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A hearing in the above matter was held
onSept enber 4, 2001, at 1:30 p.m, at 1300 South
Evergreen Park Drive Sout hwest, Room 206, d ynpi a,
Washi ngton, before Adm nistrative Law Judge ROBERT
WALLI S.

The parties were present as
fol |l ows:

PUGET SOUND ENERGY, by MARKHAM A.
QUEHRN, Attorney at Law, and WLLIAM R BUE, Attorney
at Law, Perkins Coie, LLP, 411 - 108th Avenue
Nort heast, Suite 1800, Bell evue, Washi ngton 98004.

THE PUBLI C, by SI MON FFI TCH,
Assi stant Attorney General, 900 Fourth Avenue, Suite
2000, Seattle, Washington 98164.

THE COWM SSI ON, by SHANNON SM TH,
Assi stant Attorney CGeneral, and by ROBERT CEDARBAUM
Seni or Counsel, 1400 South Evergreen Park Drive
Sout hwest, O ynpi a, Washi ngton 98504-0128.

CI TY OF BREMERTON, by ANGELA L.
OLSEN, Attorney at Law, MGavick Graves, P.S., 1102
Broadway, Suite 500, Tacomm, Washi ngton 98402.

| NDUSTRI AL CUSTOMERS OF NORTHWEST
UTILITIES, by BRADLEY VAN CLEVE, Attorney at Law,
Davi son VanCl eve, P.C., 1000 Sout hwest Broadway, Suite
2460, Portl and, Oregon 97205.

CITY OF TUKW LA, by CAROL S. ARNOLD,
Attorney at Law, Preston Gates and Ellis, LLP, 701
Fifth Avenue, Suite 5000, Seattle, Washington
98104.

M CROCHI P TECHNOLOGY, by HARVARD P.
SPI GAL, Attorney at Law, Preston Gates and Ellis, LLP,
222 Sout hwest Col unbia Street, Suite 1400, Portl and,
Oregon 97201.

KI NG COUNTY, by THOVAS W KUFFEL and
DONALDWOODWORTH, Deputy Prosecuting Attorneys, 516
Thi rdAvenue, Suite Number 550, Seattle, WAshington
98104.



PROCEEDI NGS

JUDGE WALLIS: This is a prehearing
conference in the matter of Conm ssion Dockets UE-011163
and 011170 invol ving Puget Sound Energy. This
conference is being held on Septenber 4 of the year 2001
at Aynpia, Washington, in Commission offices before
Admi nistrative Law Judge C. Robert Wallis.

Let us begin the proceedi ng today by taking
formal appearances for the record. As we do this, |I'm
going to ask that the | ead counsel for each client or
group of clients state your own nanme, state the nanme of
any other attorney who is appearing with you on behal f
of that client or those clients, and then your business
address, your business tel ephone, and your electronic
mai | address.

Wth that, let's begin with the conpany.

MR, QUEHRN: Thank you, Your Honor. M nane
is Markham A. Quehrn, QU-E-H-R-N. Wth nme today | also
have M. WIIiam Bue.

JUDGE WALLIS: Spell that.

MR, QUEHRN:. W Iliam Bue, B-U-E. And our
busi ness address is Perkins Coie is the firm our
busi ness address is 411 - 108th Avenue Northeast, Suite
1800, Bell evue, 98004. And ny E-mail address is
guehm@er ki nscoi e.com and that will suffice for both



M. Bue and nyself.

JUDGE WALLIS: For the Comm ssion Staff.

MS. SM TH. Shannon Snmith, Assistant Attorney
General, ny address is 1400 South Evergreen Park Drive
Sout hwest, O ynpi a, Washi ngton 98504-0128. My phone
nunber is area code (360) 664-1192. E-nmmil address is
ssmth@wtc.wa.gov. And also counsel for Comni ssion
Staff in this case is Bob Cedarbaum Senior Counsel. Do
you need information for hinf

JUDGE WALLIS: No, if you prom se to share.

M5. SMTH. | pronise to share.

JUDGE WALLIS: Okay.

For Public Counsel .

MR. FFI TCH. Public Counsel, Sinon ffitch,
Assi stant Attorney General, 900 Fourth Avenue, Suite
2000, Seattle, Washington 98164, area code (206)

389- 2055, and the E-mail is sinonf@tg.wa.gov.

JUDGE WALLIS: Thank you.

Now | et's take up petitioners for
intervention, and just for my convenience, if we could
start to ny right and then proceed along the line, that
woul d be hel pful.

MS. OLSEN. My nane is Angela Osen. |I'm
here on behalf of the City of Brenmerton. | work with
McGavi ck Graves, and our mailing address is 1102



Br oadway, Suite 500, in Tacomm, Washington 98402.
E-mai | address al o@mctgavi ck.com and the tel ephone
nunmber is (253) 627-1181.

