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BEFORE THE WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION

Dockets UE-260005 & UG-260006
Puget Sound Energy
2026 General Rate Case

WUTC STAFF DATA REQUEST NO. 046:

RE: PSE CETA Targets

Please refer to the Direct Testimony of Joshua J. Jacobs, Exh. JJJ-1T.

a. On page 17, the witness states that PSE will prioritize long-term purchases over
short-term purchases. The docket PSE cites to is in regard to PSE purchasing
RECs to meet its interim targets.

1.

2.

What resources does PSE define as “short-term acquisitions”?

If PSE was to purchase short-term resources to meet CETA compliance,
would those short-term resources be exclusively RECs, or do they
encompass other short-term resources, such as, but not limited to, Power
Purchase Agreements?

Has PSE done any analysis on the cost of short-term resources and any
penalties for non-compliance? If PSE has conducted that analysis, what
was the result?

How would PSE account for the costs, either of non-compliance or making
a non-compliance payment associated with RCW 19.405.090(2), in its
resource portfolios?

Have any previous short-term acquisitions been converted to acquisitions
that PSE would consider “long-term”? For the purposes of this question,
please define “long-term” as providing PSE with generation or energy
storage for greater than 18 months.

b. On page 16, Witness Jacobs submits that PSE will not be able to meet 80% of
retail load with renewable and non-emitting resources currently in PSE’s portfolio.
Witness Jacobs testifies that PSE will be at a 14% deficit in 2030.

1. Does PSE believe that there is a path forward to meet 80% of retail load
with renewable or non-emitting resources? If not, does PSE believe it will
need to use alternative compliance steps laid out in RCW 19.405.040(b)?
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If PSE believes that it will use alternative compliance mechanisms, which
ones?

2. Does PSE have modeling that projects that it will meet 80% of demand
with CETA-qualifying resources at any point after 20307

i. If so, how recently was that model produced?

ii. If so, what year will PSE achieve 80% of retail load with CETA-
qualifying resources?

3. Does PSE view CETA compliance as determined as the average of
CETA-compliant energy served as an average of the 4-year compliance
period? If PSE is serving 66% of load with CETA-compliant resources in
2030 what percentages of CETA compliant resources would PSE need
over the 3 remaining compliance years to meet CETA targets?

C. On page 17, witness Jacobs cites to RCW 19.405.010(1)-(2).

1. How would PSE define “unreasonable cost to customers™?
Response:
a. 1. Puget Sound Energy (“PSE”) generally considers an acquisition "short-

term" if it has a contract term of three years or less. Short-term
acquisitions encompass a range of transaction types, including short-
duration power purchase agreements ("PPAs"), short-term bilateral energy
and capacity transactions, and purchases of unbundled renewable energy
credits ("RECs"). "Long-term" acquisitions, as used in the testimony, refer
to resources that add durable, new clean-energy supply to the region
through owned generation, long-duration PPAs, or tolling agreements.

2. Short-term resources are not limited to RECs. Depending on market
conditions, resource need, and eligibility with the Clean Energy
Transformation Act (“CETA”), PSE's short-term options could include
short-duration PPAs, short-term bilateral energy purchases from CETA-
eligible generation (with associated RECs), and purchases of unbundled
RECs. The Commission's order in Docket UE-210795, Order 12, for
example, addressed PSE's use of short-term RECs specifically in the
interim-target context; PSE's broader consideration of short-term
resources is not so limited.

3. PSE evaluates the cost and value of short-term resources as part of its
portfolio planning and integrated resource planning ("IRP") processes,
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where short-term transactions are assessed against longer-term
alternatives based on cost, reliability contribution, and CETA eligibility.
PSE's planning is oriented toward compliance with CETA, not toward
payment of administrative penalties under RCW 19.405.090; PSE does
not treat the administrative penalty as a planning target or an economic
substitute for compliance.

PSE analyzed the cost of purchasing short-term resources in its petition
seeking to lower its interim targets for 2024 and 2025." The analysis
showed a premium of over $200 million for acquiring short-term, CETA-
compliant resources to meet the interim target in 2024 and 2025.2

As a preliminary matter, PSE notes that RCW 19.405.090 establishes an
administrative penalty for failure to meet the CETA standards; it is distinct
from the alternative compliance payment available under

RCW 19.405.040(1)(b)(i), which is a statutorily-authorized compliance
option rather than a penalty.

