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I. INTRODUCTION

Please state your name and business address.
My name is Sophie Major, 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 sophie.major@utc.wa.gov.

By whom are you employed and in what capacity?
I am employed by the Washington Utilities and Transportation Commission

(Commission) as a Senior Regulatory Analyst in the Energy Planning section.

Would you please state your educational and professional background?

I graduated from the University of California, Berkeley in 2022 with a Ph.D. in
Energy and Resources, and in 2017 with a Master of Arts in Energy and Resources. |
graduated with honors from Quest University Canada in 2014, with a Bachelor of
Arts and Science in Interdisciplinary Studies (Sustainability).

Prior to my employment with the Commission, I was Director of the
Graduate Professional Development Office at the University of California, Berkeley,
where I conducted program evaluation research. I have also held research positions
focusing on energy and/or environmental policy at various institutions, including
Lawrence Berkeley National Laboratory and the University of California, Berkeley.

Since joining the Commission in 2025, I have held the positions of Regulatory
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Analyst (July 2025- February 2026), and Senior Regulatory Analyst (February 2026-

Present).

Q. Have you previously testified before the Commission?

No.

II. SCOPE AND SUMMARY OF TESTIMONY

What is the purpose and scope of your testimony?

My testimony serves three purposes. First, it provides analysis and
recommendations for the load forecasts used by Puget Sound Energy (PSE or the
Company), which underpin multiple elements of the rate case.! Second, it evaluates
and responds to the Company’s request to eliminate the requirement to complete a
Distributional Equity Analysis (DEA) for its 80 MW distributed energy resource
(DER) portfolio.? Third, it addresses the Company’s request for a prudency
determination for Firm Capacity Turbines Tranche 1 Turbine Supply Agreement and
Firm Capacity Turbines Tranche 2 Turbine Supply Agreement and raises concerns
about the Company’s analysis of capacity contributions of battery energy storage

systems.>

Q. Please summarize your recommendations.

! Jacobs, Exh. JJJ-1T at 3:8-11.
2 Hutson, Exh. TAH-1T at 24:11-12.
3 Pospisil, Exh. CJP-1HCT at 4:26-28, 6:26-7:6.
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A. With respect to load forecasting, Commission Staff (Staff) recommends that the

Commission order the Company to include the following in its initial filing in all

future rate cases, for both gas and electric load forecasting:

1.

2.

Load forecasting workpapers that include all forecasting inputs and outputs;
Where possible, a copy of the load forecasting models;

Detailed description of all load forecast inputs, variables, and dummy
variables, including specific data sources for each input;

Detailed, step-by-step guide to the load forecasting methodology, with clear
identification of each explanatory variable;

Description and explanation of all methodological changes that were made to
the load forecasting since the Company’s previous rate case filing;
Explanation of all load forecasting validation run on the current rate case load
forecast(s);

Actual results from the load forecast validation and testing, such as data

outputs and/or workpapers.*

Staff further recommends that the Commission issue this order as guidance for all

regulated gas and electric companies, as Staff requires the above information to

adequately analyze all rate case filings.

With respect to the Company’s request to eliminate the requirement to

complete a DEA for its 80 MW DER portfolio, Staff recommends that the

Commission issue penalties to the Company for non-compliance with Commission

4 For one example of how the validation might be represented, see the graphical comparison made between
PSE’s forecasted load and historical actual load provided by Carvallo et al. in Major, Exh. SCM-3 at 414, Fig.

2.
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Order 09 in the 2024 PSE GRC. Staff recommends that the Commission issue
penalties in an amount it finds justified and in the interest of ensuring “services
within the Commission’s jurisdiction are delivered safely, adequately, efficiently,
and at rates and charges that are just and reasonable.”

Staff has four additional recommendations related to DEAs:

1. The Commission should order the Company to submit a compliance filing
due on April 1, 2027, reporting data on distributional equity metrics, where
data is currently collected, for all existing residential-customer-facing
programs.

2. The Commission should order the Company to, in all future rate cases, report
on metrics specified in recommendation number one, described below in
section IV, subsection F, for all existing residential customer facing
programs.

3. The Commission should order PSE to provide an explicit DEA for each
residential-customer-facing program proposed in future rate cases.

4. The Commission should order PSE to explicitly demonstrate that their DEAs
of proposed programs, as well as equity metrics reported on for existing or
past programs, were incorporated into PSE’s programmatic and investment

decision-making for all proposed customer-facing programs.

> Enforcement Policy of the Washington Utilities and Transportation Commission, Docket A-120061, Policy
Statement on Enforcement, 6, § 9 (January 7, 2013) (Enforcement Policy Statement).
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Finally, with respect to the Company’s request for a prudency determination
on Turbine Tranche 1 and Turbine Tranche 2, Staff’s recommendation is to deny

PSE’s request for a Commission determination of prudence at this time.

Have you prepared any exhibits in support of your testimony?
Yes. I prepared Exhibits SCM-2 through SCM-24, listed above in the List of

Exhibits.

III. LOAD FORECASTING

A. Load Forecasting Overview

Q. What is the Company requesting regarding electric load forecasting in this
case?

A. The Company does not have a formal request regarding the load forecasts. However,
the Company’s load forecasts underpin the Company’s rate recovery arguments and
analysis throughout the rate case.® Approval of many of PSE’s rate recovery
proposals therefore requires tacit agreement with its load forecasts. In particular,

PSE’s rate case depends primarily on the F257 electric load and F25 gas load

6 See, e.g., Jacobs, Exh. JJJ-1T at 4:1-19; Pospisil, Exh. CJP-1T, at 9:11-19, 11:13-20; Mickelson, Exh. CTM-
1T at 13:10-21 to 14:1-5; Mickelson, Exh. CTM-4; Tayor, Exh. JDT-1T at 6:19-21 to 7:1-21, 9:3-8; Vargo,
Exh MLV-1T at 7:17-21, 58:5-9.

7 The Company’s name for their 2025 annual load forecasts, also sometimes referred to as F2025 Q4 forecast.
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forecasts,® neither of which have been scrutinized in other proceedings before the

Commission.

What is a load forecast?

Utilities use load forecasts for both electric and natural gas systems to predict how
much energy will be required to meet customer demand in the future. A common
methodology for developing a load forecast is to predict how many customers within
each rate schedule (customer type) will exist on the system and then predict how
much on average each customer will use. Since the entire business model of a utility
is about providing electricity or natural gas to meet the demand on their system, load
forecasts are used systemically across utility decisions. Utilities use load forecasts to
predict how much power or natural gas a utility will need to provide, how much
revenue they will earn from providing that power or natural gas, and whether they
have suitable delivery systems (e.g., power lines and gas pipelines) to bring the
product (power or natural gas) from its source (generation or storage facility) to
customers. They also base capital expenditure on load forecasts, allowing the utility
to plan for acquisition of the additional assets necessary to meet the future needs of

their customers for power or natural gas.

Why, in general, should the Company’s load forecasts matter to the

Commission?

8 Jacobs, Exh. JJJ-1T at 3:7-20, 4:1-19; Jacobs Exh. JJJ-3.
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As a central input to utility planning and operations, load forecasts are a key source
of uncertainty in utility operations. While electricity demand stayed relatively stable
over the 2000s, averaging less than about one percent of the growth per year between
2000 and 2022°, Washington State now faces uncertain and potentially
unprecedented load growth driven primarily by large loads, electric vehicle (EV)
adoption, and electrification. Load forecasts that aim to best predict these changing
trends in demand play a central role in informing the investments of utilities across
the state. The stakes of such investments are high, with over-investment potentially
exacerbating the affordability crisis for Washington ratepayers, and under-
investment risking increased reliability issues. While no load forecast is perfect, it is
possible to assess their validity and integrity. To reduce risks to ratepayers, it is

imperative that the Commission scrutinize the Company’s load forecasts.

Why are the natural gas and electric load forecasts important to this rate case?
The electric and gas load forecasts underpin the Company’s claims about its energy
and capacity needs, and therefore are key to its justification for generation,
distribution, and transmission investments. The load forecast also feeds into the
Company’s resource adequacy analysis, which informs how resource procurements
are expected to contribute to these energy and capacity needs. Further, the load

forecast is essential to the Company’s determination of energy requirements for

° Major, Exh. SCM-2 at 3.
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future CETA compliance.'® Without an effective load forecast, the Company cannot
make a well-justified case for investments to meet capacity, energy, or CETA needs.

In addition to these planning functions, the load forecast is also used in the
rate case as inputs to power cost calculations,!! electric billing determinants,'? gas
billing determinants,'* and delivery.'* In the case of power costs, an inaccurate load
forecast can shift risks onto ratepayers. For example, if a load forecast is higher than
actual load, the Company could over-collect on power costs. Without an accurate
load forecast, key analyses determining rates could be undermined.

The importance of accurate load forecasting is also amplified in the transition
to multi-year rate plans (MYRP). In a one-year rate case, the Company has an
opportunity to adjust load growth assumptions annually and respond to changing
load trends. In a MYRP, the Company may not be ordered by the Commission to
provide annual updates and may instead rely on longer-term projections to cover the
rate case period. Thus, the Company’s load forecast warrants intense scrutiny under
a MYRP. Ultimately, if a relevant load forecast itself is an issue, it would raise

questions about many other elements of the Company’s rate case.

B. Electric Load Forecasting

1. Overview

10 Pospisil, Exh. CJP-1HCT, at 9:11-19, 11:13-20.

' Major, Exh. SCM-21.

12 Mickelson, Exh. CTM-1T at 13:10-21 to 14:1-5; Mickelson, Exh. CTM-4.
13 Tayor, Exh. JDT-1T at 6:19-21 to 7:1-21, 9:3-8.

14 See, e.g., Vargo, Exh MLV-1T at 7:17-21, 58:5-9.
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Q. Does PSE’s present rate case rely on one specific electric load forecast?
A. No. The rate case includes analysis that was informed by multiple-load forecasts. As

Company Witness Craig J. Pospisil states in their testimony:

The resource decisions presented in this testimony were impacted by
resource deficits calculated in the 2021 IRP, the 2023 EPR, and the
2025 Resource Planning Analysis. PSE relied on the 2021 IRP (filed
April 2021) and the 2023 EPR to inform its resource deficits for the
2021 All Source RFP. PSE relied on the 2023 EPR and the 2025
Resource Planning Analysis to inform its resource deficits for the
2024 All-Source RFP.'°

In other words, depending on when the Company completed the underlying

analysis, the Company relied on the most recent load forecast available at the

time. In the case of the 2025 Resource Planning Analysis and the 2024 All-

Source RFP, the company relied on a F24 load forecast. '

Company Witness Jacobs states, however, that the F25 electric forecast is the
key load forecast that was used for the present rate case.!” The Company used the
F25 electric forecast to calculate resource deficits presented in testimony. The
Company also used the F25 electric forecast as an input for power cost calculations'®
and electric billing determinants.'”

Yet, it is unclear whether the Company used load forecasts consistently

across rate case calculations. There are some small divergences in reported total load

across the power costs and F25 load forecast results workpapers, which may be a

15 Pospisil, Exh. CJP-1HCT at 10:8-9.

16 Pospisil, Exh. CJP-1HCT at 11:3-5.

17 Jacobs, Exh. JJJ-1T at 3, 8-11; Jacobs, Exh. JJJ-3.

18 Major, Exh. SCM-21.

19 Mickelson, Exh. CTM-1T at 13:10-21 to 14:1-5; Mickelson, Exh. CTM-4.
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result of inconsistent use of significant figures across calculations.?’ Comparing the
load forecast used in revenue requirement workpapers, however, shows a larger
divergence with F25 results workpapers. The former shows total load to be
23,616,409 MWh for rate year one, while the total reported in the F25 results appears
to be 23,035,100 MWh for the rate year one, from February 2027 to January 2028.%!
While there may be a simple explanation for why the Company included additional
load in the revenue requirement workpapers, this raises a question of whether the

Company’s use of the F25 load forecast is consistent across the rate case filing.

