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1 revenue from Cap X?

2     A.     For operating expenses, yes.

3     Q.     All right.  And what about the underlying trend in

4 the RPC values?

5     A.     That's an "or," so it's not necessarily a part of the

6 collected notions.  We were concentrating on the capital

7 expenditures of the past few years, and the budgeted capital

8 expenditures of the next few years, as well as the trends and

9 the operating expenses of the past few years and anticipated

10 operating expenses.  The trends for the operating expenses in

11 particular were not adhered to in developing a reasonable

12 K-Factor in that instead of the percentages of the operating

13 expense growth, it was looked at as a -- as a cost of living

14 increase or CPI index minus half a percent was applied to the

15 operating expenses.

16            And then an average of the Cap X depreciation and

17 operating expenses was used.  This is explained in Ms. Barnard's

18 testimony in her exhibits.

19     Q.     All right.  So Staff's analysis consisted of

20 reviewing Ms. Barnard's exhibits?

21     A.     And finding them reasonable, and that the 3 percent

22 K-Factor was well below what the trends would indicate, so it

23 seemed like a reasonable proposition.

24     Q.     And was anything else reviewed besides her testimony?

25     A.     What type of things do you have in mind?
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1     Q.     Anything that you can tell me about.

2     A.     No.  The testimony seemed to cover the approach and

3 the needs well.

4     Q.     And who on Staff worked on that analysis?

5     A.     I did.

6     Q.     Any other Staff people?

7     A.     No.

8     Q.     Does any portion of your testimony in the exhibits

9 filed in support of the global settlement discuss the K-Factor

10 or any analysis Staff conducted in support of the 3 percent

11 K-Factor?

12     A.     Yes, I believe it's in my testimony.

13     Q.     And that testimony is the testimony supporting the

14 settlement?

15     A.     Yes.

16     Q.     All right.  Any other testimony in the record from

17 Staff with regard to that 3 percent K-Factor?

18     A.     No.

19     Q.     In terms of the global settlement, what is the

20 problem that the K-Factor is seeking to solve?

21     A.     There are the -- as you mentioned, the capital

22 expenditure growth in the next few years, and the operations

23 growth.  The K-Factor will provide some relief from the expenses

24 that will be incurred, but not enough, and the Company will need

25 to manage its expenses if it is to earn its authorized return.
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1 So I think that's what the K-Factor is intended to do, and it's

2 only in the delivery costs.

3     Q.     So is it fair to say it's intended to address

4 earnings erosion?

5     A.     It's intended to recover the costs incurred for

6 capital expenditures and expense growth over the next few years.

7 Without it, yes, there would be earnings erosion, as there would

8 be in any event.

9     Q.     Ms. Reynolds testifies that the decoupling proposal,

10 which includes the K-Factor, is intended to address attrition;

11 would you agree with that?

12     A.     I don't care for the word "attrition."  It seems to

13 have been loosely used for many different purposes depending on

14 the -- the purpose the person who's speaking it wishes to have.

15            I think of it as more simply a plan to recover costs

16 that are expected in the future; yet not sufficient to give the

17 Company -- or that alone wouldn't sufficiently compensate the

18 Company for their expenses.

19            So I -- I don't know what term you're using attrition

20 as.  It's a loose term in the -- as it's been used in the last

21 couple of years.

22     Q.     Would you agree that we could use the definitions

23 that the Commission or Commission Staff people have used to

24 describe attrition?

25     A.     I don't think there's been consistent use of it
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1 between the Commission and the Staff or -- or over time, so...

2     Q.     Do you recall that the Avista general rate case

3 involved attrition issues?

4     A.     There were attrition studies and attrition issues

5 raised specifically in that case, yes.

6     Q.     All right.  Well, you've said that you don't like the

7 term "attrition."

8            Do you have a term that you would use in preference

9 such as earnings erosion?  Would you prefer to use that term

10 rather than attrition?

11     A.     No.  I think -- I don't know if there's a particular

12 term I would use to describe what you imply is the purpose of

13 what we label the K-Factor.  I think it's more just a simple

14 rate plan which is -- which the purpose is to avoid general rate

15 cases in the next three to five years.  And there will be a

16 general rate case in 2015 or 2016 range, and this plan sort of

17 is able to give the Company some revenue relief for the costs it

18 will be incurring; yet not excessive amounts.

19     Q.     But, surely, you would agree that the purpose of

20 that, the rationale for that, is to try to address the Company's

21 claims of attrition or earnings erosion, would you not?

22     A.     Well, I would say the primary purpose is to address

23 the Company's known capital needs and expense growth over the

24 next few years.  Attrition sort of implies other aspects of

25 moving pieces.  If revenues are held constant, then, as they
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1 would be coming out of -- or not held constant.

