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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. 096:
REQUESTED BY: Paul Koenig

RE: Al Innovation Program

In regard to the Direct Testimony of Diane E. Perry, page 56, lines 5-8, “A core objective
of the program is to create a repeatable “prototype-to-production” pathway. Under this
model, promising proof-of-concept initiatives are assessed against clearly defined
performance, security, and business-value metrics.”

Has there been a “prototype-to-production” pathway in place for other programs in the
past? If so, please list similar types of programs. If not, please explain why Al innovation
requires a more defined pathway to implementation.

Response:

Puget Sound Energy (“PSE”) has an established enterprise-level governance
framework that applies to all information technology (“IT”) investments, including the
Artificial Intelligence (“Al”) Innovation Program. The Al Innovation Program does not
create a new governance framework; rather, it adds a specialized technical evaluation
layer on top of the existing enterprise governance, specifically tailored to the unique
technical characteristics, risk profile, and evolving regulatory landscape of Al
technologies.

PSE operates a multi-layered enterprise-level IT investment governance framework that
has been applied consistently to every IT investment program addressed in the filing.
The principal components of that framework are described on pages 29-30 of the
Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-1T:

1. Corporate Spending Authorization (CSA) process. For all
Business Enablement initiatives and large-scale Systems
Modernization efforts, PSE prepares business cases through CSA
documents. Each CSA provides an evaluation of the underlying
business need or operational requirement, analyzes alternative
solution options, and assesses the associated risks, costs, and
expected benefits of the proposed course of action. A total cost of
ownership analysis is incorporated into all key decision points. See
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page 15, lines 3-10, of the Prefiled Direct Testimony of Diane E.
Perry, Exh. DEP-1T.

2. Corporate Capital Governance Process. All CSAs are reviewed
and endorsed by designated business sponsors prior to submission
to PSE's Finance Department through the Corporate Capital
Governance Process. Within this governance framework, proposed
investments are evaluated, ranked, and prioritized for inclusion in
the five-year capital plan using PSE's Enterprise Portfolio Project
Management tool, which applies a consistent set of scoring criteria
including regulatory compliance, safety, operational impact,
reputational considerations, financial performance, and equity
objectives. See page 15, lines 11-18, of the Prefiled Direct
Testimony of Diane E. Perry, Exh. DEP-1T.

3. Chief Information Officer (CIO) Review for Technology CSAs.
Technology-related CSAs receive additional review and approval
from PSE's CIO to confirm alignment with the enterprise IT
strategy. See page 15, lines 19-20, of the Prefiled Direct Testimony
of Diane E. Perry, Exh. DEP-1T.

4. Established an IT project governance framework for execution.
All' IT programs in the filing operate under PSE's established IT
project governance framework throughout implementation, which
includes executive oversight, structured reporting, formal approval
processes, milestone reviews, and financial tracking.

Every IT investment program addressed in the testimony operates under this enterprise-
level governance framework. The Al Innovation Program itself operates under this same
framework. Page 58, lines 10-11, of the Prefiled Direct Testimony of Diane E. Perry,
Exh. DEP-1T, confirms that "[t]he program follows PSE's established IT governance and
capital oversight processes." The Al Innovation Program is not an exception to PSE's
enterprise governance framework; it operates within it.

Although PSE's enterprise-level governance framework applies to Al investments the
same way it applies to all IT investments, Al technologies have distinctive technical
characteristics and evaluation requirements that cannot be adequately addressed solely
through the enterprise governance framework. The Al Innovation Program's "prototype-
to-production" pathway adds a specialized technical evaluation layer to the enterprise
governance framework, specifically addressing the unique technical requirements of Al

systems. The principal distinctions are:

1. Al Systems Require Specialized Technical Infrastructure for
Evaluation. The Al Innovation Program's Infrastructure and
Sandbox Environments component (page 56, lines 21-24, of the
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Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-1T) is
necessary because Al models cannot be responsibly evaluated
using the same infrastructure used to evaluate traditional software
applications. Al evaluation requires isolated sandbox environments
where models can be tested against representative data without
affecting production systems, and where adversarial testing (e.g.,
prompt injection testing for generative Al) can be conducted safely.
Traditional software testing environments do not provide the same
isolation and instrumentation for Al-specific testing.

2. Al Evaluation Metrics Differ from Traditional Software
Evaluation Metrics. The Al Innovation Program's Proof-of-Concept
Framework (page 56, lines 17-20, of the Prefiled Direct Testimony
of Diane E. Perry, Exh. DEP-1T) is necessary because Al systems
require evaluation against metrics that do not apply to traditional
software, including model accuracy, bias and fairness across
protected classes, hallucination rates for generative Al, drift
detection, calibration quality, and adversarial robustness.
Traditional software passes or fails a functional specification; Al
systems produce probabilistic outputs that must be evaluated
across multiple dimensions of trustworthiness.

