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BEFORE THE WASHI NGTON UTI LI TI ES AND
TRANSPORTATI ON COVM SSI ON

In the Matter of the Petition )

of Avista Utilities for ) Docket No. UG 021584
Extensi on of the Natural Gas ) Volume II

Benchmar k Mechani sm ) Pages 27 to 52

)

A pre-hearing conference in the above matter
was held on Septenber 19, 2003, from9:30 a.mto 9:45
a.m, at 1300 South Evergreen Park Drive Southwest, Room
206, O ynpia, Washington, before Adm nistrative Law

Judge THEODORA MACE.

The parties were present as foll ows:

THE COWM SSI ON, by DONALD T. TROTTER, Seni or
Assi stant Attorney CGeneral, 1400 South Evergreen Park
Drive Sout hwest, O ynpia, Washi ngton 98504-0128,
Tel ephone (360) 664-1189, Fax (360) 586-5522, E-mail
dtrotter @wtc. wa. gov.

AVI STA CORPORATI ON, by DAVID J. MEYER,
General Counsel, East 1411 M ssion Avenue, Spokane,
Washi ngton, 99220, Tel ephone (509) 495-4316, Fax (509)
495- 4361, E-mail dneyer @vi stacorp.com

THE PUBLI C, by ROBERT W CROWELL, JR.,
Assi stant Attorney General, 900 Fourth Avenue, Suite
2000, Seattle, Washington, 98164-1012, Tel ephone (206)
464- 6595, Fax (206) 389-2058, E-Muil
robertcl@tg. wa. gov.

Joan E. Kinn, CCR, RPR
Court Reporter
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PROCEEDI NGS

JUDGE MACE: Let's be on the record in Docket
Nurmber UG- 021584. This is the matter of the Petition of
Avista Uilities for Extension of the Natural Gas
Benchmar k Mechanism We are assenbl ed here today at the
of fices of the Washington Utilities and Transportation
Commi ssion in O ynpia, Washington on Septenber 19th,
2003, for a pre-hearing conference. The purpose of the
conference is to mark exhibits and address any matters
prelimnary to the evidentiary hearing which begins on
Monday, Septenber 22nd. My nane is Theodora Mace, |'m
the Adm nistrative Law Judge who has substituted in for
Marjori e Schaer hearing this case. | would |ike to have
the oral appearances of counsel now beginning with the
applicant.

MR. MEYER: Yes, Your Honor, appearing on
behal f of Avista is David Meyer, and would you |ike the
particul ars or address, et cetera?

JUDGE MACE: No, you have al ready entered
those, we don't need to have that again. Short formis
fine today.

MR. MEYER: Thank you.

MR. TROTTER: For the Commi ssion, Donald T.
Trotter, Assistant Attorney General

MR, CROWELL: Robert Crommel | on behal f of
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Publ i ¢ Counsel

JUDGE MACE: Thank you.

| have passed out to the parties an agenda
t hat goes through several itenms that were raised in
docunents that were supplied to ne yesterday by counsel
and we al so have received the cross exhibits of the
parties, and we'll go through the exhibit Iist towards
the end | think.

But so let's see, is there anyone who has any
additions to this agenda?

I would Iike to make one agenda item
addition, one addition to the agenda, and that is to
tal k about the order of cross.

Is there anything else that we need to add to
this?

Al right, so just to review the stipulation
of the Hirschkorn exhibits, | think that Staff m ght
have nmentioned that in a letter yesterday.

MR. TROTTER:  Yes.

JUDGE MACE: And as far as that's concerned,
if everyone agrees, that's fine. | do want to indicate,
as you see the note under nunber two, the Comm ssioners
may still have cross questions of M. Hirschkorn, and
wanted to nmake sure you were aware of that. |'m

assum ng you intended to bring himto the hearing.
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MR. MEYER. He will be here in any event,
yes.

JUDGE MACE; Very well

MR, TROTTER: | was making the offer to save
hima trip, so if he's here, then he can go on the stand
and make an offer, that's fine.

JUDGE MACE: And then the third item
Ms. Elder will be Tuesday afternoon

MR. CROWELL: Thank you.

