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I. INTRODUCTION

Please state your name and business address.
My name is Brent Misare, and my business address is 621 Woodland Square Loop
SE, Lacey, WA 98503. My business mailing address is P.O. Box 47250, Olympia,

WA 98504-7250. My email address is brent.misare(@utc.wa.gov.

By whom are you employed and in what capacity?
I am employed by the Washington Utilities and Transportation Commission
(Commission) as an energy/utilities engineer in the Energy Transformation section

of the Regulatory Services division.

Would you please state your educational and professional background?

I hold Bachelor of Science degrees in Physics from University of Colorado at
Boulder and in Electrical Engineering from Colorado School of Mines. I also hold an
associate's degree in Renewable Energy and received training to become a Wind
Turbine Technician from Laramie County Community College. My professional
experience includes over 7 years of operations and maintenance, engineering, and
design of utility-scale electric power and control systems. I have been employed by

the Commission since February 2026.

Have you previously testified before the Commission?

No.
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II. SCOPE AND SUMMARY OF TESTIMONY

What is the purpose and scope of your testimony?

My testimony addresses the electric delivery system investments described in the

testimony and exhibits of Company witness Vargo as well as the large facilities

services projects described in the testimony and exhibits of Company witness Reyes.

I respond to PSE’s request for approval of its planned electrical reliability and

resiliency investments, voltage reduction program, and Bellevue headquarters

buildout.

Please summarize your recommendations.

Staff recommends that the Commission:

1. Remove the following categories of electric reliability and resiliency capital

projects, totaling $462.9 million, from the revenue requirement in this case:

a.

b.

Electric System Upgrades — Resilience Enhancement — Substation
Automation — Transmission Automation

Substation Reliability

. Electric System Upgrades — Fault Circuit Indicators

Electric System Upgrades — Root Cause Analysis

Electric System Upgrades — Bellevue Central Business District

. Submarine Cable

. Meter Network Enhancements

TESTIMONY OF BRENT MISARE Exh. BCM-1T
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1. Cable Remediation
2. Remove from the electric customer growth investments program the $45
million Voltage Reduction project from the revenue requirement in this case.
3. Remove the $56 million Bellevue Headquarters Buildout project from the

revenue requirement in this case.

Please briefly explain Staff’s supporting rationale for its recommendations.
While Staff acknowledges the Company’s efforts to increase electric
resilience/reliability and understands the desire to renovate headquarters, these
projects are not strictly necessary to provide service to customers and maintain grid
operations. In fact, many of the Company’s proposed projects are very expensive and
provide only marginal or very limited benefits to customers as measured by the
Company’s own metrics.

Of the various electric delivery system projects planned as part of the electric
reliability/resiliency program, many are ineffective at reducing outage time and very
cost inefficient for the investment required. The inefficiency of certain portions of
the Company’s proposal is especially apparent when compared to the other projects
proposed as part of the same program that are expected to deliver several times more
benefit for a fraction of the cost as measured by the Company’s metrics. For others,
the benefits are completely outweighed by the cost of implementation of the

program, or they are not definitely or quantitatively provided at all.
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Q. Why is Staff concerned about projects that may not be cost effective or could be
seen as very expensive in exchange for minimal or undocumented benefits?

A. With the sheer scale of the proposed rate increase, as well as the current economic
climate, it is Staff’s position that affordability and mitigating the effects of this rate
case on ratepayers to the extent that is fair and reasonable should be the
Commission’s top priority. Both PSE and its customers are facing significant
demands for their capital and now is not an appropriate time (if there ever is one) to

implement nice-to-have energy programs with unfavorable cost-benefit ratios.

Have you prepared any exhibits in support of your testimony?

Yes. I prepared Exhibit BCM-2, listed above in the List of Exhibits.

