA documentation threshold are governed by PSE's IT 
Operational Program and IT department-level review processes, with 
documentation appropriate to each project's scope and cost. 

 
Comprehensive production of project descriptions, business need statements, 
cost-benefit analyses, alternatives evaluations, and cost-estimate support, 
including offsetting cost considerations, for every constituent initiative within the 
"Other Business Enablement Projects" and "Other Systems Modernization & 
Optimization Projects" portfolios would involve production of CSA documentation 
and supporting materials for several dozen individual projects across multiple 
PSE business and IT functions. PSE is prepared to produce this documentation 
but believes that scoped, prioritized production will be more useful to the 
requester than bulk production. Accordingly, PSE proposes the following 
approach: 

 
• PSE will produce a register identifying each constituent initiative within 

the "Other Business Enablement Projects" and "Other Systems 
Modernization & Optimization Projects" portfolios, including, for each 
initiative: project title, CSA identifier (where applicable), brief project 
description, fiscal-year cost allocation across the Multi-Year Rate Plan 
(“MYRP”) period, and project status. The register will allow WUTC Staff 
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to identify the specific initiatives for which more detailed documentation 
is desired. 

 
• Upon receipt of the register, WUTC Staff may identify specific 

initiatives for which detailed documentation (e.g., project description, 
business need, cost-benefit analysis, alternatives evaluation, and cost-
estimate support) is requested. 

 
• PSE notes that some of the activity within the aggregated portfolios 

(i.e., the lifecycle, refresh, and modernization activity that does not rise 
to a discrete CSA) is structurally addressed through the IT Operational 
Program (see pages 22-25 of the Prefiled Direct Testimony of Diane E. 
Perry, Exh. DEP-1T) and adjacent program-level governance. The 
program-level descriptions in the existing testimony are responsive to 
the request to the extent that the request seeks documentation of 
activities executed through these programs. 

 
b. PSE's standard practice for technology acquisitions is described on page 19, 

line 17, through page 20, line 9, of the Prefiled Direct Testimony of Diane E. 
Perry, Exh. DEP-1T. As stated there, technology acquisitions follow PSE's 
established contracting and procurement procedures, which are structured to 
deliver best value for customers; competitive solicitation processes are used 
whenever practicable; and procurements are overseen by IT management with 
governance-committee and CIO review based on scope and cost. PSE's 
procurement system incorporates approval thresholds that escalate larger 
expenditures for additional executive review, and PSE engages specialized third-
party advisors for market benchmarking, pricing intelligence, and negotiation 
support. 

 
The status of competitive solicitation for each of the major IT projects identified 
on the Second Exhibit to the Prefiled Direct Testimony of Diane E. Perry, 
Exh. DEP-3, is set forth below. PSE notes that the form of competitive solicitation 
varies by project type and lifecycle stage: 
 

• for completed projects, RFP documentation is available and on 
the record; 

 
• for in-progress projects, the RFP may be in development or in 

execution; 
 

• for programmatic and lifecycle-management efforts, 
procurement occurs iteratively through multiple individual 
solicitations or under existing master agreements rather than 
through a single discrete RFP. 
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Table 1. Major Business Enablement Projects  

Project Competitive Solicitation Status Documentation 

Budget Planning 
Tool 

RFP completed; six vendors evaluated; vendor 
(Anaplan) selected and contract executed 
February 25, 2026 

Exh. DEP-11 (RFP timeline at 
page 11; vendor list at page 16; 
written-response evaluation scores 
at page 17; demo evaluation 
scores at page 18; final 
recommendation at page 28) 

Day Ahead 
Market 

The day-ahead market construct selection (SPP 
Markets+ vs. CAISO EDAM) was conducted as a 
comparative analysis, as discussed in the 
Prefiled Direct Testimony of Phillip A. Haines, 
Exh. PAH-1CT. The IT system integrator and 
component-level procurements for the Markets+ 
implementation are in development 

Exh. DEP-7 pages 8–13 (Markets+ 
vs. EDAM comparison); Exh. PAH-
1CT (comprehensive market 
analysis) 

Digital Workplace 
Transformation 
Program 

Multi-component program with individual 
component procurements; status varies by 
component 

Exh. DEP-9 (component-level 
project descriptions) 

GIS Technology 
Rationalization 

Multiple component RFPs (e.g., Tacoma 
replacement, Tensing replacement, Mobile 
Mapping); RFP processes documented in CSA 
materials 

Exh. DEP-6 (RFP timelines and 
vendor evaluations) 

PSE 2030 Digital 
Experience 

Program executes primarily through 
enhancement of existing PSE digital platforms 
(myPSE app, PSE.com); component-level 
procurements occur as specific deliverables are 
scoped 

Exh. DEP-10 (program description 
and component scoping) 

AI Innovation 
Program 

Programmatic effort with iterative procurement of 
capabilities through PSE's standard procurement 
processes; no single discrete RFP for the 
program as a whole 

Exh. DEP-12 (program description) 

 

Table 2. Major Systems Modernization & Optimization Projects  
Project Competitive Solicitation Status Documentation 

SAP S/4 HANA 
Migration 

(i) Deployment-platform selection (RISE PCE vs. NS2 
RISE vs. AWS) completed via comparative analysis; 
(ii) System Integrator RFP in development, with 
development targeted for completion March 31, 2026 
and SI selection targeted for September 30, 2026 

Exh. DEP-8 (deployment-
platform comparison at 
pages 19-22; System 
Integrator RFP timeline at 
page 36) 

IT Operational 
Program 

Ongoing lifecycle and refresh program; procurements 
occur iteratively under multiple individual solicitations 
and master agreements as lifecycle needs are identified 

Exh. DEP-1T pages 22–25 
(program description) 
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Table 2. Major Systems Modernization & Optimization Projects  
Project Competitive Solicitation Status Documentation 

Cyber and 
Physical 
Security 
Program 

Multi-component program with individual component 
procurements (platform purchases, services, lifecycle 
replacements); status varies by component 

Exh. DEP-1T pages 27–32 
(program description) 

 
The "Other Business Enablement Projects" ($228.6 million) and "Other Systems 
Modernization & Optimization Projects" ($80.0 million) line items on the second 
Exhibit to the Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-3, are 
aggregated portfolios of multiple smaller initiatives,  each subject to PSE's 
standard procurement and governance practices described on page 19, line 17, 
through page 20, line 9, of the Prefiled Direct Testimony of Diane E. Perry, 
Exh. DEP-1T. Competitive solicitation documentation for the constituent 
initiatives within these aggregated portfolios is maintained in PSE's procurement 
records but is not consolidated into a single document set. PSE can produce 
competitive solicitation documentation for specific identified initiatives within 
these portfolios upon request; however, comprehensive production of competitive 
solicitation documentation for every constituent initiative in these aggregated 
portfolios (representing several hundred million dollars of mixed lifecycle, refresh, 
and small-to-medium project activity) would require substantial additional effort. 
PSE respectfully requests clarification regarding the specific initiatives within 
these portfolios for which competitive solicitation documentation is sought. 

 
c. IT Operational Program: 
 

1. The in-service dates shown in the Third Exhibit to the Prefiled Direct 
Testimony of Diane E. Perry, Exh. DEP-4, for CSA0234, CSA0235, 
CSA0236, and CSA0238 are placeholder values, not the actual expected 
in-service dates of the underlying work. As stated on page 23, line 27, 
through page 24, line 2, of the Prefiled Direct Testimony of Diane E. Perry, 
Exh. DEP-1T, each of these CSAs funds PSE's IT Operational Program, 
which operates on an annual planning and execution cycle: lifecycle 
upgrades, system refreshes, compliance updates, and operational backlog 
items are authorized, completed, and placed in service within the same 
fiscal year: 

 
The IT Operational Program operates on a continuous annual 
planning cycle. Each year, IT leadership identifies required 
lifecycle upgrades, refresh schedules, compliance 
obligations, and operational backlog items for funding in the 
upcoming year. Most funded work is completed and placed 
into service within the same year it is authorized, ensuring 
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systems remain current and supported without accumulating 
deferred maintenance risk." 

 
Within PSE's CSA framework, these are designated "annual in-service" 
items. Because each of these CSAs funds work completed within its 
authorization year, the work funded through CSA0234, CSA0235, 
CSA0236, and CSA0238 is placed in service within such authorization 
year during the MYRP period.  

 
2. The 5% escalation factor applied to out-year costs reflects a forward-

looking estimate of annual cost growth for IT software licensing, 
subscription, and support renewals. The factor was suggested by 
Accenture/ClearEdge, PSE's IT category procurement advisor, based on 
its proprietary benchmarking of software and SaaS renewal pricing trends 
across its utility and enterprise client base. ClearEdge specializes in IT 
spend and software asset management and maintains a database of 
negotiated renewal outcomes that informs the recommended escalation 
assumption. 

 
PSE notes that although certain CSAs in the Third Exhibit to the Prefiled 
Direct Testimony of Diane E. Perry, Exh. DEP-4, reference this factor as 
"Consumer Price Index (CPI)," the 5% figure is more accurately 
characterized as an IT-specific renewal cost escalator rather than the 
general CPI-U published by the U.S. Bureau of Labor Statistics. Headline 
CPI has historically run materially below the inflation rate observed in 
enterprise software licensing and SaaS renewals, where annual increases 
of 5% or more are common in vendor renewal terms. 

 
3. The Opex-to-Capex initiative reflected in the Third Exhibit to the Prefiled 

Direct Testimony of Diane E. Perry, Exh. DEP-4, capitalizes specified 
costs associated with PSE's cloud computing and software hosting 
arrangements, consistent with the Federal Energy Regulatory 
Commission's (“FERC”) Accounting Guidance for Public Utilities, 
Licensees, Natural Gas Companies, Oil Pipeline Companies, and 
Centralized Service Companies on Accounting for Cloud Computing 
Arrangements, Docket No AI20-1-000 (Aug. 2020).1 FERC Docket AI20-1 
permits capitalization of implementation costs incurred in a hosting 
arrangement that is a service contract, including costs to develop or 
acquire internal-use software, configuration and customization costs, and 
certain integration costs, when those costs meet the criteria set forth in the 
guidance. Routine post-implementation maintenance, training, and 

 
1 Available at https://elibrary.ferc.gov/eLibrary/filedownload?fileid=02059B0B-66E2-5005-8110-

C31FAFC91712. 
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ongoing user support are not capitalized and are expensed as incurred. 
The increase in capital additions reflected in the Third Exhibit to the 
Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-4, relative to prior 
forecasts is attributable to a larger number of PSE's cloud arrangements 
being identified, after detailed contract-by-contract review, as containing 
capitalizable implementation cost components meeting the criteria of 
Docket AI20-1 or the restructuring of certain agreements to separately 
identify capitalizable implementation work from ongoing service fees / etc. 
It does not reflect a change in the underlying accounting treatment of 
recurring maintenance or support, which continue to be expensed. 

 
4. The IT Operational Program is structurally different from a project that 

replaces a single named technology asset. As described on pages 22-25 
of the Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-1T, the IT 
Operational Program is "an ongoing initiative designed to sustain, refresh, 
and support critical information technology infrastructure and applications" 
(see page 22, lines 14-15). The program's continuous purpose is to 
replace aging IT assets as they reach the end of useful life or the end of 
vendor support, on a lifecycle-driven basis, not to replace a single named 
system. 

 
The IT Operational Program addresses, on a continuous annual planning 
cycle, the lifecycle replacement and refresh of a substantial IT asset base 
(pages 23-25 of the Prefiled Direct Testimony of Diane E. Perry, 
Exh. DEP-1T), including:\ 

 
• approximately 450 production applications requiring lifecycle 

upgrades, patching, and required enhancements; 
 

• approximately 287 physical servers supporting more than 2,446 
virtual servers and 2,189 virtual desktops; 

 
• storage systems holding approximately 4.4 petabytes of data; 

 
• end-user devices (laptops and similar; aggregate of 

approximately 2,700 server-and-related assets across hardware 
categories); 

 
• telecommunications infrastructure including telephones, radio 

and microwave systems, fiber optic networks, towers, and 
SCADA communications; 
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• cloud and SaaS platforms including ServiceNow, Microsoft 365 
(corporate email and collaboration), and other broadly deployed 
enterprise platforms; and 

 
• software licensing, maintenance, and vendor support 

agreements capitalized in accordance with FERC capitalization 
guidelines. 

 
The program operates on a continuous annual planning cycle, with most funded 
work completed and placed into service within the same year it is authorized (see 
page 23, line 27, through page 24, line 2, of the Prefiled Direct Testimony of 
Diane E. Perry, Exh. DEP-1T). Asset replacements occur as individual lifecycle 
events throughout the year as specific assets reach the end of their useful life or 
vendor support. 

 
Because the IT Operational Program addresses many thousands of individual 
asset replacements across multiple asset categories, useful-life and amortization 
treatment is not driven by a single replacement event but by the FERC account in 
which each asset category is recorded. The applicable useful lives and 
amortization periods are presented in the 2025 Depreciation Study sponsored as 
the Second Exhibit to the Prefiled Direct Testimony of Ned W. Allis, Exh. NWA-3, 
and summarized below for the principal asset categories addressed by the 
program: 

 
Table 3. Useful Lives and Amortization Periods for Assets in the IT Operational Program 

Asset Category Principal FERC Account Amortization Period 

End-user devices (laptops, etc.) 391.20 – Office Furniture and 
Equipment – Computers 5 years 

Computer hardware (servers, 
network, data center) 

397.10 – Computer Hardware – 
General 5 years 

Computer software (3-year life) 397.21 – Computer Software – 
3 years 3 years 

Computer software (5-year life) 397.22 – Computer Software – 
5 Years 5 years 

Computer software (10-year life) 397.23 – Computer Software – 
10 Years 10 years 

Communication equipment 
(telecom, radio, microwave, fiber) 397.00 / functional sub-accounts 15 years 

Capitalized cloud / SaaS / large 
application platforms 

Account 303 – Miscellaneous 
Intangible Plant 

Per PSE regulatory accounting 
practice (Account 303 is outside 
the scope of Exh. NWA-3) 
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The amortization treatment for each individual replacement event under the IT 
Operational Program follows the FERC account assignment of the replaced 
asset, as described in PSE's continuing property records and consistent with the 
depreciation framework presented on pages 52-53 of the Second Exhibit to the 
Prefiled Direct Testimony of Ned W. Allis, Exh. NWA-3. 

 
The in-service date and remaining net book value of each individual asset retired 
or replaced under the IT Operational Program is maintained in PSE's continuing 
property records by FERC account and asset identifier. Because the program 
addresses many thousands of individual asset events each year, asset-level in-
service-date information is not consolidated at the program level. PSE's standard 
practice for capital project replacements is to retire assets consistent with their 
remaining net book value at the time of replacement, in accordance with PSE's 
regulatory accounting practices for the retirement of plant. 

 
For additional context regarding PSE's general depreciation and amortization 
framework for IT plant, please see the Second Exhibit to the Prefiled Direct 
Testimony of Ned W. Allis, Exh. NWA-3. 

 
d. Cyber and Physical Security Program: 
 

1. The in-service dates shown in the Fourth Exhibit to the Prefiled Direct 
Testimony of Diane E. Perry, Exh. DEP-5, for CSA0306, CSA0307, and 
CSA0308, are placeholder values, not the actual expected in-service 
dates of the underlying work. Each of these CSAs operates on an annual 
planning and execution cycle: lifecycle upgrades, system refreshes, 
compliance updates, and operational backlog items are authorized, 
completed, and placed in service within the same fiscal year. Please see 
the response to subpart c.1. above. 

