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I. INTRODUCTION AND SUMMARY

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Dr. Amanda H. Safford, and my business address is PO Box 6217, Incline
Village, Nevada, 89450.

PLEASE SUMMARIZE YOUR EDUCATION AND WORK EXPERIENCE.

I have a Bachelor of Science in Economics from Duke University and a PhD and MBA
from the University of Nevada. I have sponsored testimony in regulatory jurisdictions in
the Western United States. A list of recent cases where I have submitted testimony can
be found in Safford, Exhibit AHS-2.

PLEASE STATE THE PARTY ON WHOSE BEHALF YOU ARE TESTIFYING.

I am testifying on behalf of the Alliance of Western Energy Consumers (“AWEC”).
AWEC is a non-profit trade association whose members are large utility customers
located in the Western United States. AWEC was formed as a result of the merger of the
Northwest Industrial Gas Users into the Industrial Customers of Northwest Utilities on
April 1,2018. AWEC has a large and diversified base of members that represent
industries such as agriculture, aeronautics, air products, pulp and paper, food processing,
information technology, healthcare, and more.

WHAT IS THE PURPOSE OF YOUR RESPONSE TESTIMONY?

I respond to PSE’s Direct Testimony regarding the following issues:

. Investor Supplied Working Capital Measurement Methodology

. Construction Work in Progress (“CWIP”) in Rate Base
. Elimination of Power Cost Adjustment Mechanism (“PCAM”) Bands
Response Testimony of Dr. Amanda H. Safford Exhibit AHS-1T
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. Wildfire Tracker (Schedule 141 WFP)
J Targeted Electrification Program Pilot

PLEASE SUMMARIZE YOUR PRINCIPAL CONCLUSIONS AND
RECOMMENDATIONS.

My testimony makes the following recommendations:

. I recommend that the Commission adopt the average of monthly averages
(“AMA”) as the appropriate measurement basis for investor supplied working
capital, rather than the end of period (“EOP”) basis that PSE applies through a
restating adjustment to its test year working capital balances.

o I recommend that the Commission reject PSE’s proposal to eliminate the sharing
bands and dead bands in PSE’s PCAM consistent with long-standing Commission
policy.

° I recommend that the Commission eliminate PSE’s Wildfire Tracker, Schedule
141 WFP, and order PSE to recover wildfire-related costs in base rates.

° I recommend that the Commission order PSE to remove Schedules 87T, 449, and
459, EITE customers, and special contracts from cost recovery of Targeted
Electrification Program Pilot costs absent a showing that these customers receive
direct benefits from PSE’s proposed program continuation.

II. INVESTOR SUPPLIED WORKING CAPITAL
METHODOLOGY ADJUSTMENT

HOW DOES PSE MEASURE INVESTOR SUPPLIED WORKING CAPITAL IN
THIS PROCEEDING?

Witness Free explains that PSE presents its test year investor supplied working capital on

an AMA basis as the starting point for its calculation, then applies a restating adjustment

Response Testimony of Dr. Amanda H. Safford Exhibit AHS-1T
Dockets U-260005-06 & UE-260113 (cons.) Page 2



10

11
12

13

14

15

16

17

18

19

20

21

to convert the net plant in service component of rate base to an EOP basis as of June 30,
2025." The effect of this restating adjustment is to substitute a single point-in-time
snapshot of working capital balances in place of the average of each monthly amount,
which more accurately captures the working capital PSE employed throughout the test
year.

DOES AWEC RECOMMEND THAT PSE USE AMA FOR INVESTOR
SUPPLIED WORKING CAPITAL INSTEAD OF EOP?

Yes. AWEC recommends that PSE use AMA instead of EOP for investor supplied
working capital. In other words, AWEC recommends that PSE remove the restating
adjustment that converts electric and gas working capital in rate base to EOP.

WHY IS AMA A MORE APPROPRIATE MEASURE FOR WORKING CAPITAL
THAN EOP?

Washington is one of few states that uses a balance sheet approach to measure working
capital rather than a lead-lag study. Under this approach, working capital is calculated
based on balance sheet account balances rather than from a modeled analysis of the
timing of cash inflows and outflows. Because the balance sheet approach relies on actual
recorded balances rather than a process model, the choice of measurement date or
methodology is particularly important. A single date snapshot, such as EOP, can reflect
anomalous conditions on a particular date, such as elevated cash balances at period end,
seasonal fluctuations in gas inventory, or transactional deposits that are outstanding only

briefly. AMA smooths out these distortions by averaging the balance in each account

Exh. SEF-1T, at 28:3-15.
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across the test year, producing a more representative measure of the working capital PSE

needs to support its operations throughout the year.

