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PUGET SOUND ENERGY 1 

PREFILED DIRECT TESTIMONY (CONFIDENTIAL) OF 2 
PHILIP A. HAINES 3 

I. INTRODUCTION4 

Q. Please state your name, business address, and position with Puget Sound5 

Energy.6 

A. My name is Philip A. Haines, and my business address is 355 110th Avenue NE,7 

Bellevue, Washington 98004. I am the Director of Energy Supply for Puget8 

Sound Energy (“PSE”).9 

Q. Have you prepared an exhibit describing your education, relevant10 

employment experience, and other professional qualifications?11 

A. Yes, I have. Please see the first exhibit to the Prefiled Direct Testimony of Philip12 

A. Haines, Exh. PAH-2, for my professional qualifications.13 

Q. What are your duties as Director of Energy Supply Merchant for PSE?14 

A. As Director of Energy Supply Merchant my responsibilities include the following:15 

(i) managing the dispatch and utilization of PSE’s electric generation assets,16 
energy supply contracts, merchant transmission, and associated17 
environmental attributes or compliance instruments;18 

(ii) directing PSE’s power and gas trading operations and commodity hedging19 
program functions;20 

(iii) managing work groups that address resource adequacy, regional market21 
design, merchant transmission optimization, and the integration of new22 
generation assets.23 
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Q. What topics are you covering in your testimony?1 

A. My prefiled testimony addresses the following topics relevant to PSE’s power2 

supply operations in this proceeding:3 

(i) an overview of PSE’s governance structure within which the Energy4 
Supply Merchant (“ESM”) function operates, as well as PSE’s power5 
supply portfolio and how it is managed;6 

(ii) a discussion on how ESM is adapting its portfolio to changing market7 
conditions while implementing statewide decarbonization policy8 
requirements, and9 

(iii) a description of PSE’s acquisition of new power supply resources and10 
transmission contract renewals, with a request for the Commission to11 
determine that costs of these new resources are prudent.12 

II. PSE’S MANAGEMENT OF ITS POWER PORTFOLIO AND FUEL13 
SUPPLY 14 

A. Power Supply Costs Overview15 

Q. What governance structure guides PSE’s power cost management activities16 

and wholesale market transactions?17 

A. PSE’s ESM department is responsible for the development and implementation of18 

portfolio management strategies and power and gas sector wholesale market19 

transactions. A team comprised of energy market analysts, energy traders, and20 

other professionals carry out the ESM departmental objectives.21 

Independently monitored, measured, and quantified, PSE’s official risk position 22 

reporting and credit analyses are performed and housed within PSE’s Energy Risk 23 
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Control (“ERC”) department. The ERC is led by the Director of Enterprise Risk 1 

Management.  2 

Composed of five PSE officers, the Energy Management Committee (“EMC”) 3 

oversees the activities performed by both the ESM and ERC departments. The 4 

EMC is responsible for authorizing long-term resource contracts and acquisitions 5 

and also assesses and provides direction on all portfolio risk matters. On a regular 6 

basis, the EMC meets to review position reports, set risk exposure limits, assess 7 

proposed risk management strategies, approve procedures executed by PSE staff, 8 

and steward strategic and policy-level objectives. Governing documents include 9 

PSE’s Energy Risk Policy (“Policy”) and Energy Supply Transaction & Hedging 10 

Procedures Manual (“Procedures”). PSE’s Policy and Procedures delineate the 11 

policies that govern PSE’s energy portfolio management practices and define 12 

roles and responsibilities of various departments. PSE’s Board of Directors 13 

provides executive level oversight of portfolio risk and other matters through its 14 

Audit Committee. The current Policy and Procedures are provided as Exh. PAH-3 15 

and Exh. PAH-4C, respectively. 16 
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B. Portfolio Hedging and Power Cost Management1 

Q. What strategies does ESM employ to manage its power supply portfolio and2 

power costs?3 

A. PSE’s ESM department uses a combination of least cost dispatch, capacity4 

optimization, and portfolio hedging to manage power supply costs while meeting5 

reliability requirements and policy objectives, including statewide6 

decarbonization requirements under Washington State’s Clean Energy7 

Transformation Action (“CETA”) and Climate Commitment Act (“CCA”).8 

Q. What is least-cost dispatch?9 

A. Each day, PSE’s ESM department plans for sufficient electric supply to meet10 

forecasted day-ahead demand for electricity using the least cost, CETA-compliant11 

resources available—subject to reserve requirements and various transmission or12 

generation constraints. This strategy seeks to minimize portfolio costs while13 

maintaining system reliability and compliance with legal, policy, and regulatory14 

obligations.15 

Q. Please explain optimization.16 

A. The variable nature of PSE’s load and resources, including short-term market17 

purchases, coupled with the need to plan for peak demand means available18 

resource capacity is often in excess of that required to serve retail demand at a19 

particular point in time. The ESM department seeks to maximize the value of20 

PSE’s electric portfolio assets by selling transmission, generation, and natural gas21 
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authorized traders execute transactions to manage exposure within monthly and 1 

annual limits established by the EMC. 2 

Q. How is electric portfolio exposure measured?3 

A. Exposure is calculated discretely for on-peak power, off-peak power, and gas-for-4 

power positions. EMC-approved exposure limits apply to the aggregated net spot5 

market exposure of all three positions. Spot market exposure is measured by6 

multiplying the net open position, in megawatt hours (“MWh”), or million British7 