PSE’s 2023 Electric Progress Report preferred portfolio assumes that
PSE’s resource portfolio would achieve compliance with the standard
under RCW 19.405.040(1) for the following compliance periods beginning
January 1, 2030, and ending December 31, 2033, through a combination
of qualifying renewable and nonemitting resources. PSE'’s 2023 Electric
Progress Report preferred portfolio does not rely on the use of alternative
compliance payments or assume any administrative penalties for non-
compliance.

PSE is unaware of any acquisition of generation or energy storage for a
term of less than 18 months for which it has converted to a term of more
than 18 months.

b. Yes. PSE believes there is a pathway to serve at least 80 percent of its
retail electric load with electricity from renewable resources and
nonemitting electric generation over the four-year compliance period
beginning January 1, 2030, through December 31, 2033, consistent with
the 80 percent floor that results from the 20 percent alternative compliance
cap in RCW 19.405.040(1)(b). PSE's compliance planning remains
directed at meeting the full 100 percent standard under RCW
19.405.040(1)(a) through a combination of direct renewable and

' In the Matter of the Petition of Puget Sound Energy for an Order Adjusting Clean Energy

Implementation Plan Annual Interim Targets for 2024 and 2025, Docket UE-210795, Petition of Puget
Sound Energy to Amend Orders 08 and 12 and Adjust PSE’s Clean Energy Implementation Plan
Annual Interim Targets for 2024 and 2025 (Sept. 27, 2024), available at
https://apiproxy.utc.wa.gov/cases/GetDocument?doclD=1343&year=2021&docketNumber=210795.

2 Seeid. q 24.
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nonemitting resources and, as permitted, alternative compliance options
under RCW 19.405.040(1)(b), all subject to the cost impact provisions of
RCW 19.405.060(3).

2. Yes. PSE has produced modeling showing a pathway to serve at least
80 percent of its retail electric load with electricity from renewable
resources and nonemitting electric generation over the four-year
compliance period beginning January 1, 2030, through December 31,
2033, consistent with the 80 percent floor that results from the 20 percent
alternative compliance cap in RCW 19.405.040(1)(b).

I. The most recent modeling reflecting this result is the 2025
Resource Planning Analysis.

ii. The 2025 Resource Planning Analysis projects that PSE will serve
at least 80 percent of retail electric load with electricity from
renewable resources and nonemitting electric generation over the
four-year compliance period beginning January 1, 2030, through
December 31, 2033, consistent with the 80 percent floor resulting
from the 20 percent alternative compliance cap in
RCW 19.405.040(1)(b). PSE's compliance planning remains
directed at meeting the full 100 percent standard under
RCW 19.405.040(1)(a) through a combination of direct renewable
and nonemitting resources and, as permitted, alternative
compliance options under RCW 19.405.040(1)(b).

3. The plain language of RCW 19.405.040(1)(a) is clear that compliance is
determined over each multiyear compliance period, not on an annual
basis. Specifically, the statute requires an electric utility to use electricity
from renewable resources and nonemitting electric generation "in an
amount equal to one hundred percent of the utility's retail electric loads
over each multiyear compliance period." For the first compliance period,
the relevant period is the four years from January 1, 2030, through
December 31, 2033. PSE understands this to mean that compliance is
determined by comparing the aggregate megawatt-hours of electricity
from renewable resources and nonemitting electric generation delivered
over the four years, together with any alternative compliance contributions
made under RCW 19.405.040(1)(b) up to the 20 percent statutory cap,
against the utility's aggregate retail electric load over the four years. The
calculation is load-weighted across the period rather than a simple
average of annual percentages, because the statutory metric is expressed
in terms of retail electric load served.

With respect to the arithmetic illustration in the question, PSE offers the
following response, with the preliminary observation that the question
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assumes constant retail electric load across the four years of the
compliance period, and PSE's response adopts that simplifying
assumption for purposes of this illustration. The actual calculation will
reflect the actual retail electric load and the actual generation delivered,
and will be performed on a load-weighted basis.