Q. HAS THERE BEEN SUPPORT FOR USING THE AMA MEASUREMENT FOR
INVESTOR SUPPLIED WORKING CAPITAL IN PAST PROCEEDINGS?

A. Yes. In PSE’s 2019 General Rate Case (“GRC”), both PSE and Commission Staff agreed
on AMA as the appropriate measurement methodology for investor supplied working
capital.> Although the Commission ultimately ordered PSE to use EOP in that
proceeding,’ that history is informative as it reflects a consensus between Staff and PSE
that the AMA methodology more accurately represents working capital needs than EOP.
This proceeding presents a natural opportunity for the Commission to revisit the working
capital measurement methodology and consider whether AMA, which both PSE and Staff
have previously agreed was the more appropriate measure, should be adopted in place of
EOP going forward.

Q. WHAT IS THE REVENUE REQUIREMENT IMPACT OF USING THE AMA
METHODOLOGY INSTEAD OF EOP FOR WORKING CAPITAL?

A. Based on the working capital account detail presented in PSE’s filing, the difference
between EOP and AMA working capital balances is approximately $96 million higher for
electric and $45 million higher for gas annually.* As set forth in the testimony of Dr.
Kaufman on behalf of AWEC, AWEC is recommending a rate of return of 9.25% and

weighted average cost of capital (“WACC”) of 7.31%. Applying AWEC’s recommended

See Washington Utilities and Transportation Commission v. Puget Sound Energy, Dockets UE-190529 and
UG-190530 (consolidated); Dockets UE-190274 and UG-190275 (consolidated); Dockets UE-171225 and
UG-171226 (consolidated); Dockets UE-190991 and UG-190992 (consolidated), Order 08/05/03 at 38 (Jul.

8, 2020).
3 Id. at 2.
4 Workpaper: 260005-06-PSE-WP-SEF-5-TJP-5-WkgCapRateBase-26GRC-02-2026, Tab: WC.
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WACC, this adjustment would result in approximately a $9.4 million reduction to electric
revenue requirement and approximately a $4.4 million reduction to gas revenue
requirement, for a combined reduction of $13.8 million in each rate year. For reference,
applying PSE’s requested WACC of 8.09% and the conversion factors included in Exh.
SEF-4 (Electric Revenue Requirements Model) and Exh. TJP-4 (Gas Revenue
Requirements Model), this difference produces a revenue requirement reduction of
approximately $10.4 million for electric and $4.9 million for gas, for a combined
reduction of approximately $15.3 million in RY'1. The calculations for all rate years and
references for these figures are provided in Exh. AHS-3. AWEC recommends the
Commission adopt AMA as the measurement basis for working capital and apply the
corresponding adjustments to PSE’s electric and gas revenue requirements.

III. CWIP RECOVERY

PLEASE DESCRIBE PSE’S CWIP RECOVERY PROPOSAL IN THIS
PROCEEDING.

PSE witness Free sponsors adjustments (Nos. 6.47 through 6.52) that would place
construction work in progress (“CWIP”) directly into rate base for six utility-scale
generation projects currently under construction. Those projects are Battle Butte Solar,
Beaver Creek Wind 2, Firm Capacity Turbines Tranches 1 and 2, Lower Snake River
Wind Phase 2, and Schnebly Coulee Solar.’ PSE witness Pospisil provides testimony
that inclusion of CWIP in rate base for these projects is balanced, consistent with law and

appropriate on a policy basis.®

Exh. SEF-1T at 69:1-12.
Exh. CJP-1HCT at 114:1-117:3.
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WHAT METHOD DOES PSE CURRENTLY USE TO RECOVER
CONSTRUCTION FINANCING COSTS?

PSE currently recovers construction financing costs through Allowance for Funds Used
During Construction (“AFUDC”). Under AFUDC, the carrying charges attributable to a
construction project are accrued and capitalized into the cost of the asset. When the plant
enters service and is included in rate base, PSE begins recovering both the underlying
construction costs and the capitalized AFUDC over the depreciable life of the asset. This
timing aligns the collection of construction costs with the period during which the plant
provides customer benefit. Under PSE’s proposal, AFUDC would cease accruing once
CWIP balances are transferred into rate base, and PSE would begin earning its weighted
average cost of capital on those construction balances before the facilities reach their in-
service dates.’

HAS THE COMMISSION RECENTLY ADDRESSED PSE’S REQUEST FOR
CWIP IN RATE BASE?

