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PROCEEDI NGS

JUDCGE MOSS: CGood afternoon, everyone. M
name is Dennis Mdss. |'man administrative |aw judge
fromthe Washington Uilities and Transportation
Conmi ssion. W are convened with the conmm ssioners on
the Bench this afternoon in the docket styled
Washington Utilities and Transportati on Conmi ssion
agai nst Puget Sound Energy, Docket No. UE-010525.

Qur first order of business will be to take
appearances. Let's begin with Puget.

MR. GLASS: Todd d ass of Heller Ehrman Wite
and McAuliffe on behal f of Puget Sound Energy.

MR, CAMERON. Good afternoon. |'m John
Caneron, Davis Wight Trenmmi ne, here on behal f of AT&T
W rel ess.

MR, G BSON: Kirk G bson of Ater Wnne, LLP,
on behal f of Worl dCom

MR, SHERR: Adam Sherr of Quest.

MS. DAVI SON: Melinda Davi son of Davi son
Van Cl eve on behalf of the Industrial Customers of
Nort hwest Utilities.

JUDGE MOSS: M. Trotter?

MR, TROTTER: Donald Trotter, assistant
attorney general with Conmm ssion staff.

JUDGE MOSS: We do not have a
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representative present from Public Counsel --

MR. CROWELL: Your Honor?

JUDGE MOSS: M. Crommaell, | wasn't
antici pating anyone on the bridge line. | apol ogize.
Go ahead and enter your appearance.

MR. CROWEELL: Robert Cromaell on behal f of
Publ i c Counsel

JUDGE MOSS: Anyone else on the bridge |ine?
| believe we do now have all the parties represented.

The purpose of our gathering this afternoon
is to take up the proposed settlement of this
proceeding, and I'lIl describe it as a partia
settlenent in the sense that not all parties are
signatory to it. W did have sone procedura
di scussion earlier in the week and further exchange by
e-mail that clarified the situation and perhaps
precipitated sone late filings.

The fundanmental idea for today is that we
wi |l discuss the proposed settlenent in its fullness,
which is to say, all of the alternatives presented,
recogni zing that the parties have put forth through
their amended settlenment agreenent that their
preference is to have the Comr ssion approve three
speci al contracts, and as | understand the settl enent,
that would then | ead or would be acconpani ed by a



request for leave to withdraw the Schedule 45 that's
currently on the table, and then as a secondary
alternative for the Conm ssion to approve the Schedul e
45, as to which | understand there is at |east one
party, the Industrial Custonmers, who are opposed, and
we did receive your filing. | suppose that was
yesterday. W also did receive PSE's coments. Has
Staff filed anything, M. Trotter?

MR, TROTTER: No. | am prepared to nake ora
statements today about Staff's position

JUDGE MOSS: |'m sure you' ve all cone today
prepared to call your witnesses and to speak to the
settlenent. | think also given the posture of the
matter, we are going to want to have a fair amunt of
interaction with counsel and the Bench, and we
typically allow for opening statenents, and perhaps
that would be the best way to proceed is to hear from
the parties as to how they see the posture of the
matter.

CHAl RAOMAN SHOWALTER: It's so easy for the
posture to get into argunments. | was going to say
subj ect to discussion here that since the specia
contracts are the preferred option, as | understand it,
| would rather hear about that first. | think if we
heard from each of the parties on all, we would start



| osing track of the argunments for and agai nst or about
speci al contracts and the arguments for or against or
about the tariff. So I just want to be sure we isolate
t hose sonewhat and | ook at the special contracts first,
if that sounds |i ke a good idea to others.

JUDGE MOSS: It sounds like a good idea to
Judge Mbss. | see lots of nods of affirmance fromthe
counsel. That sounds |ike a very sensible way to
proceed. Let me ask if the parties had anticipated
that one or nore of you would nmeke a statenent
regardi ng the proposed settlement in this preferred
option of the special contracts, and perhaps anot her
party woul d have sonething to say about that, very
bri ef.

MR, GLASS: | had prepared a brief T-up of
the special contracts only.