2            If the rates are held constant coming out of the last

3 general rate case and expenses are growing, you could say that's

4 earnings attrition -- or earnings reduction.  It sort of just

5 goes with the nature of a regulated business.

6     Q.     And how would you define attrition yourself?

7     A.     I think the notion that it was used in the 1980s was

8 that there were inflationary impacts to costs absent even any

9 need for capital or new capital expenditures, and the attrition

10 was to show that the rates that were -- had been just set in

11 place or that were in place were insufficient to recover that

12 inflation of those inflationary needs.

13            The trend today isn't based on inflation, as much it

14 is on replacement of plans, which is not producing incremental

15 revenues such as -- as growth would be replacing new people

16 coming on.  You have to serve them.  They provide new revenues

17 without any rate change.

18            So, in essence, the answer to your question would be

19 that it is showing -- the attrition is showing that there are

20 costs and expenses that are growing faster than what the

21 revenues would.

22     Q.     And that would be your definition of attrition today?

23     A.     Yes.

24     Q.     And does the amended decoupling plan with its

25 K-Factor in the settlement agreement help Puget Sound Energy
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1 address that issue?

2     A.     Yes, I believe it does; yet not entirely.

3     Q.     Do you believe that Puget Sound Energy will be

4 considering filing for additional rate relief during the life of

5 the rate plan since their needs are not being fully addressed

6 based on your last statement?

7     A.     I don't believe they'll be filing for additional rate

8 recovery for delivery revenues.  The electric generation is a

9 separate issue and will be addressed in a power cost only rate

10 case, and through the power purchase agreement clauses that we

11 have agreed to in the global settlement, will require some

12 increases in the power cost side of things.

13            Absent that, no, I don't think they'll be requesting

14 any additional revenues in the next three to five years.

15     Q.     You've referred to the power cost only rate case.

16            Is it correct that the settlement contemplates

17 that -- well, strike that.

18            Is it correct that the settlement does not place any

19 limitation on Puget Sound Energy's ability to file for

20 additional rate relief under the power cost only rate case

21 mechanism?

22     A.     It does state that, but I think that was a

23 belts-and-suspenders-type approach to power costs getting out of

24 control.  The PCORC, or power cost only rate case, is

25 anticipated to be filed in the next couple months.  And as I
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1 about 2013, correct?

2     A.     Yes.

3     Q.     Do you know what that number is for 2014?

4     A.     There's no expedited rate filing in 2014.  There is

5 only the rate plan, the 3 percent increase, to delivery revenues

6 which would translate to something in the 1 to 1 1/2 percent

7 range in total revenues.  It will be a minor increase in total

8 rates.

9     Q.     And do you know what the number is?  And so the total

10 increase is less than 2 percent for 2014 in electric rates?

11     A.     Yes.

12     Q.     And do you know what the number -- the percentage is

13 for 2015?

14     A.     Less than 2 percent.

15     Q.     And do you know what the cumulative impact of the

16 rate plan is in dollars starting with the ERF, and then

17 including all the decoupling K-Factor increments through the

18 maximum life of the rate plan?  Do you know what that number is?

19     A.     I would pin that number at about $130 million.

20     Q.     And do you know what -- that's electric only?

21     A.     Electric only.

22     Q.     And do you know what the number is on the gas side?

23     A.     I think it's about $50 million.

24     Q.     Can you turn to your -- I'm sorry.  We already are

25 turned to your settlement testimony, Exhibit TES-1T.
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1 permission now.

2            MS. DAVISON:  I would recommend, given the timing,

3 that perhaps we could defer that --

4            MR. FFITCH:  Right.  I agree with that.

5            MS. DAVISON:  -- issue until the end of the

6 deposition.  I would like to get started on my questions with

7 Mr. Schooley.

8            MR. FFITCH:  Correct.  I agree with that.  We will --

9            THE WITNESS:  I agree with Ms. Davison.

10            MR. FFITCH:  We'll take it up with the judge

11 subsequent to 4:30.

12            MS. DAVISON:  All right.  Thank you, Mr. ffitch.

13

14                      E X A M I N A T I O N

15 BY MS. DAVISON:

16     Q.     Mr. Schooley, as you know, I'm Melinda Davison.  I

17 represent the Industrial Customers of Northwest Utilities, and I

18 would just like to ask you a few questions about your testimony

19 in this -- these dockets --

20     A.     Okay.

21     Q.     -- that are the subject of the global settlement.

22            Whose interest does Staff represent in these

23 proceedings?

24     A.     The public interest.

25     Q.     And can you define what the public interest is?
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1     A.     The public interest is a balance between the

2 customers of the utility, the utility itself, and broader needs

3 of the -- of the public.

4     Q.     Thank you.  Is it correct that the global settlement

5 agreement was negotiated between Staff and PSE?

