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Message from the State Auditor

Throughout the audits completed so far, we
have put significant effort into working with
utilities, explaining our understanding of

the requirements and sharing best practices
identified through our audits to help utilities
better comply. We are committed to being a
valued partner in compliance through the audit
process and the feedback provided in this report.
We also hope these efforts result in improved
customer service and communication with the
utilities, so they are better informed and thus are
able to identify low-cost methods and processes
to comply with CETA.

We recommend that utilities seeking formal
guidance work with their governing body to

obtain clarification or submit written requests

for clarification to Commerce, and retain the
responses they receive to inform the audit. To
improve utility access to formal guidance, the
Legislature and Commerce should consider
developing a process utilities can use to submit

such questions for formal response by policy

makers, similar to the Advisory Opinion process the
Legislature added to the Energy Independence Act.
Through that process, utilities can ask for an Advisory
Opinion for a fee and receive a formal opinion from Commerce
that, once accepted and adopted by the utility’s governing body,
becomes binding on the auditor.

We also recommend Commerce continue posting to its website informal
guidance it provides utilities as frequently asked questions so utilities can
research answers to questions to help them develop their processes

to better comply.
%
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Introduction

The 2019 Clean Energy Transformation Act (CETA) requires
consumer-owned utilities that deliver electricity to more than one
retail customer in Washington to reduce and eventually eliminate
their use of electricity generated from fossil fuels such as coal

or natural gas. CETA incorporates a “greenhouse gas neutrality
standard” that will require utilities to provide at least 80% of the
electricity they deliver to their customers from renewable or
nonemitting resources, such as hydropower, wind, solar, biomass
or nuclear-fueled generation, by 2030.

The law imposes several specific requirements on the utilities

it covers. Utilities must make energy assistance programs and
funding available to reduce the cost of electricity on low-income
households.

Additionally, they must assess the effectiveness of those
programs, which must include how they will develop plans

to improve the effectiveness of the programs and increased
participation by eligible customers. Finally, CETA requires
utilities to develop clean energy implementation plans (known
as CEIPs) on how they will progress toward compliance with
clean energy standards.

Required audits provide accountability
for CETA compliance

CETA's accountability mechanisms include regular audits of
consumer-owned electric utilities (public utility districts, municipal

utilities and an irrigation district). The law assigns these compliance
examinations (referred to in this report as audits) to the Office of the

Washington State Auditor. The first audits covered the first three

Types of electric utilities

Washington’s residents and
businesses are served by
more than 50 different
utilities, held both privately
(investor-owned, for example
Puget Sound Energy) and
publicly (consumer-owned,
for example Ferry County
Public Utility District No. 1),
as well as by municipalities,
an irrigation district, rural
cooperatives and mutual
corporations.

The State Auditor’s Office
currently audits 39 publicly
owned utilities, but not
investor-owned private
companies, rural cooperatives
or mutual corporations.
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years the law was in effect: January 1, 2019, through December 31, 2021.
We began audit work in 2022. The amount of time needed to complete the
first round of audits was significantly extended by a series of issues and
complications.

«  These compliance audits are unique to the state of Washington, and their
scope and requirements were entirely new within our Office. They called
for significant research, development and continuous improvement of
our processes and methods.

«  We had to pause audit work to obtain essential clarifications from
Commerce and the Attorney General’s office on how utilities were
expected to implement certain key parts of the law.

- With each round of clarification, we held extensive discussions with
each of our client utilities to share new information and communicate
our recommendations to help them improve their compliance.

«  Additionally, Commerce recalled and revised utility greenhouse gas
content calculations and revised the supporting fuel mix reports in
early 2024.

To date, we have completed nearly half of the second cycle of compliance audits,
with the remainder scheduled for completion by the end of 2026.

