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1     Q.     -- rate projections, you'll know what we're referring

2 to?

3     A.     Yes.

4     Q.     Okay.  Thank you.

5            Is it correct that as part of the global settlement,

6 Staff is accepting the amended petition for decoupling

7 mechanisms without change?

8     A.     Again, I didn't see Mr. Schooley's final testimony on

9 the global settlement, so I'm not sure.  But I personally am

10 endorsing this particular decoupling mechanism that's in front

11 of you.

12     Q.     So you're endorsing the amended petition for

13 decoupling mechanisms without change, correct?

14     A.     Yes.  I don't think they need to be changed.

15     Q.     The amended decoupling petition contains what's

16 called a "K-Factor."

17            Can you define "K-Factor" for me?

18     A.     (Witness reviews document.)

19                    (Pause in the proceedings.)

20            THE WITNESS:  My testimony on page 4 defined the

21 K-Factor as the fixed-percentage increase applied only to

22 non-power costs.

23 BY MS. DAVISON:

24     Q.     So is that your understanding of what a K-Factor is?

25     A.     Well, clearly there are hundreds of different
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1 versions of K-Factor out there.

2            When Puget first filed their petition for decoupling,

3 it included an entirely different version of a K-Factor that

4 incorporated changes in conservation, and so a K-Factor is a

5 term of art that can be used in lots of different ways.

6            But this is a fairly standard version of a K-Factor.

7 I would call this the "plain vanilla K-Factor" that just applies

8 a percentage increase to some proportion of cost or some -- or

9 sometimes to overall costs going forward over time.

10     Q.     Would you consider it to be synonymous with an

11 attrition adjustment?

12     A.     It's not synonymous with an attrition adjustment, but

13 it can effectively act as an attrition adjustment.

14            An attrition adjustment is typically applied during

15 the development of a revenue requirement in a general rate case,

16 and so it will assume some -- some relationship between costs

17 and revenues and load at a particular point in time.

18            And a K-Factor will typically say take that -- take a

19 historic look at how those relationships have changed and be

20 applied in a going-forward kind of a way, so it's similar but

21 not the same.

22     Q.     Do you know what the "K" stands for in the K-Factor?

23     A.     I do not.

24     Q.     The K-Factor that is contained in the amended

25 decoupling petition, is that similar to the K-Factor defined in

Exhibit No.___(MCD-3) 
Page 2 of 93



Deborah J. Reynolds - 4/2/2013

SEATTLE 206.287.9066  OLYMPIA 360.534.9066  SPOKANE 509.624.3261  NATIONAL 800.846.6989
BUELL REALTIME REPORTING, LLC

Page 26

1 the Regulatory Assistance Project guide dated June 2011?

2     A.     Did you ask -- could you repeat the question?

3     Q.     Sure.  Is the K-Factor that is contained in the

4 amended decoupling petition the same K-Factor that is defined in

5 the Regulatory Assistance Project guide dated June 2011?

6     A.     I would have to check.  I don't have that definition

7 memorized.

8     Q.     Thank you.

9                         (Exhibit No. 1 marked.)

10 BY MS. DAVISON:

11     Q.     I am handing you what the court reporter has marked

12 as Exhibit No. 1, which is your response to ICNU Data Request

13 3.4.

14            Do you recognize this document?

15     A.     (Witness reviews document.)

16            So for whatever reason, I show that I submitted a

17 supplemental revised response, which I honestly don't think is

18 actually different, but I just thought I would point it out.

19     Q.     I did see that.

20     A.     Do you explicitly want me to use -- I mean, did you

21 want --

22     Q.     I want you to use the exhibit.  I did compare them --

23     A.     Okay.

24     Q.     -- and I did not see a difference, so I was a little

25 confused by that, so I used your --
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1     A.     Okay.

2     Q.     -- original submission.

3     A.     The only thing I found was that Commission is

4 capitalized, and that makes me feel better.

5     Q.     So you recognize --

6     A.     Yes, I do.

7     Q.     -- what's been marked as Exhibit 1 as your original

8 response to ICNU Data Request 3.4?

9     A.     Yes, I do.

10     Q.     In response to this data request marked as Exhibit 1,

11 you cite to the requirement that a decoupling mechanism provides

12 a two-way true-up mechanism increase or decrease.

13            Does the decoupling proposal contained in the revised

14 petition contain a mechanism that allows rates to both increase

15 and decrease?

16     A.     It does for the two classes of customers included in

17 the mechanism, which are residential and nonresidential.  And,

18 of course, Schedule 449 is in the rate plan group, which is

19 Group 3.

20     Q.     And if you layer on top of that the K-Factor

21 mechanism, would customers see an overall annual rate decrease?

22     A.     I can't answer that question, because I don't know

23 what load is going to do.

24     Q.     So if load goes up, how would that impact your

25 answer?
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1     A.     Under our decoupling mechanism, when load goes up in

2 a particular year, in the following year, rates will be lower or

3 bills will be lower, and it is possible that it could -- that

4 the change in load could exceed the 3 percent increase and

5 possibly could offset it.