6     A.     Yes.

7     Q.     And who represented the --

8     A.     And NW Energy Coalition.

9     Q.     My understanding is that the NW Energy Coalition came

10 in later at the end of the process; is that not correct?

11     A.     Well, they were parties to the decoupling proposal

12 and were never excluded.  Whether they directly participated in

13 certain terms, I'm not sure, but they were always present.

14     Q.     Oh, I see.  So the NW Energy Coalition attended all

15 settlement meetings that occurred between Staff and PSE?

16     A.     I think so.  I'm not sure.  I mean, I wasn't

17 necessarily at all the meetings myself, so...

18     Q.     Okay.  Who represented the customer interest in the

19 settlement negotiations?

20     A.     Staff had customers in mind.

21     Q.     But isn't it true that Staff has to balance interests

22 that includes balancing the interest of the utility?

23     A.     Which means we must keep the customers in mind when

24 we are proposing changes on accepting or rejecting the Company's

25 ideas.
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1     Q.     And isn't it true that no party in the settlement

2 negotiations strictly represented the customers' interests?

3     A.     Staff did.

4     Q.     Okay.  Thank you.  Do you believe that an attrition

5 study is necessary to validate a utility's claim of

6 under-earning?

7     A.     No.

8     Q.     Why not?

9     A.     That's not the only way to determine whether there's

10 under-earning.  I think historically, historic reports show that

11 adequately as well.

12     Q.     And in this particular global settlement, you have

13 testified to PSE's under-earning.  I think today you've called

14 it "chronic under-earning."

15            How did Staff go about validating that claim?

16     A.     We reviewed and looked at the Commission basis

17 reports of the last several years, and -- as well as the history

18 of rate cases that have been presented.

19     Q.     I would like to hand you -- sorry.  That's a long

20 reach.

21                    (Exhibit No. 4 marked.)

22 BY MS. DAVISON:

23     Q.     You've been handed a document that is an excerpt of

24 your testimony dated December 7, 2011, from Docket UE-111048 and

25 049; do you recognize this testimony?
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1     A.     Yes.

2     Q.     I would ask you to turn to page 6 of Exhibit 5 -- or

3 I'm sorry -- is it 4? -- of Exhibit 4.

4     A.     I only have pages 8 and 9.

5            MS. DAVISON:  Sorry.  Maybe I've handed you the wrong

6 document.  Let me try this one.  Okay.

7            Here's another excerpt.  Let's call this Exhibit 5.

8                    (Exhibit No. 5 marked.)

9 BY MS. DAVISON:

10     Q.     So Exhibit 5 is also another excerpt of your

11 testimony dated December 11, two thousand -- December 7, 2011,

12 in Dockets UE-111048 and 049.

13            And if I could ask you to turn to page 6 of your

14 testimony, and I would refer you to lines 12 through 19, do you

15 see that?

16     A.     Yes.

17     Q.     And, specifically, starting on line 13 in response to

18 a question you've posed, "Has PSE adequately proven its claim of

19 persistent under-earning," and you answer that question, "No,"

20 and go on to say: "...in general, the Company in its direct case

21 could have, but did not, provide an attrition study to determine

22 whether, and by how much, PSE is experiencing attrition due to

23 its need to invest in new rate base thereby denying it the

24 opportunity to earn a fair rate of return during the rate year";

25 do you see that?
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1     A.     Yes.

2     Q.     Can you explain why Staff considered the failure to

3 provide an attrition study in the 2011 Puget rate case to be a

4 flaw but not in the current proceeding?

5     A.     Well, I think in further review of the granting of

6 rates over the past several years versus the Commission basis

7 reports, it is more apparent that even in spite of regular rate

8 increases, the earnings are not materializing, so I've had

9 something of a change of heart.

10     Q.     So you don't agree with the testimony that you

11 presented on page 6, lines 13 through 17 any longer?

12     A.     I think in a sense this was, you know, more valid at

13 that time than it is now, so, I mean, "agree" is a little

14 strong.  I think I have stated it that it's something of a

15 change of heart.

16     Q.     And if I understand your testimony, you had a change

17 of heart based on looking at the results of operations or

18 Commission basis reports or -- or perhaps you could tell me why

19 you --

20     A.     If we turn to Exhibit 4 --

21     Q.     Okay.

22     A.     -- and page 8 and the general rate cases filed in --

23 on line 14, 13 and 14, general rate cases were filed in 2004,

24 2006, 2007, 2009, 2010, and 2011.  That history also is a strong

25 indication of under-earning chronically and the need for greater
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1 revenues and the need for streamlining the process or coming up

2 with new ways to allow the Company a better opportunity to earn

3 its rate of return.  The global settlement accomplishes that, or

4 we hope it will.

5     Q.     And what do you mean by "accomplishes that"?

6     A.     A new way of looking at rates.  A new way of planning

7 for regular small increases.  A new way to allow the Company to

8 manage its business as well.

