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I. INTRODUCTION & SUMMARY
Please state your name and business address.
My name is Melissa D. Whited. My business address is 485 Massachusetts
Avenue, Cambridge, MA 02139.
By whom are you employed and in what capacity?
I 'am a Vice President at Synapse Energy Economics, Inc. (Synapse). Synapse is a
research and consulting firm specializing in electricity and gas industry
regulation, planning, and analysis. Our work covers a range of issues, including
economic and technical assessments of demand-side and supply-side energy
resources; energy efficiency policies and programs; integrated resource planning;
electricity market modeling and assessment; renewable resource technologies and
policies; and climate change strategies. Synapse works for a wide range of clients,
including attorneys general, offices of consumer advocates, public utility
commissions, environmental advocates, the U.S. Environmental Protection
Agency, U.S. Department of Energy, U.S. Department of Justice, the Federal
Trade Commission, and the National Association of Regulatory Utility
Commissioners. Synapse’s staff includes over 40 professionals with extensive
experience in the electricity industry.
On whose behalf are you testifying?
I am testifying on behalf of the Public Counsel Unit of the Washington Attorney
General’s Office (Public Counsel).

Please describe your professional qualifications.
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I have 15 years of experience in economic research and consulting. At Synapse, |
have worked extensively on issues related to utility regulatory models and rate
design. I have been an invited speaker at numerous industry conferences,
including as a panelist for the National Association of Regulatory Utility
Commissioners (NARUC) Subcommittee on Rate Design at the 2021 Winter
Policy Summit and at the 2018 Annual Meeting.

I have sponsored testimony or expert reports before 18 utility regulatory
commissions in the United States, three Canadian provinces, and the Federal
Energy Regulatory Commission. I hold a Master of Arts in Agricultural and
Applied Economics and a Master of Science in Environment and Resources, both
from the University of Wisconsin-Madison. My resume is attached as Exhibit
MDW-2.

What topics does your testimony address?
My testimony addresses PSE's proposed residential electric and gas rate design,
the design of the Company's proposed residential time-of-use (TOU) rates, and
the Company's proposed electric revenue allocation among customer classes.
What exhibits are you sponsoring in this proceeding?
With this testimony, I am sponsoring the following exhibits:
e Exhibit MDW-2 Resume of Melissa D. Whited
e Exhibit MDW-3 PSE Response to Public Counsel Data Request No.
e Exhibit MDW-4 ;}g?]’i Response to Public Counsel Data Request No.
e Exhibit MDW-5 13’98?5 Response to Public Counsel Data Request No.

397

e Exhibit MDW-6 PSE Response to Public Counsel Data Request No.
390

Page 2 of 42



AN DN B W N =

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Dockets UE-260005 & UG-260006
Revised Response Testimony of MELISSA D. WHITED
Exhibit MDW-1Tr

Exhibit MDW-7 PSE Response to Public Counsel Data Request No.

389

Exhibit MDW-8 PSE Response to Public Counsel Data Request No.

405

II. SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS

Please summarize your conclusions and recommendations.

Overall, I conclude that several aspects of the Company's proposals are

inconsistent with sound ratemaking principles, including gradualism, cost

causation, customer equity, and efficient price signals. Specifically:

The proposed increase in the residential electric basic charge should be
substantially reduced. Large increases in fixed charges reduce
customer control over bills, weaken incentives for energy efficiency
and conservation, and disproportionately affect lower-usage
customers, including many income-qualified households that are not
enrolled in the Bill Discount Rate program.
For residential gas customers, I recommend that any approved revenue
increase be recovered through the volumetric delivery charge rather
than through higher basic charges.
PSE's proposed TOU rates represent an important opportunity to
encourage beneficial load shifting, but several aspects of the proposed
design should be modified. Specifically:
o The Company should retain a winter morning on-peak period
because the evidence demonstrates that winter morning hours

continue to experience relatively high system loads, wholesale
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prices, and capacity constraints, and customers have
demonstrated the ability to reduce demand during those
periods.

o The Company should refine its methodology for allocating
costs to TOU periods so that prices more accurately reflect
seasonal and time-varying cost causation.

o PSE should maximize enrollment in TOU rates by targeting
customers with electric vehicles, distributed energy resources,
and demand response capabilities, including customers
participating in the Flex Batteries program, while avoiding
double compensation for the same load reductions.

o The Washington Utilities and Transportation Commission
(UTC or Commission) should direct PSE to provide stronger
support for income-qualified customers participating in the
TOU rates by providing temporary bill protection and
evaluating the cost-effectiveness of providing no-cost enabling
technologies, such as smart thermostats, at the time of
enrollment.

The Commission should reject the Company's proposed rate spread

methodology for both gas and electric, because it unnecessarily

perpetuates inequities in revenue-to-cost relationships among customer

classes. The Commission should instead adopt my proposed revenue

Page 4 of 42
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allocation approach that moves customer classes more efficiently

toward cost-based rates while recognizing the need for gradualism.

I11.

Please summarize PSE’s proposed rate increases for residential electric
customers.

PSE proposes to increase both the basic and volumetric energy charges for

RESIDENTIAL ELECTRIC RATE INCREASE AND BASIC CHARGE

residential electric customers dramatically. The basic charge is a fixed monthly

charge assessed per customer that cannot be avoided by reducing electricity

consumption. It may also be referred to as a “fixed charge” or “customer charge.”

PSE proposes to increase the basic charge for single-phase customers by more

than 2.5 times by Rate Year 3 (RY3), from the current rate of $7.49 per month to

$20.00 per month.

The Company also proposes to increase the residential energy charges in

base rates by more than 50 percent over the three-year period. For example, Tier 1

rates (applied to the first 600 kWh) would increase from approximately

$0.14/kWh now to $0.22/kWh by Rate Year 3. The proposed rates for each rate

year are provided in Table 1Table1Table 1Table1.!

Table 1. PSE’s Proposed Residential Electric Rate Increase

Current RY1 RY2 RY3 lnlcllz-zllse Inlc?izzlse lnl:izse
Basic Charge ($/month)
One Phase $7.49 $12.50 $15.00 $20.00 67% 20% 33%
Three Phase $17.99 $21.65 $25.98 $34.64 20% 20% 33%
Energy Charge ($/kWh)

REVISED AUGUST 12, 2026

! Christopher T. Mickelson, Exh. CTM-4 (filed Mar. 20, 2026).
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Tier 1 (<600 kWh) $0.1416  $0.2081  $0.2116
Tier 2 (>600 kWh) $0.1610  $0.2215  $0.2264

$0.2224
$0.2472

47%
38%

2%
2%

5%
9%

Q. How does PSE support a proposed customer charge of more than 2.5 times

the current rate?

A. PSE states that the proposed increases will align the customer charge with the
customer-related costs identified by the cost-of-service study (COSS), at $20.64

per customer per month.? The Company argues that the higher customer charges

will help address cost shifting from net metering customers, and that its proposed

customer charges are among the lowest compared to electric utilities in the State.?

Additionally, PSE asserts that income-qualified customers enrolled in the Bill
Discount Rate program will pay only 60 percent of the standard customer charge

before any discounts are applied and therefore will be protected from the impact

of the customer charge increase.*

Q. What ratemaking principles should the Commission consider when setting

rates?

A. I recommend that the Commission consider the core principles advanced by
Professor James Bonbright when determining just and reasonable rates. In his

seminal work, Principles of Public Utility Rates, Professor Bonbright discusses

the following eight key criteria:

1. The related, “practical” attributes of simplicity, understandability, public

acceptability, and feasibility of application.

