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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. 256: 
 
RE: Power Costs. Forecast Methodology – 2026 Update. Retail Demand 
Variability. Mueller, Exh. BDM-1T at 35:17–37:11. 
 
Please provide any and all analysis, including data and calculations in Excel with 
formulas and links intact, and any other calculations or data in native format performed 
that show “over time, the cost of market purchases to supply higher-than-forecast 
demand is never offset by the revenue from surplus sales when demand is lower than 
forecast – even though demand itself should average to normal.” 
 
 
Response: 
 
The quoted language from page 26, lines 11-13, of the Prefiled Direct Testimony of 
Brennan D. Mueller, Exh. BDM-1T, reflects the analytical conclusion that results from 
the interaction between retail demand variability and wholesale power price variability, 
as well as the observed positive correlation between those two variables. As explained 
in the testimony, retail demand and power prices tend to move together. Periods of 
higher-than-normal demand are typically associated with higher-than-normal market 
prices. Periods of lower-than-normal demand are associated with lower-than-normal 
market prices.  
 
Because Puget Sound Energy (“PSE”) must rely on wholesale market purchases to 
serve incremental demand, this correlation results in a systematic asymmetry in power 
costs. When demand exceeds forecast, PSE must procure additional energy at elevated 
market prices, increasing overall costs. Conversely, when demand is below forecast, 
any surplus energy that can be sold into the wholesale market is realized during 
lower-price periods, reducing the value of those sales. As explained in the Prefiled 
Direct Testimony of Brennan D. Mueller, Exh. BDM-1T, at page 36, lines 9-13, although 
both demand and prices revert to normal on average over time, the combined effect of 
this correlation is that the costs associated with high-demand, high-price conditions are 
not offset by the benefits associated with low-demand, low-price conditions.  
 
The quoted language from page 26, lines 11-13, of the Prefiled Direct Testimony of 
Brennan D. Mueller, Exh. BDM-1T, is therefore not based on a single discrete 
calculation, but rather summarizes the results of the demand variability analysis 
incorporated in PSE’s power cost forecasting methodology. That analysis uses historical 
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demand and price data to quantify the statistical relationship between the two variables 
and applies that relationship within PSE’s modeling framework to estimate the 
incremental cost impact of variability relative to a normalized (deterministic) forecast. As 
described in the Prefiled Direct Testimony of Brennan D. Mueller, Exh. BDM-1T, at 
page 40, line 14, through page 41, line 2, this includes deriving correlations and 
variability measures from historical data and applying those relationships in a 
probabilistic or risk-based modeling framework to evaluate expected outcomes across a 
range of conditions. 
 
All calculations reflecting this analysis, including the underlying data, statistical 
derivations, and the resulting incremental cost impacts of retail demand variability, are 
provided in the Fifteenth Exhibit to the Prefiled Direct Testimony of Brennan D. Mueller, 
Exh. BDM-16HC, which is produced in native MS Excel format with formulas intact. That 
exhibit contains the quantitative demonstration of the asymmetric cost effect described 
in the testimony and constitutes the materials relied upon by the witness in support of 
the cited statement. 
 
For illustrative purposes only, the underlying concept can be demonstrated with a 
simplified example.  
 

Table 1. Example impact of demand and price change with positive correlation  
  Period 1 2 Average 

1 Normal retail demand (MW) 100 100 100 

2 
Normal Power price 

($/MWh) $50  $50  $50  
       

3 Actual retail demand (MW) 90 110 100 
4 Actual power price ($/MWh) $40  $60  $50  

5 (=3-1) Market purchase / (sale) -10 10 0 
6 (=5X4) Cost / (revenue) ($400) $600  $100  

 
In the example, actual retail demand and actual power prices in lines 3 and 4 both 
average to the normal values in lines 1 and 2 (100 MW and $50/MWh, respectively). 
However, because lower-than-normal demand in Period 1 (90 MW) coincides with 
lower-than-normal power prices ($40/MWh) and higher-than-normal demand in Period 2 
(110 MW) coincides with higher-than-normal power prices ($60/MWh), the benefit of 
lower demand in Period 1 ($400) does not offset the cost of higher demand in Period 2 
($600), as shown in line 6. Though actual retail demand and actual power prices are 
both equal to normal on average, actual power costs on average are $100 higher than 
normal.  
 
This simplified illustration is consistent with, but does not replace, the full analysis 
provided in the Fifteenth Exhibit to the Prefiled Direct Testimony of Brennan D. Mueller, 
Exh. BDM-16HC, which provide the comprehensive and complete production of the 
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analyses, data, and calculations relied upon by the witness in support of the statement 
quoted in the request. 


