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L INTRODUCTION

This proceeding is a general rafe case filed by Puget Sound Energy, Inc. (“PSE” or
“the Company””) on December 3, 2007. However, the only remaining issue is whether the
Commission should eliminafe or modify the Company’s Power Cost Only Rate Case
(“PCORC”) mechanism.‘

Staff recommends that the PCORC should not be ehmmated The PCORC
authorized smgle issue ratemaking to allow the Company more timely recovery of 1ncreased
power supply costs than can typically occur in a general rate case. Public Counsel and the
Industrial Customers of Northwest Utilitiesr(“ICNU”) have not demonstrated why that |
policy objective should be renounced.

Staff’s support for the PCORC is not unconditional, however. Public Counsel and
TCNU express legitimate objections to the PCORC process. Staff recommends procedural

_revisions to the PCORC tha_lt will alleviate many of their concerns. Staff’s proposaﬂs are
acqeptable to the Company and should be approved by the Commission,

IL. HISTORICAL BACKGROUND

A. The PCORC Authorizes Expedited Recovery Of The Cost Of New Resources
Or Other Increases In Power Costs

The PCORC mechanism was part of a multiparty settlement adopted by the

Commission in a general rate case in June 2002.> Staff supported the PCORC as a means to

! In the most recent PCORC, the Commission ordered a collaborative to consider the scope and timing of the
mechanism, and whether it should continue, WUTC v. Puget Sound Energy, Inc., Docket UE-070565, Order
07 at Appendix A, §14 (August 2, 2007). The participants in the collaborative (PSE Commission Staff, Public
Counsel and the Industrial Customers of Northwest Utilities) failed to agree on a revised PCORC. Thus,
whether to eliminate or modify the PCORC must be resolved by the Commission in this general rate case. Id.
at Appendix A, J15. '

AlE other issues are the subject of several unopposed settlements. The testimonies supporting the
settlements explain why they are in the public interest and should be approved by the Commission. The
settlements will not be further addressed in Staff’s post-hearing brief.

2 WUTC v. Puget Sound Energy, Inc., Dockets UE-011570 and UG-011571, Twelfth Supp. Order {June 20, 2002).
~ PSE, Staff and Public Counsel were parties to the settlement. [CNU did not join or oppose the settlement.

POST HEARING BRIEF OF COMMISSION STATF - 1



address increased costs associated with adding new resources for growth or replacing old
low-cost resources.” The PCORC was supported by the Company as assisting decisions
about longer term supply resources, since the mechanism allows for timely inclusion of new
.~ tesource costs in rates.*
' - Four elements of the PCORC are noteworthy. First, the Company’s discretion to

initiate a PCORC was not limited to cost recovery of new resource acquisitions:

Power Cost Only Rate Review: In addition to the yearly adjustment for

power cost variances, there could be a periodic proceeding specific to power

costs that would true up the Power Cost-Rate to all power costs identified in

the Power Cost Rate. The Company can also initiate a power cost only

proceeding to add new resoutces to the Power Cost Rate. In either case, the

Company would submit a Power Cost Only Rate filing proposing such
cha‘nge.5 (Emphasis in original)

" The Commission clarified expressly that the PCORC allows single-issﬁe rate making not
only to add new resources, but also to recover all changes in power supply costs:

[Nlew resources will not be recovered directly through the PCA, but the
Company may periodically update its general rates to reflect increased
power supply costs associated with new resources or increased costs of
existing resources. These Power Cost Only rate proceedings are an
exception to the general rule that a company should not be allowed to file
single issue rate cases. 6

Thus, the PCORC is.'as much about updating the level of power costs recovered in rates

generaliy as it is about including in rates the cost of new resources on an expedited basis.

3 See, Exhibit LS-1T at 7:7-10 (Testimony of Lee Smith), citing Exhibit 562 at 13:21-22 (Testimony of Merton
R. Lott).

% See, Exhibit LS-1T at 7:11-14 (Testimony of Lee Smith), cn;mg Exhibit 532 at 4:24-5:2 (Testimony of
William A. Gaines).