2 Mickelson, Exh. CTM-I1T at 68 (filed Mar. 20, 2026).

3 1d. at 61-64.
4 Id. at 65.
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2. Freedom from controversies as to proper interpretation.

3. Effectiveness in yielding total revenue requirements under the fair-return
standard.

4. Revenue stability from year to year.

5. Stability of the rates themselves, with minimum unexpected changes

seriously adverse to existing customers.

6. Fairness of the specific rates in the apportionment of total costs of service
among the different customers.

7. Avoidance of “undue discrimination” in rate relationships.

8. Efficiency of the rate classes and rate blocks in discouraging wasteful use

of service while promoting all justified types and amounts of use:

a. in the control of the total amounts of service supplied by the
Company;
b. in the control of the relative uses of alternative types of service.’

Are these principles widely recognized and used by commissions?
Yes. The principles listed above have been recognized for many years as the
standard for rate design by commissions across the country. They are also

referenced by PSE witness John Taylor.°

5 James C. Bonbright, Principles of Public Utility Rates, Columbia University Press, at 291 (Jan. 1, 1962).
¢ John D. Taylor, Exh. JDT-1T at 25-26 (filed Mar. 20, 2026).
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Is the Company’s proposed rate increase consistent with Professor
Bonbright’s principles?

No. I am particularly concerned about the implications of the requested basic
charge increase. Raising the basic charge by the proposed margin would have two
undesirable effects: (1) it will make all customers’ bills increasingly fixed,
reducing customer control and incentives for energy efficiency and conservation,
and (2) it will have disproportionately negative impacts on the customers who use
the least electricity.

Please explain your concerns regarding the increases in the basic charge
reducing customer control and incentives for conservation.

My primary concern is that increasing the proportion of a customer’s bill that is
fixed reduces customers’ ability to lower their bills through energy efficiency or
conservation. PSE’s proposal to substantially increase both the energy charges
and fixed charges will substantially raise customers’ bills. Because customers
cannot choose another electric utility, their only option to mitigate these bill
increases is to control their electricity consumption. Nearly tripling the fixed
charge prevents customers from controlling that portion of their bill. If instead
more of the rate increase were implemented through volumetric charges,
customers could better manage their bills by reducing their energy consumption.

Customers have no such option regarding the basic charge.

Page 8 of 42
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Please explain your concerns regarding the impacts on lower-income
customers from higher fixed charges.

Higher fixed charges result in greater percentage bill increases for lower-usage
customers. Data indicate that lower-income customers tend to use less electricity
than higher-income customers, meaning that lower-income customers, on
average, would see greater percentage increases in their bills if the basic charge
increase were granted.

How do you know that lower-income customers tend to use less electricity
than higher-income customers?

I analyzed data from the Energy Information Administration’s Residential
Electricity Consumption Survey’ to determine how electricity consumption in
Washington varies by income group. The graph below presents the average
electricity usage for each income group and shows that average usage tends to
increase as household income rises. In fact, the average monthly electricity
consumption for households with incomes greater than $50,000 is 25 percent

higher than for households with incomes less than $50,000.

7US Energy Info. Admin., Residential Energy Consumption Survey (RECS), EIA (2020),
https://www.eia.gov/consumption/residential/data/2020/index.php?view=microdata. The data were filtered
for Washington and weightings were applied to develop point estimates for consumption in each income

group.
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Figure 1. Electricity consumption and income in Washington
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Q. Does PSE’s proposal for customers enrolled in the Bill Discount Rate
program to pay only 60 percent of the standard basic charge alleviate your
concerns regarding the disproportionate impacts on income-qualified
customers?

A. No. The vast majority of income-qualified customers are not enrolled in the Bill
Discount Rate program. According to PSE’s data, approximately 20 percent of
eligible customers are enrolled as of June 10, 2026.3 Thus, 80 percent of income-
eligible customers would be assessed the full basic charge, increasing their
monthly electricity bills by $12.51, even if they consume no electricity at all

during a month.

8 Melissa D. Whited, Exh. MDW-3 (PSE Resp. to Public Counsel Data Request No. 443).
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What do you propose regarding implementing the rate increase for
residential customers?
I recommend that the basic charge be increased by no more than the base rate
revenue increase (in percentage terms) for the residential class in each rate year.
For example, if the Commission were to approve a 10 percent increase in the
residential class revenue requirement, then the basic charge should be increased
by no more than 10 percent. In this example, the maximum increase in the current
basic charge of $7.49/month would be $0.75, for a total of $8.24/month.

IV. RESIDENTIAL GAS RATE INCREASE
Please summarize PSE’s proposed rate increases for residential gas
customers.
PSE proposes to increase the basic charge by 29 percent and the volumetric
delivery charge by 25 percent in Rate Year 1 for residential gas customers. The
Company also proposes additional, less substantial, volumetric rate increases in
Rate Years 2 and 3. [ summarize the proposed rates for each rate year Table
2Fable2 below.’

Table 2. PSE’s Proposed Residential Gas Rate Increase

RY1 RY2 RY3

Current RY1 RY2 RY3
Increase Increase Increase

Basic

Charge $14.00 $18.12  $18.12  $18.12 29% 0% 0%
($/month)

Energy

Charge $0.0644  $0.0805 $0.0864 $0.0936 25% 7% 8%
($/therm)

How does PSE address the potential impacts on income-qualified gas

REVISED AUGUST 12, 2026

° Taylor, Exh. JDT-4 (filed Mar. 20, 2026).
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customers of its proposed basic charge increase?
The Company asserts that its proposed basic charge increase will not harm
income-qualified customers since the Company is also proposing to modify the
Bill Discount Rate program to address the basic charge increase.'? Specifically,
PSE proposes that under the Bill Discount Rate program, income-qualified
customers will pay only 60 percent of the standard basic charge before any other
discounts are applied.!!
Do you have similar concerns regarding the gas rate design as the electric
rate design?
Yes. I am concerned about the impacts on income-qualified customers who are
not enrolled in the Bill Discount Program and that the Company’s proposal would
provide lower incentives for energy efficiency and reduce customer control
relative to a pure volumetric rate increase.
What do you recommend with respect to the residential gas rate design?
I recommend that the Commission direct the Company to increase residential
rates through the volumetric (per therm) charge only to preserve customer control
and incentives for efficiency.

V. TIME-OF-USE RATES
Please summarize PSE’s implementation of time-of-use (TOU) rates to date.
PSE conducted a TOU pilot program between October 1, 2023, and September

30, 2025, with a total participation of 9,800 opt-in residential and commercial

10 Taylor, Exh. JDT-1T at 32 (filed Mar. 20, 2026).

nd.
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customers.'? The pilot included six treatment groups across the following four rate
options: '3

. Schedule 307 (residential) provided TOU rates broken into peak and
off-peak times.

. Schedule 317 (residential) provided both TOU rates and a peak time
rebate (PTR) component that enabled customers to receive a rebate for
reducing usage during PSE-called events.

. Schedule 327 (residential) provided TOU rates broken into peak, oft-
peak, and super off-peak times and primarily targeted customers with
electric vehicle (EV) charging load.

. Schedule 324 (non-residential general service) provided both TOU
rates and a PTR component.