JUDGE MOSS: Let's get our witnesses on the
stand first, so to speak. Do the w tnesses have
testimony on the special contracts?

MR. GLASS: No direct testinmony, but, of
course, they are available for any questions.

JUDGE MOSS: Let's call them when we need
them Go ahead and "T" us up, M. d ass.

MR. GLASS: Thank, Your Honor, Conmi ssioners.
17 nmonths ago, PSE enbarked upon this rate schedul e



proceedi ng, a set of proceedings in the rate schedul es.
Al ong the way, we have tried to fashion a rate schedul e
that would deal with these types of custoners. Along
the way, we have also come up with two settlements that
are before you today that we believe woul d adequately
deal with the transitional tinme period between now and
the end of Puget's next rate case, which, | should say
up front, as of today, it is Puget's intention to file
a rate case early next nonth, early in Novenber, so
think we are on record in that regard.

The first settlenment that was arrived at was
filed on Septenber 17th. It was between Puget Sound
Energy and the three tel ecommuni cati ons custoners
represented here: AT&T, Worl dCom and Qwest. That
settl enent had stipul ated Schedul e 45, and then as a
backup, the special contracts. However, the rates,
terms, and conditions of both were identical
Actually, the two forns were in the alternative

During |l ate | ast week, we reached a
settlenment as far as procedural nature with sone
substance as to with ICNU dealing with their opposition
to stipulated Schedule 45. The genesis of that
settlenent was a statenment by M. Sanger in the
prehearing conference on Septenber 7th that | CNU m ght
be willing to go along with special contracts if we



were to withdraw the Schedule 45. That is, in essence,
the settlenent we reached with ICNU, all of the
custoners, PSE as well, that we would cone before you
today and request that you consider and approve the
special contracts as a way to put these issues to rest
pendi ng the rate case and pending a nore deliberate and
consi dered view of all the policy issues that these
rate schedule nmatters may have.

In my cover letter of yesterday, | have
detail ed the agreenent between | CNU custoners and PSE
but basically, | can say today that on behalf of PSE
we will wthdraw or nmove the Commi ssion to w thdraw
stipul ated Schedul e 45 and the Schedul e 45 that was
initially filed pending your approval of the specia
contracts --

CHAl RAMOMAN SHOWALTER: That was two different
ways to say sonething because | first thought you were
going to say we will withdraw if you approve the
speci al contracts, and then you changed that to, we
wi Il wthdraw pendi ng.

MR, GLASS: The first one is probably the
nore accurate way, but the intent is the same. As soon
as you approve the special contracts, we want the
stipul ated Schedul e 45 and Schedul e 45 to go away.

We noted this norning, counsel for the



custoners as well as nyself, we realized that there is
an om ssion in the special contracts that merits your

consideration. If you will |ook at Page 2 of the
special contracts, there is a No. 5 itementitled
"Pricing Process and Designation of Load." Not

wi t hstanding 10 sets of itens review ng these docunents
before we all filed themon Septenber 17th, we realized
that that Section 5 did not include the significant
| oad reduction provision that softens the custoners
take or pay provision. It is the meeting of the mnds
of the parties that the significant |oad reduction
portion, which is actually included in the stipul ated
Schedul e 45, be included in the special contract. |If
it pleases the Conmission, | can read it in or | can
point you to it.

CHAI RMOVAN SHOWALTER: Coul d you point us to
it and then read it in?

MR, GLASS: Certainly. |If you |ook at
stipul ated Schedule 45 --

JUDGE MOSS: That's Tab A.

MR GLASS: -- Tab A of our Septenber 17th
filing, original sheet 45-D. It's the first ful
par agraph that's | abeled, "B, Significant Load
Reduction."

JUDGE MOSS: Why don't you go ahead and read



that in.

MR. GLASS: "Significant |oad reduction: To
t he extent customer does not consune its planned
increnental |oad take or pay energy in a given nonth,
the conpany shall renmarket such energy and provide a
credit equal or such energy at a price of 90 percent of
the wei ghted average m d-Col unbia firmindex price for
the applicable nonth up to but not exceeding custoners
total take or pay obligation (the planned increnenta
load tinmes the price set forth in Paragraph 2-A)

CHAl RMOVAN SHOWALTER: Where would that go in
the contract?