6     Q.     And the 3 percent increase, are you referring to the

7 K-Factor increase?

8     A.     I am.

9     Q.     Thank you.  Do you recall attending a workshop in the

10 summer of 2012 with PSE in which John Story said that with the

11 K-Factor in place, it was highly unlikely that customers would

12 see a rate decrease under that mechanism?

13     A.     If I recall correctly, that was the original K-Factor

14 that would have been under discussion in that situation.

15            And that is absolutely true, but that's because that

16 was a one-way decoupling mechanism.

17     Q.     So --

18     A.     It's not the same.

19     Q.     As what's before us today?

20     A.     Correct.

21     Q.     Thank you.  And if you refer to Ms. Barnard's

22 testimony, page 2, lines 21 through 22?

23     A.     I don't have that.

24     Q.     I'll just tell you.

25     A.     Okay.
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1     Q.     I can pull it out if you want to see it, but

2 generally she says that the K-Factor is set at a constant level

3 that is similar to a rate plan.

4            Is that your understanding of the K-Factor that is

5 being proposed in the global settlement?

6     A.     It's my understanding that the K-Factor is set at a

7 specific level, and that it's being referred to as a rate

8 plan -- or I'm not sure I understand the question.

9     Q.     Ms. Barnard --

10     A.     Do you want me to confirm that she said that or...

11     Q.     Well, let me try the question again.

12            Ms. Barnard refers to the K-Factor being set at a

13 constant level; is that your understanding?

14     A.     Yes.

15     Q.     And in light of that, customers are likely to see

16 rate increases each year under the K-Factor; is that correct?

17     A.     Again, they may see rate increases, and they may not.

18 It will depend on load.

19     Q.     And does Staff have an analysis of what level of load

20 would need to materialize for rate increases not to occur?

21     A.     I have multiple models of that from previous -- in

22 the preparation of the Bench request for -- in the previous

23 general rate case, so...

24     Q.     Would those analyses apply to the proposal that's

25 before us today?
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1     A.     I have not applied those models to this -- to this

2 proposal.  I had Chris Mickelson work on some of that material,

3 though.

4     Q.     And does he have analyses that show what level of

5 load would need to materialize in order for there not to be a

6 rate increase under the K-Factor?

7     A.     Well, because it's a model, you could determine that.

8 But I think it's not different from the work papers provided by

9 Mr. Piliaris in terms of looking at, you know, how it works and

10 what will happen.

11     Q.     Is it more probable than not that customers would see

12 annual rate increases under the K-Factor?

13     A.     It really depends on the weather.  And the weather

14 has been less and less predictable, so I really can't say.  At

15 some point it should balance.

16     Q.     The revised decoupling mechanism, does it have -- is

17 it weather normalized?

18     A.     I don't recall.

19     Q.     What conservation opportunities are being foregone by

20 PSE due to a lack of a decoupling mechanism?

21     A.     I don't -- I don't think that's the right question.

22            With all due respect, this mechanism is not a

23 conservation impact mechanism, and so it's not intended to

24 address only the effective conservation on load.

25     Q.     What's it intended to address?
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1     A.     It addresses all change in load from the economy --

2            MS. BROWN:  Can you speak up?

3            THE WITNESS:  -- from weather.

4            All changes in load from the economy.  From weather.

5 All of them.

6 BY MS. DAVISON:

7     Q.     So it captures all those components?

8     A.     It's supposed to.  We'll know better after two years

9 have gone by.

10     Q.     So I will go back to my question, which is:  Are

11 there any conservation opportunities that are being foregone by

12 PSE due to a lack of any type of decoupling mechanism?

13     A.     So in the attachment to my supplemental revised

14 response, 3.2, I provided the table of the Commission basis

15 reports.  And it shows that in -- since 2005, the Company has

16 never managed to earn their authorized rate of return, and part

17 of that impact is the effect of conservation.

18            And so, again, the Company is required to do

19 conservation by the Energy Independence Act, and they have to do

20 all conservation.  And so they had better be doing all

21 conservation, but I believe that that increases our duty to make

22 sure that the rates are compensatory.

23     Q.     So is it your view that there are no conservation

24 opportunities being foregone by PSE at this time?

25     A.     I think I said there had better not be, but I don't
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1 know that there aren't any.

2     Q.     So this is not an area in which Staff has done any

3 analysis on?

4     A.     We have done -- conservation programs are -- we are

5 investigating them annually --

6     Q.     But my question goes --

7     A.     -- all the time, so -- I mean, we are attempting to

8 ensure that the Company is -- is pursuing all the conservation

9 they're supposed to achieve.

10            But can I ever make a flat statement, everything is

11 perfect, no.

12     Q.     And my question is whether you're aware of any

13 conservation opportunities that are being foregone by PSE.

14     A.     No, I'm not.

15     Q.     Thank you.  Is it your testimony that customers will

16 be better off under this decoupling mechanism than without it?

17                    (Pause in the proceedings.)

