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PROCEEDI NGS

JUDGE MACE: Let's be on the record in Docket
Nurmbers UE-011570 and UG 011571, the case of the
Washi ngton Utilities and Transportati on Conmmi ssion
agai nst Puget Sound Energy, a conbined electric and
natural gas rate case.

I would like to introduce now Chai rwonan
Marilyn Showalter, who will comence the proceeding.

CHAl RMOVAN SHOWALTER: Good evening, |'mjust
going to give sone opening coments sinply because this
is not only part of our regular judicial proceedings but
al so a public nmeeting on the proposed settlement. And
the parties involved | think know the process well; the
public nmenbers nmay not.

So there are two segnents to this hearing.
One is going to be a presentation of the settl enent
proposed by the parties to us, and that is for your
benefit as well. And when we finish with that and the
Conmi ssi oners have asked the questions of the parties
that they want to, we will then nmake a transition to the
public coment part of the hearing. And at that point,
you will hear a little bit nore about the process,
i ncl udi ng some comrents from Public Counsel

So | think I"'mready to turn this back to our

Admi nistrative Law Judge to conduct the hearing on the
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settl enent proposal.

JUDGE MACE: Thank you.

My nanme is Theodora Mace, and | amthe
presiding Adm nistrative Law Judge in this portion of
the proceeding. | would like now to take appearances
fromthe parties to the proceeding, beginning with the
conpany.

MS. DODGE: Thank you, Your Honor, Kirstin
Dodge with Perkins Coie for Puget Sound Energy.

MR FI NKLEA: Edward Fi nkl ea on behal f of the
Nort hwest Industrial Gas Users of the |aw firm Energy
Advocates, LLP.

MS. THOVAS: Elizabeth Thomas with Preston
Gates & Ellis representing Cost Managenent Services,

I nc.

MR. FFITCH: Simon ffitch with the office of
Publ i ¢ Counsel .

MR. CEDARBAUM  Robert Cedar baum for
Commi ssion Staff.

CHAl RWOMAN SHOWALTER: | al so shoul d have
said again for the benefit of the nmenbers of the public
who may not know ny col | eagues, with me are Conmi ssioner
Di ck Henmstad and Commi ssioner Pat Gshie, and the three
of us make up the Washington Utilities and

Transportati on Comi ssi on.
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JUDGE MACE: If there is anyone here who
intends to participate in the public comment portion of
the proceedi ng, please make sure that you have signed in
at the back with our Conmission Staff nenber Penny
Hansen sitting in the back row there, and you will be
called on later on as we finish up after we finish up
the evidentiary portion of the proceeding.

The first thing | would like to begin with is
the statement or description of the settlenent
agreenent. | believe, M. ffitch, that you are going to
make that presentation. W have prenmarked the
settlenent Exhibit Nunmber 606. Go ahead, M. ffitch

MR. FFI TCH. Thank you, Your Honor. Because
we are going to be hearing froma panel with regard to
the settlenent, | amgoing to be quite brief in general
As the Bench has stated, this is the hearing for the
Conmi ssion to review the settlenent of Puget Sound
Energy's gas rate case. This is the final conponent of
the general rate case that was filed |ate |ast year
The electric rate portions of the case have al ready been
settled, and the Commi ssion has approved that settlenent
in an earlier order.

This settlenent is an agreenent between al
of the parties to the gas rate case, the Conmm ssion's

own Staff, Puget Sound Energy, Public Counsel on behalf



2251

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

of residential and small business custoners, the

Nort hwest I ndustrial Gas Users representing |arge
custoners, and with regard to rate spread and rate
design Seattle Steam and Cost Management Services.

Puget Sound's original request in this case
was to increase gas rates by approximtely $82 M1 lion
per year, and that proposal was to allocate that anmpunt
entirely to residential customers. Under the
settlenent, the rate increase has been reduced to $35.6
MIlion per year, and in addition all customer classes
will pay a share of the increased revenue requirenent.
This now represents under the settlenment an overal
i ncrease of 5.77%in gas rates for residentia
custoners, that works out to 6.6% and for small
commerci al custoners, an increase of 3.4% |f approved
by this Comm ssion, the settlenent rates would go into
ef fect on Septenber 1st.

Puget Sound Energy gas rates are al so
affected by what's known as a gas tracker which passes
t hrough changes in natural gas costs directly to
custoners. Puget Sound Energy will be adjusting its gas
tracker this fall and will pass through sonme reductions
in gas rates. So as a practical matter, sone
residential or many residential and small|l business

custoners may see a reduction in their bill although the
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1 settl enment does actually approve an increase in gas

2 rates for the portion addressed in the gas settlenment.
3 That concludes ny brief summry. Thank you,
4 Your Honor.

