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BEFORE THE WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION

Dockets UE-220066 & UG-220067
Puget Sound Energy
2022 General Rate Case

WUTC STAFF DATA REQUEST NO. 002:

Please provide copies of all reports prepared by rating agencies that describe PSE
and/or PH for the period 2021 to the present.

Response:

Puget Sound Energy (“PSE”) provided the requested information for both PSE and
Puget Energy, Inc. (“PE”) as part of its direct case. The rating agencies do not publish

rating reports for Puget Holdings, LLC (“PH”).

Please refer to Exh. CGP 10 page 30 to 34 for Standard & Poor’s rating report issued
for PSE and PE in May 2021, page 35 to 45 for Moody’s rating reports issued for PSE in
August 2021, and page 46 to 55 for Fitch’s rating reports issued for PSE and PE in June

2021.

Attached as Attachment A to PSE’s Response to WUTC Staff Data Request No. 002,
please find Moody’s issuer comment issued for PSE in May 2021.
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ATTACHMENT A to PSE’s Response to
WUTC Staff Data Request No. 002
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Puget Sound Energy, Inc. and Avista Corp.

Legislation supporting multi-year rate plans has credit positive
implications for Washington's investor owned utilities

On 3 May 2021, Washington State Governor Jay Inslee signed into law a senate bill (SB
5295) aimed at reforming the regulatory framework for utilities in the state by paving the
way for multi-year rate plans (MYRP) and performance based ratemaking (PBR). The bill
could enhance the consistency and predictability of utility regulation and provides credit
positive opportunities for Washington's utilities, including Puget Energy Inc's (Puget, Baa3
stable) primary subsidiary Puget Sound Energy, Inc (PSE, Baal stable) and Avista Corp. (Avista,
Baaz stable), to reduce regulatory lag and earn returns closer to their authorized returns

on equity (ROE). However, improved regulatory and financial outcomes for these utilities
remain subject to the bill's implementation by the Washington Utilities and Transportation
Commission (WUTC), the state's utility regulator.

The bill requires the WUTC to develop, in collaboration with utilities and other interested
stakeholders, a policy statement on alternatives to traditional cost of service rate making,
including performance measures, incentives, and penalty mechanisms. The WUTC must
provide an update to the relevant legislative committees by 1 January 2022.

Importantly, beginning 1 January 2022, utilities are required to include a proposal for a MYRP
between two and four years in length in every general rate case filing. The bill allows for
property that is deemed used and useful as of the rate effective date of the first year of a
MYRP to be included in rate base, with the remainder of the rate plan based on forecasted
information. This would be a material improvement over the historical test year currently
used by utilities in rate cases and help reduce regulatory lag, a credit positive. The terms
approved by the WUTC for the first two years of a MYRP are binding, but utilities must
update power costs at the beginning of the third year and may file a new multi-year rate plan
for the third and fourth rate year, if applicable. In addition, if a utility earns a rate of return 50
basis points higher than authorized, excess revenues must be deferred for customer refund or
other uses as determined by the WUTC in a subsequent proceeding.

In approving a MYRP, the WUTC must establish performance measures to assess a utility
during the rate period. The bill recommends several factors be considered in determining
performance measures, incentives and penalties, including affordability, customer satisfaction
and engagement, reliability, clean energy or renewable procurement, demand side
management expansion, and the attainment of state energy and emissions reduction
policies.

This new law follows Washington's Clean Energy Transformation Act (CETA), signed into law
in May 2019, that requires utilities to eliminate coal-fired electricity by 2025 and commits



