
costs rather than using allocation factors to separately split up joint costs.  The cost of service studies are used by Mr. James Heidell as a guide to the Company’s rate spread proposal.  My testimony first addresses natural gas cost of service and then electric cost of service.  

III.
NATURAL GAS COST OF SERVICE STUDY

Q:
Please explain the underlying considerations of the cost of service study.

A:
The study is based on the previous cost of service methodology accepted by the Commission for Washington Natural Gas Company (WNG) in Docket No. UG-940814, which was also applied in the settlement of PSE's last general rate case, Docket No. UG-011571.  The Company’s focus in this case was not on developing or arguing for different methodologies.  Instead, the focus was on improving cost assignment through attention to the direct assignment of costs rather than joint allocation of costs.  

Q:
Are there any other changes the Company implemented in preparing the cost of service study?

A:
Yes, PSE developed a cost of service model to standardize its electric and gas cost of service analyses and reports.  The model was benchmarked against the model used in the last rate case to ensure that any changes in results are the outcome of the model inputs and not the new model.  

Q:
What are the load characteristics of the rate classes in the cost of service 
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