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I. INTRODUCTION

Please state your name and business address.
My name is Ana Boyd, 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 ana.boyd@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 Regulatory Analyst. I joined the Commission in this capacity in

August 2025.

Would you please state your educational and professional background?

I graduated from Scripps College with a Bachelor of Arts in Politics with a minor in
Environmental Analysis. I also completed a Master of Public Policy and Master of
Science in Environment and Sustainability from the University of Michigan. During
my graduate studies I held policy research and analyst positions at various
institutions, including the Science Technology and Public Policy Program at the Ford
School of Public Policy, the United States Government Accountability Office, the
American Council for an Energy Efficient Economy, and the Clean Energy States
Alliance. Prior to my graduate studies, I spent over four years as a litigation assistant
and research analyst at the Sierra Club where I focused on public utility commission

engagement in the Western United States.
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Have you previously testified before the Commission?
Yes. I provided testimony in Northwest Natural Gas Company’s 2025 General Rate

Case (UG-250610) and Avista’s 2026 General Rate Case (UE-260007/UG-260008).

II. SCOPE AND SUMMARY OF TESTIMONY

What is the purpose and scope of your testimony?

My testimony responds to Puget Sound Energy’s (PSE or Company) request to
recover forecasted costs associated with its proposed thermal energy network (TEN)
pilot project at Seattle University (SU). Specifically, PSE plans to contract with a
developer and requests to recover 20 percent of the project costs from Seattle
University (SU) and the remaining 80 percent from its entire gas customer base,

recognizing the payments as operations and maintenance (O&M) expenses.

Please summarize your recommendations.

At a time when customers are already faced with extreme affordability pressures,
Staff recommends that the Commission reject PSE’s request to include the TEN pilot
project forecasted costs in rates. PSE’s cost estimates are extremely preliminary, and
Staff also has concerns with both the pilot design and the distribution of benefits and

cost burdens between SU and core gas customers.
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Have you prepared any exhibits in support of your testimony?
Yes. I prepared Exhibits AMB-2 through AMB-17, listed above in the List of

Exhibits.

How does your TEN pilot recommendation relate to Staff’s externally indexed
O&M cap proposal?

If the Commission rejects Staff’s externally indexed O&M cap proposal, Staff
recommends that the Commission reject PSE’s request to include TEN project costs
as an O&M adjustment as the costs do not meet the Commission’s known and
measurable standard. Regardless of the Commission’s decision on Staff’s externally
indexed O&M cap proposal, the Commission should explicitly indicate to PSE that it
is not approving recovery of TEN project costs because of concerns with project

selection and design in combination with extreme affordability pressures.

III. TEN PILOT PROJECT

A. WA TEN Pilot Legislation

Can you briefly discuss the WA TEN:s legislation?

Yes. The Washington state legislature passed Senate Bill 2131 in March 2024,

promoting thermal energy network deployment by electric and gas companies. The

legislation specifically establishes a TEN pilot program giving priority to gas
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companies to establish a TEN in their service territory.! The legislation outlines a
specific process and timeline for companies to propose projects, for commission
review, and cost recovery proposals. The legislation also establishes a grant
program administered by the Department of Commerce to encourage deployment

and mitigate cost impacts.

How much grant funding is available for TEN pilots?

Originally, Commerce had $25 million in available grant dollars, but this amount has
been significantly reduced to around $4.8 million.? Importantly, this $4.8 million is
not exclusively available to PSE, but is being split across the three gas/combination
utilities that submitted grant applications to Commerce after making the required

filings with the Commission in 2025.

B. Overview of PSE’s Proposed TEN Pilot Project

Please describe PSE’s proposed TEN pilot project.
PSE is requesting to recover forecasted costs associated with a TEN pilot project at
SU. The planned pilot will provide space heating and domestic hot water to the

Campion building at SU and space heating, domestic hot water and chilled water

I RCW 80.28.460.
2RCW 80.28.450 - 480.
3 August, Exh. AAA-1T at 49:11-13.
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cooling to other select campus buildings during off-peak times.* SU currently has
three hot water loops—though the Campion building is not connected to an existing
loop—and an existing cooling loop.> The planned project is a closed loop, 4-pipe
district energy system that relies on an industrial grade air source heat pump as the
main heating and cooling source. The project will connect two existing heating loops
and one cooling loop, and energy transfer stations or heat exchangers will transfer

energy at the point of service.®

Does PSE plan to own this project?

No. PSE plans to contract with a third party that will construct, own, and operate the
TEN pilot project.” While witness August states in testimony that PSE plans to
“manage” the TEN project and the Company indicated through discovery that it
intends to be closely involved, PSE does not supply many details on the exact nature
of the relationship between the Company and the developer in terms of how PSE

would learn how to incorporate a TEN into its business model in the future.

What is PSE’s current cost estimate for the TEN pilot?
PSE estimates upfront capital costs of around $18.5 million based on only a 30

percent design. However, PSE’s estimate of the net present value of the total project

41d. at 42:3-7; In the Matter of the Letter of Intent by Puget Sound Energy, Inc. to Deploy a Thermal Energy
Network Pilot Project, Docket UG-250455, PSE’s Petition for an Order Regarding Thermal Energy Network
Pilot Project at 3-5 (Nov. 4, 2025) (Petition).

3 Petition at 3-4.

¢ Petition at 4.

7 August, Exh. AAA-1T at 42:4-7.
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costs is $37 million. PSE forecasts annual contract payments of $2.6 million
beginning in 2028. Under the current agreement, Seattle University would cover
around 20 percent of the estimated total costs, and the remaining 80 percent would

be recovered from PSE’s gas customer base.

When will the TEN project become operational?
PSE estimates that the project could become operational as early as January 2028,
but there is considerable uncertainty surrounding when the project will be placed in

service.

Please summarize Staff’s perspective on PSE’s proposed TEN Pilot Project and
the associated testimony in this case.

First, Staff appreciates PSE responding to this legislation and taking the time and
effort to develop a TEN pilot project proposal, including collaborating with
stakeholders and local government entities.

While Staff strongly encourages PSE and other utilities to continue to explore
innovative projects to reduce emissions and to further an equitable energy transition,
Staff has fundamental concerns with the preliminary nature of the project cost
estimates and associated cost recovery proposal in addition to the project site
selection and design. Considering the uncertain project costs and timeline, and

inadequately supported cost sharing proposal, Staff believes the Commission should

8 August, Exh. AAA-1T at 48:5-7.
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reject the proposed O&M adjustment on these grounds alone. Due to the reality that
Washingtonians are already facing extreme affordability pressure’ and the reduction
in available grant funding, even if the cost recovery concerns were resolved, Staff
still recommends the Commission reject this project due to other project selection
and design concerns, including significant continued reliance on natural gas and
serving only one customer.

Witness August’s testimony in Exh. AAA-1T and associated exhibits only
provide a very high-level discussion of the TEN project. PSE did not provide
diagrams of the TEN design, details on the specific buildings served by the pilot and
their uses, or discussion of the specific considerations for commission review under
RCW 80.28.450 in testimony. Staff largely had to rely on PSE’s UG-250455 petition

and information requested through discovery to review the TEN proposal.