18            THE WITNESS:  I don't think it's a question of

19 ratepayers being better off or worse off.  I think it's a

20 question of finding the balance point between the interest of

21 ratepayers and the interest of shareholders, and I think that

22 this mechanism does that.

23 BY MS. DAVISON:

24     Q.     Right.  I understand that's what Staff was trying to

25 achieve, but my question is:  Will ratepayers be better off
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1 then it is a reasonable jumping-off point for a decoupling

2 mechanism.

3            And, no, I -- well, my testimony addresses whether or

4 not it's consistent with the policy statement.  I don't know

5 that the global settlement does.

6            THE WITNESS:  Could you read my answer back; is that

7 okay?

8            MS. BROWN:  Yes.

9            MS. DAVISON:  Sure.

10            THE WITNESS:  Thank you.

11                    (Answer was read back.)

12 BY MS. DAVISON:

13     Q.     I would like to hand you what the court reporter will

14 mark as Exhibit 2, and it is your response to ICNU Data Request

15 No. 3.5.

16                    (Exhibit No. 2 marked.)

17 BY MS. DAVISON:

18     Q.     Do you recognize this document?

19     A.     (Witness reviews document.)

20            Yes.

21     Q.     Is it true that Staff's global settlement proposal

22 does not recognize the Commission's policy statement requirement

23 that a decoupling proposal include a mechanism for accounting

24 for off-system sales and other avoided costs?

25     A.     (Witness reviews document.)
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1            So I did not testify about the global settlement.

2            The decoupling mechanism...

3            Can you phrase your question in terms of the

4 decoupling mechanism?

5     Q.     Sure.  I think as it relates to my question, it's one

6 and the same, but is it true that Staff's support of the

7 settlement proposal, which contains the revised decoupling

8 proposal, does not recognize the Commission's policy statement's

9 requirement that the decoupling proposal include a mechanism for

10 accounting for off-system sales and other avoided costs?

11     A.     (Witness reviews document.)

12                    (Pause in the proceedings.)

13            THE WITNESS:  We need to make two points about the

14 Commission's policy statement on decoupling.

15            First --

16 BY MS. DAVISON:

17     Q.     Could you first answer "yes" or "no," and then

18 explain?

19            MS. BROWN:  If it's susceptible to a "yes" or "no"

20 answer.

21            THE WITNESS:  I forget.

22            Is it does it include it or does it exclude it?

23 BY MS. DAVISON:

24     Q.     Is it true that Staff's support of the global

25 settlement proposal does not recognize the policy statement's

Exhibit No.___(MCD-3) 
Page 11 of 93



Deborah J. Reynolds - 4/2/2013

SEATTLE 206.287.9066  OLYMPIA 360.534.9066  SPOKANE 509.624.3261  NATIONAL 800.846.6989
BUELL REALTIME REPORTING, LLC

Page 40

1 requirement that a decoupling proposal include a mechanism for

2 accounting for off-system sales and other avoided costs?

3     A.     Yes, because the Commission's Order 08 in Puget's

4 most recent general rate case states that the decoupling

5 mechanism that was discussed in that general rate case was

6 consistent in intent and general design with the Commission's

7 decoupling policy statement, and I refer to that in my testimony

8 on page 16, lines 7 through 10.

9     Q.     So --

10     A.     And in order --

11     Q.     I'm sorry.  Go ahead.

12     A.     In order to avoid a situation where the Commission's

13 policy statement creates a situation that has no resolution, in

14 order to move forward, you -- as I state in this, Exhibit 2, the

15 Commission has elected to refrain from applying its decoupling

16 policy on wholesale sales and given that guidance, I believe it

17 is appropriate to maintain the current PCA and approve the

18 revised petition and amend the PCA, which is the power cost

19 adjustment, within a power cost only rate case or in a general

20 rate case that comes in two years.

21     Q.     So it's your testimony that you believe that the

22 Commission has backed off on the requirement that a full

23 decoupling mechanism include an ability to account for

24 off-system sales and other avoided costs?

25            MS. BROWN:  Objection.  Leading.
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1 BY MS. DAVISON:

2     Q.     So your answer is "yes"?

3     A.     Obviously, yes.

4     Q.     Thank you.

5     A.     It is dated November 18, 2010, which is clearly prior

6 to the Commission's most recent general rate case order, which

7 is the driver for my testimony dated May of 2012.

8     Q.     So if you refer to these comments on the second page,

9 it states that -- and these are Staff's comments, that "The

10 Policy Statement also requires that a utility's request for a

11 limited decoupling mechanism" -- and "must" is emphasized -- "be

12 made in its direct testimony in the rate case filing and

13 include, at a minimum, a true-up mechanism, impact on rate of

14 return, a proposed earnings test, offsets or found margin,

15 impact on customer rates, and a weather adjustment mechanism."

16            Do you agree with that statement?

17     A.     No.

18     Q.     Thank you.

19     A.     The Commission -- it's Order 08 in Docket

20 UE-111048 -- found that the Coalition's previous decoupling

21 mechanism, the decoupling mechanism in that general rate case,

22 was consistent in intent and general design with the

23 Commission's decoupling policy statement.

24     Q.     Is it your testimony that the Commission has backed

25 away from its policy statement requirement --
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1     A.     How many times are you going to me this question?