III. AFFORDABILITY

Are there general affordability concerns with and among PSE’s ratepayers?
Yes. Affordability is a significant concern for PSE’s ratepayers. This has been
especially true in recent years as inflation, supply shortages, and the general
unaffordability of essentials have put a heavy strain on Washington residents. PSE
proposes to increase electricity rates by roughly 30 percent over the next three years

on top of the recent rate increase of 12 percent in 2026.'? These significant rate

! Wash. Utils. & Transp. Comm’n v. Puget Sound Energy, Dockets UE-260005 & UG-260006, Initial Filing, 1,
92 (Feb. 27,2026).

2Washington Utilities and Transportation Commission, State regulators approve multiple orders impacting
Puget Sound Energy rates. Available at: https://www.utc.wa.gov/news/2025/state-regulators-approve-multiple-
orders-impacting-puget-sound-energy-rates
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increases fall on Washingtonians who have already endured 30%-plus inflation over
the past five years.® Ratepayers are feeling the impacts of the affordability crisis now

more than ever.

Please explain Staff’s affordability concerns with the rate relief PSE requests.
The current rate case is extraordinary. In this case, Company witness Vargo
proposes that PSE, and thus its customers, finance over $3 billion in capital
spending.* It is important to remember that PSE’s territory contains some of the
wealthiest and also some of the most vulnerable zip codes in the state. Based on
PSE’s 2024 Calendar Year Energy Burden Analysis, about 53 percent of PSE’s
electric customer base is low-income, and 21 percent is low-income with a high
energy burden.’ This level of rate increases will profoundly affect those households
as well as many businesses, and many customers higher up the income ladder who
have traditionally not been impacted by increasing electricity bills will also begin to

experience material cost pressures from their utility bills.

Why does Staff’s recommendation include that certain programs can be re-
evaluated in future proceedings?
Staff recommends revisiting some of the programs discussed below in a future GRC

or other proceeding, for multiple reasons. First, the costs of the associated equipment

3 See generally U.S. Bureau of Labor Statistics (April 2026), Consumer Price Index, Seattle area — April 2026,
datasets. Available at: https://www.bls.gov/regions/west/news-release/ConsumerPricelndex_Seattle.htm.

4 Vargo, Exh. MLV-1T at 4:5-17 (including Table 1).

3 Hutson, Exh. TAH-10 at 22.
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may come down in price in the future as the technology becomes more widespread,
making the cost-benefit analysis more favorable. Second, there are additional, hard-
to-quantify benefits of implementing these programs that require more detail and
analysis than what has been provided in this case, such as better management of
distributed energy resources on the network. Finally, the economic strain on
individual ratepayers due to affordability concerns may be less of a concern in future

years.

IV. ELECTRIC RELIABILITY AND RESILIENCY PROGRAMS

A. Overview

What is PSE’s electric reliability and resiliency program?
PSE’s electric reliability and resilience program consists of nine overarching
investment types planned for the multi-year rate plan. These projects are described in

detail in Section III B of Michelle L. Vargo’s testimony.®

What are the goals and outcomes of the electric reliability/resiliency

investments?

¢ Vargo, Exh. MLV-1T at 14-51.
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A. The primary goal of PSE’s electric reliability/resiliency investments is to reduce the
likelihood of electrical outages and allow for faster restoration in the event of

disruption.

What metrics are used to measure the benefits of reliability/resiliency projects?
PSE uses a System Average Interruption Duration Index (“SAIDI”) performance
metric within Company witness Vargo’s testimony.’ This metric describes the
average annual cumulative outage time for each customer served. PSE’s
reliability/resiliency projects’ benefits are measured using annual equivalent SAIDI
minutes avoided. Essentially, this represents the expected average outage time saved

for the average customer per year.

Q. What are PSE’s planned capital investments related to the reliability/resiliency
program and what are the expected benefits?

A. The planned capital investments for PSE’s electrical reliability/resiliency projects
and their associated expected benefits (in annual equivalent SAIDI minutes avoided)
are listed in Section III B of PSE witness Vargo’s testimony.® This data has also been
summarized in Exhibit BCM-2, a portion of which is shown below on Table 1 for

reference.

