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In this letter PSE again requests that the Commission consider the Decoupling dockets and ERF 
dockets at the April 25, 2013 open meeting and allow the tariffs to go into effect on May 1, 2013.  
Alternatively, assuming a global settlement is filed with the Commission in March as 
anticipated, PSE requests that the Commission consider all dockets included in the Global 
Settlement together.  Although PSE believes there is no reason to suspend the ERF and 
Decoupling tariffs as stand alone dockets, PSE does not object to the suspension of the ERF 
dockets and Decoupling dockets to facilitate the Commission's review and deliberations of the 
Global Settlement.  However, this review of the Global Settlement can be concluded by May 1, 
2013.  PSE provides proposed procedural schedules with and without settlement in Section III of 
this letter. 

Additionally, this letter provides relevant background information the Commission should 
consider in choosing a reasonable procedural path for these dockets.  First, this letter reviews the 
Commission's instructions to PSE and stakeholders regarding its interest in (i) decoupling, (ii) an 
expedited rate filing, and (iii) creative proposals to break the pattern of frequent rate cases.  It is 
this language in the Final Order of PSE's 2011 general rate case that led to the filing of the 
Decoupling and ERF dockets, and the anticipated filing of a Global Settlement.   

Second, this letter reviews the significant opportunity for investigation that has been afforded 
parties and stakeholders, and the continued opportunities that are available for investigation and 
input on these dockets.  Given these opportunities for discovery and investigation, the May 1, 
2013 effective date is reasonable. 

Third, this letter documents the calculated strategy of delay in which certain stakeholders have 
engaged—both before and after the filing of the ERF and Decoupling dockets.  They chose not 
to meaningfully engage in collaborative sessions prior to the filing of the ERF, which has always 
been intended to be an expedited filing.  They have resisted offers to meet since the filing of the 
ERF and the modified Decoupling dockets.  Although PSE and Commission Staff offered six 
potential meeting dates in March for technical/settlement conferences to discuss the ERF, the 
amended Decoupling dockets and the Global Settlement, stakeholders refused to meet prior to 
April.  Certain stakeholders have expressed a preference to take depositions and submit written 
discovery on the proposed global settlement and the ERF dockets, rather than obtaining this 
same information through technical/settlement conferences.   

Stakeholders have been afforded sufficient opportunities to investigate these proposed 
mechanisms, and it is reasonable for the Commission to take action on these dockets by May 1, 
2013.   

II. Background 

A. The Commission's Discussion of Decoupling, ERF and a Global Resolution 

The Commission expressed its interest in, and willingness to further consider, both a decoupling 
proposal and an expedited rate filing in the Final Order in PSE's 2011 general rate case. With 
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respect to the decoupling mechanism, the Commission anticipated that the NW Energy Coalition 
("the Coalition") and PSE might work together and bring forth such a proposal. 2   

With respect to the expedited rate filing, the Commission anticipated that Staff and PSE would 
meet to confirm the form of the ERF filing.  Even more importantly, in the Final Order the 
Commission encouraged PSE, Commission Staff and others to look for broader solutions to 
break the pattern of frequent general rate case filings.   

If PSE accepts Staff’s invitation “to meet with PSE to confirm 
mutual expectations” for a filing along the lines Staff suggests, 
or the Company on its own initiative makes such a filing, we 
certainly will give it fair consideration.  Alternatively, Staff and 
PSE may enter into a broader discussion with other interested 
participants in the regulatory process and bring forward for 
consideration specific proposals that may satisfy a range of both 
common and diverse interests.  In this connection, the 
Commission would be particularly interested in proposals that 
might break the current pattern of almost continuous rate cases.  
This pattern of one general rate case filing following quickly 
after the resolution of another is overtaxing the resources of all 
participants and is wearying to the ratepayers who are 
confronted with increase after increase.   This situation does not 
well serve the public interest and we encourage the development 
of thoughtful solutions.3 

This is precisely what PSE and Commission Staff have attempted to do in crafting a settlement 
of the Centralia PPA docket that includes recommendations regarding ERF and the decoupling 
proposal, along with a proposed general rate case stay out period.  Ironically, it is these efforts to 
mold a global resolution of outstanding issues about which certain stakeholders now complain.   