9     Q.     Did you read the deposition transcript of

10 Ms. Reynolds?

11     A.     Most of it.  It got boring at times.

12                    (Reporter interruption for clarification.)

13 BY MS. DAVISON:

14     Q.     So both you and Ms. Reynolds are referring to the

15 increases that are being proposed by the global settlement as

16 small increases.

17            Can you define specifically what you consider small

18 versus large?

19     A.     I think large increases are more on the order of 7,

20 8, 9 percent, and the companies have often filed for even much

21 greater numbers than that.

22            Small increases are probably ones that are, you know,

23 4 percent or less.

24     Q.     Okay.  Thank you.  In ICNU Data Request 4.8 --

25     A.     To Staff?
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1     Q.     To Staff, and there's a response.  I'm sorry.  I

2 didn't bring multiple copies of it, but I just wanted to refer

3 you to...

4     A.     4.8?

5     Q.     4.8.  ICNU has asked you for your documents that

6 demonstrate PSE's need for the 32 million revenue requirement

7 increase, and I believe that's the revenue requirement increase

8 being proposed by the expedited rate filing; is that correct?

9     A.     Correct.

10     Q.     And you see your response to that?

11     A.     Yes.

12     Q.     And do the documents that follow, which -- I believe

13 I have one, two, three, four, five, six, seven -- I have eight

14 pages that follow.

15     A.     Yes.

16     Q.     Are those all the documents that you considered in

17 reaching your independent determination for the need of a

18 $32 million revenue requirement increase?

19     A.     Well, there are also the documents provided by

20 Ms. Barnard in her testimony which are supportive of the

21 $32 million.

22     Q.     Right.  And what we're asking for is any independent

23 analysis that Staff would have done to verify Ms. Barnard's

24 assertions.

25     A.     Well, we -- my review of her filings and supporting
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1 work papers, I concluded that the case filed was legitimate.  It

2 was -- it didn't contain any -- any extraneous or nefarious

3 counts or a need for any other changes.  It seemed to be a clean

4 case.

5     Q.     Okay.  Thank you.  Did Staff conduct an analysis of

6 PSE's earnings for the year 2012?

7     A.     We have -- I have seen no documents concerning the

8 whole of year 2012.

9     Q.     Do you know whether PSE under-earned in the year

10 2012?

11     A.     There have been no documents filed concerning the

12 whole year, 2012.

13     Q.     Well, I'm asking you whether you know whether or not

14 PSE under-earned in the year 2012.

15     A.     I don't know, because there's been nothing filed on

16 that regard.

17     Q.     Okay.

18     A.     It's not due to the Commission until the end of this

19 month.

20            MS. DAVISON:  All right.  We're on Exhibit 6.

21                    (Exhibit No. 6 marked.)

22 BY MS. DAVISON:

23     Q.     I want to hand you a document that is being marked as

24 Exhibit 6, and this is PSE's...

25            THE WITNESS:  I can reach a little easier than Greg,
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1 so...

2 BY MS. DAVISON:

3     Q.     Sorry.  Exhibit 6 is an excerpt of PSE's Form 10-K

4 report that is for the fiscal year ending December 31, 2012.

5            Have you reviewed this report?

6     A.     (Witness reviews document.)

7            THE WITNESS:  Were you going to say something?

8            MR. TRAUTMAN:  Well, I'm objecting for the lack of

9 foundation.  There's no evidence that the witness is even

10 familiar with this.

11            THE WITNESS:  I have not seen this report.

12            MS. DAVISON:  Well, that was the point of my

13 question, so I don't think -- and this is a deposition.  I don't

14 have to lay a foundation.  My question was whether Mr. Schooley

15 has reviewed this report or not.

16            THE WITNESS:  No.

17 BY MS. DAVISON:

18     Q.     Thank you.

19     A.     When did this come out?

20     Q.     It's dated December 31, 2012.

21     A.     Well, when did it -- when was it submitted?

22     Q.     I think you would have to ask PSE that question, but

23 I do have some follow-up questions about this particular

24 document.

25     A.     I will be unable to answer them.
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1     Q.     If you look at this document marked Exhibit 6, and

2 you take a look at page 70, which I apologize for the

3 pagination.  It is about halfway through that is entitled

4 (as read):  "PUGET SOUND ENERGY CONSOLIDATED STATEMENTS OF

5 INCOME"; do you see that page?

6            MR. TRAUTMAN:  Same objection to the question.  Lack

7 of foundation.  The document speaks for itself.