This report sets out the roles played by our Office, the utilities, requlatory bodies
and policy makers involved in implementing CETA, along with activities each

is responsible for conducting. In it, we summarize the results of 36 audits, not
including preliminary results from three audits that remained outstanding from
the first cycle of work (we have combined them into the second cycle of audits).
We describe common areas of noncompliance we found, the causes and our
recommendations to help utilities better comply in the future.
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Key organizations and their
responsibilities around CETA

Our audits are only part of the mechanisms and processes that are designed to
ensure the intent of CETA is achieved. The following are the key organizations and
functions of each that promote consumer-owned utility compliance with CETA.

Legislature - Enacted the
goals of CETA in law, and
LLIL revises those laws as
IFR) | IEER needed to ensure its intent
is achieved and maintained.

Preparation and execution Post-reporting evaluation

_ Commerce - Develops and
i adopts reporting rules that apply
2. to all utilities and may adopt rules
for consumer-owned utilities to
ensure the proper implementation
and enforcement of CETA.

State Auditor’s Office -
Independent office reviews
utility performance, then
issues a report with an opinion
as to whether it complied with
CETA requirements.

@ Utility board - Regulatory
loﬁ . role includes directing utility Attorney General -

@\n 7 ||Or ® management to achieve its /I\ /I\ Independent office advises
Ya objectives (including serving 1 state agencies concerning

customers), to comply with CETA. legal issues. Evaluates

instances of noncompliance
to determine if enforcement
action is required.

\ Utility management — Develops
® and implements effective
[V IVYY ) processes to ensure their
utility complies with all CETA
requirements.

Y Utility and Transportation
|\ ﬁ /. Commission — Regulates
all investor-owned utilities,
—n including ensuring they
comply with CETA.
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Utilities experienced difficulties

in complying with CETA's

requirements

The State Auditor’s Office’s first audits of consumer-owned electric utility compliance with the
requirements of CETA confirmed many utilities had difficulty complying with those requirements.

Of the 36 utilities we audited, we issued:

6 unmodified (clean) opinions

6 adverse (utility did not comply) opinions

24 qualified opinions, meaning the utility complied except for the identified problem

or “exception.”These issues are called “findings” in audit reports; they typically involve
either noncompliance or inadequate controls and processes for ensuring compliance.

The six utilities that all had clean opinions have one characteristic in
common: they each serve 25,000 or more customers. Because they
also must comply with the Energy Independence Act, they were
much better prepared for CETA compliance than the smaller utilities
serving fewer than 25,000 customers.

The finding-level issues in the 30 utilities without clean opinions fell
into two broad categories.

First, issues the utilities themselves can address by developing
better processes and controls to improve their compliance with
the requirements we examined.

Second, areas where Commerce could adopt clarifying rules or
improve the way it communicates clear guidance to the utilities
to resolve key issues that resulted in audit findings.

As we concluded our work, executives and staff at many utilities
expressed frustration that they received audit findings around
requirements they lacked experience with and formal guidance in
fulfilling. Beyond that, many said they were concerned they did not
have an opportunity to have their reports reviewed by someone
with knowledge of CETA's requirements ahead of their audit. Finally,
many said they were unsuccessful when they turned to Commerce
for feedback on their procedures or reporting.

The table on the next page shows the seven audit areas in which
utilities struggled or failed to comply with CETA requirements.

The six utilities that

all had clean opinions
have one characteristic
in common: they each
serve 25,000 or more
customers. Because
they also must comply
with the Energy
Independence Act,
they were much better
prepared for CETA
compliance than the
smaller utilities serving
fewer than 25,000
customers.
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36 utilities, 81 finding-level issues

Seven reporting areas produced 81 finding-level issues across two types of utilities

Requirement in CETA

Public Utility Districts

Municipal utilities and
irrigation district

Low-Income Energy Assistance: Program offering

Low-Income Energy Assistance: Comparative
assessment - Not included in original report,
but submitted late during the audit

Low-Income Energy Assistance: Comparative
assessment - Incomplete or incorrectly reported

Low-Income Energy Assistance: Assessment
reporting missing required information

4%

12*

12

12* (includes 5 that did
not file a report)

* Of these 28 utilities, 23 did not report the required assessment: 11 PUDs, 12 Non-PUDs

Clean Energy Implementation Plan (CEIP): DR and
EE Targets - method not compliant (BPA amounts)

Clean Energy Implementation Plan (CEIP):

Report incomplete or incorrect or required
information omitted

Greenhouse gas calculation: Report incorrect
or incomplete

Source: Results of audits conducted November 2022-August 2025.