Thermal Units (“MMBtu”), by a forward power or gas market price, respectively.8 

It represents the net dollar amount that PSE has not hedged during a specific9 

period, given forecasted load and generation volumes, and simulated market10 

prices. PSE performs this calculation through a series of simulations comprised of11 

forward power and gas prices to generate a probabilistic measurement of portfolio12 

exposure.13 

Q. How does PSE use the electric portfolio exposure limits to help make hedging14 

decisions?15 

A. Once PSE’s aggregated energy position and net exposure are defined for a16 

particular period, the ESM department executes fixed-price transactions for the17 

purchase or sale of gas or power to stay within EMC-determined exposure limits.18 

Execution entails entering into specific transactions with approved counterparties19 

that are subject to credit limits. These transactions are executed under approved20 

master agreements.21 
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Q. Has PSE changed risk policy and management framework for hedging1 

practices?2 

A. Not recently, but PSE is currently in the process of reviewing and updating its risk3 

policy and management framework for hedging practices to align with evolving4 

wholesale market conditions.5 

Q. Does the ESM department rely only on net exposure to implement the hedge6 

programs?7 

A. No. The ESM department also analyzes market prices and fundamentals that8 

impact the wholesale electric and gas markets. The ESM department has limited9 

discretion regarding when hedging transactions are required but does determine10 

with whom to execute transactions to manage net exposure (among counterparties11 

approved by the ERC department and subject to counterparty credit limits).12 

Q. What information does the ESM department rely on to inform portfolio13 

management decisions?14 

A. In addition to the net energy position and power portfolio exposure, the ESM15 

department utilizes a wide set of tools and sources of data to make informed16 

decisions concerning plant dispatch, fuel purchases, and execution of hedges17 

within EMC-approved limits. The ESM department collects and analyzes regional18 

supply and demand data (weather trends, hydro generation conditions, etc.).19 

Additionally, ESM reviews forecasted wholesale market prices and industry20 

publications. ESM receives real-time data from sources including the21 
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Intercontinental Exchange (“ICE”) Data Analytics, live ICE price data, and 1 

brokers.  2 

The ESM department reviews operational events, discusses market trends, and 3 

reviews supply and demand information. The data is used to ascertain portfolio 4 

risks and identify hedging priorities. The ESM department may also use such 5 

information to support proposals made to the EMC, which may recommend 6 

modifying PSE’s hedging strategies, and/or engaging in transaction types outside 7 

the scope of standard instruments. 8 

III. PSE’S PORTFOLIO CHANGES AND EXPANSION OF REGIONAL9 
MARKET COORDINATION  10 

A. Overview of changing regional power market conditions and how PSE is11 
addressing them 12 

Q. What changes to market conditions are motivating changes to PSE’s energy13 

supply strategy?14 

A. Regional efforts to mitigate the effects of climate change and meet15 

decarbonization policy objectives have fueled significant power supplier16 

investment in renewable and non-emitting resources. As discussed in the Prefiled17 

Direct Testimony of Ronald J. Roberts, Exh. RJR-1T, investment into and18 

accelerated deployment of variable, non-dispatchable resources like wind and19 

solar, combined with retirements of traditional baseload generation resources,20 

have contributed to a tightening of available supply relative to demand in western21 

wholesale electric markets and a subsequent increase in price volatility and22 
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system constraints.  These changing market dynamics have necessitated changes 1 

in PSE’s resource adequacy planning and how it meets near-term electric capacity 2 

needs. They have also prompted regional efforts to coordinate resource adequacy 3 

and led to proposals for organized electric market structures. Policies including 4 

CETA and the CCA Cap and Invest program are driving the need for further 5 

changes in PSE’s energy supply operations 6 

Q. How is PSE’s energy supply function addressing near-term resource7 

adequacy requirements?8 

PSE’s ESM department is tasked with filling the projected near- and intermediate-9 

term, summer and winter peak capacity deficits identified in PSE’s long-term10 

resource planning processes. In addition to filling these identified capacity11 

deficits, PSE’s ESM department must also acquire power supply to fill open12 

transmission capacity that is included as a resource in the long-term planning13 

projections. As described in the Prefiled Direct Testimony of Ronald J. Roberts,14 

Exh. RJR-1T, it is PSE’s near- and intermediate-term projected capacity deficits15 

plus the amount of open transmission that informs PSE’s resource need to reliably16 

serve PSE’s customers in the near and intermediate term.17 

Since the development and building of new resources are inherently long-term18 

planning activities, PSE’s ESM must fill the projected near-term resource19 

adequacy deficit by securing existing electric capacity via power purchase20 

agreements (“PPA”); the near- and intermediate-term resource need referenced21 

above directly informs how PSE’s energy supply function selects and/or bids on22 
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short and intermediate-term PPAs as further discussed in section IV of my 1 

testimony.  2 

Q. Is PSE acquiring short-term resources to meet near-term resource adequacy3 

needs and clean energy targets?4 

A. Yes. As discussed in the Prefiled Direct Testimony of Joshua J. Jacobs, Exh. JJJ-5 

1T, PSE’s Clean Energy Implementation Plan (“CEIP”)1 has identified an interim6 

CETA goal to serve 60 percent of retail load with renewable, non-emitting7 

resources by 2025. This interim 2025 CETA goal and the resource adequacy8 

needs discussed above are the basis for the pursuit and execution of a number of9 

short-term PPAs in 2023 that were introduced in PSE’s August 1, 2024 power10 

cost update filing2 that annotated changes to the variable portion of the baseline11 

rate which took effect on January 1, 2024.12 

Section IV of this prefiled direct testimony provides a discussion of these PPAs,13 