Q. Were the TOU rates found to be effective in terms of encouraging peak
demand reductions?

A. In part. PSE’s final pilot evaluation found that residential TOU rates were
effective in incentivizing load shifting and conservation, with customers under the
super off-peak pricing structure (Schedule 327) exhibiting even greater peak
reductions; in contrast, PTR had limited impacts and commercial TOU rates were

ineffective.'* As a result, after the conclusion of the pilot, PSE closed Schedules

12 Aaron A. August, Exh. AAA-1T at 56 (filed Mar. 20, 2026).
13 August, Exh. AAA-1T at 56-57 (filed Mar. 20, 2026).
14 1d. at 60-62.
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317 (TOU + PTR) and 324 (General Service TOU), but kept Schedules 307 and

327 available to residential customers with participation caps. '

Please summarize PSE’s current TOU rates (Schedules 307 and 327).

The table below summarizes PSE’s current residential TOU rates.!'® Both rate
schedules are seasonal, with higher on-peak rates during the winter than the
summer seasons. In addition, both rates have a winter morning on-peak period, as
well as an evening on-peak period for both the summer and winter. The primary
difference between the two rates is that Schedule 327 has a super off-peak period,
which increases the on-peak to off-peak price ratio. Table 3 summarizes the
Company’s current TOU rates.

Table 3. Summary of PSE’s current TOU rates

Description Price Ratio  Current Rate
Schedule 307
Winter Peak (7-10 a.m. & 5-8 p.m., weekdays) 4.9 $0.53
Off-Peak (all other hours, including holidays) 1.0 $0.11
Peak (58 p.m., weekdays) 3.1 $0.34
Summer
Off-Peak (all other hours, including holidays) 1.0 $0.11
Schedule 327
Peak (7-10 a.m. & 5-8 p.m., weekdays) 6.7 $0.50
Winter Off-Peak (all other hours, including holidays) 1.7 $0.13
Super Off-Peak (11 p.m.—7 a.m., all days) 1.0 $0.08
Peak (5-8 p.m., weekdays) 3.6 $0.27
Summer  Off-Peak (all other hours, including holidays) 1.6 $0.12
Super Off-Peak (11 p.m.—7 a.m., all days) 1.0 $0.08

Q. What changes to Schedules 307 and 327 does PSE propose in this

15 Mickelson, Exh. CTM-1T at 77 (filed Mar. 20, 2026).
16 Mickelson, Exh. CTM-1T at 88 (filed Mar. 20, 2026).
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proceeding?
PSE proposes removing the participation caps on Schedules 307 and 327, as well
as several design modifications.!” First, PSE proposes eliminating the current
winter morning peak window and seasonal pricing differences. Instead, PSE’s
proposed TOU rates would only have an evening peak period, and would retain
the same TOU windows and pricing year-round.
Second, PSE proposes the following changes to the timing of the TOU periods:'®
. Expanding the evening peak window from a three-hour window of 5 -
8 p.m. to a five-hour window of 4 - 9 p.m. for both Schedules 307 and
327.
. Shortening the super off-peak window under Schedule 327 to end at 6
a.m. instead of 7 a.m.
The Company states that these changes to the time periods would better align with
observed and forecasted load patterns and wholesale price trends.'’

Finally, PSE proposes softening the peak to off-peak price ratios to help
make the expanded peak window more manageable for customers and mitigate
potential customer concerns related to bill volatility.?® For Schedule 307, PSE
proposes adjusting the peak to off-peak price ratio from 4.9:1 in the winter and

3.1:1 in the summer to 4.1:1 year-round. For Schedule 327, PSE proposes

17 August, Exh. AAA-1T at 67 (filed Mar. 20, 2026).

18 Mickelson, Exh. CTM-1T at 82 (filed Mar. 20, 2026).
19 1d. at 82.

20 Id. at 82-83.
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adjusting the peak to super off-peak price ratio from 6.7:1 in the winter and 3.6:1
in the summer to 4.8:1 year-round.

The resulting TOU rates and windows for Schedules 307 and 327 are
summarized in Table 4Table44 below.?!

Table 4. PSE’s Proposed TOU Rates and Windows

Pricing Rate Rate Rate
Ratio Year 1 Year 2 Year 3

Schedule 307 (S/kWh)
Peak (4 - 9 p.m. weekdays) 4.1 $0.6365  $0.6489  $0.6939
Off-Peak (all other hours incl. holidays) 1 $0.1563  S$0.1594  S0.1704

Schedule 327 (s/kWh)

Peak (4 - 9 p.m. weekdays) 4.8 $0.6101  $0.6220  $0.6650
Off-Peak (all other hours incl. holidays) 1.4 $0.1814  $0.1850  $0.1977
Super Off-Peak (11 p.m.- 6 a.m. all 1 $0.1279  S0.1304  S0.1394
days)

Basic charge (S/month)
Both schedules, single-phase $12.50 $15.00 $20.00

What are the characteristics of a successful TOU rate?

A well-designed TOU rate is one that accurately reflects cost causation and
provides meaningful price signals to encourage customers to shift load away from
system peaks. This requires the appropriate identification of time windows when
system peaks are the most likely to occur and the establishment of pricing that
reflects the costs caused to the grid by energy consumption during those windows.
Additionally, a TOU rate should be easily understandable and avoid large price
differentials that may reduce customer enrollment. Successful TOU rate

implementation requires a clear education and outreach plan to help customers

REVISED AUGUST 12, 2026

21 Id., Table 6.
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understand and evaluate the rate and to encourage robust participation.

A. TOU Periods

How did the Company determine the proposed TOU periods?

For the evening peak under both Schedule 307 and Schedule 327, PSE states that
the Company’s analysis of historical and forecasted load data and Mid-Columbia
prices “show[] consistently high average load from 4 p.m. to 9 p.m. for most of
the year.”?? Regarding the removal of the morning peak window, PSE argues that
the seasonal peak windows created customer confusion during the pilot: 57
percent of Schedule 307 customers misidentified the 7 a.m. to 10 a.m. window
(which was only applicable in winter) as a summer peak in the first year of the
pilot, leading to “dissatisfaction and complaints.”?* PSE also claims that evening
hours “consistently exhibit higher load and significantly higher wholesale power
prices” than winter morning hours and proposes to address winter morning

constraints through demand response (DR) programs instead.?*

Q. Does the Company’s load and wholesale price data support the removal of
the morning peak window (7 a.m. to 10 a.m.)?

A. No. The load and price data that purportedly guided the Company’s identification
of the proposed TOU periods shows that winter morning peaks, although lower
than winter evening peaks, tend to have higher loads and prices than summer
evening peaks. Specifically, the average hourly system load from 2020 to 2027
indicates that the highest peaks occur between 4 p.m. to 9 p.m. in the winter

2 Id. at 82.

B Id. at 81.

X Id.
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months, which PSE correctly designates as the peak period under Schedules 307
and 327. However, winter morning hours, especially 7 a.m. to 12 p.m., also
exhibit significant loads that are higher than those observed during summer
evening hours. Many winter morning hours from November through February see
loads exceeding 3,500 MW, while the highest loads during summer evening hours
in July and August are below 3,100 MW. Further, the 4 p.m. hour (hour ending
17) that PSE proposes to include in the on-peak period tends to have lower loads
than the winter morning hours that PSE proposes to remove from the on-peak
period. This data is summarized in Figure 2Figure-2 below.?