Yes. In PSE’s 2024 General Rate Case, the Commission addressed a request by PSE to
place CWIP in rate base for the Beaver Creek Wind Project and for resources placed in a
proposed Clean Generation Resources tracker. In Final Order 09/07, the Commission
stated that it was “not persuaded that it is in the public interest to allow CWIP in rate base
on plant that would be placed into PSE’s proposed CGR tracker generally, or the Beaver
Creek Wind Project specifically.”® PSE sought reconsideration of that decision. The

Commission denied PSE’s petition in Order 11/09, finding that PSE had not presented

Exh. SEF-1T at 69:20-70:4.

Washington Utilities and Transportation Commission v. Puget Sound Energy, Dockets UE-240004 & UG-
240005 (consolidated) & Docket UE-230810, Final Order 09/07 at § 250 (Jan. 15, 2025).
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new arguments and that the cash flow and credit metric benefits PSE cited were not a
sufficient basis for reconsidering the denial, adding that “reconsidering the issues raised
by PSE, including CWIP, would together result in potentially unjust and unreasonable
increases in rates for customers.””

DOES PSE’S CURRENT REQUEST SATISFY THE CRITERIA THE

COMMISSION IDENTIFIED FOR FUTURE CONSIDERATION OF CWIP IN
RATE BASE?

Generally, no. In Order 09/07, the Commission stated that it may consider CWIP in rate
base on a case-by-case basis for projects that are (1) commercially feasible, and therefore
entail less relative risk, and (2) of shorter relative duration, meaning within the timeline
of an MYRP or CEIP.!® Applying those criteria to each of the six proposed CWIP
projects shows that the majority of the projects cannot satisfy them, and even if the
projects meet this criteria, CWIP should not be applied for the reasons discussed below.
Firm Capacity Turbines Tranches 1 and 2: PSE acknowledged in response to Public
Counsel Data Request No. 289 that Firm Capacity Turbines Tranche 1 and Tranche 2
“are not expected to be completed by the end of Rate Year 3 of the Multi-Year Rate Plan
(“MYRP”) period.”!! The Commission identified completion within an MYRP timeline
as a requirement for projects to qualify for CWIP consideration and these two projects do

not meet that standard.

11

Washington Utilities and Transportation Commission v. Puget Sound Energy, Dockets UE-240004 & UG-
240005 (consolidated) & UE-2308910, Order 11/09 Denying Petition for Reconsideration at 9 20-21
(Mar. 17, 2025).

Dockets UE-240004 & UG-240005 (consolidated) & UE-230810, Final Order 09/07 at ] 256.
Exh. AHS-4 (PSE’s Response to Public Counsel Data Request No. 289).
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Lower Snake River Wind Phase 2: PSE disclosed in AWEC Data Request No. 001 that
this project faces delays in the Federal Aviation Administration’s Determination of No
Hazard process because the Department of Defense has not completed its review, and that
full construction cannot proceed until those determinations are issued.'? PSE also
acknowledged that project schedule and cost are expected to change from the figures in
its filing, with updates to be provided in rebuttal testimony.'® For these reasons, this
project does not appear to meet the reduced-risk criteria the Commission associated with
commercial feasibility.

Schnebly Coulee Solar: PSE disclosed in response to AWEC Data Request No. 001 that
this project is expected to see cost increases from the approved budget due to a change in
its engineering, procurement and construction contractor and a shift to domestically
manufactured solar modules, with updated cost figures to be provided in rebuttal
testimony.'* For these reasons, this project does not appear to meet the reduced-risk
criteria the Commission associated with commercial feasibility.

Beaver Creek Wind 2: PSE disclosed in response to AWEC Data Request No. 001 that
environmental compliance requirements related to a golden eagle nest have required
relocating eight turbine sites, with additional design costs and a shifted commercial
operation date.!> PSE characterizes these changes as minor and within budget. Whether

this meets the Commission’s reduced-risk commercial feasibility criteria is questionable.

Exh. AHS-4 (PSE’s Response to AWEC Data Request No. 001).
1d.
Id.
Id.

Response Testimony of Dr. Amanda H. Safford Exhibit AHS-1T
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Battle Butte Solar: PSE reports no material budget or scope changes for this project.
However, Battle Butte Solar represents a fraction of the total CWIP PSE seeks to place in
rate base across all six projects. Approving CWIP treatment for Battle Butte alone would
not produce the cash flow and credit metric improvements PSE has used to justify the
overall request.