5 JUDGE MACE: Thank you.

6 | would like to deal with the adm ssion of
7 the settlenent agreenent. The parties have stipul ated
8 to the admission of this exhibit; is that correct,

9 Ms. Dodge?

10 M5. DODGE:  Yes.

11 JUDGE MACE: |s there any objection to the

12 adm ssion of Exhibit 606?

13 I will admit it at this tine.
14 I understand that we have several w tnesses
15 who will be answering questions about the settlenent

16 agreenent, and | think this nmight be the tine for them
17 to take their places so that they can be sworn in and we
18 can comence with that portion of the proceeding.

19 Ms. Dodge.

20 MS. DODGE: Your Honor, shall we have all the
21 W t nesses at once for revenue requirenent and the others
22 as well?

23 JUDGE MACE: | think that would be just as

24 well. The settlenent agreenent is not volum nous in

25 nature, and | think if we could cover everything at
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once, unless the Comm ssioners have sone ot her
preference, | think we will have all the wi tnesses at
once.

You sat down prematurely, | need to ask you

all to stand and raise your right hand.

Wher eupon,

JI M LAZAR, KARL KARZNMAR, RONALD AMEN, MERTON
LOTT, M CHAEL PARVI NEN, and DONALD SCHOENBECK, havi ng
been first duly sworn, were called as witnesses herein

and were exam ned and testified as foll ows:

JUDGE MACE: Pl ease be seated.

I would ask you to introduce yourselves for
the record at this time. Please begin here.

MR. LAZAR: |'m Jim Lazar, consultant to
Publ i c Counsel

MR, KARZMAR: |'m Karl Karzmar, Manager of
Revenue Requirenents, Puget Sound Energy.

MR. AMEN. M nane is Ronald Anen, |'ma
consul tant for Puget Sound Energy.

MR. LOTT: M name is Merton Lott with the
energy staff of the Comm ssion

MR. PARVINEN: |'m M chael Parvinen with the

energy staff of the Commi ssion Staff.
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MR. SCHOENBECK: |'m Donal d Schoenbeck, a
consul tant here on behalf of the Northwest Industria
Gas Users.

JUDGE MACE: Thank you. M understanding is
that these witnesses have prefiled exhibits that have
been previously nmarked as 603-T, the joint testinony of
M. Karzmar, M. Parvinen, and M. Lazar, regarding the
revenue requirenent settlenent; 604, which is a joint
exhibit of those witnesses with regard to the revenue
requirenent; and 605, which is the joint, 605-T, the
joint testinony of M. Amen, M. Lott, M. Lazar, and
M. Schoenbeck with regard to the gas rate spread and
rate design settlenment. | understand that these
exhibits are going to be offered in evidence; is that
correct, Ms. Dodge?

MS. DODCE: That's correct.

JUDGE MACE: |s there any objection to the
adm ssion of these exhibits?

MR, CEDARBAUM  No, Your Honor, | would just
add to the offer by stipulation Exhibits 607 and 608,
which | placed on the Bench during the break.

JUDGE MACE: Thank you. And Exhibits 607 and
608 are the qualifications respectively of M. Karzmar
and M. Amen. | wll adnit those.

I think we are ready for questions fromthe
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Commi ssi oners at this point.

CHAl RMOMAN SHOWALTER: | want to hear a
little bit fromthe panel

JUDGE MACE: Sure, very well

CHAIl RWOMAN SHOWALTER: | think if one of you
would Iike to lead off with a basic statenment of what
this does, that would be hel pful

JUDGE MACE: We night want to start with the
revenue requirenent.

MR, KARZMAR: My nane is Karl Karzmar. Wat
this does is it reaches a settlement revenue requirenent
increase or a rate increase.

JUDGE MACE: M. Karzmar, |'mnot sure that
that's on, that mcrophone is on. Maybe you woul d want
to use that one.

Thank you.

MR. KARZMAR: What the settlenent does is
reach a conclusion that the total rate increase of the
5.77% that M. ffitch referred to a mnute ago increases
gas rates by $35,584,000, which is an anount that the
conpany and parties have deci ded woul d be sufficient.

CHAl RAOMAN SHOWALTER: | think it would be
hel pful if you want to give just | think the conpany's
overview, very short, of why you support the settlenent

and we hear somewhat sinmilar comments. W want to get
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sonething in the record to support your subm ssion of
the settl enent agreenent.

MR. KARZMAR: The conpany's revenue
requi renent was basically adjusted from what was
originally filed by a nunmber of itens that were agreed
to as part of the electric and common col |l aboratives,
whi ch included renoval of certain PEM costs from regul ar
costs and tinme of use costs and real tinme pricing costs
and expenses as well to the extent that those prograns
were going away. And so as a result of that, of course,
the noney wasn't required for those operating expenses.
Some of those expenses were noved to -- that are stil
going to be used were noved to be covered in a rider, so
they're not part of this settlenment. And the other
adj ustnents, nost of themhad to do with true ups of
what was actual versus what was estimated. It's a
pretty straightforward set of adjustnents that was nmade
to cone to the final revenue requirenment determ nation
i ncludi ng an adj ustnent that was agreed upon by al
parties to bring the settlenent to concl usion

JUDGE MACE: And these things that you have
just spoken of, they're represented in the joint
Exhi bits 603-T and 604; is that right?