71d. at 16:10-17:11
8 Vargo, Exh. MLV-IT at 14-51.
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Table 1. Electrical Reliability and Resiliency Projects Costs and Benefits

Electrical Reliability and Resiliency Projects Costs and Benefits Summary
Benefits Capital Investments by Year
Project/Program Annual CMI  |Annual Equivalent S millions
Avoided SAIDI Minutes
(millions) Avoided RY1 RY2 RY3 | Total
Distribution Automation [A] 6.3 5 39 30 36 105
Reclosers [A] 0.7 0.6 3 4 3 10
Automation Transmission Automation [A] 0.4 0.3 4 4 5 13
Substation SCADA [A] 12.4 9.8 14 22 23 59
Total Automation] 198 | 157 | 60 60 _ 67 _ 187 |
Cable Remediation| 12.4 9.8 80 96 114 290
Targeted Reliability'l 12 9.5 63 74 101 238
Substation® [ESU] 0.3 0.2 3 2 2 7
Copper Conductor* [ESU] 0.6 0.5 4 4 4 12
Transmission* [ESU] 2.9 2.3 8 10 11 29
Fusesavers [ESU] 0.5 0.4 3 3 3 9
Electric System Service Transformer Upgrade 3.6 2.9 9 7 11 27
Upgrades [ESU]
Fault Circuit Indicators (FCI) [ESU] N/A 0 0.3 0.3 0.3 0.9
Root Cause Analysis (RCA) [ESU] N/A 0 2 2 2 6
Bellevue Central Business District
(EsU) N/A 0 3 3 3 9
Total Electric Systems Upgrades 79 | 63 | 323 313 363 999 |
Pole Inspection and Remediation| N/A 2.7 16 16 17 49
Submarine Cable 0 0 2 3 23 28
Substation Reliability 0.2 0.2 31 28 29 88
Meter Network Enhancements] N/A 0 7 7 7 21
Major Electric Backbone Projectsl N/A N/A 102 107 112 321
RY1 RY2 RY3 Total
Totals in Millions of Dollars] 393.3 | 422.3 | 506.3 [1321.9
Q. Which electric reliability/resiliency projects provide the most benefit per cost to

ratepayers?

Exhibit BCM-2 shows the expected Annual Equivalent SAIDI Minutes Avoided for

each reliability/resiliency project per million dollars invested and lists the programs

sorted from most to least efficient. The most relevant, easy-to-digest table from

Exhibit BCM-2 is included below as Table 2 for reference.

TESTIMONY OF BRENT MISARE
DOCKETS UE-260005, UG-260006 & UE-260113 (Consolidated)
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Table 2. SAIDI Minutes Avoided per $1 million of Proposed Plant Investment

Total Annual
Cost of Equivalent
Project | SAIDI Minutes
Sorted Average Annual Equivalent SAIDI Minutes (s Avoided for
Avoided per Million & Spent millions) Project
| o166 | Substation SCADA [A] 59 9.8
0.107 Service Transformer Upgrade [ESU] 27 29
0.079 Transmission* [ESU] 29 2.3
0.060 Reclosers [A] 10 0.6
0.055 Pole Inspection and Remediation 49 2.7
0.048 Distribution Automation [A] 105 5
0.044 Fusesavers [ESU] 9 0.4
0.042 Copper Conductor® [ESU] 12 0.5
0.040 Targeted Reliability 238 9.5
0.034 Cable Remediation 290 9.8
0.029 Substation* [ESU] 7 0.2
0.023 Transmission Automation [A] 13 0.3
Substation Reliability 88 0.2
Fault Circuit Indicators (FCI) [ESU] 0.9 0
Root Cause Analysis (RCA) [ESU] 6 0
Bellevue Central Business District [ESU] 9 0
Submarine Cable 28 0
Meter Network Enhancements 21 0

Reading from the table above, the individual programs that provide the most benefit
per cost are Substation SCADA (Automation), Service Transformer Upgrade
(Electric System Upgrades), and Resilience Enhancement — Transmission (Electric
System Upgrades). These programs combined make up only 8.7 percent of the
proposed electric reliability/resilience investments, but they provide 33.9 percent of

the expected benefit (annual SAIDI minutes avoided).

