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BEFORE THE WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION 
 

Dockets UE-260005 & UG-260006 
Puget Sound Energy 

2026 General Rate Case 
 
 

PUBLIC COUNSEL DATA REQUEST NO. 033: 
 
Re: PCAM. Factors in PSE’s control. Piliaris, Exh. JAP-8 at 22. 
 
Please identify all measurable outcomes substantially within PSE’s control or influence 
as it relates to the PCAM. Specifically for 2024, please quantify these outcomes. 
 
 
Response: 
 
Puget Sound Energy (“PSE”) notes at the outset that this data request poses, to PSE 
itself, the same question PSE posed as Data Request No. 001 to each of the other 
parties. As reflected in the responses of Public Counsel (page 47 of the Seventh Exhibit 
to the Prefiled Direct Testimony of Jon A. Piliaris, Exh. JAP-8), AWEC (page 63 of Exh. 
JAP-8), Commission Staff (page 68 of Exh. JAP-8), and The Energy Project (page 79 of 
Exh. Jap-8), no party was able to provide a complete quantification of these outcomes. 
PSE's own response below illustrates precisely why, and, in doing so, reinforces rather 
than undermines the evidentiary arguments Mr. Piliaris makes in his testimony. 
 
Measurable Outcomes Substantially Within PSE's Control 
 
PSE agrees that it has meaningful control or influence over certain categories of 
decisions and actions that affect its power costs and, therefore, the power cost 
adjustment mechanism (“PCAM”) outcomes. These include, broadly: 
 

1. Dispatch and Resource Optimization. PSE's Energy Supply Merchant 
Group ("ESM") manages the dispatch and utilization of PSE's electric 
generation assets, energy supply contracts, and merchant transmission in 
real time. Decisions about when and how to commit generation resources, 
how to optimize the use of PSE's hydro assets given prevailing conditions, 
and how to manage transmission positions are substantially within PSE's 
operational control. PSE's goal in each of these decisions is least-cost 
dispatch, thereby minimizing the cost of serving load given actual market 
conditions, resource availability, and operational constraints. 

 
2. Hedging and Risk Management. PSE's commodity hedging program 

involves decisions about the timing, volume, and structure of financial and 
physical hedges intended to reduce PSE's exposure to wholesale market 
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price volatility. The design and execution of the hedging program, 
including decisions about what percentage of forward exposure to hedge, 
at what prices, and over what time horizon, is substantially within PSE's 
control and influence. 

 
3. Market Transactions and Timing. PSE's power and gas trading 

operations involve decisions on when and how to transact in the 
wholesale market to meet load or monetize surplus resources. In the 
context of a liquid and properly functioning market, the timing, structure, 
and execution of those transactions are substantially within PSE's control, 
though the market prices at which transactions occur are not. 

 
4. Contractual Commitments. PSE's longer-term power purchase 

agreements, resource adequacy contracts, and supply arrangements 
reflect decisions that are substantially within PSE's control, including 
decisions about contract counterparties, terms, volumes, and pricing 
structures. These decisions shape PSE's cost exposure over multi-year 
periods and influence PCAM outcomes accordingly. 

 
5. Demand-Side Management. PSE funds and administers a range of 

customer-facing programs, including energy efficiency, demand response, 
and conservation initiatives, that are designed in part to reduce the load 
PSE must serve from market purchases. The design, implementation, and 
performance of these programs are substantially within PSE's control. 

 
Quantification of These Outcomes for 2024 
 
PSE can provide partial quantification of some of these categories for 2024, but, 
consistent with the responses of the other parties in this proceeding, PSE cannot 
provide a complete and precise quantification of all outcomes substantially within its 
control as they relate to the 2024 PCAM result. The reasons for this limitation are 
substantive, not evasive, and are directly relevant to the merits of PSE’s position in this 
proceeding. 
 