2     Q.     -- that it must include a true-up mechanism and

3 impact on rate of return, a proposed earnings test, offsets or

4 found margin, impact on customer rates, and a weather adjustment

5 mechanism?

6     A.     It is my testimony that the Commission's order dated

7 May 2012 found that the Coalition's decoupling mechanism

8 proposal was consistent in intent and general design with its

9 decoupling policy statement.

10            If that differs from that language, then that

11 language is not correct any longer.  But you are reading from a

12 document dated 2010.

13            Can we please move on?

14     Q.     So is it your view that the Commission's decision or

15 order in PSE's last general rate case was intended to be a

16 revision of the Commission's decoupling policy statement?

17     A.     I have 20 pages of testimony about why it's

18 different.

19     Q.     No.  My question is:  Is it your view that the

20 Commission's order in PSE's last general rate case was intended

21 to be a revision to the Commission's decoupling policy

22 statement?

23     A.     I have explained my reconciliation of the

24 Commission's order with my previous testimony in the 20 pages of

25 testimony that are filed here.
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1     Q.     So was that --

2     A.     Do you have a more specific question to ask me?

3 Please ask it.

4     Q.     So is that a "yes," then?

5     A.     It took me 19 pages to say it, and I'm not going to

6 say it any differently.

7     Q.     Well, I'm trying to --

8     A.     There's a lot of detail here, and it's important

9 detail, or I would have just filed a page that said "yes," and I

10 couldn't.

11     Q.     Well, I guess I'm not clear on -- I understand your

12 testimony and your attempt to reconcile your current position

13 with the policy statement, but you've relied very heavily upon

14 the Commission's decision in the last PSE general rate case

15 order.

16            And do you believe that the Commission intended to

17 revise its policy statement through that order?

18     A.     I do not know what the Commission intended to do.

19     Q.     Thank you.

20            MS. BROWN:  And also it assumes facts not in

21 evidence.

22            We call that "an objection."

23            MS. DAVISON:  We're -- I'm -- all right.  I won't

24 even go down that path...

25                    (Exhibit No. 5 marked.)

Exhibit No.___(MCD-3) 
Page 15 of 93



Deborah J. Reynolds - 4/2/2013

SEATTLE 206.287.9066  OLYMPIA 360.534.9066  SPOKANE 509.624.3261  NATIONAL 800.846.6989
BUELL REALTIME REPORTING, LLC

Page 50

1 BY MS. DAVISON:

2     Q.     The court reporter is handing you a document that's

3 been marked as Exhibit 5, which is your response to ICNU Data

4 Request 3.2.

5            Do you recognize this document?

6     A.     (Witness reviews document.)

7            No.  The supplemental response is attached to the

8 nonsupplemental cover attachment.

9     Q.     Okay.  We'll try to find you the original.

10     A.     But it said the -- you have the original, but then

11 you have the supplemental attachment but not the supplemental

12 response, which does have more words on it.

13                    (Pause in the proceedings.)

14 BY MS. DAVISON:

15     Q.     All right.  So I think what we need to do is maybe at

16 the next break, we can make copies.  I see that you do have an

17 additional paragraph on your supplemental response to 3.2.

18     A.     Mm-hm.

19     Q.     And you obviously have that in front of you, but we

20 will correct that exhibit during the break.

21            So if you look at your response to 3.2, you state

22 that (as read):  "Staff strongly believes that adjustments to

23 return on equity or capital structure are only appropriate

24 within a general rate case...."

25     A.     Yes.
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1     Q.     And why is that?  Why could we not look at that in

2 this proceeding?

3     A.     Because you can't see all the offsetting factors.

4 You can't do it on a partial company view.

5     Q.     And what offsetting factors would you be referring

6 to?

7     A.     All of the offsetting factors in a general rate case.

8     Q.     Well, can you give some examples of what you're

9 concerned about that wouldn't be captured in doing a

10 cost-to-capital analysis in the context of this proceeding?

11     A.     I'm not a cost-to-capital witness, and I can't name

12 them off the top of my head.

13            You could give me data request later, and I will try

14 to respond.

15     Q.     So you don't consider yourself to be an expert on

16 cost to capital, rate of return, those sorts of issues?

17     A.     No, just decoupling.

18     Q.     And in evaluating this issue in preparing your

19 response to Data Request 3.2, did you consult with anyone on

20 Staff that is a cost-to-capital expert?

21     A.     Yes.

22     Q.     And who would that be?

23     A.     Ken Elgin.

24     Q.     And did Mr. Elgin give you any opinion regarding the

25 impact on PSE's cost to capital if the global settlement is
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1 adopted?

2     A.     I didn't ask him that question because I was only

3 looking at decoupling.  I asked him for assistance with the

4 paragraph on page 9 of my testimony.

5     Q.     And which lines are you referring to that Mr. Elgin

6 gave you assistance with?

7     A.     (Witness reviews document.)

8                    (Pause in the proceedings.)