 
2. The phrase "Added $1M each year to pad outyears" appears in the 

planning notes accompanying CSA0306: Cybersecurity Roadmap on 
page 5 of the Fourth Exhibit to the Prefiled Direct Testimony of Diane E. 
Perry, Exh. DEP-5. The word "pad" was used informally by the author of 
the CSA and is not an accurate description of the amount. PSE does not 
use the term in any formal accounting, budgeting, or ratemaking sense, 
and the use of that word in the planning notes was not intended to suggest 
that the amount lacks a substantive basis.  

 
The $1 million per year reflected in the CSA's outyears is a contingency 
provision. It is intended to accommodate reasonably foreseeable but not 
yet specified future cybersecurity needs, including the evolving threat 
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landscape, anticipated regulatory developments, and labor and software 
cost escalation.  

 
3. The Cyber and Physical Security Program is a continuous, ongoing 

program rather than a single-replacement project. As described on 
pages 27-32 of the Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-
1T, the program "is an ongoing body of work that identifies, prioritizes, and 
implements security enhancements on a rolling basis" (page 26, lines 12-
14, of the Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-1T). The 
program includes a mix of (i) replacement of legacy security infrastructure 
that is reaching end of life or end of vendor support, (ii) modernization of 
existing security platforms, and (iii) deployment of new security capabilities 
required to address evolving cyber and physical threat conditions. The 
"what is being replaced" framing applies cleanly only to the first of these 
three categories. 

 
The principal replacement-oriented activity within the program is identified 
on page 30, lines 14-17, of the Prefiled Direct Testimony of Diane E. 
Perry, Exh. DEP-1T (Security Infrastructure Modernization: "Replacing 
legacy perimeter defenses with intelligence-driven platforms capable of 
protecting highly distributed and digitized energy systems") and at Exh. 
DEP-1T 31:1-2 (Modernization of access control, surveillance, and 
security management platforms). Replacement activity also includes 
lifecycle replacement of cybersecurity hardware, software, and physical 
security infrastructure as those assets reach the end of useful life, vendor 
support, or compliance currency. 

 
A substantial portion of the program consists of enhancing existing 
capabilities or deploying new capabilities, rather than replacement. These 
components, identified on page 29, line 6, through page 31, line 5, of the 
Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-1T, include: 

 
• Identity and Access Management (IAM) Enhancements, 

which will modernize authentication and authorization 
systems with dynamic, risk-based access controls; 

 
• Secure Access Service Edge (SASE) Deployment, which 

will transition toward cloud-native security architectures; 
 

• Zero Trust Architecture Implementation, which will 
establish continuous verification models for users and 
devices; 
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• Advanced Threat Detection and Response, which will 
expand monitoring and incident response capabilities; 

 
• Process Automation and Optimization, which will 

automate cybersecurity operations; 
 

• Data Loss Prevention, which will protect sensitive 
operational, engineering, and customer data; 

 
• Enhanced perimeter protections, which will provide 

fencing, intrusion detection, and radar technologies. 
 

These components either deliver new capabilities not previously provided 
by PSE's security environment or substantially expand the scope of 
existing capabilities. They do not retire identifiable predecessor assets in a 
one-for-one replacement structure. 

 
Because the Cyber and Physical Security Program comprises a portfolio 
of replacement, modernization, and new-capability activity across multiple 
asset types, useful-life and amortization treatment is determined at the 
FERC account level rather than at the program level. The applicable 
amortization periods for the principal asset categories addressed by the 
program, as set forth in the 2025 Depreciation Study provided as the 
Second Exhibit to the Prefiled Direct Testimony of Ned W. Allis, 
Exh. NWA-3, are summarized below: 

 
Table 4. Applicable Amortization Periods for 

Cyber and Physical Security Program Components 

Asset Category Principal FERC Account Amortization Period 

Cybersecurity computer hardware 
(firewalls, security appliances, 
monitoring infrastructure) 

397.10 – Computer 
Hardware – General 

5 years 

Cybersecurity software and 
platforms 

397.21 / 397.22 / 397.23 – 
Computer Software 

3 / 5 / 10 years 

Communication equipment 
supporting security operations 

397.00 – Communication 
Equipment – General 

15 years 

Access control, surveillance, and 
security management platforms 
(capitalized hardware) 

397.10 / 391.20 (as 
applicable) 

5 years 

Capitalized cybersecurity application 
platforms (large enterprise 
platforms) 

303 – Miscellaneous 
Intangible Plant 

Per PSE regulatory accounting 
practice (Account 303 is outside 

the scope of Exh. NWA-3) 
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Table 4. Applicable Amortization Periods for 
Cyber and Physical Security Program Components 

Asset Category Principal FERC Account Amortization Period 

Physical security infrastructure 
(fencing, perimeter protection, 
access barriers) 

Various physical-plant 
accounts as applicable to 

the asset type 

Per Exh. NWA-3 schedules 
for the applicable account 

 
The amortization treatment for each individual replacement event under 
the program follows the FERC account assignment of the replaced asset, 
as described in PSE's continuing property records and consistent with the 
depreciation framework presented on pages 52-53 of the Second Exhibit 
to the Prefiled Direct Testimony of Ned W. Allis, Exh. NWA-3. 

 
Because the program addresses many individual asset events on a rolling 
basis, with most work placed in service in the year funded, except certain 
infrastructure-related projects such as security fencing upgrades that 
typically span two years due to construction timelines (see page 28, 
lines 7-10, of the Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-
1T), asset-level in-service-date information is not consolidated at the 
program level. Replacements are made consistent with PSE's standard 
regulatory accounting practices for the retirement of plant. 

 
e. GIS Technology Rationalization: 
 

1. Although the current GIS platform has historically supported PSE's core 
mapping and asset-location operational needs, the GIS Technology 
Rationalization Project is necessary because the operational requirements 
PSE's GIS environment must now support have expanded materially 
beyond what the current platform was designed to deliver, and because 
key components of that platform are reaching vendor end-of-life within the 
MYRP period. 

 
The cost-effectiveness of the GIS Rationalization Project is established 
through PSE's standard CSA evaluation process, which, as described on 
page 28, lines 8-10, of the Prefiled Direct Testimony of Diane E. Perry, 
Exh. DEP-1T, incorporates a total cost of ownership analysis at all key 
decision points. The cost-effectiveness determination for this Project rests 
on the following factors, which are documented in the Fifth Exhibit to the 
Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-6: 

 
• Vendor and Market Direction. PSE's current GIS 

environment is supported by vendors and products that 
are at or approaching the end of meaningful investment. 
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As reflected on page 19 of the Fifth Exhibit to the Prefiled 
Direct Testimony of Diane E. Perry, Exh. DEP-6, GE is 
not heavily investing in its Smallworld GIS product (its 
development focus has shifted to GridOS/DERMS), and 
Tensing (the offline field viewer component of PSE's 
current environment) is described as "defunct." 
Continuing to operate on these platforms would require 
PSE to fund increasingly expensive workarounds and 
custom integrations to maintain functionality that is 
becoming standard in modern GIS platforms. 

 
• Vendor Evaluation. PSE conducted a structured 

evaluation of the two principal alternatives: (i) continuing 
on GE Smallworld and (ii) migrating to ESRI's ArcGIS 
Enterprise on the Utility Network ("ESRI-UN") data 
model. The evaluation, summarized on page 18 of the 
Fifth Exhibit to the Prefiled Direct Testimony of Diane E. 
Perry, Exh. DEP-6, scored each platform across ten 
categories (System of Record, Editing Tools, Third-Party 
Products, Analytics, Field Capture, Field Viewing, 
Product Investment, Integrations, Employee Market, and 
Consulting Market). ESRI-UN scored 24 of 30, and GE 
Smallworld scored 16 of 30. 

 
• Peer utility validation. As reflected on page 18 of the 

Fifth Exhibit to the Prefiled Direct Testimony of Diane E. 
Perry, Exh. DEP-6, PSE's evaluation confirmed that the 
utility industry is consolidating on ESRI-UN. Washington 
Gas is migrating from Smallworld to ESRI-UN; Seattle 
City Light has moved to ESRI-UN; and Duke is piloting 
ESRI-UN. PSE is not aware of any peer utility moving in 
the opposite direction. Aligning with the prevailing 
industry direction reduces PSE's long-term costs for 
access to qualified consulting talent, third-party 
integrations, and vendor-ongoing platform investment, 
each of which is reflected in the "Employee Market" and 
"Consulting Market" categories of the vendor scorecard 
described above. 

 
• Architectural Consolidation. As described on pages 13  

of the Fifth Exhibit to the Prefiled Direct Testimony of 
Diane E. Perry, Exh. DEP-6, PSE's current enterprise 
GIS environment is supported by four primary 
applications (Smallworld, ESRI, FME, and Tensing), 
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together with no fewer than seven additional ancillary 
applications that consume, view, or edit spatial data 
(Google Earth Pro, IQGeo, LoadSeer, Delorme Topo 
USA, MicroStation, AutoCAD, and Landis+Gyr). The 
Project consolidates these onto a single ESRI-UN 
platform, which reduces duplicative licensing, support, 
and integration costs; reduces the number of ETLs (data 
movement processes between systems); reduces vendor 
management overhead; and leverages PSE's existing 
AWS cloud infrastructure rather than requiring 
incremental hosting investment. These TCO reduction 
levers are identified in the Qualitative Benefits Details on 
page 1  of the Fifth Exhibit to the Prefiled Direct 
Testimony of Diane E. Perry, Exh. DEP-6. 

 
• Architectural Design Principles. The Project applies a 

"clean core" design approach (see page 35, lines 3-7, of 
the Prefiled Direct Testimony of Diane E. Perry, 
Exh. DEP-1T), which minimizes custom development, 
maximizes use of out-of-the-box platform capabilities, 
and reduces technical debt. Each of these reduces the 
long-run cost of upgrades and ongoing support relative to 
the current heavily customized multi-platform 
environment. 

 
• Cost in context. The estimated $17 million cost of the 

GIS Rationalization Project should be evaluated in the 
context of PSE's broader GIS-dependent capital portfolio. 
As reflected on page 19 of the Fifth Exhibit to the Prefiled 
Direct Testimony of Diane E. Perry, Exh. DEP-6, PSE 
has identified approximately $32 million of in-flight and 
near-term capital projects that depend on PSE's GIS 
environment. Without rationalization, each of those 
projects bears the cost and risk of integrating with PSE's 
fragmented current-state architecture; with 
rationalization, those investments are made against a 
single, consolidated platform. 

 
Taken together, these factors support PSE's determination that the GIS 
Rationalization Project is the cost-effective path forward compared to 
continuing to operate, integrate, and extend PSE's current multi-platform 
GIS environment. 
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2. The GIS Rationalization Project consolidates PSE's three primary 
geographic information system applications into a single, next-generation 
enterprise GIS platform, as described on pages 32-35 of the Prefiled 
Direct Testimony of Diane E. Perry, Exh. DEP-1T. Information regarding 
their useful lives, amortization treatment, and in-service status is set forth 
below. 

 
Table 5. Applications Replaced by the GIS Rationalization Project 

System Function 
Approximate 

In-Service Date 
GE Smallworld Electric and gas spatial-asset system of record 2011/2012 

ESRI ArcGIS Geospatial analytics and mapping platform 2011/2012 

Tensing Mobile GIS Field mobility and real-time field access 2013/2014 
 

The in-service dates above represent the approximate initial capitalization 
of each application at PSE. Each platform has subsequently received 
multiple capitalized investments over its life, including version upgrades, 
license renewals capitalized under FERC guidelines, integration buildouts, 
and functional extensions, each placed in service in their respective years. 
Accordingly, each of the three applications is, in practice, a multi-vintage 
capitalized portfolio rather than a single capitalization at a single in-service 
date. 

 
PSE's three GIS applications are capitalized as software platforms and are 
recorded in FERC Account 303 – Miscellaneous Intangible Plant / FERC 
Account 397.23 – Computer Software – 10 Years. The applicable 
amortization period for these applications is 10 years, with straight-line 
amortization at an annual rate of approximately 10.00 percent. 

 
Based on the approximate in-service dates above: 

 
• GE Smallworld was in service for 

approximately 14-15 years; 
 

• ESRI ArcGIS was in service for approximately 
14-15 years; and 

 
• Tensing Mobile GIS was in service for 

approximately 12-13 years. 
 

Because the original capitalizations of GE Smallworld and ESRI ArcGIS 
exceed the 10-year amortization period applicable to these assets, the 
original capitalized investments for those platforms are expected to be 
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substantially or fully amortized as of the end of the rate-effective date in 
this proceeding. Subsequent capitalized investments in each platform, 
however, follow the same 10-year amortization period from their 
respective in-service dates, so subsequent vintages may carry remaining 
unamortized balances. 

 
As described on page 33, lines 19-24, of the Prefiled Direct Testimony of 
Diane E. Perry, Exh. DEP-1T, the GIS Rationalization Project's planning 
and architectural evaluation began in 2024, with most implementation 
work, including system configuration, data migration, interface integration, 
and user transition, scheduled over the MYRP period. The three legacy 
GIS applications will be retired progressively as the functional scope 
migrates to the consolidated enterprise GIS platform. The unamortized 
balance of any subsequent-vintage capitalized investment remaining at 
the time individual GIS applications or components are retired will be 
addressed in accordance with PSE's regulatory accounting practices for 
the retirement of intangible plant assets. 

 
3. Yes, PSE evaluated complexity and integration considerations at the time 

it made the decisions to deploy the systems that comprise its current 
enterprise GIS environment. As described on page 32, lines 20-22, of the 
Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-1T, the current 
systems "have historically met operational needs," reflecting that each 
component was selected and deployed to address the specific business 
and operational requirements then in effect, and that the resulting 
architecture was reasonable in light of the information, vendor capabilities, 
and operational requirements that existed at the time of each decision. 
The need to rationalize the GIS environment now reflects a combination of 
changes that have emerged since those original decisions were made 
years ago, several of which were not reasonably foreseeable at the time: 

 
• Vendor and Industry Direction Has Shifted. As 

reflected on page 19 of the Fifth Exhibit to the Prefiled 
Direct Testimony of Diane E. Perry, Exh. DEP-6, GE has 
redirected its investment focus away from Smallworld 
toward GridOS/DERMS; Tensing has effectively ceased 
active development and is described in the record as 
"defunct"; and the utility industry has converged on 
ESRI's Utility Network data model as the emerging 
standard, with peer utilities including Washington Gas, 
Seattle City Light, and Duke migrating in that direction 
(see page 18 of the Fifth Exhibit to the Prefiled Direct 
Testimony of Diane E. Perry, Exh. DEP-6). These 
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vendor-roadmap and industry-direction changes were not 
predictable when PSE deployed the current platforms. 

 
• Operational Requirements Have Expanded Materially. 