Q. Which electric reliability/resiliency projects provide the least benefit per cost to

ratepayers?

TESTIMONY OF BRENT MISARE Exh. BCM-1T
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A. The individual programs that provide the least quantifiable benefit per cost include:

e (Cable Remediation

e Substation (Electric System Upgrades)

e Transmission Automation (Automation)

e Substation Reliability

e Submarine Cable

e Fault Circuit Indicators (FCI) (Electric System Upgrades)

e Root Cause Analysis (RCA) (Electric System Upgrades)

e Bellevue Central Business District (Electric System Upgrades)

e Meter Network Enhancements

These projects make up a combined 35 percent of the proposed electric

reliability/resilience investments, yet they only provide 23.8 percent of the expected
benefit (SAIDI minutes avoided). When not including the $290 million Cable
Remediation project, this ratio plummets, with the bottom 8 projects totaling 13.1
percent of the investments and only providing 1.6 percent of the expected benefit.
Some of these have minimal or zero provided quantifiable benefit to Washington
ratepayers at all. These lowest ranking programs will be discussed in more detail in

subsection B, below.

B. Individual Program Analysis
1. Substation reliability.
TESTIMONY OF BRENT MISARE Exh. BCM-1T
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TESTIMONY OF BRENT MISARE
DOCKETS UE-260005, UG-260006 & UE-260113 (Consolidated)

Please describe the electric reliability/resiliency program: Substation
Reliability.

PSE’s Substation Reliability program is a preemptive equipment management
program that targets aging substation equipment for maintenance or replacement.
This program focuses on end-of-life replacement of substation assets and is separate

from the Electric System Upgrades — Resilience Enhancement — Substation program.

Is the electric reliability/resiliency program “Substation Reliability” necessary
for grid operations?

No. While this program will reduce outage time for customers and increase
reliability and resiliency for a small number of customers and/or for very short
durations, it is not strictly necessary for grid operations. The program is proactive,

and it targets assets that have not yet failed and are currently completely functional.

What is Staff’s recommendation for the electric reliability/resiliency program
“Substation Reliability?”

The Substation Reliability project only provides an Annual Equivalent SAIDI
Minutes Avoided of 0.2 yet requires an investment of $88 million. Of the proposed
projects for which PSE has provided an estimate of SAIDI minutes avoided, this is
by far the least efficient program. Looking at average annual equivalent SAIDI
minutes avoided per million dollars spent, it is roughly /0 times less efficient than
the next worst option and 50 times worse than PSE’s most cost-effective proposed

programs. For context, this program is asking customers to finance nearly $90

Exh. BCM-1T
Page 11
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million in improvements in exchange for about 12 seconds of reduced outage time
per year each. This equates to nearly $7.5 million per second of avoided outage. The
Commission should incent the Company to explore more efficient options and
programs.

Staff recommends the Commission exclude the full $88 million for the

Substation Reliability project from rate recovery in this case.

2. Transmission Automation.

Please describe the electric reliability/resiliency program: Transmission
Automation.

The Transmission Automation program is one of PSE’s four primary automation
programs planned for the general rate case. This program uses intelligent sensors to
detect and isolate transmission line faults, automatically restoring non-faulted

sections.

Is the electric reliability/resiliency program “Transmission Automation”
necessary for grid operations?

No. While this program will reduce the duration and frequency of customer outages,
it is not necessary for grid operations. PSE’s transmission system is already
completely functional without this automation upgrade, which is being installed to

merely to improve the existing automatic switching method.’

% Vargo, Exh. MLV-8 at 4.
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What is Staff’s recommendation for the electric reliability/resiliency program
“Transmission Automation?”
The Transmission Automation project provides an annual equivalent SAIDI minutes
avoided of 0.3 but requires an investment of $13 million. This is considerably less
effective than the proposed Resilience Enhancement — Transmission program, which
also targets transmission line reliability and produces roughly three times the annual
equivalent SAIDI minutes avoided per dollar spent.

