BEFORE THE WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION
Dockets UE-260005 & UG-260006

Puget Sound Energy
2026 General Rate Case

PUBLIC COUNSEL DATA REQUEST NO. 413:

RE: External Factors

Please provide any analysis PSE has conducted to quantify the impact (both direct
costs and benefits) on revenue requirement by category of expense for the years 2015-
2029. Specifically, provide any analysis quantifying the impact of the following
categories:

a. Power Costs;
b. CCA Compliance; and

C. CETA Compliance.

Response:

Puget Sound Energy ("PSE") objects to Public Counsel Data Request No. 413 to the
extent it requests a consolidated analysis that PSE has not conducted and that would
require compilation and reconciliation of data across multiple cost categories, rate
mechanisms, and time periods spanning 15 years.

Without waiving this objection and subject thereto, PSE responds as follows:

a. PSE has not conducted a single consolidated analysis quantifying the impact of
power costs on revenue requirement for the years 2015 through 2029. However,
PSE routinely updates its forecast of power costs for internal planning and formal
rate-setting purposes. Each update to PSE's Power Cost Adjustment ("PCA")
baseline rate is effectively a quantification of the impact of forecasted power
costs on revenue requirement.’ The full actual impact of power costs on revenue
requirement includes both changes in the baseline rate (based on forecasts) and
any customer share of the annual variance between actual power costs and the
baseline (under- or over-recovery), pursuant to the PCA sharing bands.

' Forecasted variable power costs are scaled up to account for revenue sensitive items before being
included in total revenue requirement. In general, this scale-up means that the revenue requirement
is equal to forecasted power costs divided by approximately 0.95.
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Table 1 below summarizes: (1) the power costs recovered via baseline rates in
effect from 2015 through 2026, along with the current forecast of power costs for
the Multi-Year Rate Plan in this proceeding; and (2) any customer share of
under- or over-recoveries that have been (or are expected to be) included in
revenue requirement in the years following each respective calendar year.
Together, these two lines provide a reasonable approximation of revenue
requirement attributable to power costs for the years 2015 through 2029. See
Prefiled Direct Testimony of Brennan D. Mueller, Exh. BDM-1T, at page 12,
line 5, through page 14, line 15 (Table 3 and discussion of primary power cost
drivers); Second Exhibit to the Prefiled Direct Testimony of Jon A. Piliaris,

Exh. JAP-3, at page 55 (Figure 1: PSE's PCA Results 2002 through 2025).

Table 1. Actual Plus Forecast Total Customer Share of Power Costs
(Approximate Revenue Requirement Attributable to Power Costs)
2015 through 2029 ($ in millions)

Recovery via Customer Share Approximate Total

PCA Variable of Under / (Over)  Customer Share of

Baseline Rate Recovery Power Costs
2015 $762.9 $0.0 $762.9
2016 $753.4 $0.0 $753.4
2017 $712.8 $0.0 $712.8
2018 $681.1 $0.0 $681.1
2019 $689.0 $36.0 $725.0
2020 $671.4 $44.0 $715.4
2021 $757.2 $36.7 $793.9
2022 $814.8 $74.6 $889.4
2023 $947.8 ($24.9) $922.9
2024 $1,104.8 $86.5 $1,191.3
2025 $1,192.2 $151.2 $1,3434
2026 $2,022.1 $0.0 $2,022.1
2027 $2,165.4 $0.0 $2,165.4
2028 $2,074.7 $0.0 $2,074.7
2029 $2,346.2 $0.0 $2,346.2
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Important notes regarding Table 1:

. Climate Commitment Act (“CCA”) Overlap: The power costs in Table 1
for calendar years 2023 through 2025 include the approximate revenue
requirement associated with the indirect CCA compliance costs identified
in the response to subpart b below. Power costs for calendar year 2026
and the MYRP period (2027-2029) include the revenue requirement
associated with both the indirect and direct CCA compliance costs
identified in response to subpart b. This change in treatment reflects
PSE's inclusion of direct CCA compliance costs in the PCA baseline rate
beginning January 1, 2026, pursuant to Order 01 in Docket UE-250747.
As a result, the 2026 and later figures are not directly comparable to prior
years because a significant portion of the year-over-year increase from
2025 to 2026 reflects the reclassification of direct CCA costs into the PCA
baseline, not an increase in underlying non-CCA power costs. See
Prefiled Direct Testimony of Brennan D. Mueller, Exh. BDM-1T, at
page 54, line 22, through page 57, line 4.

. Clean Energy Transformation Act (“CETA”) Costs: Power costs in
Table 1 include costs that may be attributable to CETA compliance
(e.g., the cost of renewable energy credits, the impact of clean energy
resource additions on market positions) that have not been specifically
isolated or identified.

. PCA Dead Band: For 2015 through 2018, the $0.0 customer share of
under/over-recovery reflects the operation of the PCA dead band, not the
absence of cost variances. During this period, PSE absorbed power cost
variances within the dead band.

. Forecast Years: For 2026 through 2029, the $0.0 customer share of
under/over-recovery reflects the standard rate-setting assumption that the
PCA baseline equals actual costs. In practice, actual PCA variances will
occur and will be trued up through the annual PCA mechanism.

b. PSE has not conducted a consolidated analysis of the impact of CCA compliance
on revenue requirement for the years 2015 through 2029. The CCA cap-and-
invest program commenced January 1, 2023; accordingly, CCA compliance
costs are applicable only for calendar years 2023 and later.