MR. VAN CLEVE: M nane is Brad Van Cl eve,
I"'mwith the law firm of Davison Van Cleve, PC, and |I'm
appearing on behalf of the Industrial Custoners of
Northwest Uilities. And we noved about two weeks ago,
we have a new address which is 1000 Sout hwest Broadway,
Suite 2460, Portland, Oregon 97205. CQur E-mail and
t el ephone have not changed. The E-mail address is
mai | @vcl aw. com and our tel ephone number is (503)
241-7242.

MS. ARNOLD: Carol Arnold, Preston Gates and
Ellis, 750 Fifth Avenue, Seattle, Washington, (206)
623-7580. MWy E-mail is carnol d@restongates.com
Preston Gates is appearing here today on behal f of two
clients. | amgoing to be taking the | ead on behal f of
the City of Tukwi la which has presented a petition to
i ntervene today, and M. Spigal to ny right will be
taking the |l ead for M crochip.

MR, SPI GAL: Harvard Spigal, S-P-1-GA-L,
Preston Gates and Ellis, 222 Southwest Col unbia, Suite
1400, Portland, Oregon 97201. M E-mil address is
hspi gal @r est ongat es. com

MR, KUFFEL: M nane is Tom Kuffel,



K-U-F-F-E-L. | amfromthe King County Prosecuting
Attorney's Ofice representing King County. Qur address
is 516 Third Avenue, Suite Number 550, Seattle,

Washi ngton 98104. MW E-nmil address is

t homas. kuf f el @et rokc. gov, and ny phone line is area
code (206) 296-9015. And also with me is my col |l eague
Don Whodworth, WO OD WO R T-H, and he is also with
the King County Prosecutor's Ofice.

JUDGE WALLIS: Let me ask at this point if
there is anyone present in the hearing room who w shes
to appear in a representative capacity in either of
t hese dockets?

Let the record show that there is no
response.

Let me ask if there is anyone on the bridge
line today who wi shes to appear in these dockets in a
representative capacity?

Let the record show that there is no
response.

Qur procedural rules dictate that under
ordi nary circunstances, requests for intervention wll
be the first matter undertaken at a gathering such as
this, and I would Iike to follow that process today.
would Iike to begin with petitioners who have submtted
written petitions for intervention, and in particular



with the petition that was presented earlier on behalf
of M. Van Cleve's clients. Do persons who are here
have a copy of that docket, in particular the
respondent ?

Was that served on the conpany, M. Van
Cl eve; do you know?

MR. VAN CLEVE: | believe it was, Your Honor

MR. QUEHRN:  Your Honor, | have not received
that petition.

JUDGE WALLIS: M. Van C eve, would you
identify your clients and the nature of their interest
in this docket, please.

MR. VAN CLEVE: Certainly. M client is a
non-profit trade association, the Industrial Customers
of Northwest Utilities, which represents the interest of
| arge energy consuners in the Northwest, primarily in
Oregon and Washington. |ICNU has intervened in nany
previ ous proceedi ngs before this Commi ssion, including
proceedi ngs invol ving Puget Sound Energy.

There are a nunber of | CNU nenbers who are
potentially inpacted by this filing, and, for exanple,
there are nenbers such as Weyer haeuser who continue to
purchase energy at tariffed rates that would be subject
to this surcharge that's being proposed. |In addition,
some of the Schedul e 48 and 449 custoners who are



exenpted fromthis surcharge continue to purchase energy
at some of their smaller |ocations under tariff rates.

JUDGE WALLIS: And what issues are you
intending to raise in this docket?

MR. VAN CLEVE: Well, | think one of the
primary issues was raised by the notion that Public
Counsel has filed, and that is whether this proposed
rate filing is consistent with the Comm ssion's order
approvi ng the nmerger of Puget Sound Energy and
Washi ngton Natural Gas. But | think beyond that, even
if it did neet the requirenents of that order, there are
i ssues about whet her the proposed charge is just and
reasonabl e.

JUDGE WALLIS: Does the conpany have a
response to the petition?

MR, QUEHRN:. Yes, Your Honor. We will not
oppose the intervention by M. Van Cleve's client in
this instance.

I would only point out for the record,
however, that the interimrate relief that we have
filed, and a reference to this is actually in proposed
Schedul e 395, doesn't apply to a nunmber of, to use the
term | oosely, industrial custonmers, specifically
Schedul e 48, 448, 449, or certain custoners taking
servi ce under Special Contracts. And consequently, |
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woul d hope that as I CNU proceeds in this that we could
stay focused as to those custoners that would be subject
to this rate if it's approved by the Comm ssion.

JUDGE WALLIS: Very well.

Conmi ssion Staff, Public Counsel wi sh to
coment ?

MR, CEDARBAUM No objection to the
intervention. | have the sanme concern, that | wanted to
make sure that M. Van Cl eve represented sonme clients
who woul d be subject to the Schedule 395. And based on
his representation, I"'msatisfied that there are.

MR, FFITCH. No objection, Your Honor.

JUDGE WALLIS: Very well, the petition wll
be granted subject to limtation of issues to matters
that actually will affect your clients.