PSE's GIS environment is now relied upon to support use 
cases that did not exist or were not material when the 
current systems were deployed, including wildfire 
mitigation, distributed energy resource integration, grid 
modernization, electrification load forecasting, and 
energy-equity analyses tied to the Clean Energy 
Transformation Act and named-community planning. As 
described on page 14 of the Fifth Exhibit to the Prefiled 
Direct Testimony of Diane E. Perry, Exh. DEP-6, PSE 
has identified instances in which projects funded under 
Grid Mod, PSE 2030, and DEI initiatives "didn't identify 
GIS needs during scoping/estimation," which reflects the 
fact that the current architecture is increasingly being 
asked to support work it was not originally designed to 
support. 

 
• The Cumulative Effect of Incremental Additions Has 

Changed the Cost-Benefit Calculus. Each individual 
system in the current environment was deployed to 
address a specific need at a specific time. Considered 
individually, each decision was reasonable. Considered 
cumulatively, after adding seven ancillary applications 
and the integration burden associated with each, the 
marginal cost of continuing to extend the current 
architecture has risen to the point that consolidation onto 
a single, modern platform is now the cost-effective path 
forward. This is the conclusion supported by the vendor 
evaluation summarized on page 18 of the Fifth Exhibit to 
the Prefiled Direct Testimony of Diane E. Perry, 
Exh. DEP-6 (ESRI-UN scoring 24 of 30 versus 16 of 30 
for the incumbent). 

 
The GIS Technology Rationalization Project does not reflect a 
determination that the original deployment decisions were imprudent. It 
reflects a determination that the conditions that made those decisions 
reasonable (a stable vendor roadmap, a narrower set of operational 
requirements, and a smaller integration footprint) have changed in ways 
that now warrant consolidation. The systems that comprise the current 
environment will continue to deliver value through the transition period and 
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will be retired in an orderly manner as the consolidated platform is brought 
into service. 

 
4. The reference on page 3 of the Fifth Exhibit to the Prefiled Direct 

Testimony of Diane E. Perry, Exh. DEP-6, to additional analysis needed 
"to define the overall strategy," relates to detailed implementation 
planning, including workstream sequencing, data migration approach, and 
integration scope, rather than to the foundational strategic decisions 
underlying the GIS Technology Rationalization Project, which were made 
and documented before funding was requested. Specifically, the following 
strategic determinations were complete at the time of the CSA 
submission: 

 
• Target Architecture. PSE determined that consolidation 

onto a single enterprise GIS platform was the appropriate 
path, replacing the current four-platform environment 
(Smallworld, ESRI, FME, and Tensing) plus seven 
ancillary applications. Please see page 3 of the Fifth 
Exhibit to the Prefiled Direct Testimony of Diane E. Perry, 
Exh. DEP-6. 

 
• Vendor Selection. PSE conducted a structured vendor 

evaluation, summarized on page 18  of the Fifth Exhibit 
to the Prefiled Direct Testimony of Diane E. Perry, 
Exh. DEP-6, comparing ESRI-UN to GE Smallworld 
across ten categories. ESRI-UN scored 24 of 30; 
Smallworld scored 16 of 30. PSE selected ESRI's ArcGIS 
Enterprise on the Utility Network data model as the target 
platform. This determination is documented on page 3 of 
the Fifth Exhibit to the Prefiled Direct Testimony of 
Diane E. Perry, Exh. DEP-6. 

 
• Industry Alignment. PSE confirmed, through peer-utility 

outreach (Washington Gas, Seattle City Light, Duke) and 
vendor-roadmap analysis, that the selected approach 
aligns with prevailing utility industry direction and each 
vendor's investment trajectory. See pages 18-19 of the 
Fifth Exhibit to the Prefiled Direct Testimony of Diane E. 
Perry, Exh. DEP-6. 

 
The "additional analysis" referenced in the CSA relates to the detailed 
implementation work that follows from these foundational decisions, 
including the specific sequencing of data migration, the design of 
automated synchronization between Smallworld and ESRI-UN during 
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transition, the order in which third-party ancillary applications are migrated, 
and the integration approach for downstream systems such as Synergi, 
ADMS, and SAP. This level of detail is appropriately developed during the 
planning and design phases of a multi-year program, after foundational 
direction is established and as detailed requirements are confirmed. 
 
This staged approach is reflected in the CSA's funding profile and timeline 
(see page 20 of the Fifth Exhibit to the Prefiled Direct Testimony of Diane 
E. Perry, Exh. DEP-6). The 2026 allocation of approximately $2.8 million 
funds preparatory architectural and design work, with the larger execution-
phase allocations occurring in 2027 ($9.4 million) and 2028 ($6.2 million) 
as detailed implementation plans are finalized and migration work 
proceeds. Funding the foundational and design work in 2026 is a 
prerequisite to developing the detailed implementation strategy that the 
CSA notes needs further analysis. Deferring funding until that detailed 
analysis is complete would, in effect, prevent the analysis itself from being 
performed. 
 
Influences from related programs, including Grid Modernization and 
Distributed Energy Resources integration, affect the tactical sequencing of 
GIS workstreams during execution but do not change the foundational 
strategic determinations described above. 

 
f. Day Ahead Market: 
 

1. Please see the Prefiled Direct Testimony of Phillip A. Haines, Exh. PAH-
1CT, and the supporting exhibits and work papers thereto, for the analysis 
of reliability coordination and production-cost benefits associated with day-
ahead market participation. 

 
For clarity regarding the specific assertion referenced in this request, 
page 35, lines 16-18, of the Prefiled Direct Testimony of Diane E. Perry, 
Exh. DEP-1T, reads as follows: "Comprehensive analysis demonstrates 
that participation in a day-ahead wholesale market improves reliability 
coordination and lowers overall production costs compared to continuing 
business-as-usual operations." (Italics added.) The comparison set forth in 
that sentence is between (i) participation in an organized day-ahead 
market and (ii) continuing bilateral, provider-to-provider scheduling without 
a centralized day-ahead market construct. It is not a head-to-head 
comparison of Markets+ against the CAISO Energy Imbalance Market. 
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Two product-level points support the framing in the testimony: 
 

• The CAISO Energy Imbalance Market (EIM) is a real-
time imbalance market, not a day-ahead market. PSE's 
current participation in the CAISO EIM addresses a 
different time horizon (real-time imbalance dispatch) than 
the day-ahead unit-commitment-and-scheduling functions 
that the Day-Ahead Market Project is intended to support. 
A direct one-for-one comparison of Markets+ against the 
CAISO EIM is therefore not the appropriate comparison 
frame for evaluating day-ahead market benefits. 

 
• The relevant head-to-head comparison among day-

ahead market alternatives for utilities in PSE's region is 
between SPP Markets+ and the CAISO Extended Day-
Ahead Market (EDAM), the two organized day-ahead 
market constructs available to Pacific Northwest 
balancing authorities. Please see the Prefiled Direct 
Testimony of Phillip A. Haines, Exh. PAH-1CT, and the 
supporting exhibits and work papers thereto, for PSE's 
evaluation of those two alternatives. 

 
2. The success of the Day-Ahead Market Project, as currently scoped, is 

dependent on the successful launch and continued operation of SPP 
Markets+, which in turn depends on the continued participation of its 
committed funding and participating entities. The Bonneville Power 
Administration (“BPA”) is one such entity. PSE acknowledges that BPA's 
continued participation in Markets+ is a relevant factor in the project, 
alongside that of the other committed Markets+ entities. 

 
PSE identified the risk that BPA might select a day-ahead market 
construct other than Markets+ in PSE's planning materials, and PSE's 
recommendation was expressly conditioned on BPA's then-pending final 
decision. BPA issued its Final Day-Ahead Market Policy on May 9, 2025, 
formally selecting SPP Markets+ as its preferred day-ahead market and 
authorizing the agency to pursue participation. BPA executed its Phase 2 
funding agreement with SPP, and BPA is a committed funding entity. With 
BPA's final policy in place since May 2025, the threshold BPA-decision 
risk identified in PSE's planning materials has been resolved. 

 
Markets+ is supported by a broad coalition of Western entities, not solely 
by BPA. Phase 2 funding entities include Powerex, BPA, Public Utility 
District No. 1 of Chelan County, Public Utility District No. 2 of Grant 
County, Arizona Public Services, Salt River Project, Tacoma Power, 
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Tucson Electric Power, and Public Service Company of Colorado. 
Collectively, these entities represent over 250 million MWh of load across 
the Desert Southwest, Pacific Northwest, and Mountain West. The breadth 
of regional commitment, the FERC-approved tariff (January 2025), and the 
secured Phase 2 implementation funding mean that Markets+ is not 
dependent on any single committed entity, including BPA, to proceed to 
the planned 2027 go-live. 

 
PSE recognizes that the eventual operational success of Markets+ 
depends on the continued participation of all committed entities throughout 
the implementation and operational phases, and that a material withdrawal 
by any large committed entity, including BPA, would require re-evaluation 
of the project's scope and approach. PSE has no current basis to 
anticipate any such withdrawal. In the hypothetical event of a material 
change in committed-participant status, PSE would evaluate the 
implications and report any resulting changes in scope, schedule, or cost 
through the regulatory and governance channels applicable to the Day-
Ahead Market Project, consistent with PSE's standard practice for major 
IT initiatives. The contingency planning approach is consistent with the 
risk-evaluation language on pages 7 and 24 of the Sixth Exhibit to the 
Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-7. 

 
A substantial portion of the Day-Ahead Market Project's IT scope, 
including settlement and scheduling capabilities, forecasting and analytics 
tools, and integration with operational and financial systems, is directional 
capability that supports day-ahead market participation generally. Specific 
Markets+-particular components (e.g., transitioning PCI to SPP M+ 
modules and EMS dispatch mechanisms to SPP ICCP) are tied to 
Markets+, but the broader capability investment is consistent with PSE's 
strategic objective of participating in an organized day-ahead market in the 
Western Interconnection regardless of the specific construct ultimately 
selected. 
 
For additional discussion of the underlying day-ahead market analysis and 
PSE's evaluation of market alternatives, please see the Prefiled Direct 
Testimony of Phillip A. Haines, Exh. PAH-1CT, and the supporting exhibits 
and work papers thereto. 

 
3. On May 9, 2025, BPA issued its Final Day-Ahead Market Policy, a policy-

level commitment to pursue Markets+ participation. The Final Day-Ahead 
Market Policy does not legally foreclose a future BPA decision to alter 
course. Per BPA's own description of the policy, the May 2025 Policy 
"establishes the scope for future implementation decisions related to 
Markets+, including cost allocation, rates, open access transmission tariff 
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terms and conditions, and ultimately a decision to become a market 
participant." A hypothetical BPA reversal would therefore require BPA to 
formally revisit its policy decision through its established public process 
and Record of Decision procedures, a substantial undertaking. PSE has 
no current basis to anticipate any such reversal. 

 
A hypothetical BPA withdrawal would have direct and indirect implications 
for the Day-Ahead Market Project: 

 
• Specific project scope tied to PSE's interconnection with 

BPA, including transmission, scheduling coordination, 
and certain integration interfaces, would require re-
evaluation. PSE's IT investment in Markets+-particular 
components (e.g., transitioning PCI to SPP M+ modules 
and EMS dispatch to SPP ICCP, per the CSA0021 
Proposed Solution at Exh. DEP-7) is anchored to the 
assumption that Markets+ proceeds as currently 
designed. 

 
• Because BPA is the largest entity in the Pacific 

Northwest committed to Markets+, BPA's withdrawal 
would prompt other Pacific Northwest entities and PSE to 
re-evaluate whether the residual Markets+ footprint 
without BPA continues to deliver the operational and 
economic benefits that supported the original decision. 
The economic case for Markets+ over EDAM in PSE's 
evaluation (see pages 8-13 of the Sixth Exhibit to the 
Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-7) 
reflects the regional footprint as committed at the time of 
analysis. 

 
The contingency framework documented on pages 7 and 24 of the Sixth 
Exhibit to the Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-7, 
reflects the planning-phase scenario in which BPA had not yet issued its 
final policy. Under that framework, a BPA decision other than Markets+ 
would have triggered re-analysis with E3 (estimated at approximately 
$45,000 and two months to complete) to evaluate alternative scenarios. 
With the project now in execution and Phase 2 implementation work 
underway across the Markets+ participant footprint, a current-state 
contingency response to a hypothetical BPA reversal would involve a 
more substantial re-evaluation than the planning-phase contingency 
contemplated. The general framework of any such re-evaluation would 
include: 
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• assessment of the residual Markets+ footprint without 
BPA, including the financial, reliability, and operational 
implications for PSE relative to the originally evaluated 
Markets+ alternative; 

 
• re-evaluation of the CAISO Extended Day-Ahead Market 

(EDAM) as the principal alternative organized day-ahead 
market construct, including updated cost-benefit analysis 
under current market conditions; 

 
• identification of which IT scope already implemented or in 

progress is directional (i.e., transferable to an alternative 
day-ahead market construct) versus Markets+-specific; 

 
• schedule, cost, and stranded-investment analysis for any 

required scope changes; 
 

• coordination with other affected Markets+ participants 
who would be evaluating similar implications; and 

 
• reporting of any material changes in project scope, 

schedule, or cost through PSE's standard governance 
channels and to the Commission as appropriate. 

 
4. Bonneville Power Administration's Day-Ahead Market Policy and 

accompanying Letter to the Region, issued by BPA on May 9, 2025, is the 
BPA Record of Decision establishing BPA's intent to pursue participation 
in SPP Markets+ following an extensive multi-year stakeholder process. 
The document is published by BPA and is publicly available on BPA's 
Day-Ahead Market.2 

 
For clarity regarding the nature of the document: 

 
• BPA's Day-Ahead Market Policy, dated May 9, 2025, 

establishes BPA's policy direction to pursue participation 
in Markets+. BPA's contemporaneous public materials 
describe the policy as establishing "the scope for future 
implementation decisions related to Markets+, including 
cost allocation, rates, open access transmission tariff 
terms and conditions, and ultimately a decision to 
become a market participant." Accordingly, the May 2025 
Policy is a policy-level decision rather than a final, 

 
2  Available at https://www.bpa.gov/learn-and-participate/projects/day-ahead-market. 

Exh. PK-2 
UE-260005-06, UE-260113 

Page 27 of 70



 
PSE’s Response to WUTC Staff Data Request No. 099 Page 28 
Date of Response:  May 1, 2026 
Person who Prepared the Response:  Fred Atkinson / Heather Pierce 
Witness Knowledgeable About the Response:  Diane E. Perry / Philip A. Haines / Susan E. Free / Ned W. 
Allis / Jamie L. Martin 

irrevocable commitment to operate as a market 
participant at go-live; subsequent BPA implementation 
decisions are anticipated as Markets+ proceeds toward 
its 2027 launch. 

 
• BPA has executed its Phase 2 funding agreement with 

SPP, consistent with the policy direction, and is identified 
as a committed Phase 2 funding entity on page 21 of the 
Sixth Exhibit to the Prefiled Direct Testimony of Diane E. 
Perry, Exh. DEP-7. 

 
5. Definitive information regarding the timing of BPA's market participation, 

and any duration of participation BPA may have specified, is properly 
addressed by BPA rather than by PSE. PSE responds based on publicly 
available information and on the materials in this proceeding, and notes 
that BPA's own published statements are the authoritative source. 

