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Exhibit E
PROPOSED ORDER
BEFORE THE 
WASHINGTON UTILITIES & TRANSPORTATION COMMISSION

	In the Matter of the Petition of

PUGET SOUND ENERGY, INC.

For a Determination of Emissions Compliance and Proposed Accounting Treatment For the Mint Farm Energy Center; or, Alternatively For an Accounting Order
	
Docket No. UE-08________

ORDER (PROPOSED)


BACKGROUND
 AUTONUM 
On November 24, 2008, in accordance with RCW 80.80.060(5), proposed WAC 480-100-405 thru 480-100-435
 and WAC 480-07-370(b), Puget Sound Energy, Inc. ("PSE" or the "Company") filed a petition for an order determining that its newly acquired Mint Farm Energy Center ("Mint Farm") complies with the greenhouse gases emissions performance standards in Chapter 80.80 RCW, Greenhouse Gases Emissions, and approval of proposed deferred accounting pursuant to RCW 80.80.060(6) and WAC 480-100-435.  The proposed accounting addresses the fixed and net variable cost components of Mint Farm that will be incurred prior to entry of final Commission order that adjusts all the Company’s power costs (“next rate proceeding”).  The Company’s Petition also provided notice, as required by WAC 480-100-435(2)(a), of PSE’s intent to defer the costs of Mint Farm.

2.
PSE requested in its Petition that the Commission take the following action: 

(a) Determine that Mint Farm complies with the greenhouse gases emissions performance standard, including a determination that the resource is baseload electric generation and;

(b)
Approve the proposed deferred accounting methodology detailed in its Petition.  

3.
In the alternative, in the event the Commission determines that Mint Farm is not eligible for deferral accounting under RCW 80.80.060(6), PSE requested in its Petition that the Commission issue an accounting order, in accordance with WAC 480-07-370(b), that authorizes the deferred accounting treatment detailed in its Petition related to the fixed and net variable cost components of the Mint Farm facility that will be incurred prior to entry of a final Commission order in the Company’s next rate proceeding.
4.
PSE describes the Mint Farm Energy Center as a modern, 311-megawatt (MW) (nominal) natural gas-fired combined cycle combustion turbine plant.  The Mint Farm has a baseload capacity of 250 MW plus 37 MW of duct fire capability, and PSE states that the machine is clean, quiet, well designed, and in near new condition.  Under emergency circumstances, an incremental 14 MW can be produced through steam augmentation.  The generating facility is situated on approximately 11.42 acres of land located within the Mint Farm Industrial Park in Longview, Washington.  

5.
PSE states that Mint Farm is designed and intended to provide baseload electric generation.  Output from Mint Farm is expected to represent a significant part of the backbone of PSE's resource base and will be utilized to meet baseload, daily and seasonal peaking.  PSE also states that the new facility will also provide increased certainty related to modeling and determination of PSE's future resource needs and supply alternatives and is an important component of PSE's long-term electric portfolio management strategy.   
A.
Compliance with Emissions Performance Standard

6.
PSE provides detailed plant information and information required by WAC 480-100-415.  See Petition at ¶7 and Exhibits A and A-1 to PSE’s Petition.  Additionally, PSE has committed to providing the Commission supplementary documents as they are made available to the Company after closing.  Exhibit A-1 to the Petition contains calculations of greenhouse gas emissions and average greenhouse gas emissions per MWh during the time period January through September 2008.  The calculated result is 1,056 lb/MWh, which meets the greenhouse gas emissions standards, RCW 80.80.040.  PSE anticipates that the plant will be operated more efficiently in future years and that greenhouse gas emissions per MWh will be significantly less when PSE owns and operates the plant.
B.
Requested Deferred Accounting Methodology
Fixed Cost Components