ARE THERE POLICY CONSIDERATIONS FOR WHY PSE’S PROPOSAL TO
USE CWIP SHOULD BE REJECTED?

Yes. Regardless of whether the six projects meet the Commission’s criteria, as AWEC
has previously testified, sound policy also weighs in favor of rejection. First, AWEC is
concerned about intergenerational inequity. When CWIP is placed in rate base, current
customers are charged for the construction costs of facilities that have not yet entered
service and are not yet providing them with any benefit. The customers who pay those
costs during the construction period are not necessarily the same customers who will
receive service from the completed facilities. At the same time, future customers who do
ultimately benefit from the plant will not necessarily have paid the financing costs prior
to completion. This misalignment of costs and benefits across customer generations is a
key concern with CWIP in rate base. The Commission has recognized the importance of
mitigating intergenerational inequity previously, including in PSE’s 2024 GRC where it
found that limiting cost recovery periods would “mitigate the impacts of intergenerational

inequities” and more closely align rates with actual costs. '

16

Dockets UE-240004 & UG-240005 (consolidated) & UE-230810, Final Order 09/07 at 4 408 (Jan. 15,
2025).
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Additionally, AWEC remains concerned that the use of CWIP reduces a utility’s
incentive to manage project costs and represents a transfer of risk from shareholders to
customers. This shift in incentive occurs because a utility begins earning a rate of return
on capital prior to the point that it is placed into service. Even with the Commission’s
articulated criteria, there is still a risk of construction delay, cost overruns, and project

cancellations.
PSE ARGUES THAT CWIP IN RATE BASE WILL PRODUCE LOWER TOTAL

COSTS FOR CUSTOMERS OVER THE LIFE OF THE ASSET THAN AFUDC.
HAS THE COMMISSION PREVIOUSLY EVALUATED THIS CLAIM?

Yes. In the 2024 GRC, PSE witness Doyle presented analysis claiming that CWIP in rate
base would cost customers less than AFUDC over the life of the asset.!” The
Commission considered that analysis and still declined to authorize CWIP in rate base.'®
When PSE sought reconsideration, it again argued that CWIP would be less costly to
customers than AFUDC." Staff and AWEC both responded that PSE had presented no
new arguments.’’ The Commission agreed and denied reconsideration, reaffirming that
CWIP in rate base for Beaver Creek was “not at this time a good use of CWIP.”?! As
Witness Martin acknowledges, the primary effect of CWIP in rate base is on the timing of
cost recovery, meaning that the near-term rate burden falls on current customers who are

already facing significant rate increases. **

20
21
22

Id. at §227.

Id. at §250.

Dockets UE-240004 & UG-240005 (consolidated) & UE-230810, Order 11/09 Denying Petition for
Reconsideration at 9 15 (Mar. 17, 2025).

Id. at 9 15-16.

Id. at 9 21.

Exh. JLM-1CT at 45:7-8.
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IS AWEC PERSUADED BY PSE’S CLAIM THAT CUSTOMERS WILL PAY
LOWER TOTAL COSTS OVER THE LIFE OF THE ASSET?

No. Concerns about intergenerational inequity, transfer of risk to customers and reduced
incentives for PSE are not outweighed by the modest savings that PSE

asserts. Additionally, the “savings” to customers reflects a timing difference in cost
recovery from shifting payments earlier in time and not a systemic benefit to customers.

WHAT IS AWEC’S POSITION ON PSE’S CWIP IN RATE BASE REQUEST?

AWEC recommends that the Commission deny PSE’s request. The Commission
considered this question in the 2024 GRC and concluded that PSE’s proposal was not in
the public interest. PSE has returned in this proceeding with an expanded request
covering six projects with a capital investment of approximately $1.2 billion.?> AFUDC
remains the appropriate mechanism for recovering financing costs on these projects,
consistent with previous Commission orders.

IV.  PCAM CHANGES

WHAT IS PSE’S PROPOSAL REGARDING THE PCAM IN THIS DOCKET?

PSE asks the Commission to eliminate both the deadbands and sharing bands (“Bands”)
from PSE’s Power Cost Adjustment Mechanism (“PCAM”), effective January 2027.%*
This is the same request PSE made in Docket UE-250537.%

PLEASE PROVIDE A BRIEF SUMMARY OF THE PROCEEDING AND
RESOLUTION IN DOCKET UE-250537.