Under the question's assumption that PSE serves 66 percent of retail
electric load with direct renewable and nonemitting generation in 2030, the
arithmetic for the three remaining compliance years is as follows:

To meet the 80 percent floor implied by the 20 percent alternative
compliance cap, the four-year average of direct renewable and
nonemitting generation as a share of retail electric load must equal or
exceed 80 percent. With 66 percent in 2030, the three remaining years
(2031, 2032, and 2033) must average approximately 84.7 percent on a
load-weighted basis across 2031-2033:

(80% X 4) — 66%

3 = 84.66%

This could be achieved by any combination of annual percentages that
averages to approximately 84.7 percent. For example, 80 percent in 2031,
85 percent in 2032, and 89 percent in 2033, or any other combination with
the same three-year load-weighted average. The remaining gap between
direct resources and 100 percent of compliance-period load may be filled
with alternative compliance options under RCW 19.405.040(1)(b), up to
the 20 percent cap.

Assuming that PSE were to serve 66 percent of retail electric load with
direct renewable and nonemitting generation in 2030, PSE's procurement
strategy, as described in the Prefiled Direct Testimony of Craig J. Pospisil,
Exh. CJP-1HCT, the Prefiled Direct Testimony of Brennan D. Mueller,
Exh. BDM-1T, and the Prefiled Direct Testimony of Aaron A. August,

Exh. AAA-1T, would need to bring new renewable and nonemitting
resources online during the compliance period such that the three-year
average for calendar years 2031 through 2033 meets or exceeds the

84.7 percent required to achieve the 80 percent over the four-year
compliance period. The balance of the 100 percent statutory obligation will
be satisfied through a combination of further direct resource acquisition
and, as necessary and cost-effective, alternative compliance options
under RCW 19.405.040(1)(b) within the 20 percent statutory cap. All
compliance planning is subject to the cost impact provisions of

RCW 19.405.060(3), which provide that an investor-owned utility is
considered to comply with RCW 19.405.040(1) if the average annual
incremental cost of meeting the standard over the four-year compliance
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period would exceed the two percent cost impact limit established by that
provision.

PSE does not adopt a single, freestanding definition of "unreasonable cost
to customers." The phrase as used in RCW 19.405.010(1)-(2) appears in
the legislature's findings and policy statements rather than in an operative
compliance standard, and CETA's specific expression of cost
reasonableness for compliance purposes is the two percent cost impact
cap in RCW 19.405.060(3)(a). That provision defines the circumstances in
which an investor-owned utility is considered to comply with

RCW 19.405.040(1) even where it has not procured the full amount of
renewable and nonemitting resources otherwise required, and it therefore
serves as the operative quantitative benchmark for evaluating whether
compliance costs are reasonable under the statute.

Beyond the two percent cost impact cap, PSE evaluates cost
reasonableness in the context of specific procurement decisions, applying
the principle that expenditures made solely to meet an interim target (i.e.,
an expenditure that does not contribute to longer-term compliance under
RCW 19.405.040(1)(a)) may represent an unreasonable cost to
customers. PSE developed this view in connection with its 2023 Biennial
CEIP Update and the Petition to Lower 2024 and 2025 Interim Targets.? In
that petition, PSE identified one example of an unreasonable cost: a set of
short-term resource purchases that PSE would have to make to meet the
2024 and 2025 interim targets, at a premium price of approximately

$200 million over market purchases and without contributing to

PSE's 2030-2033 compliance obligation under RCW 19.405.040(1)(a).
The Commission expressed a similar concern in Order 144 issued in
response to the petition, stating as follows:

While the facts and circumstances that PSE presents in this
proceeding are not complete, as this is not a compliance
proceeding, they are clear indication of good faith efforts by
[PSE] to meet the interim targets and a recognition that simply
purchasing expensive short-term clean energy contracts
solely to meet the interim target would represent unnecessary
rote adherence to the Commission’s rules, and may not be a
prudent action.®

5

See fn 1, supra.

In the Matter of the Petition of Puget Sound Energy for an Order Adjusting Clean Energy
Implementation Plan Annual Interim Targets for 2024 and 2025, Docket UE-210795, Order 14
(Nov. 8, 2024), available at
https://apiproxy.utc.wa.gov/cases/GetDocument?doclD=1377&year=2021&docketNumber=210795.
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PSE applies comparable reasoning to procurement decisions in which a
short-term resource expenditure would be made at a premium solely to
meet an interim target and would not contribute to a four-year compliance
period under RCW 19.405.040(1). PSE evaluates that cost against what
would otherwise be available to customers through longer-term
procurement alternatives.
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