Figure 2. Average Hourly System Load (GW) by Month, 2020-2027

Hour Ending
1 2 3 4 5 6 7] 8 9 10| 11 12 13 14 15 161 17] 18 19 20] 211 22 23 24
Bn 24 24 23 24 25 27 31|34 35 35|35 34 33 32 32 3.253.5 38 38 36 3.4i3.1 28 26
Feb 24 23 23 24 25 27 32(35 36 35|34 33 32 31 30 30132(35 37 3634131 27 25
Mar 22 21 22 22 23 26 30(32 33 32|31 30 29 28 28 27128(29 30 31|31129 26 24
Aor (20 19 19 19 20 22 26|28 29 28(28 27 26 25 25 24125(25 26 26(27126 23 21

May | 1.8 1.7 19 21(23 24 24(25 24 24 24 23 23|24|25 25 2425124 22 19
dun (1.8 1921 22 23|24 24 25 25 25 25[/26|27 26 26(25]24 22 19
Jl 1.9 18(20 22 23|24 25 26 27 28 29]30|31 30 29(28]27 24 21
Aug | 1.9 1.7 19|20 22 23|24 25 26 27 28 29]30(31 30 29|28}27 23 20
Sep 17 19|21 22 23|24 24 24 24 24 25|26|27 27 27(26}23 21 1.9

Oct [1.9 1.8 1.8 1.8 1.8 20 23|26 27 27|27 26 26 25 25 25|25(26 28 28|27|25 22 20

Nov 21 21 20 21 22 24 28|31 33 33|32 31 30 29 28 29,32|36 36 34|32{28 25 23
Dec 24 23 23 23 24 26 30|34 35 36(35 34 33 33 32 3.3;3.7 39 38|35132 28 26

L.

Note: Solid outline denotes current winter on-peak windows; dotted line denotes PSE's proposed on-peak window.
My analysis of Mid-Columbia wholesale prices, presented in Figure 3Figure 3
below, shows a similar pattern, particularly with December and January morning

prices being nearly as high as prices on summer evenings.?

REVISED AUGUST 12, 2026

25 Synapse analysis of System data contained in 26005-06-PSE-WP-CTM-6-E-TVR-ANALY SIS-26GRC-
02-2026, “System” worksheet.

26 Synapse analysis of System data contained in 26005-06-PSE-WP-CTM-6-E-TVR-ANALY SIS-26GRC-
02-2026, “System” worksheet.
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Figure 3. Average Hourly Mid-Columbia Prices by Month ($/MW), 2020-2027

Hour Ending

1 2 3 4 5 6 7[ 8 9 10 11 12 13 14 15 161 17] 18 19 20| 211 22 23 24
Bn 67 66 66 66 67 72 7779 76 72|69 67 67 67 69 721 81|87 87 8| 81177 74 T1
Feb 46 46 45 45 47 51 57|57 53 47|43 39 38 38 39 431 51|60 62 61| 581 54 52 48
Mar 38 38 38 39 41 46 49| 49 43 37|31 29 28 27 27 301 38| 46 51 51| 491 46 44 41
Aor 39 38 38 39 42 47 50|49 41 34| 31 29 28 28 28 29! 35( 43 50 52| 51148 45 42
May 27 26 26 27 28 31 30| 28/ 230720190 19 19 200 20 22! 26| 32 37 39| 39! 36 34 30
dn |26 25 25 25 26 27 27|27 25 26|25 26 28 28 28 30! 34| 38 41 42| 40! 36 35 31
Jl 37 35 34 35 36 37 37|38 38 40[ 41 43 44 46 49 53! 61|68 75 79| €8! 57 50 44
Aug 41 40 39 39 39 42 42| 42 43 44| 44 45 48 51 55 62) 73| 80 88 85| 73] 59 52 47
Sep 42 41 40 40 41 45 49| 49 48 47| 46 46 48 50 52 56| 63| 73 78 76[ 69} 59 50 46
Oct 44 43 43 43 45 50 56( 56 54 51|49 49 49 49 51 53| 58| 66 68 66| 62] 56 51 47
Nov 48 47 47 48 50 56 60| 60 56 52| 50 47 47 46 48 53| 61| 65 65 63| 59| 56 54 51

Dec 70 69 69 70 71 77 83| 8 81 7573 70 70 70 70 77| 91|97 ‘9% 94| e8| 82 79 74
Note: Solid outline denotes current winter on-peak windows; dotted line denotes PSE's proposed on-peak window.

Again, while winter evening hours from 4 p.m. to 9 p.m. exhibit the highest
wholesale prices, winter morning hours, especially 5 a.m. to 10 a.m. during
December and January, see comparable prices to summer evening hours. Winter
morning prices reach the highest peak at $85/MWh between 7 a.m. and 8 a.m. in
December, compared to the summer evening peak price of $88/MWh between 6
p.m. and 7 p.m. in August. The similarity between these prices indicates that the
on-peak winter morning hours should not be designated as off-peak in the TOU
schedule.

Did you analyze peak demand in each month?

Yes. Because the system must have adequate capacity to serve peak demand, it is
important to also analyze the maximum demand in each month to ensure that
TOU prices help alleviate system capacity constraints. I first analyzed the
maximum demand in each month for the period of 2020 to 2027. I then analyzed
the period from 2025 to 2027 to determine whether the timing of peak demand is
expected to change. I found that the two analyses produced similar results,

particularly during the morning and evening periods.
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The analysis of maximum demand in each month revealed that winter
mornings are projected to continue to have higher peaks than summer evenings.
For example, in 2027, the hours of 7 a.m. to 8§ a.m. from December through
February are projected to have demands of approximately 93 percent to 95
percent of the system annual peak, while summer evenings only reach 86 percent
of the system annual peak.?’ This is shown in Figure 4Figure4 below. This
finding further supports retaining the morning peak period, at least for winter
mornings.

Figure 4. Maximum Hourly Load (GW) in Each Month - 2027

Hour Ending

1 2 3 4 5 6 7/ 8 9 10| 11 12 13 14 15 16} 17] 18 19 20] 21] 22 23 24

Jn (23 22 21 21 23 27 39|49 50 48|47 44 42 40 38 4.0:4.8h 525045134 28 25
Feb 22 21 21 21 23 27 42|50 50 47|43 39 36 34 32 3.3!3.8 49 50 49 4.5!3.4 25 2.3
Mar 23 22 22 23 25 30 39[41 41 39|37 36 34 33 32 32134(38 41 40(38134 28 24
Ar (20 19 19 19 21 24 32|35 35 35|34 33 32 30 28 27128|29 31 32(33130 24 2f
May 20 26[31 31 31[31 31 30 30 29 29!130(31 31 3131130 23 20

Jun 20|23 26 29|34 35 36 37 37 37!37|38 38 37(36!34 24 19
Jl 1821 24 28(32 36 38 41 42 43144|45 44 43|41139 28 21
Aug 1921 23 27(30 33 38 41 42 43145[45 45 43]|40!37 26 20
Sep 21|27 30 30(30 30 32 33 34 35!36(37 36 37(37!30/20 18

Oct 20 19 18 19 20 23 32|36 36 35|35 34 33 32 31 3.1|3.2 35 37 36 3.5:3.1 24 21
Nov 20 19 19 20 21 25 39|47 47 45|45 45 42 37 37 3.9:4.7 50 49 48 4.6:3.8 26 22
Dec 23 22 22 22 24 28 42[50 50 47|46 45 41 38 37 3849|563 52 51(48139 29 25
Note: Solid outline denotes current winter on-peak windows; dotted line denotes PSE's proﬁas?ad on-peak window.

Did participants in the TOU pilot successfully reduce load during the winter
morning peak period?