http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBC_1283291
http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBC_1283291
http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBC_1283291
http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBC_1283291
https://www.moodys.com/credit-ratings/Puget-Energy-Inc-credit-rating-821483445/summary
https://www.moodys.com/credit-ratings/Puget-Energy-Inc-credit-rating-821483445/summary
https://www.moodys.com/credit-ratings/Puget-Energy-Inc-credit-rating-821483445/summary
https://www.moodys.com/credit-ratings/Puget-Energy-Inc-credit-rating-821483445/summary
https://www.moodys.com/credit-ratings/Puget-Sound-Energy-Inc-credit-rating-821483467/summary
https://www.moodys.com/credit-ratings/Puget-Sound-Energy-Inc-credit-rating-821483467/summary
https://www.moodys.com/credit-ratings/Puget-Sound-Energy-Inc-credit-rating-821483467/summary
https://www.moodys.com/credit-ratings/Puget-Sound-Energy-Inc-credit-rating-821483467/summary
https://www.moodys.com/credit-ratings/Avista-Corp-credit-rating-810250/summary
https://www.moodys.com/credit-ratings/Avista-Corp-credit-rating-810250/summary
https://www.moodys.com/credit-ratings/Avista-Corp-credit-rating-810250/summary
https://www.moodys.com/credit-ratings/Avista-Corp-credit-rating-810250/summary

Exh. DCP-17

Dockets UE-220066,
UG-220067, UG-210918
Page 4 of 6

MOODY'S INVESTORS SERVICE INFRASTRUCTURE AND PROJECT FINANCE

to a carbon free electricity supply by 2045. While the CETA also clarified the WUTC's authority to consider and implement various
constructive regulatory mechanisms including MYRPs and PBR regulation, SB 5295 provides more enforceable guidance. We view the
PBR construct as credit positive because MYRPs with performance targets and the potential to earn performance incentives will not
only work to reduce regulatory lag, but also aid PSE's and Avista's renewable transition, improve operational efficiency and enhance
cash flow and profitability, all while considering customer cost and service.

Nevertheless, the extent to which the new law will enhance the Washington regulatory framework and improve utility financial
performance is subject to WUTC decisions, which have been historically inconsistent. For example, from 2013 to 2017, PSE operated
under a favorable multi-year rate plan which included a series of predetermined annual rate increases that drove a more predictable
financial performance. This allowed PSE to substantially reduce regulatory lag, achieving an actual ROE that was less than 1% below its
allowed ROE in 2017. Since 2017, however, the utility's regulatory proceedings have been characterized by some contention, resulting
in frequent regulatory filings to help mitigate regulatory lag. Similarly, Avista, whose request for a multi-year rate plan in 2017 was not
approved by the WUTC, has had contentious rate proceedings in Washington in the past.

Puget is a utility holding company, substantially all of whose operations are conducted through its principal subsidiary, PSE. PSE is

an electric and natural gas utility serving about 119 million electric and 856,000 natural gas customers in the state of Washington.
Puget also has an unregulated subsidiary, Puget LNG, formed to own, develop and finance a partly unregulated LNG facility at the Port
of Tacoma, Washington. Puget is owned by Puget Holdings LLC (not rated), which is indirectly held by a consortium of pension fund
investors.

Avista is primarily an electric and natural gas utility whose Avista Utilities operating division provides electric transmission and
distribution, and natural gas distribution services in parts of eastern Washington and northern Idaho. Avista Utilities also provides
natural gas distribution service in parts of northeastern and southwestern Oregon. Avista Utilities serves approximately 400,000
electric and 367,000 gas customers. Avista owns Alaska Energy and Resources Company (not rated), parent of Alaska Electric Light and
Power Company (Baa3 Stable) which serves around 17,000 electric customers in Juneau, Alaska.

Moody’s related publications
Credit Opinion
Puget Energy, Inc., Update following rating affirmation, 27 August 2020

Puget Sound Energy, Inc., Update following rating affirmation, 27 August 2020

Avista Corp., Update to credit analysis, 28 July 2020

To access any of these reports, click on the entry above. Note that these references are current as of the date of publication of this
report and that more recent reports may be available. All research may not be available to all clients.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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© 2021 Moody's Corporation, Moody's Investors Service, Inc., Moody's Analytics, Inc. and/or their licensors and affiliates (collectively, “MOODY'S"). All rights reserved.