7.
The Company proposes in its Petition to defer the fixed cost component of the operation and maintenance expense, depreciation, taxes and cost of capital invested in rate base associated with Mint Farm as a regulatory asset in account 182.3, Other Regulatory Assets, and credit the appropriate FERC account, commencing with the plant acquisition date and ending with the effective date of new rates going into effect as a result of the Commission's order in the Company's next rate proceeding.  PSE proposes that, during this period, such operation and maintenance expense, depreciation, taxes and cost of capital invested in rate base,
 be based upon the twelve-month period ending December 2009, currently estimated to be an annual amount of $45.2 million as shown in Exhibit B to PSE’s Petition.  PSE further proposes that one-twelfth (1/12th) of such amount be deferred each full month and that the pro-rata portion of such amount be deferred for partial months.  Should the plant acquisition date be a date other than December 2008, the twelve month period to use for calculating the deferral will be adjusted accordingly.  If new rates are not yet in effect following December 2009, PSE proposes that the fixed cost recovery for that time period be based on the twelve month time period ending with the expected date for the implementation of new rates from the next rate case filing.
Variable Power Cost Components

8.
PSE proposes that the actual variable costs of fuel, fuel transportation, and electric transmission be deferred until new rates go into effect as a result of the Commission's order in the Company's next rate proceeding, as a regulatory asset in account 182.3, Other Regulatory Assets, with the offsetting credit being recognized in the appropriate FERC account.  PSE currently estimates such costs to be, for the twelve-month period ending December 31, 2009, an annual amount of $49.1 million as shown in Exhibit C to the Petition, based upon a run of AURORA from the Company's rebuttal filing in the 2007 general rate case, Docket UE-072300 et al..  PSE proposes to offset these costs by crediting the variable cost deferral with the hourly market price of power used to determine the current baseline rate proposed per PSE's 2007 general rate case rebuttal filing dated July 3, 2008.  This offset would be calculated based on the forecast purchased power costs included in current rates and would be a credit to the 182.3 deferral account and a charge to Account 555, purchased power.  This charge to Account 555 will be included in the monthly PCA true-up calculation as a power cost.  PSE points out that this approach for determining the amount of deferral for variable costs plus offsetting the credit for market purchases avoided is based on the same logic that is used when new resources are acquired and put into rates—the baseline rate is increased by the PCA variable costs (fuel, gas transportation and wheeling) for the new resource and reduced by avoided market purchases or increased market power sales.  PSE adds that this deferral accounting provides the customer an offset for the market power purchases built into current rates that will not be incurred during the deferral period.

9.
In addition to the credit associated with market power, the Company also proposes that the deferral of net variable costs be offset by any over recovery of power costs under the PCA mechanism true-up prior to the implementation of the 100% over recovery sharing band being allocated to the Company.  PSE states that this credit would be calculated by tracking the total over and under recovery of power costs from the date of acquisition until Mint Farm is included in rates and if that balance shows an over recovery of power costs, that amount would be credited to the 182.3 deferral account up to the amount of deferred net variable costs associated with Mint Farm.  The offsetting charge would be recognized in the appropriate FERC account.  Any over collection of power costs in excess of the total net deferred variable costs would then be subject to the normal PCA sharing bands starting with the first $20 million band for over recovery being allocated to the Company.  In Exhibit D to its Petition, PSE provides an example of how this portion of the credit mechanism would work, assuming (1) an under collection of power costs and (2) an over collection of power costs during the deferral period.
10.
PSE proposes that deferral of the total net variable costs as described above commence with Mint Farm’s acquisition date and end with the effective date of new rates going into effect as a result of the Commission's order in the Company's next rate proceeding. 
Schedule G

11. 
PSE’s proposal for fixed and variable cost deferral would eliminate the true-up under Schedule G for Mint Farm during the deferral period.  PSE states that the temporary elimination of Schedule G for Mint Farm is required so that the Company can defer these costs until the resolution of its next rate case, and to meet the deferral provisions of RCW 80.80.060(6).  
Accrual of Interest