MR. VAN CLEVE: And one issue that | failed
to nmention was M. Quehrn nentioned the exclusion of
Speci al Contracts, and there's sonme | anguage around
whi ch Special Contracts in their filing, and it's not
clear to us whether it applies to the small custoner
Special Contracts that resulted fromthe Schedul e 48
settlenent, so that nmay be an issue that needs to be
addressed al so.

JUDGE WALLIS: It may be. In the neantinme, |
woul d encourage you to speak directly with M. Quehrn to
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see if you can resolve that.

MR. VAN CLEVE: | certainly will.

JUDGE WALLIS: We have a petition fromthe
County of King to intervene on behalf of King County.

MR. KUFFEL: That's correct, Your Honor
Agai n, Tom Kuffel, and King County receives electric
service from PSE at its South wastewater treatnment plant
i n Renton, Washington, under a Special Contract that was
execut ed approxi mately June 1st of this year

JUDGE WALLIS: I'mhaving difficulty hearing
you.

MR KUFFEL: Sure.

JUDGE WALLIS: Bring the m crophone closer to
your nouth, please.

MR, KUFFEL: King County receives electricity
fromPSE at its south wastewater treatnment plant in
Rent on, Washi ngton, pursuant to a Special Contract that
was executed between the County and the conpany
approxi mately June 1st of this year. The issues that we
have are, at |east particular to King County, to what
extent the proposed interimrelief would apply to that
contract. And then in addition, the interest that we
have of our sewage rate payers who are the ultimte
reci pients of those electrical charges that we receive.

JUDGE WALLI'S: Response fromthe conpany?



MR. QUEHRN: Thank you, Your Honor. Once
agai n, we have no objection to King County's
participation in this proceeding. It is ny
under st andi ng, however, and | would again note this for
the record and maybe for further discussion with County
representatives, that theirs is one of the Specia
Contracts to which the proposed rate would not apply.
To be quite frank, | amnot intimately fanmiliar with
their special contract, so we would certainly need to
check that and confirmit, not only to our satisfaction
but obviously the County's satisfaction too.

JUDGE WALLIS: Very well

Conmi ssion Staff, Public Counsel ?

MR, CEDARBAUM  Your Honor, again, | have the
same concern that the proposed Schedul e 395 woul d apply
to the party that's seeking intervention. |'mnot sure
one way or the other at this point whether that's been
satisfied. | think if the schedule applies, then they
certainly have an interest. |If the schedul e doesn't
apply, | don't see what that interest would be. And
don't know that | would object to their intervention
but I think the Commission certainly has the discretion
not to allowthemto intervene in this case if it's not
going to affect them

JUDGE WALLIS: M. Kuffel, | aminclined to



say that the petition will be granted to the extent that
the County has identified an interest in the proceeding,
and that interest which you have identified would be the
application to the Special Contract for wastewater

treat ment purposes of the proposed surcharge or

increase. And if it proves subject to response fromthe
conpany as to the application that the proposed rates
woul d not apply, then | would be inclined to deny your
petition for intervention. Wuld that be acceptable to
you?

MR. KUFFEL: Yes, that woul d be acceptable.
If it doesn't apply, then we would be inclined to not
want to participate.

JUDGE WALLIS: Very well

M. Quehrn. Can you respond to the County
and on what schedul e?

MR, QUEHRN:. Yes, Your Honor. | would like
to think that dependi ng upon how | ong this proceeding
takes this afternoon that this would be sonething that
we coul d take up tonorrow at your conveni ence. And
think it's a function of making sure that we | ook
closely at the Special Contract you take service under
in the tariff and then perhaps enter sone sort of
stipulation or sonething to that effect. But let's just
talk about it tomorrow if we can.



JUDGE WALLIS: Very well. And if you would
make a response in witing to the Comm ssion no |ater
than Friday of this week and al so address the question
of application to M. Van Cleve's clients as well.

MR, QUEHRN: | would be happy to do that.
Just on that last point, what | suppose | would need to
do there is have sonme discussion with M. Van Cleve to
make sure that we have a cl ear understanding as to what
395 is supposed to apply to, what it doesn't apply to.
' m not sure what box each and every one of the clients
or interests that purport to be represented by I CNU
woul d necessarily line up, if you follow nmy question.
So |l will need some help fromhimin order to do that.

JUDGE WALLI'S:  Yes.

M. Van Cleve, is that sonething in which
you're willing to participate?

MR. VAN CLEVE: Certainly. | my have to
seek some counsel from sonme of the particular customers
to find out what their particular situation is, but we
will get that information.

JUDGE WALLIS: Very well. As to those
matters, could that discussion be concluded by the end
of next week?

MR. VAN CLEVE: | would think so.

MR. QUEHRN:. That would be fine for ne.



JUDGE WALLIS: Very well, if the conpany
could respond no later than the end of next week, Friday
of next week, | would appreciate that.