Staff recommends the Commission exclude the full $13 million for the
Transmission Automation project from the revenue requirement in this case with an
understanding that this project is likely to return for re-evaluation in a future

proceeding.

3. Resilience Enhancement — Substation.

Please describe the electric reliability/resiliency program: Resilience
Enhancement — Substation.

PSE’s Resilience Enhancement — Substation program, a sub-program of the Electric
System Upgrades, replaces aging substation getaway cables and installs Dissolved
Gas Analysis monitors for real-time transformer health monitoring. Note that this
program is separate from the Substation Reliability program and the Substation

SCADA program.

TESTIMONY OF BRENT MISARE Exh. BCM-1T
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Is the electric reliability/resiliency program “Resilience Enhancement —
Substation” necessary for grid operations?

No. The program replacing aging yet functional substation equipment and installs
additional monitoring systems, which are not essential for substation operation.
While this program will reduce outage time for customers and increase overall

reliability and resiliency, it is not necessary for grid operations.

What is Staff’s recommendation for the electric reliability/resiliency program
“Resilience Enhancement — Substation?”

The Resilience Enhancement — Substation project requires an investment of $7
million yet only provides an annual equivalent SAIDI minutes avoided of 0.2. Per
dollar spent, this program provides less than one fifth of the benefit per dollar spent
than the Substation SCADA program, which also targets substation reliability.

Staff recommends the Commission exclude the full $7 million for the Resilience
Enhancement — Substation project from the revenue requirement in this case with the

understanding that the project will very likely be re-evaluated in a future proceeding.

4. Submarine Cable.

Please describe the electric reliability/resiliency program: Submarine Cable.

TESTIMONY OF BRENT MISARE Exh. BCM-1T
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The purpose of PSE’s Submarine Cable project is to preemptively address reliability
and resiliency concerns of the four transmission and fifteen distribution marine

crossings that rely on submerged cables to deliver power.

Is the electric reliability/resiliency program “Submarine Cable” necessary for
grid operations?

No. While this program will theoretically reduce outage time for customers and
increase reliability and resiliency, specifically the nearly 18,000 customers served by
submarine cables, it is not strictly necessary for grid operations. This is a proactive
program that targets and replaces submarine cables that are still functional before

they can degrade and cause outages.

What is Staff’s recommendation for the electric reliability/resiliency program
“Submarine Cable?”

While the Submarine Cable project requires an investment of nearly $30 million, the
benefit it would provide in SAIDI minutes avoided is 0.'° Therefore, by PSE’s own
metrics, the program is not expected to avoid any measurable outage time for its
customers, and no other measurable benefit is provided in the main testimony. The

Company has not provided a clear, quantifiable benefit for Washington ratepayers.

10 Vargo, Exh. MLV-1T at 24, Table 5.
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Staff recommends the Commission exclude the full $28 million for the
Submarine Cable project from the revenue requirement in this case with the

understanding that the project will likely be re-evaluated in a future proceeding.

5. Additional electric system upgrades.

Please describe the electric system upgrades to be discussed in this section and
their purpose.
As part of the Electric Systems Upgrades program, PSE has proposed the following:

1. Fault Circuit Indicators (FCI) — This project installs devices to indicate
passage of fault current and help locate faults on distribution circuits.

2. Root Cause Analysis (RCA) — This project investigates causes of high-impact
outages through in-depth analysis to identify and implement systemic
solutions.

3. Bellevue Central Business District — This project addresses reliability
challenges in Bellevue's Central Business District through switch

maintenance and automation.

Are these three sub-projects necessary for grid operations?

No. While these projects will reduce outage time for certain customers and increase
reliability and resiliency, they are not necessary for grid operations. The FCI
program allows for quicker reaction and restoration, but the current system is

completely functional. The RCA program investigates outages to improve future

TESTIMONY OF BRENT MISARE Exh. BCM-1T
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reliability but is not required for the grid to function. The Bellevue Central Business
District program provides remote visibility and control, but is a non-essential

upgrade to the existing SCADA system.