MR, GLASS: Basically, we would take 5 in the
speci al contract and add this as a new Subparagraph B
to 5. The reference to 2-A in the conments that | just
stated, I'minfornmed, would need to be changed to
Par agr aph 5- A

JUDGE MOSS: |Is that the only point of that
type that you had, M. d ass?

MR GLASS: Correct.

JUDGE MOSS: | noticed that on Page 1 of the
speci al contract under Arabic I, "Service", in the
first sentence there appears to be a termof art, "high
intensity load electric service." |s that defined

somewhere in the special contract?



MR. GLASS: | do not believe so.

CHAl RMOVAN SHOWALTER: What does it mean?

COW SSI ONER HEMSTAD: What are the criteria
for it?

JUDGE MOSS: Perhaps it will ease things
along to note the termis defined in Schedul e 45, and
nmy thought was perhaps it was your intention, at |east
| thought it was.

MR. GLASS: | concur that that is probably
what the parties neant.

JUDGE MOSS: Would that be, for exanple, the
definition under the applicability termof Schedule 457

MR. GLASS: Yes.

JUDGE MOSS: So would it be the settling
parties' intention that the special contract defined
the termaccording to the applicability section of the
Schedul e?

MR. GLASS: Your Honor, | think that why that
definition fell out was it was our intention that these
contracts be bilateral agreenents, not of genera
applicability, and that is why this applicability
section was not reflected in the special contract.

CHAl RMOMAN SHOWALTER: So then does that nean
that the contract shouldn't even have the
custoner-neets-the-criteria | anguage at all because the



custoner is just the custoner, or is the custonmer -- do
you intend that the contract state that the customer of
the contract nmeet sone kind of criteria; which way?

MR, GLASS: W could probably go with the
first way, which is no criteria specifically in the

contract. It's our intention to offer but not require
any custoner -- any other custonmer during the
transitional rate period, they will be offered this

contract to the extent they net this criteria, however,
t hat does not need to, of course, be in the specia
contract itself.

COW SSI ONER HEMSTAD: But that opens one of
the issues first reading where we have sone concerns;
nanmely, will this be available to other custoners,
ei ther existing custoners of Puget or new custoners
that come over the horizon, even short-term

MR. GLASS: It will be available to them but
not required of them

CHAl RAOMAN SHOWALTER: Who is the "thent'? Is
it anybody who neets the criteria that you nentioned,
or is it anybody?

MR, GLASS: It's anybody who neets the
criteria.

CHAl RMOMAN SHOWALTER: If that's the case, |
think just as a matter of form it mght be a good idea



to state these criteria in the contract because you
woul d at | east have something in the bounds of the
contract that shows what type of custoner this is for
pur poses of conparison of discrimnation or not
di scrimnation, but that leads to ny question, let's
assune the criteria. The question then is, why are
these criteria -- the criteria are actually back on
Page 1 of Schedule 45. VWhy would it be justified to
limt application of these kinds of contracts only to
this group and not a broader group of existing
custoners who say, "I would like this contract too"?
MR. GLASS: The custoners that we seek to
serve under this special contract have certain
characteristics that we have attenpted to capture in
the criteria listed. For instance, they require
addi tional infrastructure that nost other customers do
not require. The special contract is specifically
designed to serve those custoners that possess that
criteria. So that is why the criteria exists, and we
think that the criteria only captures the customers
that have joined in supporting these special contracts,

and for those who may cone along, they will be offered
it, but not required.
COW SSI ONER HEMSTAD:  |'m | ost again. So

where are those criteria in the contract?



MR. GLASS: | agree with the Conmi ssion that
they are not in the contract and that for purposes of
clarification, as the Chair said, putting that in there
as a point of clarification, that would be an advisable
thing to have in there.

CHAI RWOVAN SHOMWALTER: So they aren't in the
contract, but they are on Page 1 of the proposed
Schedul e 45.