8            MS. DAVISON:  Well, I understand that the document

9 speaks for itself, but the lack of foundation is not an

10 appropriate objection for a deposition in which I am inquiring

11 of the witness what he's reviewed and what he knows --

12            MR. TRAUTMAN:  And he indicated --

13            MS. DAVISON:  -- about the income in the earnings of

14 PSE, a topic in which he has testified to.

15            MS. BARNETT:  I'm going to join in the objection.  I

16 think you're asking about this particular document, not a

17 separate question about their earnings.

18            So to the regards to what PSE -- what PSE's document

19 says, I agree that there's a lack of foundation for Mr. Schooley

20 to answer.

21            MS. DAVISON:  Well, you can pose that objection, but

22 I'm going to continue on with my questions.

23 BY MS. DAVISON:

24     Q.     If you take --

25     A.     May I clarify something?
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1            In the lower right corner, there are numbers 112 of

2 263, 113 of 263, which page are you looking at?

3     Q.     I am looking at...

4     A.     Look in the lower right-hand corner.

5     Q.     I'm looking at page 70 where the 70 is in the middle

6 of -- right there, and it's entitled "PUGET SOUND" --

7     A.     So it's page 111 of 263 --

8     Q.     Yes.

9     A.     -- in the lower right corner?

10     Q.     Yes.

11     A.     Okay.  I'm on that page.

12     Q.     Okay.  And do you see where -- let's see.

13            If you take a look at this, it talks about net income

14 on the very bottom line of that page; do you see that?

15     A.     Yes.

16     Q.     And do you see that Puget's net income is

17 substantially increasing leading up to 2012 where it's stated at

18 356 million; do you see that?

19     A.     Yes.  These are not regulated earnings.  They contain

20 many other factors in Puget's operations.  They are not

21 normalized for weather.  They're not normalized for hydro

22 generation.  There's -- not relevant to the regulated

23 operations.

24     Q.     If you turn -- so the next page is 71, which a

25 partial page, 72 is a full page, and then I would like you to
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1 focus on page 73, which doesn't actually say 73 on it, but it is

2 a document that says (as read):  "PUGET SOUND ENERGY

3 CONSOLIDATED BALANCE SHEET CAPITALIZATION AND LIABILITIES"; do

4 you see that page?

5            MR. TRAUTMAN:  Is this 114/263?

6            MS. DAVISON:  Yes.

7            THE WITNESS:  Okay.

8 BY MS. DAVISON:

9     Q.     And if you look at the line that is -- one, two,

10 three, four, five, six -- seven lines down that says, "Total

11 common shareholder's equity," that is...

12     A.     $859.

13     Q.     I'm asking for the total common shareholder's equity

14 number; do you see that?

15     A.     Yes.

16     Q.     And that is also something that you have not looked

17 at?

18     A.     I have not seen this document before.

19     Q.     And is it possible to compare the numbers on page 70

20 to page 73 and reach any -- a conclusion about the earnings of

21 the Company?

22     A.     (Witness reviews document.)

23            No.

24     Q.     I would like to hand you a document that was produced

25 in discovery.
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1                    (Exhibit No. 7 marked.)

2 BY MS. DAVISON:

3     Q.     And if you turn the page where it says on the bottom,

4 "Page 58"; do you see that?

5     A.     (Witness reviews document.)

6            Yes.

7     Q.     And do you see where Mr. Elgin has relied upon the

8 numbers that I showed you in Puget's 10-K report ending December

9 31, 2012, and he indicates that Puget earned 10.75 percent

10 return on average equity for 2012; do you see that?

11            MR. TRAUTMAN:  Objection.  Just to the -- where does

12 it indicate this was Mr. Elgin's testimony?

13            MS. DAVISON:  If you look at the first page, it's not

14 his testimony.  It was provided to us in discovery.

15            MR. TRAUTMAN:  I understand that.

16            MS. DAVISON:  And it was marked as documents provided

17 by Mr. Elgin.

18            MR. TRAUTMAN:  That's correct.  But where does it --

19 where on this page does it -- okay.

20            Well, maybe you should rephrase your question.

21            MS. DAVISON:  All right.  I can rephrase the

22 question, but I am assuming that documents that were provided by

23 Mr. Elgin in discovery were in Mr. Elgin's possession and would

24 be authored by Mr. Elgin.  But I can rephrase the question.

25            MR. TRAUTMAN:  I think you used the word "testimony."
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1            MS. DAVISON:  Oh.  I'm sorry if I used the word

2 "testimony."  I didn't intend to say that, but I'll rephrase the

3 question.

4 BY MS. DAVISON:

5     Q.     Mr. Schooley, have you seen the notes that are

6 contained on page 58?

7     A.     No.

8     Q.     And does that appear as something that Mr. Elgin

9 would have calculated?

10     A.     I don't know.

11     Q.     Is this the area of expertise that Mr. Elgin

12 possesses?

13     A.     I don't believe this is indicative of an area of

14 expertise.  There's -- I don't know what this is purporting to

15 depict, nor what it was created for.