JUDGE MACE: Everybody agrees to that
apparently.

MR, MEYER: Yep.

JUDGE MACE: That's fine.

And we have already received the repl acenent
sheets for the Elder testinony | believe.

VR. CROWELL: Yes, Your Honor.

JUDGE MACE: You supplied those earlier
t oday.

MR, CROWELL: | have supplied clean copies.
| also have redlined versions for anyone. For the
record, there were | believe two typographical errors,
and then we wanted to clarify that Ms. Elder had used
the word Avista a nunber of tinmes throughout about five
or six pages where it was perhaps nore precise to say

Avi sta Energy, and | know the Chairwonan's preference
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1 for specificity.
2 JUDGE MACE: Right, so | have -- |I'msorry,

3 M. Trotter, did you --

4 MR, TROTTER: No

5 JUDGE MACE: | have received those copies,
6 and we will just substitute the copies that you

7 provided. | don't really see a need for a redlined

8 version, as | indicated to you, for the Comr ssioners.
9 I think as long as the errors or the changes are

10 mnimal, then it's not necessary.

11 MR, TROTTER: Could we go back to itemthree?
12 JUDGE MACE: Sure.
13 MR. TROTTER: | have no conceptual problem

14 with Ms. Elder testifying Tuesday afternoon. M only
15 concern is that we have sone flexibility. | don't want
16 her to cone in right in the mddle of a Staff wtness,

17 for exanmple. So if it |looks like we're about to start a

18 Staff witness -- is she going to be here in the norning?
19 MR, CROWELL: | believe she's flying in

20 Monday.

21 MR. TROTTER:  COkay.

22 MR. CROWELL: So |I'm hoping she will be here

23 Monday afternoon and that we could then substitute her
24 in any tine Tuesday, perhaps after the conclusion of

25 cross of conpany witnesses. But if it looks |ike we are
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not going to conclude the cross-exam nati on of conpany
Wi t nesses on Tuesday, | would ask that we take her out
of order in that sense so that we could get her on and
of f the stand Tuesday.

MR, TROTTER: | don't have a problemwth
that. | just, | think this probably goes to the conpany
too, but if she could go on Tuesday norning and that
woul d avoid going in the middl e of anybody's other
wi t ness, that would be preferred.

JUDGE MACE: Well, it seems |ike counsel are
willing to be flexible about that so that we can
schedule her in a way to avoid M. Trotter's concern and
al so get Ms. Elder on and off in a tinely fashion

MR, CROWELL: Thank you.

JUDGE MACE: The next itemis nunber five,
Staff's request to take official notice of Avista's gas
i ntegrated resource plans for 1997, 2000, and 2003. [|I'm
not in a position right now to take official notice,
because | think the conm ssioners woul d have to be with
me on the Bench in order to do that, but | wanted to
tell you that we will likely need to have copies of
t hat .

MR, TROTTER: | actually do have them |
forgot to hand them up.

JUDGE MACE: And you deci ded you didn't want
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to make those exhibits?

MR, TROTTER: Yeah, |'msorry, they're here
on the trolley, I will just hand themto you.

JUDGE MACE: Oh.

MR, TROTTER: | just have one to avoid
copying six, it will be like this thick, so |I'm happy to
make mul tipl e copies.

JUDGE MACE: | see what you're saying.

MR. TROTTER: | have said in nmy letter |
woul d bring one of each for the parties and one for the
Bench. |If you need nore, we will expend the effort to
do that, but | do have them |'m sorry.

JUDGE MACE: All right, why don't you pass
those out right now And this is all of themright
her e?

MR, TROTTER: That's right.

JUDGE MACE: Okay, | will address this with
t he conm ssioners to see whether they want to have
copies. M guess is the conmi ssioners are going to want
to have copies, so you mght want to bring an additiona
two copi es on Monday norning.

MR, TROTTER: Okay.

JUDGE MACE: If you would be so kind.