23
24
25

Exh. JLM-1CT at 42:14-15.
Exh. JAP-IT at 2:2-14.
Docket UE-250537 - Exh. JAP-1T at 2:43-5 (Jul. 8, 2025).
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PSE filed a standalone tariff request in UE-250537 on July 8, 2025. Staff, Public
Counsel, The Energy Project, and AWEC all opposed it, and AWEC moved to dismiss.
On February 23, 2026, the Commission granted the motion in Order 06, holding that
RCW 80.28.425(5) required PSE to raise this issue in a general rate case rather than a
standalone tariff filing, given that PSE remains bound to the term of its 2024 multiyear

rate plan.?® The Commission dismissed the filing on that basis.

PLEASE SUMMARIZE AWEC’S POSITION ON PSE’S PROPOSAL TO
MODIFY THE PCAM.

AWEC’s position is unchanged from the position set forth in UE-250537. In that
proceeding, AWEC witness Bradley Mullins recommended no changes to the current
structure of PSE’s PCAM and testified that the Commission has repeatedly reaffirmed the
design elements of power cost mechanisms like PSE’s, including recently in Avista
Corporation’s Docket UE-240006 and PacifiCorp’s Docket UE-230172.%7 Mullins
testified that deadband and sharing bands originated in a settlement stipulation that PSE
itself supported in its 2001 rate case, and that PSE’s own testimony supporting that
settlement described the mechanism as one that would equitably share power cost
variances between shareholders and ratepayers and give PSE a level of protection from
extreme cost swings.”8

Mullins also testified that the Bands are a risk sharing mechanism, not a burden

imposed on PSE, and that removing them would shift nearly all power cost risk onto

26

27
28

Washington Utilities and Transportation Commission v. Puget Sound Energy, Docket UE-250537, Order 6
(Feb. 23, 2026).

Exh. AHS-5, (Exh. BGM-I1T at 2:3-5).

Id. at 3:1-4:1.
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customers rather than fairly dividing that risk between PSE and customers.?’ On PSE’s
claim that its power cost forecasts are biased against it, Mullins testified that a forecast
must be treated as unbiased for ratemaking purposes, meaning actual costs are equally
likely to land above or below the baseline, so a claimed forecasting problem calls for
improving the forecast methodology, not restructuring the PCAM.*°

Mullins also testified, in cross-answering testimony, that he agreed with Staff
witness Gomez that the evidence, if anything, supports expanding the Bands rather than
eliminating them, given how much PSE’s power costs have grown since the Bands were
last set, but that he did not agree with Gomez’s recommendation to resolve that question
through a binding collaborative process, since the parties’ positions on this issue are
already well established.>! Mullins concluded that PSE’s testimony offered no new
substantive evidence to justify departing from the Commission’s longstanding PCAM
policy.*> AWEC’s position in this docket is unchanged from that testimony, and I adopt
the testimony of Mr. Mullins, attached as AHS-5, in this proceeding.

WHAT DID COMMISSION STAFF CONCLUDE ABOUT PSE’S PROPOSAL IN
DOCKET UE-250537?

Staff witness David Gomez responded directly to each of PSE’s justifications for
eliminating the Bands and rejected each of these justifications in turn. Gomez analyzed
PSE’s PCAM variances from 2019 through 2024 and identified three real causes:

extraordinary market events of the kind the PCAM was created to address, tightening

29
30
31
32

Id. at 5:5-6:10.

Id. at 6:11-7:8.

Exh. AHS-5 (Exh. BGM-3T at 4:16-5:13).
Exh. AHS-5 (Exh. BGM-1T at 13:9-13).
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supply in Northwest power markets that amplifies those events, and PSE’s failure to
timely refresh the underlying assumptions in its cost baseline.>*> He also rejected PSE’s
claim that it has limited ability to control its power costs and rejected the claim that the
Bands, rather than the variances and their causes, are the source of PSE’s financial
challenges.** His recommended solution was not removal of the Bands but a
recommitment by the Commission, PSE, and intervenors to the PCAM’s underlying
principles, paired with more frequent baseline updates in PSE’s next multiyear rate
plan.*

HAS THE RATEPAYER SHARE OF PCAM VARIANCE SINCE 2019
CHANGED SINCE STAFF’S REVIEW IN DOCKET UE-250537?

Yes. In UE-250537, Staff calculated that since 2019 ratepayers had absorbed over $325
million, or 65 percent of the total variance not including interest, which PSE eventually
recovers through Schedule 95 surcharges with interest.>** AWEC’s discovery in this
docket updates that figure: PSE’s response to AWEC Data Request No. 015 updates final
2025 results to conclude that ratepayers have absorbed $404 million, or 69 percent of the
total variance since 2019.%

HAS THE COMMISSION CONSIDERED SIMILAR PROPOSALS FROM
OTHER UTILITIES?