CREDIT RATINGS ISSUED BY MOODY'S CREDIT RATINGS AFFILIATES ARE THEIR CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT
COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND MATERIALS, PRODUCTS, SERVICES AND INFORMATION PUBLISHED BY MOODY'S (COLLECTIVELY,
“PUBLICATIONS") MAY INCLUDE SUCH CURRENT OPINIONS. MOODY'S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS CONTRACTUAL
FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT OR IMPAIRMENT. SEE APPLICABLE MOODY'S
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CREDIT RATINGS. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE
VOLATILITY. CREDIT RATINGS, NON-CREDIT ASSESSMENTS (“ASSESSMENTS"), AND OTHER OPINIONS INCLUDED IN MOODY'S PUBLICATIONS ARE NOT
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RELATED OPINIONS OR COMMENTARY PUBLISHED BY MOODY'S ANALYTICS, INC. AND/OR ITS AFFILIATES. MOODY'S CREDIT RATINGS, ASSESSMENTS, OTHER
OPINIONS AND PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND MOODY'S CREDIT RATINGS, ASSESSMENTS, OTHER
OPINIONS AND PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. MOODY'S CREDIT
RATINGS, ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS DO NOT COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR.
MOODY'S ISSUES ITS CREDIT RATINGS, ASSESSMENTS AND OTHER OPINIONS AND PUBLISHES ITS PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING
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HOLDING, OR SALE.

MOODY'S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS, AND PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL INVESTORS AND IT WOULD BE RECKLESS

AND INAPPROPRIATE FOR RETAIL INVESTORS TO USE MOODY'S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS OR PUBLICATIONS WHEN MAKING AN INVESTMENT
DECISION. IF IN DOUBT YOU SHOULD CONTACT YOUR FINANCIAL OR OTHER PROFESSIONAL ADVISER.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED
OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE

FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN
CONSENT.

MOODY'S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS ARE NOT INTENDED FOR USE BY ANY PERSON AS A BENCHMARK AS THAT TERM IS
DEFINED FOR REGULATORY PURPOSES AND MUST NOT BE USED IN ANY WAY THAT COULD RESULT IN THEM BEING CONSIDERED A BENCHMARK.

Allinformation contained herein is obtained by MOODY'S from sources believed by it to be accurate and reliable. Because of the possibility of human or mechanical error as well
as other factors, however, all information contained herein is provided “AS IS" without warranty of any kind. MOODY'S adopts all necessary measures so that the information it
uses in assigning a credit rating is of sufficient quality and from sources MOODY'S considers to be reliable including, when appropriate, independent third-party sources. However,
MOODY'S is not an auditor and cannot in every instance independently verify or validate information received in the rating process or in preparing its Publications.

To the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability to any person or entity for any
indirect, special, consequential, or incidental losses or damages whatsoever arising from or in connection with the information contained herein or the use of or inability to use any
such information, even if MOODY'S or any of its directors, officers, employees, agents, representatives, licensors or suppliers is advised in advance of the possibility of such losses or
damages, including but not limited to: (a) any loss of present or prospective profits or (b) any loss or damage arising where the relevant financial instrument is not the subject of a
particular credit rating assigned by MOODY'S.

To the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability for any direct or compensatory
losses or damages caused to any person or entity, including but not limited to by any negligence (but excluding fraud, willful misconduct or any other type of liability that, for the
avoidance of doubt, by law cannot be excluded) on the part of, or any contingency within or beyond the control of, MOODY'S or any of its directors, officers, employees, agents,
representatives, licensors or suppliers, arising from or in connection with the information contained herein or the use of or inability to use any such information.

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY CREDIT
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Moody’s Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody's Corporation (“MCO"), hereby discloses that most issuers of debt securities (including
corporate and municipal bonds, debentures, notes and commercial paper) and preferred stock rated by Moody's Investors Service, Inc. have, prior to assignment of any credit rating,
agreed to pay to Moody's Investors Service, Inc. for credit ratings opinions and services rendered by it fees ranging from $1,000 to approximately $5,000,000. MCO and Moody's
Investors Service also maintain policies and procedures to address the independence of Moody's Investors Service credit ratings and credit rating processes. Information regarding
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Additional terms for Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services License of MOODY'S affiliate, Moody's Investors
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with the Japan Financial Services Agency and their registration numbers are FSA Commissioner (Ratings) No. 2 and 3 respectively.
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