12.
PSE proposes to accrue interest on such deferred amounts in account 182.3 at PSE's authorized net of tax rate of return for the period, seven percent (7%), per the Partial Settlement Re: Electric and Natural Gas Revenue Requirements and Order 12 in the Company's most recent general rate case, Docket UE-072300 et al., commencing with the initial recognition of deferred costs and ending with the effective date of new rates going into effect as a result of the Commission's order in the Company's next rate proceeding.
Amortization

13.
PSE proposes that such deferred amounts, plus accrued interest, should then be amortized over three years, or over an appropriate time to be determined in the next rate proceeding, beginning on the date new rates become effective in the next rate proceeding.  PSE further proposes that in its next rate case, when final amortization amounts are confirmed and amortization is set to begin, the deferral amount plus accrued interest shall be included in ratebase and interest deferral cease, much like and consistent with the treatment afforded in Docket No. UE-060539, in connection with the $89 million capacity reservation charge paid to Chelan County Public Utility District and in Docket No. UE-070533, in connection with the $120 million purchase of the Goldendale Generating Facility.
FINDINGS AND CONCLUSIONS
14.
PSE is engaged in the business of furnishing electric and gas service within the state of Washington as a public service company and is subject to the jurisdiction of this Commission.

15.
On November 24, 2008, PSE filed with the Commission a petition for a determination of emissions compliance or, alternatively, for an order regarding accounting treatment related to the fixed and net variable cost components of the Company’s Mint Farm Energy Center (“Mint Farm”)
16.
The Mint Farm complies with the greenhouse gases emissions performance standards in Chapter 80.80 RCW.

17.
The accounting treatment methodology proposed in the Petition is reasonable and in the public interest, and should be approved. 
18.
The prudence of PSE's acquisition of Mint Farm and PSE's proposed ratemaking treatment are to be addressed in the Company’s next general rate case.
DETERMINATION AND ORDER

WHEREFORE, THE COMMISSION HEREBY:
19.
Determines that the Mint Farm facility complies with the greenhouse gases emissions performance standards in Chapter 80.80 RCW.

20.
Approves the accounting treatment requested in PSE's Petition dated November 24, 2008, with respect to PSE's costs related to the acquisition of PSE's Mint Farm Energy Center ("Mint Farm"). 
21.
Authorizes PSE to begin deferral of the fixed and net variable costs, commencing with closing date of PSE's acquisition of Mint Farm and ending with the effective date of new rates going into effect as a result of a final order in the Company’s next rate proceeding. 
22.
It is further ordered that Schedule G is eliminated during PSE’s deferral period. 

23.
PSE shall accrue interest on the deferred amounts in account 182.3 at seven percent (7%), commencing with the closing date of PSE’s acquisition of Mint Farm and ending with the effective date of new rates going into effect as a result of a final order in the Company’s next rate proceeding.

24.
The deferred amounts, plus accrued interest, shall be amortized over three years in account 407.3, Regulatory Debits.  
25.
This order shall in no way affect the authority of this Commission over rates, services, accounts, evaluations, estimates, or determination of cost or any matters whatsoever that may come before it, nor shall anything herein be construed as an acquiescence in any estimate or determination of costs claimed or asserted.

26.
The Commission retains jurisdiction over the subject matter of the Petition and PSE to effect the provisions of this order.

DATED at Olympia, Washington, and effective this _____ day of ___________,  _____.




MARK H. SIDRAN, Chairman





PATRICK J. OSHIE, Commissioner





PHILIP B. JONES, Commissioner

� On November 14, 2008, the Commission issued General Order No. R-553 in Docket UE-080111, adopting WAC 480-100-405 thru 480-100-435 and establishing an effective date of December 15, 2008.





�  The Company's outside auditors have indicated that the deferral of equity portion of the capital invested in rate base will not be recognized for financial reporting purposes until the actual recovery is approved and collected in rates.  For regulatory purposes the Company would recognize the regulatory asset and a credit to interest income associated with the equity return deferred, plus associated interest; but for financial purposes the Company would reserve for this deferral by crediting a miscellaneous liability and charging interest income.  This financial entry reduces reported net income until the deferral is allowed in rates. 
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