MR. KARZMAR: That's correct.

JUDGE MACE: And the conpany adopts the
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1 information that's in those exhibits?

2 MR. KARZMAR: Correct.

3 COW SSI ONER HEMSTAD:  If | could ask a

4 guestion about the personal energy managenent costs, |'m

5 not grasping the connection of that programto the gas

6 side of the operations.

7 MR, KARZMAR: All of the personal energy

8 managenment costs have been rempoved as a result of --

9 COW SSI ONER HEMSTAD:  And what are those

10 costs? What did those costs include?

11 MR. KARZMAR: The costs woul d have incl uded
12 reading the nmeters nore frequently, using the AMR

13 system and those types of costs, additional plant that
14 woul d be required. So there are no expenses left in the
15 gas case for personal energy namnagenent at the operating
16 expense |evel.

17 CHAl RMOVAN SHOWALTER: Okay. But then maybe
18 we're | ooking at -- it says the supporting meno states
19 that renoving PEM costs increases the revenue

20 requirement by $5.3 MIlion; is that correct? And |'m
21 | ooki ng at page 4, line 15.

22 MR. KARZMAR:  Well, no, there's a nunber --
23 that's what it says, correct, but there are a nunber of
24 adj ustnents related to PEMand if -- and that was just

25 one of them and so there was that one adjustnent which
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i ncreased the revenue requi rement by $5,251,000. Then
there was -- and there was an adjustnent that was nade
prior to that to -- there were two adjustnents that were
made prior to that in reaching the stipul ated anmount
that went the other way, and so this is an offset to

t hose.

CHAl RMOVAN SHOWALTER: | see.

MR, KARZMAR: And when you add all the
separate adjustnments up for PEM you get zero.

CHAl RMOVAN SHOWALTER:  All right. But is the
-- | guess the question | have is, is renmoving the PEM
does renoving the PEM cost increase the revenue
requi renent or decrease it?

MR, KARZMAR: Renovi ng the PEM costs, all of
them that are tal ked about in here including those that
caused revenue requirenents to go up, reduce the revenue
requirement in total

CHAl RAOMAN SHOWALTER: Okay. | think it's
just a question of the offsets you're using.

MR, KARZMAR: They were goi ng both ways, and
this one happened to be going up, but the others went
down.

CHAl RWOVAN SHOWALTER: Al l right.

MR, KARZMAR: And so at the end of the day it

reduced the revenue requirenent.
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CHAl RMOVAN SHOWALTER: | have another. |'m
just going to junp around then. | think if somebody
el se wants to answer the question, that's fine too.
bel i eve anyway that Schedules 41 and 87 in the agreenent
have a bel ow average increase. Now, all right, that's
ny first question, M. Lott, maybe you can answer that
guestion and point nme to the place to | ook

MR. LOTT: No, | don't think that would be
correct. You said 41 and 87. | think that you will
find out that 87 got the highest percentage increase of
margin. Now they do get a bel ow average -- what m ght
| ook |Ii ke a bel ow average increase when you take gas
costs and put gas costs in there. A Schedul e 87
custoner like Seattle Steamis extrenely |arge, pays a
smal | amount of margin, and pays an awful |ot of gas
costs. So when you average in the gas costs with
Schedul e 87 custoners, you know, when you | ook at their
total bill, they get a 4% increase, 4% or 5% i ncrease.
| think Ron is actually |ooking at the page -- M. Anen
here is | ooking at the page that woul d show t hat nunber.
But the reason why it |ooks |ike they had a | ow
percentage increase is because their gas cost isn't
going up in this proceeding. But when you | ook at the
actual -- the increase for the costs that we're dealing

with in this proceedi ng, Schedule 87 got, what was it,
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48%@

MR, AMEN:  44%

MR, LOTT: 44%increase, so that actually
Schedul e 87 took the highest increase under this genera
rate case for the margin costs associated with it. Just
so you understand, when you go to a PGA, if you take the
| ast two PGA's where -- or the PGA's a couple of years
ago when the conmpany was increasing their gas costs, it
was Schedul e 87 that got the | argest increases
percentwi se in those proceedings. Wile the
residentials may have gotten a 20% i ncrease, the overal
rate increase for a Schedule 87 customer at that tinme
m ght have been 30% to 40% because of the huge
percentage of their costs that were gas costs. O
course, when the gas costs go down, they also get the
| ar gest percentage reduction in rates. And that's, you
know, tomorrow norning we will be making a presentation
on that very issue. So that's -- but that's exactly --
now on Schedul e 41 on margin, Schedule 41 actually got
slightly above average because they got the residual
average increase, so they got the margin increase the
same as the residential custonmers, the same as the RENS.