Al right, now, M. Spigal, you have
i ndicated that you have filed a petition. | do not have
a copy of that petition in front of me. |If you could
summari ze briefly what it says, | would appreciate that.

MR. SPI GAL: M crochip Technol ogy owns a
facility in Puyallup, and M crochip Technol ogy w ||l
comence production of sem conductors in Decenber of
2002. At that time, Mcrochip Technology will be a
purchaser of Puget's Schedule 49 rate or what is
presently Schedule 49. And so M crochip Technol ogy
certainly has an interest in the cost of power from
Puget. So M crochip Technol ogy has an interest in the
accounting treatnent proposed by Puget and whether that
accounting treatment will result in rates which are just
and reasonabl e, whether posed now under the page three
rider for Tariff 395 or whether inposed and recovered at
a later date.

JUDGE WALLIS: M. Quehrn

MR, QUEHRN: Yes, Your Honor. M. Spiga
actually spoke with ne earlier this week, and |, or |ast
week, thank you, and | have seen his petition. And as |
understand the interest that he is asserting or his



client is asserting as a Schedule 49 customer, we would
have no objection to their participation in this
pr oceedi ng.

JUDGE WALLIS: Conmission Staff, Public
Counsel ?

MR, CEDARBAUM No obj ection.

MR, FFITCH: No objection.

JUDGE WALLIS: The petition will be granted.

On behalf of the City of Tukwila, M. Arnol d?

MS. ARNOLD: Yes, the City of Tukwila is a
Puget Sound Energy custoner, and Tukwila, the city of
Tukwi la, is in Puget's service territory, so the
resi dents and busi nesses located in Tukwila are al so
custoners. The City would raise two issues. One is
whet her a power cost adjustnent is appropriate at all,
and if so, whether it's appropriate at this particular
time. And we share the Public Counsel's concern that
this filing is not consistent with the nmerger order.
And secondly, the City would raise the question of
whether if it is appropriate at all, if the proposed
rate is just and reasonabl e.

The City of Tukwila expects to be joined by
several other cities that are also custonmers of Puget,
and we will file either an anended petition or whatever
formthe Judge thinks is the right formto do this in,
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but their issues will be identical to Tukwila's. It's
just a matter of getting the official approval fromthe
city councils for the other cities.

JUDGE WALLIS: Thank you, Ms. Arnold.

M. Quehrn?

MR, QUEHRN: Based upon ny revi ew of the
petition and ny understanding of the City of Tukwila's
status in this matter, | have no objection. | guess |
woul d only note if there are going to be other parties
added that would be in this | guess | will say class of
interveners, | would like to reserve the ability to
di scuss any one or nore of the additional parties.

MR, CEDARBAUM No obj ection.

MR, FFITCH: No objection.

JUDGE WALLIS: The petition of the City of
Tukwi | a is granted.

I will request as to any additional
petitioners that they be individually presented so that
they may be individually considered and that they be
served on all parties to the docket and that all parties
wi ||l have an opportunity to respond to the petition.

And given the time schedule on which we're
on, woul d seven days be adequate, M. Quehrn?

MR, QUEHRN: Yes.

JUDGE WALLIS: Very well.
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M5. ARNOLD: Thank you. Did you nean that
t hey shoul d respond within seven days?

JUDGE WALLIS: If you file a petition on
behal f of another city or entity seeking to intervene,
that would be served on all parties, and a response from
the conpany woul d be due within seven days.

MS. ARNOLD: Thank you.

JUDGE WALLIS: City of Brenmerton?

M5. OLSEN:  Your Honor, we have not filed a
witten petition at this time, but many of our concerns
mrror that of the City of Tukwila. Brenmerton is a
custoner as well as the residents of Bremerton, and we
share the concerns that the rate increases should be --
if they're appropriate at all at this tinme, and whether
if they are appropriate, they're just and reasonabl e.

JUDGE WALLIS: M. Quehrn.

MR, QUEHRN: No obj ection.

JUDGE WALLIS: Very well

Are there any other petitions to consider?

The petition of the City of Bremerton will be
gr ant ed.

And let's nove on then. The procedura
status of this docket is a little bit unusual in the
sense that it was filed under one docket nunber
originally, and then it was separated into two dockets,



one for consideration of an accounting petition, and one
for consideration of a request for rate relief. When
the notice was prepared in this docket, the origina
notice, it was prepared under Docket UE-011170, which is
the petition for an accounting order. Subsequently, the
Conmmi ssion did suspend the request for rate relief at
its open public neeting of Wednesday of |ast week. And
on Thursday, the Comm ssion served an anended notice of
heari ng which included the other docket.

The State Administrative Procedure Act
requires seven days notice of a proceeding, and the
Commi ssion's ability to waive that is extrenely limted
Consequently, | want to ask whether the parties who are
here today waive the seven days notice and if the
parties believe that any additional process is required
in light of that anomaly.

Lets begin with the conmpany, M. Quehrn?

MR, QUEHRN: We will waive notice, Your
Honor .