9 (these filed
BPA-provided targets)

6 (these filed
BPA-provided targets)

6 (includes 2 that did
not file a plan)

3 (includes 1 that
did not respond
with its acceptance
of Commerce’s
calculations)
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Overarching recommendations

To help utilities better comply with CETA's requirements, we have recommended:

1. All utilities improve internal processes and controls to ensure they identify
and address all of CETA's requirements and review all required reports for
completeness and accuracy before submitting them to Commerce.

2. Each utility work with its governing body (regulator) and Commerce to gain
a better understanding of how to implement the law and its rules.

3. Small utilities (serving less than 25,000 customers) coordinate with other peer
utilities and consult with Commerce to learn how to address:

« The energy efficiency and demand response assessments required
to determine the related four-year targets in the CEIP

+ The processes and methods applied in estimating current energy
assistance need to ensure those processes are suitable for CETA
energy assistance assessment reporting

Over the next several pages, we take a deep dive into the causes and consequences
of the findings and how these recommendations can help improve utility results in
future audits.
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Inadequate preparation and
development of controls and
processes at utilities

Many utilities were uninformed about CETA or did not understand what they were
required to do to comply with its requirements. Managers and staff explained

errors by saying that the guidance available from Commerce and other sources was
unclear and confusing. Some utilities were not aware of resources Commerce made
available on its website and had not signed up to receive newsletters and periodic
updates from Commerce’s Energy Division. We observed some utilities that received
communications from Commerce had not responded or taken action with respect
to those communications. Small municipal utilities and the irrigation district did not
receive the support from their associations that the public utility districts received.
Larger utilities were generally better resourced, and that helped them prepare for
CETA compliance more readily than the smaller utilities serving fewer than 25,000
customers. The lack of adequate preparation and understanding of the legislation
contributed to the most common issue we identified in this area.

Utilities were unaware of CETA or believed it did
not apply to them

Many utilities were out of compliance because they lacked a full understanding of
CETA provisions. As a consequence, they often developed incorrect interpretations
of their responsibilities and thus never developed adequate processes to ensure
they could comply.

In some cases, utilities did not receive Commerce’s initial communication
informing them about CETA, and so missed or misunderstood subsequent
updates or instructions. During our initial outreach, we spoke to management
at one small utility that was uncertain who was assigned responsibility for
reporting its compliance with CETA and what progress they had made.
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A second issue was turnover of key utility staff. In at least two cases, staff
responsible for CETA compliance resigned from the utility without
completing the required reports.

Lack of awareness and faulty assumptions meant 11 utilities were not
adequately prepared to comply with CETA as of September 2021. Some of
these utilities believed they were not required to comply or had no further
obligation because they believed they had already complied with the 2030
greenhouse gas neutrality standard as a utility customer of the Bonneville
Power Administration (BPA). Utilities were confused about the role of BPA
would play in helping them comply, or how to use BPA's information in their
own reports. Some utilities incorrectly assumed they were exempt from
CETA because they purchase all their power from BPA and have no control
over the sources of that power. These utilities also incorrectly believed BPA
was completing fully CETA-compliant reports on their behalf.