> WUTC v. Puger Sound Energy, Inc., Dockets UE-011570 and UG-011571, Twelfth Supp. Order at Appendix
A, Exhibit A, 18 (June 20, 2002).

S WUTC v. Puget Sound Energy, Inc., Dockets UE-011570 and UG-011571, Twelfth Supp. Order at 125 (June
20, 2002).
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| Public Counsel and ICNU allege that the main objective of the PCORC is to provide '
timely inclusion in rates of the costs of new resources.” Their allegation is not well-taken.
The Commission stated that inclusion in fatés of a new resource by the time the resoufc§
goes into service is only “one objective” of the PCORC process.8 Indeed, Public Counsel
and ICNU concur that the Company may submit a PCORC to address changes in powér
“supply costs even if new resources are not being introduced.”

The second important element of the PCORC is the requirement that the Company

' ﬁle a general rate case within three months of the effective date of any rate increase
resulting from a PCORC." This sétfe_gUaxd ensures that the Company’s earnings and all of
its costs will not escape Commission scrutiny: |

These Power Cost Only raté proceedings are an exception to the general rule

that a company should not be allowed to file single issue rate cases. For that

reason, these single issue rate cases are limited and under certain events will

trigger a general rate case to true-up all costs. ™!
Thus, the Company cannot, as alleged by ICNU, chooée only file a PCORC to recover
increasing power supply costs when other costs (e.g., capital costs) are. declining.. The

Company must file a general rate case shortly after a PCORC is concluded and it must bear

the burden to prove that all costs are reasonable and prudent, and, thus,' appropriate for

"7 Exhibit DWS-1T at 5:15-16 (Testimony of Donald W. Schoenbeck); Exhibit LS-1TC at 7:19-8:1 (Testimony
of Lee Smith). _ . - .
8 WUTC v. Puget Sound Energy, Inc., Dockets UE-011570 and UG-011571, Twelfth Supp. Order at Appendix
A, Exhibit A, Y11 {June 20, 2002). ,
? Exhibit DWS-1T at 3:8-10 (Testimony of Donald W. Schoenbeck); Exhibit LS-1TC at 8:1-3 (Testimony of
Lee Smith).
® WUTC v. Puget Sound Energy, Inc., Dockets UE-011570 and UG-01 1571, Twelfth Supp. Order at Appendix
A, Exhibit A, 110 (June 20, 2002). Before July 1, 2005, the general rate case requirement was triggered only if
a PCORC resulted in an increase in rates in excess of 5 percent. /d at 9. ) ,
U WUTC v. Puget Sound Energy, Inc., Dockets UE-011570 and UG-011571, Twelfth Supp. Order at {25 (June
20, 2002). See also, WUTC v. Puget Sound Energy, Inc., Dockets UE-060266 and UG-060267, Order 08 at
926 (January 5, 2007} (the post-PCORC general rate case “provides an important safeguard to ensure an
earnings review and a true-up of all costs after the occurrenice of a PCORC — a single issue ratemaking
mechanism.”) _
12 Exhibit DWS-1T at 8:9-12 (Testimony of Donald W. Schoenbeck).
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recovery in rafes.

Third, the Commission contemplated that a PCORC would occur more expeditibusly
than a genéral rate case.® Tt stated, however, that the parties® expectation of a Cormﬁission
order within five months of filing a PCORC was not binding on the Commission itself.'*

Finally, because a PCORC looks at all costs included in the baseline bowe; cost rate,
the Commissioﬁ required the Company to support its PCORC ﬁroposals in the “same detail
it must support power supply costs in a general rate proceediﬁg.”ls This detail requir-es PSE
to file testimony and exhlibits that include the folldwing specific items:

o Current or updated least cost plan

.. bescription of the need for additional résources Gf applicable)

. Evé.lu_ation of alternatives under various scenarios

. Adjustments to the Fixed Rate Cofnponents

. AdjuStmenté to the Variable Rate Components.

» A calculation of pro forma production cost échedules thﬁt are consistent
with this docket, including power supply and other adjustments impacting
then current production costs.

Thus, the Company must file extensive documentétion to support a PCORC filing,

including all work papers and its AURORA data base. Staff agrees with ICNU that review

of these materials is extensive and complex.'” As discussed below, Staff proposes

_procedural revisions to address ICNU’s concern.