COW SSI ONER HEMSTAD:  And who is included in
the 417

MR, LOTT: 41 are the largest firm all firm
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custoners, so you take the large -- and the high
supposedly high | oad factor custoners. So these are the
| argest firmcustonmers who don't take interruptable
service. Interruptable schedules also can firmup a
portion of their schedule, but the 41's are |arge
custoners who have high |oad factor generally, who are
supposed to have high | oad factors, and therefore again
they have a |lot nore gas costs in their rates. And
t herefore when you | ook at the overall rate for Schedul e
41, it won't look like it increased as much as the
residential rate, but the cost that was being increased
in this proceeding, they got the sanme increase on
average as the residential class got, which again is
just slightly over the average because they got the
residual. They got the residual increase which was
slightly above average.

MR, LAZAR: It nmay be nobst useful to |Iook at
Appendi x 2 of the rate design appendi x.

JUDGE MACE: Would you state your nane.

MR. LAZAR: Jim Lazar for Public Counsel
Appendi x 2 -- Appendix 1 is several pages, three pages,
and then Appendix 2 is a one page exhibit to the -- then
the rate spread rate design, Appendix 2, to the
stipulation. Maybe if | pass my copy to the Bench so

you can find sonething that looks right, it will speed
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the process al ong here.

CHAl RMOVAN SHOMALTER: Okay, well, | nean
think |I understood M. Lott's answer. | don't know if
t he ot her conmi ssioners want nore expl anation

MR, LAZAR: Columm K shows the increase in
cents per kilowatt hours, cents per thermfor each
class, and that shows that the residential class got by
far the largest increase, and the other classes got
different increases. There's also a columm that shows
the percentage of nmargin increase for each class. And
that exhibit actually, | think, lays out the relative
i rpacts on each class nost clearly.

CHAl RMOMAN SHOWALTER:  Anot her questi on
have is that you got the concept of cost that all therns
bear and then a gas cost rate, and then in addition
there's a fixed charge or distribution charge. Am|l
correct on that? | nean are we -- there are now going
to be three conponents to the rate?

MR. LOTT: Your rate would include a basic
charge for residential and a nunber of other snmll
schedul es, and there would be a charge for delivery and
anot her commodity charge for the gas costs, but those
woul d be -- that would be just a cormodity charge. For
certain classes, which would include all the |arge

cl asses, Schedule 41 and all of the interruptable
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schedul es, there's also a demand charge.

CHAI RWOVAN SHOWALTER:  Okay.

MR, LOTT: So there's basically the three
ways that rates would be going up. 1In the |arge
custoners, there's a nunber of other possibilities.

CHAl RMOVAN SHOWALTER: My question actually
is, what is going to show up on the bill? |In other
words, will residential custoners see these? How nmany
conmponents will the residential custoners see on their
bill?

MR. KARZMAR: | believe what the residentia
custoner will see will be the nonthly custoner charge,
the delivery service charge, the other volume, metric
non-gas conponent of the rate schedule, and then the gas
cost conponent.

MR. AMEN: If fromtinme to time there is a
surcharge or a refund conponent to the gas cost as a
result of the reconciliation of gas cost, that piece
al so might be item zed on the bill itself.

CHAl RMOVAN SHOMWALTER:  All right. But for
the residential custonmer, there are going to be three
basi ¢ components to the bill?

MR. AMEN: That's correct.

COW SSI ONER HEMSTAD: Do you think the

typi cal residential customer will understand what those
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conponents are?

MR. AMEN: Well, | think custonmers are
becom ng nore and nore accustonmed to differentiating
between the utility service and the cost of the
compodity itself. And especially as commpdity prices
have fluctuated, as you well know, sonetinmes very
dramatically, it's inportant for the custoner to
under st and what portion of their bill is actually for
the gas commodity itself and what portion relates to the
utility service that they're receiving.

CHAl RMOVAN SHOWALTER: | don't know that you
answer ed Conm ssioner Henstad' s question, which is it
may be inmportant that they understand, but will they
understand? They are certainly getting used to | onger
utility bills in the different utility sectors.

MR. AMEN: M experience has been that it's
been nore comon for these kinds of additional detail to
be presented on utility bills and that custoners are
becom ng nore accustoned to seeing them

COW SSI ONER HEMSTAD: | suspect the conpany
will get a certain nunber of inquiries saying, well, are
these new charges that | didn't have before.