Q. Why have Staff and the Commission not previously scrutinized the F25 Electric
Load Forecast?

A. Rate cases are often informed by load forecasts that have been seen by Staff in a
recent planning filing like an integrated resource plan (IRP). However, because PSE
did not submit a 2025 IRP, Staff has not previously scrutinized the F25 electric load

forecast. 2

Q. What is the most recent electric load forecast that Staff has scrutinized?

20 Major, SCM-21; Jacobs, Exh. JJJ-3 at tab “JJJ-3 p. 2 F25 Electric — Load.”

2 Mickelson, Exh. CTM-4 at tab “Exh CTM-Load Analysis” cell M28; Jacobs, Exh. JIJ-3 at tab “JJJ p. 2 F25
Electric — Load” SUM of cells (L26:L37).

22 Wash. Utils. & Transp. Comm’n v. Puget Sound Energy, Docket UE-240433, Order 01, 6, § 34 (Jul. 11,
2024).
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A. Staff last reviewed PSE’s electric load forecast in the 2023 Electric Progress Report

(EPR) filing. Appendix F to the EPR explains the methodology the Company used in

2023.%

Q. Has PSE made any changes to their electric load forecasting methodologies,
assumptions, or data inputs since the 2023 EPR load forecast?

A. Yes. PSE has made some updates to data and assumptions since the 2023 EPR load
forecast. Staff summarizes the changes disclosed by the Company as follows:

e Economic Data: In the 2023 EPR, PSE used a regional economic model to
produce data on economic growth. For the 2025 F25 electric load forecast,
PSE instead relies on purchased forecasts on Gross Domestic Product and
unemployment from Moody’s Analytics via www.economy.com and the
“Data Buffet.” PSE obtained the F25 electric load forecast data in October
2025. PSE uses the GDP data in its estimation of customer counts and the
unemployment forecast in its forecast of use per customer.?*

e Demographic Data: In the 2023 EPR, PSE used a regional demographic
model to produce data on demographic growth. For the 2025 F25 electric
load forecast, PSE instead uses purchased forecasts on annual population
change in Seattle-Tacoma-Bellevue Metropolitan Statistical Area from
Moody’s Analytics in October 2025.% PSE uses this forecast on population

change in its forecast of customer counts.

23 Pospisil, Exh. CJP-7 at 373-387.
24 Major, Exh. SCM-9 at 1; Major, Exh. SCM-6; Major, Exh. SCM-7.
25 Major, Exh. SCM-9 at 1-2; Major, Exh. SCM-6.
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e Retail Rates: In the 2023 EPR, PSE assumed that retail rates were a driver of
customer usage. For the F25 electric load forecast, PSE removed this
explanatory variable and claims that retail rates are not a good determinant of
usage.?6

¢ Building Permits: The Company added historical and forecasted permits as
a driver of electric customer growth. This data was sourced from Moody’s
Analytics.?’

¢ Electrification Assumptions: The Company also added “load impacts of
electrification through building codes, incentivized and non-incentivized gas-

to-electric conversions. 28

2. Staff Evaluation of PSE’s Electric Load Forecast

Q. Is there reason to believe there may be issues with the validity of the Company’s
load forecasting methodology behind the F25 electric load forecast?

A. Yes. Independent analysis conducted by researchers at Lawrence Berkeley National
Laboratory in 2016 found that PSE’s electric forecasts had consistently over-
estimated load growth. Based on the Company’s 2005 and 2013 load forecasts, the
researchers found that the Company predicted an annual average growth rate

(AAGR) of 1.7 percent for the period from 2006 until 2014. Yet, actual AAGR for

26 Major, Exh. SCM-9 at 1; Major, Exh. SCM-5 at 3-4.
2 Major, Exh. SCM-9 at 1; Major, Exh. SCM-6.
28 Major, Exh. SCM-9 at 1.
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the period was -0.2 percent (i.e., an average decrease in load).?® The researchers also
found that this trend was replicated across numerous utilities, showing a widespread
trend of overestimation of load growth. While this research is based on previous load
forecasts, it raises a concern as to whether PSE continues to overestimate load
growth in its forecasts.

Through data requests, as seen in Exh. SCM-4, Staff learned how closely the
Company’s 2023 EPR load forecast matched actuals. See the Company’s response in
Table 1 below, which shows that EPR23 load forecasted for 2024 and 2025 was
higher than actual total load seen in those two years.

Table 1. EPR23 Forecast Load (Net of Demand-Side Resources) vs. Actual Load*

Year EPR23 Load Actual Total Load | % Variance
Forecast (aMW) (aMW)

2024 2,536 2,529 -0.3%

2025 2,549 2,535 -0.6%

Did PSE’s filing in the present rate case have sufficient data and details for
Staff to evaluate the F25 electric load forecast?

No. The explanation of the electric load forecast submitted by the Company in this
rate case was missing detail about methodology, data inputs, and how PSE tests and

verifies the F25 electric load forecast.’!

The Company’s testimony and relevant
exhibits provided only a brief explanation of how it used the F25 electric load

forecast in the case, a high-level summary of the results, and a hard-coded workpaper

showing only the results of the modeling. To effectively analyze the F25 electric

2 Major, Exh. SCM-3 at 414, Table 4.
30 Major, Exh. SCM-4 at 1.
31 Jacobs, Exh. JJJ-1T at 3:7-20; Jacobs, Exh. JJJ-3.
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load forecast, Staff requires load forecast workpapers, as well as a thorough
explanation of the methodology, data sources, results, validation techniques used by

the Company, and results of those validation tests.

Is this lack of information in the initial filing a concern for Staff?

Yes. As previously stated, the load forecast underpins multiple key elements of the
rate case, including the Company’s case for resource acquisitions, distribution
upgrades, and power costs. The Company bears the responsibility of demonstrating
the validity of their load forecast given that the requested rate increase relies on the
forecast.’ In addition, because the Company has not recently filed an IRP, this rate
case relies on an electric and gas load forecast that was not scrutinized through an
IRP filing to the Commission. The Company’s reliance on a new and untested load
forecast is concerning to Staff. By failing to provide Staff sufficient with
information, the Company ultimately undermines its own case and restricts Staff’s

ability to adequately analyze the filing.

Q. Was Staff able to obtain more information about the F25 electric load forecast
through data requests?

A. Yes. The Company responded to Staff’s multiple data requests for additional
explanation of the F25 electric load forecast. This included providing requested work

papers and explanations of forecast statistical validation and methodological changes

32 See WAC 480-07-540.
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the Company has implemented since the 2023 EPR load forecast. However, this
process was time consuming for Staff, provided Staff with piecemeal documentation,
and ultimately detracted from the limited time Staff had to interrogate the load
forecast. By providing sufficient and clearly communicated evidence to defend its
case in the initial filing, the Company would have saved time for Staff, the

Company, and the other parties reviewing this critical input to the rate case.

Beyond concerns about the initial filing including insufficient detail, does Staff
have concerns about the F25 electric load forecast?

Yes. Staff’s first concern is regarding the data and adjustments used to estimate
residential customers’ use per customer (RUPC). This concern has multiple
components.

First, the Company uses twelve years of historical data, spanning from 2013
to 2024, in their forecast for RUPC.?* This raises questions about how much this
historical data captures recent developments in customer end-uses, including
appliance efficiency gains, end-use electrification, cooling adoption, and at-home EV
charging. Certainly, these trends are at least partially captured in recent years of
usage data from the service territory. For example, data from the U.S. Energy
Information Administration shows that estimated national load from EVs was nearly
fifteen times higher in 2024 compared to 2018.%* In Seattle, a region adjacent to

much of PSE’s electric service territory, heat pump installations surpassed gas and

33 Major, Exh. SCM-7 at Tab 2 “Input — Estimation.”
34 Major, Exh. SCM-19 at 5.
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oil furnace installations beginning in 2013, with the proportion of installs increasing
in subsequent years. In 2024, over 80 percent of the heating systems installed in the
City of Seattle were heat pumps.*> While these examples are not specific to PSE’s
service territory, they demonstrate the trend of heat pump and EV adoption in recent
years, which would be captured in PSE’s recent load data. However, by using twelve
years of data in its model, the Company captures years with varying levels of these
recent end-use changes.

Second, it is unclear how the Company incorporated adjustments and data on
customer end use. The Company claims to have made multiple adjustments to the
forecast results to incorporate changing end uses but initially provided little
explanation for these adjustments.*® Similarly, the Company adds an EV forecast to
its RUPC base forecast with a goal of accounting for EV growth.’” While Staff
agrees with the Company that it is important to account for changing end uses, Staff
is concerned that these adjustments result in double-counting some end-use changes.

As previously noted, the historical data that informs the RUPC forecast
accounts for all changes in end use in historical years. Adding on data adjustments
for end-use changes would only be justified if either 1) the historical data used by the
Company was only from customers who have not adopted EVs, heat-pumps, or other
key end-use changes, or 2) if the Company clearly explained the adjustments and

provided adequate explanation for how their forecast adjustments avoided double

35 Major, Exh. SCM-20 at 5.
36 Major, Exh. SCM-7 at 2.
37 Pospisil, Exh. CJP-7 at Appendix F; Major, Exh. SCM-5 at 2-3.
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counting by accounting for ongoing end-use changes, which already would have

been captured in the growth trends in the historical data.

Did the Company provide any additional explanation of their forecast
adjustments for end uses?
Yes. I requested additional details through data requests on the adjustments the
Company uses to forecast changing end use and EV adoption. The Company asserts
it creates indexes of trends for lighting efficiency and air conditioning based on
Energy Information Administration (EIA) end use estimates. It also states that, “The
trend variables described for average energy intensities are incorporated in the class
and sub-class regression models, but held constant in the forecast period, with the
intention of not double counting the expected impacts of demand side resources and
increased saturation of more efficient appliances.”*® The Company thus
acknowledged the concern of double counting and claims to address this issue
through its use of trend variables. However, the details were not provided by the
Company until a fifth round of data requests, leaving insufficient time for Staff
review. In addition, Staff needs more details to assess whether this method
adequately addresses risks of double counting end use change in the load forecast.
In the case of EVs, the Company also added some details on its methods of
modeling load growth. The Company explains that existing EV load growth is

captured in historical data through the econometric model results, and that the

38 Major, Exh. SCM-22 at 2.
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Company then captures future EV load by adding into the base load forecast an
additional forecast of future EV load.* The Company did not disclose whether it
uses trend variables EV load to avoid double counting. Thus, the Company’s brief
elaboration on its methods does not alleviate Staff’s concerns about possible double

counting of EV load growth.

Q. How might we get a better understanding of what end-use changes are captured
in the historical data?

A. One way for the Company and Staff to better understand more recent trends in the
RUPC is to provide additional forecasting on customer usage based on a more
narrow selection of historical data years. For example, the Company could provide
an iteration of the forecast run on the five most recent years of data, omitting or
adjusting data years from the COVID-19 pandemic which increased residential
customers’ home energy use. This may give a more accurate representation of near-

term future RUPC.

