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BEFORE THE 
WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION


	WASHINGTON UTILITIES AND
TRANSPORTATION COMMISSION,

Complainant,

v.

PUGET SOUND ENERGY, INC.,

Respondent.
	DOCKET UE-120277 
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The Staff of the Washington Utilities and Transportation Commission ("WUTC Staff"), and Puget Sound Energy, Inc. ("PSE" or "the Company"), hereby submit the following Stipulation of Facts:
I.  FEDERAL LAW AND PROCEDURAL DEVELOPMENTS RELATING TO TREASURY GRANTS 
A.
Federal Law Authorizing Treasury Grants and Amendment to Normalization Requirement 
1. Section 1603 of the American Recovery and Reinvestment Act of 2009 ("ARRA") was enacted into law on February 17, 2009.  Section 1603 of the ARRA requires the Department of Treasury ("Treasury") to provide a nontaxable cash grant (“Treasury Grant”) equal to thirty percent (30%) of a qualifying renewable investment.  

2. Section 1603(f) of the ARRA requires the Treasury to apply rules similar to the rules of section 50 of the Internal Revenue Code ("IRC").  

In making grants under this section, the Secretary of the Treasury shall apply rules similar to the rules of section 50 of the Internal Revenue Code of 1986.  In applying such rules, if the property is disposed of, or otherwise ceases to be specified energy property, the Secretary of the Treasury shall provide for the recapture of the appropriate percentage of the grant amount in such manner as the Secretary of the Treasury determines appropriate.

3. Subsection 50(d)(2) of the IRC requires the application of “rules similar to the rules” of section 46(f).  IRC section 50(d)(2) states the following:

(d) Certain rules made applicable.

For purposes of this subpart, rules similar to the rules of the following provisions (as in effect on the day before the date of the enactment [11/5/90] of the Revenue Reconciliation Act of 1990) shall apply:


…


(2) Section 46(f) (relating to limitation in case of certain regulated companies).

4. In July 2009, the Treasury issued guidelines (“Treasury Guidance”
) on the Treasury Grants.  In reference to normalization, the Treasury Guidance states in Part VIII. F, “Applicability of Normalization Rules”

Payments received under the Section 1603 program must be normalized.  See former §46(f).

5. Normalization under section 46(f) allows PSE to provide customers with either (1) an offset to rate base for the unamortized balance of the Treasury Grant or (2) the amortization of the Treasury Grant as a reduction to cost of service.  Normalization only allows one or the other, not both.  PSE used Method 2 – provide customers with the benefit of amortization of the Treasury Grant as part of cost of service.

6. In May 2011, an amendment to Section 1603 of ARRA to eliminate the normalization requirement was included in the National Defense Authorization Act for Fiscal Year 2012 ("NDAA").  On December 31, 2011, the amendment was signed into law as section 1096 of the NDAA.  The amendment states:

(a) In General – The first sentence of section 1603(f) of the American Recovery and Reinvestment Tax Act of 2009 is amended by inserting "other than subsection (d)(2) thereof" after "section 50 of the internal Revenue Code of 1986".

(b) The amendment made by this section shall take effect as if included in section 1603 of the American Recovery and Reinvestment Tax Act of 2009.
7. Attached as Attachment A to this Stipulation is page 71, line 11 through page 75, line 2 of the rebuttal testimony of Mr. Matthew Marcelia that was admitted into evidence in Dockets UE-111048 and UG-111049.  Commission Staff neither disputes nor agrees with the assertions made therein regarding the Company’s legislative efforts.

B.
Application For Treasury Grants For Wild Horse Expansion 

8. Commercial operation of the Wild Horse Expansion Project ("WH Expansion Project") began on November 9, 2009.

9. PSE applied for a Treasury Grant for the WH Expansion Project on December 22, 2009.

10. The Treasury approved PSE’s grant application on February 19, 2010.  PSE received a $28,674,664 million Treasury Grant for the WH Expansion Project on February 23, 2010.  

II.  STATE PROCEEDINGS RELATING TO WILD HORSE EXPANSION PROJECT
A.
Accounting Petition
11. On September 30, 2009 PSE filed a petition for an accounting order in Docket UE-091570 requesting authorization of the appropriate tracking of Treasury Grants received under ARRA associated with the WH Expansion Project.  

12. In its petition in Docket UE-091570, PSE proposed that upon receipt, the Treasury Grant would be recorded as a liability in Account 228.4, Accumulated Miscellaneous Operating Provisions.  The accounting petition provided for normalization, and PSE requested that the grant be amortized over ten years through Account 242, Miscellaneous Current and Accrued Liabilities.  The amortized amount would be credited to customers through Schedule 95A.