MR. TROTTER: And also if official notice is

not taken, could | reserve the right to have them marked
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1 as exhibits for M. Norwood and we'll just --

2 JUDGE MACE: Absolutely.

3 MR, TROTTER. -- go through and --

4 JUDGE MACE: Absolutely.

5 MR, TROTTER  -- ask questions about --

6 JUDGE MACE: It may be actually --

7 MR, TROTTER. -- what it says, but that's

8 basically all we would do.

9 JUDGE MACE: -- just an easier way to avoid
10 having that argunent that will take up sonme -- | nean it
11 may not be an argunent, but it will just take up sone
12 time. |If you have them marked as exhibits, then you can
13 just cross-exam ne on them

14 MR, TROTTER: Well, yeah.

15 JUDGE MACE: Perhaps you had a different

16 i dea.

17 MR. TROTTER: Al the cross would be, doesn't

18 it say on page 10 what it says on page 10.

19 JUDGE MACE: Yes, we don't want to have that.
20 MR, TROTTER: So that's why | was going to
21 just do it by official notice or have them noved into

22 evi dence by stipul ation.
23 JUDGE MACE: (Okay, address it --
24 MR, TROTTER: Either way.

25 JUDGE MACE: Let nme do it this way. | wll
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try to check in with the comm ssioners this afternoon so
that you can, if necessary, avoid copying this docunent
agai n.

MR. TROTTER: Okay, that's fine, we're
willing to cooperate in any way you want.

JUDGE MACE: | have an order, I'mgoing to
ski p nunber six, order of witnesses that | reflect in
nunber seven. |s the order going to be any different
than that? | recognize Ms. Elder may cone slightly out
of order because we need to nmke sure that she gets
finished earlier on Tuesday. But other than that, is
there any change to the order of w tnesses?

I have tentatively indicated on nmy own notes,
I didn't put themon this piece of paper, an order of
cross calling for cross of Avista witnesses first hy
Public Counsel, then by Staff. |Is that a problem or
did you want a di fferent order?

MR. CROWELL: | think we commonly have had
Staff go first. |'mhappy to defer to M. Trotter

MR. TROTTER: That's fine.

JUDGE MACE: And then for the Staff wtness,
| have Public Counsel and Avista.

MR. CROWELL: And at this time, | would not
antici pate any cross for M. Parvinen.

JUDGE MACE: That's right, | think you
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i ndi cated that.

MR. CROWELL: Yeah.

JUDGE MACE: So it would be Avista.

And then for Public Counsel | guess it's just
Avi sta, so that solves that problem okay.

MR, MEYER:. May | just make the usua
reservation of our right, because we are putting our
Wi tnesses' direct and rebuttal testinmony in at the sane
time, they will be up and then down, to reserve the
right, which we have sel dom exercised, but just in the
event that there's sone issues that require sone
rebuttal, to represent the witness on the stand after
Staff or Public Counsel if there are some itens that
need to be addressed by way of further rebuttal. It
doesn't often happen, but | just want to, in view of the
fact that we are bunching together our direct and our
rebuttal testinony and just getting it done and getting
it said up front.

JUDGE MACE: Well, you know, you're aware of
all the testinony at this point. You're certainly
wel comre to make that request on the record. | can't
tell you what the answer would be.

MR, MEYER: | understand, | just didn't want
you to be surprised. And we're not anticipating the

need to do that, as | say, we have sel dom exerci sed
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that, but | just wanted to bring that to your attention

JUDGE MACE: Make sure you nmention it on the
record while the Comm ssioners are here.

MR. MEYER  Yes.

JUDGE MACE: It would be good to do.

Let's briefly look at the cross grid. On ny
own copy | have indicated that Staff E-mailed me with a
notification they're going to add -- they want to add 15
mnutes to their cross of each of the three conpany
W tnesses they're crossing. So by my calculation we
have approxi mately 11 hours of cross. W have only two
days for hearing, and I'm sure the Comr ssioners are
going to want to make it fit, so we nmay be going | onger
if for some reason we don't nove as expeditiously
through this list as we mght otherwise. So | just want
to make sure you're aware that sonetines cross is
shorter too, and if you can shorten your cross, |'msure
the Commi ssioners would appreciate it, particularly if,
you know, you don't want to be repeating questions. You
al ready know all this, | don't have to talk to you about
it I'msure.