Since program inception, PSE has quantified actual and estimated net direct
compliance costs for recovery in customer rates.? In addition, PSE has estimated

2 See PSE'’s filing on December 16, 2025, in Docket UE-250901 for details regarding the net direct
CCA electric compliance costs currently reflected in customer rates for PSE’s 2023 through 2025
compliance obligation.
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the indirect costs of compliance (i.e., costs that result from PSE's consideration
of CCA allowance costs in dispatch decisions, which reduce dispatch from
emitting resources and are realized as increases to other net power costs).® See
PSE's Response to WUTC Staff Data Request No. 140 (quantifying the avoided
emissions, avoided allowance costs, and indirect PCA power cost impacts for
2023 through 2025).

Table 2 below summarizes estimated PSE direct and indirect CCA compliance
costs, net of benefits from PSE's allocation of no-cost allowances from the
Department of Ecology ("Ecology"), from 2023 through 2029. Costs and benefits
are shown by the calendar year to which they are attributed (rather than when
they were or are expected to be reflected in customer rates). The no-cost
allowance benefit shown for 2026 includes the value of surplus allowances that
were applied against PSE's net 2025 obligation.

Table 2. Estimated Actual Plus Forecast Net
Impact of CCA on Electric Revenue Requirement
2023 through 2029
($ in millions)

No-Cost Net
Direct Indirect Allowance CCA Cost
Cost Cost Benefit Impact
2023 $446 $3 ($422) $27
2024 $439 $22 ($430) $31
2025 $520 $58 ($400) $178
2026 $251 $81 ($317) $14
2027 $221 $77 ($221) $77
2028 $197 $82 ($197) $82
2029 $197 $88 ($197) $88

Important Note Regarding 2027-2029: PSE has not yet received an allocation
of no-cost allowances for 2027 through 2029. For purposes of this response,
PSE assumes the value of the no-cost allowance allocation will exactly offset its
estimated direct compliance costs in these years. This is an assumption, not a
forecast. Actual no-cost allowance allocations are determined annually by
Ecology based on a forecast approved by the Commission and may differ from
this assumption. Under the CCA, gas utility no-cost allowances decline

3

For details regarding estimated indirect CCA compliance costs, please see PSE’s annual Power Cost
Adjustment reports for calendar years 2023, 2024, and 2025 in Dockets UE-240288, UE-250318,
and UE-260337, respectively.
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approximately 7 percent annually from the 2023 baseline through 2030

(WAC 173-446-230); electric utility no-cost allowances are forecast-driven with
annual adjustments. If actual no-cost allowance allocations are less than
assumed, the net CCA cost impact for 2027 through 2029 would be
correspondingly higher than the amounts shown in Table 2.

Important Note Regarding Overlap with Table 1: The indirect CCA costs
shown in Table 2 (2023-2029) and the direct CCA costs shown in Table 2
(2026—-2029) are also included in the power cost figures presented in Table 1 for
the same years, as described in the response to subpart a above. The no-cost
allowance benefits shown in Table 2 are not included in Table 1; they are
returned to customers through a separate rate schedule (Schedule 111-E).
Accordingly, Tables 1 and 2 should not be summed to determine total customer
cost impact; instead, Table 2 presents the CCA-specific component of the power
costs shown in Table 1, along with the offsetting no-cost allowance benefit that is
provided separately.

PSE has not quantified other revenue requirement impacts that may be
attributable to CCA, specifically costs associated with program administration.

C. PSE evaluated and documented forecasted cost impacts of CETA compliance in
its 2021 Clean Energy Implementation Plan ("CEIP"), Chapter 5, "Costs".# The
2021 CEIP projected an average annual incremental cost of compliance of
approximately $80 million per year for the 2022—-2025 compliance period. These
projections were subsequently refined in the 2023 Biennial CEIP Update.

PSE is in the process of completing its first clean energy compliance report
pursuant to WAC 480-100-650, which will be filed with the Commission on or
before July 1, 2026. This report will include estimates of the actual incremental
costs attributable to CETA compliance during calendar years 2022 through 2025,
including a comparison of projected and actual incremental costs by cost
category (e.g., energy supply portfolio, energy efficiency, distributed energy
resource solar and storage).

PSE will provide an updated evaluation of CETA incremental costs with its
2027 Integrated System Plan, which will be filed on or before April 1, 2027.

PSE notes that CETA compliance costs are not isolated in a single line item
within the revenue requirement proposed in this proceeding. CETA-driven costs
are embedded across multiple cost categories, including:

4 Available at https://irp.cdn-website.com/dcOdca78/iles/uploaded/2022 0201 Chapter5.pdf.
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(i) resource acquisition capital expenditures for CETA-eligible
renewable and non-emitting resources (reflected in rate
base);

(i) purchased power agreement costs for CETA-eligible
resources;

(iii)  distributed energy resource solar and storage program
costs;

(iv)  energy efficiency program costs (conservation rider); and

(v)  the cost of renewable energy credits and alternative
compliance mechanisms

See, e.g., Prefiled Direct Testimony of Brennan D. Mueller, Exh. BDM-1T,
at page 50, line 6, through page 52, line 22 (describing the relationship
between CCA and CETA compliance costs in the power cost forecast). To
the extent CETA-driven resource acquisitions also reduce PSE's CCA
compliance obligations (e.g., by displacing emitting generation), the CETA
and CCA cost impacts overlap and cannot be fully separated.
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