13. Commission Staff recommended the Commission issue an order authorizing the proposed accounting and normalization treatment requested by PSE.  

14. On December 10, 2009, the Commission issued Order 01 in Docket UE-091570, granting PSE's accounting and normalization treatment.

15. PSE submitted the Commission Order granting PSE's accounting and normalization treatment with its Treasury Grant application to demonstrate that PSE had Commission approval to apply the normalization methodology for the Treasury Grant.

B.
Schedule 95A Filings

16. On October 29, 2010, in Docket UE-101767, PSE filed a revision to Schedule 95A to pass-through $5,750,205 of the WH Expansion Project Treasury Grant as a bill credit.  This amount represented 23 months (February 23, 2010-December 31, 2011) of amortization to be passed through over the 12 months of 2011.  The tariff filing included a change in the title of the tariff from Production Tax Credit Tracker to Federal Incentive Tracker to reflect the inclusion of Treasury Grants.  The WH Expansion Project Treasury Grant was the only item in Schedule 95A since the pass-through of Production Tax Credits was set to a zero rate effective July 1, 2010.  PSE submitted substitute tariff sheets on November 5, 2010 at the request of Staff.  The tariff was not disputed and went into effect on January 1, 2011.

17. On October 31, 2011, in Docket UE-111877, the Company filed a revised Schedule 95A to pass-through $4,620,963, on a normalized basis, of the WH Expansion Project Treasury Grant as a bill credit over the 12 months in 2012.  The tariff was not disputed and went into effect on January 1, 2012.
18. On February 29, 2012, in Docket UE-120277, PSE filed a revision to Schedule 95A, with an effective date of April 1, 2012, which was subsequently re-filed with an effective date of June 1, 2012.  The revision would increase the credit as a result of the elimination of the normalization requirements for the WH Expansion Project Treasury Grant.  The proposed increase represents $2,405,683 of interest based on the average unamortized balance of the Treasury Grant for the period January 1 through December 31, 2012, times 6.9 percent, the net of tax overall rate of return from the Company’s 2009 general rate case, Docket UE-090704 (“2009 GRC”), grossed up for income taxes and revenue sensitive items.

19. Commission Staff contested this calculation as insufficient and took the position that the interest should be calculated from the time the WH Expansion Project Treasury Grant was received, February 23, 2010, through December 31, 2011, in addition to the year 2012 as proposed by PSE. Staff's calculation of interest is $7,994,310 based on the average unamortized balance of the Treasury Grant for the period February 23, 2010 through December 31, 2012, times the net of tax overall rates of return from the Company’s 2009 GRC (6.9 percent) and 2007 general rate case (7.0 percent), grossed up for income taxes and revenue sensitive items.
C.
Other Proceedings Relating to the WH Expansion Project
20. On October 27, 2009, in Docket UE-091702, PSE filed with the Commission pursuant to RCW 80.80.060(6) a notice of intent to defer costs associated with the WH Expansion Project.  The WH Expansion Project is a renewable resource eligible for deferral of costs under that statute.

21. On April 2, 2010, the Commission issued Order 11 in Docket UE-090704 (“2009 GRC”) determining that PSE’s acquisition of the WH Expansion Project was prudent.

22. New rates in the 2009 GRC took effect April 8, 2010.  These rates included the following recovery of the WH Expansion Project: (1) Construction Work in Progress ("CWIP) costs through September 2009; and (2) deferred costs once the plant became operational on November 9, 2009.  This deferral ended when the 2009 GRC rates took effect.
23. In the 2009 GRC, the Commission authorized a rate of return for PSE of 8.10 percent pre-tax, or 6.9 percent net of tax.  Prior to the 2009 GRC, the Company’s authorized pre-tax rate of return was 8.25 percent, or 7.0 percent net of tax, pursuant to Order 12 in Docket UE-072300, the Company’s 2007 general rate case.
24. In the Company’s pending 2011 general rate case, Dockets UE-111048 and UG-111049, filed June 13, 2011, PSE calculated the investor-supplied working capital allowance treating the WH Expansion Project Treasury Grant 2010 test year balance ($25 million) as investor-supplied capital.  This treatment is pursuant to the normalization requirement for the Treasury Grant that existed prior to the enactment of NDAA and that was in effect at the time of PSE's 2011 general rate case filing.  PSE neither directly reduced electric rate base nor proposed to credit customers with interest on the test year Treasury Grant balance because doing so would violate the normalization requirement that was in effect at the time, prior to the enactment of NDDA.  

DATED this 12th day of April, 2012.

	PUGET SOUND ENERGY, INC.
_______________________________

JOHN H. STORY
Director, Cost and Regulation

	COMMISSION STAFF 

______________________________

THOMAS E. SCHOOLEY
Assistant Director – Energy Regulation
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