Are there statistical issues with the F25 electric load forecast?
Yes. I also note a concern about the statistical results of the F25 electric load forecast

provided by the Company through data requests on the RUPC model. The r-

1.41

squared*’ measure for the forecast is 0.991.#! A result of 0.991 is extremely unlikely

39 Major, Exh. SCM-23 at 1.

40 R-squared is a statistical metric that measures how well independent variables (s) explain the variance of a
dependent variable in a regression model. The metric can range from 0 to 1, where a result of 1 would mean
that all data points fit the regression exactly.

41 Major, Exh. SCM-7 at tab “Model Stats.”
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in an accurate forecast, as the real world has randomness that should not be well
predicted by the model. For statistics in the non-physical sciences, any r-squared
over 0.9 is highly suspicious, and indicates that the model may be inaccurate due to
overfitting®? or multicollinearity issues.** The Company’s reported r-squared of .99
suggests there may be flaws in the forecasting model. In addition, a visual
representation that the Company shared appears to show actual historical data for
residential usage alongside modeled predictions of load for past years. This visual
shows that the predicted data and actual data are near identical. This further
suggested the forecasting model may be overfit.**

While a close historical fit may look like a good thing, it suggests that the
model may not accurately capture relationships between variables and instead
essentially replicates its training data. If this is the case, the model is not likely to
predict the future accurately. It is possible that time-series econometric models like
the ones used by the Company can have artificially inflated r-squared scores.
However, Staff cannot validate whether the Company’s RUPC model has an
artificially inflated r-squared result. While Staff did not have time to conduct further
investigation into the possible causes of this result (see section above on a deficient

initial filing), it remains a major concern.

42 Qverfitting a model is a condition where a statistical model begins to describe the random error and noise in
the data, rather than relationships between variables. It typically occurs when a model is overly complex and
contains more parameters than can be justified by the data.

43 Multicollinearity occurs when two or more independent variables in a regression model are highly correlated
with each other. This redundancy makes it difficult to isolate the individual effect of each independent variable
on the dependent variable, leading to possible misleading interpretation of results.

4 Major, Exh. SCM-18 at tab “Charts — Fitted Values.”
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Q. Beyond a lack of information provided in the original filing, forecasting of end-
uses, and concern about the RUPC model, does Staff have other concerns about
the F25 electric load forecast?

A. Yes. Staff has concerns about the Company’s choice to use one forecasting
methodology for both long-term (twenty-year) forecasting and for nearer-term (e.g.,
for the rate period in this case) forecasting covering the rate period. PSE uses an
econometric, top-down load-forecasting methodology for their long-term planning.*’
In simplified terms, this approach identifies relationships between economic and
demographic drivers of load, and then forecasts load based on projected economic
and demographic conditions. When forecasting load over the nearer term, the
Company has an opportunity to consider developing a forecast that is informed by
known bottom-up data, rather than relying primarily on econometric trends. For
example, the Company could build a forecast that incorporates actual data on
interconnection requests across customer classes. While there is no consensus on
whether bottom-up or top-down forecasts are inherently more accurate, conducting a
bottom-up forecast could provide insights not possible in an econometric forecast for
the Commission and Company.

More broadly, there may be opportunities for the Company to develop and
use a rate-period load forecast with more granular detail than is feasible in a long-
term forecast. This could include, for example, incorporating substation-level

forecasting data. Providing one or more additional forecasts using alternative

45 Pospisil, Exh. CJP-7 at 374; Major, SCM-9 at 1 (the methods in the F25 forecast are fundamentally the same
as those used in the 2023 EPR).

TESTIMONY OF SOPHIE C. MAJOR Exh. SCM-1T
DOCKETS UE-260005, UG-260006 & UE-260113 (Consolidated) Page 20



10

11

12

13

14

15

16

17

18

19

20

21

methods could provide the Commission with a useful point of comparison, allowing
the Commission to judge the possible benefits and shortfalls of different forecasting
approaches. Staff raises this concern for informational purposes, but declines to

make a specific recommendation to the Commission.

Q. Would PSE providing multiple load forecasts cause confusion in future rate
cases or planning processes?

A. No. Having multiple, inconsistent load forecasts has been identified as an issue in
other rate cases.*® However, if PSE were to introduce a more granular or bottom-up
load forecast in future rate cases, it would not require the Company to work with
multiple inconsistent forecasts. First, the Company and the Commission could use an
alternative rate-period forecast for informational purposes. There are multiple
reasonable approaches to load forecasting, and having multiple forecasts could
enable parties to weigh the strengths of each forecast and deliberate on which
forecast to base the rate case on.

Second, if the Company were to use an alternative load forecast methodology
for a rate period, it need not conflict with the Company’s long-term load forecast
methodology. The Company could opt to use a near-term load forecasting
methodology for the first one to five years of the forecast, and then use the long-term
forecasting methodology for later years. Raising similar concerns about the use of

long-term forecasting methodologies for the rate period, Staff witness Hannah

4 Wash. Utils. & Transp. Comm’n v. Avista Corp., Dockets UE-260007 & UG-260008, Halliday, Exh. HSH-
IT at 8:12-10:10.
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Halliday also recommends that the Company adjust its methodology. Specifically,
witness Halliday recommends that the Company change its weather normalization
methodology for the rate-period climate normal year, moving to a historical only
record.*’

Multiple methodologies can feasibly be used to develop one forecast, if there
is good reason to use one methodology where more data or granular information is
available, and another forecast for years where data is more limited. Staff believes
that it is important that a Company use load forecasts that are consistent across the
Company’s operations, where base assumptions are consistent, but this does not
mean that the load forecast needs to depend on a single methodology for all forecast

years.

Does Staff have any other concerns about the validity of the F25 electric load
forecast?

Yes. The Company did not initially provide in its filing any details on validation
techniques used by the Company to test its forecast. Through data requests, Staff
asked the Company to provide details on the forecast validation it conducted on the
F25 electric load forecast. The Company provided details about the econometric or
statistical validation it runs on its forecast models, about which Staff previously
explained its concerns, as well as a brief explanation of additional checks the load

forecasters conduct in model development and review. One of these additional

47 Halliday, Exh. HSH-1T at 8:4-9:3; 13:3-14:10.
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checks specified is the “Comparison of recent weather-normalized actual
observations of usage, or actual customer count data, with forecast values.”*® The
Company, however, did not provide specific findings from this check. Without more
details from the Company, Staff is unable to verify if the Company has compared
their forecasts against actual data, nor what the results of this validation were. The
exception is the data provided to Staff in DR, which I included above in Table 1.
Without more information, Staff is unable to review the Company’s process for load

forecasting validation and adjustments.

3. Staff Proposal for Electric Load Forecast

What are Staff’s recommendations to the Commission to address the lack of
load forecasting information contained in the initial filing?
Staff recommends that the Commission order PSE to include the following in its
initial filing in all future rate cases, for both gas and electric load forecasting:
1. Load forecasting workpapers that include all forecasting inputs and outputs;
2. Where possible, a copy of the load forecasting models;
3. Detailed description of all load forecast inputs, variables, and dummy
variables including specific data sources for each input;
4. Detailed, step-by-step guide to the load forecasting methodology, with clear

identification of each explanatory variable;

48 Major, Exh. SCM-24 at 2.
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5. Description and explanation of all methodological changes that were made to
the load forecasting since the Company’s previous rate case filing;
6. Explanation of all load forecasting validation run on the current rate case load
forecast(s);
7. Actual results from the load forecast validation and testing, such as data
outputs and/or workpapers.*’
Staff further recommends that the Commission issue this order including guidance
for all regulated gas and electric companies, as Staff requires the above information

to adequately analyze all rate case filings.

Q. Should the Commission order the Company to provide those details in the next
rate cases, even if the Company has provided details on load forecasting in
another filing?

A. Yes. While the Company may provide a detailed explanation of load forecasting
methodology in another filing, such as a long-term planning filing, it is important the
Company provide the above details in each rate case. If the Company provides such
details in another filing, they can re-file relevant documentation with their rate case
if it remains relevant and fulfils the requirements outlined above. Even if elements of
Staff’s recommendation may situationally be duplicative, it is important that 1)
interested parties have clear access to all necessary load forecasting details in the

relevant rate case filing, and 2) the Company submit details of their load forecasting

4 For one example of how the validation might be represented, see the graphical comparison made between
PSE’s forecasted load and historical actual load provided by Carvallo et al. in Major, Exh. SCM-3 at 414, Fig.
2.
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on the record for each rate case. Such details are necessary for Staff’s analysis of the
rate case because adjustments to power costs>® and electric billing determinants®!

across all rate years are impacted by PSE’s F25 electric load forecast.

C. Gas Load Forecasting

1. Staff Evaluation of PSE’s Gas Load Forecast

Q. Has the Company provided sufficient details on their gas load forecast in the
present filing?

A. No. The Company’s initial filing included minimal details on the relevant load
forecast on which it relied for the rate case.>? The Company submitted one exhibit
with electric and gas forecast results.>> As was the case for the electric load forecast,
Staff obtained details on the gas load forecast from the Company through data
requests.>* However, Staff’s analysis of the gas load forecast was constrained due to
the limited time to review the relevant data requests. Staff needed more details about
the gas load forecast in the Company’s initial filing to adequately analyze the gas

billing determinants in this rate case.

30 Major, Exh. SCM-21.

31 Mickelson, Exh. CTM-1T at 13:10-21 to 14:1-5; Mickelson, Exh. CTM-4.

32 Jacobs, Exh. JJJ-1T at 4:1-15; Tayor, Exh. IDT-1T at 6:19-21 to 7:1-21, 9:3-8.
53 Tayor, Exh. JDT-1T at 6:19-21 to 7:1-21, 9:3-8.

>4 Major, Exh. SCM-13.
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In Staff’s limited time to review the gas load forecast, were any issues
identified?

Yes. The RUPC forecast is a key part of the F25 gas load forecast. Like the electric
forecast, the Company ran statistical tests on the gas forecast for RUPC. One of these
tests was the r-squared test, which has a result of 0.993.5° As was explained on pages
18 and 19, this r-squared result is a major concern for the validity of the use per-

customer forecast.

Is there anything else you want to mention about the F25 gas load forecast?

It is worth noting that the Company disclosed through data requests that it did not
use its forecasted residential customer counts in the F25 gas load forecast. The
Company stated, “For F25 forecast used in this proceeding, residential customer
forecast was not modelled. Although model estimates showed moderate growth,
given recent actual trends, major uncertainty and monthly volatility of net customer
additions, PSE assumed zero net customer growth starting 2027 for gas residential
customers.”*® Although Staff does not have analysis to share on this decision of the

Company’s, Staff notes it for informational purposes.

2. Staff Proposal for Gas Load Forecast

55 Major, Exh. SCM-14 at tab “Model Stats.”
36 Major, Exh. SCM-13 at 5.
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Q. What are Staff’s recommendations to the Commission for addressing the lack of
natural gas load forecasting information contained in the initial filing?

A. Staff recommends that the Commission order the Company to provide the details
outlined above for both gas and electric forecasts in future rate cases. Due to
insufficient detail in the Company’s original rate case submission, Staff does not

have specific recommendations for the gas load forecast in the current rate case.

IV.  DISTRIBUTIONAL EQUITY ANALYSIS

A. PSE’s Request

Q. What is the Company requesting regarding Distributional Equity Analysis in
this case?

A. In the testimony of Troy A. Hutson, the Company “proposes eliminating the
requirement to complete a Distributional Equity Analysis for the 80 MW DER
portfolio,”’ referencing the 2022 GRC Final Order 24/20 Appx. A. The Commission
again ordered the Company to complete a DEA for the S0OMW DER portfolio in its

2024 GRC Final Order.>®

B. Background on Distributional Equity Analyses in PSE Rate Cases

37 Hutson, Exh. TAH-1T at 24:11-12.
8 Wash. Utils. & Transp. Comm’n v. Puget Sound Energy, Dockets UE-240004, UG-240005 & UE-230810,
Order 09/07, 57-58, 9 175 (Jan. 15, 2025) (2024 PSE GRC Order).
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What is a Distributional Equity Analysis?