9            THE WITNESS:  Page 8, line 23, through page 9, line

10 2, which is a -- pretty much a direct quote from the Bench

11 request response prepared in Docket UE-111048.

12            (Reporter interruption for clarification.)

13            THE WITNESS:  So this is from a significant time ago.

14            And then I generally discussed the remaining ideas,

15 but I did not get assistance with -- he didn't give me red line

16 edits, but we generally discussed the ideas, and I would not say

17 that he necessarily agreed with everything that I had written.

18 BY MS. DAVISON:

19     Q.     Do you recall what he disagreed with?

20            MS. BROWN:  Melinda, I'm going to object.

21            THE WITNESS:  I don't exactly recall what we

22 disagreed with, which is probably why I didn't change it so that

23 he could agree with it, because I couldn't figure out exactly

24 what it was he disagreed with.  It was a conversation in

25 passing, and so that's all I remember.
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1 BY MS. DAVISON:

2     Q.     Okay.

3                    (Exhibit No. 6 marked.)

4 BY MS. DAVISON:

5     Q.     I'm going to hand you what is being marked as Exhibit

6 6.

7            And this document is entitled (as read):  "RESPONSE

8 TESTIMONY OF Deborah Reynolds," regarding the decoupling

9 proposal with NW Energy Coalition dated February 24, 2012.

10     A.     Yes.

11     Q.     Do you recognize this testimony?

12     A.     I do.

13            Can we just note right at the very beginning that...

14     Q.     There's no question pending.  I just asked you if you

15 recognized it.  I'll ask you some questions, and you'll have an

16 opportunity to explain your testimony.

17            On page 12, lines 1 through 3, do you see that you

18 recommend that the Commission should reject the decoupling

19 mechanism proposed by NWEC for Avista on the basis that it did

20 not provide customers with the benefits of revenue risk

21 reduction associated with decoupling?

22     A.     Sorry.  Which page?

23     Q.     Page 12, starting at line 1.

24     A.     (Witness reviews document.)

25                    (Pause in the proceedings.)
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1 BY MS. DAVISON:

2     Q.     Do you want me to repeat the question?

3     A.     No, thank you.

4            (Witness reviews document.)

5                    (Pause in the proceedings.)

6            THE WITNESS:  I'm glad that you -- thank you for

7 bringing this explicitly to my attention.

8            In this testimony you've referred to from Dockets

9 UE-1110 -- 11 -- I'm sorry.  Docket UE-110876, page 12, line 1,

10 which is my decoupling testimony concerning the Energy

11 Coalition's decoupling proposal and its interaction with the

12 appropriate cost of equity.

13            In my current testimony, page 9 --

14 BY MS. DAVISON:

15     Q.     Excuse me.

16     A.     -- I said --

17     Q.     I'm not asking you about your current testimony.

18            My question was --

19     A.     Yep.

20     Q.     -- did you recommend that the Commission reject

21 NWEC's decoupling proposal because you state customers should

22 receive the benefits of their revenue risk reduction resulting

23 from decoupling?

24     A.     Yes.  And the Commission's order May '12, 2012 -- not

25 May 12, 2012; May 2012 -- said that the Coalition's decoupling
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1 proposal was consistent in intent and general design with the

2 Commission's decoupling policy statement.

3     Q.     I understand that's your testimony now.  I'm just

4 asking you about your testimony --

5     A.     Oh, I'm sorry.  That's what the order says now.

6     Q.     No, I understand that's -- that's your position, and

7 I just wanted to ask you about your testimony in the Avista

8 case.

9     A.     It's not relevant.  It's from before the Commission's

10 order.

11     Q.     My question is:  Does the current NWEC-PSE proposal

12 provide customers with the benefits of the revenue risk

13 reduction associated with decoupling?

14     A.     That question is not relevant because the Commission

15 has found that that proposal is consistent in intent and general

16 design with their decoupling policy statement.

17     Q.     My question is relevant, and my question is:  Does

18 the current NWEC-PSE proposal provide customers with the

19 benefits of revenue risk reduction associated with decoupling?

20 It is a "yes" or "no" answer.

21     A.     I -- I cannot reconcile that statement with the

22 Commission's finding that it is consistent in intent and general

23 design.

24     Q.     And my question isn't asking you to.  My question is

25 a simple one.
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1            In the current decoupling proposal that is being

2 proposed by PSE and NWEC and supported by Staff, does it provide

3 customers with the benefits of revenue risk reduction associated

4 with decoupling; yes or no?

5     A.     It's not a "yes" or "no" question.  I'm sorry.  It's

6 not a "yes" or "no" answer.  It takes Ken Elgin a hundred pages

7 to write cost-to-capital testimony.  It's not a "yes" or "no"

8 answer.

9     Q.     And you don't know whether or not their customers

10 will see the benefits of revenue risk reduction associated with

11 decoupling in the current proposal?

12     A.     I said it is not a "yes" or "no" answer.

13     Q.     Well, explain.  Feel free to explain your answer.  It

14 seems like it's very black and white to me.  Either customers

15 are going to see the benefits of the revenue risk reduction in

16 the current proposal or they are not.