C. Framework for Assessing PSE’s TEN Pilot and Cost Recovery Proposal

Q. Does the WA TEN legislation provide guidance on how the Commission should
assess a pilot project?

A. Yes. The legislation outlines twelve factors the Commission must consider when
assessing a pilot project and an addition five factors that the Commission “may also

consider.”!®

% In the Matter of the Proceeding to Develop a Policy Statement Interpreting RCW 80.28.425(2), Docket UE-
250953, Policy Statement Interpreting RCW 80.28.425(2), at 1, 42 (July 6, 2026) (“Energy affordability is one
of the most pressing challenges facing Washington households”).

10 RCW 80.28.460(3)-(4).
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Q. Can you provide more details on these required and optional considerations?
Yes. The required considerations include the number and type of customer; existing
gas workforce and labor considerations; infrastructure safety and reliability; ability
to meet the entirety of pilot space heating demand; customer, communities, and
societal benefits; climate justice and emissions reduction considerations; whether the
pilot promotes equitable and affordable electrification; whether the pilot will result in
useful learnings to inform future Commission TEN rules; the potential for gas
pipeline decommissioning or reduction in gas system upgrades; and whether the
project design uses ambient temperature fluid.!! Some of the optional considerations
include greenhouse gas emissions reduction; use of specific technology and
resources like waste heat, geothermal resources, thermal energy storage; and whether

the pilot can meet customer hot water and cooling demands.!?

Q. Does Staff think it is reasonable to expect a project to meet all of these required
considerations?

A. Staff believes it would be very challenging for a project to meet all of these
considerations and does not expect these initial pilots to be the “perfect” project. The
basic reality is that the utility, stakeholders, and the Commission are in a difficult
position. The statute features very fast timelines, a list of considerations that are
often not compatible in practice, and limited financial support from the state, all of

which create a very challenging set of circumstances.'?

1 d.
12 1d.
3 RCW 80.28.450, RCW 80.28.460, RCW 80.28.470, RCW 80.28.480.
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Please explain how affordability factors into the outlined statutory
considerations.

Affordability is a huge concern across the state; there is no question that the TEN
pilot project will cost ratepayers money at a time when many Washingtonians are
struggling with the cost of living. While there is legislative direction to develop these
projects, statute also requires the Commission to consider “[w]hether the pilot
project creates benefits to customers, communities, and society at large.”'* The
Commission ultimately must assess the net benefits of the project and affordability is
a key component of a net benefits assessment.

If well designed, a TEN has the potential to bring many benefits to
participating entities and surrounding communities as it can provide benefits of a
non-emitting heating/cooling energy source, the potential to reduce gas demand, and
the potential to advance reliable, equitable building decarbonization. However,
building a TEN pilot can be costly, especially given the reduction in available grant
funding. When considering whether to grant PSE cost recovery for its TEN proposal,
the Commission must weigh affordability pressures and the public benefits provided
by the project. Staff believes assessing to what level the project meets the statutory
considerations is an important part of evaluating the project.

Beyond Staff’s specific concerns with the cost recovery proposal discussed in

Section D, Staff also recommends the Commission reject this project based on the

14 RCW 80.28.460(3)(e).
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outlined in Section E.

Q. What else did Staff consider when evaluating PSE’s TEN project?
Staff also considered whether the project meets Commission standards for inclusion
in rates. Specifically, Staff assesses whether the inclusion of the costs in rates meets
the Commission known and measurable standard and whether PSE has adequately

supported its cost sharing proposal.

1. Overview of Commission standards for O&M pro forma
adjustments.
Q. Please describe the Commission’s known and measurable standard for pro

forma adjustments.

A. The Commission allows utilities to propose pro forma adjustments to the historical
test year if the changes are known and measurable and not offset by other factors.!?
In order to be “known” the change in expenses, revenue, or rate base must have

¢ 16

occurred and the effect must coincide with the period where rates are in effec

Further to count as “measurable” the dollar amount of the adjustment must be

15 WAC 480-07-510(3)(c)(ii).
16 Avista, Dockets UE-090134, UG-090135 & UG-060518 (consolidated); Order 10, at 21 9 45.
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concrete and not “an estimate, a projection, the product of a budget forecast, or some

similar exercise in judgment concerning future revenue, expense, or rate base.”!”

Q. Does the multiyear rate plan statute change when the Commission applies the
known and measurable standard?

A. Yes, but primarily in terms of plant/utility property, not O&M adjustments. For
example, the Commission’s Policy Statement on plant that becomes used and useful
after the rate effective date (“the Used and Useful Policy Statement”) outlines that
for projects that go into service after the rate effective date—and are included in
rates provisionally—the known and measurable standard will likely not be met and
thus the standard will need to be applied during the retrospective review process. '

The Used and Useful Policy Statement also clearly states that “WAC 480-07-

510(3)(c)(ii), which defines pro forma adjustments, remains unchanged, applicable,

and relevant.”
While there is an established retrospective review process to apply the known
and measurable, used and useful, and prudence standards for property and plant

additions, there is no such established alternative at this time to traditional cost of

service regulation for O&M expenses.

17 Avista, Dockets UE-090134 & UG-090135 & UG-060518 (consolidated); Order 10, at 21 4 45.

18 In re Commission Inquiry into the Valuation of Public Service Company Property that Becomes Used and
Useful after Rate Effective Date, Docket U-190531, Policy Statement on Property that Becomes Used and
Useful After Rate Effective Date (January 31, 2020) (Used and Useful Policy Statement).
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Q. Has the Commission mentioned alternatives to the traditional cost of service
regulation approach with regards to O&M expenses in previous cases?

A. Yes. In the 2024 PSE GRC decision the Commission indicated it would entertain
alternative methodologies to traditional pro forma O&M adjustments but explicitly
stated that “the Company should be prepared to explain not only its process of
allocating its board-approved budget to specific projects and programs, but also
propose an appropriate methodology to reasonably and thoroughly review and
evaluate forecasted expenses, including possible alternatives to a traditional pro
forma adjustment. Without such a methodology, the Commission is simply being
asked to approve a budget without meaningful review or oversight.”!

PSE has made no such proposal in this case. Therefore, Staff contends that

PSE must demonstrate that its TEN project adjustment—Iike the rest of its proposed

O&M adjustments—is known and measurable in its filed application for it to be

included in rates.

Q. Before discussing the merits of PSE’s cost recovery proposal and specifics of the
TEN project design, can you provide an outline of the rest of your testimony?

A. Yes. I will first discuss PSE’s cost recovery proposal and then evaluate the selection
and design of the project against several of the considerations outlined in the TENs

legislation. Since Staff recommends that the Commission not allow cost recovery of

1 Wash. Utils. & Transp. Comm’n v. Puget Sound Energy, Dockets UE-240004, UG-240005 & UE-230810,
Order 07/09, 134, 9 424 (Jan. 15, 2025) (2024 PSE GRC Order).
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this project also due to design concerns, Staff has not included specific

recommendations to correct its identified cost recovery concerns.