A distributional equity analysis, or DEA, can be broadly understood as any analysis
that evaluates how the impacts, benefits, and/or burdens of programs, policies, or
investments are distributed across different communities of interest or demographic
groups. DEAs are essential to both understanding the status of distributional equity
and to informing actions to advance equitable outcomes in the future. Equally, DEAs
can be useful both for evaluating existing programs and policies, and to evaluating
planned investments or changes to programs and policies. Various methods can lend
themselves to DEA, and best practices for conducting DEAs are still emerging.

One established resource on DEAs is the U.S. Department of Energy’s
Distributional Equity Analysis for Energy Efficiency and Other Distributed Energy
Resources: A Practical Guide (DEA Practical Guide), Exh. SCM-10. The DEA
Practical Guide presents specific best practices for DEAs in the narrow use case of
complementing Benefit-Cost Analyses (BCAs) when evaluating proposed or new
DER projects. As the guide acknowledges, it is meant to be used as a starting point
in an emerging conversation about the concept of DEAs.> While insights from the
guide may be relevant to DEA broadly, its focus on complementing BCAs on DERs
naturally limits its utility in other contexts, including analysis of existing programs or
policies. Consequently, throughout my testimony when Staff refers to DEA, Staff is
referring to the broad concept of DEAs, rather than the specific formulation for

DEAs offered in the DEA Practical Guide.

5 Major, Exh. SCM-10 at v-xi.
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Q. What is the origin of the 80 MW DER DEA that was introduced in the 2022
GRC?
A. The 80 MW DER DEA was part of PSE’s 2022 GRC Settlement Stipulation and

t0 that was adopted by the Commission with conditions.®! In testimony for

Agreemen
the 2022 GRC, Staff found that PSE did not provide enough evidence to show that it
would advance equitable outcomes in its MYRP, nor did the Company demonstrate
the likely equity outcomes that would result from the Company’s proposed
investments.®? Instead, the Company chose only to report on selectively-biased
metrics to show areas where Named Communities perform best. Specifically, Staff
argued that the Company highlighted metrics on reliability in named communities®?,
including System Average Interruption Duration Index (SAIDI) and System Average
Interruption Frequency Index (SAIFI) metrics, to demonstrate the equitable
outcomes of their work. Staff pointed out, however, that these metrics look good
only because named communities tend to be located in densely populated areas, and
that further, SAIDI and SAIFI metrics can obscure customer-level reliability

concerns. Staff also argued that reliability metrics give an incomplete picture of

distributional equity.%*

80 Wash. Utils. & Transp. Comm’n v. Puget Sound Energy, Dockets UE-220066, UG-220067 & UG-210918,
Order 24/10, Appendix A Settlement Stipulation and Agreement on Revenue Requirement and all Other Issues
Except Tacoma LNG and PSE’s Green Direct Program, 27-28, 4/ 50-51 (Dec. 22, 2022).

" Wash. Utils. & Transp. Comm’n v. Puget Sound Energy, Dockets UE-220066, UG-220067 & UG-210918,
Order 24/10, 71-72, 94 234-236 (Dec. 22, 2022) (2022 PSE GRC Order).

2 Wash. Utils. & Transp. Comm’n v. Puget Sound Energy, Dockets UE-220066, UG-220067 & UG-210918,
Navarro, Exh. HEN-1T at 37:16-20; 41:20-25.

63 “Named communities” in this context refers to vulnerable populations and highly impacted communities
together as those terms are defined in RCW 19.405.020(22) & (39).

% Wash. Utils. & Transp. Comm’n v. Puget Sound Energy, Dockets UE-220066, UG-220067 & UG-210918,
Navarro, Exh. HEN-1T at 48:7-55:11.
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As a result, Staff recommended that PSE be required to produce a Baseline
Equity Assessment, where the Company would identify and report data on key
distributional equity metrics, measuring the distribution of current benefits of the
utility’s investments across the service territory, including data on benefits accrued
to named communities and all rate payers. These metrics would then be used in
MYRP annual filings and future rate cases to demonstrate progress towards
achieving equitable outcomes over baseline.®® In testimony, Staff stated, “If PSE
does not measure distributional equity, the Company cannot make informed
investment decisions to advance equitable outcomes, nor will it know if the equitable

outcomes were achieved.”%®

Q. What was the ultimate agreement for distributional equity reporting in the 2022
GRC Settlement?

A. In settlement, the parties agreed to a pared-back version of the baseline equity
assessment, piloting the development of metrics on the Company’s proposed DERs
only. The Settlement agreement states:

PSE agrees to develop methods and process for a pilot distributional
equity analysis, by means that could include, but are not limited to,
the Company hiring a technical expert, consulting literature, and
collaborating with the Settling Parties. The Company will apply the
methods developed to its proposed 80 MW of distributed energy
resources, as proposed in its 2021 IRP and CEIP, as a pilot, updating
the application of these methods to this program as needed upon
possible updates to the program. Within 15 months of the approval of
this MYRP, PSE will file with the Commission a compliance item

8 Wash. Utils. & Transp. Comm’n v. Puget Sound Energy, Dockets UE-220066, UG-220067 & UG-210918,
Navarro, Exh. HEN-1T at 56:5-57:4.
 Wash. Utils. & Transp. Comm’n v. Puget Sound Energy, Dockets UE-220066, UG-220067 & UG-210918,
Navarro, Exh. HEN-1T at 39:14-16.
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documenting the methods and results of the pilot distributional equity
analysis.’’

Thus, the agreement amongst parties, and approved by the Commission, was that
PSE would begin development of comprehensive distributional equity metrics and
data reporting through the 80 MW DER pilot and report the results by March 2024.
The intention was that this pilot would lead to broader data reporting on
distributional equity outcomes across Company programs and projects in subsequent
rate cases. The agreement to develop metrics on proposed programs, however, was a
departure from Staff’s original recommendation to provide baseline data on the

Company’s existing operations and distributional equity impacts.

Did the Commission approve the 80 MW DER DEA Settlement agreement?
Yes. In its final order, the Commission also amended the settlement agreement to
specify that the Commission would lead a collaborative process to establish methods
and standards for distributional equity analysis, requiring the participation of all
Washington investor-owned utilities.®® This amended the settlement agreement
number 51, which specified that this process would follow PSE’s pilot distributional
equity analysis.® The agreed-upon pilot, then, would inform both PSE’s broader

distributional equity analysis and metrics reporting, and the ongoing Commission-led

7 Wash. Utils. & Transp. Comm’n v. Puget Sound Energy, Dockets UE-220066 & UG-220067, Appendix A
Settlement Stipulation and Agreement on Revenue Requirement and all Other Issues Except Tacoma LNG and
PSE’s Green Direct Program, 27, 9 50 (Dec. 22, 2022).

82022 PSE GRC Order at 71-72, 9 232-236.

8 Wash. Utils. & Transp. Comm’n v. Puget Sound Energy, Dockets UE-220066 & UG-220067, Appendix A
Settlement Stipulation and Agreement on Revenue Requirement and all Other Issues Except Tacoma LNG and
PSE’s Green Direct Program, 27,9 51 (Dec. 22, 2022).
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distributional equity process. The DEA would serve as a learning opportunity for the
Company to develop distributional equity metrics and data analysis methods,
ultimately informing comprehensive, organization-wide analysis of the Company’s

distributional equity outcomes.

Q. Did PSE complete the 80 MW DER DEA pursuant to the 2022 GRC
Settlement?

A. No. The 2022 GRC order stated that the 80 MW DER DEA results should be
reported by PSE within 15 months of the effective date of the December 22, 2022
order, establishing a deadline of March 2024.7° PSE failed to complete the 80 MW
DER DEA pilot by the time it filed its 2024 GRC. In PSE’s GRC testimony, filed in
February 2024, the Company explained that they had begun only a small pilot of the
80 MW DER DEA pilot in November 2023, for which the Company intended to
present the results in March 2024.”! PSE claimed in testimony that, after completing
this pilot of the pilot, they would expand the tools or metrics for assessing other PSE
programs.’?

In a compliance filing in March 2024, PSE submitted documentation seeking
acknowledgement of the Company’s progress on its pilot DEA, consistent with the

Commission’s 2022 GRC Order 24/10.7 The filing contained a slide deck that

702022 PSE GRC Order at 71, 4 232.

" Wash. Utils. & Transp. Comm’n v. Puget Sound Energy, Dockets UE-240004, UG-240005 & UE-230810,
Hutson, Exh. TAH-1T at 12:22-13:1; (Feb. 15, 2024).

2 Wash. Utils. & Transp. Comm’n v. Puget Sound Energy, Dockets UE-240004, UG-240005 & UE-230810,
Hutson, Exh. TAH-1T at 12:20-13:4; (Feb. 15, 2024).

3 Wash. Utils. & Transp. Comm’n v. Puget Sound Energy, Dockets UE-220066 & UG-220067, PSE
Compliance Letter, 1 (Mar. 22, 2024).

TESTIMONY OF SOPHIE C. MAJOR Exh. SCM-1T
DOCKETS UE-260005, UG-260006 & UE-260113 (Consolidated) Page 32



10
11
12
13
14
15
16
17
18
19
20

21
22

overviewed two community solar projects selected for the pilot with a total
nameplate capacity of 250 kW, accounting for less than 1 percent of the 80 MW
DER portfolio. The slide deck explained how PSE engaged with the relevant
communities, named some customer benefit indicators (CBIs) that the Company
identified to use as DEA metrics, and reported selected preliminary findings on bill
impacts for one of the programs.’* The Company thus submitted only preliminary
documentation of a DEA on two community solar projects with a total capacity of
250 kW.

In a compliance letter issued in July 2024, Commission Staff found that PSE
was out of compliance with GRC Order 24/10 and stated that PSE needed to expand
the scope of the DEA.” Staff recommended that the issue be addressed in the 2024
rate case.

In a compliance filing later in July 2024, the Company submitted another
slide deck reporting on some distributional equity metrics for the community solar
pilot. In this compliance filing, the Company disputed that they had agreed to
completing the full 80 MW DER DEA pilot. They stated:

In regards to the second concern from staff, PSE disputes the

contention that the settlement term in question required the pilot to

apply a distributional equity analysis to the entire 80 MW. Neither the

settlement term nor the Order contain the word “entire” nor any other

language to specify that the entire amount of distributed solar
resources from the 2025 CEIP target of 80 MW needs to be assessed

" Wash. Utils. & Transp. Comm’n v. Puget Sound Energy, Dockets UE-220066 & UG-220067, PSE
Compliance Letter Attachment 1 (Mar. 22, 2024).

S Wash. Utils. & Transp. Comm’n v. Puget Sound Energy, Dockets UE-220066 & UG-220067, Staff
Compliance Letter, 1-2 (Jul. 7, 2024).
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in the pilot. A pilot is by its very definition an experiment or test
before introducing something more widely.”®

Aiming to reframe the settlement agreement, PSE now claimed that they had agreed

only to conduct a pilot of the 80 MW DER DEA pilot.