17     A.     I can't answer the question.  I'm sorry.

18     Q.     You don't know?

19     A.     I did not say that.  I said I can't answer the

20 question.

21     Q.     And why can't you answer the question?

22     A.     Because it is a "yes" or "no" question.

23     Q.     Well, feel free to expand on it.

24                    (Pause in the proceedings.)

25            THE WITNESS:  Well, the Commission found that the
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1 Coalition's proposal in that previous case was consistent in

2 intent and general design with its decoupling policy statement,

3 and the decoupling policy statement requires that you

4 appropriately recognize the benefits of revenue risk reduction

5 resulting from decoupling.  So, apparently, the Commission has

6 determined that somehow the Coalition's proposal does recognize

7 those benefits.  I don't know how.  I didn't write the order.  I

8 don't know how they got there, but they did.

9 BY MS. DAVISON:

10     Q.     And didn't the Commission also say that the

11 Commission remains open to proposals for full decoupling

12 mechanisms, even to one that may vary somewhat from what is

13 described in our policy statement?

14     A.     Absolutely.  I have it quoted right here on lines 13

15 to 15 of my testimony on page 9.

16     Q.     So does the Commission explicitly say in Order 08

17 that NWEC's mechanism provides customers with the benefits of

18 revenue risk reduction associated with decoupling?

19     A.     No, they did not.

20     Q.     But it's your testimony that you believe the

21 Commission believes that the NWEC proposal did contain a

22 mechanism to provide customers with the benefits of the revenue

23 risk reduction associated with decoupling?

24     A.     That is not what I said.

25            THE WITNESS:  Could you read back my answer?
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1 BY MS. DAVISON:

2     Q.     Well, this is a different question, so you can feel

3 free to correct what is wrong with the assumptions in my

4 question.  I'm just trying to understand your testimony and your

5 position on revenue risk reduction associated with decoupling in

6 providing customers with the benefits of it.  I'm not trying to

7 trick you.  I'm not trying to trip you up.  I am simply trying

8 to understand your position.  That's all.

9     A.     And I did not write the Commission order, and the

10 Commission order says that the Coalition's proposal is

11 consistent in intent and general design with the Commission's

12 policy statement.  And I have answered you repeatedly.  I have

13 no way of knowing how the Commission reconciles those two

14 things.  I do not know.  I have provided 19 pages of testimony

15 that explains what I do know.  I do not know what happened to

16 the benefits of revenue risk reduction.

17     Q.     Has Staff conducted any studies that quantify the

18 amount of risk that -- risk reduction that will be associated

19 with this decoupling mechanism if it is approved?

20     A.     No.  We rely on the general rate case, which is where

21 we established the rate of return.

22     Q.     So in evaluating the revised decoupling proposal and

23 reaching the conclusion that you would support it, did you

24 factor the risk shifted to customers through decoupling in your

25 analysis of whether or not to support it?
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1     A.     Could you repeat the question?

2     Q.     When Staff decided to support the revised decoupling

3 petition, did you factor into your analysis the risk that it

4 shifted to customers through decoupling, and did you evaluate

5 the cost in -- or I'm sorry.  Let me try this again.  I was

6 trying to simplify the question, and I made it worse.

7            So did Staff factor the risk associated -- or the

8 risk shifted to customers through the decoupling proposal in

9 your analysis of the cost benefits of the settlement?

10                    (Pause in the proceedings.)

11            THE WITNESS:  No, because we relied on the analysis

12 that occurred in the general rate case.

13 BY MS. DAVISON:

14     Q.     Thank you.

15                    (Exhibit No. 7 marked.)

16 BY MS. DAVISON:

17     Q.     The court reporter is handing you a document that is

18 marked as Exhibit 7, and this document is entitled (as read):

19 "CROSS-ANSWERING TESTIMONY OF Deborah Reynolds," dated January

20 17, 2012.  And it's in the PSE docket responding to the

21 decoupling proposal of the NW Energy Coalition, and it contains

22 one page of your testimony.

23            Do you recognize this document?

24     A.     (Witness reviews document.)

25                    (Pause in the proceedings.)
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1            THE WITNESS:  Do you have any more of it?

2                    (Pause in the proceedings.)

3                    (Mr. ffitch left the proceedings.)

4 BY MS. DAVISON:

5     Q.     There we go.  There's the entire testimony.

6     A.     Thank you.

7            (Witness reviews document.)

8                    (Pause in the proceedings.)

9 BY MS. DAVISON:

10     Q.     My question is whether you recognize this testimony.

11     A.     Yes.  And I just was trying to get into my head which

12 section of the testimony this was in and get the context, so,

13 yes, I do recognize it.