JUDGE MACE: Does the conpany intend to do
any education about this, any kind of explanation of the

billing if it's changed?
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MR. AMEN: Well, | understand as far as the
bill itself that the conmpdity has been separated on the
bill now for alnbst two years, so the custonmers have

seen this three part presentation

CHAIl R\OMVAN SHOWALTER:  Well, haven't they
seen a two part? Maybe |I'mwong, | thought there were
two parts now, the gas part and the rest. And now we're

going to have the rest is divided into two parts, right?

MR. LOTT: Madam Chai rwoman, | | ooked at --
now | just becane a gas custonmer again, but when | saw
sonmebody else's bill, they do show the customer charge

separate, and then they did show the gas cost separate,
which | was -- sonebody showed ne this, | think it was a
conplaint that | was getting, and I was saying, well
that's not in the tariff, you know. That was the first
question | had, that's not in the tariff. And then

went out and added up the two pieces, and so they had

t he custoner charge, and then they had two comuodity
rates, and, you know, they did add up to what was in the
tariff. So | saw, you know, sone custoners conpl ai ned,
didn't understand what this charge was for, and it
wasn't directly in the tariff, but the conpany had it
subdi vi ded by the gas costs simlar to what M. Amen was
proposing to actually do in their tariffs in this

proceedi ng and we're recommending to do in the tariffs
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in this proceeding.

CHAI RWOVAN SHOWALTER:  So codi fying current
practice?

MR. AMEN: Yes, that was one of the problens
ininterpretation of the tariff was that you had nunbers
essentially that didn't match what a custoner m ght see
on their bill

CHAIl RWOVAN SHOMALTER: Or the tariff
apparently?

MR. AMEN: Because the relationship between
the bundled rate in the tariff itself and then a gas
cost conponent and perhaps even a surcharge or refund
factor that all factored into the total rate.

CHAIl RWOMAN SHOWALTER: | don't have any nore
guesti ons.

JUDGE MACE: | would just like to turn
briefly to the two Staff witnesses. You have both
co-sponsored these exhibits, and you adopt them as your
testimony here today; is that right, M. Lott and
M. Parvinen, is that right?

MR. LOTT: | am sponsoring or joint
sponsoring, what is it, well, 606, which is the
settlenent, but 605-T.

JUDGE MACE: And M. Parvinen?

MR. PARVI NEN: Yes on Exhibits 603-T and
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Exhi bit 604.

JUDGE MACE: And would it be your testinony
that adoption of the settlenent agreenent is in the
public interest?

MR LOTT: Yes.

MR. PARVI NEN: Yes.

JUDGE MACE: Thank you.

COW SSI ONER HEMSTAD: | ndustrial Custoners,
are you generally, well, | take it you're generally
satisfied with the final settlenent since you're a
signer to it.

MR, SCHOENBECK: Yes, we are. We're actually
very satisfied. | think there's a critical elenment of
this settlenent that was extrenely inportant to us, and
that was that equalization of the delivery cost between
Schedul es 87 and 57.

COW SSI ONER HEMSTAD:  And what are they?

MR. SCHOENBECK: Schedule 87 is for |arge
sal es custoners. Schedule 57 is for transportation
custoners. Under the current rates, if you -- Schedul e
57 is a six block declining rate structure. The | ast
t hree bl ocks of Schedule 57 are for the exact sane
vol umes, apply the exact sane vol umes as Schedul e 57
sal es custoners. Under the existing rate structure,

there is atilt or a bias in favor of sales custoners.
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On the last block, the over 500,000 therm per nonth

bl ock, the sales charge was | ess than half a cent,
whereas for a transportation custoner, he was paying

al nrost 2 cents for each thermthat went through that

bl ock. And there was sinilar skewing an all the bl ocks
bet ween sal es and transportation service.

Under the settlenent, we now have precisely
the sane down to the fifth deciml point for the
delivery charge between sales and transportation
service. So the only difference then becones the
i ncrenental cost associated with the bal ancing charge
and the incremental cost associated with the customer
charge. So we're very pleased with this rate design in
this settlement.

JUDGE MACE: Very well, thank you very nuch,
you' re excused.

Is there anything further with regard to the
evidentiary portion of this proceedi ng?

MR, FFITCH: The only other matter, Your
Honor, would be the public testinobny exhibit that we
woul d intend to offer at the conclusion of the public
conment heari ng.

JUDGE MACE: Very well, we will wait unti
we' re done for that particular exhibit.

We have just concluded the evidentiary
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portion of the proceedi ng where we heard wi t nesses who
have spoken about the details of the settlenent
agreenent so that the Comm ssion can better understand
it, and now we're going to turn to the public hearing
portion of the proceeding, and this is that portion of
the proceedi ng where nenbers of the public can speak to
t he Commi ssion about their views of the settlenent
agreenent. And you've al ready heard described the terns
of the settlement agreement that has been filed by the
parties to this proceeding, and you have heard the
answers to the questions the Commi ssioners have asked.
A sunmary of the agreenent is available at the back of
the room Staff nenber Hansen back there has a copy of
the summary if you would like to reviewit if you
haven't al ready.