Q. How did Staff and the Commission respond to PSE’s failure to complete the 80
MW DER DEA as agreed upon in the 2022 rate case?
A. In testimony submitted in the 2024 GRC, Staff recommended that the Commission
again order the Company to complete the DEA pilot on the 80 MW DER portfolio.
Staff highlighted the importance of the role that distributional equity analysis plays
in decision-making, providing an equity analysis to complement benefit-cost
analyses, as outlined in the DEA Practical Guide. Staff also reiterated the need for
baseline data on equity metrics for existing PSE programs to evaluate the distribution
of customer burdens and benefits in the Company’s existing operations.’’
In the final order for the 2024 GRC, the Commission agreed with Staff that
250 kW was not a substantial sample size and did not meet the agreement of the
2022 GRC. The Commission again ordered the Company to complete a DEA on at
least 80 MW of DERs.”® In their findings, the Commission further stated:
It is appropriate to amend the restrictive language in Final order 24/10
and the Settlement Stipulation of the 2022 GRC Order that removes

references to “Commission-led process” and “request Commission
approval” so that PSE can conduct its DEA analysis on the entire 80

76 Wash. Utils. & Transp. Comm’n v. Puget Sound Energy, Dockets UE-220066 & UG-220067, PSE
Compliance Letter, 1-2 (Jul. 18, 2024).

" Wash. Utils. & Transp. Comm’n v. Puget Sound Energy, Dockets UE-240004, UG-240005 & UE-230810,
Franks, Exh. WF-1T, 11:15-17, 20:9-16 (Aug. 6, 2024).

782022 PSE GRC Order at 57-56, 9 175.
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MW of the DER portfolio and pursue other equity related work while
the Commission formalizes a methodology in Docket A-230217.7°

5 even in the absence of direct Commission guidance on distributional equity.

7 Q. What is the 80 MW DER portfolio made up of?

The Commission made clear in its 2024 decision that the DEA must be completed,

8 A In response to a data request, PSE provided details on the makeup and status of the

9 80 MW DER, as of December 31, 2025, as seen in Table 2.

Table 2. S0OMW DER Portfolio Status Overview?’

Capacity Commercial

Resource Type Description (2025) Operation

Number of

Projects

Counties

MW AC  Date (COD)

Community | PSE Shared solar arrays for |16.225 MW/|[ Established in 8 Whatcom,
Solar owned or|[ subscribing customers 2021 King,
PPA 2023-2025 Thurston,
Pierce, Kittitas
Solar Grants* [Customer| Annual solar installation [1.0318 MW| 2022-2025 40 King, Kitsap,
-owned | funding opportunity for ok Pierce, Skagit,
CBOs, government Thurston,
agencies, and Tribal Whatcom
entities serving historically
marginalized communities
Net Metering [Customer| Customer-owned, behind- | 56.2 MW | April 1, 2024- 6,117 Island, King,
-owned the-meter solar Dec 31, 2025 Kitsap,
interconnected and credited Kittitas, Pierce,
per Rate Schedule 150, Skagit,
installed after PSE’s 4% Thurston,
NEM requirement was Whatcom
reached pursuant to RCW
80.60
792022 PSE GRC Order at 138, 9 504.
80 Reproduction of table provided by the Company in Major, Exh. SCM-11 at 2.
TESTIMONY OF SOPHIE C. MAJOR Exh. SCM-1T
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Resource

Type

Description

Capacity Commercial
(2025) Operation

Number of

Counties

MW AC  Date (COD)

Projects

Solar Energy [Customer| Privately owned solar | 4.933 MW 2025 22 King, Pierce,
Credit*** | -owned | arrays that are paid for Skagit,
export excess kWh to our Whatcom,
system, as outlined in Thurston
Schedule 667.
Multi- Customer| Privately owned solar () Aotk 2025 0 n/a
Occupant | -owned | arrays that export excess
Solar kWh to our system and
share with allocated
customers, as outlined in
Schedule 686

* Formerly Green Power Solar Grants
**0.33131 MW also included in Net Metering total
*** Formerly Solar Export Rate
*#%% Although PSE has no projects currently installed, there are projects in the pipeline.

1 C. PSE’s Equity Requirements

2

3 Q. What work has the Company completed thus far to complete the S0MW DER

4 DEA that the Company was ordered to conduct in the 2024 PSE GRC?

5 A Very little. First, the Company conducted a DEA for two community solar projects.

6 However, these projects cover less than 1 percent of the total original SOMW DER

7 portfolio.

8 Second, the Company reports that it has completed the first four steps of a

9 DEA on Net Energy Metering (NEM).*! NEM makes up approximately 70 percent of
10 PSE’s 80 MW DER portfolio.?? In the NEM docket, the Commission initially

81 Major, Exh. SCM-15 at 1.
82 Hutson, Exh. TAH-1T at 26:11-13.
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ordered the Company to conduct a DEA of the NEM Schedule 150 tariff using the
framework developed in its initial DEA pilot by December 31, 2024, affirming the
2022 GRC Order.®* The Company filed a petition to remove this DEA requirement
from the Commission’s order, to which Staff raised concerns about the Company’s
attempt to delay addressing equitable distribution of benefits from NEM to 2029.34
The Commission nevertheless ordered the Company to complete the DEA. This
time, the Commission specified that the NEM DEA should be informed by the
Washington State Academy of Science Interim Report, and that the first four steps of
the DEA as specified in the DEA Practical Guide should be completed no later than
December 31, 2025.%° As seen in the Company’s response to data request, Exh.
SCM-15, PSE believes it has complied with the UE-231031 Order, and that
completing the DEA would not change their “programmatic direction or tariff
design.”%6

The steps the Company reports to have completed on the NEM DEA refer to
the DEA Practical Guide, which is broken down into seven steps. The first four
steps, which PSE claims to have completed for the NEM DEA, include: 1) establish
a community and stakeholder process, 2) articulate the DEA context, 3) identify

priority populations, and 4) develop DEA metrics. The final three steps outlined in

the DEA Practical Guide are: 5) apply DEA metrics to priority populations, 6)

8 Wash. Utils. & Transp. Comm ’n v. Puget Sound Energy, Docket UE-231031, 2023 Petition Order 01, 6, 9 29
(Feb. 23, 2024).

8 Wash. Utils. & Transp. Comm’'n v. Puget Sound Energy, Docket UE-231031, Staff Memo, 3 (Sept. 26,
2024).

8 Wash. Utils. & Transp. Comm’n v. Puget Sound Energy, Docket UE-231031, 2023 Petition Order 02, 5 at q
19 (Sept. 27, 2024).

%Major, Exh. SCM-15 at 2.
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present and interpret DEA results, 7) and make decisions using DEA and BCA
results.®” With these important final steps of the NEM DEA unfinished, the
Company has completed only the DEA for 250 kW of community solar out of the 80
MW portfolio of DERs.

The Commission did not order the Company to complete the 80 MW
portfolio DEA using the steps outlined in the DEA Practical Guide. However, even
without following the steps of the DEA Practical Guide, the DEA is nowhere near
complete. Except for the 250 kW community solar projects, the Company reported
zero completed data collection or data analysis on metrics to evaluate distributional
equity outcomes of the relevant projects. Community solar projects are highly likely
to produce equitable outcomes since the projects can easily be accessible to renters
and low-income participants. PSE’s failure to complete the DEAs for all other
projects as ordered is concerning, since it highlights the successes of community
solar projects at the expense of potentially obscuring inequities in other portions of

the DER portfolio.

Beyond the Commission order to complete the 80 MW DER DEA, is the
Company otherwise required to incorporate analysis of distributional equity
into its work?

Yes. These orders exist in the context of broader statutory requirements for PSE to

incorporate an equity lens into its operations, including considerations of

87 Major, Exh. SCM-10 at xii-xiii.

TESTIMONY OF SOPHIE C. MAJOR Exh. SCM-1T
DOCKETS UE-260005, UG-260006 & UE-260113 (Consolidated) Page 38



— O O 03N DN K w

—_—

[S—
(\]

13
14
15
16
17
18
19
20
21
22

23

24

25

26

27

28

29

distributional equity outcomes. In 2019, the Clean Energy Transformation Act
(CETA) expanded the definition of public interest to include considerations of
equity:
The legislature recognizes and finds that the public interest includes,
but is not limited to: The equitable distribution of energy benefits and
reduction of burdens to vulnerable populations and highly impacted
communities; long-term and short-term public health, economic, and
environmental benefits and the reduction of costs and risks; and
energy security and resiliency.®
Further, CETA also requires that electric utilities ensure that the benefits and burdens
of the clean energy transition are distributed equitably:
In complying with this section, an electric utility must, consistent with
the requirements of RCW 19.280.030 and 19.405.140, ensure that all
customers are benefiting from the transition to clean energy: Through
the equitable distribution of energy and nonenergy benefits and
reduction of burdens to vulnerable populations and highly impacted
communities; long-term and short-term public health and
environmental benefits and reduction of costs and risks; and energy
security and resiliency.®
Written in statute is a clear requirement that, as of 2019, investor-owned utilities in
the state ensure that the transition to clean energy is distributionally equitable.
Beyond these statutory requirements, the Commission has also repeatedly
made clear that investor-owned utilities must incorporate an equity lens into all
elements of their operations. Most notably, in its Final Order in the 2021 Cascade
rate case, the Commission stated, “Recognizing that no action is equity-neutral,

regulated companies should inquire whether each proposed modification to their

rates, practices, or operations corrects or perpetuates inequities. Companies likewise

88 RCW 19.405.010(6).
8 RCW 19.405.040(8).
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should be prepared to provide testimony and evidence to support their position.””?

The Commission has made clear that it is the responsibility of Companies to conduct
equity analysis on each of their proposed programs, practices, and operational
changes, assessing the impacts of such changes on equitable outcomes. Companies
must also provide clear evidence of their process of equity analysis to the
Commission. Without such documentation, Staff and the Commission are unable to
validate whether the Company has made decision with an equity lens.

The Commission ordered the Company to complete the 80 MW DER DEA as
merely the first step towards the Company meeting its broader obligation to provide
evidence demonstrating its incorporation of equity analysis into all operations. PSE
did not provide adequate evidence of its progress in the 2022 GRC case.’! PSE again
has failed to provide adequate baseline distributional equity data in this case. Staff is
unable to understand the starting point of the distributional benefits and burdens
across the Company’s operations and therefore cannot conduct a thorough analysis

of the equity work of the Company.

Q. Why is distributional equity analysis important to the Company’s compliance
with equity requirements?
A. First, Staff requires consistent distributional equity data to assess the equity

outcomes of PSE’s work. Baseline equity data would give Staff a picture of the

N Wash. Utils. & Transp. Comm’n v. Cascade Natural Gas Corp., Docket UG-210755, Final Order 09, 19,
9 58 (Aug. 23, 2022) (2021 Cascade GRC Order).

o Wash. Utils. & Transp. Comm’n v. Puget Sound Energy, Dockets UE-220066, UG-220067 & UG-210918,
Navarro, Exh. HEN-1T at 37:16-20, 41:20-25.
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starting point of PSE’s equity outcomes since the time CETA was passed. For
example, it would have given Staff an understanding of participation of low-income
customers in PSE’s programs, compared to non-low-income customers.
Subsequently, Staff needs distributional equity data through ongoing reporting at the
program level. This would allow Staff to see if, for example, the proportion of low-
income participation in Company programs was changing over time. Reporting on
equity metrics at the granular program level is essential to understanding the
distributional equity outcomes of the Company's operations.

Second, it is important that the Company show that they are conducting
distributional equity analysis and using such analysis to inform decision making. The
Company must implement an equity lens and improve the distribution of benefits
and burdens in a data-informed and systematic way. Without such analysis guiding
its decision making, PSE may continue to reinforce existing biases or perpetuate
existing inequities. PSE must show that they are making decisions with an eye
towards equity at a portfolio level, across all programs, and also within individual
programs.