14     Q.     Okay.

15     A.     Thank you for the time.

16     Q.     Okay.  And I would refer you to lines 18 through 20

17 on page 8 of your testimony --

18     A.     Mm-hm.

19     Q.     -- that's marked as Exhibit 7, the statement that

20 says with regard to (as read):  "...the financial impact of full

21 decoupling on the utility's revenues is immediate.  The utility

22 should capitalize itself properly due to this important change

23 to its operations.  Waiting only causes ratepayers to pay for

24 risk twice:  first, by having those risks shifted to ratepayers

25 from investors, and again, by keeping the capital structure the
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1 same as if the utilities" -- "the utility was subject to those

2 risks."

3     A.     Mm-hm.

4                    (Mr. ffitch joined the proceedings.)

5 BY MS. DAVISON:

6     Q.     Do you agree with that statement?

7     A.     The whole -- the paragraph, or one particular piece?

8     Q.     What I read to you.

9     A.     So lines 16 through 20?

10     Q.     Yes.

11     A.     (Witness reviews document.)

12                    (Pause in the proceedings.)

13            THE WITNESS:  Mostly.

14 BY MS. DAVISON:

15     Q.     What part of that paragraph do you no longer agree

16 with?

17     A.     (Witness reviews document.)

18            The word "important" on line 17 I would strike.

19     Q.     And other than that, you --

20     A.     I'm not convinced that the magnitude of the change is

21 as big as I was at that point, even though that was only

22 January, a year ago and a half almost.  A year and a third.

23     Q.     Okay.  All right.  So if the decoupling mechanism

24 before us in this proceeding were adopted, how would ratepayers

25 be compensated for the heightened risk they would bear between
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1 BY MS. DAVISON:

2     Q.     Sure.  Go ahead and list what you can remember.

3     A.     So the power cost only rate case.  The conservation

4 writers.  The -- there are a number of other writers that the

5 Company uses, one for taxes, and I believe the renewable energy

6 credits.  Purchased gas adjustments.  There may be others that I

7 don't recall.

8     Q.     So has Staff done any type of analysis regarding the

9 rate impacts of the items that are exempt from this rate plan?

10     A.     I know that analysis occurred, but I -- it was not

11 prepared by me, and I haven't seen the results of it.  There was

12 some discussion between Tom Schooley and some other Staff

13 person, and I have not seen the results.

14     Q.     All right.  So we should ask a data request to Tom

15 Schooley for the analysis of the rate impacts of the items

16 excluded from the rate plan?

17     A.     Yes.

18     Q.     Okay.  So this afternoon, you've referred a great

19 deal to PSE's last general rate case, and on an average basis,

20 is it correct that PSE saw about a 3 percent rate increase?

21     A.     I believe that's correct, but I don't recall the

22 exact percentage.

23     Q.     So in evaluating the settlement proposal, did Staff

24 go back and evaluate what portion of the GRC rate increase was

25 related to non-power cost items?
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1     A.     I don't know.  I didn't.

2     Q.     Have you heard of anyone looking at these issues?

3            MS. BROWN:  Asked and answered.

4                    (Reporter interruption for clarification.)

5            THE WITNESS:  I don't know.  I don't recall.

6 BY MS. DAVISON:

7     Q.     So I'm trying to understand.  Under this decoupling

8 proposal, will the evaluation process, and all that sort of

9 thing, be recovered through general rates and not the

10 conservation tariff, or how will that be handled?

11     A.     I believe that that is correct.  It will be recovered

12 through general rates.

13     Q.     Okay.  In Staff's evaluation of whether or not to

14 support the K-Factor, did PSE present any current attrition

15 studies?

16     A.     I don't know if Mr. Schooley received anything like

17 that.

18     Q.     Did you hear any discussion about that during your

19 evaluation of this proposal?

20     A.     I don't recall.  I -- there were a number of data

21 requests from other Staff to PSE looking at both the expedited

22 rate filing and the decoupling filing, and I did not review all

23 those data requests.  And a number of them asked for studies, so

24 I'm sorry, I just don't recall.

25     Q.     So --
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1     A.     But I think you have copies of all the data requests.

2     Q.     Were these informal data requests?

3     A.     I don't know.  That's a process question.

4     Q.     Okay.  Do you know if Staff conducted any independent

5 analysis of PSE's capital improvement program for the next five

6 years?

7     A.     I don't know.  I -- I don't know.

8     Q.     Did you submit data requests in the decoupling

9 docket?  So from the time period of, say, January 2013, to the

10 current time period, to PSE?

11     A.     So I supervised Staff who submit data requests on

12 this issue, and I don't know if they submitted the data requests

13 before or after January.

14     Q.     Well, my question is from January 2013 forward, did

15 Staff submit data requests to PSE on decoupling?

16     A.     I don't know the dates.  They're in the -- I'm sorry.

17 I don't know the dates.

18     Q.     So you're not aware of whether from January 2013

19 forward there have been any recent data requests on the revised

20 decoupling?

21     A.     I did not check the dates on the -- I did not check

22 the dates of the last data request.  I don't know when they

23 stopped.

24     Q.     Okay.  So do you know if Staff conducted any scenario

25 analysis regarding the potential rate impacts of the global
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1 settlement?

2     A.     I believe you're going to send me a data request

3 about that, aren't you?

4     Q.     Well, this is a slightly different question, the

5 scenario analysis.