MR. CROWELL: Your Honor, one question

JUDGE MACE: Yes.

MR, CROWELL: |Is Wednesday afternoon stil

potentially avail abl e?
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JUDGE MACE: No.

MR, CROWELL: | guess in that event, if by
the end of the day Monday it |ooks |ike we are not on
pace, | would ask that we perhaps go | onger both days
rather than end up in the situation where we're stuck
here Tuesday until the Iight dawns again on Wednesday.

JUDGE MACE: Surely. | have been in that
situation lately, but I just -- we need to tal k about
that with the Conm ssioners present, because it does
depend on their schedule as well. So we could talk
about it, see how things go, and certainly bring it up
if it looks Ilike we're not noving very quickly and see
if we can go |longer both days. | can't give you an
answer right now.

MR, CROWELL: | would ask that perhaps you
raise that with themif you have the opportunity.

JUDGE MACE: Okay, so let's turn to the
exhibit list. You will see on page 1 for M. Norwood
elimnated Staff cross 1 arbitrarily. | don't know that
that was one of the ones you asked to have elim nated,
but | noticed that it appeared to be a duplicate of
anot her exhibit.

MR. TROTTER: And | did check, and it was
duplicative of Public Counsel's cross nunber 6, which

you identified as Nunmber 12, so we'll just refer to that
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version.

JUDGE MACE: All right. So then |I also
understand from your e-mail today that you are
elimnating fromyour list of cross exhibits, Staff
Cross 3 for M. Norwood, Staff Cross 4, and Staff Cross
5, which are 15, 16, and 17. |Is that right?

MR. TROTTER: Yeah, those are DR s 115, 118,
and 119.

JUDGE MACE: So that when | send you the
revised list, those will be elimnated.

| al so understand, going to M. Guber's I|ist
of exhibits that you are elinmnating Staff Cross 1 and
Staff Cross 2. Those are Avista responses to Staff
Request 120 and 121 and are marked as 62 and 63.

MR. TROTTER: That is correct.

JUDGE MACE: Does anybody have any ot her
changes or corrections to this list?

MR, CROWAELL: Yes.

JUDGE MACE: Co ahead.

MR. CROWAELL: Just for conveni ence of the
record, | think if we go to M. Guber starting at 55,
and | haven't gone back and checked the testinonies, but
I think 55 should be 55C

JUDGE MACE: That's correct.

MR. CROWEELL: 57 should be 57C.
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JUDGE MACE: Thank you.

MR, CROWELL: Going to M. D Arienzo, 103
shoul d be 103C.

JUDGE MACE: Thank you.

MR. CROWELL: 109 should be 109C, and 111
shoul d be 111C. Those were just sort of ny off the cuff
not es.

JUDGE MACE: That's good.

MR. CROWELL: | haven't |ooked at Staff DR s
or the conpany testinony to see whether | have m ssed
any ot her confidential docunents that should have that
designation on the exhibit list.

JUDGE MACE: |'mjust |ooking right now at
Ms. Elder's exhibits, and it | ooks |ike her direct
Exhi bits 252 -- well, no, that's the CV. 253 should be
a confidential exhibit, 254, 257, 258. | think that's
it.

MR. CROWELL: Exactly.

JUDGE MACE: Anybody notice anything el se?
Some of this we can correct.

MR. TROTTER: Yes, Your Honor, on
M. Parvinen's list you do MPP-1T through MPP-11, and we
did have an MPP-12.

JUDGE MACE: Oh.

MR. TROTTER: | think it was onitted on the
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original distribution, and then I think we followed up

the next day or the sane day, | can't renenber, but it

is an anal ysis of capacity rel ease and of f-system sal es
revenues. It was distributed at the same tine, but for
sone reason it's not on your |ist.

JUDGE MACE: You woul dn't happen to have an
extra copy of it, would you? If you would bring an
extra copy on Monday.

MR. MEYER: We have an extra copy here just
because we have extra copi es.