Third, and relatedly, it is important to Staff that PSE clearly and
systematically communicate their equity analysis and explain how such analysis has
guided the Company’s decision making. It is not enough that PSE merely report on
equity metrics. PSE must also explain how such metrics are functional and
informative to decision making. It is the Company’s responsibility to develop equity
analysis in a way that forwards the goals of equity requirements, rather than simply

reporting equity data for the purpose of compliance. For Staff to verify if the
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Company is using an equity lens, Staff should be brought into the Company’s
decision making processes, showing how equity analysis is being implemented for
the goal of advancing equity, while also using equity analysis to communicate

whether their actions have led to equitable outcomes.

D. PSE’s Reasons for Not Completing DEAs

What reasoning does PSE provide for not completing the 80 MW DER DEA?
The Company makes several claims about why they have not completed the 80 MW
DER DEA and why they should not be required to complete it. The claims, made in
PSE witness Hutson’s testimony are summarized below:

1. Witness Hutson claims that “Conducting a Distributional Equity Analysis on
the 80 MW DER portfolio will not provide meaningful results that would
differ materially from results of which PSE is already aware, or that would
influence programmatic changes.”®> The Company also claims that the DEAs
have been ineffective thus far in bringing benefits to named communities.”

2. Witness Hutson states that the DEA process is time-consuming and resource
intensive.’* Hutson implies that this is a good reason not to complete DEAs.>

3. Witness Hutson repeatedly claims that DEAs can be constrained by data

availability.”®

2 Hutson, Exh. TAH-1T at 28:3-5.

3 Hutson, Exh. TAH-1T at 24:9.

% Hutson, Exh. TAH-1T at 16:3 and 26:1-4.
% Hutson, Exh. TAH-1T at 26:1-4.

% Hutson, Exh. TAH-1T at 27:17 and 16:3-4.
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4. Witness Hutson also states that it is difficult to establish baselines for
programs at different stages of development, and therefore it is challenging to
complete DEAs.”’

5. Witness Hutson argues that DEAs exemplify the tensions identified in
community and advisory group concerns regarding equity requirements
focusing on technology rather than those in deepest need. Hutson argues that
resources can be better spent to advance community concerns about
affordability and accessibility, instead of conducting DEAs.”® He implies that
the requirement to complete DEAs does not sufficiently respond to
community concerns and that it therefore conflicts with procedural equity.*’

6. Finally, Hutson also states that DEA is most effective for existing programs
with “readily available data, stable operational history, and clear pathways

for program modification based on findings.”!%

E. Staff’s Response

Q. Is there validity to the Company’s claim that “Conducting a Distributional
Equity Analysis on the 80 MW DER portfolio will not provide meaningful
results that would differ materially from results of which PSE is already aware,

or that would influence programmatic changes.”?

7 Hutson, Exh. TAH-1T at 27:18-19.
8 Hutson, Exh. TAH-1T at 28:8-16.
% Hutson, Exh. TAH-1T at 16:4-8.
100 Hytson, Exh. TAH-1T at 27:3-4.
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It is impossible to know whether conducting DEA on the full 80 MW DER portfolio
will yield new insights without doing it. While the existing DEA work the Company
has done on community solar projects likely gives some insights into distributional
equity considerations for other community solar projects, it cannot give specific
insights on other unstudied community solar or DER solar projects. For example,
without completing DEA on the remaining community solar projects, the Company
is unable to evaluate the specific distributional spread of the benefits and burdens of
those programs across different demographics.

Regarding the partially completed NEM DEA, PSE may be making this
claim because they know that NEM programs were not originally designed with
equity in mind. However, simply knowing that a program was not designed with
equity in mind does not give the Company and interested parties insights into the
extent of distributional inequities that have been perpetuated by the program.
Similarly, without specific data reported through a DEA, the Company cannot
effectively track progress towards remedying those distributional equities. Even if
PSE is vaguely aware that a program supports or undermines distributional equity,
that awareness alone does not provide the specificity needed to track equity impacts.
In addition, conducting such DEAs is essential to the recognition justice principle,

ensuring that such inequities do not go unseen.'°!

101 For an explanation of recognition justice, see 2021 Cascade GRC Order at 18,  56.
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Q. What about the Company’s claim that DEAs will not inform programmatic
changes and have thus far been ineffective for bringing benefits to named
communities?

A. This speaks to PSE’s own failure to design and implement DEAs that are actionable,
as well as PSE’s own failure to act on distributional equity data. It is the Company’s
responsibility to design and conduct DEAs in ways that are actionable; the
Commission has made clear that it has not prescribed a certain DEA methodology
that PSE must use.'%? If the Company has found their initial methodology and
approach ineffective, then it is incumbent on PSE to iterate and develop a DEA
methodology that is effective at advancing distributional equity. Further, the
Company has collected distributional equity data over recent years, both through the
250 kW community solar DEAs and otherwise. Their claim that DEAs have been
ineffective for bringing benefits to named communities makes clear to Staff that they
have not adequately accounted for that data in investments, program development,

and decision making.

Q. Is conducting DEAs time consuming? If so, is that a good reason not to complete
DEAs?
A. There is some validity to the Company’s claim that DEAs can be time-consuming to

complete. However, this is not necessarily always the case. The Company has chosen

to approach DEAs using the methodology outlined in the DEA Practical Guide,

1022024 PSE GRC Order at 57, 4 175.
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which specifies seven formal steps that should be followed. Following each of these
discrete steps for each program could be time consuming. However, the Commission
has made it clear that it has not prescribed a specific methodology for the DEA.'%3
Therefore, the Company could have opted to use a defensible alternative
methodology that removed redundancies and/or made the DEA process less time
consuming. Further, even if the Company decided to stick with the DEA Practical
Guide steps, the guide itself outlines multiple areas where the process can be
streamlined to save time.!%

Whether or not it would be time consuming to complete the ordered DEAs,
even if following the DEA Practical Guide methodology, is also not well-supported.
In a Data Request, Staff asked the Company to specify how long it would take for
the Company to complete the DEA on the entire community solar portfolio. The
Company said it did not have a current cost or time estimate for completing the DEA
on the community solar portfolio.!'*

Regardless of the time-consuming nature of the DEA process, the fact that
the process is time-consuming and involved is not a valid justification for failing to
complete a DEA. Many things that are worthwhile can be time-consuming to
complete. The Company’s position on this issue highlights its failure to devote

resources to comprehensively applying an equity lens to their own operations.

1032024 PSE GRC Order at 57, 9 175.
104 Major, Exh. SCM-10 at xiv, 10-11.
195 Major, Exh. SCM-16 at 7.

TESTIMONY OF SOPHIE C. MAJOR Exh. SCM-1T
DOCKETS UE-260005, UG-260006 & UE-260113 (Consolidated) Page 46



10

11

12

13

14

15

16

17

18

19

20

Q. Is there validity to the Company’s claim that their ability to complete DEAs is
constrained by data availability?

A. There are limitations on the existing data the Company has collected. However, as
the Company notes in their NEM filing, the Company already collects key
quantitative distributional equity data.'%®
Through data requests, Staff also inquired about specific data availability

constraints the Company faced in completing DEAs. The Company provided a brief

answer, saying only, “PSE has varying levels of available information and data
across the products that make up the 80 MW Distributed Energy Resources portfolio.

Customer-owned projects do not have production meters, so PSE does not have

access to data on total behind-the-meter energy production and use.”'” The

Company did not elaborate on which portions of the portfolio would be affected by

data restrictions on behind-the-meter energy production. However, many key

distributional equity metrics do not require such data. The Company’s vague
response that it has “varying levels of available information . . . across products” also
does not provide sufficient detail to judge the extent of current data limitations.

However, even if there are data limitations, the Company can take action to solve the

problem and collect additional data. It is reasonable to expect that distributional

equity metric reporting might require the Company to take steps to collect new data.

19 Wash. Utils. & Transp. Comm’n v. Puget Sound Energy, Docket UE-231031, Compliance Filing:
Distributional Equity Analysis on Net Energy Metering, 16 (Feb. 23, 2024).
107 Major, Exh. SCM-11 at 2.
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Is there validity to the Company’s claim that their ability to complete DEAs is
constrained by the challenge of establishing baselines for projects at different
stages of development?

No. A key purpose of conducting DEAS is to establish baseline metrics across a
variety of projects, including projects at various stages of development. The
Company’s claim reinforces the importance of baseline metric reporting across
projects rather than relying on piece-meal data. In addition, reporting the same
metrics on different types of projects is not inherently an issue and does not mean
that projects will be judged inaccurately against each other. The Company can
provide interpretive context to the distributional equity metrics on which it reports,
providing information to interested parties on the history and stage of development
of each project so that they can draw conclusions on the distributional equity

outcomes of a project.

Is there validity to the Company’s claim that community input suggests the
Company focus on other equity projects instead of DEAs or their implied point
that DEAs undermine procedural justice?

No. First, the Company has not made a persuasive case that conducting DEAs has or
would detract from other equity projects. In data requests, Staff asked the Company

to provide an estimate for how long it would take to complete various elements of

Exh. SCM-1T
Page 48
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the 80 MW DER DEA, and the costs that would be associated with doing so. PSE
declined to provide either time or cost estimates.'*

Second, beyond the question of whether completing DEAs would be time or
cost prohibitive, the fact that some advisory group members or community members
do not find value in the DEA process is not a good reason to not complete DEAs.
The uses of data collected through the DEA process may not always be apparent to
advisory or community group members. A key component of conducting a DEA 1is
collecting and reporting on distributional equity data, and this does not need to be a
burden on advisory groups.

Third, as the precise DEA process was not prescribed to the Company for the
80 MW DER DEA, PSE has had the opportunity to adjust its DEA approaches based
on community and advisory group feedback. If one approach has not worked well in
advisory groups, it is within the Company’s power to try a different approach. It is
important to note that witness Hutson’s testimony states that advisory group
members said it would be useful to run a DEA for other community solar
programs.'? It is therefore not the case that advisory groups were broadly against

engaging in DEAs or against PSE engaging in DEAs.

Is there validity to the Company’s claims that DEAs are best reserved for

analysis on established programs?

18 Major, Exh. SCM-15 at 2; Major, Exh. SCM-16 at 7.
109 Hutson, Exh. TAH-1T at 26:12-15.
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A. There is some validity to this claim. It is not possible to report actual data on
distributional equity metrics on projects that do not exist or are merely proposed.
Estimating the distributional equity impacts of proposed projects in quantitative
terms may not always be possible or advisable. Instead, DEAs on proposed projects
can rely on alternative methodologies or assessment techniques to forecast the
expected equity impacts of a proposed project. This would mean DEAs for proposed
projects might not rely on the same metrics that are used to assess existing projects.
However, for new projects that are currently implemented but have not been
established for multiple years, there is no reason for the Company not to conduct
DEAs or report equity metrics. As previously discussed, the Company can provide

interested parties with the context necessary to interpret data on new programs.

Q. Is the Company in compliance with the Commission 2024 GRC Order 09/07 to
complete an 80 MW DER DEA?

A. No. The 2024 GRC Order does not set a specific deadline for completing the 80 MW
DER DEA. However, it can reasonably be inferred that the Order required the
Company fully complete the DEA during the rate period because that is the time
period covered by the order. In its testimony,'!” as well as data responses,'!! the
Company makes it clear that it does not intend to complete the 80 MW DER DEA.
To be in compliance with the Order, it is Staff’s position that the Company would

need to either 1) have completed this DEA by the time of this rate case filing, 2)

10 Hytson, Exh. TAH-1T at 24:11-12.
"1 Major, Exh. SCM-15 at 1; Major, Exh. SCM-16 at 4.
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shown substantial progress towards completing the DEA, or, 3) as outlined in the
2024 GRC Order, notified the Commission of its inability to complete the DEA.!'?
Per the Order, if the Company notified the Commission of inability to complete the
DEA, they were also required to “work with Staff and other interested parties to
come to an agreement on an acceptable sample size for a DEA or submit a request to
amend the requirements as set forth in the 2022 GRC Settlement Stipulation.”'!* The
Company has not shown progress towards completing the DEA, nor has it
communicated its inability to complete the DEA to Staff. Accordingly, Staff
recommends the Commission find the Company out of compliance with the 2024

GRC Order.