What is Staff’s recommendation for these additional electrical system upgrade
programs?
While Staff supports the idea of improving electrical reliability through improved
infrastructure and investigating root causes of outages, the provided testimony does
not provide a measurable benefit for the implementation of these projects. The three
projects are said to provide minimal avoided SAIDI due to their small geographical
areas of effect and are thus not even listed alongside the other Electrical System
Upgrade program projects in Table 14 of Exh. MLV-1T.!! Additionally, no other
forms of direct quantifiable benefit are given for any of the three, meaning that
ratepayers would be expected to invest nearly $16 million for projects that have not
been shown to be useful for even the small percentage of Washington residents in the
affected areas.

Staff recommends the Commission exclude the full combined $15.9 million
for the FCI, RCA, and Bellevue Central Business District projects from the revenue
requirement in this case with the understanding that the project will be re-evaluated

in a future proceeding.

' Vargo, Exh. MLV-1T at 38, n.13.
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6. Meter Network Enhancements.

Please describe the electric reliability/resiliency program: Meter Network
Enhancements.

The Meter Network Enhancements program is a follow-on investment to PSE’s
completed AMI deployment. It is designed to address unique AMI customer
installations that require customized solutions, decommissioning of the legacy

Automated Meter Reading (“AMR”) network, and network equipment upgrades.

Is the electric reliability/resiliency program “Meter Network Enhancements”
necessary for grid operations?

No. While this program will help reduce outage time for customers and increase
reliability and resiliency, it is not necessary for grid operations. The original

deployment was completed in 2023 and has been functional since that time. !

What is Staff’s recommendation for the electric reliability/resiliency program
“Meter Network Enhancements”?

Both Exh. MLV-T1!? and Exh. MLV-8' provide a general summary of the planned
Meter Network Enhancement project as well as a brief description of its projected

qualitative benefits. Yet neither provides any sort of quantifiable measure of how it

12 Vargo, Exh. MLV-1T at 49:12.
13 Id. at 50:1-8.
14 Vargo, Exh. MLV-8 at 154.
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benefits ratepayers. Thus, lacking even a high-level explanation of potential benefits,
Staff believes this project should be excluded from rates..

Staff recommends the Commission exclude the full $21 million for the Meter
Network Enhancement project from the revenue requirement in this case with the

understanding that the project may be re-evaluated in a future proceeding.

7. Cable Remediation.

Please describe the electric reliability/resiliency program: Cable Remediation.
Cable Remediation is PSE’s program to preemptively and systematically replace
aging underground cables before they fail. The program was expanded in 2025 to

include direct-buried feeder cables.

Is the electric reliability/resiliency program “Cable Remediation” necessary for
grid operations?

No. While this program will reduce outage time for customers and increase
reliability and resiliency, it is not necessary for grid operations. The program is
proactive, and it targets cables that have not yet failed and are currently completely

functional.

What is Staff’s recommendation for the electric reliability/resiliency program

“Cable Remediation?”
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A. Though the Cable Remediation project provides an Annual Equivalent SAIDI
Minutes Avoided of 9.8, far more than any of the previously mentioned projects, it
requires a substantial $290 million investment. This makes it one of the most
expensive proposed reliability/resiliency projects. Cable Remediation alone accounts
for over 20% of the planned reliability/resiliency investments. As a result, the
estimated avoided SAIDI minutes per dollar spent is actually on the lower end of the
scale, with an efficiency less than half that of the top three proposed projects.!?

As previously discussed, times are tough for Washington ratepayers.
Affordability is a concern for most every resident, including PSE’s customers. Based
on the current situation, Staff believes PSE should prioritize projects based on the
needs of its customers over helpful but overly expensive upgrades. We cannot
currently recommend ratepayers pay for a project of this magnitude that is for
expensive, or at the very least non-cost-effective, preemptive maintenance.

Staff recommends the Commission exclude the full $290 million in cost for
the Cable Remediation project from the revenue requirement with the understanding

that the project will very likely be re-evaluated in a future proceeding.

