BEFORE THE WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION

Dockets UE-260005 & UG-260006
Puget Sound Energy
2026 General Rate Case

PUBLIC COUNSEL DATA REQUEST NO. 031:

Re: PCAM. Quantifiable incentives. Piliaris, Exh. JAP-8 at 20.

a. What does PSE mean by “quantifiable incentives”?
b. Why is it important to prove that the PCAM Bands provide “quantifiable
incentives?

Response:

a.

As used in Mr. Piliaris' testimony, "quantifiable incentives" refers to the ability to
demonstrate, with actual evidence and measurable data, that the power cost
adjustment mechanism (“PCAM”) bands produce a concrete, identifiable effect
on the power cost control behavior of Puget Sound Energy (“PSE”) that would
not otherwise occur in the absence of the bands. A quantifiable incentive, in this
context, is one where it is possible to isolate and measure the difference between
what PSE actually spent on power costs and what it would have spent absent the
financial pressure created by the sharing bands (i.e., to establish a credible
counterfactual).

The concept has two related components. The first is behavioral: does the
existence of the PCAM Bands cause PSE to make materially different
operational decisions in dispatch, hedging, procurement, or resource
management than it would make under a dollar-for-dollar cost recovery
mechanism? The second is financial: can those behavioral differences be
translated into a quantified dollar value of cost savings that are directly
attributable to the incentive effect of the bands, rather than to prudent utility
management that would occur regardless of the mechanism?

PSE's use of the term "quantifiable" is deliberate and carries significant
evidentiary weight. It is not sufficient, in PSE's view, to assert in general terms
that the PCAM bands provide an incentive to control costs, a claim that is
intuitive and easy to make. What is required, consistent with the Commission's
own policy guidance on performance incentive mechanisms issued in Docket U-
210590, is a demonstration that the incentive effect is real, measurable, and
produces outcomes that are substantially within PSE's control. Without
quantification, the claimed incentive value of the PCAM bands is speculative and
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cannot be weighed against the demonstrable costs the bands impose on PSE
and, ultimately, on customers.

b. It is important to prove that the PCAM bands provide "quantifiable incentives" for
several interconnected reasons, each of which goes to the foundational
justification for the PCAM bands and the Commission's authority to require their
continuation.

First, the Commission's own policy framework requires it. On January 26, 2026,
the Commission issued its Policy Statement in Docket U-210590 establishing the
principles that should govern performance incentive mechanisms. That guidance
requires, among other things, that incentive mechanisms be tied to measurable
outcomes within the utility's control, support performance outcomes that deliver
demonstrable value to customers, and promote a fair balance between utility
financial incentives and tangible customer and societal benefits. Each of these
criteria presupposes the ability to quantify what the mechanism is actually
accomplishing. A mechanism that cannot be shown to produce quantifiable
incentive effects cannot satisfy these criteria and therefore cannot be squared
with the Commission's own stated policy.

Second, quantification is necessary to evaluate whether the PCAM bands are
worth their cost. The PCAM bands impose a real and documented financial
burden on PSE. Over the past several years, PSE has been unable to recover
hundreds of millions of dollars in prudently incurred power costs as a direct result
of the sharing mechanism. That is a concrete, measurable cost. For the PCAM
bands to be justified as a matter of public interest, there must be a corresponding
benefit that can be measured and compared against the cost. If the incentive
value of the PCAM bands cannot be quantified (i.e., if no party can demonstrate
how much cost savings the PCAM bands have produced, or whether they have
produced any cost savings at all), then the Commission is being asked to impose
a known, significant financial burden on PSE in exchange for a hypothesized
benefit that has never been verified. That is not a sound basis for regulatory

policy.

Third, quantification is essential to the fairness and integrity of the PCAM itself.
As Mr. Piliaris explains in detail, the PCAM bands measure PSE's performance
against a forecasted power cost baseline rather than against actual operating
conditions. That baseline is frequently stale and inaccurate, meaning PSE can be
penalized even when it performs flawlessly, or rewarded even when its decisions
were suboptimal, simply because factors beyond its control moved in one
direction or another. In that environment, the claim that the PCAM bands provide
meaningful incentives to control costs is particularly difficult to sustain without
quantification, because the financial outcomes under the PCAM are substantially
driven by factors unrelated to PSE's behavior.
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Fourth, and relatedly, if the incentive effect of the PCAM bands cannot be
quantified, the principal remaining justification for the PCAM bands shifts to risk-
sharing rather than cost control. As Mr. Piliaris points out in his testimony, the
risk-sharing rationale is unsupported by an adequate evidentiary record.
Specifically, there is no record establishing that PSE is compensated through its
authorized return on equity for the uncontrollable power cost risk it is required to
absorb. The absence of quantifiable incentives, therefore, does not merely
weaken one of two justifications for the PCAM bands; it forces the entire analysis
onto the risk-sharing rationale, which is equally deficient.

Finally, an inability to quantify the incentive value of the PCAM bands would be
informative. No party has been able to quantify the demonstrable value to
customers of the PCAM bands, the measurable outcomes within PSE's control
attributable to the PCAM bands, or the cost savings resulting from the PCAM
bands' existence. That collective failure reflects the fundamental evidentiary
problem at the heart of the PCAM bands' existence. The Commission should not
require PSE to continue bearing hundreds of millions of dollars in unrecovered
power costs to preserve a mechanism whose benefits have never been
quantified and appear to not be quantifiable.
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