3. Al Data Governance is Distinct from Traditional Data
Governance. The Al Innovation Program's Governance and
Foundational Controls component (page 56, line 25, through
page 57, line 2, of the Prefiled Direct Testimony of Diane E. Perry,
Exh. DEP-1T) addresses Al-specific data governance concerns,
including training data quality, training data lineage, prevention of
training on confidential customer information without appropriate
controls, and ongoing data drift monitoring. These concerns are
distinct from traditional data governance (which focuses on data
quality, retention, and access control) and require a dedicated
methodology.

4. Al Systems Evolve Continuously After Deployment. Unlike
traditional software systems, which change primarily through
planned releases, Al systems can change behavior through
continuous learning, real-world feedback signals, and interactions
with dynamic environments. This makes Al a "living system
requiring continuous governance" rather than a deploy-and-forget
technology, per the National Institute of Standards and Technology
guidance described below. The Al Innovation Program's Pipeline
Management (page 56, lines 13-16, of the Prefiled Direct
Testimony of Diane E. Perry, Exh. DEP-1T) and Product
Implementation Team (page 57, lines 3-6, of the Prefiled Direct
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Testimony of Diane E. Perry, Exh. DEP-1T) components are
designed to support this continuous-governance lifecycle.

5. Al Raises Distinct Ethical and Regulatory Considerations. The
Al Innovation Program's Governance and Foundational Controls
component explicitly addresses "ethical Al use," a category of
concern that is not separately required for traditional software
(page 57, line 1, of the Prefiled Direct Testimony of Diane E. Perry,
Exh. DEP-1T). The rapidly evolving Al regulatory landscape at
federal, state, and agency levels (described below) requires a
specialized governance capability to monitor emerging
requirements and adapt PSE's Al deployment practices
accordingly.

6. Al requires specialized professional capabilities. The Al
Innovation Program's Product Implementation Team (page 57,
lines 3-6, of the Prefiled Direct Testimony of Diane E. Perry,
Exh. DEP-1T) is structured as a cross-functional team including
"data scientists, architects, cybersecurity professionals, and
business stakeholders." The inclusion of data scientists as a distinct
role category reflects the reality that responsible Al evaluation and
deployment require specialized professional skills that are not part
of traditional IT project-delivery roles.

In summary, PSE applies the same enterprise-level governance framework to Al as it
does to every IT investment, including CSA-based business case development,
Corporate Capital Governance review, CIO review for technology investments, and IT
project governance for execution. The Al Innovation Program's "prototype-to-
production" pathway supplements that existing framework with Al-specific technical
evaluation methodology, infrastructure, governance controls, and professional
capabilities. PSE is not creating a new governance framework for Al; PSE is adding a
specialized technical layer tailored to Al's unique characteristics within the existing

framework.

The approach reflected in the Al Innovation Program's "prototype-to-production”
pathway is consistent with authoritative external frameworks and regulatory guidance on
Al deployment in enterprise and critical infrastructure contexts. The principal external
references include:

1. NIST Al Risk Management Framework (Al RMF 1.0) (January 26,
2023). The NIST Al RMF is the authoritative US framework for Al
risk management, released under the National Artificial Intelligence
Initiative Act of 2020. The framework's four core functions
(GOVERN, MAP, MEASURE, MANAGE) structure the Al-specific
governance approach reflected in the Al Innovation Program's
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components. NIST's guidance explicitly recommends that
organizations "integrate with existing frameworks rather than
creating parallel processes" and specifically recommends "pilot
implementation by selecting one Al system or use case to work
through all four functions," consistent with the PSE Al Innovation
Program's prototype-to-production methodology.

2. NIST Al RMF: Generative Artificial Intelligence Profile (NIST-AI-
600-1) (July 26, 2024). NIST released this profile specifically to
address the unique risks posed by generative Al, including
hallucination, contamination of training data, prompt injection, and
distinct confidentiality concerns. The profile provides actions for
generative Al risk management that align with enterprise risk
management goals.

3. NIST Al RMF Profile on Trustworthy Al in Critical Infrastructure
(concept note released April 7, 2026). The profile is being
developed specifically to guide critical infrastructure operators,
including utilities, toward specific Al risk management practices
when engaging Al-enabled capabilities. This emerging critical-
infrastructure-specific guidance directly supports PSE's deployment
of a specialized technical evaluation layer for Al.

The rapidly evolving regulatory landscape supports PSE's establishment of a dedicated
Al governance capability. A specialized technical evaluation layer is necessary to
monitor, evaluate, and adapt PSE's Al deployment practices to this emerging regulatory
landscape, which traditional IT governance is not designed to address.

The reason Al requires the additional specialized "prototype-to-production” technical
layer on top of the enterprise framework is that Al systems have distinctive technical
characteristics, including probabilistic outputs, continuous evolution post-deployment,
specialized evaluation metrics, Al-specific data governance requirements, and
specialized professional capability requirements, that cannot be adequately addressed
through traditional IT project governance alone. This specialized technical layer is
consistent with authoritative external frameworks, including the NIST Al Risk
Management Framework and the emerging NIST Profile on Trustworthy Al in Critical
Infrastructure, as described above.

Please see PSE’s Responses to WUTC Staff Data Requests No. 053, 058, 094, and
097.
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