V. ELECTRIC CUSTOMER GROWTH INVESTMENTS

Q. What is PSE’s proposed voltage reduction program?

15 Misare, Exh. BCM-2 at Column R.
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PSE’s voltage reduction program proposes to expand an existing distribution system
energy efficiency methodology called Load Drop Compensation (LDC) and then
transition their distribution system to the more modern Volt-VAR Optimization
(VVO) methodology.'® Both methodologies work as an energy efficiency measure
by more effectively managing voltage fluctuations and slightly reducing voltage
levels at the distribution system so that end use customer appliances run more

efficiently. This reduces overall energy demand and peak demand on the grid.

What is Staff’s recommendation for the Voltage Reduction Program?

Staff recommends the Commission exclude the full $45 million for the Voltage
Reduction Program from the revenue requirement in this case with an understanding
that the program can be reconsidered in a future PSE proceeding. PSE’s own
modeling shows the lifetime benefits of the Voltage Reduction Program are about
half the implementation costs. This means the value of Voltage Reduction Program’s

costs are nearly double the program’s benefits.!”

What about secondary benefits beyond energy efficiency that may come from
implementing the Voltage Reduction Program?

Staff recognizes the potential benefits and cost savings that more intelligent control
of distribution voltage may provide. However, many of those secondary benefits

should have been quantified and accounted for in the cost-benefit analysis

16 Vargo, Exh. MLV-10 at 33.
17 Vargo, Exh. MLV-1T at 71, Table 28; 72, Table 29.
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methodology that PSE is mandated to use, and the proposed program’s very real

costs still outweigh the benefits by almost two to one. !

Q. Why does Staff recommend excluding the Voltage Reduction Program while
noting the program may be revisited in a future case?

A. Staff recommends at least delaying this program and revisiting it in a future PSE
GRC for two reasons. First, as stated earlier in the testimony, the cost of
implementation for the Voltage Reduction Program is not static and may come down
in costs as the technology matures. Second, Staff recognizes the grid is dynamic and
constantly changing and the benefit calculation for both expanding LDC and

implementing VVR may be greater in future GRC’s.

VI. BELLEVUE HEADQUARTERS BUILDOUT

What is the Bellevue Headquarters Buildout project?

PSE plans to comprehensively refresh its Bellevue Headquarters with a large
renovation of the building.!” The projected cost of the renovation project is about
$56 million.?° The renovation project is scheduled to go into the revenue requirement

in Rate Year 2 of the multiyear rate plan in this case.?!

18 Northwest Power and Conservation Council, Method for Determining the Cost-Effectiveness Limit for
Conservation. Available at: https://www.nwcouncil.org/2021powerplan_cost-effective-methodology/.
19 Reyes, Exh. DMR-IT at 8:9.

20 Id. at 9:10.

21 Id. at 3, Table 1.
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Q. What does the headquarters renovation include?
Company witness Reyes provides a list of the proposed scope of work.?? That list
includes bathroom renovations, kitchen updates, larger conference rooms, more

private offices, new furniture, and improved security measures.>

Q. What is Staff’s recommendation regarding the Bellevue Headquarters
Buildout?
A. Staff recommends the Commission exclude the full $56 million buildout costs from

rates. Staff recognizes that PSE has a host of exceptional professionals that maintain
the Company’s operations and infrastructure, and those individuals require facilities
such as a headquarters building; however, given the current climate around customer
affordability, the legislature’s requirements for PSE to pursue large capital spending
programs, and the capital needs of PSE’s frontline operations facilities, the
renovation of the Company’s headquarters should be excluded from the rate periods

in this case.

Please explain Staff’s recommendation.
Staff’s recommendation is based on two factors.

First, and as noted several times in this testimony, the Company’s proposed
rate plan already includes a record capital spending program with correspondingly

large rate increases for customers. This alone exacerbates the affordability challenge

2 1d. at 8:10-18.
BUd.
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already facing PSE customers. In a time when customers face extraordinary cost
increases and it is difficult to afford the cost of the electric or gas bill, PSE’s
headquarters renovation is a lower priority and should be pushed to a future rate
period.