B WUTC v. Puget Sound Energy, Inc., Dockets UE-011570 and UG-01 1571, Twelfth Supp. Order at 128
(June 20, 2002).

14 Id .

' WUTC v. Puget Sound Energy, Inc., Dockets UE-011570 and UG-011571, Twelfth Supp. Order at 25
(June 20, 2002).

¥ WUTC v. Puget Sound Energy, Inc., Dockets UE-OI 1570 and UG-011571, Twelfth Supp Order at Appendlx

A, Exhibit A, 18 (June 20, 2002}.
17 Exhibit DWS-1T at 5:22:6:5 (Testimony of Donald W. Schoenbeck).
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B. Filed PCORCs Have Not Been Dominated By The Cost Of New Resources And
Have Been Largely Uncontested . _

The Company has filed three PCORCs since the mechanism was established in 2002,
In each case, PSE sought to recover the cost of a new resource, but that cost did not justify
the majority of the overall revenue increase requested by the Company or granted by the
Commission. Increases in other powei‘ supply costs pre-dominated each case. |

Moreover, the Company’s proposals to recover the costs of new resources were
unchallenged by all other parties in each PCORC. With only one exception, the Company’s
proposals to reeover increaeed costs of ekisting resources have also been uncontested.

The first PCORC filing was Docket UE-031725. The Company proposed to fecover

its acquisition of the Frederickson I natural gas-fired electric generation facility, as well as

“other increases to its power cost baseline. PSE’s proposals were uncontested except with

respect to fuel costs for the Tenaska generation facility. The Commission held the
acquisition of Frederickson prudent and the associated costs reasonable for rate recovery.'®

It approved the Company’s entire filing, except for a one-time disallowance related to

‘Te'naska.lg Frederick'SOn accounted for only $18.3 million of the $44.1 million overall

revenue increase granted Sy the Commission.?®

The second PCORC filing was Docket UE-050870. The Company requested cost
recovery of the Hopkins Ridge wind geheration facility, as well other increased power
supply costs including fuel costs for the Company’s gas turbine electric generatio'n. The

parties reached a full settlement that recommended a finding of prudence and cost recovery

'8 WUTC v. Puget Sound Energy, Inc., Docket UE-031725, Order 12 (April 7, 2004). Approval of rate
recovery for Frederickson preceded the Commission’s determination of all other power cost issues. This
staggered approach was requested by the Company so it could accomplish various pre-closing matters and
have certainty as to that resource acquisition. Id. at 2.

¥ WUTC v. Puget Sound Energy, Inc., Docket UE-031725, Order 14 (May 13, 2004).

20 pxhibit DWS-1T at 5:14 (Testimony of Donald W. Schoenbeck).
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for Hopkins Ridge, and additional revenues in the full amount requested by PSE: $55.6

million. The Commission approved and adopted the settlement.?! Only $5 million of the

full amount granted by the Commission was attributable to Hopkins Ridge.

The most receﬁt PCORC filing was Docket UE}070565. The Company requested
rate recovery of additional power costs including acquisition of the &}oldendale gas-fired
combustion turbine generation facility. Again, the parties reached a full settlement that
rgcominended a ﬁnding of prudence and cost recovery for Goldendale, and addiﬁonal
révenues in the full amount requested by PSE: $64.7 million. The Commission approved
and adopted the settlement.*? ‘Goldendale was responsible for $31.4 million of the total
amount granted.” |

. ARGUMENT
A, The Policy Justification For The PCORC Mechanism Remains Valid

As noted above, the purpose of the PCORC is to allow the timely recovery of |
prudent and reasonable pdwer suﬁply cost increases associated with new or existing
generation resources. There is no reason to abandon that policy objective by eliminating the
PCORC. | |

The Company’s 2005 Least Cost Plan (“LCP”) and its 2007 Integrated Resoufce
Plan (“IRP”) document PSE’s need to acquire a significant amount of additional powér
resources in the next ten years. The 2005 LCP concluded that the Company’s need to
.acquire new resourcés grew from 305 aMW in 2008 to 739 aMW in 2011 and 1471 aMW in

2013.2* The Company’s 2007 IRP demonstrates a need to acquire resources for 480 aMW

2 WUTC v. Puget Sound Energy, Inc., Docket UE-050870, Order 04 (October 20, 2005).
;2 WUTC v. Puget Sound Energy, Inc., Docket UE-070565, Order 07 (August 2, 2007).