Yes. The Commission rejected substantially similar proposals to eliminate or materially

weaken deadband and sharing band structures from Avista Corporation and PacifiCorp,

33
34
35
36
37

Docket UE-250537, Exh. DCG-1T at 7:16-8:8.

Id. at 24:18-26:6.

1d. at 8:17-9:2.

Id. at 7:7-9.

Exh. AHS-4 (PSE’s Response to AWEC Data Request No. 015).
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both within the past several years.>® Those decisions reflect a consistent Commission
policy across all three investor owned electric utilities in Washington. PSE Witness Jon
Piliaris’ testimony identifies nothing that distinguishes PSE’s case.

DOES PSE OFFER ANY ALTERNATIVE TO FULLY ELIMINATING THE
BANDS?

Yes. Both in its direct and rebuttal testimony in Docket UE-250537, PSE acknowledges
that a more limited form of sharing might still be warranted.*® In rebuttal, Piliaris
proposes, as an alternative, sharing five percent of variances with no deadband, based on
a rough averaging of the sharing levels used by some of the proxy utilities in PSE’s
authorized return analysis.* While an obvious improvement over PSE’s primary
recommendation, AWEC’s position remains that the current Bands should be retained,
and appreciates that PSE’s proposal acknowledges that there are benefits to a risk sharing
mechanism, including “shared interest in improving power cost forecasting.”*!
PLEASE SUMMARIZE YOUR RECOMMENDATION.

The Commission should reject PSE’s proposal and retain the current Bands. AWEC’s
position is unchanged from its testimony in UE-250537. The reasons PSE gives for

removing the Bands have already been answered by Staff’s own review of PSE’s data.

PSE has provided a fallback proposal for limited sharing rather than full elimination, but

38

39
40
41

Washington Utilities and Transportation Commission v. Avista Corp, Dockets UE-240006 & UE-240007
(consolidated), Order 08 at 9 76-78 (Dec. 20, 2024); see also Washington Utilities and Transportation
Commission v. PacifiCorp, Docket UE-230172 & Docket UE-210852 (consolidated), Order 08/06 at 99
187-202 (March 19, 2024).

Docket UE-250537, Exh. JAP-01T at 81, fn. 179.
Docket UE-250537, Exh. JAP-17T at 38:14-19.
Id. at 42:3-6.

Response Testimony of Dr. Amanda H. Safford Exhibit AHS-1T
Dockets U-260005-06 & UE-260113 (cons.) Page 15



10

11

12

13

14
15

16

17

18

19

20

AWEC’s position is that the current Bands should be retained rather than narrowed along
the lines PSE proposes.
V.  WILDFIRE PREVENTION TRACKER (SCHEDULE 141WFP)

PLEASE DESCRIBE SCHEDULE 141 WFP.

In PSE’s 2024 General Rate Case, PSE was permitted to establish Schedule 141 WFP,
pursuant to which PSE recovers certain wildfire-related costs. In response to WUTC
Staff Data Request No. 153, PSE explained that wildfire prevention O&M and capital
costs are excluded from base rates and from the MYRP revenue requirement in this case,
and are instead recovered through the annual Schedule 141 WFP tracker mechanism.*
PSE’s preliminary budget estimates for In-Service Capital / O&M costs respectively for
Schedule 141 WFP are approximately $125 million / $15 million from February 2027-
January 2028, $133 million / $15 million from February 2027-January 2028, and $139
million / $14 million from February 2027-January 2028.%

DOES AWEC MAINTAIN THAT THE SCHEDULE 141WFP TRACKER IS
UNNECESSARY?

Yes. Consistent with AWEC’s position in PSE’s 2024 General Rate Case, AWEC
continues to oppose recovery of certain wildfire-related costs through a separate tracker.
PSE explains that it does not prepare multi-year revenue requirement forecasts for
Schedule 141WFP, because wildfire costs are determined on a single year basis through

the annual tracker filing.** Handling wildfire costs separately from the MYRP process is