JUDGE WALLI'S: For Comm ssion Staff?

MR. CEDARBAUM We woul d al so waive and --
well, I will just leave it at that. Thank you.

JUDGE WALLIS: Oher parties, Public Counsel?

MR. FFI TCH. Public Counsel will waive the
noti ce, Your Honor.



JUDGE WALLIS: M. Van Cleve?

MR. VAN CLEVE: |ICNU will waive the notice.

MS.  ARNOLD: City of Tukwila waives the
noti ce.

MR, SPIGAL: M crochip Technol ogy wai ves the
noti ce.

MR, KUFFEL: King County waives the notice.

MS. OLSEN. City of Brenerton waives the
noti ce.

JUDGE WALLIS: Very well. Does any party

bel i eve that additional process is necessary on this
poi nt ?

Let the record show that there is no
response.

Do parties wish to invoke the discovery rule
in this proceeding?

MR. QUEHRN: Yes, Your Honor.

JUDGE WALLIS: Is there any objection?

Very well, the discovery rule will be
i nvoked.

Do parties envision the need --
M. Cedar baum

MR, CEDARBAUM |'msorry to interrupt. |
just wanted to interject, this is kind of a discovery
scheduling matter, once we get -- | just didn't want to



go past this point to raise the issue. But once we get
to schedul i ng, depending on the schedule, Staff may be
asking for acceleration of discovery for the data
request turn around tinme fromthe current rules of the
ten business day limtation. So | just wanted to put
the parties on notice while we were running by that
poi nt .

JUDGE WALLI'S: That is anticipated, thank
you, M. Cedarbaum

Do parties see a need for a protective order?

MR. QUEHRN: |I'm sorry, Your Honor, could you
repeat the question?

JUDGE WALLIS: Yes. Do parties see a need
for a protective order?

MR, QUEHRN: Yes, Your Honor.

JUDGE WALLIS: |Is there any objection to
entry of a protective order?

Let the record show that there is no
response, and a protective order will be entered.

The next itemon ny agenda -- well, let's go
past that to a matter that M. Cedarbaumidentified
earlier, and that is the question of consolidation.
Woul d there be any objection to an order of
consol i dati on which would weld these two dockets
t oget her subject to the Conmm ssion's discretion at a



later time to unweld thenf

Let the record show that there is no
obj ection, and an order of consolidation will be
ent er ed.

Now | et's take a | ook at scheduling, and what
I would propose to do at this point would be to go off
the record for a discussion of scheduling and factors
relating to scheduling and then return to the record
with a statement of the results of those discussions,
of fering each participant the opportunity to suppl enent
or correct anything that may be said. |[Is that
acceptable to the parties?

| see no objection, and let us be off the
record for that scheduling di scussion.

(Di scussion off the record.)

(Brief recess.)

(Di scussion off the record.)

(Brief recess.)

JUDGE WALLIS: Let's be back on the record
foll owi ng a sonewhat extended di scussi on of process and
scheduling. | would like to begin this discussion for
record purposes with the matter that was | ast taken up
off the record, and that is a question as to the
sufficiency of custoner notice. Public counsel had
rai sed that issue in its dispositive notion but has



asked that the question be independently addressed. The
conmpany responded to that by saying that it is commtted
to providing a sufficient response and is willing to
cooperate with Public Counsel and Comm ssion Staff in
determ ni ng whether the conpany's notice net the
standards of the pertinent rule, and Conm ssion Staff
and Public Counsel have both indicated an agreenent to
cooperate. Comnmi ssion Staff also called attention to
the Comnmi ssion's order suspending this docket, which did
i nvoke the rule and state that the conpany was required
to comply therewith, which is, | believe, consistent
with the conpany's representation.

Is my sunmary adequate, or do parties wish to
add anything at this juncture?

MR, FFI TCH: Your Honor, | will sinply add
that we -- that our notion still stands although we are
happy to work with Puget as you di scussed.

JUDGE WALLIS: Thank you, M. ffitch

MR, QUEHRN:  Your Honor, | think your summary
is sufficient from Puget Sound Energy's perspective.
Thank you.

JUDGE WALLIS: Thank you.

Now | et's nmove on to scheduling questions.

As noted, Public Counsel has filed a notion to disniss
these dockets. The scheduling for dealing with that



noti on has been determ ned as follows.

Any party wishing to join in Public Counsel's
nmotion or to file another notion for dispositive relief
may do so until the close of business on Tuesday,

Sept enber 12t h.

Any party wishing to answer, that is to
oppose and answer the notions, may do so no | ater than
Monday, Septenber 21st.

And any party wishing to reply to the answer
may reply to any matter that is newy raised in the
answer by denonstrating that it is newly raised and
provi ding a response by the close of business on
Wednesday, Septenber 23rd, which provides a two day
wi ndow for a response.

MR. FFI TCH. Excuse me, Your Honor, as to the
dates, the Monday foll owing Friday the 21st is Mnday,
Sept enber 24t h.

