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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. 150:

RE: Incremental Cost of Compliance

Assume that all of PSE’s proposals in the initial filing of this case are granted by the
Commission and the actual costs of all of the investments included in the MYRP come
in at the estimated costs provided in the initial filing. Using the incremental cost
calculation outlined in WAC 480-100-660(2) please provide the incremental cost of
compliance with CETA for each year of PSE’s proposed MYRP in this case.

Response:

Puget Sound Energy ("PSE") objects to WUTC Staff Data Request No. 150 to the
extent it requires a forward-looking application of WAC 480-100-660(2), which is
designed to assess incremental cost of compliance on a retrospective basis using
actual costs and actual weather-adjusted retail sales. Application of WAC 480-100-
660(2) prospectively requires significant assumptions regarding future load, costs,
timing, and resource attribution and therefore cannot produce a precise or reliable
measure of incremental compliance costs for the Clean Energy Transformation Act
("CETA"). Moreover, PSE does not currently have a Clean Energy Implementation Plan
in effect and is instead developing an Integrated System Plan ("ISP"), which will not be
filed until April 1, 2027. See PSE's ISP Work Plan, filed in Docket U-240841. The ISP
incremental cost calculation will be performed as part of that filing and may include
clean energy actions or investments not reflected in this Multi-Year Rate Plan (“MYRP”)
proceeding.

Subject to and without waiving these objections and adopting the assumptions required
for the hypothetical scenario presented in WUTC Staff Data Request No. 150, PSE
provides the following illustrative calculation.

1. Annual Threshold Amount. Consistent with WAC 480-100-660(2), the annual
threshold is calculated as:

Annual Threshold =

(WASR( x 2% x 4) + (WASR; x 2% % 3) + (WASR; X 2% x 2) + (WASR3 X 2% X 1)
4
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This formulation reflects the rolling, multi-year weighting of weather-adjusted
retail sales.

For purposes of this calculation, PSE used:

(i) actual weather-adjusted sales revenue for sales to customers for the
twelve months ended December 31, 2025, for year O (i.e., WASR,)
because the Gap Year in PSE's electric revenue requirement model is 13
months (beginning January 1, 2026, and ending January 31, 2027), and
there is no way to calculate the 12 months ended January 31, 2027,
without re-creating the entire Electric Revenue Requirement model for that
period; and

(i) projected weather-adjusted sales revenue for sales to customers from the
workpaper titled "260005-06-PSE-WP-SEF-4-ELECTRIC-REV-REQ-
MODEL-26GRC-02-2026(HC).xIsx" for:

(@) Rate Year 1 (February 1, 2027 — January 31, 2028) for WASR;

(b) Rate Year 2 (February 1, 2028 — January 31, 2029) for WASR;;
and

(c) Rate Year 3 (February 1, 2029 — January 31, 2030) for WASR;.

Using the weather-adjusted sales revenue for sales to customers:

Variable Period Weather-Adjusted Sales
WASR, 12 ME 12/31/25 $3,094,974,279
WASR, Rate Year 1 $3,161,419,096
WASR, Rate Year 2 $3,183,994,653
WASR; Rate Year 3 $3,197,393,172

Attached as Attachment A to PSE's Response to WUTC Staff Data Request No.
150 is an Excel workbook that calculates the annual threshold amount using the
assumptions stated above.

The resulting annual threshold amount in this hypothetical scenario is
approximately $157.1 million per year.

2. Incremental Cost of Compliance (MYRP Years). WAC 480-100-660(2) defines
incremental cost of compliance as the incremental annual revenue requirement
attributable solely to CETA compliance, relative to a non-CETA baseline.
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PSE's initial filing in this MYRP proceeding does not identify or quantify, on a
rate-year basis, costs that are solely and uniquely attributable to CETA
compliance. Many investments included in the MYRP serve multiple purposes,
including reliability, resiliency, load growth, and customer demand, in addition to
clean energy objectives. As a result, isolating "CETA-only" incremental costs
requires assumptions that are not reflected in PSE's filed revenue requirement or
supporting workpapers.

Accordingly, PSE cannot provide a quantified incremental cost of compliance for
each MYRP year without making unsupported allocation assumptions regarding
cost causation and attribution.

3. lllustrative Benchmark Comparison. For reference, if one were to compare the
calculated annual threshold to the total incremental electric revenue requirement
proposed in the MYRP (which includes all cost drivers, not solely CETA), the
results would be as follows:

Total Incremental

Rate Year Revenue Requirement Annual Threshold
Rate Year 1 ~$625.3 million ~$157.1 million
Rate Year 2 ~$178.7 million ~$157.1 million
Rate Year 3 ~$431.9 million ~$157.1 million

This comparison is illustrative only and does not represent the incremental cost
of compliance under WAC 480-100-660(2), because the numerator includes
costs unrelated to CETA compliance.

4. Conclusion. The annual threshold amount under WAC 480-100-660(2) is
approximately $157.1 million per year based on the assumptions used in the
hypothetical scenario presented in WUTC Staff Data Request No. 150. PSE
cannot calculate the incremental cost of CETA compliance on a forward-looking
basis from PSE's MYRP filing without introducing speculative and unsupported
assumptions regarding which costs are uniquely attributable to CETA
compliance. A calculation under WAC 480-100-660(2) would require:

. actual weather-adjusted sales revenue over an applicable
four-year compliance period under CETA;

. identification of investments that are incremental and
uniquely attributable to compliance with CETA versus those
required for reliability, safety, or load growth; and
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. determinations of whether to include or exclude capacity-
driven or reliability-driven resources.

The calculation presented in this response represents an illustrative threshold only and
would not, by itself, determine compliance with WAC 480-100-660. The incremental
cost framework is highly sensitive to assumptions regarding attribution of costs to CETA
compliance. Many investments included in this MYRP are driven by multiple objectives
(e.g., capacity, reliability, resiliency, and customer demand) and cannot reasonably be
attributed solely to CETA. Accordingly, a prospective application of the rule, as
requested, may not produce a reliable or meaningful measure of compliance.
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ATTACHMENT A to PSE’s Response to
WUTC Staff Data Request No. 150