42
43
44

Exh. AHS-4 (PSE Response to WUTC Staff DR 153).
1d.
1d.
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not necessary. Other costs in PSE’s revenue requirement are forecast across Rate Years 1
through 3 as part of the MYRP, using the same forecasting and updating process that
could apply to wildfire costs as well. This constitutes single-issue ratemaking, which is
generally disfavored because it can distort the matching of costs and revenues that a rate
case is intended to achieve. In PSE’s last GRC, the Commission reasoned that the
Schedule 141WFP tracker’s annual true-ups kept it from being single-issue ratemaking.*’
AWEC respectfully disagrees. Single-issue ratemaking occurs when a utility is permitted
to isolate a discrete cost for cost recovery without reviewing the utility’s entire revenue
requirement, including expenses and overall rate of return.*® That is the function of
Schedule 141WFP. The fact that there are annual true-ups does not change this fact.
Further, single-issue ratemaking is disfavored because it removes the incentive for a
utility to control costs between rate cases.*’ Allowing dollar-for-dollar recovery of WFP
costs removes PSE’s incentive to operate within a forecasted budget amount. The
Commission also indicated it would evaluate tracker policy, including this one, in a
separate proceeding.*® While that proceeding has not occurred, AWEC believes this
proceeding is an appropriate time for the Commission to revisit including these costs in

the MYRP process.

45
46

47

48

Dockets UE-240004 & UG-240005 (consolidated) & UE-230810, Final Order 09/07 at 9 126.

James C. Bonbright, Albert L. Danielsen & David R. Kamerschen, Principles of Public Utility Rates at 82
(2d ed. 1988) (“Regulation is designed to focus on the total cost of service to and avoid piecemeal
ratemaking. The regulator's concern is with the utility's total revenue requirement, not with changes in
isolated cost items.”).

See e.g. WUTC v. Puget Sound Energy, Dockets UE-060266 & UG-060267, Order 08 at §[ 37 (Jan. 5, 2007)
(“In particular, we disfavor and typically avoid single-issue ratemaking and we are careful to preserve so
far as is reasonable the ‘matching principle’ that relies on out consideration of all revenues, costs, and

adjustments in the context of a test year with a definite ending date.”)
Dockets UE-240004 & UG-240005 (consolidated) & UE-230810, Final Order 09/07 at q 126.
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PLEASE DESCRIBE AWEC’S PROPOSAL WITH RESPECT TO SCHEDULE
141WFP.

AWEC recommends the Commission eliminate Schedule 141 WFP in this proceeding and
include PSE’s wildfire-related costs in the MYRP process along with its other capital and
O&M costs.

VI. TARGETED ELECTRIFICATION PROGRAM PILOT

IS PSE SEEKING TO RECOVER TARGETED ELECTRIFICATION PROGRAM
PILOT COSTS IN THIS CASE?

Yes. PSE is seeking to recover $17.25 million in O&M costs for its Targeted
Electrification Program (“TEP”) pilot.

IS THE TARGETED ELECTRIFICATION PROGRAM IN THIS PROCEEDING
THE SAME PROGRAM THE COMMISSION ADDRESSED IN PSE’S LAST
GRC?

Yes. It is a continuation of two components of that same program. PSE Witness August
explains that TEP Phase 2 included five components, and that PSE now proposes to
continue only two of them beyond Phase 2: the Targeted Electrification Pilot — Duvall
and the Commercial and Industrial Grant Pilot.*” The other three Phase 2 components are
being consolidated into separately funded Climate Commitment Act (“CCA”)
decarbonization programs outside of this docket.’® The $17.25 million in TEP costs PSE
seeks to recover in this proceeding is the continuation of the same Duvall Pilot and the

same Commercial and Industrial Grant Pilot that were part of the TEP Phase 2 program

the Commission addressed in the last GRC.

49
50

Exh. AAA-1T at 75:3-7.
1d. at 78:6-79:5.
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Q. DOES PSE’S TARGETED ELECTRIFICATION PROGRAM ALLOCATE
COSTS TO ELECTRIC SCHEDULE 449 AND 459 CUSTOMERS AND GAS
SCHEDULE 87T, INCLUDING EITES, AND SPECIAL CONTRACT
CUSTOMERS IN THIS PROCEEDING?

A. Yes. Inresponse to AWEC Data Request No. 049, PSE confirmed that to the extent TEP
O&M costs are recorded in FERC Accounts 920, 921, 923, 926, and 408.1, those costs
are allocated to all electric and natural gas customers, including wheeling (electric) and
transport-only (gas) customers through the mechanical application of PSE’s cost of

service model.’! PSE stated it does not track TEP costs by individual rate schedule.