and requests that the Commission determine PSE’s decisions to enter them were14 

prudent. Please see the Prefiled Direct Testimony of Zacarias C. Yanez, Exh.15 

ZCY-1CT, for discussion of a long-term supply agreement with Chelan County16 

PUD, for which PSE is requesting a prudence determination from the17 

Commission in this proceeding.18 

1 Corrected 2023 Clean Energy Implementation Plan Biennial Update, Table 2.5: Comparison of 
annual goals based on forecasted load and generation, p. 2.2 (Nov. 20, 2023). 
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Q. How is the ESM shifting its market strategy to face challenges associated1 

with dynamic market conditions like price volatility and capacity2 

constraints?3 

A. As discussed in the Prefiled Direct Testimony of Ronald J. Roberts, Exh. RJR-1T,4 

PSE’s capacity deficit and resource adequacy (“RA”) risk to reliably serve5 

customer demand is a looming concern. In an effort to face the challenges of this6 

industrywide energy market transition, PSE is shifting away from its reliance on7 

short-term3 market purchases to meet dynamic demand and toward regional8 

coordination in organized market and resource adequacy programs.9 

Two frameworks PSE is actively participating in to reduce price volatility risk and10 

address capacity and transmission constraints include exploring participation in11 

organized day-ahead markets and participation in the Western Resource12 

Adequacy Program (“WRAP”). Joining a day-ahead market that serves entities in13 

the Western Interconnection along with PSE’s participation in the WRAP14 

provides parallel structures for PSE to provide reliable energy delivery to15 

customers while lowering price volatility risk and dependence on short-term16 

market transactions.17 

Moreover, the regional coordination required for both a day-ahead market and the18 

WRAP enable PSE to cost-effectively acquire resources and capacity necessary to19 

meet customer demand and achieve decarbonization policy objectives.20 

3 Short-term defined as less than 12-month term market purchases for unspecified resource products. 
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Q. Now that the CCA “Cap-and-Invest” program is operational, how is the1 

ESM managing CCA in its power portfolio?2 

A. The ESM is responsible for certain aspects of the cost-effective management of3 

the CCA “cap-and-invest” program, including the accounting of no-cost4 

allowances in resource dispatch, consistent with PSE’s current understanding of5 

Washington Department of Ecology’s no-cost emissions allocation process and6 

how PSE anticipates actually dispatching its resources for the rate years in this7 

proceeding. Please see the Prefiled Direct Testimony of Brennan D. Mueller, Exh.8 

BDM-1T, for a discussion on how PSE is forecasting and accounting for CCA in9 

dispatch.10 

Q. Why do market and policy implementation challenges emphasize the need to11 

formalize an Annual Power Cost Update compliance filing?12 

A. The complexities of changing market fundamentals involve issues I have laid out13 

above regarding resource needs, market challenges, and implementation of new14 

statewide decarbonization policies. All these factors contribute to the diminished15 

reliability in multi-year supply power cost forecasts, which is tied to a sharp16 

increase in power cost under-recoveries.17 

Formal continuation of the Annual Power Cost Update filing allows for proper18 

alignment of resource costs and customer rates. The Commission’s approval of a19 

formal annual power cost update is essential in aligning recovery of costs with20 
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PSE’s ability to satisfy statewide clean energy targets and provide safe, reliable 1 

energy supply to meet customer demand.   2 

Please see the Prefiled Direct Testimony of Brennan D. Mueller, Exh. BDM-1T, 3 

for an in-depth discussion on the need to formalize an annual power cost update 4 

filing. 5 

B. Western Resource Adequacy Program6 

Q. What is the Western Resource Adequacy Program?7 

A. The Western Resource Adequacy Program (“WRAP”)4 is a voluntary program8 

that offers common resource adequacy planning and benchmarking standards for9 

entities throughout the Western Interconnection. Designed by the Western Power10 

Pool (“WPP”), formerly the Northwest Power Pool (“NWPP”), and operated by11 

the Southwest Power Pool (“SPP”), the WRAP was designed to enhance market12 

transparency, facilitate capacity sharing, and provide regional reliability through13 

increased coordination and compliance across regional entities (participants) in14 

the West. A fundamental aspect of the program is a requirement for participants to15 

demonstrate resource adequacy through a Forward Showing (“FS”) of projected16 

load and available capacity resources. Program participants lacking adequate17 

capacity, according to the program’s planning standard will be required to procure18 

4 Western Power Pool Western Resource Adequacy Program Tariff, Docket No. ER22-2762-000, 
(August 31, 2022) (“Tariff” or “WRAP Tariff”). 
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savings, qualitative benefits discussed above, along with WRAP’s robust 1 

governance structure, and the program’s flexibility to pause entry or even exit the 2 

program with two years’ notice, PSE determined that participation in WRAP is 3 

the lowest cost and least risky option for ensuring PSE can continue to reliably 4 

serve customer demand. 5 

Q. Did the EMC and PSE’s Board of Directors authorize PSE joining the6 

WRAP?7 

A. Yes. Please see Exh. PAH-6C for ESM’s presentation to the EMC for approval to8 

join the WRAP from which approval was authorized on September 22, 2022.9 

Please see Exh. PAH-7C for ESM’s presentation to PSE’s Board of Directors,10 

from which approval was authorized on November 3, 2022.11 

Q. Is the WRAP an organized market?12 

A. No; the WRAP is a voluntary resource adequacy planning framework that is13 

designed to leverage existing bilateral market structures, current transmission14 