Yes. The TOU pilot demonstrated that the winter morning peak period was
effective in incentivizing customers to reduce load during this window. Under
Schedule 307, income-ineligible customers reduced demand by 8.0 percent to 9.4

percent during the winter morning peak period, while income-eligible customers

REVISED AUGUST 12, 2026

27 Synapse analysis of System data contained in 26005-06-PSE-WP-CTM-6-E-TVR-ANALY SIS-26GRC-
02-2026, “System” worksheet.
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reduced demand by 7.4 percent to 8.9 percent.?® Under Schedule 327, customers
reduced demand by 13.8 percent to 16.7 percent during the winter morning peak
period.?

Are concerns regarding customer confusion sufficient reason to eliminate the
winter morning on-peak period?

No, for several reasons. First, despite some customer confusion regarding whether
summer mornings were on-peak or off-peak, customers did successfully reduce
their load by 7 to 17 percent during winter mornings. Eliminating the winter
morning on-peak period would mean abandoning an effective incentive for
customers to reduce load during winter morning peaks, which are even more
impactful than summer evening peaks.

Second, some customer confusion can be expected under a novel rate
structure, and the type of confusion experienced by customers regarding summer
mornings is unlikely to have resulted in higher bills for customers. A customer’s
incorrect belief that summer mornings were designated as on-peak may have
caused some customers to reduce their load during these hours, but this is unlikely
to have increased those customers’ bills. It would be more concerning if
customers misidentified the actual on-peak periods (instead believing them to be
off-peak), as shifting load into the on-peak period would likely result in bill
increases.

Finally, we note that customer confusion regarding the designation of

28 August, Exh. AAA-15 at 36 (filed Mar. 20, 2026).
2 Id. at 37.
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summer mornings decreased over the course of the pilot. In the first year of the
TOU pilot, 57 percent of customers on Schedules 307 and 317 incorrectly
believed that the morning on-peak period occurred in both summer and winter. By
the second year, this percentage decreased to 47 percent.*® This improvement in
customer understanding suggests that with more familiarity and education,
customers will be able to more reliably identify the correct TOU periods. I
recommend that PSE conduct additional customer education rather than eliminate
the winter morning on-peak period, particularly given the substantial customer
load shifting during winter mornings.

What TOU periods do you recommend?

I recommend that both Schedule 307 and Schedule 327 include a winter morning
on-peak period. Retaining a winter morning on-peak period more accurately
reflects the high load and prices during winter mornings and incentivizes
customers to shift load away from these hours. Specifically, the winter morning
on-peak period should be set to 6 a.m. to 10 a.m., as this window encompasses the
hours with peak demand within 10 percent of the system peak for 2025 to 2027 (7
a.m. to 10 a.m.) and the morning hours with the highest prices (6 a.m. to 7 a.m.).
Do you recommend a summer morning on-peak period as well?

Summer mornings tend to have moderate loads and prices — higher than the
overnight hours, but much lower than summer evenings. Thus, a summer morning
on-peak period is not well-supported on a cost basis. However, if PSE remains

concerned about customer confusion, a rate with a year-round morning on-peak

30 August, Exh. AAA-15 at 64 (filed Mar. 20, 2026).
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period, but with much lower prices during the summer months, would be an
acceptable alternative.
B. TOU Pricing

Q. How does PSE allocate costs to different TOU periods to arrive at the prices
for its proposed rates?

A. To develop the pricing for each TOU period under Schedules 307 and 327, the
Company allocated the production (generation), transmission, distribution, and
customer costs identified by the COSS for the residential class to different seasons
and times, reflecting the differences in grid costs caused by energy consumption
at various times. Table 5Fable-5 below summarizes PSE’s proposed cost

allocation for each cost component.®!

REVISED AUGUST 12, 2026

31 Mickelson, Exh. CTM-1T at 85 (filed Mar. 20, 2026); Exh. MDW-4 (PSE Response to Public Counsel
Data Request No. 396); Exh. MDW-5 (PSE Response to Public Counsel Data Request No. 397).
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Table 5. PSE’s Cost Allocation for Proposed TOU Rates

Schedule 307

Schedule 327

Production capacity

All on-peak hours

All on-peak hours

Production energy

50% all summer hours
50% all winter hours

33% all on-peak hours
33% all off-peak hours
33% on-peak winter hours

Transmission demand

50% summer on-peak
hours

50% winter on-peak
hours

33% winter on-peak hours
33% summer on-peak
hours

33% all on-peak hours

Transmission energy

50% all summer hours

33% all on-peak hours

25% all winter hours
25% winter peak hours

50% all winter hours 33% all off-peak hours
33% winter on-peak hours
Distribution demand | 25% all on-peak hours 17% all peak hours
25% all off-peak hours 17% all off-peak hours

17% summer on-peak
hours

17% winter on-peak hours
17% winter off-peak hours
17% all summer hours

Distribution customer

All hours

All on-peak hours

General customer

All hours

All super off-peak hours

Do you have concerns with PSE’s cost allocation methods for the proposed

TOU rates?

Yes. PSE’s proposed cost allocation methods are inconsistent between Schedule

307 and 327, and PSE has not adequately explained this inconsistency. Several

elements of each schedule also fail to reflect cost causation principles, as

explained in further detail below.

How does the pricing of Schedule 307 fail to reflect cost causation?

First, the allocation of production capacity costs across all peak hours, with no

seasonal differentiation, does not reflect the higher loads during winter peaks

compared to summer peaks. Since the Company’s system is winter-peaking,

meaning that winter peak demand drives generation capacity and other system
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investments, the majority of production capacity costs should be allocated to
winter peak hours. Second, the allocation of production energy and transmission
energy costs evenly between summer and winter, without differentiating between
on-peak and off-peak periods, does not reflect higher wholesale prices and greater
congestion during peak times. A majority of production energy and transmission
energy costs should be allocated to peak periods within each season.

How does the pricing of Schedule 327 fail to reflect cost causation?

Like the production capacity costs for Schedule 307, the allocation of production
capacity costs for Schedule 327 fails to reflect seasonal differences. In addition,
while there is seasonal and time-of-day differentiation for production energy,
transmission energy, transmission demand, and distribution demand, PSE does
not provide quantitative support for why the specific percentages of each cost
category are allocated to each time window. PSE also does not provide support
for why distribution customer costs are allocated to peak hours and general
customer costs are allocated to super off-peak hours, even though these costs are
incurred based on the number of customers rather than based on the time of use.
What do you recommend?

First, I recommend that the Commission direct PSE to modify Schedules 307 and
327 to incorporate seasonally-differentiated costs. I recommend that, on average,
winter prices be set at least 30 percent higher than summer prices, based on
seasonal differences in energy prices. Second, I recommend that the Commission
direct PSE to conduct a cost analysis and develop a proposal to refine its cost

allocations to seasons and TOU periods for its next rate case.
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C. Customer Enrollment

What is PSE’s marketing and enrollment plan for the TOU rates?

PSE plans to conduct 23 recruitment waves between March and August 2027,

averaging approximately 48,000 customers per wave, to cover the entire eligible

residential customer base of about 1.1 million customers.*? PSE states that its
current plan is to prioritize the following customer segments in early recruitment
waves: ¥

1. EV owners and customers with distributed energy resources (DERs): The
TOU pilot demonstrated strong engagement from EV owners, who can
benefit from the super off-peak pricing under Schedule 327. Customers
with battery storage and smart thermostats are also candidates.

2. High-usage customers: Customers with high consumption, especially
during peak hours, have the greatest potential for bill savings through load
shifting.

Additionally, PSE is weighing whether income-eligible customers should be

included in early recruitment waves to ensure they can benefit from TOU savings

sooner, or in later waves to enable PSE to refine messaging and support resources
to alleviate potential risks related to rate confusion and complexity.*

How will PSE identify and target customers with EVs or other DERs for

enrollment in the proposed TOU rates?