And so at this point, we will now begin to
take public conment. 1'mgoing to ask M. ffitch to
call on speakers as they have signed up, and he,
believe, has the sign in sheet, after | swear all of you
in collectively. And |I'"mgoing to ask you to speak
directly to the Comri ssioners. This is atime for you
to make your statenent. It's not a time for questions,
but rather just to state your views of the settlenent
agreenent. |'mgoing to ask you to speak clearly and

slowmy, try to relax, and I'mgoing to tinme you and ask
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you to hold your comrents to approxinmately three
mnutes. |f you have any questions after the public
hearing, there are Conm ssion Staff nenbers here, and
believe there are conpany representatives here who m ght
answer your questions.

Is that true, Ms. Dodge?

MS. DODCE: Yes, there are.

JUDGE MACE: And who is here fromthe conpany
t hat m ght answer questions fromthe public, if you
woul d i ntroduce them briefly?

MS. DODGE: Kinberly Harris, Vice President
Regul atory Affairs. She can designate others who are
here as well depending on the question

JUDGE MACE: Thank you.

M. ffitch.

MR. FFI TCH: Thank you, Your Honor

JUDGE MACE: Go ahead, | was going to swear
the witnesses in.

MR FFITCH  Sorry.

JUDGE MACE: Who are the individuals fromthe
public who will be speaking today?

If you woul d stand and raise your right hand.
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Wher eupon,
DOUGLAS DEFOREST,
havi ng been first duly sworn, was called as a wtness

herein and was exani ned and testified as foll ows:

JUDGE MACE: All right, please be seated.

MR. FFI TCH: Thank you, Your Honor. Just
briefly I will introduce myself. I'm Sinon ffitch,
Assistant Attorney General. |1'mwth the Public Counsel
section of the Attorney General's Ofice, and we are the
advocate for custoners of Puget Sound Energy, in
particul ar residential and small business custoners.

At this point, | will turn to the sign up
sheet, and we have just one nmenber of the public here to
testify, Your Honor, and at this tinme | will call Doug
DeForest to cone forward to the podium

Good evening, M. DeForest. | will ask you
to state your nane and spell your |ast nane for the
court reporter.

MR, DEFOREST: Thank you. Madam Chair,
Menbers of the Conmi ssion, my nane is Doug DeForest.

JUDGE MACE: Actually, M. DeForest, I'm
sorry to interrupt you, but | think you need to use that
m crophone, because |'mnot sure that the one at the

podiumis turned on.
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MR, DEFOREST: Thank you, my nane is Dougl as
DeForest. M last nane is spelled capital D, small e,
capital F, ORE-ST. | amthe Executive Oficer of the
O ynpia Master Builders. |'m speaking on behalf of that
organi zation, and |I'm here today for two purposes, and
they relate to sonething that you really haven't talked
about at all.

It's been interesting to ne to sit in on
t hese hearings and hear all the testinony about the
rates as far as they affect the public and no nmention at
all by M. ffitch or by anybody el se of the 15%
surcharge that is intended to be an increase in what we
woul d call the hookup fees for gas lines. |'mhere to
oppose that 15% tenporary increase. | have heard no
evi dence to suggest that.

I think you should know this, that follow ng
your electrical rate decisions, we were notified by the
conpany actually the day after that rate increase was
put into effect that the conpany at that tine agreed
t hat perhaps those proceedi ngs had gone faster than they
shoul d have gone and that we were not consulted. They
have agreed to withdraw the request for whatever changes
they have in mnd for a permanent increase and to neet
with our industry to discuss those changes, and | expect

we will do that at a | ater date.
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However, | see no supporting evidence to
support a 15% i ncrease, and | say why not 5, why not 50.
If there's no reason to have an increase at this time
that is given, then | suggest there's no reason to do so
and that the Comm ssion would be well advised to wait
until we have sone discussion with the industry and sone
agreenent on what mght be a fair increase.

| wanted to raise that issue in the context
of the bigger issue really, which is the nmethod by which
both the decision in this gas case and in the case of
the electric increase has been raised. Qite frankly,
the electrical increase as well as the prospects of this
i ncrease cane as a point blank surprise to our industry.
We were told that all parties were present to discuss
the subjects of gas and electric increases and
particularly the electric increase, and I would say al
parties were not present. We were not present, the
buil ding i ndustry. W nmay have been remi ss in that we
m ssed the public notice, but | have to tell you that
Puget Sound Energy is in, quite frankly, with so many
i ncreases at so nmany tines on so many occasions that
maybe we got a little bit lulled to sleep. Also, of
course, there have been no increases in electrical rates
since 1989, according to the conpany, and since 1995,

six years ago, on this matter. So if we weren't paying
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quite as close attention as we should have, the fault is
with us. Nonethel ess, the conpany did not notify us
that they were tal king about what particularly in the
case of electrical was substantial increases, nor did
the UTC staff raise any questions at all either.