 
The first tranche of Markets+ participants is currently targeted for go-live 
on October 1, 2027, consistent with SPP's public scheduling materials and 
the 2027 go-live. BPA has issued its policy direction to pursue Markets+ 
participation (Final Day-Ahead Market Policy, May 9, 2025) and has 
executed its Phase 2 funding agreement with SPP. PSE understands BPA 
to be working toward participation aligned with the 2027 Markets+ launch; 
however, BPA's specific go-live timing is subject to BPA's own subsequent 
implementation decisions, including those identified in BPA's May 2025 
Policy regarding cost allocation, rates, open-access transmission tariff 
terms and conditions, and the ultimate decision to become a market 
participant. PSE has no independent knowledge of any definitive go-live 
date beyond what BPA has publicly stated. 

 
Markets+ participation, like participation in other organized wholesale 
electricity markets, is generally an open-ended commitment governed by 
the SPP Markets+ Tariff (FERC-approved January 16, 2025) rather than a 
fixed-term arrangement. Participants remain in the market unless they 
affirmatively elect to withdraw, in accordance with the tariff's withdrawal 
provisions. PSE is not aware of any public statement by BPA specifying a 
fixed duration for Markets+ participation, and PSE has no basis to 
characterize BPA's intended participation duration. 

 
For definitive information regarding BPA's anticipated Markets+ go-live 
timing and any participation duration BPA has specified, please see BPA's 
published Day-Ahead Market materials at https://www.bpa.gov/learn-and-
participate/projects/day-ahead-market. 
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g. SAP S/4 HANA Migration: 
 

1. The SAP S/4 HANA Migration Project replaces PSE's existing ERP 
environment, SAP ERP Central Component version 6.0 ("SAP ECC 6.0") 
together with the Industry Solution for Utilities ("I-SU"). This replacement is 
driven principally by the announced end of SAP's mainstream 
maintenance for SAP ECC 6.0 at the end of 2027, and by SAP's strategic 
shift to SAP S/4 HANA as its go-forward ERP platform. The basis for 
replacement is described on pages 38-43 of the Prefiled Direct Testimony 
of Diane E. Perry, Exh. DEP-1T, and the Seventh Exhibit to the Prefiled 
Direct Testimony of Diane E. Perry, Exh. DEP-8. 

 
SAP ECC 6.0 with the I-SU industry solution comprises PSE's enterprise 
resource planning environment, supporting finance, supply chain, human 
resources, procurement, asset management, and customer information 
functions. The current SAP ECC 6.0 platform was originally released by 
SAP in 2005 and has since received multiple capitalized investments, 
including version upgrades, SAP enhancement packs, integration 
buildouts, and functional extensions, each placed in service in its 
respective year. Collectively, the existing SAP ECC environment has been 
in continuous productive service at PSE since 2005. 
 
SAP ECC 6.0 was released by SAP in 2005. With mainstream 
maintenance ending in 2027, the platform will have received 
approximately 22 years of vendor mainstream support over its product life, 
with optional extended maintenance available through 2030. PSE's 
continued operation of SAP ECC 6.0 has been consistent with that 
vendor-support horizon. 
 
The capitalized costs associated with SAP ECC 6.0 and its subsequent 
enhancements are recorded in FERC Account 303 – Miscellaneous 
Intangible Plant / FERC Account 397.23 – Computer Software – 10 Years. 
The applicable amortization period for the asset is 10 years, consistent 
with PSE's regulatory accounting practice for major capitalized application 
software in Account 303. Amortization is applied on a straight-line basis at 
an annual rate of approximately 10.00 percent. 

 
2. SAP's public announcement regarding the end of mainstream 

maintenance for the SAP ERP product currently used by PSE was 
originally made in 2014 and most recently confirmed in SAP's February 4, 
2020, press release, "SAP Reaffirms Commitment to SAP S/4HANA and 
Provides Customers Additional Choice on Their Path to the Intelligent 
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Enterprise."3 That announcement confirmed that mainstream maintenance 
for the SAP Business Suite 7 core applications, which includes SAP ERP 
6.0 (the product used by PSE, commonly referred to as "SAP ECC"), will 
be provided through December 31, 2027. 

 
SAP's formal communications detailing the ECC 6.0 end-of-support 
timeline are documented in the following SAP Notes: 
 

• SAP Note 1648480 ("Maintenance for SAP Business 
Suite 7 Software including SAP NetWeaver") serves as 
the authoritative reference document where SAP 
communicates the maintenance timelines (mainstream 
maintenance, extended maintenance, and end-of-support 
dates) for the SAP Business Suite 7 family of products 
and the underlying SAP NetWeaver platform releases 
that run them. Attached as Attachment A to PSE’s 
Response to WUTC Staff Data Request No. 099 is a 
copy of SAP Note 1648480 ("Maintenance for SAP 
Business Suite 7 Software including SAP NetWeaver"). 

 
• SAP Note 2881788 (“End of SAP Business Suite 7 

mainstream maintenance”) formally communicates SAP's 
decision regarding the end of mainstream maintenance 
for the SAP Business Suite 7 core applications, including 
embedded SAP NetWeaver and SAP Business 
Warehouse components, at the end of 2027, with 
optional extended maintenance available through the end 
of 2030. Attached as Attachment B to PSE’s Response to 
WUTC Staff Data Request No. 099 is a copy of SAP 
Note 2881788 (“End of SAP Business Suite 7 
mainstream maintenance”).  

 
SAP Note 2881788 specifies the following: 

 
• Mainstream maintenance for SAP ECC ends 

December 31, 2027. 
 

• Extended maintenance is available at an 
additional cost (a published 2% premium over 
standard maintenance fees) through 
December 31, 2030. Extended maintenance 

 
3 Available at https://news.sap.com/2020/02/sap-s4hana-maintenance-2040-clarity-choice-sap-

business-suite-7/ 
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provides continued access to support but is 
limited in scope (for example, legal change 
support is included only for selected countries, 
and innovation updates are not provided). 

 
• Customer-specific maintenance is available 

beyond December 31, 2030, but does not 
include new updates, legal changes, or new 
patches, and is not a viable long-term 
operating posture for an enterprise ERP. 

 
• SAP's public maintenance-strategy webpage,4 which 

summarizes the same maintenance timeline and 
references the SAP Notes identified above. 

 
The 2027 end of mainstream maintenance is the planning anchor for the 
SAP S/4HANA Migration Project. PSE evaluated and rejected reliance on 
extended maintenance as an alternative to migration because extended 
maintenance does not address the underlying obsolescence of the ECC 
platform; the additional cost over the extended-maintenance period 
materially offsets any deferral benefit; and the extended-maintenance 
window ends in 2030, which would require migration to be completed 
within the MYRP period. 

 
3. Please see PSE’s Response to WUTC Staff Data Request No. 087. 

 
4. The reference on page 39, lines 16-19, of the Prefiled Direct Testimony of 

Diane E. Perry, Exh. DEP-1T, to "limited assurances" reflects PSE's 
assessment of SAP's published maintenance and support commitments 
for SAP ECC 6.0 (i.e., the ERP product currently used by PSE) for periods 
following the end of mainstream maintenance on December 31, 2027. The 
basis for that assessment is the scope of the support tiers SAP makes 
available after that date, which are documented in SAP's published 
maintenance terms. Specifically: 

 
• Mainstream Maintenance Ends December 31, 2027. 

As described above, SAP confirmed in its February 4, 
2020 announcement that mainstream maintenance for 
SAP Business Suite 7 core applications, including SAP 
ECC 6.0, will end December 31, 2027. After that date, 

 
4 Available at https://support.sap.com/en/release-upgrade-maintenance/maintenance-

information/maintenance-strategy/s4hana-business-suite7.html 
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the level and scope of support PSE has historically 
received under mainstream maintenance is not available. 

 
• Extended Maintenance (2028-2030) is Scope-Limited. 

SAP's extended maintenance terms, set out in SAP's 
"Maintenance Strategy" and the SAP Product Support 
Schedule provide continued support through 
December 31, 2030 at an additional 2% premium over 
standard maintenance fees, but with the following 
limitations relative to mainstream maintenance: 

 
• Innovation updates and new functionality are not 

provided. 
 

• Compatibility certifications for new operating 
systems, databases, and third-party integrations 
released during the extended-maintenance period 
are not guaranteed. 

• Coverage for security vulnerabilities is limited 
rather than the full mainstream support scope. 

 
• Customer-Specific Maintenance (After December 31, 

2030) does not include updates. Customer-specific 
maintenance, the support tier available after the end of 
extended maintenance, does not include new software 
updates, new patches, new legal change support, or new 
compatibility updates. 

 
Attached as Attachment C to PSE’s Response to WUTC Staff Data 
Request No. 099 is a copy of SAP Note 52505, which defines what 
happens to customer support after mainstream maintenance ends. When 
a customer's SAP release reaches the end of mainstream maintenance, 
the customer has three paths: (1) upgrade to a release still under 
mainstream maintenance, (2) purchase optional extended maintenance 
for a defined window at premium pricing, or (3) automatically transition to 
customer-specific maintenance under their existing maintenance contract. 
If the extended offer is unaccepted or unavailable, the release enters 
customer-specific maintenance, where legal changes, technological 
updates, and new support package deliveries cease. Services become 
tailored per the existing maintenance contract but with certain limitations 
due to no longer aligning the release with new requirements or 
technologies. 
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Customers will continue paying their existing maintenance fee 
(typically 19-22% of license value) and retain access to several support 
functions: 

 
• Incident reporting will continue, including 24/7 handling of 

Priority 1 ("Very High") incidents. 
 

• SAP Notes already published will remain accessible (if a 
customer's issue matches a previously-documented problem 
with an existing fix, that solution is delivered under standard 
maintenance terms). 

 
• Standard support tools will remain available (e.g., SAP Support 

Portal, SAP for Me, the Customer Interaction Center / Support 
Advisory Center, and the Software Download Center archive 
(including older kernel patches)). 

 
• Customers will be able to download already-published Support 

Packages. 
 

This is the substantive limitation that makes customer-specific 
maintenance unsuitable as a long-term operating posture: 

 
• Country-specific legal changes, payroll updates, tax updates, 

etc., will no longer be delivered. 
 

• No new functionality or technology updates. 
 

• No new Support Packages beyond what's already been 
released. 

 
• New (previously unknown) problems will not be corrected as 

part of standard maintenance. The customer may have to pay 
for the expense of solving new problems not yet known to SAP. 
This applies to customer-specific SAP Support; if a new bug 
emerges, SAP may provide a one-off fix as a fee-based 
consulting service rather than a standard correction. 

 
• Security patches will be sharply limited. Per related guidance 

(SAP Note 3053725), security patches in customer-specific 
maintenance will be typically delivered only for the first 12 
months and only for the highest-priority threats. 
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• Customer-specific corrections may be technically constrained. 
Once customer-specific maintenance begins, SAP will 
deconstruct the internal release architecture, so fixes may only 
be possible as one-off patches on the customer's specific 
system, and corrections for components without available 
source code may not be possible at all. 

 
Together, these tiered limitations support the testimony's characterization 
that SAP provides limited assurances regarding long-term functionality, 
security updates, and compatibility with other evolving critical technologies 
for the existing SAP ECC platform. The "limited assurances" 
characterization in testimony refers to these documented limitations, not to 
a separate SAP communication using that phrase. 

 
5. References at page 39, lines 20-22, of the Prefiled Direct Testimony of 

Diane E. Perry, Exh. DEP-1T, to SAP’s investment posture and to PSE’s 
current platform reflect SAP’s publicly stated product strategy and the 
position of SAP ECC 6.0 within that strategy. PSE's basis for each is set 
out below. 

 
SAP's investment in new functionality is directed to S/4 HANA, not to SAP 
ECC. SAP has publicly stated, beginning with the launch of SAP 
S/4 HANA in 2015 and reaffirmed in subsequent communications, that 
S/4 HANA is its strategic next-generation ERP suite and that new product 
investment, innovation, and functionality are delivered through S/4 HANA 
rather than through SAP Business Suite 7 (which includes SAP ECC 6.0). 
Specifically: 

 
• SAP's February 4, 2020 announcement, "SAP Reaffirms 

Commitment to SAP S/4HANA and Provides Customers 
Additional Choice on Their Path to the Intelligent 
Enterprise," confirmed mainstream maintenance for SAP 
Business Suite 7 through December 31, 2027 and 
described S/4HANA as the path forward for SAP 
customers. 

 
• SAP's published product roadmap materials, including 

SAP's annual "Road Map Explorer" content for SAP 
S/4 HANA and SAP S/4HANA Release Information, 
document the cadence of new functionality and 
innovation releases delivered on S/4 HANA. Comparable 
forward-looking roadmap materials are not published for 
SAP ECC; SAP's published materials for ECC are limited 
to maintenance and support information.  
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• Net new SAP capabilities released over the past several 

years, including SAP's embedded AI assistant ("Joule"), 
the SAP Green Ledger and sustainability modules, the 
SAP Datasphere integration, and the Universal Journal 
architecture, are available only on S/4 HANA and are not 
being backported to SAP ECC.  

 
SAP ECC 6.0 is the predecessor product to SAP S/4 HANA and is the 
platform PSE currently uses. SAP S/4 HANA was released in 2015 as the 
successor to SAP Business Suite 7 / SAP ERP 6.0. PSE currently 
operates SAP ECC 6.0, which is the SAP ERP component of SAP 
Business Suite 7. SAP's published positioning of S/4HANA as the 
strategic next-generation ERP, and of Business Suite 7 (including ECC) 
as the predecessor product reaching end of mainstream maintenance on 
December 31, 2027, is reflected in: 

 
• SAP's February 4, 2020 announcement, "SAP Reaffirms 

Commitment to SAP S/4HANA and Provides Customers 
Additional Choice on Their Path to the Intelligent 
Enterprise"; 

 
• SAP's published "Intelligent Enterprise" architecture5 and 

product portfolio material identify SAP S/4 HANA as the 
core ERP component going forward; 

 
• SAP's customer-facing migration programs ("RISE with 

SAP"6 and "GROW with SAP"7), each of which is 
structured around customer migration from existing ERP 
installations, including SAP ECC, to SAP S/4HANA.  

 
Read together, these documents support the testimony's characterization 
that SAP is directing new functionality to its strategic ERP platform 
(S/4HANA) and not to the predecessor platform PSE currently operates 
(ECC 6.0). 
 
The use of the word "legacy" in the testimony reflects PSE's 
characterization of SAP ECC as the predecessor product that is no longer 
receiving new functionality investment, consistent with the SAP materials 

 
5 Available at https://learning.sap.com/courses/intelligent-enterprise-architecture-fundamentals/utilizing-

sap-enterprise-architecture-framework-reference-architecture-content. 
6 Available at https://www.sap.com/products/erp/rise.html. 
7 Available at https://support.sap.com/en/product/onboarding-resource-center/grow.html. 
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cited above. PSE does not represent that SAP itself uses the term 
"legacy" in its public materials to describe SAP ECC. 

 
6. Please see PSE’s Response to WUTC Staff Data Request No. 089. 

 
7. PSE has not yet selected a system integrator. As described on pages 41-

42 of the Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-1T, and in 
the Seventh Exhibit to the Prefiled Direct Testimony of Diane E. Perry, 
Exh. DEP-8, PSE has been conducting preparatory activities to reduce 
implementation risk for the SAP S/4 HANA Migration Project, including 
data readiness work, system rationalization, contractual negotiations with 
SAP, and development of the System Integrator Request for Proposal (the 
“System Integrator RFP”). 