B. Stakeholders Have Been Afforded Significant Opportunity For Process  

1. Decoupling 

The Commission has extensively reviewed decoupling proposals, both for PSE and other 
regulated utilities, over the past two decades.4  Beginning in April 2010, the Commission 

                                                 
2 WUTC v. Puget Sound Energy, Inc., Dockets UE-111048 and UG-111049, Order 08, n. 617 (May 7, 2012) ("The 
Commission remains open to proposals for a full decoupling mechanism, even to one that may vary somewhat from 
what is described in our Policy Statement.").   
3 Id. ¶507.   
4 In 1991, the Commission approved a decoupling program for Puget Sound Power & Light Co.  See Docket UE-
901183, Third Supplemental Order (April 10, 1991).  This decoupling program lasted for six years.  Since 2005, the 
Commission has engaged in several proceedings in which it analyzed decoupling.  In 2005, the Commission 
conducted a rulemaking to consider decoupling mechanisms.  Rulemaking to Review Natural Gas Decoupling, 
Docket UG-050369 (March 14, 2005).  In 2006, the Commission considered natural gas decoupling mechanisms 
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undertook an inquiry as to whether it should adopt new or modified regulations or otherwise 
adopt policies to address declines in revenues due to utility-sponsored conservation or other 
causes of conservation.  The Commission received extensive and detailed comments, sponsored 
two work sessions, solicited and received further comments, and ultimately issued its Decoupling 
Policy Statement.5 

Most recently, the Commission reviewed a proposal for full decoupling, proposed by the 
Coalition, in PSE’s 2011 general rate case.  In that case, the Commission issued Bench Request 
No. 3, which broadly required Commission Staff to “examine full decoupling as an option for 
PSE,” and invited other parties to respond also.6  Parties engaged in significant discovery, cross 
examination, and briefing on the decoupling proposal.  In its final order in that case, the 
Commission determined that the Coalition’s proposal largely followed, and was consistent with 
the purpose of, the Commission’s Decoupling Policy Statement; however, the Commission 
declined to require PSE to implement full decoupling in the face of PSE’s opposition.7 

After the conclusion of the 2011 general rate case, PSE and the Coalition worked together to 
refine decoupling mechanisms that were filed in October 2012.  Since the filing of the 
decoupling petition, PSE, the Coalition, Commission Staff, and other stakeholders have been 
engaged in a process of formal and informal discovery, including two technical workshops 
hosted by the Commission on November 8, 2012, and January 15, 2013.  Stakeholders in this 
process had an opportunity to gain a deeper understanding of the proposal and have shared their 
views and concerns regarding the decoupling proposal.  These discussions highlighted 
opportunities for broader agreement between PSE, the Coalition, and Commission Staff.  As a 
result, PSE and the Coalition filed an amended petition on March 1 that is supported by 
Commission Staff and incorporates input received at the January 15, 2013 technical conference.   

2. Expedited Rate Filing 

The Commission also considered the merits of a proposed expedited rate filing mechanism in 
PSE's most recent general rate case and commented favorably on the proposal.  Commission 
Staff proposed an expedited rate filing to address regulatory lag experienced by PSE.  As the 
name indicates, this expedited rate filing was intended to be an expedited true up of costs that 

                                                                                                                                                             
proposed in PSE’s general rate case and in an accounting petition filed by Avista.  The Commission declined to 
implement PSE’s natural gas decoupling mechanism, determining that PSE did not need any further motivation to 
undertake conservation.  See WUTC v. Puget Sound Energy, Inc., Dockets UE-060266 and UG-060267, Order 08 
(January 5, 2007), ¶¶65-66.  In contrast, the Commission approved Avista’s decoupling mechanism and authorized a 
three-year pilot decoupling mechanism for Cascade Natural Gas Corporation.  See In re Petition of Avista Corp. for 
an Order Authorizing Implementation of a Natural Gas Decoupling Mechanism and to Record Accounting Entries 
Associated With the Mechanism, Docket UG-060518, Order 04 (February 1, 2007); WUTC v. Cascade Natural Gas 
Corp., Docket UG-060256, Order 05 (January 12, 2007).     
5 See In re WUTC Investigation into Energy Conservation Incentives, Docket U-100522, Report and Policy 
Statement on Regulatory Mechanisms, including Decoupling, To Encourage Utilities To Meet or Exceed Their 
Conservation Targets (Nov. 4, 2010). 
6 See generally, WUTC v. Puget Sound Energy, Inc. Docket Nos. UE-111048 and UG-111049 (consolidated). 
7 Id., ¶¶453, 455. 
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would occur within a few months after the Commission entered the Final Order in the 2011 
general rate case.  Parties undertook discovery on the proposal, cross-examined Staff witness 
Ken Elgin, and responded to the proposal in their briefs.  The Commission commented favorably 
on the proposal, and as discussed above, encouraged PSE and Commission Staff to meet to 
confirm mutual expectations for the filing.8 