Instead, the costs are embedded in the overall revenue requirement and flow to all

customer classes as follows:

Table 1: PSE’s Allocation of TEP O&M Costs

ELECTRIC:
Customer Class RY1 RY2 RY3
Schs 7/307 /327 $3,210,437 | $3,247,165 $1,911,198
Schs 8 /24 $634,138 $641,409 $377,722
Schs 7TA/11/25/29 $527,123 $533,169 $314,021
Schs 26 / 26P $268,265 $271,345 $159,853
Schs 10/ 31 $247,517 $250,359 $147,490
Sch 43 $31,149 $31,508 $18,565
Schs 46 / 49 $46,443 $46,978 $27,695
Schs 50 — 59 $69,534 $70,319 $41,257
Schs 448 — 459 $23,229 $23,497 $13,856
Special Contract (V) $12,380 $12,523 $7,384
Sch 5 $1,075 $1,087 $641
Total $5,071,291  $5,129,360 $3,019,681
GAS:
Customer Class RY1 RY2 RY3

Schs 16 /23 /53 $1,802,059 | $1,824,288 $1,095,806
Schs 31 /31T $637,639 $645,534 $388,176
Schs 41 /41T $138,216 $139,921 $84,043
Schs 85/ 85T $53,275 $53,932 $32,392
Schs 86 / 86T $4,477 $4,532 $2,721
Sch 87 /87T $48,871 $49,474 $29,712

51

Exh. AHS-4 (PSE Response to AWEC DR 049).
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Schs 88T $17,369 $17,583 $10,561
Special Contract (V $5,594 $5,663 $3,399
Total $2,707,500  $2,740,927 $1,646,811

HAS THE COMMISSION PREVIOUSLY ADDRESSED WHETHER SCHEDULE
87T, 449, 459, EITE CUSTOMERS AND SPECIAL CONTRACT CUSTOMERS
SHOULD BEAR TEP COSTS?

Yes. In Order 11/09 in Dockets UE-240004, UG-240005, and UE-230810
(consolidated), the Commission agreed with AWEC that exclusion of Schedules 87T,
449, and 459, EITE customers, and special contracts from cost recovery of TEP Phase 2
is appropriate.’?> The Commission found that any indirect benefit these customers might
receive from the program was too speculative on the record developed in that
proceeding.>

HAS PSE PROVIDED EVIDENCE THAT SCHEDULE 87T, 449, 459, EITES AND
SPECIAL CONTRACT CUSTOMERS WILL NOW DIRECTLY BENEFIT

FROM PSE’S PROPOSED TARGETED ELECTRIFICATION PROGRAM
EFFORTS?

No. PSE has not provided evidence or even testimony that previously excluded rate
schedules directly benefit from Targeted Electrification Program pilot efforts, including
from Targeted Electrification Pilot Duvall and the Commercial and Industrial Grant Pilot.
As AWEC explained in the Company’s 2024 General Rate Case, the Commercial and
Industrial Targeted Electrification Grant Pilot does not benefit unbundled gas customers
and it remains unlikely that Schedule 87T customers would be able to switch fuels due to

industrial processes.’* Additionally, fuel switching serves to increase stranded costs on

52

53
54

Dockets UE-240004 & UG-240005 (consolidated) & Docket UE- UE-230810, Order 11/09 Denying
Petition for Reconsideration at 9 70.

Id. at 9 70-71.

Id. at 9 65, referring to Kaufman, Exh. LDK-1T at 20:12-18, fn. 34.
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the gas system to be recovered via base rates, increasing costs for remaining gas
customers, including Schedule 87T. For PSE’s gas EITE customers, PSE does not hold
the compliance obligation for emissions associated with natural gas use, and therefore,
EITEs do not benefit from the decarbonization of PSE’s gas system. Finally, with regard
to wheeling customers on Schedules 449 and 459, they would only benefit from the
continuation of these pilots if they are dual-fuel customers of PSE. PSE has not provided
any evidence that this is the case. Wheeling customers already pay for CCA compliance
through their respective energy providers and receive no benefits from fuel switching.

WHAT IS AWEC’S RECOMMENDATION?

The Commission should direct PSE to exclude previously excluded rate schedules from
cost recovery for the Targeted Electrification Program, even in its more limited form,
consistent with its Order 11/09 in the Company’s 2024 General Rate Case. The TEP
program in this docket is the direct continuation of the same Duvall Pilot and
Commercial and Industrial Grant Pilot the Commission already reviewed, the same
rationale for exclusion applies and PSE’s discovery response confirms that any allocation
to these schedules results only from the mechanical application of the cost of service
model rather than direct participation or benefit.>> PSE has provided no argument or
evidence that continuing to exclude these rate schedules from TEP program costs in this
case 1s not possible.

DOES THIS CONCLUDE YOUR RESPONSE TESTIMONY?

Yes.

55

Exh. AHS-4 (PSE Response to AWEC Data Request 049).
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