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z‘;ﬂ Outlook

RE: Informal DR No. 1; PCA Annual Review UE-260337 (Confidential)

From Mueller, Brennan <brennan.mueller@pse.com>
Date Tue 6/23/2026 4:02 PM

To Gomez, Dave (UTC) <dave.gomez@utc.wa.gov>
Cc  Evren, Nezih (UTC) <nezih.evren@utc.wa.gov>

{0 3 attachments (768 KB)

90-day power prices as of 12-15-2024.xIsx; 30-day power prices as of 12-15-2024.xIsx; 2025-POWER-COST-SUMMARY with 30-
day price inputs(C).xlsx;

External Email

Hi Dave — Apologies again for the delay on this one, but responses below and attached. Please
let me know if you have further questions or want to discuss.

1. Provide the average forward market prices for power for the Mid-C (Flat, Off-Peak, On-
Peak) for the 90-days ended 12/15/2024 for each month in 2025 (January — December
2025).

See first attachment, “90-day power prices as of 12-15-2024.” Note that these forward prices

are not the same exact prices used in our approved 2025 forecast as our model relies on an

hourly forecast of power prices derived using the Aurora model with forward gas prices as
an input. But they are reasonably close to the prices from our model.

2. Provide the average forward market prices for power for the Mid-C (Flat, Off-Peak, On-
Peak) for the 30-days ended 12/15/2024 for each month in 2025 (January — December
2025).

See second attachment, “30-day power prices as of 12-15-2024.” These prices are again
forward prices rather than the modeled prices we use in our official forecasts, but they provide a
good approximation of the modeled prices we would have generated had we used 30-day gas
prices as an input.

3. Calculate the impact to the 2025 PCA under-recovery of $195.3 million if gas forward
market prices had been based on a thirty 30-day average versus 90-day average.

We estimate that our 2025 power cost forecast would have been $53.3 million higher using 30-
day average gas prices vs the 90-day average that was used for the approved forecast. Most of
this increase (about $50 million) would have directly reduced PSE’s actual 2025 under-recovery
(the difference is because rates did not go into effect until January 28t so the full forecast
increase would not have been captured as revenue in the PCA baseline rate). Note that this
estimate assumes modeled power prices using 30-day average gas prices would have been
equal to 30-day average power prices as of the same date. While this is unlikely to be exactly
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true, it is probably not far off and provides a reasonable estimate of the impact of using the
different gas price assumption.

The third attachment, “2025-POWER-COST-SUMMARY with 30-day price inputs,” provides
details of the estimate and shows comparisons to the approved forecast. In general, lower gas
prices reduce gas fuel costs, but those savings are dwarfed by a much larger reduction in
secondary (wholesale market) sales revenue that results from the lower power prices.

From: Gomez, Dave (UTC) <dave.gomez@utc.wa.gov>

Sent: Monday, June 8, 2026 4:11 PM

To: Mueller, Brennan <brennan.mueller@pse.com>

Cc: Evren, Nezih (UTC) <nezih.evren@utc.wa.gov>

Subject: Informal DR No. 1; PCA Annual Review UE-260337 (Confidential)

CAUTION - EXTERNAL EMAIL
Phishing? Click the PhishAlarm "Report Phish" button.
Background
In PSE’s last GRC, UE-240004 and 005, the Commission issued its final order on January 15,
2025. On January 21, 2025, PSE made a compliance filing to update power costs with a rate
effective date of January 28, 2025. Gas prices in the compliance update to 2025 power costs
were average prices from the 90-days ended 12/15/2024.

The attached Staff workpaper is derived from the confidential workpaper titled; 260337-PSE-
PCA-WP-BDM-2025-PCA-Variance-Summary(C) and, in response to Staff’s informal data
request of June 1, 2026, an Excel worksheet titled; 90-day gas prices as of 12-31-2024.

Informal Data Request

1. Provide the average forward market prices for power for the Mid-C (Flat, Off-Peak, On-
Peak) for the 90-days ended 12/15/2024 for each month in 2025 (January — December
2025).