Second, the Company has not provided the information necessary to approve
this project. There is simply not enough information for Staff to support including

the headquarters renovation costs in rates.

Please explain the supporting evidence PSE filed in its initial testimony.
Company witness Reyes provides a high-level summary of the Bellevue
Headquarters Buildout.?* The testimony includes a history of the lease and its basic
terms, a general scope of work for the renovation, and a list of items the building’s
owner agreed to provide.?® The first page of the supporting exhibit, Exh. DMR-5,
contains an allocation of funds by fiscal year, cites future cost avoidance as the
qualitative benefit of the project, and lists “Bellevue Footprint, Employee Impact,
Restoration Expense” as the Risk Summary.?® The following three pages each
contain a one sentence description of the project/outcome; for example, the Proposed
Solution field states: “Based on lease negotiations, we will either perform the defined

restoration or continue the lease on all or selected floors.”?” The last page of the

24 See Dawn M. Reyes, Exh. DMR-1T at 7-9.
B Id.

26 Dawn M. Reyes, Exh. DMR-5 at 1.

Y Id. at 3.
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exhibit contains a list of PSE authorities that approved the headquarters buildout, and

the dates of approval.?®

Why is the information insufficient for Staff to support the Company’s proposal
to include headquarters renovation costs in rates?

Given the significant $56 million impact and ratepayers already-stretched finances,
the record should contain more detailed cost estimates and breakdowns by specific
cost categories. The current record is basically a request for the Commission to
approve a blank check of $56 million for the Company to develop and complete a
headquarters renovation. Staff cannot in good faith recommend the Commission
provide such an approval absent more detailed information. At the most basic level,
cost estimates should at least be supported by documentation or explanations of how

the Company arrived at those estimates for each material category or amount.

Can’t Staff just ask for information through discovery to determine if the
proposal is fair and reasonable?
No. It is not feasible to expect Staff or any other party to review any material project
based on such limited information in a such a short time frame.

Of course, it is theoretically possible for Staff and other parties to issue a
series of data requests to develop a better understanding of the headquarters buildout

or any other project. Staff regularly does proactively request and ask for information

2 Id. at 5.
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through the discovery process; however, Staff does not have the resources to ask or
re-ask the Company to provide foundational supporting evidence on every item in a
rate case. It is the Company’s burden to provide the necessary level of

documentation and evidence in its initial filing to support its request. The Company

failed to meet its burden in this instance.

Is Staff disputing the need for the headquarters renovation or arguing the costs
are illegitimate?

No. As noted above, Staff recognizes that PSE’s operations are complicated and
require a large number of dedicated, highly qualified individuals with unique areas of
expertise and experience. Those individuals require adequate physical space and
facilities to properly perform their duties. The headquarters buildout project likely is
an important priority in the medium- to long-term.

Staff’s recommendation is rooted in the perspective that the headquarters
renovation should be a lower short-term priority given the current environment of
affordability pressures, state energy requirements, and the capital or facilities
upgrades necessary at the Company’s frontline operational centers. The Company
also simply did not provide the detailed information and evidentiary record necessary

to support inclusion of the project in rates at this time.

But what should PSE do about its headquarters buildout?
That is for the Company to decide. There are other options available. For example,

the project could simply be pushed to a future rate period/rate proceeding, or the
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Company could explore a re-scaled version of the buildout that prioritizes certain
projects and upgrades over others and spreads the costs to ratepayers over a longer
period to minimize rate impacts. As Company witness Reyes notes in her testimony,
the Company now holds a favorable lease on the facility through September 2039.%°
PSE is a very capable and well-resourced Company and, from Staff*s experience
working with the Company’s employees and representatives, PSE is more than
capable of exploring and developing headquarters buildout options that better align

with current legislative mandates and account for customer circumstances.

Does this conclude your testimony?

Yes.

2 Reyes, Exh. DMR-1T at 8:4-5
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