Q. Beyond the specific Order for the Company to complete the 80 MW DER DEA,
has the Company fulfilled their general requirement to apply a distributional
equity lens?

A. No. The Company has provided no systematic data analysis or reporting to
demonstrate the use of a distributional equity lens across Company operations and
decision-making. PSE argues that it has demonstrated its work on distributional

equity work by focusing on affordability and advancing affordability programs.!!'*

1122024 PSE GRC Order at 58, 9 175.
1132024 PSE GRC Order at 58, 9 175.
14 Hutson, Exh. TAH-1T at 2:12-19, 28:19-20, 29:1-5.
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Is focusing on affordability programming equivalent to applying a
distributional equity lens or advancing an equitable distribution of energy and
nonenergy benefits and reduction of burdens?

No. While the distribution of financial burdens is arguably a key component of
distributional equity, and one within the Company’s sphere of influence, it does not
holistically capture possible benefits and burdens. For example, it may overlook
questions of distributional equity in participation, the Company’s financial
investment, and energy reliability. If the Company intends to focus on equitable
distribution of financial benefits and burdens, it is not exempt from also considering
other elements of distributional equity.

Further, a focus on financial burdens and benefits must also be supported
through comprehensive baseline and ongoing data collection and reporting across
programs. Baseline metric reporting through a DEA process, including reporting on
energy burden and bill impacts of its programs, will enable the Company to

demonstrate its progress on reducing energy burden in its new programs.

Can you give an example?

Yes. For example, if the Company adjusts an existing program to increase low-
income participation and bill reductions, the Company will be able to demonstrate
the success of such actions by comparing the bill and energy burden impacts of the
program before and after its program updates. Equally, if the Company were to
sunset a program to replace it with one focused on energy burden, the Company

would require baseline data on the sunset program to evaluate the new program
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against, demonstrating that the new program functioned as expected and improved
energy burden outcomes over the sunset program. High-level, companywide metrics
on energy burden are not sufficient to evaluate the Company’s progress on
affordability and energy burden, since customer energy burden will fluctuate
regardless of the Company’s actions as customers’ incomes and energy uses shift.
Program-level metrics provide the necessary data to evaluate whether changes were a

result of the Company’s interventions.

F. Staff Proposal for DEAs

Should the Commission drop the requirements on the Company to complete the
80 MW DER DEA because the Company intends to present a plan for a system-
wide equity analysis?

No. The Company has not provided a detailed plan for system-wide equity analysis
and has stated that a plan is forthcoming in late 2026 or in 2027.''> While Staff does
not oppose the Company’s proposal for a clear and comprehensive framework for
system-wide equity analysis, a plan to develop a future equity plan is plainly
insufficient. Seven years after the imperative for distributional equity was codified in
CETA, the Company should be beyond the planning stage and in the phase of
implementing actions to advance distributional equity based on comprehensive, data-

informed analysis. Although the Commission has not provided explicit guidance on

115 Hutson, Exh. TAH-1T at 30:8-12.
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how DEA should be pursued, the Commission has made it explicitly clear that the
Company must continue to pursue distributional equity.!'®

Further, over the last several years, the Commission has provided PSE
opportunities to learn and iterate on its approach to distributional equity through this
80 MW DER DEA and the NEM DEA.'"7 And as described above, in both cases, the
Company has attempted to delay or dilute these learning opportunities. With this
track record, it is inadvisable for the Commission to trust PSE to present a robust and

adequate system-wide equity analysis plan at a future date.

Q. Has the Company provided any data in this rate case demonstrating that it has
made progress towards advancing distributional equity?

A. Where PSE has provided data on distributional equity in testimony, the data remains,
as it was in the 2022 GRC, piece-meal and subject to selection bias. For example,
witness Hutson again relied on the flawed SAIDI and SAIFI metric data,''® the exact
metrics on which the Company relied, and about which Staff explained the issues in
the 2022 GRC.!"° This reinforces the importance of across-the-board reporting on

distributional equity metrics in rate cases. Unless the Commission has

116 2024 PSE GRC Order at 57-58, 9 174-175.

" wash. Utils. & Transp. Comm’n v. Puget Sound Energy, Dockets UE-240004, UG-240005 & UE-230810,

Order 09/07, 55-58, 9 168-175; Wash. Utils. & Transp. Comm ’n v. Puget Sound Energy, Docket UE-231031,
Order 01 (Feb. 23, 2024); Wash. Utils. & Transp. Comm’n v. Puget Sound Energy, Docket UE-231031, Order
02 (Sep. 27, 2024).

18 Hutson, Exh. TAH-1T at 13:4-9.

" Wash. Utils. & Transp. Comm ’n v. Puget Sound Energy, Dockets UE-220066, UG-220067 & UG-210918,

Navarro, Exh. HEN-1T at 48:7-55:11.
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comprehensive data across programs, both Staff and the Commission remain subject

to the selective data the Company chooses to share.'?°

Q. Does Staff recommend that the Commission again order PSE to complete the 80
MW DER DEA?
A. Not exactly. Ordering again that the Company complete the same portfolio is not the

best path forward for multiple reasons.

First, PSE has repeatedly demonstrated that it is unwilling to complete the 80
MW DER DEA.

Second, the 80 MW DER DEA as imagined in the 2022 Settlement
Agreement and Final Order is now outdated. The original 2022 Settlement
Agreement envisioned the DEA pilot as one to be applied to a proposed portfolio.
Similarly, Staff’s 2024 GRC testimony on the topic recommended that: “The
Company will consult best practices including, but not limited to, those outlined in
the U.S. Department of Energy’s Distributional Equity Analysis for Energy
Efficiency and Other Distributed Energy Resources: A Practical Guide (DEA
Practical Guide).”!?! As previously discussed, the DEA Practical Guide outlines one
possible approach to DEAs, and focuses primarily on DEAs that would complement

BCAs when assessing proposed or new projects.'??> Many of the programs proposed

120 While the Company has reported on some equity related data on CBIs and performance-based regulation
(PBR) metrics in other dockets, these metrics are not equivalent to detailed program level distributional equity
metrics. This is discussed in more detail below.

12 Wash. Utils. & Transp. Comm n v. Puget Sound Energy, Dockets UE-240004, UG-240005 & UE-230810,
Franks, Exh. WF-1T, 2:22-3:3 (Aug. 6, 2024).

122 Major, Exh. SCM-10 at v.
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in the 2021 CEIP, which make up the 80 MW DER portfolio, are now established.!'??
Consequently, the original purpose of the 80 MW DER DEA as a pilot on a proposed

portfolio may no longer be appropriate.'?*

Q. What are Staff’s recommendations to the Commission for addressing the non-
compliance of the Commission’s Order?

A. In light of PSE’s repeated failure to comply with the agreed-upon and Commission-
ordered distributional equity analysis, Staff recommends that the Commission issue
penalties to the Company for non-compliance with Commission Order 09 issued in
the 2024 PSE GRC.

In coming to this conclusion, Staff considered the guidance offered in the
Commission’s Enforcement Policy Statement on the factors the Commission will
consider in deciding the type of enforcement action to take or level of penalty to
impose.'? Staff believes that it is likely that the Company will continue to violate
future distributional equity orders given the Company’s repeated failure to complete
a distributional equity pilot. The Company’s failure to complete the DEA as ordered
likely has resulted in serious harm to the Company’s customers through the
perpetuation of existing distributional inequities. The scale of such impacts is
indeterminant because the Company has not comprehensively reported baseline

metrics nor has it engaged in the ongoing data collection necessary to measure such

123 Major, SCM-11, at 2.

124 It is worth noting, however, that the DEA Practical Guide may remain relevant for evaluating and selecting
programs and projects proposed in the future. For example, it may prove valuable for complimenting BCA on
DERs in the Integrated System Plan (ISP) cost test.

125 Enforcement Policy Statement at 7-9, 9 15-16.
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impacts. The Company also has knowingly failed to comply with both the 2022 GRC
Settlement agreement, as well as the 2024 GRC Final Order.

Further, the Company did not follow the Commission’s explicit directions in
the 2024 GRC order to notify the Commission if the Company was unable to comply
with the 80MW requirement and submit a request to amend the requirements. '
Instead, the Company waited until this rate case to inform the Commission.
Unfortunately, Staff finds this behavior reminiscent of the Company’s 2021 CEIP. In

(1113

that case, the Commission chastised PSE for taking an ““ask for forgiveness rather
than permission” approach[.]”!?” The Commission concluded in that case that
“[PSE]’s violation of WAC 480-100-640 appears willful and intentional and could
harm or compound harm to Named Communities. Rather than seek an exemption
prospectively, the Company submitted a CEIP that failed to comply with WAC 480-
100-640 paragraphs (5) and (6).”!?® While the Commission exercised it discretion
and declined to issue penalties in that case, Staff finds this highly relevant evidence
of PSE’s past performance and noncompliance,'?* specifically related to regulations
intended to ensure progress in distributional equity.

Staff recommends that the Commission issue penalties in an amount it finds

justified and in the interest of ensuring “services within the Commission’s

126 2024 PSE GRC Order at 58, 9 175 (“ If PSE cannot satisfy this 80 MW requirement as it agreed to in the
2022 GRC, we order PSE to notify the Commission of this inability, and to work with Staff and other
interested parties to come to an agreement on an acceptable sample size for a DEA or submit a request to
amend the requirements as set forth in the 2022 GRC Settlement Stipulation.”).

127 In re Puget Sound Energy Clean Energy Implementation Plan Pursuant to WAC 480-100-640, Docket
UE-210795, Order 08, 67, § 150 (June 6, 2023) (2021 PSE CEIP Order).

128 2021 PSE CEIP Order at 67, 9 149.

129 Enforcement Policy Statement at 9.
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jurisdiction are delivered safely, adequately, efficiently, and at rates and charges that
are just and reasonable.”!3°

In determining the timeframe of the penalties, the 2024 GRC Final Order
does not specify an exact date for the Company to complete the ordered DEAs.
However, it is reasonable to infer that the Commission’s Order required the DEAs to
be completed during the relevant rate period, and the Company should have
demonstrated completion or near completion of the DEAs at the time of the filing of
this subsequent rate case. Staff therefore suggests that the Commission assess

penalties for non-compliance beginning on the date of the Company’s rate case

filing, February 27, 2026.

What are Staff’s recommendations to the Commission for addressing the gap in
distributional equity analysis?

Staff’s recommendation on implementing DEA is fourfold.

What is Staff’s first recommendation for the Commission on distributional
equity analysis?