PSE began meeting with interested parties in June 2012, one month after the Commission 
entered its Final Order.  PSE met with interested stakeholders on four occasions in June, July, 
September and October 2012.  Experts and consultants of the stakeholders participated in the 
meetings and in the communications about the proposal.  See Attachment A to this letter.  The 
proposal presented in September and October closely followed the ERF proposal outlined in Mr. 
Elgin's testimony.9  It is based on the Commission basis report, includes restating adjustments 
only, does not adjust the rate of return, and utilizes the rate spread and rate design from the most 
recent general rate case.  Attachment B to this letter is the proposal provided to stakeholders in 
September 2012.  PSE met with Commission Staff in January to confirm mutual expectations for 
the filing—and particularly to discuss the interaction between the ERF and PSE's modified 
Decoupling proposal.  On February 1, 2013, PSE filed its ERF tariffs, the mechanics of which 
were nearly identical to the ERF proposal presented to stakeholders in the fall of 2012.  Although 
PSE asked for tariffs to go into effect April 1, 2013, stakeholders waited until March 8 to 
undertake any discovery relating to the ERF.   

Significantly, the ERF proposed by PSE differs in one important respect from the proposal made 
by Mr. Elgin.  It is not an ongoing mechanism that will adjust rates annually as proposed by Mr. 
Elgin.10  Instead, it is a one-time rate adjustment that will true up costs and expenses prior to the 
commencement of the decoupling proposal.  The limited role the ERF will have going forward 
should allay concerns of stakeholders who view this mechanism as a multi-year rate adjustment 
tool.   

3. The Global Settlement Is Proper and Consistent with the Commission's 
Expressed Preference 

On January 15, PSE presented a revised Decoupling proposal to stakeholders at a technical 
conference hosted by the Commission.  On January 22, PSE filed its Petition for Reconsideration 
of the Final Order in the Centralia Coal Transition PPA docket.  With these developments, PSE 
and Commission Staff met to determine whether there was an opportunity to resolve these 
pending dockets, and the soon to be filed ERF docket, in a manner that would allow PSE to delay 
the filing of general rate cases, as suggested by the Commission in the Final Order.  PSE and 
Commission Staff reached an agreement in principle that would achieve these goals.  In light of 
these developments, Commission Staff requested more time to file a response to PSE's Petition 
for Reconsideration, and stated its intention to work with other stakeholders to see if the larger, 

                                                 
8 Id., ¶507.   
9 See Testimony of Kenneth L. Elgin, Exhibit No. KLE-1T, p. 81, Docket UE-111048 and UG-111049.   
10 Mr. Elgin's proposal anticipated two expedited filings between fully contested rate cases.  See id, pp.81-82. 



Mr. Steven V. King 
March 12, 2013 
Page 6 

 

global resolution that the Commission had requested in PSE's 2011 general rate case could be 
accomplished.   

Surprisingly, PSE and Staff's efforts to carry out the direction set forth by the Commission in its 
recent Final Order have elicited vociferous protests and allegations of rule violations and 
sanctionable behavior.  However, the proposed global resolution and the discussions surrounding 
it are entirely appropriate, and the Commission should reject meritless arguments to the contrary.  
First, there is no legal prohibition against parties proposing a settlement to a Commission final 
order that has been challenged and such settlements have occurred in the past.11  Second, there is 
no legal prohibition against settling open dockets—including dockets that have not been 
converted to adjudicative proceedings—in conjunction with the settlement of other adjudicative 
proceedings.  For example, the 2001 settlement of PSE's general rate case included settlement of 
a completely separate docket—a complaint filed by Public Counsel related to the residential 
exchange credits.12  Third, there is nothing improper about PSE and Staff meeting to discuss the 
Decoupling dockets or the proposed ERF dockets.  In fact, the Final Order encouraged such 
discussions.   

C. Delay Should Not Be an Acceptable Strategy 

The Commission should reject certain stakeholders' pleas for more time to investigate the 
Decoupling Docket, the ERF docket and the global resolution.  These stakeholders knew that the 
Commission had encouraged these filings, yet they chose to delay their investigation.  The 
Commission should not tolerate this strategy of continued delay. 

As discussed above, the Commission has thoroughly reviewed decoupling in general and for PSE 
in the past decade, and particularly over the past three years.  The Decoupling dockets were filed 
in October.  There have been technical meetings to discuss elements of the proposal and PSE 
modified the proposal to reflect input received from stakeholders.  Stakeholders have engaged in 
discovery with respect to decoupling proposals, both during PSE's 2011 general rate case and 
over the past four months.  Stakeholders continue to have the opportunity to meet with PSE, 
Staff, and the Coalition to discuss the proposed decoupling prior to the tariff effective date of 
May 1, 2011. 