PSE states that customers with EVs can be identified through the Company’s

32 Whited, Exh. MDW-6 (PSE Response to Public Counsel Data Request No. 390).
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AMI data since EV charging load exhibits a distinctive load profile.>> For battery
storage and smart thermostats, which cannot be identified through AMI data, the
Company will leverage its enrollment records from the Flex Batteries and Flex
Smart DR programs to identify customers.*®

However, while PSE has identified EV and smart thermostat customers as
compatible with TOU rates, the Company states that battery storage customers
participating in the Flex Batteries program will have to choose between the Flex
Batteries or TOU programs since the two programs are currently incompatible.
Specifically, the Company explains that “Flex Batteries dispatches enrolled
battery systems to discharge during peak demand events, which may conflict with
the TOU peak pricing signal that incentivizes customers to reduce grid
consumption during the same hours.... PSE is evaluating potential solutions to
enable concurrent participation but does not have a specific timeline for resolution
at this time.”*’
Do you agree that the Flex Batteries DR program is incompatible with TOU?
No. It is unclear why PSE believes that Flex Batteries dispatch is incompatible
with TOU peak pricing signals or that the interaction between Flex Batteries and
TOU rates is distinct from the interaction between Flex Smart (other DR
programs) and TOU rates. From the grid’s perspective, both Flex Batteries and

TOU rates help reduce load during peak periods since energy discharged from

customers’ battery storage devices will offset their grid consumption.

35 Whited, Exh. MDW-7 (PSE Response to Public Counsel Data Request No. 389).
36 Id.
37 1d.

Page 27 of 42



10

11

12

13

14

15

16

17

18

19

20

21

Dockets UE-260005 & UG-260006
Revised Response Testimony of MELISSA D. WHITED
Exhibit MDW-1Tr

What do you recommend?

I recommend that DR customers, including Flex Batteries customers, be eligible
for TOU enrollment and that PSE target customers with DERs, regardless of their
DR participation, for enrollment in TOU rates. If PSE believes that Flex Batteries
customers could see bill increases from dual enrollment, then it should explain in
detail the nature of the issue and provide a timeline for resolving this issue.

D. Income-Eligible Customers

Does PSE propose to continue offering bill protection for income-eligible
customers, as was the case under the TOU pilot?

No. Unlike under the TOU pilot, PSE does not propose to continue providing bill
protection for the full-scale residential TOU rates, arguing that bill protection
under the TOU pilot did not have notable impacts and had much greater
administrative costs than the value of the credits provided.*® In addition, PSE
asserts that there are already sufficient customer protections, since customers can
revert to standard rates at any time (including in the middle of a billing period),
and the Company’s Bill Discount Rate program will enable income-eligible
customers to more meaningfully reduce their energy burden.* PSE states that it
will also notify customers eligible for bill assistance programs and will provide
them with discounted or free enabling technology, such as smart thermostats, as
part of the onboarding process for TOU rates.*’

Are the measures described above sufficient to ensure income-eligible

38 August, Exh. AAA-1T at 68-69 (filed Mar. 20, 2026).

¥1d.

40 August, Exh. AAA-1T at 69 (filed Mar. 20, 2026).
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customers can benefit from bill savings and provide grid benefits under TOU
rates?

No. While the bill comparison tool and the ability for customers to unenroll from
TOU rates at any time can help protect income-eligible customers from bill
increases under TOU rates, PSE’s proposal does not go far enough to ensure that
income-eligible customers are enticed to enroll and that these customers are
sufficiently equipped to be able to shift usage out of peak hours and realize
savings. Additionally, each customer who enrolls in TOU rates and later departs
from the rate due to a lack of savings is a missed opportunity to unlock load
flexibility that can reduce grid costs for all ratepayers.

How can PSE better support income-eligible customers with TOU rate
participation?

First, the bill protection credits provided to income-eligible customers under the
TOU pilot should not be viewed only as a tool to prevent bill increases for
customers already enrolled in TOU rates, but also as a strategy to attract
customers who have not enrolled. The TOU pilot evaluation found that among
income-eligible customers who did not enroll in Schedule 307, 35 percent cited
concerns about potential bill increases.*! This concern proved to be valid, since 53
percent of income-eligible customers in program year 1 and 79 percent of income-
eligible customers in program year 2 paid more under Schedule 307 than they

would have under standard rates.*> Thus, bill protection is necessary to address

41 Id. at 58.
42 Id. at 49.
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concerns regarding potential bill increases and make it more likely that income-
eligible customers will enroll in TOU rates and have the opportunity to lower
their bills.

Second, installing enabling technologies for income-eligible customers
can help address barriers that customers face and ensure that they are able to shift
load and maximize the benefits of TOU rates. While PSE states that it will notify
eligible customers of programs, including point-of-sale smart thermostat rebates,
Efficiency Boost rebates, Multifamily Retrofit, and the Weatherization Assistance
Program,® these do not go far enough to ensure that income-eligible customers
have access to enabling technologies, particularly because they do not address the
installation barriers that many customers face. Surveys from PSE’s TOU pilot
found that only 10 percent of smart thermostat recipients had actually installed
their thermostats. Of the remaining thermostat recipients, 50 percent did not know
how to install the thermostat or had tried and failed to install it.** For this reason, I
recommend that the Company evaluate the cost of providing and installing free
enabling technologies (e.g., smart thermostats) for any income-eligible customers
as part of the TOU enrollment process. Other utilities have demonstrated that this
strategy can be pursued without incurring excessive costs. For example, the costs
of Sonoma Clean Power’s program to provide income-eligible customers with no-

cost smart thermostats is estimated at $400 per customer, including both

$Id. at 69.
4 Id. at 83.
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equipment and installation costs.*> The Company should assess whether such a
program is likely to be cost-effective.
What do you recommend?
I recommend that PSE continue to offer bill protection for income-qualified
customers for 12 months following enrollment. In addition, I recommend that the
Commission direct PSE to evaluate the benefits and cost of providing no-cost
enabling technology installations to income-eligible customers enrolling in the
proposed TOU rates. The Company should then present this analysis in a
compliance filing to the Commission along with its recommendation regarding
whether to pursue the approach based on the cost-effectiveness results and equity
impacts (i.e., low-income customer bill reductions).

VI. RATE SPREAD
How does the Company propose to collect its revenue increase from the
customer classes?
The Company proposes a banded approach to revenue allocation (rate spread) in
which revenue increases for each customer class are determined based upon the
class’s parity ratio prior to applying any revenue increase. The parity ratio
indicates the relative difference between the revenues and the costs to serve each
class. A parity ratio of 1.00 indicates that the revenues currently recovered from

each class are equal to the costs to serve that class. Ratios below 1.00 indicate that

45 Brian Martucci, Sonoma Clean Power aims for 1,000 no-cost smart thermostats amid VPP push, Utility
Dive (Jun. 10, 2026), https://www.utilitydive.com/news/sonoma-clean-power-aims-for-1000-no-cost-
smart-thermostats-amid-vpp-push/822515/.
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a class’s revenues are less than the cost to serve it, while ratios above 1.00
indicate that the class’s revenues exceed its costs.

