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prage 6 of the exhibit. Now we're back in synch.

A. Hallelujah.

Q. Okay. Bottom of the page, line 20. You point out
that if these mechanisms are adopted, it will reduce the
company's risk, normally a consideration in the cost of equity
estimation; correct?

A. Yes.

Q. But if we turn the page, you state that you don't
propose an adjustment in this case, because there is a
commission order in that state -- and I'm paraphrasing here --
that says they want to wait for a three-year period for a

detailed evaluation; correct?

A. Not a commission order, a commission policy statement.
Q. Policy statement; all right. So --

A. Yes. But yes, with that clarification.

Q. All right. So that's the reason why you didn't make a

specific adjustment, basis point adjustment to your ROE in that

case?
A. Correct.
0. Right. It's not because of your own analysis of the

impact of decoupling on a cost of capital for Southwest?

A. I can't answer it yes or no, but I'll be quick. My
point was in Arizona and my point today is that I do believe
decoupling is risk-reducing. But it's more than one way to

recognize it.
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The most direct way to recognize it is to reduce the
return on equity because of the fact that you're transferring
some risk from rate payers, of the stock with rate payers.
Another way, as was done in Arizona, and I perceive to be the
Staff wish in this case or Staff's position in general, is that
input decoupling, see how it works and then revisit it later.
That's how I see it in Arizona. That's how I see it here.

0. All right. Now, except for this Arizona case, none of
these pieces of testimony where you've addressed decoupling, in
none of those cases did you recommend to the regulatory

commission that it wait and see what happened with decoupling;

correct?
A. That's correct.
Q. All right. And you were recommending in every one of

those cases that the impact be recognized immediately in the
rates that would become effective following the completion of
the rate case; correct?

A. Right. But -- and that's a key word. Those were in
connection with a rate case and this is not.

Q. And can you explain why in those cases you recommended
that the adjustment be incorporated in rates and adopted
immediately with the effective date of the raise?

A. Sure. In brief words here, because decoupling was
being implemented in connection with a general rate proceeding

of the company, where all the company's rates were being