 
As discussed in the Seventh Exhibit to the Prefiled Direct Testimony of 
Diane E. Perry, Exh. DEP-8, the System Integrator selection process is 
proceeding on the following schedule: 

 
• PSE plans to issue the System Integrator RFP to vendors 

in the second quarter of 2026; 
 

• PSE plans to evaluate responses to the System 
Integrator RFP and select a vendor by the end of the 
third quarter of 2026; 

 
• PSE plans to negotiate and enter into agreements with 

the selected vendor by the end of November 2026; and 
 

• PSE plans to have the SAP implementation kickoff occur 
in January 2027. 

 
Because PSE has not yet issued the System Integrator RFP and has not 
received any proposals, PSE has no comparison of System Integrator 
options available at this time. PSE has budgeted $2.0 million for System 
Integrator selection and System Integrator RFP activities, including 
independent advisory support to help ensure apples-to-apples proposals, 
realistic cost estimates, and proper scope definition (see page 17 of the 
Seventh Exhibit to the Prefiled Direct Testimony of Diane E. Perry, 
Exh. DEP-8). The selected System Integrator partner will support a 
System Integrator implementation investment estimated at approximately 
$74 million. 

 
8. The 2.5 percent factor is an annual inflation assumption applied to the cost 

of PSE internal labor (employee FTE hours) over the multi-year execution 
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of the SAP S/4 HANA Migration Project. It reflects the expectation that 
fully loaded internal labor rates will increase year over year throughout the 
project life cycle (2027 through 2030, across the three planned 
implementation releases). It is consistent with the inflation and labor-cost 
pressures described in PSE's testimony as a key external factor affecting 
IT investment delivery. (See pages 16-17 of the Prefiled Direct Testimony 
of Diane E. Perry, Exh. DEP-1T). 

 
Because the SAP S/4 HANA Migration Project spans approximately four 
calendar years and has substantial internal labor content (as mentioned 
on page 18 of the Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-
8, PSE projects approximately $47.4 million in PSE internal business labor 
in the revised cost estimate) even modest annual inflation has a material 
effect on the total project estimate. Without an internal labor escalation 
assumption, the multi-year cost forecast would understate the dollars 
actually required to staff the project in 2028, 2029, and 2030. 

 
The 2.5 percent rate is the standard internal labor inflation assumption 
PSE applies to multi-year capital projects. The same 2.5 percent  labor 
escalation is applied to other multi-year PSE IT projects represented in the 
testimony. For example, CAS0433: Budget Planning Tool describes its 
escalation approach as "Inflation of 2.5% on labor for multi-year projects" 
(see the Tenth Exhibit to the Prefiled Direct Testimony of Diane E. Perry, 
Exh. DEP-11). The factor is applied at the project-estimate level rather 
than derived independently for each project; it represents an internal 
planning assumption used to convert a current-year labor cost basis into 
forward-year cost forecasts. 

 
As reflected on page 8 of the Seventh Exhibit to the Prefiled Direct 
Testimony of Diane E. Perry, Exh. DEP-8, PSE applied the 2.5 percent 
compound annual escalator to the fully loaded hourly labor rates used in 
the project's FTE-based cost build-up. The resulting hourly rates increase 
across the three project releases as follows: 

 
• Standard IT and Business Resources: $130.00/hour in 

Release 1 (2027-2028), $137/hour in Release 2 (2028-
2029), and $143/hour in Release 3 (2029–2030); and 

 
• Backfill resources: $196.08/hour in Release 1, $206/hour 

in Release 2, and $216/hour in Release 3. 
 

These rates were multiplied by the planned FTE hours per resource per 
release, with a duplicative-period adjustment (“% Adj”) applied to prevent 
overlapping calendar months between releases from being double-
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counted. The 2.5 percent factor was applied only to PSE internal labor; 
external labor and vendor costs were treated separately (for example, the 
Seventh Exhibit to the Prefiled Direct Testimony of Diane E. Perry, 
Exh. DEP-8, reflects a separate 10 percent market-trend adjustment to the 
systems integrator labor cost). Non-labor cost categories (SAP 
subscription, third-party software, ongoing maintenance, taxes, etc.) were 
escalated using their own assumptions or not escalated, as documented 
in the corresponding line items. 

 
9. Attached as Attachment D to PSE’s Response to WUTC Staff Data 

Request No. 099 is a copy of CSA0227: SAP/4. 
 

10. The four S/4 HANA implementation timeline scenarios are presented on 
pages 24-25 of the Seventh Exhibit to the Prefiled Direct Testimony of 
Diane E. Perry, Exh. DEP-8 (Scenario 1: Brownfield+; Scenario 2: 
Brownfield; Scenario 3a: Defer Brownfield+ by 2 Years; Scenario 3b: 
Defer Brownfield+ by 1 Year). The evaluation criteria, weights, individual 
qualitative scores, and total weighted scores are presented on page 26 of 
the Seventh Exhibit to the Prefiled Direct Testimony of Diane E. Perry, 
Exh. DEP-8. 
 
The four scenarios were evaluated against the following four criteria, each 
with the weighting indicated: 
 

Table 6. Evaluation Criteria and Weights8  
# Criterion Description Weight 

1 Addresses business pain points and functional 
needs 

Addresses, in a timely manner, the 83 pain 
points identified by the business 20% 

2 Minimizes cost Minimizes overall cost 30% 

3 Provides appropriate and timely recovery Maximizes capitalization and timeliness of 
recovery in rates 30% 

4 Optimizes demand on PSE resources Optimizes the timing for supply and skill 
development of PSE resources with demand 20% 

 Total  100% 
 

Individual criterion-scenario cells were scored qualitatively on a four-point 
Harvey-ball scale presented in the legend at the bottom of page 26 of the 
Seventh Exhibit to the Prefiled Direct Testimony of Diane E. Perry, 
Exh. DEP-8: Most Favorable, Favorable, Highly Favorable, and Slightly 
Favorable. 
 

 
8  See page 26 of the Seventh Exhibit to the Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-8. 
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Table 7. Individual Criterion-Scenario Qualitative Scores9 
 

Criterion 
Scenario 1: 
Brownfield+ 

Scenario 2: 
Brownfield 

Scenario 3a: 
Defer 2 Years 

Scenario 3b: 
Defer 1 Year 

Addresses business pain points 
(20%) 

Highly 
Favorable 

Slightly 
Favorable 

Slightly 
Favorable Favorable 

Minimizes cost (30%) Highly 
Favorable Favorable Highly 

Favorable Favorable 

Provides appropriate and timely 
recovery (30%) 

Slightly 
Favorable Favorable Slightly 

Favorable 
Highly 

Favorable 
Optimizes demand on PSE 
resources (20%) 

Slightly 
Favorable Favorable Favorable Favorable 

 
PSE developed the evaluation framework, criteria, scenarios, and scoring 
presented on page 26 of the Seventh Exhibit to the Prefiled Direct 
Testimony of Diane E. Perry, Exh. DEP-8, in collaboration with PSE's 
third-party SAP advisor, Deloitte, who supported the project's planning and 
cost-estimation work. The criterion weights were established through a 
structured multi-stakeholder evaluation workshop convened by PSE, with 
participation from IT Leadership, Finance, Operations, Regulatory Affairs, 
and Project Management.  
 

Table 8. Evaluation Criteria & Weighting Methodology 

Evaluation 
Criterion Weight 

Scenario 1 
Brownfield+ 

Scenario 2 
Brownfield 

Scenario 3a 
Brownfield+ 
Defer +2 Yrs 

Scenario 3b 
(Selected) 
Brownfield+ 
Defer +1 Yr 

PSE Resource 
Availability & 
Constraints 

% Low — requires 
heavy SI 
augmentation; 
PSE may not 
be able to 
adequately 
resource 

Moderate — 
reduced risk vs. 
Scenario 1 

High — most 
favorable; 
significant 
deferral reduces 
resource 
pressure 

High — reduced 
risk vs. 
Scenarios 1 & 2; 
manageable with 
current staffing 

Total Project 
Cost 

% Lowest 
baseline cost; 
optimized SAP 
pricing likely 

Moderate; higher 
SI costs due to 
multi-phase 
inefficiency 

Highest;  
increase in SAP 
maintenance + 
RISE/SW and SI 
costs 

Moderate-High; 
increase in 
SAP/RISE costs 
but lower SI risk 
than 3a 

SAP 
Maintenance & 
RISE/SW Cost 
Exposure 

% Lowest — 
begins 
migration 
soonest 

Low-Moderate Highest —
premium for 2-
year deferral 
window 

Moderate —
premium for 1-
year deferral 
window 

 
9  See id. 
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Table 8. Evaluation Criteria & Weighting Methodology 

Evaluation 
Criterion Weight 

Scenario 1 
Brownfield+ 

Scenario 2 
Brownfield 

Scenario 3a 
Brownfield+ 
Defer +2 Yrs 

Scenario 3b 
(Selected) 
Brownfield+ 
Defer +1 Yr 

Resolution of 
Business Pain 
Points 

% Best — 
resolves pain 
points earliest. 

Moderate — 
Phase 1 
complete by 
2026, but 
enhancements 
deferred 

Lowest — 
significant 
deferral of all 
pain point 
resolution 

Low-Moderate 
— 1-year 
deferral still 
delays relief 

Implementation 
Risk & 
Complexity 

% Highest risk — 
aggressive 
timeline with 
resource 
constraints 

Moderate — 
phased 
approach 
reduces 
concurrent 
workload 

Lowest 
implementation 
risk — longest 
runway 

Low-Moderate 
— manageable 
phasing with 
adequate 
preparation 

Weighted 
Composite 
Score 

100% Not selected selected Not selected SELECTED 

 
11. PSE selected Scenario 3b — Defer Brownfield+ by 1 Year as the 

implementation timeline for the SAP S/4 HANA Migration Project. This 
selection is identified on page 26 of the Seventh Exhibit to the Prefiled 
Direct Testimony of Diane E. Perry, Exh. DEP-8, where Scenario 3b is 
designated the "Recommended option for PSE" and received the highest 
total weighted score (58 of 100) among the four scenarios evaluated. The 
scenario itself is depicted on page 25 of the Seventh Exhibit to the Prefiled 
Direct Testimony of Diane E. Perry, Exh. DEP-8. 

 
Table 9. Total Weighted Scores10  

Scenario 
Total Score 
(out of 100) 

Scenario 1: Brownfield+ 50 
Scenario 2: Brownfield 38 
Scenario 3a: Defer Brownfield+ by 2 Years 45 
Scenario 3b: Defer Brownfield+ by 1 Year (Recommended) 58 

 
Under Scenario 3b, PSE completes Phase 0 assessment, performs 
prerequisite projects, and then conducts S/4 Implementation Phase 1, 
followed by Phase 2, with the deferral providing approximately one 

 
10  See id. 
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additional year of preparation time relative to a non-deferred Brownfield+ 
schedule. 

 
The factors supporting the selection of Scenario 3b, as documented on 
pages 25-26 of the Seventh Exhibit to the Prefiled Direct Testimony of 
Diane E. Perry, Exh. DEP-8, are as follows: 

 
• Reduction of PSE Resource-Constraint Risk. 

Scenario 3b's deferral is identified as a Pro on page 25 of 
the Seventh Exhibit to the Prefiled Direct Testimony of 
Diane E. Perry, Exh. DEP-8, because the additional time 
allows PSE to complete prerequisite projects and align 
internal staffing and skill development with 
implementation demand, reducing the resource-
constraint risk associated with Scenario 1 (Brownfield+). 

 
• Lower Cost-Impact than the Alternative Deferral 

Scenario. Both Scenario 3a (defer 2 years) and 
Scenario 3b (defer 1 year) provide PSE resource-
constraint relief, but Scenario 3a carries a 20 percent or 
greater increase in SAP maintenance, RISE/software, 
and System Integrator costs, while Scenario 3b carries a 
10 percent or greater increase. The shorter deferral in 3b 
limits the incremental cost. 

 
• Strongest Weighted Score Under PSE's Evaluation 

Criteria. As shown on page 26 of the Seventh Exhibit to 
the Prefiled Direct Testimony of Diane E. Perry, 
Exh. DEP-8, Scenario 3b scores highest on "Provides 
appropriate and timely recovery" (30 percent weight) and 
at parity with the strongest scenarios on the other three 
criteria, yielding the highest total weighted score. 

 
PSE recognizes the trade-offs identified on page 25 of the Seventh Exhibit to the 
Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-8, for Scenario 3b 
(specifically, the 10%+ increase in SAP maintenance and RISE/software costs 
and SI costs, and the deferral of resolving certain business pain points) and 
considers these acceptable given the offsetting benefits described above. 

 
h. The PSE 2030 Digital Experience Project is not replacing any existing 

technologies. As described on pages 48-49 of the Prefiled Direct Testimony of 
Diane E. Perry, Exh. DEP-1T, and in the Ninth Exhibit to the Prefiled Direct 
Testimony of Diane E. Perry, Exh. DEP-10, the PSE 2030 Digital Experience 
Project is an incremental, multi-year program that builds on PSE's existing digital 
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foundation to add new features, content, and capabilities required to support 
PSE's clean-energy products, programs, and services. 

 
The PSE 2030 Digital Experience Project includes redesign and refresh activities 
for certain existing digital assets, but those assets remain in service. They are 
not being retired, taken out of service, or replaced with successor systems. The 
principal existing assets affected, and their documented in-service references on 
pages 2-3 of the Ninth Exhibit to the Prefiled Direct Testimony of Diane E. Perry, 
Exh. DEP-10, are: 

 
• myPSE mobile application. PSE launched the myPSE mobile 

application in 2018 for iOS and Android. The 2027 program-year 
work redesigns the user interface, login experience, and 
navigation; the application itself continues in service. 

 
• PSE.com website. PSE launched the current PSE.com website 

in the fourth quarter of 2018 and has received ongoing 
incremental enhancements since launch. The 2028 program-
year refresh updates look-and-feel, navigation, and 
performance; the website continues in service. 

 
• PSE.com My Account and My Bill pages, Customer 

Construction Services Portal, and PSE.com outage map. 
These are components of the digital channels referenced 
above. These will be enhanced or redesigned within their 
existing platforms during the 2027 and 2029 program years. 

 
Because no existing technology is being retired or replaced, no early-retirement 
adjustments to depreciation are associated with this project. 

 
i. Budget Planning Tool: 
 

1. The Budget Planning Tool Project replaces PSE's existing financial 
planning application, SAP Business Planning and Consolidation ("SAP 
BPC"). This replacement is driven principally by the vendor's announced 
end of mainstream support for the existing platform in 2027, and by the 
need for a modern, integrated planning environment to support PSE's 
MYRP and clean-energy capital portfolio, as described on pages 52-54 of 
the Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-1T, and in the 
Tenth Exhibit to the Prefiled Direct Testimony of Diane E. Perry, 
Exh. DEP-11 
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PSE placed SAP BPC in service in 2017. The application has been in 
continuous service since that date supporting PSE's annual budgeting, 
financial forecasting, and variance analysis processes. 