D. PSE’s TEN Project Cost Recovery Proposal

Can you briefly reiterate PSE’s cost recovery proposal?

Yes. As I mentioned previously, PSE is proposing to split costs 80/20 between gas
ratepayers and SU. Since PSE does not plan to own the project, it proposes to
recognize approximately $2.7 million annually as an O&M expense to cover the
contract payment to the third-party developer, recovering nearly $2.2 million in

forecasted costs from core gas customers and over $500,000 from SU.

Has PSE reached an agreement on how it will charge SU?
No. PSE has not yet determined whether it will charge PSE through a tariff or special
contract.?’ As I note throughout my testimony, currently many aspects of the project

are uncertain.

Q. Does Washington state law allow utilities to shift a portion of the TEN pilot cost
onto the rest of gas ratepayers?

A. Yes. RCW 80.28.480(1) does allow for a utility to propose a merger of its regulated
gas operations with its operation of a thermal energy network in its multiyear rate

plan. However, approval of such a merger is not a given. The Commission has the

20 August, Exh. AAA-1T at 50:4-5.
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discretion to approve such a merger if it finds that the merger is in the public

interest.?!

What are Staff’s primary concerns with the cost recovery proposal?

Staff has three main concerns. First, Staff believes this cost estimate are far too
preliminary and includes not adequately supported assumptions to meet the
Commission’s known and measurable standard. Second, PSE’s proposal to recognize
TEN costs as a non-refundable O&M expense does not adequately protect ratepayers
given the timeline and project uncertainty. Third, Staff is concerned that PSE did not

adequately quantify project benefits to support the 80/20 cost split.

1. PSE bases its TEN O&M adjustment on a 30 percent design with

inadequately supported cost assumptions.

Please describe PSE’s process for developing its TEN pilot cost estimates.
PSE worked with Corix to develop a 30 percent design for the proposed TEN pilot at
Seattle University. Based on this 30 percent design, PSE estimates the total upfront

capital costs at around $18.5 million.

Does the preliminary cost estimate include a breakdown by category?

2IRCW 80.28.480(1).
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A. Yes. While PSE did not include the detailed breakdown in testimony, the petition
filed in UG-250455 does include a breakdown by category. However, Staff notes
that the contingency and project management categories appear to just be roughly 5

percent placeholders without any support for these estimates.

Q. Did PSE use a competitive bidding process to select the firm for the 30 percent
design or validate the cost estimates?

A. No. PSE did not select Corix through a competitive solicitation process. Through
discovery, PSE stated that they selected Corix “through a direct engagement based
on Corix’s qualifications, rather than through a competitive solicitation.”*? Corix and
PSE are also both partially owned by the British Columbia Investment Management

Corporation.??

Q. Has PSE validated the 30 percent design cost estimates?
No, PSE has also not validated these cost estimates. Specifically, PSE admits that it
“did not conduct formal benchmarking, an independent cost review, or a comparison
to other district energy projects for the 30 percent design phase. PSE acknowledges
that these measures were not undertaken for this initial phase of work and intends to
obtain competitive pricing through the RFQ/RFP process for the design-build

phases.”** While Staff appreciates PSE’s future commitments, Staff is concerned that

22 Boyd, Exh. AMB-2 (PSE Response to Public Counsel Data Request 417(a)).
BUd.
24 Boyd, Exh. AMB-2 (PSE Response to Public Counsel Data Request 417(c)).
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additional measures were not taken to validate these cost estimates since they are the

foundation of PSE’s cost recovery proposal in this GRC.

How much variation can be expected between a 30 percent and final design?
PSE states that the industry standard for the cost accuracy of 30 percent designs is

between -10 percent and +30 percent.?

Has PSE selected the developer for the project?

No. PSE issued a request for qualifications (RFQ) for a developer to design, build,
own, and operate the SU TEN on May 14, 2026, with responses due on June 15,
2026.%¢ Further, the separate solicitation process for the 100 percent design likely
won'’t take place until the end of the year. The RFQ itself indicates the responder
should assume a $20 million capital budget which is different from the $18.5 million
estimate from the 30 percent design.?’ Ultimately, the final project design and
associated costs may vary from the 30 percent estimate. Until PSE is farther along in
the process, there is not sufficient cost certainty to allow the project into rates. Since
there is no selected developer, PSE also is unable to present the long-term purchase

agreement for review.

25 Petition at 7.

26 Boyd, Exh. AMB-3 (PSE Response to Staff Data Request 181(a)).

2" Boyd, Exh. AMB-3 (PSE Response to Staff Data Request 181, Attachment A at 18). PSE has indicated this
$20 million includes additional contingencies, including supply chain volatility, design refinement, and
regulatory.
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Q. How much is PSE expecting to receive in grant funding?
Based on estimates provided through discovery, PSE anticipates receiving $1.8

million in offsetting grants from Commerce and Seattle City Light (SCL).?8

Are these grant amounts confirmed?

Partly. The $1.62 million from Commerce is confirmed,?® but the $180,000 from
Seattle City Light is just an estimate and will depend on final project design and
energy savings.’ PSE states that SCL developed this estimate based on its central
plant upgrade custom grants process, however, the Company has not “independently
assessed the likelihood of receiving a specific incentive amount” and the application
timeline is not confirmed.?! An application would likely take place farther along in

the design phase??

Q. Is there potential for additional energy efficiency incentives from Seattle City
Light?

A. PSE indicates that it has had preliminary conversations with SCL but eligibility for
other incentives and the scale of the cost savings will depend on the final system
design and how it matches with SCL program criteria.*> While additional incentives

to offset costs would be very beneficial, Staff views the uncertainty around some of

28 August, Exh. AAA-1T at 53:4-7.

2 PSE executed a grant agreement with Commerce on May 19, 2026.
30 Boyd, Exh. AMB-4 (PSE Response to Staff Data Request 176(a)).

31 Boyd, Exh. AMB-4 (PSE Response to Staff Data Request 176(c)).

32 Boyd, Exh. AMB-4 (PSE Response to Staff Data Request 176(c)).

33 Boyd, Exh. AMB-4 (PSE Response to Staff Data Request 176(d)).
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the grant funding as adding to the overall lack of clarity around total project costs

and ultimately the amount of money that should be collected through rates.

Q. Can you explain how PSE developed its annual O&M adjustment estimate
based on the estimated total project costs?

A. Yes. Since PSE is not planning to own or operate the TEN, the Company has not
included the project as a provisional capital addition. Instead, PSE is proposing an
O&M adjustment to cover the estimated developer contract payments.** PSE
currently estimates that the NPV of the total project costs is around $37 million and
the annual contract payment will be $2.6 million beginning in 2028.%

Specifically, PSE forecasts the annual costs to cover the revenue requirement
for the developer, after subtracting the grant funding from the upfront capital project
cost estimate. The annual cost calculation accounts for return on the developer’s
capital investment, annual O&M expense, depreciation expense, and tax expense.>¢
PSE is assuming a project life/contract period of 30 years and using the Company’s
current authorized rate of return (7.64%) and long-term cost of debt (5.37%) as a
placeholder even though rates will likely vary based on the chosen developer.?’