While we observed many of the larger utilities had made great effort to
complete their reports correctly and on time, several small utilities were
unaware of CETA in the fall of 2021 when we performed initial outreach as
we planned our upcoming audits. These utilities thus learned of reporting
requirements only months before the first reports were due. Perhaps
unsurprisingly, they submitted reports that were incomplete or did not
properly respond to the report’s questions. A few utilities had made very
little or no effort to comply, and at the time of their reporting, were still
figuring out how they would comply in the future. For example, to comply
with CETA's public input requirement, a few utilities relied on the regular
meetings held by their governing bodies to obtain public input on its
Clean Energy Implementation Plan. However, meetings were held after
the report was completed, rather than engaging the public during
its development as required.
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Utilities had trouble obtaining
help as they developed processes
to comply with CETA requirements

The legislation , through RCW 19.405.100, assigned rulemaking authority to Commerce,
requiring it to develop reporting requirements for all utilities. It also allows Commerce, at its
discretion, to develop and adopt rules to ensure the proper implementation and enforcement
of CETA as it applies to consumer-owned utilities. While Commerce did indeed develop
reporting rules and templates through its many workshops, we identified areas where

the rulemaking process could be used to provide the implementation guidance needed

to improve utility compliance with CETA's requirements.

Utility participation in reporting and related rulemaking
workshops varied

Utilities did not consistently receive and act on Commerce reporting advisories

and rulemaking activities. Some utilities did not sign up to receive notifications of
rulemaking and reporting template development workshops, and so did not receive
messages about Commerce’s reporting and rulemaking activities or where to find
recordings of past workshops and other resources Commerce made available to utilities.
A couple of utilities received Commerce’s communications about reporting workshops
and requirements, but did not act on them. One manager at a small city said they had
other more pressing priorities and simply did not respond. Commerce staff had to
contact directly those utilities that had not sent in their required reports by the
reporting deadline.

While the Washington Public Utility District Association actively participated in
Commerce’s rulemaking process and communicated information to its members,
municipal utilities and the irrigation district required to comply with CETA did not
receive similar support. Furthermore, some smaller utilities said they did not find the
rulemaking workshops helpful because the information provided focused on large
utilities with greater staffing resources and more complex operations.

Reliance on the audit process for needed guidance

Many utilities said they could not obtain information they needed to help them develop
CETA compliance procedures. Several, including municipal utilities and the irrigation
district, instead relied on the audit process to learn about how they were expected

to comply with CETA. They sought advice from the State Auditor’s Office, asking whether
the actions they were considering would meet CETA's requirements.
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Although we frequently discuss our understanding of the requirements with utilities based
on consultation with the attorney general and information we receive from Commerce, audit
standards mean we cannot comment on compliance before conducting the audit. Similarly,
our auditors cannot say in advance if any action a utility is considering would be sufficient to
comply with the law.

We consistently advise utilities to contact Commerce for advice about how to comply with
regulations, since that agency has the option to write rules for implementing CETA. Five utilities
said Commerce was unable to help them, advising them to instead resolve their questions

with us. Commerce officials said they refer utilities back to the auditor because they consider
the Auditor’s Office is the agency to determine compliance. However, we can only evaluate
compliance against the law and the rules issued by bodies with the authority to do so.

Public utility district commissioners, city utility boards and council members also have a
regulatory function. We noted that their involvement varied considerably: at large utilities
(serving more than 25,000 customers), we observed high levels of engagement, while small
utilities often lacked that same support structure. In some cases, we noted utility management
did not provide reports for board approval as required by CETA. In these cases, it was not clear
whether the utilities' boards had a full understanding of CETA's requirements.

The difficulties utilities reported in obtaining guidance to assist them as they developed their
processes to properly implement CETA contributed to the next three issues described below.

Confusion around qualifications for CETA’s low-income
energy assistance program

Low-income energy assistance programs are intended to reduce the burden of energy costs on
customers who experience “excess energy burden,” meaning their household energy spending
exceeds 6% of annual household income. Many utilities said they could not afford to offer
energy assistance to all low-income households without significantly increasing the rates
authorized by their governing body.