framework, and the West’s unique regional diversity in resources to secure15 

resource adequacy for participants. Although the WRAP is a formalized resource16 

adequacy program, it is not a centralized capacity market and operates17 

independent of a FERC approved Regional Transmission Organization (“RTO”)18 

or Independent System Operator (“ISO”). In its Order5 approving the WRAP19 

5 Order Accepting Western Resource Adequacy Program (WRAP) Proposed Tariff, 182 F.E.R.C. ¶ 
61,063 at ¶ 50 (2023). 
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than they otherwise would be, such benefits will not be explicit in PSE’s power 1 

cost forecast for any particular year. But overall power costs over time will be 2 

lower than they otherwise would have been. 3 

C. Regional Market Design Exploration4 

Q. What is an organized day-ahead market?5 

A. A typical organized day-ahead market is structured as a centralized forward6 

market where participating entities engage in a formal bidding process to buy or7 

sell wholesale electricity 24 hours before the operating day. A key feature of a8 

day-ahead market is the central market operator’s function as a clearing house for9 

the financially binding transactions entered into by participating entities. Day-10 

ahead market processes are dictated by the unique market design of a given day-11 

ahead market, but in most cases, the central market operator also functions to12 

optimize market aspects like price and generation through the economic dispatch13 

and import and export transfers of energy between participating entities. In the14 

organized day-ahead markets currently being evaluated, each transmission15 

provider continues to perform transmission service functions and each balancing16 

authority retains its NERC balancing authority responsibilities. This is a key17 

distinction between an organized day-ahead market and a full independent-18 

system-operator or regional-transmission-organization structure.19 
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Q. Has PSE explored joining a day-ahead market?1 

A. Yes, PSE is currently vetting two emergent day-ahead markets in the West, one2 

proposed by the California Independent System Operator (“CAISO”) called the3 

Extended Day Ahead Market (“EDAM”)6 and the other proposed by the4 

Southwest Power Pool (“SPP”), called Markets+.75 

Q. Is PSE participating in EDAM or Markets+?6 

A. PSE is participating in market design and stakeholder engagement activities for7 

both EDAM and Markets+. PSE is still evaluating the costs and benefits of8 

participating in either of these markets but anticipates making a recommendation9 

to the EMC and PSE Board of Directors in the coming months.10 

Q. What is the timeline for PSE to enter a day-ahead market?11 

A. PSE is targeting participation in a day-ahead market at some point during 2026.12 

Both markets PSE is evaluating are expected to begin operation in early 2026.13 

PSE also expects other entities to transition to one of these markets during this14 

timeframe. Being an early entrant into a market would give PSE the advantage of15 

having more time to work directly with the market operator to understand market16 

mechanics, optimize PSE’s portfolio, and respond to changes in PSE’s generation17 

fleet as a result of participation. Additionally, delaying entry may expose PSE18 

6 California Independent System Operator Corporation Day-Ahead Market Enhancements and  
Extended Day-Ahead Market Tariff Filing, FERC Docket No. ER23-2686 (“DAME/EDAM  
Filing”) (Aug. 22, 2023). 
7 Materials related to the Markets+ proposal are available on the SPP website at 
https://www.spp.org/western-services/marketsplus/. 
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customers to the risk of a loss of bilateral market liquidity as participants in the 1 

region join a day-ahead market and commit more of their supply to these markets. 2 

A day-ahead market will also help PSE achieve Washington’s clean energy 3 

mandates and PSE’s goals in a more efficient and cost-wise manner for its 4 

customers. A large benefit of a day-ahead market is the ability to efficiently share 5 

resources among a more geographically and resource-diverse set of participants, 6 

which may result in reduced emissions and reduced renewable curtailments. 7 

Excess renewable production in one balancing authority in the day-head market 8 

can be distributed to other market participants instead of being curtailed. 9 

IV. NEW POWER RESOURCES AND TRANSMISSION CONTRACTS10 

A. New Resources11 

1. Overview of New Resources12 

Q. Why is PSE’s ESM department acquiring new resources?13 

A. As discussed in the Prefiled Direct Testimony of Joshua J. Jacobs, Exh. JJJ-IT and14 

the Prefiled Direct Testimony of Ronald J. Roberts, Exh. RJR-IT, PSE faces both15 

capacity and CETA needs, and PSE’s Merchant function has executed short and16 

intermediate-term purchases to supplement PSE’s long-term acquisition strategy.17 

As described below, and in the associated exhibits, these existing resource18 

acquisitions will help PSE bridge its resource adequacy and CETA needs while19 

new long-term resources can be built or acquired.20 
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Q. Did PSE’s Energy Management Committee approve the HF Sinclair PSR1 

Cogen Agreement?2 

A. Yes. PSE’s EMC approved the HF Sinclair PSR Cogen Agreement on February3 

24, 2023. Please see page seven of Exh. PAH-8C for the presentation to the EMC4 

for the HF Sinclair Agreement. See Exh. PAH-10C for internal memoranda5 

supporting the decision to enter into the HF Sinclair PSR Cogen Agreement and6 

see Exh. PAH-11C for a copy of the HF Sinclair PSR Cogen Agreement itself.7 

Q. Was the decision to enter into the PSR Cogen Agreement prudent?8 

A. Yes. PSE developed a price using a methodology consistent with its methodology9 

for evaluating similar resource opportunities.12 As part of this methodology PSE10 

compared the resource to alternatives using the best available market information.11 

The contemporaneous documentation provided in this testimony and exhibits12 

demonstrates that PSE met the Commission’s prudency standard. The PSR Cogen13 

Agreement will provided an additional baseload resource and the associated14 

energy and capacity benefits. Additionally, as a PURPA qualifying combined heat15 

and power cogeneration facility, the energy output of the project will contribute to16 