2. Provide the average forward market prices for power for the Mid-C (Flat, Off-Peak, On-
Peak) for the 30-days ended 12/15/2024 for each month in 2025 (January — December
2025).

3. Calculate the impact to the 2025 PCA under-recovery of $195.3 million if gas forward
market prices had been based on a thirty 30-day average versus 90-day average.

Thanks

David Gomez

Senior Regulatory Analyst
dave.gomez@utc.wa.gov

www.utc.wa.gov

Respect. Professionalism. Integrity. Accountability.

P ure

This email/letter states the informal opinions of commission staff, offered as technical assistance, and are
not intended as legal advice. We reserve the right to amend these opinions should circumstances change
or additional information be brought to our attention. Staff's opinions are not binding on the commission.
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Q Outlook

RE: Require a meeting to go over a few questions relating to the Annual Review

From Mueller, Brennan <brennan.mueller@pse.com>

Date Mon 6/1/2026 4:43 PM

To Gomez Dave (UTC) <dave.gomez@utc.wa.gov>

Cc  Free, Susan <susan.free@psecom>; Evren, Nezih (UTC) <nezih.evren@utc.wa.gov>; Pavel, Tyler <Tyler.Pavel@pse.com>; Pierce, Heather <Heather.Pierce@pse.com>

il 1 attachment (122 kB)
90-day gas prices as of 12-31-2024.xlsx;

External Email

Hi Dave - please see responses in blue font below. Let us know if you have follow up questions or want to discuss. And sorry again for not getting
back to you sooner.

1. The compliance update to power costs for 2025 was filed on January 21, 2025, with rates effective January 28, 2025. What was the vintage of
the three-month average for gas prices?

Gas prices in the compliance update to 2025 power costs were average prices from the 90-days ended 12/15/2024. Overall, gas prices were
trending downward during the 90-day period so a more recent cut-off date would have yielded lower prices, but given the 90-day averaging it would
not have been a material decrease. Average 2025 Sumas prices based on a 12/31 cut-off date instead of 12/15 would have been $3.84/MMBtu
instead of the $3.96/MMBtu that was used for the forecast. Attached excel file includes prices as of 12/31/2024.

2. Going over UE-260337 Variance Summary workpaper. A couple of questions to add to the gas price vintage of the 90-day forward. For the
2025 PCA Period Actuals (below), why are there no entries for hedges, wind integration, EIM, etc.? | also note that there is no incremental
transmission cost associated with Gray's Harbor. | assume it is because they are delivering the power straight to your system hence no
incremental transmission expense exists. Is this correct?

All of the market purchase and market sale line items that are included in the forecast are aggregated as just market purchases or market sales in
actual accounting data.

For hedges and EIM purchases/sales PSE does have more granular accounting data available, but it is difficult to draw any conclusions by
comparing it to forecast. For example, accounting actuals for hedges include the gain or loss on financial contracts entered prior to and throughout
2025 based on the difference between prices when the contracts were entered and actual settled prices while the hedge costs in rates/forecast
include the estimated loss/gain only on contracts that had been executed as of 12/15/2024 based on the difference between prices when the
contracts were executed and forecasted prices for the rate year. Actual EIM purchase and sale volumes/costs are difficult to compare to forecast
because actual settlements occur in 15-minute and 5-minute intervals which typically leads to higher volumes in both directions relative to the
forecast that only incorporates 15-minute intervals.

Other market purchase and market sale line items in the forecast do not exist in actual accounting records. Wind integration costs, EIM benefit, and
reduction to market sales revenue due to CCA are adjustments to forecasted market purchases and sales to recognize impacts that were not
directly reflected in PSE's power cost model. The actual impact of these items is embedded in total actual net market purchase/sales costs, but
there's no explicit accounting for them.

And there is incremental transmission expense associated with Grays Harbor. PSE paid $7.6M in 2025 for firm BPA transmission assigned from
Invenergy as part of the tolling agreement deal. This incremental cost is part of the total $27.5M transmission cost variance identified in testimony.