3 Id. at §19. ‘ ' .
2 Exhibit KTH-THCT at 11:10-12 (Testimony of Kimberly Harris).
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by winter 2010, growing to 1,650 aMW by 2015 and to 2,125 MW by 2020.2° The driving
forces behind this increasing need for new resources are load growth, the need to repiace
expirin'g enérgy supply contracts, and the need to replace reductions in energy supply under
the terms of existing Mid-Columbia hydroelectric contracts.”® The Company states it plans
to meet these resource needs through a combination of energy efficiency and commercially
available resources such as wind pov\;er to meet the renewable portfolio standards in RCW
19.285, as well as gas-ﬁred gencration,’

In add1t1on increases in natural gas prices have placed consistent upward pressure on

the cost of providing electric service to PSE’s customers.”® The PCORC requires the

Company to prove Phat increased costs for new and existing .power resources are prudent and
reasonable, but allows for the timely recovery of those costs if that burden .of proof is
carried, as it has been in all three PCORCs to date except for the Tenaska disallowance in
Docket UE-031725. |

Public Counsel and ICNU do not question the Company’s need for New resources.
Nor do they dispute the Company’s claims of increasing power cost pressures in general.

Rather, Public Counsel and'ICNU argue that the PCORC allows the Company to

 circumvent the Power Cost Adjustment (“PCA”) mechanism by reseiting the power cost

baseline and changing rates when the PCA alone would not have allowed a rate change ®

Public Counsel also argues that, absent a PCORC, the PCA power cost baseline would still

25 Exhibit KJH-1HCT at 12:11-13 (Testimony of Kimberly Harris). The Commission accepted the Company’s
projected resource needs in the 2007 IRP as fulfilling existing regulatory requirements. Such acknowledgment
expressly reserved consideration of rate making treatment. Puget Sound Energy’s Integrated Resource Plan
for Electricity and Natural Gas Operations, Dockets UE-071063 and 071074, Letter from Carole J. Washburn,
Attachment at 1 (November 13, 2007).

26 Exhibit KJH-9CT at 4:6-9 (Testimony of Kimberly Harris).

27 Exhibit KJH-1HCT at 13:6-11 (Testimony of Kimberly Harris).

2 Exhibit KJH-9CT at 15:9-12 (Testimony of Kimberly Harris). ’

2 Exhibit DWS-1T at 6:18-21 (Testimony of Donald W. Schoenbeck) and Exhibit LS-1T at 13:16-18'
(Testimony of Lee Smith).
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be adjusted, but only at the time of a general rate case, which would provide rate stability for
customers, allow the PCA to work as planned, and afford the parties and the Commission
more time and opportunity to review power cost-related rate requests and data,*

Staff agrees that rate stability for consumers is an important public policy goal.
However, timely recovery of prudent and reasonable coéts is also an appropriate policy
objective of rate making. With the exception of Tenaska fuel costs, the Company’s power

supply costs associated with new and existing resources have not been challenged as

‘imprudent or unreasonable in any of the three PCORCs filed to date.

Tt is also a policy goal of rate making to avoid rate shock for consumers. Absent the
PCORC, consumers fnay have.experienced fewer rate changes, but each rate change ;?vould
have been proporﬁonately larger to reflect the addition of new resources that had already
gone into service and were providing electricity to PSE’s éustomers.