In the next few questions, I will explain Staff’s concerns with the rate

calculation in more detail.

3% August, Exh. AAA-1T at 47:20-48:2.
3.

36 Pavel, Exh. TJP-1T at 37:16-21.

37 Id. at 38:4 (Table 3).
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Q. Does Staff agree with how PSE applied the grant funding in its calculations?
No. PSE is applying the offsetting grants to the total initial project investment cost
and therefore both SU and the rest of the gas customers are benefiting from this
reduced initial capital expense. However, due to the already significant cost shift
onto the entire gas customer base and since SU is a private university, Staff contends
the grant funding should be solely used to reduce the project cost that are being
spread to non-participating core gas customers.

The TEN statute also highlights the importance of reducing customer rate
impacts. RCW 43.31.033 states that the goal of the grant programs is to “offset the
costs necessary to build and operate the project” for a gas company. Further, if the
TEN and gas rate base is merged, the TENs legislation requires the utility to
“monetize benefits received from any applicable federal and state tax and other
incentives for the benefit of customers. These benefits must be separately accounted
for and amortized on a schedule designed to mitigate the rate impacts to customers

after the rate bases are combined.”?®

Q. Does the 30-year assumption used in the cost calculation align with the assumed
contract length?

A. No, not entirely. In parts of PSE’s testimony, the Company indicates that the
developer contract could be anywhere between 20 and 30 years.*” Since the

developer has not yet been selected, it is not possible to know the contract length.

33 RCW 80.28.480(2).
3 August, Exh. AAA-1T at 47:20-21.
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This contract length assumption impacts the financial projects and related annual

developer payment amounts.

Q. Has PSE provided sufficient support for using its own authorized rate of return
and long-term cost of debt in its NPV calculations?

A. PSE indicated that it used its 2024 GRC authorized rate of return and long-term debt
rate, because they are Commission authorized values and the Company did not yet
have the developer’s specific financing assumptions.*’ However, since PSE is not the
one owning and operating this project, its own long term debt rate and rate of return
may not be an accurate reflection of the developer’s rates. PSE has also not
demonstrated that it conducted research on the likely rate of return for the
Company’s that might bid on PSE’s RFQ to support the accuracy of its own
numbers. Similarly, PSE provided no documentation demonstrating that this cost of
debt is reasonable for one of the developers.

PSE even admits that “[t]hese inputs were used for analytical purposes to
provide an indicative assessment of potential rate impacts at an early stage of project
development and are not intended to reflect the actual financing structure of a third-
party developer.”! Staff believes that an “indicative assessment” is not concrete
enough information for a cost recovery request, and these assumptions add additional

uncertainty to the forecasted project cost.

40 Boyd, Exh. AMB-5 (PSE Response to Staff Data Request 183).
4! Boyd, Exh. AMB-5 (PSE Response to Staff Data Request 183).
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Are there other factors Staff would like to highlight that might impact project
costs?

Yes, I would like to highlight a couple more items. First, in its November 2025
petition, PSE incorrectly indicated that it would be able to use existing steam tunnels
for most of the new distribution piping to connect the existing loops. PSE recently
admitted through discovery that this is in fact not the case and there are only
“abandoned steam pipe routing corridors on the Seattle Utility campus, but not
steam tunnels or utility corridors through which new piping could be routed without
trenching” and that “PSE has not performed utility locates to evaluate the specific
pathways.”* PSE now assumes that new trenching will be needed,* but it is
unclear to Staff how and/or if these assumptions informed current cost estimates and
if there will be timeline adjustments given the need for new trenching.

Second, PSE has indicated that they may need to upgrade existing domestic
hot water heat exchangers in some buildings to allow for lower heater water supply
temperatures.** The Company notes that they intend to determine the scope and cost
of these upgrades in the design-build phase.* This is yet another example of a cost
that has not been incorporated into current estimates, calling into question the

validity of the cost estimates.

42 Boyd, Exh. AMB-6C (PSE Response to Public Counsel Data Request 418(d)) (emphasis in original).
4 Boyd, Exh. AMB-6C (PSE Response to Public Counsel Data Request 418(d)).
4 Boyd, Exh. AMB-6C (PSE Response to Public Counsel Data Request 418(c)).
4 Boyd, Exh. AMB-6C (PSE Response to Public Counsel Data Request 418(c)).
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Q. Does PSE indicate how it would handle cost variations?

PSE states that if costs are significantly greater than $18.5 million it would likely

renegotiate pricing with SU and request an increase to the percentage of costs

recovered from gas rate payers.*® PSE also claims they would maintain the 80/20

split if costs are substantially lower than estimated, and gas customers and SU would

“benefit from the lower costs”*’ However, PSE does not indicate what would count

as “substantial” or provide any addition detail on how this would work in practice,

especially when PSE has made it clear through discovery—and consistent with

current treatment of O&M expenses—that the Company does not plan to adjust

customer rates if the project is delayed or if project costs change during this

MYRP.#

Q. Has PSE provided sufficient support for its cost estimates to meet the

Commission’s known and measurable standard for pro forma adjustments?

A. No. Commission rules require that the change in cost must be known to have

occurred and must also be measurable.*’ The TEN adjustment is based on extremely

preliminary forecasted costs and thus does not meet this Commission standard. The

Commission has also expressed concerns in the 2024 PSE GRC with including

O&M cost forecasts in rates.’® Further, based on the vague timeline estimates

46 August, Exh. AAA-1T at 53:20-54:3.

47 Id. at 54:3-5.

48 Boyd, Exh. AMB-7 (PSE Response to Public Counsel Data Request 71).
4 WAC 480-07-510(3)(c)(ii).

302024 GRC Order at 131-134.
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discussed in the next section, it is unclear when the TEN will be operational, raising

questions regarding when it is appropriate to begin rate recovery.

2. PSE’s proposal to include TEN project cost as an O&M
adjustment does not adequately protect rate payers given timeline

uncertainty.

Please clarify when PSE anticipates the TEN project will be operational.

PSE claims that the TEN could be operational as soon as January 2028 but has not
provided a clear, well-supported in-service estimate. Given that a development
partner has not even been selected, and other factors like selecting the design build
contractor and permitting, there are many reasons to be concerned that this is a very

optimistic estimate.

Has PSE provided any additional information on the timeline?

Yes. PSE issued the developer RFQ in May 2026 and plans for a separate
competitive selection process for the 100 percent design later in 2026.°! PSE claims
that if the Commission allows PSE to recover the contracting costs with the
development partner that construction may start early or mid-2027 and would likely

take between 12 and 18 months. Staff notes that the RFQ lists an 18-month delivery

1 August, Exh. AAA-1T at 49:15-16; Boyd, Exh. AMB-3 (PSE Response to Staff Data Request 181.
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timeline within the submission guidance®? and potentially lengthy permitting
processes could further extend the timeline.

