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PSE Data Request No. 043 to WUTC Staff: 
Regarding Exhibit No. DCP-3, page 2, line 36, columns G and H.    
 
Please explain Mr. Parcell's rationale for removing the cost of reacquired debt from his cost 
of long-term debt calculation. 
 
 
RESPONSE:   
 
Mr. Parcell did not intentionally remove the cost of reacquired debt in his cost of long-term 
debt calculation.  In preparing his cost of long-term debt calculation, as shown in Exhibit 
No. DCP-3, page 2, Mr. Parcell utilized the electronic version of Exhibit No. DEG-10C, 
page 5.  It was Mr. Parcell’s intention to modify the cost of long-term debt in rows 32 and 
33 (columns C and G), plus add a new row to reflect the impact of reducing the hypothetical 
common equity ratio from 48% to 45% and reflecting the difference as additional imputed 
long-term debt at a cost rate of 5.757%.  In the process of preparing Exhibit No. DCP-3, row 
36 was inadvertently altered and the $1,113,977 of “Annual Charge on Reacquired Debt” 
was omitted. 
 
Mr. Parcell does not challenge the inclusion of the Annual Charge on Reacquired Debt in 
the calculation of the cost of long-term debt.  He notes that, when the $1,113,977 of Annual 
Charge on Reacquired Debt is included in Exhibit No. DCP-3, the cost rate of long-term 
debt changes from 6.45% to 6.48%.  In turn the total cost of capital, as shown on Exhibit 
No. DCP-3, page 1, changes from 7.89% to 7.91%. 
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