Nineteen utilities did not fully comply with a CETA requirement to make energy assistance
available to households with annual income levels meeting CETA's definition of low income.
Commerce provided a definition of “low income” in its implementation rules. However, many
utilities were uncertain how to apply the definition to their programs or where to find the
information needed to determine the required income levels.
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While most utilities had developed at least one energy assistance
program, many of those programs were available to only a portion

of households meeting CETA's definition. Other utilities incorrectly
reported programs undertaken by third parties as though they met
the CETA requirement. And some incorrectly assumed their programs
would comply if the income level they use to determine household
eligibility did not exceed the higher of 80% of average median income
or 200% of the federal poverty level, adjusted for household size as set
by Commerce’s definition.

Implementation rules and guidance were not available
during the audit period

Both the utilities’ efforts to develop processes to comply during the first
years of CETA and our own later audit review work were hampered by
lack of clear rules and guidance as to how utilities were expected to
address CETA's requirements.

For example, there was significant confusion among the utilities as to whether
programs funded by customer donations and programs funded by federal grant
proceeds would qualify towards the utility’s compliance with CETA's low-income energy
assistance offering requirement. Commerce adopted rules defining the income levels
and energy burden levels associated with this requirement, but did not address what
types of programs would be considered responsive to the requirement. Commerce
later informed utilities customer donation programs would be considered correct.

The agency also clarified that only one utility could report the federal Low-Income
Home Energy Assistance Program (LIHEAP) because it was the only utility that received
program funding from Commerce as a direct recipient. All other utilities received funds

indirectly through independent community organizations.

In another example, we found the statute that requires utilities to offer low-income
programs could be interpreted two different ways. We made two efforts to gain
clarification from Commerce about how utilities should fulfill this requirement.

In November 2023, Commerce responded to our questions about how it expected
utilities to implement the program offering requirement by sharing its understanding
of the legislative intent and what the law might imply. This answer did not, however,

establish how utilities were expected to comply.

In November 2025, Commerce added further clarification through another informal
interpretation, stating that to comply, each utility would need to offer at least two
low-income specific programs, each making energy assistance available to all

households considered low-income by CETA's definition.

One audited utility
developed its own tool
and sources for identifying
appropriate household
income levels to ensure it
complied with CETA. We
shared the concept with
other utilities as a best
practice, and many utilities
used it in their own efforts
to better comply.
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Confusion and miscommunication around reporting
requirements for energy assistance assessments

State law requires utilities to report certain information about their low-income energy
assistance programs and their plans to improve participation and the effectiveness of
those programs. Reported information is meant to demonstrate a utility’s progress toward
reducing the excess energy burden of low-income households. These reports are expected
to include a cumulative assessment of funding levels for energy assistance, which must
compare previous funding levels to the amount needed to meet funding levels for 2030
and 2050.

Neither state law nor Commerce’s rules require utilities to follow a particular method or
specify the data to use in estimating their current energy assistance need and funding
levels. As a result, utilities may use other data sources and follow various methodologies
in estimating these values. This can produce a variety of different values for a given utility,
as well as differences between individual utilities that mean they cannot be compared.

Commerce has provided some guidance to utilities to help them comply with these
requirements. For example, it provided a reporting template that utilities must use, and
recommended a method for estimating current and projected energy assistance needs.
It also told utilities that its report to the Legislature uses the U.S. Dept. of Energy’s LEAD
Tool estimate for the entire state of Washington, rather than the values utilities report.

However, the reporting template lacked the required comparative assessment. It instead
asked utilities for their plans to make progress toward the 2030 and 2050 funding levels,
but without asking for the required comparison of those levels against previous funding.
Also, the LEAD Tool introduced estimating problems for small municipal utilities and
public utility districts sharing service delivery to households located within a particular
geographical area or census tract. The LEAD Tool reports excess energy burden by an
entire census tract, which is not necessarily representative of each utility’s service territory.

Our audits found issues in this area affected 30 utilities.

« Nineteen submitted reports that did not include the required comparison
of previous funding to the levels needed to meet their 2030 and 2050 funding
levels. They said they were not aware of the requirement or assumed it did not
apply because it was not included in Commerce’s reporting template.

« Six that did estimate their current need and future funding levels used a
method different from that recommended by Commerce. Three of those
utilities modified the LEAD Tool data results, significantly reducing the
resulting current energy assistance need and funding level values, without
explaining why they did so.