 
SAP BPC is recorded in FERC Account 303 – Miscellaneous Intangible 
Plant / FERC Account 397.23 – Computer Software – 10 Years. The 
applicable amortization period for the asset is 10 years, consistent with 
PSE's regulatory accounting practice for major capitalized application 
software in Account 303. Amortization is applied on a straight-line basis at 
an annual rate of approximately 10.00 percent. 

 
Under PSE's planned implementation timeline in the Tenth Exhibit to the 
Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-11, the new Budget 
Planning Tool is targeted for completion by June 2027, aligned to the 
announced end of mainstream vendor support for SAP BPC at the end of 
2027. PSE expects to retire SAP BPC concurrent with the in-service date 
of the replacement platform. The unamortized balance remaining at 
retirement will be addressed in accordance with PSE's regulatory 
accounting practices for the retirement of intangible plant assets. 

 
2. The vendor documentation supporting the basis for the assertion on 

page 52, lines 3-5, of the Prefiled Direct Testimony of Diane E. Perry, 
Exh. DEP-1T, consists of SAP's published maintenance-strategy 
announcements for the SAP Business Suite 7 product family, which 
encompasses the SAP Business Planning and Consolidation ("SAP BPC") 
for NetWeaver application. The principal SAP-issued documents are: 

 
• SAP Note 1648480 ("Maintenance for SAP Business 

Suite 7 Software including SAP NetWeaver") serves as 
the authoritative reference document where SAP 
communicates the maintenance timelines (mainstream 
maintenance, extended maintenance, and end-of-support 
dates) for the SAP Business Suite 7 family of products 
and the underlying SAP NetWeaver platform releases 
that run them. Please see Attachment A to PSE’s 
Response to WUTC Staff Data Request No. 099. 

 
• SAP Note 2881788 (“End of SAP Business Suite 7 

mainstream maintenance”) formally communicates SAP's 
decision regarding the end of mainstream maintenance 
for the SAP Business Suite 7 core applications, including 
embedded SAP NetWeaver and SAP Business 
Warehouse components, at the end of 2027, with 
optional extended maintenance available through the end 
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of 2030. Please see Attachment B to PSE’s Response to 
WUTC Staff Data Request No. 099. 

 
SAP Note 2881788 specifies the following: 

 
• Mainstream maintenance for SAP ECC ends 

December 31, 2027. 
 

• Extended maintenance is available at an 
additional cost (a published 2% premium over 
standard maintenance fees) through 
December 31, 2030. Extended maintenance 
provides continued access to support but is 
limited in scope (for example, legal change 
support is included only for selected countries, 
and innovation updates are not provided). 

 
• Customer-specific maintenance is available 

beyond December 31, 2030, but does not 
include new updates, legal changes, or new 
patches, and is not a viable long-term 
operating posture for an enterprise ERP. 

 
• SAP's public maintenance-strategy webpage,11 which 

summarizes the same maintenance timeline and 
references the SAP Notes identified above. 
 

These documents establish that SAP will discontinue mainstream 
maintenance for the SAP Business Suite 7 family, which includes SAP 
BPC for NetWeaver, at the end of 2027. Continued vendor support 
beyond that date is available only through SAP's optional extended 
maintenance program at a premium above standard maintenance fees, 
and only through the end of 2030; thereafter, only customer-specific 
maintenance under the terms of SAP Note 52505 would apply. 

 
3. The 2.5 percent factor is an annual inflation assumption applied to the cost 

of PSE internal labor (employee FTE hours) over the multi-year execution 
of the Budget Planning Tool Project. It reflects the expectation that fully 
loaded internal labor rates will increase year over year during the project's 
implementation window (2025 through 2027). It is consistent with the 
inflation and labor-cost pressures described as a key external factor 

 
11 Available at https://support.sap.com/en/release-upgrade-maintenance/maintenance-

information/maintenance-strategy/s4hana-business-suite7.html 
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affecting IT investment delivery on pages 16-17 of the Prefiled Direct 
Testimony of Diane E. Perry, Exh. DEP-1T. 

 
The Budget Planning Tool Project spans approximately three calendar 
years (2025 implementation start through targeted June 2027 go-live, per 
page 7 of the Tenth Exhibit to the Prefiled Direct Testimony of Diane E. 
Perry, Exh. DEP-11) and includes meaningful internal labor content. 
Without an annual labor escalation assumption, the multi-year cost 
forecast would understate the labor dollars actually required to staff the 
project in 2026 and 2027. 
 
The 2.5 percent rate is the standard internal-labor inflation assumption 
PSE applies to multi-year capital projects. The same 2.5 percent labor 
escalation is applied to other multi-year PSE IT projects represented in 
this proceeding (e.g., CSA0227: SAP S/4 HANA Migration Project at 
page 1 of the Seventh Exhibit to the Prefiled Direct Testimony of Diane E. 
Perry, Exh. DEP-8, similarly identifies "Internal labor at 2.5%" under its 
escalation description). The factor is applied at the project-estimate level 
rather than derived independently for each project; it represents an 
internal planning assumption used to convert a current-year labor cost 
basis into forward-year cost forecasts. 
 
PSE applies the 2.5 percent factor as an annual escalator to the fully 
loaded labor rate used to develop the project's internal labor cost 
forecasts. The 2.5 percent factor is embedded in the labor rate basis 
underlying these year-over-year figures rather than presented as a 
discrete line item. The principal driver of the year-over-year changes 
between 2025 and 2026 and between 2026 and 2027 is the project's 
work-volume profile (with the largest implementation effort occurring in 
2026); the 2.5% escalator applies on top of the rate basis used in each 
year. The 2.5 percent factor was applied only to PSE internal labor; other 
cost categories (software licensing/subscriptions, third-party System 
Integrator/outside services, training, contingency) were treated separately 
under their own assumptions, as documented in the corresponding line 
items on page 14 of the Tenth Exhibit to the Prefiled Direct Testimony of 
Diane E. Perry, Exh. DEP-11. 

 
4. The reference on page 2 of the Tenth Exhibit to the Prefiled Direct 

Testimony of Diane E. Perry, Exh. DEP-11, to current forecasting methods 
being "inadequate to support PSE's evolving business model" should be 
read in the context of the full sentence and the supporting "Current 
Challenges and Impacts" detail also documented on that page. The 
statement describes the operational, planning, and analytical limitations of 
PSE's existing financial planning environment relative to the forward-
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looking capabilities required to support MYRP execution and clean-energy 
capital portfolio management. It is not a statement that the historical 
financial data or the cost forecasts presented in this proceeding are 
inaccurate or unreliable. Each of the four categories of inadequacy 
identified on page 2 of the Tenth Exhibit to the Prefiled Direct Testimony of 
Diane E. Perry, Exh. DEP-11, and how each relates (or does not relate) to 
the forecasts presented in this proceeding, is addressed below. 

 
• Forecast Accuracy Issues. PSE's existing financial 

planning environment exhibits annual variances between 
budget and actual results, monthly forecast deviations for 
programmatic and projected work, and limited precision 
in predicting and planning capital expenditures at the 
activity level. These limitations reflect the existing tool's 
reliance on cost-element-level rather than activity-level 
forecasting; they manifest as in-year reforecasts and 
variance reporting through the budget cycle. They are 
managed through PSE's existing governance and 
reforecasting processes. The forecasts presented in this 
proceeding reflect PSE's best estimates as of the filing 
date, prepared in accordance with the same forecasting 
practices, controls, and management review processes 
used in prior PSE rate proceedings. 

 
• Service Provider Cost Management Visibility. The 

existing environment provides limited visibility into 
specific services provided by third-party service 
providers, including identification, tracking, and cost-
center allocation, which constrains operational cost-
management decision-making. This is a managerial-cost-
control limitation rather than a financial-statement or rate-
case-input issue; PSE's contracted service-provider 
expense data feeds into the rate-case forecasts through 
PSE's existing financial systems and is recorded and 
reported in the General Ledger consistent with PSE's 
accounting policies. 

 
• Outdated Forecasting Methods. The existing tool relies 

primarily on historical trending. It lacks a built-in capability 
to incorporate forward-looking adjustments for energy 
transition trends (such as gas-to-electric conversion) or 
evolving customer behaviors. PSE addresses this in 
current rate-case forecasting through manual 
adjustments, supplemental analysis, and supporting 
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documentation prepared by subject-matter experts, 
rather than through native tool functionality. The rate-
case forecasts in this proceeding incorporate forward-
looking adjustments for clean-energy programs, 
electrification, and other transition factors using these 
supplemental processes; the new Budget Planning Tool 
will allow these adjustments to be performed natively 
rather than as off-system overlays. 

 
• Structural Planning Limitations. The existing tool's 

Cost Element Group orientation does not provide activity-
based planning views, project managers have limited 
visibility into job-level cost profiles, and operational 
planning is disconnected from financial planning at the 
work-volume-and-cost level. These limitations affect the 
granularity of forward planning and the efficiency with 
which PSE can integrate operational metrics with 
financial forecasts. They do not affect the aggregate cost 
forecasts presented in this proceeding, which are 
prepared at the cost category and account level, 
consistent with PSE's regulatory accounting practices. 

 
The inadequacies identified on page 2 of the Tenth Exhibit to the Prefiled 
Direct Testimony of Diane E. Perry, Exh. DEP-11, describe capability gaps 
relative to the analytical and planning requirements of MYRP execution, 
not deficiencies in the historical accounting data underlying this 
proceeding. The rate-case forecasts presented in this proceeding were 
developed using PSE's standard rate-case forecasting practices, 
supported by PSE's accounting records, subject-matter expert input, and 
management review and approval consistent with prior PSE general rate 
cases. The implementation of the new Budget Planning Tool, as described 
on pages 52-54 of the Prefiled Direct Testimony of Diane E. Perry, 
Exh. DEP-1T, is intended to enhance PSE's forward-looking planning 
capabilities going forward; it is not a remediation of any deficiency in the 
forecasts asserted in this proceeding. 

 
5. The "Current Challenges and Impacts" listed on page 2 of the Tenth 

Exhibit to the Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-11, 
describe operational and analytical limitations of PSE's existing financial 
planning environment relative to the forward-looking planning capabilities 
required to support MYRP execution and clean-energy capital portfolio 
management. Explanations and examples for each bullet are provided 
below. 
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1. Forecast Accuracy Issues. Forecast accuracy at the monthly and 
annual level is inherently challenging for a capital portfolio of PSE's 
scale and complexity, and the existing tool's reliance on cost-
element-level forecasting compounds the difficulty. 

 
• Annual Variances. Differences between budgeted and 

actual annual spending arise when project scope, 
schedule, or unit costs shift during execution. Example: a 
programmatic capital category planned at $X million 
annually may finish the year materially above or below 
plan due to changes in field conditions, vendor pricing, or 
work prioritization that occurred mid-year and could not 
be efficiently reflected in the existing tool. 

 
• Monthly Forecast Deviations for Programmatic and 

Projected Work. Month-to-month spend cadence for 
programmatic work (e.g., recurring asset-replacement 
programs) and projected work (e.g., specific capital 
projects) is variable and difficult to forecast with 
precision. Example: monthly vegetation management or 
pole-replacement spend depends on crew availability, 
weather windows, and field conditions; the existing tool 
forecasts these on a smoothed basis and reforecasts 
manually when actuals diverge. 

 
• Inaccuracy in Predicting and Planning Capital 

Expenditures. Capital cost estimates at early project 
stages, particularly before vendor selection and detailed 
scoping, are inherently uncertain. The existing tool does 
not facilitate progressive estimate refinement as projects 
move through gating phases. Example: a capital project 
initially scoped at the request/CSA stage relies on 
parametric or analogous estimates; the existing tool does 
not natively support re-baselining the forecast as design 
and procurement information becomes available. 

 
2. Service Provider Cost Management Visibility — The existing 

tool does not provide a vendor- or service-line view of actuals vs. 
forecast. Detail at that level must be sourced from other systems 
(primarily SAP), which is inefficient and limits cost-center managers' 
ability to manage performance against forecast in real time. 

 
• Limited Visibility Into Specific Services Provided, 

Including Identification and Tracking. The existing tool 
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aggregates third-party expenses at the cost-element level 
rather than by individual service provider or service 
category. Example: identifying total spend with a specific 
consulting or contracting firm across multiple projects 
requires manual aggregation outside the tool, typically by 
pulling SAP details and reconciling them back to the 
planning environment. 

 
• Difficulty in cost center management and 

accountability. Cost center managers lack an integrated 
view of forecast vs. actual performance at the service-
provider level, which limits accountability for managing 
third-party spend. Example: when a cost center is 
overrunning its third-party spend forecast, identifying the 
specific contracts or services driving the variance 
requires manual analysis rather than being natively 
visible in the planning tool. 

 
3. Outdated Forecasting Methods — The existing tool's forecasting 

logic relies primarily on historical trending and lacks the structural 
capability to incorporate forward-looking transition factors natively. 
Forward-looking adjustments are made through supplemental 
analyses and off-system overlays prepared by subject-matter 
experts. 

 
• Reliance on Historical Trending. The existing tool 

projects future periods primarily as a function of prior-
period actuals, with limited native capability to layer in 
forward-looking adjustments. Example: baseline 
forecasts for an existing program category are extended 
forward using historical run-rates; adjustments for known 
forward-looking changes (new program launches, 
regulatory mandates, customer adoption inflection points) 
are applied manually outside the tool. 

 
• Unable to Account for Energy Transition Trends 

(Gas-to-Electric Conversion). The existing tool does 
not natively model customer migration patterns 
associated with the energy transition. Example: projected 
gas-to-electric conversions (e.g., gas water heating to 
electric heat pumps), and the corresponding shifts in 
gas vs. electric program demand, are estimated through 
separate analyses and manually integrated into the 
planning environment. 
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• No Capability to Forecast Changing Customer 

Behaviors. The existing tool does not natively model 
customer adoption curves for new programs, 
technologies, or rate options. Example: forecasts of EV 
charging program participation, rooftop solar adoption, 
demand response enrollment, and similar behavior-
driven categories are developed in supporting models 
and applied as overlays rather than built into the planning 
tool itself. 

 
4. Structural Planning Limitations — The existing tool's planning 

structure is organized around SAP Cost Element Groups rather 
than around work activities, which limits the granularity of forward 
planning and the integration between operational and financial 
views. 

 
• Cost Element Group Focus vs. Activity-Based 

Planning. The existing tool plans at the cost-element-
group level (categories of spend) rather than at the 
activity level (work × unit cost). Example: a programmatic 
category is planned as a total dollar figure rather than as 
a function of work units (miles trimmed, poles replaced, 
transformers installed) multiplied by unit costs. 

 
• Project Managers Lack Visibility Into Job Cost 

Profiles. Project managers can see total spend but 
cannot easily access the underlying cost profile (e.g., the 
breakdown of labor, materials, third-party services, and 
contingency by activity) within the planning tool. 
Example: a project manager investigating a project cost 
variance cannot easily decompose the variance into 
volume vs. unit-cost components within the existing tool. 