Based on the information provided by PSE, there is good reason to believe
that the TEN may not in fact be operational in January 2028. For example, if
construction were to start in July 2027 and take 18 months, the TEN would not be
operational until January 2029—the beginning of rate year (RY) 3 not RY2. PSE is
proposing to start rate recovery based on the most optimistic estimate of project

completion that does not include any schedule reserve/contingency.

Has PSE identified potential sources of delay for the TEN project?

Through discovery, PSE indicated that permitting and regulatory approvals,
procurement and supply chain constraints, and contracting in combination with
negotiation and selection of the developer all could delay the project timeline.>* PSE
also acknowledges that this project is still “in an early stage of development.”>*
While PSE has acknowledged that there are project execution risks, Staff remains

very concerned about allowing these costs into rates at a time when so many aspects

of project development are still uncertain.

Did PSE discuss how the timing of project completion would impact when rates
go into effect and its reasoning for requesting rate recovery starting in

February 2028?

52 Boyd, Exh. AMB-3 (PSE Response to Staff Data Request 181, Attachment A at 18).
53 Boyd, AMB-7 (PSE Response to Public Counsel Data Request 071).

*1d.

TESTIMONY OF ANA M. BOYD Exh. AMB-IT
DOCKETS UE-260005, UG-260006 & UE-260113 (Consolidated) Page 24



10

11

12

13

14

15

16

17

18

A. PSE has indicated through discovery that project delays would not alter when the
Company proposes to start recovering project costs.” PSE states that variations in
timing would be absorbed into its overall O&M spending budget. Further, if O&M
expenses are lower than expected due to project delays during MYRP, PSE says it
will manage these along with increases down the road due to project delays within its
“ongoing O&M framework.”>

PSE goes on to point to the earnings sharing provision under RCW
80.28.425(6) as a customer protection already in place.’” However, this section of the
multiyear rate plan statute relates to the utility’s entire earnings, not this specific
project or even O&M spending. It does not change the reality that PSE is proposing
to recover extremely preliminary costs and if there are significant project delays or
cost variations, there is no way under the current framework for O&M adjustments
to ensure that customers only pay for the TEN once it is operational and that the

amount is consistent with actual, not forecasted, protect costs

Are O&M expenses refundable or subject to a retrospective review process?
No. As I discussed in Section III.C, absent a specific proposal from PSE in this GRC,

there is no process to retroactively review and evaluate forecasted O&M expenses.

S d.
%6 Boyd, Exh. AMB-7 (PSE Response to Public Counsel Data Request 71).
T 1d.
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Under PSE’s proposal, are customers at risk of paying for the TEN before it
becomes operational or in the event that the project is significantly delayed or
cancelled?

Yes. PSE does not intend to change its cost recovery proposal in this MYRP even if
the project is cancelled.>® Ultimately, unlike with provisional capital additions where
ratepayers will only incur the cost once the investment is operational/transferred to
plant, customers will be on the hook for over $2.1 million annually starting in
February 2028 regardless of whether the TEN is completed and operational. By
proposing to recognize these costs as O&M, PSE is placing considerable risk on
ratepayers because there is no existing mechanism to refund customers if the project
is cancelled or if there is a mismatch between rates going into effect and project

completion.

3. PSE has failed to prove that its division of costs between SU and

core gas ratepayers is in the public interest.

Please summarize PSE’s cost sharing proposal.

PSE proposes to begin approximately $2.7 million annually as an O&M expense at
the start of RY2. PSE and SU have agreed that the University will pay roughly 20
percent of the project costs over 30 years. Under this arrangement Seattle University

would pay around $510,000 annually (subject to annual escalations). After

>8 Boyd, Exh. AMB-8 (PSE Response to Public Counsel Data Request 252).
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subtracting out the Seattle University pass-thru payment, PSE is proposing to recover
approximately $2.15 million in RY?2 and $2.19 million in RY3 from its gas customer

base.”’

What information has PSE provided to support its cost sharing proposal?

PSE indicates that Seattle University considers the approximately $510,000 to be a
reasonable annual cost as PSE estimates the pilot would reduce SU’s annual gas bills
by $385,000.%° PSE further states that it intended for SU’s TEN costs to be similar to
what it currently pays for natural gas service as “there is a need to keep the customer
costs of a TEN pilot project at a level they are willing to incur as they seek to
manage their own risks and benefits of switching fuel types. . . [a]lthough the
ultimate goal would be for customers served by the TEN to pay its costs.”®! PSE sees
the $385,000 as the minimum amount it would expect SU to pay.%> The Company
has indicated to Staff that the current proposal charges SU a small premium for

project participation.

Q. Does Staff have any concerns with how PSE calculated this avoided gas bill
estimate?
Yes. The gas savings estimate is based on PSE’s custom 8760-hour energy model

that only uses one year of weather data instead of doing a multi-year historical

% Pavel, Exh. TJP-1T at 38:4 (Table 3).

0 August. Exh. AAA-1T at 51:7-52:8 (The $385,000 gas bill savings estimate is based on bill averages from
2022-2025 (345,000 therms of gas savings and an average price of $1.117/therm)).

1 Id. at 52:9-12.

2 Jd. at 51:10-11.
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analysis.%® I will discuss this topic further in the project design section of my
testimony. PSE is also using a price of $1.117/therm based on bill averages from
2022-2025 without any adjustments. Additionally, PSE’s evaluation of gas bill
savings as the measure of SU’s fair share does not account for the cooling services

provided by the TEN.%

Q. Has PSE quantified the benefits associated with reduced gas usage aside from
bill reductions?
Without opining on the Company’s methodology—aside from Staff’s concerns with
the annual gas savings estimate discussed above—PSE has estimated the avoided
greenhouse gas emissions and the value of 30 years of projected gas savings (NPV of
$12.8 million), both based on the assumed 345,000 therms avoided gas usage. ® PSE
used its in-house AutoFund model to estimate the value of 30 years of projected gas

saving.

Q. Does this cost sharing proposal account for additional benefits that fall to
Seattle University?
A. No. PSE has yet to quantify several substantial project benefits for SU. These

benefits include avoided maintenance and/or equipment replacement costs for SU,

9 Boyd, Exh. AMB-9C (PSE Response to Staff Data Request 180); Boyd, Exh. AMB-10C (PSE Response to
Public Counsel DR 502).

% Boyd, Exh. AMB-11C (PSE Response to Public Counsel Data Request 497).

% Boyd, Exh. AMB-12 (PSE Response to Public Counsel Data Request 74).

% Boyd, Exh. AMB-12 (PSE Response to Public Counsel Data Request 74) (The model accounts for avoided
commodity costs, avoided capacity costs, the social cost of carbon, Climate Commitment Act compliance
costs).
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avoided building performance standard compliance costs, advancing established
campus decarbonization targets, improved system reliability, and reduced operating
costs from shared equipment and energy use.®’ If the TEN served multiple
customers, some of the benefits like reduced operating costs from shared equipment
and energy use would fall to all participants, but that is not the case here as SU is the

sole customer at this time.