JUDGE MACE: Just because |'m concerned that
-- I"'mnot sure why | don't have it listed. It might be
because somehow | failed to put it into ny book. Let's
deal with it on Monday, because | nmay have a copy.

MR, MEYER: Okay.

JUDGE MACE: | will just |ook again.

MR MEYER: Sure.

JUDGE MACE: All right, thank you, so that
will becone 212, and then | will nove the other one,
wi |l change the order so that it includes this exhibit.

So you noticed that | marked the exhibits,
and that would be the order that | propose or the
mar ki ng that | propose. Does anybody have any ot her
comments or suggestions about the exhibits?

Then | don't have anything else. | could
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tell you the usual things. Try not to talk over each

other or the witnesses so that the reporter can record

all the -- make all of the record. And address your
comments to nme rather than other counsel. | can't
really think of anything else. |f you have any

concerns, you're welcone to raise them on Monday when we
begin, or I will be here a few minutes early, and you
can talk to ne about them

Then we're adjourned, thank you.

(Hearing adjourned at 9:45 a.m)

The exhibits were marked as foll ows:

KELLY O. NORWOOD - Avista

1T KON- 1T Direct Testinony

2 KON-2 Avi sta Energy - Managenent of Gas
Procurenment Services - Power Point

3RT KON- 3T - Rebuttal Testinony

4 KON-4 Illustration of Gas Procurenent Strategy
and External Benchmark

5 KON-5 Daily Log, February 24, 2004

6 KON- 6 Benchmar k Mechani sm Conpl i ance with
Commi ssi on Policy Statenent

7 Publi ¢ Counsel cross 1 - Avista Response to

Publ i ¢ Counsel DR 9
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10

11

12

13

14

15

16

17

18

19

20

Publ i c Counsel cross 2 - Avista Response to
Public Counsel DR 10

Publ i ¢ Counsel cross 3 - Avista Response to
Publ i ¢ Counsel DR 37

Publ i c Counsel cross 4 - Avista Response to
Staff DR 6

Publi ¢ Counsel cross 5 - Avista Response to
Staff DR 57

Public Counsel cross 6 - Avista Response to
Staff DR 102

Publi ¢ Counsel cross 7 - Avista Response to

Staff DR 104

Staff cross 2 Avi sta Response to Staff DR
117

Staff cross 6

Avi sta Response to Staff DR
122

Staff cross 7

Avi sta Response to Staff DR
123

Staff cross 8

Avi sta Response to Staff DR
127

Staff cross 9 - Avista Response to Staff DR
Staff cross 10 - Avista Quarterly Benchmark
Reports for 4th Quarter 2002

Staff cross 11 - Avista Quarterly Benchmark

Report for 1st Quarter 2003

86
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1 21 Staff cross 12 - Avista Quarterly Benchmark
2 Report for 2nd Quarter 2003

3

4 ROBERT H. GRUBER - Avista

5 51T RHG 1T Direct Testi nony

6 52 RHG 2 Benefits provided to Avista Utility
7 Cust oners

8 53RT RHG 3T Rebuttal Testinony

9 54 RHG 4 Staff Response to Avista DR 6

10 55C RHG 5C Anal ysis of Operation and

11 Profitability - 80/20 Proposal

12 56 RHG 6 Staff Response to Avista DR 1

13 57C Publi ¢ Counsel cross 1 - Avista Response to
14 Public Counsel DR 2

15 58 Publi ¢ Counsel cross 2 - S&P rates Avista Corp
16 Bonds BBB- i nus (Septenmber 8, 2003)

17 59 Publi ¢ Counsel cross 3 - Avista Response to
18 Publ i ¢ Counsel DR 30

19 60 Publi ¢ Counsel cross 4 - Avista Response to
20 Staff DR 23

21 61 Publi ¢ Counsel cross 5 - Avista Response to
22 Staff DR 132

23 62C Staff cross 3 - Avista Response to Staff DR
24 19B C

25 63 Staff cross 4 - Avista Response to Staff DR 95



0049

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

64

101T

102RT

103C

104

105

106

107

108

109C

110

111C

112

Staff cross 5 - Avista Response to Staff

M CHAEL D' ARI ENZO - Avista

MED- 1T Direct Testinony

MED- 2T Rebuttal Testinony

MED- 3C Vol unes from Revi sed RHG 2

MED- 4 Capacity Rel eases - Month of June 2
MED-5 2002 Avi sta Energy Wi ghted Average
Transaction Price vs. Gas Daily