16     Q.     It appears to me, reading the first paragraph, that

17 it is looking at Puget's --

18            MR. TRAUTMAN:  Objection.

19            MS. BARNETT:  Objection.

20            MR. TRAUTMAN:  That's speculation.

21            MS. DAVISON:  And can I at least get the question out

22 before you object?

23            MS. BARNETT:  No, because I -- I'm going to object,

24 too, because you are stating what your opinion was, and I don't

25 think you're testifying --
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1            MS. DAVISON:  I was referring to the language in the

2 document.

3            MS. BARNETT:  But you stated you --

4            MS. DAVISON:  So if I can please get my question out,

5 then you can...

6            MS. BARNETT:  Then I'm objecting --

7            MS. DAVISON:  And then you can object.

8            MS. BARNETT:  -- to the form of the question.

9            MS. DAVISON:  It is appropriate to object after I ask

10 my question, not to cut me off while I'm still formulating my

11 question.

12 BY MS. DAVISON:

13     Q.     So, Mr. Schooley, if you look at the beginning of

14 this document, it says that it is pulling numbers out of PSE's

15 December 31, 2012, SEC 10-K filing, and isn't it true that I

16 pointed to the 10-K filing and showed to you those numbers that

17 are contained in that paragraph?

18            MS. BARNETT:  Objection.  Lack of foundation.

19 Reading testimony into evidence that is not in testimony into

20 evidence, and inappropriately asking Mr. Schooley what appears

21 to be excerpts --

22            MS. DAVISON:  Wait.

23            MS. BARNETT:  -- from a records request.

24            MS. DAVISON:  Wait, wait, wait, wait, wait.  Let's

25 just stop.  That is an objection that is not appropriate.  You
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1 know...

2            MS. BARNETT:  Actually, we'll let the judge rule.

3            MS. DAVISON:  Can I just let him --

4            MS. BARNETT:  I think the judge rules on what

5 objections are appropriate.  I'm noting an objection for the

6 record.

7            MS. DAVISON:  Speaking objections are not appropriate

8 under the Washington rules, and this is a speaking objection.

9            MS. BARNETT:  I'll let the judge rule on what is

10 appropriate.

11            MS. DAVISON:  This is a speaking objection, and it is

12 not appropriate under the Washington rules.  I can pull out the

13 rule that shows you that speaking objections are not

14 appropriate.

15            MS. BARNETT:  Objection.  No foundation.

16            MS. DAVISON:  Thank you.

17 BY MS. DAVISON:

18     Q.     You may answer the question.

19     A.     I don't know where these numbers come from.  I don't

20 know why they were created, nor to whom he submitted this, so I

21 don't know what relevance this document is; nor do I know what

22 relevance the 10-K of 2012 is because it's covering a period

23 that is not in evidence, it is not the subject of the ERF, which

24 ends on 6 of '12, and these numbers have -- are not regulated.

25 The number's based on regulated operations, so I cannot speak to
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1 their -- other than perhaps the calculations or, you know, the

2 dividing may be correct, but I don't know what relevance that

3 is, so I don't have an answer to your question.

4     Q.     Do you have any basis to conclude that 10.75 percent

5 return on average equity for 2012 is incorrect?

6     A.     Like I said -- I mean, he may have divided one number

7 by another and received 10.75 as the answer.  But I don't know

8 what those two numbers would be, nor what relevance they have.

9     Q.     But wouldn't it be relevant if it shows that PSE is

10 over-earning?

11     A.     No.

12     Q.     Why not?

13     A.     Because these are not regulated numbers.  There's

14 no -- the tie between the SEC filing and the regulated

15 operations is nebulous at best.

16     Q.     So you're saying that the earnings that Puget is

17 portraying to the public has no bearing on the earnings that are

18 being considered by the Commission?

19     A.     The earnings in the 10-K are not the same as the

20 earnings for the regulated operations.  They are many items

21 filed for financial purposes that are not relevant for regulated

22 purposes.

23     Q.     In your testimony, page 15, lines 5 through 10, you

24 state that it's highly unlikely that PSE will earn more than its

25 authorized rate of return as a result of the rate plan
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1 increases?

2     A.     Yes.

3     Q.     And is that speculation on your part?

4     A.     I think it's sort of an informed speculation, yes.

5     Q.     Thank you.  If you turn back to Exhibit 4, which is

6 your testimony from December 11, 2011 -- I mean -- I'm sorry.  I

7 keep saying this wrong -- December 7, 2011, on page 9, lines 3

8 through 4, you state that the public deserves a less complex,

9 more streamlined process.

10            Do you still --

11     A.     Exhibit 4, what page?

12     Q.     It's page 9, lines 3 through 4.

13     A.     (Witness reviews document.)

14            Yes.

15     Q.     Do you still agree with that statement?

16     A.     Yes, and I think that's what we're trying to

17 accomplish here.