With respect to what can be quantified: 
 

PSE's total 2024 power cost variance (i.e., the aggregate difference between 
actual power costs and the PCAM baseline) was approximately $123.3 million, of 
which PSE absorbed approximately $36.8 million through the deadband and 
sharing bands, and customers absorbed approximately $86.5 million through the 
sharing mechanism. This outcome is documented in pages 70-72 of Exh. JAP-8. 
 
Of the $123.3 million total variance, Commission Staff analysis indicates that 
approximately 80 percent (roughly $98 million) was directly attributable to a 
single extraordinary weather event in January 2024, a cold weather episode that 
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drove power costs far above the baseline. Commission Staff also cited a prior 
ESM action from 2019 in which ESM sold previously purchased gas to buy power 
in the market, which PSE estimates prevented an additional $81.0 million in 
variance above the $62.4 million recorded that year. That figure is the clearest 
example in the recent record of a quantified, ESM-driven outcome substantially 
within PSE's control, and it is drawn from pages 70-72 of Exh. JAP-8. 

 
With respect to what cannot be precisely quantified, and why: 

 
The fundamental challenge is that quantifying the outcomes within PSE's control 
requires constructing a credible counterfactual: an estimate of what PSE's power 
costs would have been had it made different decisions under the same actual 
operating conditions. As Public Counsel acknowledged in response to PSE's 
Data Request No. 001 (page 47 of Exh. JAP-8), doing so would require reviewing 
every individual action taken by PSE relating to power costs in 2024, including 
immediate-term measures such as hedging, resource optimization, and least-
cost dispatch, as well as longer-term measures such as market participation and 
generation investment. It would then require estimating, for each such action, 
what the outcome would have been if PSE had acted differently. That analysis is 
not something any party to this proceeding, including PSE, has been able to 
perform with precision. 
 
This is not a failure of effort or good faith. It reflects a fundamental analytical 
problem inherent in the PCAM's structure. Because the PCAM measures 
performance against a forecasted baseline rather than against actual operating 
conditions, it conflates three categories of variance (outcomes within PSE's 
control, outcomes outside PSE's control, and forecast error) in a way that makes 
it essentially impossible to isolate the first category with precision. PSE can 
describe the types of decisions it makes that influence power costs and can point 
to specific examples where ESM actions demonstrably reduced costs. Still, it 
cannot provide a comprehensive, bottom-up quantification of all outcomes within 
its control for 2024 without access to a properly constructed counterfactual model 
that does not currently exist. 
 
This limitation is precisely the evidentiary gap that PSE has identified as fatal to 
the continued justification of the PCAM bands in their current form. If neither PSE 
nor any of the other parties can quantify the outcomes within PSE's control as 
they relate to the PCAM, then no one can demonstrate that the bands are 
producing real, measurable cost savings for customers, a foundational claim on 
which the rationale for the PCAM bands depends. The Commission's own policy 
guidance in Docket U-210590 requires that mechanisms be tied to measurable 
outcomes within the utility's control. The inability of any party, including PSE, to 
provide that quantification is powerful evidence that the current PCAM bands do 
not satisfy that standard. 
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In short, PSE can identify the categories of decisions and actions that are substantially 
within its control, and that influence PCAM outcomes — dispatch, hedging, market 
transactions, contractual commitments, and demand-side programs. PSE can point to 
specific documented instances in which ESM actions reduced power costs relative to 
what they would otherwise have been, most notably the 2019 gas-to-power arbitrage, 
which Commission Staff estimates saved approximately $81 million. What PSE cannot 
do, and what no party in this proceeding can do, is provide a comprehensive, precise 
quantification of all such outcomes for 2024 that isolates the effect of PSE's operational 
decisions from the effects of extraordinary events, stale forecasts, and other factors 
beyond PSE's control. 
 
PSE respectfully submits that this evidentiary reality supports, rather than undermines, 
its proposal to eliminate the PCAM bands and rely on prudence review (i.e., a 
mechanism that specifically evaluates PSE's decisions against actual conditions) as the 
appropriate standard for assessing cost management performance. 