6     A.     Well, would you define what you mean by "scenario

7 analysis"?  You asked me about load and how load would change

8 right before the break.

9     Q.     So --

10     A.     That is scenario analysis.

11     Q.     So my question is whether Staff conducted any

12 scenario analyses of potential outcomes of what the rate impacts

13 would be under the global settlement if approved.

14     A.     What do you mean by "scenario analysis"?

15     Q.     Well, assuming certain outcomes with regard to load,

16 weather --

17     A.     Yes.  That is the question that I answered before the

18 break, and you're going to send me a data request about it.

19     Q.     So you're not aware, sitting here today, of any

20 analyses were done on that?

21     A.     No.  I said that there were analyses done on that,

22 and that Tom Schooley did them.  And that there was a model that

23 Chris Mickelson had worked on --

24     Q.     Okay.

25     A.     -- and that you were going to send me a data request,
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1 and we were going to provide that.

2     Q.     Okay.

3     A.     Okay.

4     Q.     So just on a real global level, have you heard Public

5 Counsel say that they did an analysis of the rate impacts of the

6 global settlement and that that could potentially result in a

7 $200 million revenue requirement increase?

8     A.     Yes.

9     Q.     And do you disagree with that number?

10     A.     That is not the number that I would have expected.  I

11 think the number I have seen is closer to 160 million, but

12 that's over the whole four years --

13     Q.     So --

14     A.     -- that entire period.  And I -- honestly, that's in

15 that.  It would be better to look at that analysis.

16     Q.     So we'll see that number --

17     A.     Mm-hm.

18     Q.     -- when we get the response to the data request that

19 we asked on the analyses of the global settlement?

20     A.     You will.

21     Q.     Okay.  Thank you.  Is there anyone on Staff who is

22 considered an attrition expert?

23     A.     I don't know.  I -- we have all done a lot of work

24 getting comfortable with attrition, but I don't know who would

25 be considered the attrition expert.
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1     Q.     Did Staff bring on any outside attrition expert to

2 evaluate any of these proposals?

3     A.     No.  We rarely have money for that kind of thing.

4     Q.     So shifting gears and moving on to the PCORC, what is

5 the purpose of the requirement that PSE file a general rate case

6 within three months of any rate increase caused by PCORC?

7     A.     I don't know.

8     Q.     Do you know what the basis is for waiving this

9 requirement in the global settlement?

10     A.     That we need a general rate case at the end of -- let

11 me back up.  That we have chosen the appropriate point for a

12 general rate case as related to a decoupling mechanism.

13     Q.     But Staff didn't find it appropriate to put any

14 limitations on rate increases associated with PCORC?

15     A.     No.

16     Q.     Would you have any reason to disagree if I told you

17 that one reason for having a general rate case three months

18 after any rate increase associated with PCORC is to see if there

19 are any offsetting factors?

20     A.     I would not be surprised.

21     Q.     Are you aware of any analyses that Staff has

22 performed to evaluate the impact of waiving the requirement of a

23 general rate case following any increase associated with PCORC?

24                    (Pause in the proceedings.)

25            THE WITNESS:  Could you repeat the question?
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1 BY MS. DAVISON:

2     Q.     Sure.  Has Staff performed any analyses of the risk

3 or the cost associated with waiving the general rate case

4 requirement if there is an increase in rates associated with

5 PCORC?

6     A.     I don't know, but I would expect that Mr. Schooley

7 might.

8     Q.     Okay.

9            MS. BROWN:  I would like to take a ten-minute break

10 if that's okay.

11            MS. DAVISON:  You know, I am so close to being done.

12            MS. BROWN:  Are you closed to being finished?

13            MS. DAVISON:  I'm just down to a couple questions, so

14 you may --

15            MS. BROWN:  Okay.  Talk fast.  My bladder is full.

16            MS. DAVISON:  Okay.  All right.  But if you need to

17 go to the rest room --

18            MS. BROWN:  No, no.  That's all right.  Go ahead.

19            MS. DAVISON:  Okay.  I'm really, really honing in on

20 this.  I promise.  I'm down to my last two pages.

21 BY MS. DAVISON:

22     Q.     So do you know how Staff intends to treat the gains

23 from the sale of PSE's service territory to Jefferson Public

24 Utility District?

25     A.     I don't recall.
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1     Q.     Do you know if Staff was treating the gains

2 associated with the sale of territory to Jefferson PUD as a

3 known and measurable event?

4     A.     I don't recall.

5     Q.     Does the global settlement ensure that PSE makes a

6 filing to provide customers with the benefits of the sale of the

7 service territory to Jefferson PUD?

8     A.     I don't recall.  This is the area I didn't testify

9 about.

10            MS. DAVISON:  I'm done.  Okay.

11            THE WITNESS:  Okay.

12            MS. DAVISON:  Thank you.

13            THE WITNESS:  Thank you.

14

15                    (Deposition concluded at 4:34 p.m.)

16

17                    (By agreement between counsel

18                     and the witness, signature was

19                     reserved.)

20

21                              -o0o-

22

23

24

25
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