For each year of the rate plan, the Company applies a graduated multiplier
of the adjusted system average increase*® to each class based on its distance from
parity as follows:

. Classes within five percent of parity (0.95-1.05) receive 100 percent
of the adjusted average increase;
. Classes 5 to 20 percent below parity (0.80—0.95) receive 110 percent
of the adjusted average increase;
. Classes 5 to 20 percent above parity (1.05 — 1.20) receive 90 percent
of the adjusted average increase;
. Classes 20 to 50 percent below parity (0.50 — 0.80) receive 125 percent
of the adjusted average increase; and
. Classes 20 to 50 percent above parity (1.20 — 1.50) receive 75 percent
of the adjusted average increase.*’
On the electric side, the Company excludes transportation, firm wholesale, special
contract, retail wheeling, and firm resale classes from the parity-banding
framework and sets the revenue adjustments directly on cost-of-service results to
achieve full parity.*® On the gas side, the Company excludes special contracts and

exclusive interruptible classes from this framework.*’

46 The adjusted system average increase represents the system average increase after removing excluded
classes.

47 Taylor, Exh. JDT-1T at 27 (filed Mar. 20, 2026); Mickelson, Exh. CTM-1T at 39 (filed Mar. 20, 2026).
48 Mickelson, Exh. CTM-1T at 38—41 (filed Mar. 20, 2026).

4 Taylor, Exh. JDT-1T at 28 (filed Mar. 20, 2026).
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Please summarize the Company’s electric rate spread proposal.

The Company’s electric rate spread proposal for the classes using a banded
approach is shown in Table 6Fable-6. PSE proposes to apply 100 percent of the
adjusted average increase to all electric classes except for Primary Service—
Schools (Schedule 43) and Street Lighting Service (Schedules 3, 50-59). These
two classes currently have parity ratios of 0.95 or below and thus would receive
110 percent of the adjusted average increase in each year of the rate plan.

Table 6. PSE Proposed Electric Revenue Allocation

Customer Class Schedule Parity Parity Percent of
Ratio at Ratio at Adjusted
Current PSE’s Average
Rates Proposed Increase
Rates
Residential Service 7/307/327 1.01 1.01 100%
General Svc <51 kW 8/24 1.01 1.01 100%
General Svc 51-350 kW | 7A/11/25/29 0.97 0.97 100%
General Svc >350 kW 12/26 1.00 1.00 100%
Primary Svc, General 10/31 0.96 0.96 100%
Primary Svc, Schools 43 0.88 0.88 110%
High Voltage Service 49 1.03 1.03 100%
Street Lighting Service | 3, 50-59 0.94 0.95 110%

How does the Company justify its electric rate spread proposal?
The Company indicates that its approach preserves gradualism and avoids rate
shock.* Further, the Company suggests that it is appropriate to treat all customer

classes with parity ratios between 0.95 and 1.05 as mathematically equivalent and

REVISED AUGUST 12, 2026

30 Mickelson, Exh. CTM-1T at 38:17-19 (filed Mar. 20, 2026); Whited, MDW-8 (Resp. to Public Counsel
Data Request No. 405.c.
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subject to the same revenue increases because of the inherent uncertainty
associated with cost of service analyses.”!

Do you support the Company’s rate spread proposal?

No. While I support gradual adjustments to the revenue increases for classes
below a parity ratio of 0.95 to reduce rate shock, I do not agree that there should
be no movement towards parity for classes within the 0.95 to 1.05 parity ratio
band. This approach simply preserves existing levels of over- and under-
contributions for classes within this band. As a result, customers in the
Residential, General Service <51 kW, and High Voltage Service classes would
pay more than their cost of service in order to subsidize other customer classes.*
For example, under the Company’s proposal, the residential class’s base rate
revenues for Rate Year 1 would be more than $25 million higher than required to
achieve parity, while revenues for the General Service, 51-350 kW class would be
$16 million less than what the Company’s COSS indicates would be required to
achieve parity.>?

Do you agree with the Company that uncertainty in the COSS makes it futile
to strive for parity across rate classes?

No. The Company states that “any attempt to further differentiate rates among

classes would require a degree of precision that the underlying cost-of-service

3! Mickelson, Exh. CTM-1T at 38:11-15 (filed Mar. 20, 2026).

52 See, for example, Primary Service — Schools (Schedule 43), at a 0.88 parity ratio, and Street Lighting
Service (Schedules 3, 50-59), at a 0.94-0.95 parity ratio, each receive 110 percent of the adjusted system-
average increase—i.e., a larger percentage increase than the system average—notwithstanding that these
classes bear rate-shock exposure. See Mickelson, Exh. CTM-1T at 37, Table 3 and Table 4.

33 This is calculated by multiplying the difference in ECOS parity ratios from 1.00 for each class by its
proposed Rate Year 1 revenue, as shown in PSE-WP-CTM-4, sheet “Exh CTM-Rate Spread.”
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study cannot reliably support.”>* While the Company is correct that there is some
degree of uncertainty associated with a cost of service analysis, it is still
appropriate to aim for parity in revenue allocation because the COSS is still the
best indication of fairness across rate classes.

Aiming for parity also reduces the risk that the “true” revenue-to-cost ratio
for any class is actually outside of acceptable bounds. For example, if a customer
class’s parity ratio from the COSS is 0.96, the uncertainty inherent in the COSS
means that its true parity ratio might be in the range of 0.91 — 1.01. Moving this
class closer to parity according to the results of the Company’s COSS therefore
lowers the risk that the true revenue-to-cost ratio of this class is meaningfully
outside acceptable bounds. For this reason, I recommend that classes within the

0.95 — 1.05 parity range receive differentiated revenue increases as well.

Do you have any other concerns regarding the electric rate spread?

Yes. I am concerned that the Company’s proposal to apply an increase of 110
percent of the adjusted average increase to classes that fall 5 to 20 percent below
parity (0.80—-0.95) is inadequate to meaningfully close the parity gap. Two classes
fall in this parity band: Primary Service—Schools with a parity ratio of 0.88 and
Street Lighting Service with a parity ratio of 0.94. Applying 110 percent of the
system average increase has little impact on these classes’ parity ratios: Schools

remain at 0.88 and Street Lighting service increases only to 0.95. These results

3% Whited, Exh. MDW-8 (PSE Resp. to Public Counsel Data Request No. 405.d.
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indicate that a larger increase is required to make a meaningful improvement in
the parity ratio gap for these customers.

Is the Company’s approach necessary to avoid rate shock?

No. The Company is proposing to impose substantial rate increases across all
classes. That is the main cause of rate shock. The Company’s use of parity ratios
to adjust the relative revenue increases applied to the various classes does not
meaningfully mitigate this rate shock. The differential multipliers that the
Company applies based upon parity bands redistribute each class’s increase only
modestly around the system-average increase. For Schedules receiving 100
percent or 110 percent of the uniform increase, the Company proposes to increase
base rate revenues by 43.92 percent and 48.31 percent in Rate Year 1,
respectively; in Rate Year 2, base rate revenues increase by 4.78 percent and 5.26
percent; in Rate Year 3, base rate revenues increase by 13.52 percent and 14.87
percent.> The difference between rate increases for classes receiving 100 percent
and those receiving 110 percent of the increase is less than five percentage points
in Rate Year 1 and one percentage point in Rate Years 2 and 3. Thus, the
dominant driver of every class’s increase, and thus of any rate shock, is the
magnitude of the system-average increase itself, not the parity adjustment.

What is your recommendation for the electric cost allocation process and
resulting rate spreads?

I recommend that the Company adopt a two-stage cost allocation process for

classes subject to the banded approach. In the first stage, the Company should

35 Workpaper of Mickelson, PSE-WP-CTM-4, sheet “Exh CTM-Rate Spread.”
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address classes outside of the 0.95 to 1.05 parity ratio band. I recommend a
modest increase in the revenue adjustment for classes falling in the classes that
fall 5 to 20 percent below parity (0.80—0.95), from 110 percent to 115 percent of
the adjusted system average increase.