JUDGE WALLIS: Septenber 24th, yes, thank
you.

MR, QUEHRN: And | would just add for the
record, | think all of the dates were correct, the 12th,
the 21st, and the 24th, but they were a Wednesday, a
Fri day, and a Monday per ny cal endar, not a Tuesday.

JUDGE WALLIS: That's what | get for using a
cal endar issued by a historical association.



Al right, let's nmove on then. W then
engaged in a discussion relating to scheduling of
potential hearings on the conpany's request for interim
or energency relief. The conpany indicated that it was
not unduly concerned about the characterization as
interimor energency, that it believes that it is
entitled to a speedy hearing on its request, and
believes that its case as presented denpnstrates that it
is entitled to that relief.

In discussions with Commi ssion Staff in
particular, Staff indicated that in order to respond to
the formof the requested relief, that is a deferra
mechanism it would require approximately 90 days from
subm ssi on of a power supply study. The conpany has
indicated that it does not believe under the standards
for the pertinent relief that it is required to nake
that presentation, and consequently as a result | have
requested that the parties nmake a statement at this tine
on the record regarding their scheduling needs and their
abilities.

The Commi ssion is commtted to providing
swi ft response to conpanies who allege that they are in
enmergency circunstances so that the health of conpanies
i s adequately considered on an energency basis when that
allegation is raised and is disposed to respond as



qui ckly as feasible given the requirenents of due
process and an adequate opportunity to respond, which is
guaranteed in the State's Admi nistrative Procedure Act.

Wth that preface, I'mgoing to turn to the
parties beginning with the conpany and then Conmm ssion
Staff, Public Counsel, and others, and then allow ng the
conpany to respond on the issue of scheduling a hearing
on the interimrequest. M. Quehrn.

MR, QUEHRN: Thank you, Your Honor. The
petition filed by Puget Sound Energy nmekes reference to
the standard that's been adopted by the Comm ssion for
interimrate relief. A specific Northwest Bell decision
and the citation for that case is in the petition. That
case sets forth a very clear and articulate six part
test that a utility seeking interimrate relief nust
satisfy if they are going to obtain relief. Failure to
satisfy that standard would indicate that the utility is
not entitled to that relief.

VWen we filed our petition, we also filed our
direct case with the petition because as you point out,
the case does use interimand emergency interchangeably,
but make no mistake, this is an enmergency. The conpany
does need to proceed with this determ nation as quickly
as possi bl e.

Listening to the conments that came up around



scheduling, it seens to ne that there are three then sub
issues. The first is, is this the appropriate standard,
is it fair, just, and reasonable, is it the standard for
PC, is it sonething else. | would subnmit that if there
is a question as to what standard should be applied to
this petition, that is a question of |law. That question
shoul d be brought with dispositive notions and addressed
at that time. We are asserting that we have pled the
correct standard and are entitled to relief pursuant to
t hat standard

A second approach would be for Staff to argue
that we have not nade a prim facie showi ng on the basis
of the evidence that has been subnitted relative to the
agreed upon standard. That is also a mechanismthat is
available for the Staff to pursue in the context of this
proceedi ng.

The third approach would be if we agree upon
t he standard, which again | believe is a question of
law, for the Staff to proceed to file responsive
evi dence directed at that standard, giving us the
opportunity for rebuttal to that evidence, and proceed
to hear that case on the nmerits per the standard for
interimrate relief. It has been suggested that somehow
this is trying to fit a square peg into a round hol e,
and | woul d suggest that that characterization, although
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| understand the context within which it was raised, is
essentially confusing the standard for granting relief
with the nature of relief that is granted after that
standard has been sati sfied.

We woul d submt that we have filed a petition
that is conplete and sufficient, identifies the correct
standard, and are prepared to proceed to have that
petition heard and woul d ask that the Conmi ssion do so
in due course.

JUDGE WALLIS: M. Quehrn, was the U S. West
rate case on which you rely for your statenment of the
standard one in which the conpany asked for a deferra
mechani sn?

MR. QUEHRN: No, it was not.

JUDGE WALLIS: And a couple of details, is it
the conpany's conmitnent that it will file a genera
rate case during the nonth of Novenber?

MR, QUEHRN: Yes, and | would only -- that's
the comritnent in the petition. W have yet to resolve
the schedule on this. That may have sone bearing in a
practical sense, but that is currently our commitnent
bef ore the Conmi ssi on.