 
• Disconnect Between Operational and Financial 

Planning. Operational metrics (work volumes, units 
installed, customers served) and financial forecasts are 
maintained in separate environments and reconciled 
manually. Example: when an operational forecast shifts 
(e.g., planned line miles for a year are revised), the 
corresponding financial forecast does not update 
automatically based on a unit-cost relationship; instead, 
finance teams update the dollar forecast through a 
separate process. 
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• Lack of Integration Between Job Volume Metrics and 

Cost Profile. The existing tool does not natively link 
work-volume drivers to cost forecasts via unit-cost 
relationships. Example: there is no native price-times-
quantity formula that links a programmatic category's 
planned work units to its cost forecast; the tool stores and 
forecasts dollars rather than performing unit-cost-driven 
calculations. 

 
The new Budget Planning Tool, as described on pages 52-54 of the 
Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-1T, is intended to 
address these limitations by enabling activity-based forecasting, integrated 
operational and financial planning, native scenario and variance analysis, 
and improved third-party cost visibility, as further described on page 3 of 
the Tenth Exhibit to the Prefiled Direct Testimony of Diane E. Perry, 
Exh. DEP-11. 

 
6. The forecasts presented in this proceeding are reliable, and the limitations 

of the SAP BPC described on page 2 of the Tenth Exhibit to the Prefiled 
Direct Testimony of Diane E. Perry, Exh. DEP-11, do not undermine that 
reliability. The basis for that conclusion is the distinction between financial 
planning at the rate-case level and operational forecasting at the monthly, 
project-level, and activity level. These are two related but distinct uses of 
PSE's financial planning environment. 

 
The rate-case forecasts presented in this proceeding represent PSE's best 
estimates of revenue requirements and capital additions for the MYRP 
period, prepared using PSE's standard rate-case forecasting practices. 
They are supported by: 

 
• PSE's audited accounting records and General Ledger as the 

historical baseline; 
 

• subject-matter expert input from operating, finance, and 
regulatory functions for forward-looking adjustments (clean-
energy programs, electrification, customer-behavior shifts, 
capital project schedules); 

 
• corporate finance and management review and approval 

consistent with prior PSE rate proceedings; 
 

• internal governance review through the CSA process for major 
capital initiatives, as described on pages 14-15 of the Prefiled 
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Direct Testimony of Diane E. Perry, Exh. DEP-1T, and reflected 
in the CSA materials supporting each major IT project; 

 
• external audit, where applicable, of historical financial 

information underlying the forecasts. 
 

PSE has used these same forecasting practices and controls in prior 
general rate cases, and the rate-case forecasts in this proceeding are not 
dependent on capabilities the existing tool lacks. 

 
The "inaccuracy in predicting and planning capital expenditures" 
referenced in the data request describes the existing tool's limited ability to 
support project-level estimate refinement (especially before vendor 
selection and detailed scoping) and activity-based forecasting at the work-
unit level. Those limitations are managed in current operations through 
manual analysis, off-system overlays, and reforecasting cycles. They 
affect the granularity, agility, and efficiency of PSE's internal monthly cost 
management, not the reliability of aggregate rate-case forecasts that are 
prepared at the cost-category and account level using the controls 
described above. 

 
As described on pages 52-54 of the Prefiled Direct Testimony of Diane E. 
Perry, Exh. DEP-1T, and on page 3 of the Tenth Exhibit to the Prefiled 
Direct Testimony of Diane E. Perry, Exh. DEP-11, the new tool is intended 
to deliver activity-based forecasting, integrated operational and financial 
planning, native scenario and variance analysis, and improved vendor-
cost visibility. These capabilities are increasingly important as PSE 
manages a larger and more complex capital portfolio and operates within 
a MYRP framework that requires more sophisticated forward-looking 
analysis than legacy tools support. Replacing the existing tool is 
necessary regardless of the reliability of the current rate-case forecasts 
because (i) the existing platform reaches end of mainstream vendor 
support at the end of 2027 (see page 52, lines 3-5, of the Prefiled Direct 
Testimony of Diane E. Perry, Exh. DEP-1T, and page 1 of the Tenth 
Exhibit to the Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-11), 
and (ii) MYRP execution and forward-looking ratemaking impose 
analytical demands that cannot be efficiently met by the current 
environment. 

 
7. PSE has appropriately framed the Budget Planning Tool Project as a non-

discretionary system replacement driven by the announced end of 
mainstream vendor support for the existing SAP BPC platform at the end 
of 2027 (see page 52, lines 3-5, of the Prefiled Direct Testimony of 
Diane E. Perry, Exh. DEP-1T, and page 1 of the Tenth Exhibit to the 
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Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-11) and by the 
analytical capabilities required to support MYRP execution and clean-
energy capital portfolio management. The Budget Planning Tool Project is 
not a discretionary investment requiring quantified ratepayer-savings 
justification beyond the cost. The relevant comparative analysis is not 
"savings vs. project cost" but the cost and risk profile of the proposed 
replacement relative to the available alternatives. 

 
The capability improvements of the Budget Planning Tool supporting more 
accurate forecasting, as documented at on pages 2-3 of the Tenth Exhibit 
to the Prefiled Direct Testimony of Diane, E. Perry, Exh. DEP-11, include: 

 
• Activity-Based (Driver-Based) Forecasting. Replacing the 

existing tool's Cost Element Group orientation with native price-
times-quantity logic linking work-volume drivers to financial 
forecasts. This improves accuracy because forecasts respond 
automatically to operational changes in work volume rather than 
requiring manual reconciliation. 

 
• Integrated Operational and Financial Planning. Eliminating 

the current disconnect between operational forecasts and 
financial forecasts by linking them within a single platform, 
reducing reconciliation lag and the risk of stale or inconsistent 
assumptions across views. 

 
• Native Scenario Modeling and Variance Analysis. Enabling 

rapid evaluation of forecast sensitivity to regulatory, weather, 
customer-behavior, and clean-energy transition variables that 
today require manual off-system overlays. 

 
• Improved Third-Party / Service-Provider Cost Visibility. 

Providing vendor- and service-line-level forecast-vs-actual 
tracking within the planning environment rather than requiring 
manual reconciliation back to SAP detail. 

 
• Workflow Automation and Built-In Review/Approval 

Processes. Reducing manual handoff errors, improving audit 
trail integrity, and enabling more frequent reforecast cycles. 

 
These capabilities are described in further detail on page 3 of the Tenth 
Exhibit to the Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-11. 
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The Budget Planning Tool Project supports the following benefits, as 
documented on page 1 of the Tenth Exhibit to the Prefiled Direct 
Testimony of Diane E. Perry, Exh. DEP-11: 

 
• future cost avoidance by replacing SAP BPC before it enters 

extended support at the end of 2027, avoiding incremental SAP 
extended-support fees that would otherwise apply through 2030; 
and 

 
• regulatory compliance and risk avoidance by enabling the 

forward-looking analytical capabilities required for MYRP 
preparation and execution, including continuous regulatory 
screening and penalty avoidance. 

 
PSE's standard practice for assigning project benefits is to identify 
quantitative benefits only when they meet PSE's threshold for 
measurability and actionability (i.e., when there is a defined method for 
tracking and reporting the benefit at a level of precision suitable for 
accountability). Applying that standard, no monetized quantitative benefits 
have been assigned to this project, and PSE does not assert that the 
project will generate measurable ratepayer savings in excess of 
the $23.5 million projected cost. 

 
The appropriate cost-justification framework is therefore comparative. The 
realistic alternatives to the proposed project are: 

 
• Alternative A — Replace SAP BPC with the New Platform 

(Proposed Approach). Estimated cost approximately 
$23.5 million, placed in service in the first rate year. Avoids 
extended-support cost exposure; provides forward-looking 
analytical capability supporting MYRP execution; mitigates 
operational, security, and compliance risk associated with 
running on an end-of-support platform. Required as a 
prerequisite to the SAP S/4 HANA migration (see pages 53-54 
of the Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-
1T). 

 
• Alternative B — Continue on SAP BPC Under Extended 

SAP Support. Available only through the end of 2030 at 
premium pricing above standard maintenance; provides no new 
functionality; does not address the analytical capability gaps 
identified in this proceeding; does not eliminate the eventual 
need to replace the platform; and the underlying platform will 
reach customer-specific maintenance after 2030. 
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• Alternative C — Continue on SAP BPC Without Vendor 

Support After 2027. Exposes PSE to operational, 
cybersecurity, regulatory-compliance, and audit risks associated 
with operating an unsupported financial planning platform. PSE 
does not consider this a viable alternative. 

 
Of the available alternatives, the proposed replacement is the only path 
that addresses both the vendor-end-of-support driver and the forward-
looking analytical requirements for MYRP execution within a defined cost 
envelope. 

 
As documented on page 1 of the Tenth Exhibit to the Prefiled Direct 
Testimony of Diane E. Perry, Exh. DEP-11, the Budget Planning Tool 
replacement is a prerequisite to the SAP S/4 HANA Migration Project. 
Failing to complete the BPC replacement prior to S/4 HANA cutover would 
either delay the S/4 HANA program (with corresponding cost and risk 
consequences) or require the BPC replacement to be undertaken under 
more constrained circumstances during the S/4 HANA implementation 
window. 

 
8. Yes. PSE awarded the product/software subscription contract for the 

Budget Planning Tool Project and executed a product subscription 
contract on February 25, 2026, with a four-year term and a total contract 
value of $1,812,336.  

 
Table 10. Product Pricing – Subscriptions and Maintenance 

 
Year 1 Year 2 Year 3 Year 4 TOTAL 

$433,197 $446,192 $459,580 $473,368 $1,812,336 
 

The selected product is Anaplan's Connected Planning Platform, 
consistent with the Final Recommendation on page 28 of the Tenth Exhibit 
to the Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-11. 

 
9. PSE did not extend demo invitations based solely on aggregate written-

RFP score; instead, the evaluation team applied a holistic assessment 
that considered (i) total written-response score, (ii) sub-category 
performance against critical capability requirements, (iii) estimated cost, 
and (iv) strategic fit with PSE's existing technology environment. Applying 
that approach, both Oracle America and Workday were not advanced to 
the demo round, while SAP America was, for the reasons described 
below. 
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• Oracle America (Total written score: 63.00%; Estimated 
cost: $1,936,800). Oracle's overall score was relatively close to 
the demo-selection cutoff, but the underlying sub-category 
scoring shown on page 17 of the Tenth Exhibit to the Prefiled 
Direct Testimony of Diane E. Perry, Exh. DEP-11, reflected 
critical weaknesses in two areas central to PSE's technical 
requirements: 

 
• IT Architecture Questions (Section 5.2): Oracle scored 

36.06 percent, placing it in the lowest fill-color band of the 
scoring legend ("Partially meets capability expectation" or 
below). 

 
• Integration Requirements (Section 5.1.4): Oracle scored 

42.00 percent, also in the lowest fill-color band. 
 

In addition, Oracle's estimated cost of $1,936,800 was the 
highest of any bidder: approximately 38 percent above 
Anaplan's $1,407,907 and approximately 19 percent above SAP 
America's $1,633,752. Given the combination of a relatively low 
aggregate score, weakness on critical architecture and 
integration capabilities, and the highest cost in the field, 
advancing Oracle to the demo round was not warranted. 

 
• Workday (Total written score: 65.29%; Estimated cost: 

$1,500,000). Workday's overall score was moderately above 
SAP's, but its sub-category scoring also reflected critical 
weaknesses in areas central to PSE's requirements: 

 
• Integration Requirements (Section 5.1.4): Workday 

scored 38.00 percent, placing it in the lowest fill-color 
band, materially below the field on a category that PSE 
identified as critical given the volume of integrations 
required between the new planning tool and PSE's 
enterprise systems. 

 
• General Software Questions (Section 5.1): Workday 

scored 49.71 percent, also in the lowest fill-color band. 
 

Workday's planning offering (Adaptive Planning) is positioned in the 
market primarily as an extension of its core HR/financials platform 
rather than as a stand-alone enterprise planning specialist, which 
compounded the integration concerns reflected in the scoring. 
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SAP America was advanced to the demo round despite the lower 
aggregate written-response score because SAP did not have any sub-
category scores in the lowest fill-color band on the criteria PSE identified 
as critical, and because PSE's evaluation team determined that an 
incumbent-vendor demonstration would provide a meaningful baseline 
against the non-incumbent finalists. As PSE's existing ERP vendor, SAP 
offers potential implementation advantages that could materially affect 
total cost of ownership and implementation risk, including existing system 
integration experience, staff familiarity with SAP tooling and data 
structures, and reduced training and transition costs, that are not directly 
captured by the written-RFP scoring criteria. Including SAP in the demo 
round allowed PSE to evaluate those potential advantages against the 
technical and functional capabilities of the non-incumbent finalists. 

 
The demo evaluation results, presented on page 18 of the Tenth Exhibit to 
the Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-11, ultimately 
confirmed that the non-incumbent finalists (Anaplan, OneStream, and 
Utilities International) materially outperformed SAP on demonstrated 
capability, and Anaplan was selected as the recommended vendor. 

 
10. PSE assigned 42 evaluators to score the written RFP responses for the 

Budget Planning Tool Project. Of those, 35 reviewers' scores were 
captured and utilized in the evaluation summary presented on page 17 of 
the Tenth Exhibit to the Prefiled Direct Testimony of Diane E. Perry, 
Exh. DEP-11. The remaining seven reviewers' scores were not properly 
captured in the Ariba evaluation system due to a combination of late 
submission timing and a technical issue with the Ariba platform during the 
scoring window, as noted in the footnote on page 17 of the Tenth Exhibit 
to the Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-11. 

 
The footnote on page 17 of the Tenth Exhibit to the Prefiled Direct 
Testimony of Diane E. Perry, Exh. DEP-11, states that "[i]ncluding missing 
results doesn't materially change the above numbers." The basis for that 
statement is the relative robustness of the demo-selection rank ordering 
against the maximum possible swing attributable to seven missing scores. 
Specifically: 

 
• The demo-selection cutoff is the gap between the lowest-

scoring demo finalist (Utilities International, 70.77%) and the 
highest-scoring non-demo vendor (Workday, 65.29%), a margin 
of approximately 5.5 percentage points. 

 
• Seven missing scores out of 42 reviewers represents 

approximately 16.7 percent of the evaluator population. If the 
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seven missing scores had been uniformly favorable to a non-
selected vendor and uniformly unfavorable to a selected vendor 
at the extremes, the maximum mathematically possible swing in 
any vendor's aggregate score would still leave the rank ordering 
substantially intact. 

 
• The ultimate vendor selection — Anaplan, with a total written 

score of 78.32 percent and a subsequent demo evaluation that 
confirmed its capability lead (see pages 18 and 28 of the Tenth 
Exhibit to the Prefiled Direct Testimony of Diane E. Perry, 
Exh. DEP-11) is supported by a margin (Anaplan's 
78.32 percent vs. the non-demo vendors at between 
59.95 percent and 65.29 percent) that is materially larger than 
any plausible swing from the seven uncaptured scores. 

 
For these reasons, PSE's evaluation team concluded that proceeding with 
the captured 35-reviewer dataset would yield the same demo-finalist set 
and the same ultimate selection that would have resulted had all 42 
scores been captured. 