Next, the Company should adjust the revenue increase for any classes
within the 0.95 to 1.05 parity ratio band according to whether the class is above or
below parity. I recommend that the Company start with adjustments of 95 percent
and 105 percent of the system average increase and then scale these adjustments
as needed to achieve the revenue requirement, subject to the constraint that the
revenue increase should not exceed 115 percent of the adjusted system average

increase.

What are the results of your recommended approach for electric cost
allocation?

The results of my recommended approach are shown below using PSE’s proposed
revenue requirement for Rate Year 1 for illustration purposes. The revenue
adjustments for classes in the 0.80 to 0.95 parity band receive an increase of 115
percent of the adjusted system average. For classes within the 0.95 to 1.05 band, I
first reduced the revenue increase to 95 percent of the adjusted system average
increase for classes above parity, and increased it to 105 percent of the adjusted
system average for classes below parity. To satisfy the revenue requirement, I
then scaled these values up to 98 percent and 108 percent, respectively. The table

below contrasts the results of my recommended approach (shown in the right two
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columns) with PSE’s approach. The results indicate that my proposed approach

improves parity ratios significantly for nearly every class.

Table 7. Comparison of Electric Cost Allocation Approaches

PSE Approach Public Counsel
Recommendation
Customer Class Schedule Parity Percent Parity Percent
Ratio at of Adj. Ratio at | of Adj.
Proposed Avg. Proposed Avg.
Rates Increase rates Increase
Residential 7/307/327 1.01 100% 1.00 98%
Service
General Svc <51 8/24 1.01 100% 1.00 98%
kw
General Svc 51- 7A/11/25/29 0.97 100% 1.00 108%
350 kW
General Svc >350 | 12/26 1.00 100% 1.00 98%
kw
Primary Svc 10/31 0.96 100% 0.99 108%
General
Primary Svc - 43 0.88 110% 0.903 115%
Schools
High Voltage Svc | 49 1.03 100% 1.03 98%
Street Lighting 3, 50-59 0.95 110% 1.000.97 115%
Svc

Please summarize the Company’s gas rate spread proposal.

The Company takes a similar approach to cost allocation for gas. In this case,
however, only two classes fall within the 0.95 to 1.05 parity ratio band and the
range of parity ratios extends from 0.73 to 1.20. After applying its proposed
revenue increases, the parity ratios remain largely unchanged, with only one class
(Limited Interruptible) improving from 1.20 to 1.19. PSE’s proposed parity ratios

and revenue increases are shown in Table &, below.

REVISED AUGUST 12, 2026
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Table 8. PSE’s Proposed Gas Parity Ratios and Cost Allocation

Percent
Parity Ratio Parity Ratio at | of Adj.
at Current Proposed Average
Customer Class Rates Rates Increase
Residential 1.08 1.08 90%
Commercial & Industrial 0.85 0.85 110%
Large Volume 0.99 0.99 100%
Interruptible 0.99 0.99 100%
Limited Interruptible 1.20 1.19 75%
Non-Exclusive Interruptible 0.73 0.73 125%

Do you have any concerns regarding PSE’s proposed gas rate spread?

Yes. Similar to my concerns regarding the electric rate spread, I am concerned
that PSE’s proposal does not move classes sufficiently toward parity. For this
reason, my recommendations for the gas rate spread are similar to those I made
for the electric rate spread.

Please explain your recommendations regarding the gas rate spread.

I propose to move classes in the 0.95 to 1.05 parity band closer to a parity ratio of
1.00 and modify the revenue increase for classes within the 0.80 to 0.95 band to
115 percent of the adjusted system average. In addition, I propose to reduce the
revenue increase for classes with a parity ratio from 1.05 to 1.20. In this case, |
applied 88 percent of the adjusted system average rather than 90 percent. This
final adjustment reduces the overcontribution in this parity band, but maintains
the Company’s total revenue increase across the classes subject to the parity band

framework.
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What are the results of your recommended approach for gas cost allocation?
The results of my recommended approach for the gas rate spread are shown below
using PSE’s proposed revenue requirement for Rate Year 1 for illustration
purposes. I applied an increase of 115 percent of the adjusted system average to
the Commercial And Industrial class, moved the Large Volume and Interruptible
classes to parity by applying an increase of 104 percent of the adjusted system
average, and modified the Residential increase to 88 percent of the adjusted
system average. As the table illustrates, my proposal would improve the parity
ratios for four of the classes (Residential, Commercial & Industrial, Large
Volume, and Interruptible) relative to PSE’s proposal. Although the improvement
is not dramatic, it improves interclass equity by moving parity ratios in the right
direction, rather than perpetuating inequities.

Table 9. Comparison of Gas Cost Allocation Approaches

PSE Approach Public Counsel
Recommendation

Parity Percent of | Parity Percent

Ratio at Adj. Ratio at of Adj.

Proposed | Average | Proposed | Average
Customer Class Rates Increase | Rates Increase
Residential 1.08 90% | 1.07 88%
Commercial & Industrial 0.85 110% | 0.86 115%
Large Volume 0.99 100% 1.00 104%
Interruptible 0.99 100% 1.00 104%
Limited Interruptible 1.19 75% 1.19 75%
Non-Exclusive
Interruptible 0.73 125% 0.73 125%
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VII. CONCLUSIONS AND RECOMMENDATIONS
Please summarize your recommendations.
My recommendations are summarized as follows:

. The proposed increase in the residential electric basic charge should be
substantially reduced. Large increases in fixed charges reduce
customer control over bills, weaken incentives for energy efficiency
and conservation, and disproportionately affect lower-usage
customers, including many income-qualified households that are not

enrolled in the Bill Discount Rate program.

. For residential gas customers, I recommend that any approved revenue
increase be recovered through the volumetric delivery charge rather

than through higher basic charges.

. PSE's proposed TOU rates represent an important opportunity to
encourage beneficial load shifting, but several aspects of the proposed

design should be modified. Specifically:

o The Company should retain a winter morning on-peak period
because the evidence demonstrates that winter morning hours
continue to experience relatively high system loads, wholesale
prices, and capacity constraints, and customers have
demonstrated the ability to reduce demand during those

periods.

Page 41 of 42



10

11

12

13

14

15

16

17

18

19

20

21

22

Q.

A.

Dockets UE-260005 & UG-260006
Revised Response Testimony of MELISSA D. WHITED
Exhibit MDW-1Tr

The Company should refine its methodology for allocating
costs to TOU periods so that prices more accurately reflect

seasonal and time-varying cost causation.

PSE should maximize enrollment in TOU rates by targeting
customers with EVs, DERs, and DR capabilities, including

customers participating in the Flex Batteries program.

The Commission should direct PSE to provide stronger support
for income-qualified customers participating in TOU rates by
providing temporary bill protection and evaluating the cost-
effectiveness of providing no-cost enabling technologies, such
as smart thermostats, at the time of enrollment. The Company
should make a compliance filing to the Commission with its
recommendation regarding the installation of no-cost smart

thermostats for income-qualified customers.

. The Commission should reject the Company's proposed electric and

gas rate spread methodology because it unnecessarily perpetuates

inequities in revenue-to-cost relationships among customer classes. It

should instead adopt a revenue allocation approach that moves

customer classes more efficiently toward cost-based rates while

recognizing the need for gradualism.

Does this conclude your testimony?

Yes, it does.
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