PSE meeting its interim CETA energy targets.17 

3. Chelan Slice 38 Agreement18 

(i) Background and Key Terms of the Chelan Slice 3819 
Agreement.20 

12 See Dockets UE-220066, et al. See also Exh. ZCY-1CT in that consolidated proceeding.   
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(i) Background and Key Terms of PSE’s RFP Short-term1 
Capacity Agreements2 

Q. Was PSE’s decision to enter into PSE’s RFP Short-term Capacity3 

Agreements prudent?4 

A. Yes. As described in the Prefiled Direct Testimony of Joshua J. Jacobs, Exh. JJJ-5 

1T, PSE has a clear, documented need for capacity and clean energy resources to6 

meet CETA interim targets. PSE also performed the competitive market analyses,7 

decision-making, and documentation processes expected by the Commission.8 

Q. How did PSE come to acquire the Short-term Capacity Agreements?9 

A. In August 2023 PSE’s Energy Supply function identified capacity and renewable10 

energy needs and received authorization to issue a voluntary short-term RFP11 

which sought bids for firm energy and/or capacity to meet the needs in 2024 and12 

2025. Due to the need for capacity on a short-term basis, PSE anticipated that13 

respondents to the solicitation would be large, sophisticated organizations with14 

significant resource portfolios and existing transmission arrangements in the15 

region to meet PSE’s needs. PSE requested that respondents either be an existing16 

party to the WSPP Agreement15 or prepared to become a party to the WSPP17 

Agreement. The RFP identified PSE’s potential interest in the fixed-price, firm18 

energy, and capacity products under the WSPP Agreement with a preference for19 

products that would also meet PSE’s CETA need.20 

15 WSPP Inc., WSPP Agreement, First Revised Rate Schedule FERC No. 6. 
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PSE planned to rank offers submitted to the solicitation based on cost and ability 1 

to meet PSE’s capacity and CETA energy needs. PSE also expressed a preference 2 

to offers that demonstrated clear equity benefits relative to otherwise similarly 3 

priced offers. The RFP expressly requested that respondents identify all equity 4 

benefits. Please see Exh. PAH-13 for a copy of the RFP. 5 

Q. Please summarize the schedule of PSE’s RFP.6 

A. The 2024-2025 “Short-Term Firm Energy and Capacity” RFP has identified the7 

following schedule for the solicitation:8 

 August 15, 2023: Petition for Exemption of WAC 480-107-021(1);9 

 August 25, 2023: Interested parties submit a notice of intent to10 
participate16  by 5:00 pm (PDT);11 

 August 26, 2023, through September 6, 2023: PSE conducts preliminary12 
credit review for parties that have submitted a notice of intent to13 
participate;14 

 September 6, 2023: Firm offers due by 12:00 pm (PDT);15 

 September 11, 2023: PSE notifies selected respondents of an intent to16 
accept the firm offer, and17 

 September 13, 2023: PSE and selected respondents execute confirmations18 
pursuant to the WSPP Agreement.19 

16 Failure of an interested entity to provide a notice of intent to participate will not disqualify that entity 
from consideration but will create delays in the execution of a confirmation because PSE will required 
additional time to conduct the credit review that normally would have occurred in the period after notices 
of intent to participate are due and before final firm offers are due. 
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Q. Did PSE decide to contract with any counterparties after reviewing their1 

respective voluntary short-term RFP offers?2 

A. Yes. PSE’s CETA and capacity needs justify executing short-term capacity3 

agreements as a result of PSE’s voluntary short-term RFP. Please see Exh. PAH-4 

14 for the 2024-2025 Short-term Capacity Firm Energy RFP: Proposal Summary,5 

originally filed with the Commission on September 15, 2023.176 

ii. Need for Short-term Capacity Agreements7 

Q. Please describe the need for the Short-term Capacity Agreements.8 

A. PSE identified a need for capacity resources as well as a need for resources to9 

make progress towards PSE’s interim CETA targets. Exh. PAH-10C at page 710 

where Table 1 shows PSE’s monthly capacity needs between October 2024 and11 

December 2025. As shown in the table, PSE’s faces a capacity need in 13 of the12 

15 months in the table.13 

In addition to a capacity need, PSE’s filed Clean Energy Implementation Plan 14 

(“CEIP”) set a 2025 interim goal of 63 percent18of retail load to be served by 15 

CETA resources. Please see Exh. PAH-10C at page 8 under Table 2 showing an 16 

estimated 1,410 GWh need for CETA resources in 2025. 17 

17 Docket UE-230664. 
18 Note that the 63 percent interim goal was the most current interim goal at the time of resource 

acquisition, but that goal has since been updated in PSE’s biennial CEIP update, November 2023 in Docket 
UE-210795. That update revises the 2025 interim goal to 60 percent. 
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Q. Did PSE’s Energy Management Committee approve the Colville Slice1 