Q. Canyou give examples and provide additional details on of some of the benefits
to SU that Staff would like to see quantified and reflected in the cost-sharing
arrangement?

A. First, PSE has largely not quantified the benefits of avoided equipment upgrades and
maintenance costs to Seattle University. In response to data requests, PSE indicated
that two of the natural gas boilers in Campion, the primary building served by the
proposed TEN projects, are almost at the end of their useful lives.®® While PSE did
provide an estimate of the avoided cost of replacing the Campion boilers,* this
benefit was not directly factored into SU’s cost share. Other potential equipment life
or maintenance related benefits/avoided costs are not robustly evaluated, quantified,
or clearly factored into SU’s cost share.

Second, Staff would like to see a more complete evaluation of avoided

building standard compliance costs and benefits of meeting SU climate goals in the

7 See August, Exh. AAA-1T at 46:6-47:8; Boyd, Exh. AMB-12 (PSE Response to Public Counsel Data
Request 74).

% Boyd, AMB-13C (PSE Response to Public Counsel Data Request 421(a)-(b)).

% Boyd, AMB-13C (PSE Response to Public Counsel Data Request 421(c)).
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cost sharing proposal. PSE presents a conservative estimate of the cost difference
between the TEN and an alternative non-networked electrification plan, based on a
building decarbonization analysis commissioned by SU in 2022. Even using a low-
end of these estimated costs and adjusted to the number of buildings included in the
TEN, PSE estimated $62.9 million in project costs for SU.”° PSE has developed what
looks like an alternative, more cost-effective means for SU itself to pursue campus
decarbonization or the 30 percent design significantly underestimates project costs.
To be clear, Staff does not think comparing the $62.9 million to the $18.5 million is
an appropriate alternatives analysis cost evaluation for PSE since the $62.9 million
would be SU’s costs not the Company’s, but it is a helpful data point for assessing
potential project benefits to the university as compared to the Company and the rest
of gas ratepayers.

Given that under PSE’s proposal other gas ratepayers are subsidizing this
project, Staff is concerned that both benefits discussed in more detail here have not

been systematically factored into SU’s “fair” share of the costs.

Q. Are there other TEN benefits that have not been thoroughly evaluated or

quantified?

A. Yes, there are also some benefits to the gas system and customers beyond SU that

PSE has also failed to thoroughly evaluate or quantify at this time. The additional

70 Petition at 6-7.
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benefits include potential deferral or reduction of gas system infrastructure
investments associated with gas demand reductions, pilot value and scalability, and
local air pollution reductions.”!

By not thoroughly evaluating many project benefits, PSE has not adequately
demonstrated that the cost sharing proposal is fair. Additionally, with the
unquantified benefits and preliminary estimates, it is challenging for the Commission
to assess the value of this pilot project and thus the merits of the cost recovery

proposal.

E. PSE Pilot Design and Statutory Considerations

Can you briefly summarize the TEN pilot statutory requirements?
Yes. As previously mentioned, RCW 80.28.460 lays out a total of 17 required and
optional considerations for the Commission when evaluating a proposed TEN pilot

project ranging from design specifications to the types of customers served.

Q. Did PSE provide a detailed discussion of the statutory considerations in its

testimony?

"' Boyd, Exh. AMB-12 (PSE Response to Public Counsel Data Request 074); Boyd, Exh. AMB-14C (PSE
Response to Public Counsel Data Request 416(c)) ( “PSE has not conducted a quantitative analysis of local air
pollutant reductions (nitrogen oxides, sulfur dioxide, or particulate matter) associated with the thermal energy
network pilot.”).
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A. No. Even though PSE bears the burden of proof, the Company did not include
discussion of the statutory considerations in testimony. Staff was forced to rely on

the 2025 petition filing in UG-250455 and information obtained through discovery.

Q. Didn’t the Commission find in docket UG-250455 that PSE had already met the
statutory factors under RCW 80.28.460(3)-(4)?

A. No. The Commission makes clear that PSE’s filing in that case “complie[d] with the
statutory requirements described in the Petition and Staff’s analysis for the more
limited purpose of further developing the pilot project and seeking grant funds from
Commerce[]” but that “[t]his finding should not be interpreted as final approval of
the project or complete agreement with the Company’s evaluation.””* Staff therefore
reviewed the TENs pilot project in this case under both the statutory considerations

under -.460 and the traditional standards for including costs in rates.

Q. Does Staff have concerns regarding the pilot project selection and design related
to pilot project considerations outlined in statute?

A. While Staff does not necessarily expect a selected pilot project to check all the boxes
in the statute, Staff rely on the statute as a lens to evaluate PSE’s TEN pilot and
highlight fundamental concerns related to the Company’s project selection and
proposed design. While Staff does not address all 17 of the considerations outlined in

statute, I highlight several considerations in the following subsections. Staff is

2 In the Matter of the Petition of Puget Sound Energy For Order Regarding Seattle University Thermal
Energy Network Pilot Proposal, Docket UG-250455, Order 01 at 5-6 (Dec. 11, 2025).
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primarily concerned that SU is the only customer served by the TEN in this initial
phase and that the TEN does not allow for significant gas equipment
decommissioning.

The Commission is in the position of balancing affordability and the
legislatures interest in promoting TENs project. The Commission must assess the
value of this project, considering several factors including the direct and indirect
costs and benefits, the technical project design, customers served, equity, and
whether it will lead to important learnings to advance equitable decarbonization.
Based on the affordability considerations discussed earlier in my testimony and the
concerns outlined below, Staff recommends that the Commission deny PSE’s request

to recover the TEN pilot project costs at a time of extreme affordability pressure.

1. PSE’s TEN project only serves one private entity.

Please clarify the scale of the proposed pilot project and the customer(s) served.
The proposed pilot project exclusively serves Seattle University. The project is
designed to meet the space heating and hot water load of the Campion Building—
primarily student housing—and provide heating, domestic hot water (DHW), and in
some cases cooling to ten other buildings during non-peak hours.” The exact number
of buildings besides Campion that will receive DHW via the TEN is inconsistent as

the petition implies that all 10 buildings on loop B and D will receive DHW heating

3 E.g., Petition at 3-4, 11.
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during nonpeak hours while certain discovery responses list only three buildings.’
Similarly, PSE lists the number of buildings that will receive cooling as three in

some documents and four in others.”

Q. Does the TEN pilot statute require the Commission to consider the customers
served by the pilot?
A. Yes. The first required consideration listed in the statute is “[t]he number and type of

customers served, including the percent of low-income customers served.”’¢ Staff is
concerned that this proposed project technically only directly serves one customer
even if it is a university campus with residence halls. The number and type of
customers is a key consideration in terms of sharing costs, load sharing, and helping
utilities learn to operate systems across various entities and customer types.

This project also does not directly serve low-income customers. As discussed
further below, equity is an important consideration with TENs both in terms of the
potential to help harder to reach customer groups decarbonize and ensuring a more

equitable distribution of benefits and burdens.

