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THE COMMISSION’S CONSISTENT RECOGNITION OF
THE REGULATORY COMPACT

Q. On behalf of Staff, Mr. Panco referred to the regulatory compact as a metaphor.
Do you agree with that characterization?

A. No. Mr. Panco testified that the regulatory compact has no legal effect in Washington
and is “only a metaphor.”** Chairman Danner recently addressed the regulatory
compact.!? Open competition with an unregulated utility resulting from the absence
of a service area agreement, abrogates the regulatory compact. The regulatory
compact is a principle grounded firmly in statutory and Constitutional requirements.
The Company, like other electric, gas, and water companies in Washington, is under a
mandatory duty to serve.'® In return, the Company is statutorily entitled to

Commission-established rates, charges, regulations, practices, and contracts that are

“[Jsufficient to yield a reasonable compensation for the service rendered.”*

11 Exhibit No. DJP-1T, p. 5, Il. 15.

12 Docket UE-143932, Order 05 (Separate Statement of Chairman Danner, § 2 (May 5, 2016)).
13 RCW 80.28.110.
14 RCW 80.28.020.
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Q. Has Washington recognized the regulatory compact?
A Yes. The Commission as well as Staff and other parties to this docket have
recognized the application of the regulatory compact in numerous proceedings:
Rebuttal Testimony of R. Bryce Dalley Exhibit No. RBD-5T
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121 Q Are the Company’s proposed tariffs consistent with the regulatory compact as

132 recognized in Washington?

143 A The compact, grounded in statutory and Constitutional obligations, is at the heart of

154 the Company’s proposed tariffs. As a result of the Company’s duty to serve, it has

165 built distribution and transmission facilities and acquired sufficient long term power

176 supplies to meet the needs of its customers. When a customer decides to permanently

187 disconnect and obtain service elsewhere, which it can because Washington does not

198 provide for exclusive service territories, the cost of those facilities and the stranded

209 costs for power must be borne by either the remaining customers or the departing

2110 customer. The proposed tariff is designed to protect against cost shifting to the

2211 remaining customers.

2312 BANDED RATES FOR THE NON-RESIDENTIAL CLASSES

2413 WOULD NOT AVOID COST SHIFTING

2514 Q. Staff recommends that the Company utilize banded rates to more effectively

2615 compete with Columbia REA instead of pursuing a Stranded Cost Recovery Fee.

2716 What are your thoughts on the recommendation?

2817 A. Banded rates are not an appropriate solution for the issue of cost shifting that occurs

2918 when customers opt to permanently disconnect from the Company’s system. Having
Rebuttal Testimony of R. Bryce Dalley Exhibit No. RBD-5T
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