Agreement Extension?2 

A. Yes. PSE’s EMC approved the Colville Slice Agreement Extension on November3 

10, 2023. Please see page 64 of Exh. PAH-8C for the EMC presentation. See Exh.4 

10C for internal memoranda supporting the decision to enter into the extension5 

and see Exh. PAH-16C for the Colville Slice Agreement Extension itself.6 

Q. Was the decision to enter into the Colville Slice Agreement Extension7 

prudent?8 

A. Yes. PSE developed a price using a methodology consistent with that used to9 

evaluate similar market acquisitions.21 As part of this methodology, PSE10 

compares the resource using the best available information from market11 

alternatives. The contemporaneous documentation provided in this testimony and12 

exhibits demonstrate that PSE met the Commission’s prudency standard. The13 

Colville Slice Agreement Extension will provide an additional resource that14 

provides both CETA energy and capacity benefits.15 

B. New Transmission Contracts and Transmission Contract Renewals16 

Q. Please provide an overview of PSE’s transmission contracts.17 

A. PSE uses transmission to wheel power from both its owned and contracted18 

resources to PSE’s system to serve load. In addition to relying on its own19 

21 See Docket UE-220066 et al., and Exh. ZCY-1CT in that consolidated docket. 
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transmission, PSE relies extensively on transmission contracts with Bonneville 1 

Power Administration (“BPA”) to transmit generated or purchased power to 2 

PSE’s system. A substantial percentage of this BPA transmission is used for 3 

wheeling short-term market purchases from the Mid-C trading hub. Transmission 4 

contracts are a vital component of PSE’s electric portfolio and are essential to 5 

supplying capacity and energy. 6 

Q. Has PSE entered into new transmission contracts or renewed existing7 

contracts since the Commission approved contracts that were presented in8 

PSE’s 2022 General Rate Case?9 

A. Yes. PSE both entered new transmission contracts and renewed several existing10 

transmission contracts that will be in effect during the 2025-2026 rate period in11 

this proceeding. Transmission contracts are typically executed for a five-year12 

term, and PSE reserves renewal rights in these agreements. It is routine for PSE to13 

renew these contracts on an ongoing basis:14 

 Renewal of 23 BPA transmission contracts, including a 516 MW renewal15 
to take delivery from the Mid-C hub, 2,315 MW to take delivery of16 
existing generation resources,22 and 34 MW to deliver energy to existing17 
load points. These total 2,865 MW in transmission contract renewals18 
within the 2025-2026 rate period in this proceeding.19 

 Acquisition of one new BPA transmission contract totaling 40 MW to take20 
delivery of an existing generation resource.21 

22 WUTC v. Puget Sound Energy, Inc., UE-111048 and UG-111049, Order 08 (May 7, 2012). 
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Q. Has PSE prepared a summary of transmission renewals and additions1 

including in this filing?2 

A. Yes. Table 5 below shows new and renewed BPA transmission contracts that will3 

be in effect during the calendar 2025 and 2026 rate period in this proceeding.4 

Table 5 New and Renewed Transmission Contracts 5 

Type Seller Reference 
Assigned 

Reference No. 
Start Date End Date 

MW 
Capacity 

New  BPA  Clearwater  93091387  6/1/2022  6/1/2027  40 
Renew  BPA  Colstrip  100152553  8/1/2024  8/1/2029  300 
Renew  BPA  Clymer  100152575  8/1/2024  8/1/2029  4 
Renew  BPA  Colstrip  100152826  8/1/2024  8/1/2029  100 
Renew  BPA  Colstrip  100152797  8/1/2024  8/1/2029  263 
Renew  BPA  Eastern Intertie  99966712  10/1/2027  10/1/2037  680 
Renew  BPA  Goldendale  94955584  11/1/2022  11/1/2027  20 
Renew  BPA  Goldendale  97897433  1/1/2024  1/1/2029  250 
Renew  BPA  Goldendale  99053613  3/1/2024  3/1/2029  6 
Renew  BPA  Goldendale  99053606  3/1/2024  3/1/2029  21 
Renew  BPA  Hopkins Ridge  92494962  1/1/2027  1/1/2032  21 
Renew  BPA  Hopkins Ridge  90011132  1/1/2027  3/1/2029  54 
Renew  BPA  Klahanie  97748521  9/1/2023  9/1/2028  30 
Renew  BPA  Mid‐C (Midway)  97897269  10/1/2023  10/1/2028  115 
Renew  BPA  Mid‐C (Midway)  99053620  3/1/2024  3/1/2029  35 
Renew  BPA  Mid‐C (Vantage)  97897319  11/1/2023  11/1/2028  50 
Renew  BPA  Mid‐C (Wells)  97748494  9/1/2023  9/1/2028  128 
Renew  BPA  Mid‐C (Wells)  97748356  9/1/2023  9/1/2028  69 
Renew  BPA  Mid‐C (Wells)  97748461  9/1/2023  9/1/2028  69 
Renew  BPA  Mid‐C (Wells)  97897399  11/1/2023  11/1/2028  50 
Renew  BPA  PG&E Exchange (N>S)  100152927  8/1/2024  8/1/2029  300 
Renew  BPA  PG&E Exchange (S>N)  100152959  8/1/2024  8/1/2029  50 
Renew  BPA  PG&E Exchange (S>N)  100152934  8/1/2024  8/1/2029  100 
Renew  BPA  PG&E Exchange (S>N)  100152968  8/1/2024  8/1/2029  150 
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1. 516 MW Mid-C BPA Transmission Renewals1 

Q. What alternatives does PSE consider in renewing the Mid-C transmission2 

contracts?3 

A. As Mid-C contracts become eligible for renewal, PSE considers two primary4 

alternatives: (1) renew BPA’s Mid-C transmission, or (2) decline PSE’s right of5 

first refusal and forego renewal.6 

Q. What are the factors that PSE considers when evaluating the risks and7 

benefits of each option?8 

A. PSE considers several factors when evaluating the benefits and risks of the two9 

options, including:10 

 The on-going need for Mid-C transmission to serve load, meet resource11 
adequacy through long-term PPAs and market purchases, and support Western12 
Resource Adequacy Program (WRAP) requirements when paired with13 
qualifying capacity contracts,14 