In any event, Public Counsel and ICNU are wrong to assume that the PCA has been
impeded through more frequent adjustments to the power cost baseline than would hé.ve
occurred without a PCORC mechanism. Public Counsel and ICNU l;_:oth acknoWledge that
the Company has proven adept in preparing gcneral rate case_é very quickly, even as
expedit_iously as a PCORC.*! Public Counsel also acknowledges that, absent a PCORC, the
Company might have filed general rate cases carlier than actually filed, at about the same
date the PCbRCs were filed.*> The effective dates of new rates from those general rate

cases may not have been dramatically different than the PCORCs they would have

3 Exhibit LS-1T at 14:4-8 (Testimony of Lee Smith).

31 Exhibit DWS-1T at 8:7-8 (Testimony of Donald W. Schoenbeck); Exhibit LS-1T at 28:17-19 (Testimony of
Lee Smith). .
32 Exhibit LS-1T at 19:9-10 (Testimony of Lee Smith).
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r&:placed.j3 Thus, absent PCORC, the Company’s power cost baseline may have been reset
as frequently through additional general rate cases.

Indeed, Public Counsel opines that, if there had been no PCORC since April 2004, it

 is likely that there would have been three to four rate changes due to general rate cases, and

two rate surcharges resulting from the PCA deferral reaching the level neéessary to change
rates.>* This is the samé number of rate changes that actually did occur over the Samé period
of time with PCORC in existence.® From a rate stabil_ity perspective, there is little if any
difference between a world with PCORC and a world without.f’CORC, according to Public.
Counsel itself.

Finaliy, Public Counsel and ICNU argue that the PCORC is not necéssary because
the Company can r'equest deferred accounting treatment for the costs of a ﬁew resource |
écquisition after the resource goes on-line and iaefore it is included in rates in a general rate
case.’® The Commission did allow defetred accounting treatment for the costs of PSE’s
acquisition of the Goldendale electric generation facﬂity, inciuding carrying charges at the
Company’s net of tax rate of return.”’

The argument is not persuasive because it assumes incorrectly that the PCORC

~ addresses only the cost of new resource additions. As stated above, the PCORC also

addresses increases in all other power supply costs.

33 To date, PCORCs have been completed in 6.3 months, as compared to 9.6 months for general rate cases.
Exhibit LS-1T at 28:10-12 (Testimony of Lee Smith).

¥ Exhibit LS-1T at 21:13-15 (Testimony of Lee Smith).

35 As noted above, there were three PCORCs (Dockets UE-031725, UE-050870 and UE-070655). There were
also two general rate cases (Dockets UE-040641 and UE-060266). The sixth actual rate change occurred only .
because the time period for PCA accounting was changed from the year July 1 to June 30 to the calendar year,
pursuant to a settlement agreement approved by the Commission in PSE’s second PCORC. WUT Cv. Puget
Sound Energy, Inc., Docket UE-050870, Order 04 at Appendix A, {{F-G (October 20, 2005). The actual rate
change to effect the change in PCA accounting occurred in Docket UE-060783 and was uncontested. /n re
Tariff Filing of Puget Sound Energy, Inc., Docket UE-060783, Order 01 (June 29, 2006). ' ' ‘
36 Exhibit LS-1T at 27:15-17 (Testimony. of Lee Smith); Exhibit DWS-1T at 8:13-20 (Testimony of Donald W.
Schoenbeck).

3 In the Matter of the Petition of Puget Sound Energy, Inc., Docket UB-070533, Order 01 (April 11, 2007).
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have a new power cost baseline rate in effect at the time a new resource goes into service.

Moreover, the Goldendale plant was acquired in a bankruptcy proceeding on such
short notice that the Company. could not prepare and file either a general rate éase ora
PCORC in time to match the in-service date with rate recovery, Therefore, deferred
accountihg was the only mechanism available céﬁsistent with an objective of the PCORC to

33

The Commission should be reluctant to rely génerally on deferred accounting as a rationale

- for abandoning the PCORC.*

In fact, all electrical companies under Commission jurisdiction were recently given

- statutory authority to implement deferred accounting for certain resource additions without

prior Commission approval:

An electrical company may account for.and defer for later consideration by the

commission costs incurred in connection with the long-term financial commitment,

: including operating and maintenance costs, depreciation, taxes and cost of invested
. 4 .

capital. : '

That same statutory authofization did not renounce the PCORC or similar proceedings for
cost recovery of the deferred power costs. Rather, the statute acknowledged the continued
availability of such mechanisms: o
Creation of such a deferral account does not by itself determine the actual costs of
‘the long-term financial commitment, whether recovery of any or all of these costs is

. appropriate, or other issues to be decided by the commission in a general rate case or
other proceeding for recovery of these costs.41 (Emphasis added.) '

%8 In the Matter of the Petition bf Puget Sound Energy, Inc., Docket UE-070333, Order 01 at 96 (April 11,
2007). '

% Exhibit MMP-1T at 6:1-9 (Testimony of Michael P. Parvinen).

