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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. 211:
REQUESTED BY: Betty Erdahl

Regarding workpaper 260005-06-PSE-WP-SEF-5-TJP-5-WkgCapRateBase-26 GRC-02
2026.xIsx, Account Detail tab.

RE: Investor Supplied Working Capital

Please explain the following regarding all retained earning accounts and all dividend
accounts:

a. What are the reasons for how each of these accounts were categorized?
b. Are each of these accounts used for daily operations?
1. If so, how are each of these accounts used for daily operations?
2. If so, how does each of these accounts benefit the ratepayers?
Response:

Please see the table below for a listing of all retained earnings and dividend accounts
and their categorization. Accounts are from the work paper 260005-06-PSE-WP-SEF-5-
TJP-5-WkgCapRateBase-26 GRC-02-2026.

Account Current
Text Account Description Treatment
21500023 Approp RE - Fed Amort Reserve - Baker AIC
21500033 Approp RE - Fed Amort Reserve - Snoqualmie | AIC
21510023 Approp RE - Fed Amort Reserve - Baker AIC
21510033 Approp RE - Fed Amort Reserve - Snoqual AIC
21600003 Unappropriated Retained Earnings AIC
21600011 Derivatives in Retained Earnings - Electric Non-Op
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Account Current
Text Account Description Treatment
21600053 Unappropriated Retained Earnings (Elect Histo | AIC
21610013 Puget Western - Retained Earnings AIC
43900003 Adjustments to Retained Earnings Non-Op
21600013 Dividends on Common Stock (Gas History) AIC
21600023 Dividends on Preferred Stock (Gas History) AIC
3800003 Dividends Declared - Common Stock AIC
a. All retained earnings and dividend accounts are categorized as Average Invested

Capital because the accounts are related to a company’s capital, including debt
and equity accounts which is the definition of the Average Invested Capital
section — i.e. the source of funds acquired to finance the business. There is an
exception for two accounts:

1. Account 21600011 — Derivatives in Retained Earnings-Electric, which is
categorized as non-operating as unrealized gains and losses associated
with GAAP derivative accounting are not utilized for rate making purposes.
See Docket UE-240773.

2. Account 43900003 — Adjustments to Retained Earnings, which is
categorized as non-operating as this account represents adjustments
arising from the 2017 Tax Cuts and Jobs Act that lowered the U.S.
corporate tax rate and required remeasurement of deferred taxes, which
impacted tax effects on balances recorded in accumulated other
comprehensive income. The Financial Accounting Standards Board
(FASB) Accounting Standards Update (ASU) 2018-02 gave entities the
option to reclassify stranded tax effects out of Accumulated Other
Comprehensive Income (“AOCI”) and into Retained Earnings. The
decrease in retained earnings under ASU 2018-02 reflects the elimination
of prior-period tax effects embedded in AOCI that are inconsistent with the
current statutory tax rate. Because those tax effects were already
recognized in income through remeasurement and will not reverse in
future periods, their reclassification represents a permanent equity
adjustment rather than a timing difference. Accordingly, PSE believes this
account should have been treated in the same manner as other retained
earnings accounts and therefore, should be reclassified from non-
operating to average invested capital in PSE’s working capital rate base
work paper. This update can be made at rebuttal in response to a
proposal by Staff in their Response Testimony.
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b. No. None of these accounts are used for daily operations.

1.

2.

Not applicable.

These accounts are part of a balanced balance sheet. They benefit the
ratepayers as they represent the equity amounts on the balance sheet of
accumulated profits after accounting for dividend payments and dividends
declared. As noted in the Prefiled Direct Testimony of Jamie L. Martin on
page 64, lines 14 through 17, equity is the net worth (assets minus
liabilities) of a company. Equity is part of the capital structure for which
PSE obtains approval from the Commission in a general rate case. These
accounts are part of the overall Common Equity which are used to help
establish a proposed return on equity). See page 69, lines 5 through 14, in
the Prefiled Direct Testimony of Jamie L. Martin for a discussion of return
on equity, which maintains PSE’s financial integrity, enables PSE to attract
capital on reasonable terms, and ensures returns commensurate with
enterprises of comparable risk, while avoiding excessive customer costs.
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