 
11. PSE selected Anaplan as the vendor for the Budget Planning Tool Project, 

and the service selected is Anaplan's Connected Planning Platform, as 
identified on pages 16 and 28 of the Tenth Exhibit to the Prefiled Direct 
Testimony of Diane E. Perry, Exh. DEP-11. Anaplan's Connected 
Planning Platform was determined to provide the best overall combination 
of functional capability, technical fit, total cost of ownership, and 
implementation considerations for PSE's budgeting and forecasting 
requirements. 

 
j. AI Innovation Program: 
 

1. The AI Innovation Program is not replacing any existing technologies. As 
described on pages 55-58 of the Prefiled Direct Testimony of Diane E. 
Perry, Exh. DEP-1T, and the Eleventh Exhibit to the Prefiled Direct 
Testimony of Diane E. Perry, Exh. DEP-12 (CSA0445), the AI Innovation 
Program establishes a new, centralized enterprise framework for 
evaluating, testing, and scaling AI-enabled applications across PSE. Its 
purpose is to provide an enterprise structure where AI initiatives can be 
vetted, piloted, and transitioned into supported production systems under 
standardized governance, security, and regulatory-compliance controls. 
The program comprises the following new components, as described on 
pages 56-57 of the Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-
1T: (i) a centralized intake and prioritization process for AI and application-
development requests; (ii) a standardized proof-of-concept framework with 
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defined success criteria, data governance controls, and performance 
benchmarks; (iii) secure, cloud-based development and testing (sandbox) 
environments; (iv) enterprise-wide governance and foundational controls 
addressing cybersecurity, data privacy, ethical AI use, regulatory 
compliance, and operational reliability; and (v) a cross-functional Product 
Implementation Team. None of these components represents the 
retirement or replacement of an existing PSE technology asset. Because 
no existing technology is being retired or replaced, no early-retirement 
adjustments to depreciation are associated with this program.  

 
2. The AI Innovation Program is structured as a programmatic, multi-year 

effort, as described on pages 55-58 of the Prefiled Direct Testimony of 
Diane E. Perry, Exh. DEP-1T. The program will commence in 2026 and is 
expected to continue through 2030, with capabilities deployed and 
investments placed in service annually as the program's components 
mature (see page 57, lines 11-17, of the Prefiled Direct Testimony of 
Diane E. Perry, Exh. DEP-1T 57). Accordingly, the program has multiple 
in-service events spanning the program's lifecycle, not a single in-service 
date. For purposes of cost recovery in this proceeding, PSE is seeking 
recovery only of the in-service additions placed into service during the 
MYRP period, as defined by the in-service window covered in the Second 
Exhibit to the Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-3. 

 
3. PSE is a regulated investor-owned utility with a defined service territory, 

and PSE does not compete with other utilities for delivered electric or gas 
service to retail customers in that territory. The reference to "maintain 
competitive advantage in the utility industry" on page 2 of the Eleventh 
Exhibit to the Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-12, 
should be understood in the context of the operational, capability, and 
benchmarking dynamics that PSE faces as a regulated utility, rather than 
as a reference to retail-market competition. In that context, the specific 
dynamics relevant to the AI Innovation Program are as follows: 

 
• Talent Competition. PSE competes with technology firms, 

other utilities, consulting and engineering firms, and adjacent 
industries for skilled IT, data science, cybersecurity, and 
operations technology personnel. Modernized capabilities, 
including the structured AI and innovation environment 
described in the Eleventh Exhibit to the Prefiled Direct 
Testimony of Diane E. Perry, Exh. DEP-12, support PSE's 
ability to attract and retain the workforce required to operate an 
increasingly complex utility system. Workforce capability directly 
affects PSE's operational costs and the quality of service 
delivered to customers. 
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• Capital-Markets Benchmarking. PSE competes for capital 

with other utilities and capital-intensive companies. 
Demonstrating modern operational capabilities, sound 
governance, and disciplined technology investment affects 
PSE's credit profile and access to capital on reasonable terms. 
PSE's cost of capital is recovered through customer rates, so 
capital markets' standing has a direct impact on PSE customers. 

 
• Peer-Utility Benchmarking. Utility regulators, customers, and 

other stakeholders increasingly benchmark PSE's operational 
performance, reliability, customer service, and cost outcomes 
against peer utilities. Failing to keep pace with peer-utility 
adoption of operationally beneficial technologies, including AI 
applications in areas such as outage prediction, asset analytics, 
and customer service, would result in PSE underperforming on 
the metrics by which it is measured. The AI Innovation Program 
supports PSE's ability to remain at parity with peer utilities on 
these metrics, which translates into operational and cost 
outcomes for customers. 

 
• Customer-Elective and Behind-the-Meter Alternatives. 

Although PSE provides delivered energy on a non-competitive 
basis within its service territory, customers do have choices in 
adjacent areas (e.g., distributed energy resources (rooftop solar, 
behind-the-meter batteries), demand-response participation, 
energy-efficiency program engagement, EV charging adoption, 
and similar elective programs). Customer participation in these 
programs depends on PSE's ability to deliver responsive, well-
targeted offerings, which, in turn, benefit from the kinds of 
analytical and customer-engagement capabilities the AI 
Innovation Program is designed to support. Higher participation 
in clean-energy and demand-side programs is critical to PSE's 
ability to meet its statutory clean-energy obligations. 

 
In each of these dimensions, "competitive" is appropriately read as 
"benchmarked and capable" rather than as "competing for retail market 
share." The AI Innovation Program is intended to maintain PSE's 
capability and benchmarking position in those dimensions, not to support 
retail-market competition in PSE's regulated service territory. 

 
4. The risk that any centralized framework, once established, could itself 

become misaligned with future technology evolution is a legitimate 
consideration, and PSE does not represent that the AI Innovation Program 
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will remain static or that no future refresh of its components will ever be 
required. The AI landscape is evolving rapidly, and any responsible 
enterprise-technology framework must be designed to evolve with it. 

 
The relevant assurance PSE can provide is structural rather than 
predictive: the AI Innovation Program is designed with features intended to 
make the centralized environment adaptive over time, and the program 
operates within PSE's broader IT and capital governance framework, 
which provides ongoing oversight to prevent fragmented or misaligned 
investment. The specific features supporting adaptability are as follows. 

 
• The Program is Structured Around Process Rather than 

Around Specific Tools. As described on pages 55-58 of the 
Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-1T, the 
AI Innovation Program is built around five components (Pipeline 
Management, Proof-of-Concept Framework, Infrastructure and 
Sandbox Environments, Governance and Foundational 
Controls) and a cross-functional Product Implementation Team. 
None of these components is tied to a specific AI tool, model 
architecture, or vendor. As AI technologies evolve, the 
centralized environment is intended to evaluate, pilot, and 
incorporate new capabilities through the same processes (a 
"prototype-to-production" pathway) rather than requiring a new 
framework each time the underlying technology changes. Tools 
and models are intended to be replaceable within the 
framework; the framework itself is the durable investment. 

 
• Centralized Intake Prevents the Conditions that Produce 

Fragmentation. The Pipeline Management component is 
specifically designed to ensure that AI and application 
development requests across the enterprise are routed through 
a single intake and prioritization process. Departmental attempts 
to bypass this process, which would be the principal mechanism 
by which fragmentation could re-emerge, are inconsistent with 
PSE's IT governance framework described on pages 14-15 of 
the Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-1T, 
under which all technology-related CSAs require CIO review 
and approval to confirm alignment with enterprise IT strategy, 
architecture standards, and cybersecurity requirements. Any 
departmental AI initiative attempted outside the centralized 
program would be identified through this CSA review process. 

 
• Lifecycle Review is Built Into PSE's Standing IT 

Governance. As described on pages 22-25 of the Prefiled 
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Direct Testimony of Diane E. Perry, Exh. DEP-1T, PSE 
conducts annual lifecycle assessments of its IT environment to 
identify required refreshes, updates, and modernization needs. 
The AI Innovation Program's components, including the 
sandbox environments, foundational controls, and tooling, are 
subject to the same lifecycle review process and will be updated 
as needed to remain effective. The expectation is that the 
program will refresh itself rather than be supplanted. 

 
• The Product Implementation Team is Structured for Cross-

Functional Continuity. The cross-functional team described on 
page 56, lines 3-6, of the Prefiled Direct Testimony of Diane E. 
Perry, Exh. DEP-1T, which includes data scientists, architects, 
cybersecurity professionals, and business stakeholders, is 
designed to maintain enterprise visibility into emerging AI use 
cases. This visibility is the practical mechanism by which the 
centralized environment stays aligned with operational needs 
across PSE. 

 
• PSE's General IT and Capital Governance Framework 

Provides Additional Oversight. Independent of the AI 
Innovation Program itself, PSE's enterprise-wide IT governance 
framework discussed on pages 14-15 of the Prefiled Direct 
Testimony of Diane E. Perry, Exh. DEP-1T, which includes 
business-sponsor review, the Corporate Capital Governance 
Process, Enterprise Portfolio Project Management scoring, and 
CIO review for technology-related CSAs, applies to all IT 
investment proposals. This framework serves as a continuous 
backstop against fragmented investment across subject areas 
and would surface any future drift toward decentralized AI 
experimentation. 

 
The relevant question is not whether the AI Innovation Program will 
remain perfectly aligned with AI technology evolution indefinitely (no 
enterprise framework can guarantee that) but whether the program 
reduces the risk of fragmentation relative to the status quo and provides 
governance and lifecycle features sufficient to identify and address future 
misalignment. PSE believes the program meets that test based on the 
design features described above. To the extent future technology 
evolution requires updates to the centralized environment, those updates 
will be subject to PSE's standard CSA and capital governance processes 
and addressed in future planning cycles or rate proceedings as 
appropriate. 
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5. PSE agrees that its retail electric and natural gas customers should pay 
only for plant and capabilities that are used and useful in providing safe, 
reliable utility service to customers. The AI Innovation Program is 
consistent with that standard, properly understood, and PSE's recovery 
request in this proceeding is appropriately scoped to that standard. The 
premises of the data request, however, warrant clarification. 

 
• PSE is Not Seeking Recovery of Speculative AI 

Experiments. The recovery request associated with the AI 
Innovation Program covers the enabling capabilities that 
comprise the centralized framework: governance and 
foundational controls, the proof-of-concept and prototype-to-
production framework, secure infrastructure and sandbox 
environments, and the cross-functional Product Implementation 
Team. (See pages 55-58 of the Prefiled Direct Testimony of 
Diane E. Perry, Exh. DEP-1T, and pages 2-4 of the Eleventh 
Exhibit to the Prefiled Direct Testimony of Diane E. Perry, 
Exh. DEP-12). It does not seek recovery of speculative AI 
projects whose outcomes are unknown. Each individual 
capability that emerges from the framework and is placed into 
production will be evaluated against PSE's standard regulatory 
accounting practices at the time it is placed in service. 

 
• Operational Technology Infrastructure — Including 

Sandbox and Testing Environments — is Used and Useful. 
The sandbox and development environments described on 
page 3 of the Eleventh Exhibit to the Prefiled Direct Testimony 
of Diane E. Perry, Exh. DEP-12, are operational infrastructure 
used by PSE personnel to evaluate, validate, and govern AI 
applications under controlled conditions before deployment to 
production systems. This infrastructure is analogous to other 
operational testing, simulation, and development environments 
that utilities routinely operate and recover through rates, 
including: 

 
• cybersecurity testing and red-team environments; 

 
• IT development, integration-test, and pre-production 

environments supporting all of PSE's enterprise 
applications; 

 
• engineering analysis, modeling, and simulation systems 

used to evaluate grid operations and asset performance; 
and 
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• training environments used for operator and field-

personnel certification. 
 

In each case, the infrastructure is in service and used for its 
intended purpose. The "used and useful" standard examines 
whether the plant itself is operationally available for the function 
it serves, not whether every test or evaluation conducted within 
it produces a commercially deployed outcome. A sandbox 
environment that is operational, governed, and routinely used by 
PSE personnel meets that standard. 

 
• The Framework's "Graduation Criteria" are Themselves the 

Cost-Discipline Mechanism. As described on page 3 of the 
Eleventh Exhibit to the Prefiled Direct Testimony of Diane E. 
Perry, Exh. DEP-12, the Proof-of-Concept Framework 
establishes "clear graduation criteria from POC to production," 
along with defined success criteria, performance benchmarks, 
and ROI measurement tools. The structural purpose of the 
program is precisely to ensure that AI initiatives proceed to 
production deployment only after they have been evaluated 
against defined performance, security, and business-value 
metrics. This gating discipline is the alternative to the 
fragmented approach described on page 2 of the Eleventh 
Exhibit to the Prefiled Direct Testimony of Diane E. Perry, 
Exh. DEP-12, which lacks such gating and therefore tends to 
produce the duplicate investments and inconsistent standards 
the data request references. 

 
• The Phrase "Paid by Ratepayers Rather than Investors" 

Does Not Reflect How Operational Technology 
Infrastructure is Treated Under Utility Accounting. 
Operational technology infrastructure that supports utility 
operations, including IT, cybersecurity, asset analytics, 
customer service systems, and the supporting governance and 
development capabilities, is properly recoverable in rates 
because it is necessary to provide reliable, secure, and efficient 
service to customers. PSE recovers a wide range of 
governance, framework, and enabling-capability investments 
through customer rates, including enterprise IT governance, 
cybersecurity governance, project management offices, 
enterprise architecture functions, and lifecycle management 
programs. The AI Innovation Program is consistent with this 
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established regulatory treatment of enabling-capability 
investments and is not an exception to it. 

 
• The Realistic Alternative is Not "Fund Nothing," and the 

Alternatives are More Costly to Customers. The request 
implicitly contrasts funding the centralized framework against 
funding nothing. The realistic alternatives, however, are: 

 
• Continue With the Fragmented Approach. As 

described on page 2 of the Eleventh Exhibit to the 
Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-
12, fragmented departmental AI experimentation 
produces duplicate investments, inconsistent standards, 
and unmanaged risk. The cost of this approach is borne 
by customers in the form of operational inefficiency, 
redundant tooling spend, cybersecurity exposure, and 
missed cost-savings opportunities. This alternative is 
more expensive than the centralized framework, not less. 

 
• Forgo AI capability entirely. This alternative forgoes 

operational benefits that AI capabilities are demonstrably 
providing in the utility industry, including in outage 
prediction, asset analytics, customer service 
responsiveness, and workforce productivity. Forgone 
operational benefits are also a cost to customers, in the 
form of higher operating costs and lower service quality 
than peer utilities. 

 
The centralized AI Innovation Program is the lower-cost, lower-
risk alternative among these options. The framework's value to 
ratepayers is the avoidance of fragmented-approach costs and 
the realization of governed, scaled AI capabilities and not the 
speculative success of any individual AI experiment. 

 
• Targeted Benefit Metrics are Documented. Page 1 of the 

Eleventh Exhibit to the Prefiled Direct Testimony of Diane E. 
Perry, Exh. DEP-12, identifies a specific target outcome: 
approximately $5 million annually in incremental productivity 
gains, cost avoidance, or revenue enhancement once the 
program is operational. While PSE's standard practice for 
assigning quantitative benefits requires the additional rigor of 
measurability and defined tracking methodology before formal 
benefit assignment, the program is structured around defined 
value-realization expectations, not open-ended experimentation. 
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For these reasons, PSE believes that recovery of the AI Innovation 
Program's enabling-capability investments through customer rates is 
appropriate and consistent with established regulatory treatment of 
operational technology infrastructure. 
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