18     Q.     Can you explain how the adoption of the decoupling

19 mechanism and the PCORC rate cases will contribute to a less

20 complex and more streamlined process?

21     A.     You're tying together two different documents.  I'm

22 not sure.

23            I mean, do you want to take them individually, or is

24 that a collective question?

25     Q.     It's a collective question, which I can explain,
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1 perhaps, better to you, which is there's going to be ongoing

2 cases.  This proposed settlement is not going to prevent

3 additional cases from being filed.  You testified earlier this

4 afternoon that a PCORC will be filed in the next few months.

5 The decoupling mechanism requires evaluation, monitoring, and

6 ongoing scrutiny of it, plus it has the K-Factor, which you have

7 testified, has annual rate increases associated with it.

8            And my question is:  With all that in mind, how does

9 this give the public a more streamlined rate process?

10     A.     I think individually they're all far less complex.

11 In the case of the rate plan, it is more formulaic and will not

12 require great analysis, other than determining that the revenue

13 per customer times the next iteration of the rate plan creates a

14 financial revenue, and those revenues will be required to --

15 will drive an increase in rates, which is also formulaic, so I

16 don't think that's a complex process.

17            The PCORC process is there, as it always has been,

18 and is in lieu of a general rate case, which brings power costs

19 into rates, so it is somewhat less complex in that it is only

20 dealing with one aspect of the business.  So that is -- its

21 origins and in its intent was to streamline the ability of the

22 utility to bring in power costs in a more -- it's also in a more

23 streamlined and straightforward manner.

24     Q.     Thank you.

25            MS. DAVISON:  Melinda, may I just interject for the
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1 reporter, explaining PCORC, PCORC?

2            THE WITNESS:  We've gone through that earlier today.

3            MS. DAVISON:  Yeah, we have, and I think she knows

4 it's with a C.  We talked about that from the last case.

5            MR. FFITCH:  P-C-O-R-C.

6 BY MS. DAVISON:

7     Q.     I'd like to just quickly go through some questions

8 that Ms. Reynolds referred to you in her deposition.  One of

9 them was I asked the question why the settlement permits PSE to

10 file a PCORC and if it results in a rate increase -- well, let

11 me back up.

12            Under the PCORC, as it currently stands, if there is

13 a rate increase associated with PCORC, then Puget must file a

14 general rate case within three months for the purposes of

15 looking for offsetting revenue; is that correct?

16     A.     Yes.

17     Q.     And my question is:  Why is Staff allowing PSE to

18 avoid a general rate case if there is an increase associated

19 with PCORC?

20     A.     I have never found that to be a necessary feature of

21 the PCORC process; that that is sort of just begging to have

22 higher rates set because it never goes the other direction.

23            I would -- I don't -- I don't think that it's

24 necessary to file a general rate case after a PCORC, because

25 like I said, you're just begging to have higher rates at that
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1 point, so it seems an anathema to me that it was ever put in

2 there.  It would have been more relevant if you said they're

3 forbidden from filing a rate case for a year after a PCORC, or

4 something like that.  Therefore, I think releasing that

5 constraint is a positive thing in this process, and allowing the

6 Company to proceed with the rate plan also with the knowledge

7 that there will be a rate case in the not too distant future

8 where they're required to file one in 2016, or no later -- or no

9 earlier than 2015.

10            So to me, I think that's a positive direction, and

11 it's something that should be stricken from the PCORC process

12 all together.

13     Q.     Thank you.  How does Staff arrive at the decision to

14 create a rate plan in which 449 customers see an automatic

15 3 percent rate increase per year?

16     A.     First, I'd like to clarify that the Schedule 449

17 customers will not see a 3 percent increase in their total

18 electricity costs.  They will see a 3 percent increase as driven

19 by the 3 percent times the delivery cost revenue per customer

20 that is valid, because all customers should be receiving the

21 same increase for delivery costs.  And the fact that they may

22 buy electricity from somebody else does not mean they're getting

23 a 3 percent increase in total electricity costs, only in the

24 delivery costs like everybody else.

25     Q.     Was the 3 percent derived on a cost-of-service basis?
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1     A.     The 3 percent is based on the label, the K-Factor, of

2 all the customers and the customer groups, so it's not based on

3 the cost of service.  It is based on the revenues that will help

4 recover the Company's ongoing infrastructure and expense growth.

5     Q.     Do you know how many 449 customers receive their

6 service in a distribution voltage versus transmission level

7 voltage?

8     A.     No.

9     Q.     Did Staff analyze that?

10     A.     No.

11     Q.     Would you be surprised if I told you all -- most, if

12 not all, receive their service at a transmission voltage?

