BEFORE THE WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION

Docket Nos. UE-111048 and UG-111049
Puget Sound Energy, Inc.'s 

2011 General Rate Case

BENCH REQUEST NO. 021
BENCH REQUEST NO. 021:
Mr. Buckley testifies that “A further update [of projected rate year power costs due to gas price forecast changes] should be ordered as part of the compliance filing.” Exhibit No. APB-1CT at 31: 12.  Mr. Buckley also observes that “The Commission has recently allowed electric utilities to update certain costs during the general rate case process, as long as there is a suitable transparency to the calculation and adequate time for other parties to review the updated amounts.  Typically, those updates have been limited to forecasted gas and electric market prices, new firm contracts, or budget updates from third party owners of resources such as the Mid-Columbia project owners.”  Exhibit No. APB-1CT at 29:11-16.

Mr. Schoenbeck testifies that “the Commission should require PSE to perform an additional update to its power supply costs based on forward gas prices from the three-month period of October through December.”  Exhibit No. DWS-1CT at 7:17-20.  During his explanation of his gas price update calculation, Mr. Schoenbeck states, “…it is also necessary to update PSE’s “out-of-AURORA” mark-to-market adjustment.”  Exhibit No. DWS-1CT at 7:10-11.  

Mr. Mills argues the Commission should “reject both adjustments [Commission Staff and ICNU’s] and order PSE to update rate year power costs with more recent gas prices…”  Exhibit No. DEM-11CT at 51:11-13.  Mr. Mills describes this update as “methodical and includes updating the AURORA model for the more recent gas prices and for the fixed-price short-term rate year power contracts in place at the pricing date.  In addition, the Not-in-Models costs have been updated to reflect the updated forecast gas prices, the updated AURORA modeled power prices, the more recently dated fixed-price short-term natural gas contracts and the more recently dated short-term power contracts.”  Exhibit No. DEM-11CT at 58:17-59-4.

TO PSE:
A. Does the Company propose to update power costs using the same methodology upon which its supplemental testimony updating as-filed power costs in this proceeding is based?  

1. If so, describe the methodology and identify each component adjustment that contributes to the overall adjustment.

2. If not, describe the methodology PSE proposes to use, identify each component adjustment that contributes to the overall adjustment and explain why the methodology is different from that used in the previous update.
TO STAFF and ICNU:

B. Do you propose to update power costs using the same methodology that PSE used in its supplemental testimony updating as-filed power costs in this proceeding?

1. If not, describe the methodology you propose to use, identify each component adjustment that contributes to the overall adjustment and explain why you believe the methodology is more appropriate than that PSE used in its supplemental filing.

2. With respect to each underlying adjustment you propose to PSE’s overall power costs, state whether it is an “in-AURORA” adjustment or an “outside-AURORA” adjustment.

Response:

A. Puget Sound Energy, Inc. (“PSE”) proposes that power cost updates for the compliance filing in this proceeding be limited to rate year forward gas price updates plus any other adjustments as ordered by the Commission.  The rate year power costs included in PSE's rebuttal filing include the most recent cost information available to PSE; therefore, PSE proposes no updates for other than gas prices in this proceeding’s compliance filing.  As noted on page 50, lines 5-7 of the Prefiled Rebuttal Testimony of David E. Mills, Exhibit No. ___(DEM-11CT), “PSE has consistently promoted the establishment of rate year gas prices based on forward prices as close as possible to the beginning of the rate year, regardless of whether gas prices were increasing or decreasing”.  
1. PSE proposes to use the same methodology incorporated in both PSE's supplemental and rebuttal cost forecasts.  The methodology and each adjustment to update for more recent forward gas prices includes the following for this proceeding:
a. Determine the cut-off date for forward gas prices (for example, PSE’s rebuttal filing cut-off date was December 8, 2011);

b. Calculate the 3-month average rate year forward gas price for all hubs used by PSE, including those input into the AURORA model (for example, PSE’s rebuttal filing 3-month average rate year forward gas price for Sumas was $4.07 per MMBtu) and those not included in the AURORA model (for example, the Station 2 hub is not included in AURORA, yet its price must be calculated because PSE has gas transportation at that location);

c. Input the updated rate year forward average monthly gas prices
1. into the AURORA model for all gas hubs; and
2. into the Not in Models for the gas mark to market calculation;
d. Download PSE’s rate year short-term forward power and gas for power contracts at the price cut-off date and

1. Input the rate year fixed-price power contracts into AURORA;

2. Update the gas for power mark to market transactions in the Not in Models calculation; and
3. Update for premiums and discounts associated with power and gas for power contracts priced at plus or minus index in the Not in Models calculation;
e. Run the AURORA model for each of the 70-years of hydro data.  The average of the seventy AURORA model runs output represents the rate year generation, power prices and a portion of the rate year power costs (the Not in Models includes the remaining power costs);
f. Update PSE’s Not in Models calculations to reflect the updated AURORA model output.  Specifically, the Not in Model adjustments to be updated are those that use rate year prices or resource purchases/generation volumes (MWhs).  These currently include:

1. Gas for power mark-to-market (uses both contracts and prices);

2. Power mark-to-market for premiums and discounts (uses both contracts and prices);

3. Winter peaking requirements (uses short-term on-peak power contracts);

4. Generation Imbalance (transmission) costs for wind resources (uses power prices);
5. Klamath Peaker Purchased Power Agreement (“PPA”) costs (uses Klamath PPA generation);

6. Incremental costs of distillate fuel used under PSE’s maintenance (uses power prices); and
7. Douglas Settlement contract (uses power prices).

2. See PSE’s Response to Bench Request No. 21A, above.
� If any party responds to Bench Request 21B, PSE may provide a supplemental response stating its position.
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