0 RCW 80.80.060(6). A “long-term financial commitment” means either: (1) a new ownership interest in -
baseload electric generation or an upgrade to a baseload electric generation facility; or (2} a new or renewed

~ power contract for baseload electric generation with a term of five or more years for the provision of retail

power or wholesale power to end-use customers in this state. RCW 80.80.010(15).
" 1d.
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It is true ;Lhat deferred acco_unﬁng will subject ratepayers to fewer rate changes.
However, the magnitude of an increase is greater.42 Thus, any upside rate stability that
deferred accounting may afford comes with the potential downside of rate shock for
CONSUIMETS. |

B. The Procedural Modifications Recommended By Staff Will Alleviate The
Regulatory Burdens Imposed Currently By The PCORC Mechanism

Both Public Counsel and ICNU object to the PCORC és imposing regulatory
burdens on the Commission and the parties that cén be avoided by eliminating the
mechanism.” Burdens they cite include:

e Additional litigation costs;
‘e Abbreviated time frame to analyze PCORC filings and underlying
documentation, and to perfprm AURORA model simulations;
o Abbreviated time frame to analyze supplemental updates to initial cost
projections; |
¢ Administrative delay in getting neceésary confidential information from the
Compan)‘r in order to commence analysis; and
o Unnecessarily long turn-around time for response to data requesfs.
Some of these objections were anticipated by the Commission and the parties at the time the
PCORC was established in 2002.

It is aiso not clear that the PCORC has increaseci overall litigation costs. Public

Counsel admits that the PCORC may actually simplify the Company’s general rate cz_a.ses,44

which could reduce the cost of general rate case litigation. Indeed, litigation costs may

42 Exhibit MMP-1T at 6:6-8 (Testimony of Michael P. Parvinen).

# Exhibit LS-1T at 22:9-24:23 (Testimony of Lee Smith); Exhibit DWS-1T at 6:24-7:23 (Testimony of Donald
W, Schoenbeck).
4 Exhibit LS-1T at 25:7-10 (Testimony of Lee Smith).
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actually increase without the PCORC if, as Public Counsel acknowledges, the Company
were to instead file more general rate cases and those general rate cases required the parties
to examine all Company cc;sts rathef than limiting their review only to power costs.

Nevertheless, Staff is sympathetic to fhe concerns expressed by Public Counsel and
ICNU. It recommends for Commission approval four procedural modifications to the |
PCORC mechanism that will improve the parties” ability to review PCORC:s as filed and
when affected elements of power costs are updated during a proceeding. The Company
agrees to all Staff recommendations, with one modification. | |

1. Extend Procedural Schedule

Staff recommends that the assumed proéedural schedule for a PCORC be extended

from five months to six mol'nths.45 Under current procedures, preparation of the parties’

response cases, hearings and post-hearing briefs must all be completed within four months

from the tariff filing to allow the Commission an additional month to deliberate and issue its

order. This abbreviated period to review and complete a PCORC is inadequ,até to fully

analyze and determine rate recovery, especially since the mechanism addresses new

resources and all other production-related fixed and variable expenses such as fuel,

~ purchased power, wheeling, regulatory assets, depreciation, and property and energy taxes.

Exfending the contemplated PCORC process to six months will alleviate these burdens, but
will remain consistent with the underIying goal of éxpedited power cost review,

2. Limit Nlllmber And Timing Of Power Cost Updates

Staff proposes that PSE be allowed to update its initial power cost projections only

once during a PCORC proceeding and that any updaté must be made before other parties file

45 Exhibit RCM-1T at 10:11-11:6 (Testimony of Roland C. Martin).
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their response cases.*® An additional update will be allowed only if the Commission
determines the update is necessary to reflect increased gas costs and orders such update as
part of the compliance filing.