13     A.     And they receive lower costs because of that.  Less

14 cost is passed on to them.  They still receive delivery.  And

15 the cost of service study takes that into effect, so they don't

16 receive the distribution side of it.  They're only receiving

17 what they're allocated in the cost of service study for their

18 portion of the total delivery cost.

19     Q.     But isn't it true if they're taking service at a

20 transmission level, that they're paying for that through PSE's

21 transmission rates?

22     A.     Could you add a little more context to that, please?

23     Q.     Is it correct that 449 customers pay for their

24 transmission delivery based on PSE's FERC-approved transmission

25 rates?
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1     A.     I guess what I'm getting at:  Are you referring to

2 what is the acronym O-A-T-T?

3     Q.     Yes.

4     A.     I'm just trying to clarify what you're trying to talk

5 about, so...

6     Q.     Well, I mean you could call it a -- I was just making

7 it more generic, but...

8     A.     Yes, I understand.  I assume so, and I don't --

9 that's a detail I'm not terribly familiar with and how this is

10 working within the context of the rate plan.  Mr. Piliaris would

11 be able to answer that question.

12     Q.     Okay.  Before the proposed rate plan, there are a

13 variety of exceptions which allow PSE to request rate changes.

14            Has Staff done any analysis on the total potential

15 rate impact for each of these exceptions?

16     A.     No, in part because those exceptions are going to

17 happen regardless of whether it's this plan or another plan, so

18 it's really just a given throughout the process.

19     Q.     All right.  So then I would take you back to one of

20 your statements from your 2011 testimony, which is the public

21 deserves a less complex, more streamlined process.

22            Isn't it true that the public has the normal rate

23 increases that you will see through these filings that are

24 accepted from the rate plan, and then in addition to that, they

25 will see annual increases due to decoupling and the K-Factor?
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1     A.     Like I said before, those other exceptions are things

2 that will happen anyway, if you're speaking of things like the

3 conversation tariff or the power -- the purchase gas

4 adjustments.  Those are already scheduled -- increased scheduled

5 changes that could go either direction.

6            And if the timing of such things is of interest to

7 you, that is something you could bring up in the discussions to

8 be held later this month.

9            MS. DAVISON:  All right.  I'm --

10            MR. TRAUTMAN:  Okay.  We're at 4:33.

11            MS. DAVISON:  Yes.  Thank you for the additional

12 time, and I'm done.

13            MR. TRAUTMAN:  Okay.  All right.  Thank you.

14            THE WITNESS:  Thank you.

15            MR. FFITCH:  Okay.  At this time we're going to

16 recess but not adjourn the deposition.

17            MR. TRAUTMAN:  And Staff will object to that; object

18 to continuing the deposition.

19            MR. FFITCH:  And we'll go off the record.

20                    (Deposition was adjourned at 4:33 p.m.)

21

22                    (By agreement between counsel

23                     and the witness, signature was

24                     reserved.)

25                              -o0o-

Exhibit No.___(MCD-4) 
Page 31 of 53



Exhibit No.___(MCD-4) 
Page 32 of 53



Exhibit No.___(MCD-4) 
Page 33 of 53



Exhibit No.___(MCD-4) 
Page 34 of 53



Exhibit No.___(MCD-4) 
Page 35 of 53



Exhibit No.___(MCD-4) 
Page 36 of 53



Exhibit No.___(MCD-4) 
Page 37 of 53



Exhibit No.___(MCD-4) 
Page 38 of 53



Exhibit No.___(MCD-4) 
Page 39 of 53



Exhibit No.___(MCD-4) 
Page 40 of 53



Exhibit No.___(MCD-4) 
Page 41 of 53



Exhibit No.___(MCD-4) 
Page 42 of 53



Exhibit No.___(MCD-4) 
Page 43 of 53



Exhibit No.___(MCD-4) 
Page 44 of 53



Exhibit No.___(MCD-4) 
Page 45 of 53



Exhibit No.___(MCD-4) 
Page 46 of 53



Exhibit No.___(MCD-4) 
Page 47 of 53



Exhibit No.___(MCD-4) 
Page 48 of 53



Exhibit No.___(MCD-4) 
Page 49 of 53



Exhibit No.___(MCD-4) 
Page 50 of 53



Exhibit No.___(MCD-4) 
Page 51 of 53



Exhibit No.___(MCD-4) 
Page 52 of 53



Exhibit No.___(MCD-4) 
Page 53 of 53


	MCD-4_Schooley Ex plus exhbits - no header
	Pages from Schooley Transcript_32-37
	Pages from Schooley Transcript_78-100
	Exhibit Cover Sheet MCD-4.pdf
	Docket Nos. UE-121697 & UG-121705


	041013 Schooley Exhibit 4
	041013 Schooley Exhibit 5
	041013 Schooley Exhibit 6