JUDGE WALLIS: Very well

M . Cedar baum

MR, CEDARBAUM  Thank you, Your Honor. In



listening to M. Quehrn, there were actually some points
of agreement. That usually happens, and it did this
time. Staff is in agreenent that the company -- that
Staff and the Commi ssion have the responsibility to naeke
sure that this conpany's rates are just, fair
reasonabl e, and sufficient, both fromthe custoner's and
fromthe sharehol der's perspective. Staff also believes
that it and the Conmi ssion has a responsibility to nake
sure that when a request conmes before it for -- which is
an attenpt to denonstrate that there is financia
di stress of a conpany, that the Comm ssion should take a
very careful look at that, and so should Staff. | think
we're on agreenment on those two points with the conpany.
Where we part agreenent is the formin which
that relief will be granted if and when it shoul d be
granted. Staff is perfectly anenable, again subject to
the nmotion to dismiss by Public Counsel, for the conpany
to file for interimrates under the traditional type of
format where they denonstrate they have financia
di stress and they denonstrate how nuch noney is required
to relieve that financial distress. W're willing to
entertain that and turn that around in a fairly quick
time franme, and | suggested before about four to six
weeks for the presentation of Staff's case after the
conpany nakes that filing.



But we can not responsibly and adequately
review the PCA that's been requested given the nmechanics
of how it works, given the factual issues that are
evident, given the policy issues that are evident, we
can not do that on the tine frame suggested by the
conpany. W require three nonths, as we stated earlier
I think off the record, after the conpany were to file a
power supply case with the Comm ssion that we can
anal yze

So in sumary, we're ready, willing, and able
to exam ne the financial health of this conpany but in a
formand through a process that will acconplish the
Conmi ssion's responsi bility of nmaking -- ensuring that
rates are just, fair, reasonable, and sufficient, while
at the sane time protecting everyone's due process
rights, including the conpany's and all other parties
and Staff. W just can't do that under the tinme frane
suggested and in the type of relief that is requested by
t he conpany. Thank you.

JUDGE WALLIS: M. ffitch

MR, FFITCH. Thank you, Your Honor. Public
Counsel would concur in the remarks of Staff. Qur
fundamental position really is set forth in our notion
to dismss. W believe that proper scheduling in this
matter is really dependent on the presentation of an



appropriate request by the conpany. W do not have such
an appropriate request at this tinme, as we have
suggest ed.

| also want to respond to the point that the
Conmi ssion has an obligation to respond to the needs of
conpani es that are facing financial difficulties, and
just want to nake one or two points. One is that this
type of request has been com ng before this Comn ssion
since there has been a Conmission. And the fact that a
conpany makes all egati ons about financial distress is
not determ native. It is only the beginning, and the
Commi ssion has very well established and very well tried
and very reliable nechanisns for review ng those
requests. And there has sinply been no showing in this
proceeding that now in the year 2001 it is tinme to
depart from those.

There is no question the conpany has a right
to request interimrate relief. The Conm ssion has
established a mechanismfor doing that. And the
mechani sm not only protects the conpany, it protects the
conpany's customers fromunjustified requests for
interimand energency rate relief. And, in fact, if you
| ook at the Conmi ssion orders goi ng back through the
| ast few decades, the Comm ssion has been very rel uctant
to grant relief and has sought to engage in carefu



review. And one of the standards set out in the PNB
case is the adequacy of the hearing. This is not snall
clainms court, and we would urge the Conm ssion to not
col | apse and truncate and expedite procedures to the
poi nt that they becone neani ngl ess and a deprivation of
due process for custoners.

And we woul d suggest finally that if the
conpany believes that it's entitled to either interim
relief or a PCAin this case that it really knows ful
wel | how to request those and has chosen not to do so in
this case. And | don't believe it's appropriate for the
conpany to be asking the Comni ssion or other parties to
accede to this type of a process when we don't even have
to start down this road. There are other nore
appropriate, nore efficacious, nore fair, nore accurate,
and nore productive processes available to us, and we
woul d urge that those be initiated. And once we have
that kind of a case before the Conmm ssion, Public
Counsel will commit to any kind of reasonabl e procedura
schedul i ng proposals that are made.

JUDGE WALLIS: Thank you, M. ffitch

Do any of the other parties wish to conment?

M. Van Cl eve.

MR. VAN CLEVE: Thank you, Your Honor. |
think that M. Cedarbaum has provided a sinple but very



convi ncing analysis that says that if this is a sinple
request for interimrate relief, it can be processed
expedi tiously much as the Avista case is being and ot her
interimrate relief requests have been in the past in a
short time frane. But if this case involves a PCA and
it's going -- and a deferral mechanism it's going to
take much | onger.

And | think in the past that PCA proposals
have been very controversial in this state. At one
time, Puget Sound Power and Light had a mechani sm of
that sort, which was ultimately rejected. Mre recently
Avi sta proposed a PCA in its nost recent general rate
case, and even in the context of a general rate case,
the PCA was rejected at least for the tine being. There
are very difficult issues with the PCA |ike what is the
base |ine, and what are the appropriate adjusters, and
what type of adjustnent should be made to ROE to refl ect
a shift of risk fromshareholders to custoners. And
these sinply can not be analyzed on an expedited basis
wi t hout | ooking at all the relevant facts.

So we woul d support | think what
M . Cedar baum proposed, which is if the conpany refiles
this as a sinple request for interimrate relief, it can
be processed quickly. But it if includes a deferral and
a PCA, then it needs to have a schedul e that | ooks nore
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like a traditional rate case schedule. Thank you.