The current process allows more than one update throughout the course of an already

“abbreviated schedule. This requires significant effort for Staff and other parties to assess

changing power cost projections, both ih the preparation of their own testimony and in the
review of Company rebuital testimony.*’ Staff’s recommendation to limit the number and
timing of updates will alleviate these burdeﬁs. |
The Company agrees with Staff’s recomrhendatidn, but proposes that any gas cost
updatg: allowed by the Commiséion in a compliance filing shou_ld not be the result only of
increase.s in gas prices. The Company proposes that compliance filing updates should also
reflect gas cost decreases, as well as any other changes in power cost projections that are
triggered by_the change in gas prices.”® PSE confirmed that any compliance filing uﬁdate
permitted by the Commission would be limited to calculating the three-month average
forward gas price for the rate year, and updating the AURORA model to refiect these
prices.” The Company also confirmed that all supporting documgntation would be filed

with its update.™

# Exhibit RCM-1T at 12:17-13:3 (Testimony of Roland C. Martin).” Staff made a similar recommendation for
future general rate cases. Exhibit APB-1T at 8:18-20 (Testimony of Alan P. Buckley). The exact timing of the
update in both PCORCs and general rate cases would be determined at the pre-hearing conference,

%7 An illustration of the problem occurred in the Company’s 2006 general rate case (Dockets UE-060266 and
UG-060267). PSE filed the case-on February 15,2006, On July 10, 2006, (nine calendar days before response
testimony was due) the Company filed supplemental testimony that updated its power cost projections for the
rate year. Staff and other parties did not object to the updates, but did request an extension of time to file their
response cases. The request was granted by the Commission in order to provide adequate time to review the
supplemental materials. WUTC v. Puget Sound Energy, Inc., Dockets UE-060266 and UG-060267, Order 05
(July 13. 2006). . :

4 Exhibit KIH-9CT at 21:5-18 (Testimony of Kimberly Harris).

49 Exhibit KIH-9CT at 21:16-18 (Testimony of Kimberly Harris); Exhibit DEM-1T at 18:1-14 (Testimony of
David E. Mills}.

0 Ty, 546:15-547:23 (David E. Mills).
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+ Staff does not object to- these further modifications regarding gas price updates. The
updates described by the Company are limited to straightforward, non-controversial power
cost projections that have been allowed by the Commission in prior cases. However, if the
Company fails to apply that accepted methodology aﬁd a dispute arises related to an updated
power cost projection, Staff reserves the right to bring that controversy té the Commission
and recommend that a compliance filing be accepted only in part, suspended, or rejected.

| 3. Prohibit Overlap of PCORCs and General Rate Cases
Staff’s third proposed modification to the PCORC process is to prohibit the
Company from filing or having on file a PCORC during the pendency of a general rate
case.’! This proposal does not prohibit PSE from requesting interim rate relief when a
PCORC is pending, if the Company can prm‘/e adverse financial conditions that meet
Commission standards for such rate relief.
The overlap of PCORCs and general rate cases that is allowed currently may burden

and complicate the Commission’s and Staff’s review. It also shortens the interval between

‘rate changes that is already compressed, which can result in rate shock and ratepayer

coﬁfusion. Staff’s proposal .to prohibit PCORC and general rate case overlaps will reduce
rate shock and ratepayer confusion, and improve the ability of the Commission and the
partiés to focus on and resolve the complexities of a power supply presentation.

4. Reduce Data Request Response Time '

Under current rule,> parties arer allowed ten business days to respond to data

requests. Staff recommends that the data request response time be reduced to five business

3! Exhibit RCM-1T at 11:17-12:15 (Testimony of Roland C, Martin).
52 WAC 480-07-405(7)(b).
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days.® Any further reduction can be considefed at the pre-hearing conference. Any
reasonable extension of the five-day .response deadline is also allowed consistent with
current practice when a timely response cannot be made despite a party’s best efforts.*

Staff’s proposal is consistent with the compressed case,schedule‘of aPCORC. The‘
proposal also mirrors established practice where parties request a shortened response'tifne at
pre-hearing donferences. Staff’s proposal standardizes that practice.