Staff’s first recommendation is as follows:

Recommendation 1. The Commission should order the Company to submit a
compliance filing due on April 1, 2027, reporting data on distributional equity

metrics, where data is currently collected, for all existing residential-customer-facing

130 Enforcement Policy Statement at 6, 9 9.
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programs.'®! The reported data should be filed in a single Excel workbook. This must
cover the most recent data year and all back-data available on the metrics for each
available project/program. The reported data must cover, but is not limited to,
residential customer programs in the following areas: distributed energy resources
(DERSs); demand response (DR), including time-of-use (TOU) and time-varying rates
(TVR); transportation electrification (TE); energy efficiency (EE); and bill
assistance/affordability. The Company must report data for the following metrics for
each individual program, incentive, or rebate:

e Participation (reported in number of households per year)

e Company spend for program (reported in total number of dollars per year)!?

e Bill savings for participants (reported in total number of dollars per year)'

e Energy burden reduction for participants (reported in average percentage of

annual energy burden reduction per household)

In addition to reporting each metric for all participants and program total
spend for all participants, the Company must also report data on each metric for the
following populations for each program:

)34

e Highly Impacted Communities (HIC

e Non-HIC (for comparison with HIC)

131 This date was selected to give the Company over two months to complete the requirement, but also to
ensure the requirement is completed by the time the 2027 ISP is filed.

132 With access to raw data on total number of dollars spent, Staff can easily calculate percentage spend for
each population of interest.

133 In the case of rebates or incentives, this should be expressed as total savings for participants, rather than bill
savings.

134 As defined by CETA, ““Highly impacted community’ means a community designated by the department of
health based on cumulative impact analyses in RCW 19.405.140 or a community located in census tracts that
are fully or partially on ‘Indian country’ as defined in 18 U.S.C. Sec. 1151.” RCW 19.405.020(22).
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e Vulnerable populations'??
e Non-vulnerable populations (for comparison with vulnerable populations)
e Low-income'*
e Non-low-income (for comparison with low-income)
e Highest need (low-income and high energy burden)'*’

e Non-highest need (for comparison with highest need)

e Renters

e Homeowners

If the Company currently does not have the data for any element of this

reporting, it must clearly indicate as such, and report related or similar data that is
available to the Company in the compliance report. If the Company does not have
similar or relevant data to report in its compliance filing, it must explicitly say so in
the compliance filing and describe what steps it will take to develop such data for
tracking moving forward. The Commission should include language to specify that
the Company must petition the Commission to adjust any of the specified metrics, if
the Company believes alternative metrics would be more functional for applying a
distributional equity lens to its decision making, or if an adjustment is otherwise

warranted.

135 As defined by CETA, “‘Vulnerable populations’ means communities that experience a disproportionate
cumulative risk from environmental burdens due to:

(a) Adverse socioeconomic factors, including unemployment, high housing and transportation costs relative

to income, access to food and health care, and linguistic isolation; and

(b) Sensitivity factors, such as low birth weight and higher rates of hospitalization.” RCW 19.405.020(39).”
136 Low income means households with incomes up to the higher of 200 percent of the Federal Poverty Level
or 80 percent of Area Median Income, adjusted for household size.
137 High energy burden is defined as spending 6 percent or more of gross household income on energy bills.
Highest need means the household is both low-income and high energy burden.
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What is Staff’s second recommendation for the Commaission on distributional
equity analysis?

Staff’s second recommendation is as follows:

Recommendation 2: The Commission should order the Company to, in all future
rate cases, report on metrics specified in recommendation #1, above, for all existing
residential customer facing programs. This will require PSE to start collecting
relevant data immediately, where data for the above metrics is not already being
collected. The Company must petition the Commission to adjust any of the specified
metrics, if the Company believes alternative metrics would be more functional for
applying a distributional equity lens to its decision-making, or if an adjustment is

otherwise warranted.

What is Staff’s third recommendation for the Commission on distributional
equity analysis?

Staff’s third recommendation is as follows:

Recommendation 3: The Commission should order PSE to provide a discrete DEA
for each residential-customer-facing program proposed in future rate cases. This
analysis should clearly weigh proposed programs against alternative programs and
make specific forecasts or predictions about how the competing programs will affect
distributional equity. This need not precisely follow the steps outlined in the DEA

Practical Guide.
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Q. What is Staff’s fourth and final recommendation for the Commission on
distributional equity analysis?

A. Staff’s final recommendation is as follows:
Recommendation 4: The Commission should order PSE to explicitly demonstrate
that their DEA of proposed programs, as well as equity metrics reported on for
existing or past programs, were incorporated into PSE’s programmatic and
investment decision-making for all proposed customer-facing programs. This should
include identification of specific distributional equity data points on which the

Company based their decision.

Q. Why should the Commission follow recommendations 1 and 2 instead of asking
PSE to determine the metrics on which it will report?

A. Through its failure to complete DEA pilots in the previous two rate cases, PSE has
demonstrated its unwillingness to establish comprehensive distributional equity data
reporting. Asking PSE to determine metrics is unlikely to result in actual data
reporting on relevant metrics. Staff needs data on distributional equity metrics to do
its job, and equally, Staff knows what key DEA metrics are important to
understanding the utility’s distributional equity impacts. In addition, the DEAs the
Company has completed or begun to-date have produced some distributional equity
metrics.!*® Those metrics inform Staff’s recommendation for the metrics on which

the Company ought to report. Ultimately, the essential data needed for DEA is not

8 Wash. Utils. & Transp. Comm’n v. Puget Sound Energy, Docket UE-231031, Compliance Filing:
Distributional Equity Analysis on Net Energy Metering, 16 (Feb. 23, 2024); Major, Exh. SCM-16 at 3.
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complex, and the metrics specified in Staff’s recommendations are a useful starting
point.

The Company has demonstrated specific resistance to following through with
data reporting for DEA. For example, the Company insisted that their NEM DEA
was completed at step four (as specified by the DEA Practical Guide), which is the
step where metrics are developed. This demonstrates to Staff that the Company is
unwilling to go to steps five and six outlined in the DEA Practical Guide, which
entail applying the metrics to priority populations and presenting results of the
metrics.!*? Identifying specific metrics, while also putting onus on the Company to
petition the Commission if alternative metrics would be more functionally useful,
aims to remove one key barrier to actual distributional equity data reporting from the

Company.

Does this recommendation follow the DEA process outlined in the DEA
Practical Guide?

No. However, as previously discussed in my testimony, the DEA Practical Guide is
not the only way to complete DEAs. Further, the DEA Practical Guide is specifically
for proposed programs, whereas Staff recommendations one and two are for existing
programs. Nonetheless, Staff’s recommendation is for the Commission to order

DEAs with different focus and specificity than the 80 MW DEA previously ordered.

139 Major, Exh. SCM-10 at xiv.
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Should the Commission wait to act on this recommendation until the equity
docket is resolved?

No. It is important that the Commission be consistent with its previous guidance that
the Company continue its work on equity in the absence of specific guidance from
the Commission.!’ The statutory requirements on the Company to adopt an equity
lens and to account for the equitable distribution of burdens and benefits is not
contingent on Commission action. Staff requires equity data from the Company so
that Staff can analyze whether the Company is in compliance with its CETA
obligations. The data reporting recommended in this testimony is a comprehensive
starting point for distributional equity reporting that can be built on later as
additional information and Commission guidance comes to light. The data reporting
recommended here may also be informative for the equity docket, providing insights
into what data the Company is currently collecting, as well as insights on the current

distributions of benefits and burdens.

Would this be duplicative with PBR or CBI metrics related to distributional
equity?

Not necessarily. Each form of equity reporting serves its own purpose. While
performance-based regulation (PBR) and CBI metrics require similar reporting, such
reporting is typically at the portfolio or organization level. This is reasonable for the

PBR and CBI metric use cases, which look at overall Company performance and

1402024 PSE GRC Order at 57-58, 4 175.
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outcomes. The reporting recommended here is instead focused on the program level
for residential customer-facing programs. This granularity of data is important for
Staff to be able to evaluate whether the Company applied a distributional equity lens
in its decision-making for each customer program proposed in the relevant rate case.
Evaluating specific investment decisions on new programs or policies requires
understanding of how the program fits into the Company’s overall portfolio and how

proposed programs will improve on existing programs.

Should PSE have to report this data, even if they are focusing their
distributional equity efforts on affordability and reducing energy burden?
Yes. PSE witness Hutson makes a case in his testimony that the Company is
focusing on distributional equity by prioritizing programs for affordability and
energy-burden reduction. Even if that is the case, and even if the Commission finds
such an approach satisfactory, Staff nonetheless requires data on the entire portfolio
of programs. To evaluate the success of such affordability programs, it is necessary
to have baseline data on distributional equity outcomes across the Company’s
programs, so that the Company and Staff can evaluate whether the affordability and

energy-burden focused programs are improving equity outcomes.

V. TURBINE TRANCHES 1 AND 2

A. PSE’s Request
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Q. What is the Company requesting regarding Turbine Tranches 1 and 2 in this
case?

A. The Company has requested to recover construction work in progress (CWIP) in rate
base for the projects Firm Capacity Turbines Tranche 1 Turbine Supply Agreement
(Turbine 1) and Firm Capacity Turbines Tranche 2 Turbine Supply Agreement
(Turbine 2).'*! Additionally, the Company has also requested, “that the Commission
determine that PSE’s decision to enter into the Turbine Supply Agreements was

prudent."!4?

B. Staff’s Response

Q. Is your testimony addressing the request from the Company on CWIP rate

recovery?

A. No. The Staff witness McGuire addresses the Company’s request to include Turbine
1 and 2 in CWIP. Witness McGuire recommends both turbine tranches be disallowed

in rate recovery.'®

Q. Is your testimony addressing the request from the Company on prudence

determination?

141 Pospisil, Exh. CJP-1HCT at 6:26-7:6.
142 Pospisil, Exh. CJP-THCT at 4:26-28.
43 McGuire, Exh. CRM-1T at 72:1-8.
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A. Yes. Staff does not support PSE’s request for a finding of prudence. The

Commission's prudence standard requires that the utility demonstrate that the
investment in question will be used and useful for service during the rate-effective
period.'** As the Company discloses, neither Turbine 1 nor Turbine 2 will go into
service during the rate period.'*> Because these turbines will not be in service at any
point during the MYRP, PSE is unable to meet this burden. PSE’s request for a

finding of prudence for these investments is not timely and should be denied.

Q. Does your testimony address any other issues related to Turbine 1 and Turbine
2?
A. My testimony briefly raises concerns about the resource capacity accreditation the

Company used in its 2024 All Source Request for Proposals (RFP), in which both
turbines were selected. Staff does not offer specific recommendations but raises the

issues for informational purposes.

What concerns does Staff have?
In the conclusion of its final report, the independent evaluator (IE) for PSE’s 2024
RFP, states the following:

Based on the updated resource adequacy analysis developed during
development of the 2027 Integrated System Plan, which indicates a
continued decline in the capacity contribution of BESS resources, it
appears increasingly likely that PSE will have to rely on peaking units
to fulfill their capacity needs. These units are not (to our knowledge)
currently expected to produce power except in limited circumstances.

144 For a more detailed explanation of the prudence standard and used and useful criteria, see the testimony of
my colleague Paul Koening, PK-1T at 5:8-6:16.
145 Pospisil, Exh. CJP-1T at 6:26-29.
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This raises questions about the value of reliability and the ability of

customers to pay, which should be considered by all stakeholders. We

would encourage stakeholders to continue to examine the assumptions

and analyses around the ELCC capacity contribution analysis.'*
The IE highlights that declining effective load carrying capacities (ELCCs) for
battery energy storage systems played an instrumental part in the Turbine 1 and
Turbine 2 resource selections. The IE emphasizes in the closing remarks of its report
that these ELCC assumptions require closer examination. Indeed, both Staff and the
Commission should prioritize evaluation of the assumptions that resulted in the

declining resource accreditation for batteries, both for future rate cases, as well as in

the Company’s 2027 Integrated System Plan.

Does this conclude your testimony?

Yes.

146 Major, Exh. SCM-17 at 46.
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