Does PSE have plans to expand the TEN?
PSE indicates that the system is modular and can technically be scaled to include
other customers, but the Company has no concrete expansion plans. While PSE

mentions three or four large healthcare centers close to SU’s campus that could

74 Petition at 3-4; E.g., Boyd, AMB-9C (PSE Response to Staff Data Request 180).
B Id.
6 RCW 80.28.460(3)(a).
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provide expansion opportunities,’’ the Company has not had any discussions with
these entities or conducted any analysis regarding load diversity, or proposed an
expansion timeline.”® Yet, PSE claims that expansion opportunities were one main
factor in its selection of the SU pilot.”

2. The TEN design does not fully meet onsite heating demand and

will still require gas boilers.

Q. What considerations are outlined in statute regarding meeting pilot customer
load?
A. One of the required considerations is whether the pilot can meet 100 percent of the

customers’ space heating demand.®" The statute also indicates that the Commission
may consider whether the project can also meet pilot customers’ hot water and

cooling demands.®!

Q. Will the proposed TEN be able to meet 100 percent of SU’s space heating

demand for the 11 buildings connected to the system?

77 Witness August’s testimony references four facilities, but the November petition and several discovery
responses refer to only three. August, Exh. AAA-1T at 50:18-51:3; Petition at 10; Boyd, Exh. AMB-15 (PSE
Response to Public Counsel Data Request 415(c)).

8 Boyd, Exh. AMB-15 (PSE Response to Public Counsel Data Request 415(c); August, Exh. AAA-1T at
50:19-51:1.

7 August, Exh. AAA-1T at 52:20-53:2.

80 RCW 80.28.460(3)(d).

81 RCW 80.28.460(4)(c)-(d).
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A. No. The TEN pilot is designed to meet the peak heating demand of only one of the
SU buildings, Campion.®? The TEN will only be able to meet heating demand of
other campus buildings outside peak winter times. PSE even expects that natural gas
backup will be required to meet Campion’s load in the approximately 31 hours per

year when temperatures drop below 24°F, based on 2024 temperature data.®?

Q. Did PSE consider different designs (e.g. different size heat pump) in order to
meet more of the campus load?

A. No. PSE simply noted in discovery that the central plant would need significantly
more heating capacity to serve 100 percent heating load for the eleven buildings on

the proposed system.®*

Q. Please provide specifics on how often the TEN will serve additional building
loads.

A. Based on an analysis provided by PSE through discovery, the Company estimates the
TEN can meet the entire heating and hot water load for Campion along with the
heating load for the ten buildings when temperatures are above 50°F, and a portion
of the heating load for the other buildings between around 20°F and 50°F.%

However, when temperature drop below 24°F, supplemental heating from the

82 Petition at 11.

8 Boyd, Exh. AMB-9C (PSE Response to Staff Data Request 180).

8 Boyd, Exh. AMB-15 (PSE Response to Public Counsel Data Request 415(b)).

85 Boyd, Exh. AMB-9C (PSE Response to Staff Data Request 180) (natural gas boilers would be required to
meet the rest of the heating load at the other 10 buildings); See also Boyd, Exh. AMB-9C (PSE Response to
Staff Data Request 180, Confidential Attachment A).
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existing gas boilers and TEN backup boilers will be needed to meet load.’¢ Figure
I—developed and provided by PSE through discovery—shows how the TEN system
capacity compares with the Campion load and the load of the entire system.

Figure 1: Seattle U TENs Heating Load and Heat Pump Capacity®’

Seattle U TENs Heat Pump Capacity vs. Building Heating Loads
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Q. Has PSE provided consistent information about backup gas heating at SU?
No. Until July 10, 2026, based on a previous data response submitted by PSE, Staff
was under the impression that the existing gas boilers would serve as the backup
energy source when temperatures dropped below the design temperature threshold.
However, PSE has now provided new information that in fact the TEN central plant

backup boilers will serve as the supplemental heating source not the existing

% Boyd, Exh. AMB-9C (PSE Response to Staff Data Request 180); Boyd, Exh. AMB-16 (PSE Response to
Public Counsel Data Request 499(b)).
87 Boyd, Exh. AMB-9C (PSE Response to Staff Data Request 180).
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Campion boilers.®® The lack of consistent information makes it challenging for Staff

and other parties to review the project on the timeline provided in a general rate case.

Q. Will this pilot allow for the retirement of existing gas boilers or gas pipeline
decommissioning?

A. Despite the TEN pilot, SU will maintain their existing gas equipment as a
supplemental heating source as the TEN does not serve the entirety of SU’s load.®’
Based on PSE’s estimate, the TEN allows for a 60 percent reduction in gas usage,”

thus SU will continue to rely on gas. The TEN may allow SU to avoid replacing two

10

11

12

13

14

15

16

17

Campion gas boilers that are nearing the end of their useful lives, but the building
will still retain its gas boiler system and PSE indicated it was not aware of definitive
plans to decommission SU gas equipment.’! In Staff’s view, it is especially
important for the Commission to consider the reality that there does not appear to be
any significant reduction in gas equipment at SU resulting from the TEN. The air
source heat pump is not sized to meet the full load of all the participating buildings—

and will likely even require the TEN natural gas backup boilers to meet Campion

demand when temperatures drop below 24°F based on PSE’s current modeling.”?

8 Boyd, Exh. AMB-16 (PSE Response to Public Counsel Data Request 499(b)). PSE provided a corrected PSE
Response to Public Counsel Data Request 422—the request that included the incorrect information—on July
13, 2026.

8 See Petition at 13.

NEg,Id. at14.

91 Boyd, Exh. AMB-13C (PSE Response to Public Counsel Data Request 421); Boyd, Exh. AMB-15 (PSE
Response to Public Counsel Data Request 499(a))

2 Boyd, Exh. AMB-9C (PSE Response to Staff Data Request 180); Boyd, Exh. AMB-15 (PSE Response to
Public Counsel Data Request 499(b)).
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Q. Does Staff have any concerns about PSE’s analysis comparing building heating
load to the TEN capacity?

A. Yes. There are several areas where Staff would have liked to see a more complete
analysis. First, it is unclear whether PSE factored in hot water load for the buildings
beyond Campion. Second, Company only relied on one year of weather data without
any analysis of historic weather trends or consideration as to whether 2024 was
warmer or colder than average to estimate how frequently and to what extent the
TEN is forecasted to meet SU load.”* Lastly, PSE has yet to quantify potential
energy sharing efficiencies or thermal load diversity benefits that might impact the

ability of the heat pump to serve load.

Q.  Are there any other design factors Staff would like to highlight?

A. Yes. PSE mentioned in discovery that at a high flow rate with a 20-degree
temperature differential, there may be additional piping capacity on the main 10-inch
district piping.”* PSE also notes that the capacity of the system may be constrained
by the size of the piping to the individual building loops. PSE further states that only
once there is a final design will they know the capacity of each pipe segment.”® This

is another area where there is uncertainty regarding the actual system capacity.