 PSE’s longer-term need for regional transmission to meet CETA and/or future15 
resource adequacy requirements,16 

 Value of Mid-C transmission within a larger portfolio of BPA transmission,17 
and18 

 Availability of future transmission from BPA if we forego renewal.19 

Q. How does Mid-C transmission support PSE serving load and meeting20 

resource adequacy requirements?21 

A. PSE will continue to categorize a portion of its Mid-C transmission as capacity to22 

make market purchases for meeting peak load. The 2023 Electric Progress Report23 
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includes a stepped transition towards less market reliance at Mid-C by adding 1 

replacement capacity resources through 2028. In addition, the Mid-C transmission 2 

can be paired with qualifying capacity contracts to meet peak capacity 3 

requirements in the WRAP. 4 

Q. What are alternative long-term uses of the Mid-C transmission if it is no5 

longer used for market purchases to meet capacity?6 

A. PSE will need to secure several thousand MWs of new regional transmission to7 

deliver off-system renewable resources to PSE’s system to meet CETA 2030 and8 

2045 requirements, and PSE’s Mid-C transmission portfolio can be repurposed to9 

deliver energy from new renewable resources. For example, PSE’s Mid-C rights10 

could be used to deliver new renewable resources interconnecting on the Mid-C11 

transmission system or to deliver energy from new renewables that deliver their12 

power to Mid-C. In addition, PSE could redirect a portion of the Mid-C13 

transmission to nearby locations on BPA’s system for delivery of new14 

renewables.15 

Q. What other value does Mid-C transmission have in PSE’s larger BPA16 

portfolio?17 

A. PSE can take delivery of power from third parties with qualifying capacity18 

resources to meet WRAP, resell unused transmission to third parties, redirect19 

unsold or unscheduled transmission into the Western Energy Imbalance Market,20 
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or redirect unused transmission to other points on BPA’s transmission for bilateral 1 

purchases or sales. 2 

Q. If PSE foregoes renewal, what is the likelihood of securing future Mid-C3 

transmission capacity with BPA?4 

A. It is very unlikely that PSE could secure new Mid-C transmission for at least a5 

decade. Analysis of BPA’s long-term pending transmission request queue6 

confirms a lack of future capacity on their system across the Cascades to PSE’s7 

load. For example, in August 2023, BPA’s long-term pending queued8 

transmission requests for 2030 exceeded available transmission capacity by 50009 

MW across the Cross Cascades flowgate.10 

If PSE does not renew these transmission contracts, it is unlikely that the capacity11 

could be replaced in the foreseeable future after the contracts expire due to BPA12 

system constraints. PSE manages the risk of losing necessary transmission13 

capacity by renewing contracts before their renewal deadlines.14 

Q. When does PSE evaluate Mid-C transmission renewals?15 

A. PSE evaluates Mid-C transmission renewals one year and two months prior to16 

their expiration date. Renewing a transmission contract one year prior to17 

expiration enables PSE to execute right of first refusal. The additional two months18 

are required for PSE’s internal review process, including presentation to and19 

approval by the EMC. PSE renews each of these contracts for the minimum term20 
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of five years to retain renewal rights and allow flexibility to reevaluate 1 

transmission needs in the future. 2 

Q. Please describe the 516 MW of firm Mid-C transmission contracts with BPA.3 

A. PSE’s existing Mid-C transmission contracts for 516 MW originating at the4 

Midway (150 MW), Vantage (50 MW), and Sickler (316 MW) substations were5 

set to expire between the third quarter of 2023 and first quarter of 2024. The6 

contracts may be applied to contribute to PSE’s forecasted transmission needs7 

identified in the IRP for CETA, as well as PSE’s forecasted need for resource8 

adequacy. In addition to enabling Mid-C market connectivity, PSE may repurpose9 

Mid-C transmission to take delivery of new generation resources connecting to10 

Mid-C.11 

Q. Did PSE’s EMC approve the 516 MW of firm Mid-C transmission contracts?12 

A. Yes; the EMC approved renewals of the 516 MW Mid-C transmission contracts.13 

See Exh. PAH-17 for information presented to the EMC supporting these contract14 

renewals.15 

2. 2,315 MW Existing Generation BPA Transmission Renewals16 

Q. Please describe the 297 MW of Goldendale transmission contracts with BPA.17 

A. PSE’s existing Goldendale transmission contracts for 297 MW originating at the18 

Harvalum substation were set to expire between the fourth quarter of 2022 and19 

first quarter of 2024. These contracts are used to secure the continued delivery of20 

energy from the existing Goldendale generating facility.21 
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Q. Please describe the 75 MW of Hopkins Ridge transmission contracts with1 

BPA.2 

A. PSE’s existing Hopkins Ridge transmission contracts for 75 MW originating at3 

the Tucannon River substation were set to expire in the first quarter of 2024. After4 

PSE’s renewal request, BPA initially awarded transmission contracts for 75 MW5 

of partial service through 2026. For the continuation of service, BPA later6 

awarded a 21 MW conditional firm reassessment transmission contract set to7 

expire in the first quarter of 2032, as well as the remaining 54 MW transmission8 

contract set to expire in the first quarter of 2029. These contracts have full9 

rollover renewal rights and are used to guaranty the continued delivery of energy10 

from the existing Hopkins Ridge generating facility.11 

Q. Please describe the 663 MW of Colstrip transmission contracts with BPA.12 

A. PSE’s existing transmission contract for 663 MW originating at the Garrison13 

substation expired in the third quarter of 2023. This contract is used to deliver14 

output from the existing Colstrip and Clearwater generating facilities, as well as15 

future generation resources following the retirement of Colstrip. This set of16 

transmission contracts was executed on August 22, 2023, for a five-year term with17 

the renewal going into effect on August 1, 2024. It has an expiration date of18 

August 1, 2029.19 
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Q. Please describe the 680 MW of Eastern Intertie transmission contracts with1 