3. Another question. Trying to figure out the counter-factual of what the PCA variance would have been had we included Gray's Harbor. Is it
correct to say that of the $195 million imbalance, $75.9 million is associated with not having Gray's Harbor in the baseline ($119.4 million)?
The 28 days in January using the old baseline impact $9.4 million ($110 million)? In other words, had we included Gray's Harbor and had a
rate effective of January 1, 2025, the negative variance of $110 million would have resulted in a rate payer surcharge of $68 million vs $151.2
million.

1 think it is fair to say that only $34.4 million of the total imbalance is attributable to our exclusion of Grays Harbor (GH) from the baseline. This is the
amount by which the baseline would have been higher had we incorporated GH into our forecast given the price assumptions in that same forecast.
The $75.9 million GH impact discussed in testimony is the full actual impact of having GH vs not having it, given actual prices for the year.
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Put differently, at the time we prepared the forecast we expected prices and the value of thermal generation to be relatively high so the forecasted
power cost benefits of GH would have offset all but $34.4 million of the costs. However, because actual prices and the actual value of thermal
generation was relatively low, the costs of GH exceeded its power cost benefit by $75.9 million. The table below provides a high-level estimate of
the under-recovery drivers with an attempt to show how/where the GH impacts are showing up.

Brennan D. Mueller
Manager, energy analysis
PUGET SOUND ENERGY
206 495 3012 mobile

From: Gomez, Dave (UTC) <dave.gomez@utc.wa.gov>

Sent: Monday, June 1, 2026 9:26 AM

To: Mueller, Brennan <brennan.mueller@pse.com>

Cc: Free, Susan <susan.free@pse.com>; Evren, Nezih (UTC) <nezih.evren@utc.wa.gov>
Subject: RE: Require a meeting to go over a few questions relating to the Annual Review

CAUTION - EXTERNAL EMAIL
Phishing? Click the PhishAlarm "Report Phish" button.
Thanks Brennan. I'll send out a formal but if you could provide it also informally, it will help us draft the open meeting memo for the end of July.
Thanks

David Gomez

Senior Regulatory Analyst
dave.gomez@utc.wa.gov

www.utc.wa.gov

Respect. Professionalism. Integrity. Accountability.

gy vre

This email/letter states the informal opinions of commission staff, offered as technical assistance, and are not intended as legal advice. We reserve the right to
amend these opinions should circumstances change or additional information be brought to our attention. Staff's opinions are not binding on the commission.

From: Mueller, Brennan <brennan.mueller@pse.com>

Sent: Monday, June 1, 2026 9:24 AM

To: Gomez, Dave (UTC) <dave.gomez@utc.wa.gov>

Cc: Free, Susan <susan.free@pse.com>; Evren, Nezih (UTC) <nezih.evren@utc.wa.gov>
Subject: RE: Require a meeting to go over a few questions relating to the Annual Review

External Email

Hi Dave — apologies for the delay. | will work on getting responses back to you today either way, but also happy to reply and/or follow up with formal
DR responses as needed.

From: Gomez, Dave (UTC) <dave.gomez@utc.wa.gov>

Sent: Monday, June 1, 2026 9:20 AM

To: Mueller, Brennan <brennan.mueller@pse.com>

Cc: Free, Susan <susan.free@pse.com>; Evren, Nezih (UTC) <nezih.evren@utc.wa.gov>
Subject: RE: Require a meeting to go over a few questions relating to the Annual Review

CAUTION - EXTERNAL EMAIL
Phishing? Click the PhishAlarm "Report Phish" button.
Brennan,

Good morning. | hope you had a great weekend. | have not heard back regarding this request. As the PCA annual review is pertinent to the issues
discussed in the GRC, | am going to convert this request into a formal DR vs. informal. Thanks

David Gomez

Senior Regulatory Analyst
dave.gomez@utc.wa.gov

www.utc.wa.gov

Respect. Professionalism. Integrity. Accountability.
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