% Boyd, Exh. AMB-10 (PSE Response to Public Counsel Data Request 502).
% Boyd, Exh. AMB-15 (PSE Response to Public Counsel Data Request 415(a)).
% Boyd, Exh. AMB-14C (PSE Response to Public Counsel Data Request 415).
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3. Additional considerations.

Does Staff have any other concerns related to the TEN project that the
Commission should be aware of?

Yes. Staff also has concerns related to equity, minimized pilot learning potential due
to PSE’s decision to not own or operate the project, and the use of hot and cold-water
loops instead of an ambient temperature loop. Most of these concerns also directly

relate to considerations in the statute.

a. Equity.

Does the pilot advance equity and lead to benefits in disadvantaged
communities?

PSE has not demonstrated that equity was a central consideration in project selection
and design. When asked whether they conducted a distributional equity analysis
through discovery, PSE was unable to provide any supporting documentation.
Instead, the Company indicated they only did a qualitative analysis based on
environmental health disparities data. Despite not having quantified the air pollution
reductions associated with the TEN project,’® PSE highlights that the project is an
area the area scores highly across several indices in the Environmental Health

Disparities Map.”” However, the project is not located within a named community.”®

% Boyd, Exh. AMB-13C (PSE Response to Public Counsel Data Request PC DR 416(c)).
7 Boyd, Exh. AMB-3 (PSE Response to Staff Data Request 181, Attachment A at 9); Petition at 11-12.
% Boyd, Exh. AMB-3 (PSE Response to Staff Data Request 181, Attachment A at 9).
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Staff remains concerned that PSE selected a pilot that does not directly serve low-
income or vulnerable populations and PSE does not currently have plans to expand

the TEN to serve such populations.

b. PSE does not intend to own or operate the TEN.

Does the statute require the utility to own and operate its proposed TEN pilot?
No, the TEN legislation does not exclude the utility from contracting with a third-
party to own and operate the pilot project. However, Staff contends that not directly
owning and operating the facility may limit the learnings of the pilot, specifically

around how a TEN fits into PSE’s business.

Did PSE explain why it decided to work with a third-party developer?

Yes. PSE opted to find a third-party developer with prior experience with thermal
energy systems as it is a “new type of infrastructure and business model for PSE.”*’
Additionally, PSE highlights that “[d]eveloping and operating a Thermal Energy
Network would involve coordination across multiple functional areas within PSE,
including planning, engineering, construction, operations and maintenance, billing,
regulatory, legal, information technology, and other functions.”!®® The Company
further states that they want to “rely on an experienced team to make the pilot project

successful.”!®! While Staff understands the value of collaborating with entities that

% Boyd, Exh. AMB-17 (PSE Response to Staff Data Request 182(a)).
10 Boyd, Exh. AMB-17 (PSE Response to Staff Data Request 182(a)).
101 Boyd, Exh. AMB-3 (PSE Response to Staff Data Request 181, Attachment A at 10).
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have experience owning and operating TEN—there are also opportunities for this
within a model where PSE takes on a more central role. The list of challenges related
to coordination across the Company also are some of the exact types of challenges

that should be explored in a pilot.

Q. Does PSE provide details on the Company’s intended level of involvement in the
project?

A. PSE talks about wanting the developer to be a “true partner to PSE” and how it
hopes to “gain operational and technical experience” through the process.!%> The
issued RFQ includes broad statements about the potential relationship between PSE
and the developer, stating that “PSE is seeking an equitable sharing of risk and is
prepared to provide favorable conditions for qualified parties to succeed in system
development and operation, including PSE carrying risks within its scope of control
and providing support in areas where it has unique capability or influence” even
potentially “leveraging PSE’s personnel resources and trusted role in WA.”!%
However, PSE has not provided additional specifics on the nature of this relationship
and the exact level of Company involvement throughout the TEN pilot process

remains vague.

122 Boyd, Exh. AMB-3 (PSE Response to Staff Data Request 181, Attachment A at 10); Boyd, Exh. AMB-17
(PSE Response to Staff Data Request 182).
103 Boyd, Exh. AMB-3 (PSE Response to Staff Data Request 181, Attachment A at 11).
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Please expand on Staff’s concerns around PSE’s decision to not own or operate
the TEN?
The statute gives gas companies explicit priority for developing TENSs pilots in their
service territories.!® Also the second consideration listed in the statute centers on
“[t]he use of the existing natural gas workforce and other labor considerations, such
as efforts to transition the natural gas workforce to thermal energy work.”!% Lastly,
the statute places an explicit focus on learning, specifically “[w]hether the pilot
project will develop information useful for the commission’s adoption of rules
governing thermal energy networks.”!% A TEN presents an opportunity for a gas and
or combination utility to explore a new business opportunity, particularly considering
decarbonization efforts.

The pilot program supports the development of these systems and provides an
opportunity for the Commission, stakeholders, and importantly the Company itself to

learn through experience how this new service can fit within its business model.

Are there any aspects of a TEN that stand out as markedly different from other
utility projects that Staff would like to highlight?

Yes. A TEN likely involves the utility (or in this case a developer) owning and
operating customer sited/behind the meter equipment. This will likely present
challenges for the utility in terms of decisions around cost-sharing, maintenance, and

communication across the participating entities. This presents a new arrangement for

104 RCW 80.28.460.
105 RCW 80.28.460(3)(b).
106 RCW 80.28.460(3)(i).
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an investor-owned utility and is another aspect of a TEN that should be explored in a
pilot. While PSE has explained that the individual building heat exchangers/energy
transfer stations will be the dividing line between what is owned by the developer
and SU,'%” the Company is a step removed from these issues.

By not owning the project, PSE’s pilot may not provide the same
opportunities to see how a TEN can fit within the Company’s business operations,
especially since they have not provided additional details through testimony or

discovery on how they would gain similar experience without owning the system.

c. The SU TEN does not use ambient temperature fluid.

Q. Does the statute require a proposed TEN pilot to use ambient temperature
fluid?
A. No, it is not required. However, one of the factors the Commission must consider is

“[w]hether the thermal energy network is a distributed system that uses ambient
temperature fluid and high-efficiency heat pump equipment in each building in the

network.”108

Does the SU TEN project use an ambient temperature fluid?
No. Based on the existing hot and cold water loops on campus, PSE opted to not use

an ambient temperature loop design. While an ambient loop design may not be the

197 Boyd, Exh. AMB-17 (PSE Response to Staff Data Request 182(c)).
108 RCW 80.28.460(3)(1).
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best option in all situations, there are added efficiency gains and other benefits from
an ambient loop design. It is also clear from statutory language that exploring

ambient loop designs is a legislative priority.

How should the lack of an ambient fluid design impact the Commission’s
assessment of the project?

It is important to consider to what extent the pilot tests out more novel technologies
and project designs when weighing project learnings and value vs. affordability
concerns. Staff does not believe that PSE’s design choice to leverage existing
infrastructure at SU—especially given the reality that the TEN will not meet the
entire loads of the connected buildings—should in isolation disqualify this project.
However, this is yet another statutory consideration that PSE’s selected project does

not meet.

Does this conclude your testimony?

Yes.
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