JUDGE WALLIS: Ms. Arnold.

MS. ARNOLD: And the rate payers of Tukw |l a
concur. The rate payers should not be paying -- should
not be paying -- let ne start that all over again.

We first of all object to an accounting order
with a pronmise to a future recovery or a recovery
mechani sm absent a thorough investigation of what the
base line represents. M. Cedarbaum has said that the
Staff requires two to three nonths fromreceipt of a
power cost study in order to know whether or not the
request is just and reasonable, and the City of Tukw |la
supports the Staff in its request for adequate tine.

JUDGE WALLIS: M. Spigal

MR, SPIGAL: | concur in the comments by
M. Cedarbaum M. ffitch, M. Van Cleve, and
Ms. Arnol d.

MR. KUFFEL: King County |ooks forward to
engagi ng in discussion with the conmpany begi nning
tonmorrow about the scope of their petition and to what
extent it extends to the County or it's intended to
extend to the County or not.

Wth respect to the earlier coments, we
share in the concerns raised by Staff and Public Counse
and ot her interveners regarding the scheduling concerns
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and would join in their proposed scheduling time |ine.

JUDGE WALLIS: Thank you, M. Kuffel

Ms. O sen

MS. OLSEN. The City of Bremerton shares the
same concerns that have been voiced by the Conmm ssion
and the Public, and we join in those.

JUDGE WALLIS: M. Quehrn.

MR, QUEHRN: Thank you, Your Honor. W would
submit that the Conm ssion decides what relief is
appropriate if we offer a showing that neets the
standard for interimrate relief. It is not the
position of Puget Sound Energy or Staff or Public
Counsel or any of the interveners to decide for the
Conmi ssion what relief they can provide if that standard
is otherwise satisfied. And | would subnmit to you that
we have submitted a petition that nmeets the standard and
shoul d go forward.

Specifically with respect to M. Cedarbaum s
concern that they can't respond within three nonths
after a power supply case has been filed, | would only
reiterate that we do not believe that there is a
requi renent under the standard that such a filing be
made. There are any nunber of other things that Staff
m ght be interested in that aren't necessarily key
guestions to resolving a request for interimrate



relief.

And finally with respect to M. ffitch, we
have heard several times this is not an appropriate
request, and | would submit to you that although that
may be Public Counsel's heartfelt view, that is again
getting to the nmerits of what this petition is about.

It is not -- there is nothing procedurally inadequate
about our filing, nor have | heard anybody say that
there is anything procedurally inadequate about our
filing fromthe standpoint of identifying the
appropriate standard and neeting that standard. et her
it is appropriate or not or the relief is appropriate or
not is once again a question for the Conmi ssion, not for
any party to dictate. Thank you.

JUDGE WALLIS: M. Quehrn, just to clarify,
is it your position then that the Conmi ssion in
deternmi ni ng whether the deferral of power supply costs
is fair, just, reasonable, and sufficient, need not | ook
at historical power supply costs?

MR. QUEHRN: The type of evidence that the

Commi ssion needs to | ook at, again, | believe are
responsive to the specific criteria set forth in the
standard. | have the standard in front of ne. There is

no specific call to this particular issue. There is,
again, as M. ffitch nentioned, a requirenent for a



hearing, and | won't recite the standard, but there is
no specific call for that type of information. M ght

t he Comm ssion want to ask questions and do some degree
of inquiry down those |ines conmensurate with interim
relief as opposed to a final PCA that's going to go on
forever, that may very well be a type of inquiry that
the Commi ssioners want to undertake. But again, the
type of analysis that | think Staff is wanting is
appropriate for a general rate case, not for interim
relief.

JUDGE WALLIS: Very wel |

Are there any further matters to come before
t he Conmi ssion?

It appears that there are not. | will thank
you all for attending today, and we will adjourn this
conf erence.

MR. FFI TCH: Your Honor, | apologize, |I had
intended on nmy own list to raise the question of
schedul i ng of a public coment hearing. | think perhaps
in my own defense, we had not gotten into that kind of a
detail ed scheduling | eading up to evidentiary hearings,
whi ch woul d have naturally triggered that. But we would
request that the Conm ssion consider establishing a
public coment hearing or hearings in this matter as it
makes schedul i ng deci si ons.



JUDGE WALLIS: Yes, | did have that on ny
list, and | deferred inquiring into it in light of our
inability to commit to any either set of dates or
general period in which the hearing nust be schedul ed.
I will commit on behalf of the Conmi ssion that in the
event that either atime frane is identified or some
dates are established, that the Comm ssion public
affairs staff will work with Public Counsel, the
conpany, and other parties to the proceeding to
establish an appropriate tinme and place or tines and
pl aces for the opportunity for public conmrent.

MR, FFITCH. Thank you, Your Honor

JUDGE WALLIS: Is there anything further?

It appears that there is not. Thank you all

(Hearing adjourned at 4:10 p.m)