C. The Company’s Procedural Modlficatmns Should Be Accepted By The
Commission

1. The AURORA Model Will Be Provided To Parties Without Delay

- ICNU poinis out that the Company has not provided its AURORA model to the

~ parties in a PCORC until the Commission issues a protective order and confidentiality

agreements are signed.”® This delay hampers ICNU’s analysis, especially under the
¢Xpedited schedule of a PCORC.™ |

The Company respondéd to thi.s complaint by agreeiﬁg in future PCORCs to provide
its AURORA model to Public Counsel and intervenors prior to issuance of a protective
order, as long as the parties execute the standard form confidentiality agreement used in

previous PCORCs and general rate cases.”’ This agreement does not impact Staff’s review "

' because Staff receives the model at the time a PCORC is filed. However, Staff appre<:1ates

- PSE’s willingness to remove barrlers to the analysis performed by other parties.

%3 Exhibit RCM-1T at 13:5-14 (Testimony of Roland C. Martin).

S WAC 480-07-405(7)(D).

3% Exhibit DWS-1T at 7:4-6 (Testimony of Donald W. Schoenbeck) '

56 Exhibit B-8 shows that it has taken over one month from the date the Company submitted two of its three
PCORCs for the AURORA files to be provided to other parties,

57 Tr. 551:22-552:4 (Sheree Strom Carson).
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2. The Company’s Proposed Revision To The PCORC Adoption Order
Should Be Accepted By The Commission '

Thg: current. PCORC mechanism requires the Company to. provide with its filing “a
calculatibn of pro forma production cost schedules that are consistent with this docket,
including power supply and other adjustments impacting theﬁ current production coﬁsts.”58
(Eﬁphasis added.) The Company asks the Commission to change the phrase “with this
docket” to “with the Company’s most recent general rate case”.>

Staff supports the Company’s proposed revision, which clarifies that any new
methods and proposals for calculating powef costs are left for a general rate cas_,e:.60
D.  ICNU’s Proposal For A Major New Resource Trigger Is Not Required

_ICNU asks the Commission to prohibit PCORCs unless the Company seeks to
recover a “major resource”.®’ ICNU does not provide a specific threshold for determining
when that trig'ger is met, although it concedes that each PCORC to date has qualified,
appargntly based on capital cost. or megaWaﬁ output of the acquisition.®

ICNU’s propoéal to require a PCORC to include a major résource acquisition is
unnecessary. Each PCORC to date has involved the addition of a significant power facility.
Moreover, it is unlikely that the Company would file a fCORC unless it is acquiring a new

generation resource.®

8 WUTC v. Puget Sound Energy, Inc., Dockets UE-011570 and UG-011571, Twelfth Supp. Order at Appendix
A, Exhibit A, 8 (June 20, 2002).

59 Exhibit JHS-1T at 34:18-35:4 (Testimony of John H. Story).

5 Because this particular proposal revises the Commission’s Twelfth Supplemental Order in Dockets UE-
011570 and UG-015571, the Commission should reopen that docket, pursuant to RCW 80.04.210, for the
limited purpose of implementing that revision. ' '

®! Exhibit DWS-1T at 6:15-16 (Testimony of Donald W. Schoenbeck).

82 Exhibit DWS-1T at 6:17 and 4:18-5:5(Testimony of Donald W. Schoenbeck).

- 8 Tr, 573:16-573:2 (Kimberly Harris).
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IV. CONCLUSION

The PCORC mechanism has been in place for six years. The policy justification for
the mechanism is as valid today as when the mechanism was approved by the Commission
in 2002. The mechanism should be retained.

This does not mean that the PCORC mechanism is without faults. Staff has 7
proposed revisions to the PCORC procedures that will improve analysis of the Company’s
filings, provide additional time for that analysis to occur, and promote fairnes;s and
administrative efficiency. PSE has accepfed Staff’s proposed revisions and suggested its
own. All of the modiﬁcations proposed by Staff and the Company should be approvéd by
the Commission.

DATED this 26" day of September, 2008.

Respectfully submitted,

ROBERT D. CEDARBAUM

Senior Counsel '

Counsel for Washington Utilities and
Transpottation Commission
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