BPA.2 

A. PSE’s existing Eastern Intertie transmission contract for 680 MW originating at3 

the Townsend substation was originally established under the Montana Intertie4 

Agreement (“MIA”), which expires in the third quarter of 2027. Following5 

expiration of the MIA, PSE will receive BPA tariff service for the same segment6 

and capacity to provide continued delivery of energy from the existing Clearwater7 

generating facilities, as well as future generation resources as they are brought8 

online.9 

Q. Did PSE’s EMC approve the 680 MW of Eastern Intertie transmission10 

contracts?11 

A. Yes; the EMC approved the renewal of the 680 MW Eastern Intertie transmission12 

contract. See Exh. PAH-17 starting at page 20 for the information presented to the13 

EMC supporting this contract renewal.14 

Q. Please describe the 600 MW of PG&E Exchange transmission contracts with15 

BPA.16 

A. PSE renewed transmission contracts for 600 MW of capacity to and from the John17 

Day substation that were set to expire in the third quarter of 2024. These contracts18 

are used to deliver and receive output under PSE’s 1991 Capacity and Energy19 

Exchange Agreement with Pacific Gas & Electric (“PG&E Exchange”). PSE20 

provided advance notice in 2022 to discontinue the PG&E Exchange agreement21 
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(tentatively ending December 31, 2027), but PSE must retain bi-directional 1 

transmission for the remainder of the agreement term. PSE expects to repurpose 2 

this transmission capacity to facilitate delivery of new resources following 3 

expiration of the PG&E Exchange. 4 

Q. Did PSE’s EMC approve the 600 MW PG&E Exchange transmission5 

contracts?6 

A. Yes; the EMC approved renewals of the 600 MW PG&E Exchange transmission7 

contracts. See Exh. PAH-18 starting at page 26 for the information presented to8 

the EMC supporting these contract renewals.9 

3. 34 MW Existing Load BPA Transmission Renewals10 

Q. Please describe the four MW Clymer transmission contract with BPA.11 

A. PSE renewed a four MW transmission contract with BPA for the purpose of12 

providing reliable service to PSE retail loads in the area near Ellensburg,13 

Washington. The Clymer substation was constructed in this area to improve14 

reliability, requiring the interconnection of BPA’s Ellensburg – Moxee15 

transmission line for a path through BPA’s system. The PSE load served out of16 

Clymer substation is approximately five MW. PSE secured two transmission17 

contracts with rollover rights to enable delivery from PSE’s system to Clymer,18 

one reserving four MW and the other reserving one MW. The contract for four19 

MW was set to expire in the third quarter of 2024 and was renewed to secure20 
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continued delivery of energy to PSE retail customer load served from the Clymer 1 

substation. 2 

Q. Please describe the 30 MW Klahanie transmission contract with BPA.3 

A. Klahanie substation is a PSE load point on the Sammamish-Maple Valley4 

transmission line. PSE’s existing Klahanie transmission contract for 30 MW was5 

set to expire in the third quarter of 2023. This contract is necessary to deliver6 

energy to PSE retail customers served from the Klahanie substation.7 

4. 40 MW New BPA Transmission Contract8 

Q. Please describe the 40 MW Clearwater transmission contract with BPA.9 

A. In the first quarter of 2021, a PPA was executed for 350 MW of capacity from the10 

Clearwater wind project. Three wheels of transmission are required to deliver the11 

power from the Clearwater project to PSE’s system: (1) the Colstrip Transmission12 

System (Colstrip-Broadview-Townsend, “CTS”), (2) the Eastern Intertie13 

(Townsend-Garrison), and (3) the BPA Main Grid. 350 MW of secured firm14 

transmission is required to allow for full delivery of the resource output. PSE had15 

previously secured 350 MW of long-term firm transmission on the CTS and BPA16 

Main Grid. In addition, PSE is party to the MIA, which allocates 680 MW of firm17 

transmission on BPA’s Eastern Intertie. Of that 680 MW, only 310 MW is18 

available for the Clearwater project. PSE requested the additional 40 MW to19 

secure full deliverability of the 350 MW Clearwater wind contract to PSE’s20 

system.21 
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Q. Did PSE’s EMC approve the 40 MW Clearwater transmission contract?1 

A. Yes; the EMC approved the new 40 MW Eastern Intertie transmission contract for2 

Clearwater wind. See Exh. PAH-18 for the information presented to the EMC3 

supporting this contract renewal.4 

Q. What does PSE request from the Commission regarding PSE’s new and5 

renewed transmission contracts?6 

A. PSE respectfully requests the Commission determine PSE’s decisions to enter or7 

renew these contracts were prudent and allow PSE to fully recover associated8 

expenses in rates. Estimated 2025 and 2026 expenses for each of PSE’s new or9 

renewed BPA transmission contracts are included in the rate period power costs10 

presented in the testimony of Brennan D. Mueller, Exh. BDM-1T.11 

V. CONCLUSION12 

Q. Does that conclude your prefiled direct testimony?13 

A. Yes, it does.14 