«  Five utilities did not submit the required report to Commerce at all.

During our second cycle of audits, one small utility said it was unable to obtain help
from Commerce information needed to address CETA’s low-income energy assistance
requirements and gave up on filing an assessment report.
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Misunderstanding Clean Energy Implementation
Plan (CEIP) filing requirements

While Commerce has developed rules around how utilities should report energy
efficiency and demand response targets in their CEIP, 15 utilities did not follow the
methodology Commerce rules required.

Many were unfamiliar with Commerce’s methodology, because they had never
before had a reason to perform a“conservation potential assessment.” Instead,
they reported the target values they received from BPA. Neither BPA nor the
utilities realized these targets did not meet CETA's requirements because they
were developed based on the energy efficiency and demand response activity
the utilities reported to BPA over the past four years.

We discussed the problems we found in how utilities developed both the energy
efficiency and demand response targets with staff at Commerce. They suggested
utilities contract with expert consultants to perform the necessary work. While CETA
allows utilities to use an assessment of conservation potential developed for more
than one utility, many small utilities were often completely unfamiliar with such
assessments, and uncertain where and how to begin the process. Furthermore,
consultant fees can be prohibitively expensive. Staff at one small utility said they
received a quote of $50,000 from a consultant to complete a full conservation
potential assessment. The utility decided not to comply with the requirement
rather than spend that amount and raise customer rates to pay for it, in order to
estimate one of the four target values required in the report. Two utilities simply
did not file their required four-year CEIP reports.

On the other hand, staff at one of the public utility districts we audited identified

a more cost-effective method of estimating its energy efficiency target. Because
the district was willing to share its method with other utilities, we suggested other
utilities seeking a cost-effective method contact that district for more information.
Beyond this one instance we are familiar with, we recommend struggling utilities
work with BPA, Commerce or peer utilities to identify other solutions that meet
CETA’s methodology requirements.
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Next steps: New audits will follow
up on utility efforts to improve
and maintain compliance

As of March 2026, auditors are working through the second cycle of CETA-compliance
audits, examining the requirements applicable during the 2022-24 period. These audits
should be completed by the end of 2026. To date, our preliminary results from this second
cycle of examinations include:

«  Most utilities continue to make adjustments and add programs to better comply
with the low-income energy assistance program offering requirement.

+  Many utilities continue to seek assurance the adjustments they are considering
will be compliant with CETA's program offering requirement.

«  Municipal utilities and public utility districts serving customers in only part of
a county continue to seek a method for using Commerce-provided data for
estimating the current energy assistance need of its customers to comply
with assessment reporting requirements.

Because utilities were completing their 2026-29 CEIP documents during 2025, we did
not include examining them in our audit scope. We will examine utility compliance in
developing those plans in our upcoming third audit cycle of utility compliance during
the two-year period 2025-26, which we expect to publish throughout 2027 and into
2028.That cycle will also include examination of each utility’s first interim performance
reports, addressing the progress the utility made in comparison to its 2022-25 plans.

New developments

Following the 2025-26 legislative session, Gov. Ferguson signed House Bill 1903 into law effective
June 11, 2026. The bill amends CETA to create a statewide low-income energy assistance program
that utilities can offer to their customers while also maintaining the annual level of such assistance
they provide through their own programs. The bill also reduces the reporting requirements
applicable to all electric utilities. Utilities are only required to report the programs they use to
reduce energy burden, their outreach efforts, and their cumulative participation rates and
funding levels compared to what is needed to meet the energy assistance need of its customers.

Small utilities (those with fewer than 25,000 electricity customers) will no longer required to
develop and report a plan to improve the effectiveness of their programs toward meeting the
energy assistance need of their customers.

The bill restates the low-income program offering requirement by requiring utilities to ensure
that each low-income household has access to an energy assistance program, not including
programs funded using “nonutility source funds.” It will be important for Commerce to give
utilities clear direction about such funds.
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