Public Counsel cross 1 - Avista Response
DR 16

Publi ¢ Counsel cross 2 - Avista Response
DR 17

Publ i c Counsel cross 3 - Avista Response
Staff DR 30

Publ i ¢ Counsel cross 4 - Avista Response
Staff DR 51

Public Counsel cross 5 - Avista Response
Staff DR 53

Publ i ¢ Counsel cross 6 - Avista Response
Staff DR 80

Public Counsel cross 7 - Avista Response

Staff DR 81

DR 97

003

to PC

to PC

to

to

to

to

to
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113

114

115

116

117

118

119

151T

152

153

Public Counsel cross 8 - FERC Staff Discussion
on Conmi ssion Use of Natural Gas Price Indices
(January 15, 2003)

Publi ¢ Counsel cross 9 - FERC Staff Report -
2003 Natural Gas Market Assessnment (January
29, 2003)

Publ i ¢ Counsel cross 10 - FERC Notice of Staff
Techni cal Conference & Wirkshop on Energy
Price Discovery and Indices (May 29, 2003)
Publi ¢ Counsel cross 11 - FERC Staff Paper on
Price Formation issues (June 13, 2003)

Publi ¢ Counsel cross 12 - Staff Response to
Avista DR 11

Staff cross 1 - Avista Response to Staff DR 66

Staff cross 2 - Avista Response to Staff DR 57

BRI AN J. HI RSCHKORN - Avista

BJH- 1T Direct Testinony

BJH 2 Schedul e 163 Natural Gas Benchmark
Mechani sm

BJH- 3 Schedul e 163 Natural Gas Benchmark

Mechani sm
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201T

202

203

204

205

206

207

208

209C

210

211

212

M CHAEL P. PARVI NEN - Staff

MPP- 1T Direct Testinony

MPP-2 Western North Anmerican Gas Pipelines
MPP- 3 January 29, 2003 Staff Open Meeting
Menmo

MPP- 4 Septenber 2, 1999 letter from Avista
to WUTC

MPP-5 NARUC Resol uti on Regardi ng Cost

Al l ocation CGuidelines for the Energy Industry
MPP-6 Avista Corp Response to Staff DR 5
MPP-7 Avista Corp Responses to Public
Counsel DRs 80 and 10

MPP-8 Estimated Annual Increnental Benefits
Associ ated with Natural Gas Procurenent
Managed by the Utility v. Avista Energy
MPP-9C Cal cul ati ons and Data Supporting

Exhi bit MPP-8

MPP- 10 Commi ssion Policy Statenent in Docket
Nos. UG 940778/ UG 970001

MPP- 11 Conparison of Staff's Second and
Third Alternative Reconmendati ons to Conpany
Pr oposal

MPP- 12 Anal ysis of Capacity Rel eases and

O f-System Sal es
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213

2517

252

253C

254C

255

256

257C

258C

259

260

Avista Cross 1 - Response to Avista Data
Request No. 3, Pricing of spot market gas
relative to forward markets and first of the

nont h i ndex

CATHERINE M ELDER - PC

CME- 1T Direct Testinony

CME-2 CV

CME-3C Val ue of Avista Capacity Rel eases
CME-4C Vol unes from Revi sed RHG 2

CME-5 Avi sta Response to Public counsel DR
16

CME-6 Avista Commpdity Cost vs. Sinple FOM
Strat egy

CME- 7C Avi sta Response to Staff DR 60

CME- 8C Fuel Managenent Fee

CME-9 Capacity Avista Holds for Uility
Rat epayers

Avista cross 1 - Response to Avista Data

Request No. 3, Basin Optimzation