Similarly, stakeholders had significant opportunities to investigate the ERF proposal prior to the 
filing, but they chose not to do so.  PSE began working with stakeholders and their consultants in 
June 2012, discussing the proposed filing.  PSE revised the ERF proposal in September based on 
stakeholder input.  Stakeholders provided no feedback on the proposed methodology and chose 
to ignore the proposal last fall.  PSE has filed a proposal that is substantively identical to the 
proposal presented to stakeholders and described in Commission Staff testimony in 2011.  Had 
                                                 
11 For example, in the recent CenturyLink/Qwest merger, the Commission and CenturyLink engaged in settlement 
discussions after CenturyLink's appeal of the Final Order.  See Joint Application of Qwest Communications 
International, Inc. and CenturyTel, Inc. for Approval of Indirect Transfer of Control, Docket UT-100820. 
12 See WUTC v. Puget Sound Energy, Inc., Dockets UE-011570 and UG-011571, Twelfth Supp. Order, (June 20, 
2002) ¶ 12; See also Air Liquide America Corp. v. Puget Sound Energy, Inc., Dockets UE-001952 and UE-001959, 
11th Supp. Order (April 5, 2001)(resolving numerous pending disputes between PSE and industrial customers).   
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stakeholders engaged meaningfully in the discussion last summer and fall, they would have had 
plenty of time for review.  This disregard of the proposed filing was at their peril; all parties were 
on notice that the ERF was intended to be filed, reviewed and approved on an expedited basis.   

This strategy of delay has continued after the filing.  In February 2013, PSE and Commission 
Staff invited stakeholders to meet for a technical/settlement conference to discuss the proposed 
global resolution.  PSE offered four dates for the meetings—March 1, 4, 6, and 8.  Certain 
stakeholders ignored or declined all the suggested dates.  On March 4, Commission Staff offered 
two additional dates—March 14 and 18.  Again, these stakeholders declined to meet in March, 
instead expressing a preference for formal discovery over technical conferences and proposing 
meeting dates of April 4 and 11 for an "Issues Conference"—but only if PSE responded to all 
discovery within five business days.  ICNU also declared its intention to depose Deborah 
Reynolds on April 2, rejecting the opportunity to obtain information expeditiously and 
collaboratively.   

In sum, stakeholders will have been afforded due process with a May 1, 2013 tariff effective 
date.  The Commission should move forward with these dockets expeditiously, as recommended 
by PSE in the proposed procedural schedule below. 

III. Proposed Procedural Schedule  
 

1. Decoupling Procedure Without Settlement 

 October 25, 2012: Decoupling Petition filed 

 November 8, 2012: First Technical Conference 

 November 2012:  First data requests issued13 

 January 15, 2013: Second Technical Conference 

 March 1, 2013:  Amended Decoupling Petition filed14  

 April 11, 2013:  Comments due  

 April 25, 2013:  Open Meeting presentation and deliberation 

 April 29, 2013:  Recessed Open Meeting if necessary 

 May 1, 2013:  Tariffs in effect 

                                                 
13 Public Counsel and Staff issued their initial data requests in November.  ICNU issued its initial data request on 
January 21, 2013.  No other parties have issued data requests as of this date.   
14 The amended decoupling petition incorporates input received from stakeholders. 
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2. ERF Procedure Without Settlement 

 June 28, 2012:  First Stakeholder Meeting re ERF 

 July 16, 2012:  Second Stakeholder Meeting re ERF 

 September 27, 2012: Third Stakeholder Meeting re ERF 

 October 11, 2012: Fourth Stakeholder Meeting re ERF 

 February 1, 2012: ERF filed 

 February 20, 2012: First data requests issued 

 April 11, 2013:  Comments due 

 April 25, 2013:  Open Meeting presentation and deliberation 

 April 29, 2013:  Recessed Open Meeting if necessary 

 May 1, 2013:  Tariffs in effect 

3. Global Resolution of Several Open Dockets (assuming settlement of all dockets filed) 

 January 22, 2013:  Petition for Reconsideration of Centralia PPA filed by PSE 

 March 4, 2013:  Proposed terms of settlement provided to stakeholders 

 Mar. 1, 4, 6, 8, 14, 18 Proposed dates for Settlement/Technical Conference15 

 March 19   File Global Settlement 

 March 21, 2013:  ERF/Decoupling suspended to facilitate deliberation 

 March 23   Date by which to file testimony supporting Settlement 

 April 4   "Issues conference" proposed by NWIGU/ICNU/PC  

 April 11, 2013  Testimony responding to settlement due 

 April 18, 2013:  Settlement Hearing 

 April 30, 2013:  Final Order  

                                                 
15 These six dates in March were offered to stakeholders for technical/settlement conferences.  Stakeholders 
declined, preferring to tentatively hold "issues conferences" on April 4 and 11.   
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