And | would submit to you that really the
deci sions you made in the electrical case, of which
have sone know edge and | don't have any know edge about
the gas case, were so substantial that the UTC really
shoul d have asked the questions about what happens to
the custoners, what happens to the industry. Let ne
just tell you that as best we can figure it out in the
el ectrical case, you are tal king about approximately a,
let me do a point, of $850 per building lot. That's
cost. That translates into a cost of $4,200 at the
consuner level. | can run through the math for your
Staff if they so desire. | wll also tell you that the
el ectrical rate portion of it puts us in direct conflict
with several aspects of the Growth Managenent Act in
that it penalizes people for small lots and infilling,
and nunber two is it discourages the use of such devices
as pl anned residential devel opnents.

So in view of this situation, | would like to
make the foll owi ng request of the UTC. The first thing

is that we be provided with copies of all public notices
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on public hearings since Puget Sound Energy filed for
its rate increase, with particul ar enphasis on those
notices that directed our attention to the subject of
the increase in line extension costs; that is the costs
that affect the industry.

Secondly, a list of all neeting dates at
whi ch, quote, the parties to these agreenents were
invited and in which they discussed these cases. And
understand that in this case there were 6, and in the
el ectrical case there were 30. | don't know whet her
these agreenents are agreenments that are reached behind
cl osed doors. | would suspect those neetings are public
nmeetings. |If so, was there any notice of those public
nmeeti ngs? WAs anybody ever advi sed of when those public
neetings took place? | don't know what the opinion of
your |legal counsel is, but | certainly would like to
know if that is in full conformance with both the letter
and the intent of the Open Meetings Act. Certainly we
didn't know about any neetings and we were di scouraged
to find out.

Finally, | would Iike to ask that we be
advi sed of what steps it takes to be necessary to be
listed as an interested party or party of interest so
that in all future cases wherever our industry is

affected we will, in fact, be advised and can be there
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and be present. Because certainly, | don't know what
for sure about the gas case, but certainly in the case
of electrical interests, the best interests of the hone
buyi ng public were not served by your decision

Thank you very much. | will answer any
guestions you have.

CHAl RMOVAN SHOMALTER: Thank you. | don't
have any questions. | will nmake a couple of conments.
First, be sure that you connect up with Penny Hansen in
the back of the room You can get copies of any notices
that have been sent or posted by this agency or the
Commi ssi on in general

This is a contested case, which neans that
when Puget first requested its increase, there would
have been and was notice of the requested request for
increase. At the point at which it becane a contested
case, it's no longer subject to the Open Meetings Act.

It goes into a judicial node, and that too is noticed,
but at that point we act as judges. W haven't made any
decision yet. The parties then, there is an opportunity
to become a party, and at that point those are the
parties who are litigating and contesting the case in
front of us, and it's like a court case, not like a town
hall neeting. But you can find out nore about what

process there was from Ms. Hansen.
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As far as the future goes, you can al so get
on a list for certain topics, and then you will get
notice of those types of things. So |I think that she
woul d be able to answer a | ot of those questions.

As for what went on anong the parties, that
is not sonething we're privy to, because it is like
parties in a lawsuit. And you nmay want to talk to any
one of the |legal counsel here or their representatives
to |l earn about that process.

MR, DEFOREST: | appreciate your comments,
and obviously what I'mtrying to do is see that what
happened in the past doesn't happen again in the future
and to raise some subjects that | think that night be
val uable for the Uilities and Transportati on Comm ssion
to think about, particularly about whether or not, in
fact, they represented all the nenbers of the public or
only certain groups.

CHAl RMOVAN SHOWALTER: All right. W are
governed by |law, and because this was a contested case,
we have to foll ow the quasijudicial aspects of the | aw
in the way that we conduct the case. There is a Public
Counsel here whose job it is to represent the public.
Qur Staff is here to represent also the public interest.
But we do have individual parties who join cases, and

the Puget one did have 30 who sought to join the case.



2278

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Thi s one has fewer, but.

MR. DEFOREST: Well, | trust that M. ffitch
wi || have some conversation. Thank you.

JUDGE MACE: Thank you.

COW SSI ONER HEMSTAD: M. DeForest, 1 just
had a few nbore conmments again. In my recollection
there were nore parties in this proceeding than any one
that | have been privy to in alnpst ten years here.
There were 30, | think 32 parties.

CHAl RMOVAN SHOMALTER: On the electricity
si de, not the gas.

