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BEFORE THE WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION

Docket Nos. UE-121697 and UG-121705
Puget Sound Energy, Inc. and NW Energy Coalition
Joint Petition for Approval of a Decoupling Mechanism

PUBLIC COUNSEL DATA REQUEST NO. 069

PUBLIC COUNSEL DATA REQUEST NO. 069:

Re:

Testimony of Dr. Michael J. Vilbert, Exhibit No. MJV-1T.

With regard to the updated studies of the impact of decoupling on electric utilities please
provide the following:

a) Please list all of the holding companies and all of the subsidiaries included in the
studies.

b) Please list all the regulatory jurisdictions in which the holding companies have
subsidiaries and indicate which of those jurisdictions employ revenue decoupling
and the date when decoupling was implemented.

c) For each subsidiary, please indicate how the date of decoupling implementation
was determined.

d) Please provide the degree of decoupling at 2012 for each of the holding
companies as well as the back-up data used to determine that factor. (e.g., data
used fo determine subsidiary share of holding company assets)

e) Were there any companies for which decoupling was discontinued during the
study period? If so, please identify any such utilities.

f) Dr. Vilbert indicates that “Brattle” estimated the cost of capital quarterly using the
multi-stage version of the discounted cash flow model (DCF). Please provide, in
spreadsheet format, the cost of equity calculated by Brattie for each of the
sample companies for each quarter in the study period, including all back-up
data. :

Q) In prior decoupling/cost of capital studies (e.g., “The Impact of Decoupling on the
Cost of Capital, An Empirical Investigation.” 2011 and 2012) the statistical results
of the regressions were reported, not with p-values, but with confidence intervals.
Please explain why confidence intervals for the regression were not reported in .
these studies.
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Please provide 95% confidence intervals for each of the variables in the
regression in these studies (including the dummy variables and the constant). If
Brattle is unable to comply with this request, please explain why.

Please provide the p-values for each of the variables in the regression.

'Response:

a)

Attached as Attachment A to Puget Sound Energy, Inc.’s (“PSE”) Response to
Public Counsel Data Request No. 069 is a copy of table that provides information
regarding an updated studies of the impact of decoupling on electric utilities.

Please see Attachment A to PSE’s Response to Public Counsel Data Request
No. 069.

Please see Attachment A to PSE’s Response to Public Counsel Data Request
No. 069.

Please see the workpaper spreadsheet: “Electric_Brattle_Sampie
Selection_Non-Protected.xlsm,” in the Tab: Holding Co Decoupling Index, and
the supporting tabs in the same spreadsheet.

Yes, the Michigan companies discontinued decoupling during the study period.

Please also see “Tab: COC Multistage” in the workpaper
“Electric_Brattie_Sample Selection_Non Protected.xlsm” provided in

Attachment B to Puget Sound Energy, Inc.’'s Response to Public Counsel Data
Request No. 070, and in the supporting tabs in the same spreadsheet and in the
companion spreadsheet “Electric_Brattle_Sample Selection_Protected.xism”
provided in Attachment B to Puget Sound Energy, inc.'s Response to Public
Counsel Data Request No. 070.

Both the p-values and the confidence intervals are valid ways of determining the
statistical significance of a regression equation. The data to look at both of these
test results are supplied in the workpapers of the current gas analyses. Please
see the workpaper “UE-121697 et al PSE Vilbert direct workpapers - Gas Model
Regression (PSE) (11.05.2014).pdf” provided in Attachment A to PSE’s
Response to Public Counsel Data Request No. 070. For the gas regressions
shown therein, there are columns containing the p-values (labeled “P>|t|” (i.e.,
the absolute value of t) and “[95% Conf. Interval]”, respectively, for every
regression coefficient including the Decoupling Index. Note that the p-values in
this source are for a 2-tailed test which is standard. The vaiues must be divided
by 2 to get the 1-tailed test values. The smaller p-vaiue used at the 1-tailed test
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would makes it easier to reject the neutral null hypothesis at the 5% level that
decoupling does not iower the cost of capital.

As is discussed in the electric utility study, a one-tailed test is more appropriate in
the decoupling context. Here, the null hypothesis is that decoupling does not
lower the cost of capital as opposed to an alternative hypothesis that decoupling
does lower the cost of capital. The analogous confidence interval is also one-
sided. Any positive estimate for the impact of decoupling on the cost of capital
would be consistent with this null hypothesis. Hence, the confidence interval
extends all the way to positive infinity. Because of this extreme range, one-sided
confidence intervals are generally not considered useful and therefore not
reported.

h) For the two electric study regressions presented in the testimony, the information
needed to calculate the confidence intervals for all variables can be found in the
columns and on the p-values. The columns are the Coefficient (called
“Estimate”); the Std. Error; the t-value; and the p-value (“Pr (>|t])"). Please see
the workpaper “UE-121697 et al PSE Vilbert direct workpapers - Electric Model
Regressions (PSE) (11.05.2014).pdf" provided in Attachment A to PSE’s
Response to Public Counsel Data Request No. 070. The statistical resuits fail to
reject the neutral hypothesis. :

The two-sided confidence interval is equal to the coefficient minus/plus 1.96
times the standard error. The one-sided confidence interval corresponding to a
null hypothesis of no negative impact is equal to the coefficient minus 1.64 times
the standard error to positive infinity. ‘

) See the response to h) above.
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ATTACHMENT A to PSE’s Response to
PUBLIC COUNSEL Data Request No. 069
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