COW SSI ONER HEMSTAD: | know.

But your comments really were |argely
directed | think at the electric side. And the building
i ndustry to nmy recollection has not traditionally been a
participant in front of this Comm ssion in either our
open proceedings or as an intervener in one of the
contested rate cases. It may well be in the interests
of your industry to becone one. As | say, there were 32
different parties in the electric case, that's a huge
nunber, who were there | ooking after their interests.
And in a certain sense, those interests are what get
bar gai ned over, | suppose, in a settlenment environment.
I'"'mnot saying that as a defense but sinply as a

description of the process. And if you're not a party,
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wel |, then your way to have access is only in these open
sessions such as the public hearings we would hol d,
which is a quite limted opportunity.

MR. DEFOREST: | understand, and | appreciate
your comrents. And | know those 32, you know, include
such lumnaries as WrldCom and the City of Maple
Val l ey, there was a rather |large array, and | have read
the entire list. One of the reasons you have not had us
come before you in the past sinply is a matter of tinme.
No el ectrical increases since 1989, you know, that's a
long tine ago and -- but on ordinary cases of consuner
rates, that's not really within the purveyance of our
i ndustry, and therefore our testinony would be
irrelevant really when it cones to private citizens.

But the things that do affect our industry and do affect
t he hone buying public, and this case and the electrica
case are prinme exanples obviously, are sone concern

COWM SSI ONER HEMSTAD: But for a hei ghtened
| evel of involvenent, you m ght want to have sone
conversation with your |egal counsel and discuss the
matter of what it would cost you.

MR. DEFOREST: Oh, | plan to, that's why |
rai sed the i ssue. Thank you.

CHAI RMOVAN SHOWALTER: | had just one

question if any one of the counsel or others can answer
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it, and that is on this reference to the tenporary
feature, where is it in the settlenent agreenent?

MR. DEFOREST: |Is that all, Madam Chair?

CHAI RMOVAN SHOWALTER:  Yes, thank you.

MR. CEDARBAUM  Looking at Exhibit 606,
Exhibit A, which was the revenue requirenent exhibit,
attached to that is a proposed |line extension surcharge
tariff. That's the third page of the attachnments to
Exhibit A, and that is incorporated, that is referenced
earlier in the settlement document itself, but that's a
formtariff that the parties are proposing to inplenent
the |line extension surcharge that we have agreed to.

MS. DODGE: It's Paragraph 8 of the issue
agreenent for revenue requirenents that's behind that
tab A of Exhibit 606.

CHAI RWOVAN SHOWALTER:  Par agr aph 82

MS. DODGE:  Yes.

MR. CEDARBAUM  So taking Paragraph 8 on page
2 along with the attachnment that | have referenced woul d
be the |ine extension settlenent portion of our
agreenent .

CHAl RMOVAN SHOWALTER: We don't have any tabs
here, so it's hard to find things. That's all right, as
| ong as sonmeone up here on this side of the Bench has

found it, we can focus on it.
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M. ffitch.

MR. FFITCH: And, Your Honor, | may al so
refer you to page 9 of the joint testinobny on rate
desi gn.

CHAIl RWOMAN SHOWALTER:  Which joint testinony?

MR, FFI TCH: Excuse ne, on rate requirenent,
which is 603-T, and that addresses the |ine extension
portion of the settlenent in one paragraph

CHAI RWOVAN SHOWALTER: Al l right, thank you.

MR. FFI TCH:  Your Honor, | have no further
public witnesses on ny sign up sheet. | wll just
inquire at this time if any other nenbers of the public
have come to the hearing roomto speak to testify today?

Your Honor, seeing no one, | believe that
conpl etes the public comment list, and we don't tender
any other witnesses to the Commi ssion.

| have one other matter, which is to tender
copies of the witten comrents received on this matter.
This consists of copies of electronic nmail received in
the Commi ssion's Public Affairs Office, and | have
prepared an exhibit which you have preidentified as
Exhi bit 609, and | can provide copies of that to the
Bench.

JUDGE MACE: |f you would, please

MR, FFITCH: At this tinme, how many copies
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1 woul d you |i ke, Your Honor?

2 JUDGE MACE: | think we need five up here.
3 MR. FFI TCH: Thank you, Your Honor, we have
4 not hi ng further for Public Counsel.

5 JUDGE MACE: Do you request that this be

6 admitted into evidence?

7 MR. FFI TCH:  Yes, Your Honor, | do.

8 JUDGE MACE: Any objection to the adm ssion
9 of this exhibit?

10 I will admit Exhibit 609.

11 Is there anything further at this tinme?

12 Anyt hing further fromthe Comni ssioners?

13 Thank you very much, this neeting is closed.
14 (Proceedi ngs adjourned at 6:50 p.m)
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