MR. GLASS: Right. |[If the Comm ssion so
desires, of course, we would be happy to put that in
there as a point of clarification. As far as the
custoners, would you have any objections to that?

MR. CAMERON: If | could be heard for a
nmonment. | think speaking for the custonmers, certainly
for AT&T wireless, ny first observation is that the
term"high intensity" is not an operative termin the
contract. Fromthe custonmers' perspective these are
simply bilateral arrangenments that cover the period
starting when Schedule 48 is term nated until the end
of the transitional period providing rates that we have
agreed to and al so part of a package of resol utions
t hat cover construction and other issues associated
with how we found oursel ves on Schedul e 48 and what
we' ve been able to agree to the Conpany to do.

I think the customers are indifferent to the



poi nt of whether high intensity is defined within the
contract or not. It does not affect our deal. From
our perspective, | think we are indifferent, so

what ever your pleasure is.

COWM SSI ONER HEMSTAD: One of our concerns is
the i ssue of whether other existing custoners conplain
they are entitled to the sane set of arrangenents that
are included in these contracts. The customers here
today are indifferent to that, but the question is,
shoul d we be indifferent to that when it cones to other
custoners?

MR, CAMERON: |If you wanted it in, again, as
a matter of indifference to us, put it in to add the
clarification you need. The custoners just find
thensel ves 14 days shy of the expiration of Schedul e
48. We are sonewhat anxious to know what the rate will
be after that period. That's the heart of our concern.

CHAl RWOMAN SHOMALTER: | don't think it is so
much an issue of whether it's in the contract or out of
the contract. If it's not in the contract, it can be

clarified in an order that these are the
characteristics that these contracts apply to, but the
substance of the question is, are these criteria -- we
can read the criteria. They are there. They certainly
define a group, whether new or old. The question is,



are these the criteria that should make a difference in
terms of who is eligible to be treated one way under
the special contract or not under the special contract
and only under the existing tariffs? That's inportant
because we have to find in proving these specia
contracts that they don't discrimnate unduly.

MR, GLASS: | understand the point. Qur
Wi t nesses that are here today have prepared and
reviewed all of the current custonmers on Puget's system
and can answer for you today of whether any other
other than the three here before you, qualify under the
criteria set forth here. That's only a partial answer,
but there is nore information available to you other
t han ne.

CHAl RMOMAN SHOWALTER:  That woul d be
interesting. W should get that, but it is only a
partial answer, because it begs the question of whether
there are others who don't neet these criteria who

woul d say, "This is an arbitrary line. | want this
special contract too for the next year." So that's
nmore of a policy or legal question than a factual one;
al though, the facts are interesting as well. Wat's

the answer? Wy should this define the group that
receives the option of simlar special contract in the
future?



MR. CGLASS: We believe that these criteria
capture a group of custoners that need to be served in
a different manner than is typically avail abl e under
Schedul e 31 or 49. The customers here, for instance,
have all net these criteria. They all have | oads,
either existing or projected, |oad factors in excess of
80 percent, and they all have the inproved
infrastructure in order to avoid the possibility of

power service interruption. |If there are other
custoners that neet all of those criteria, it would be
wong for us to say that we will not offer you the sane

speci al contract.

CHAl RMOMAN SHOWALTER:  What about those that
don't neet these criteria? Wy shouldn't they get the
contract? A line has been drawn here, and it's a line
t hat happens to coincide with the existing three
custoners, so they are all right with this contract and
provi si on, and anyone el se who fell above that line or
within those lines would be eligible.

The question we are after at the nonent is
that then neans that others who fall outside of those
lines are not entitled to receive this contract. So
the question is, why are these the right Iines? Wy is
this the appropriate criteria for who should get a
speci al contract and who shoul dn't?



MR, GLASS: We had up to this point not
focused on that issue because it was our understanding
t hat nobody wanted such things. However, | can see
froma policy perspective how the Conm ssion ought to
entertain it. | think that the witnesses that we have,
when they are called up here, will be able to provide
you with greater information that goes to factual as
wel | as policy.

COW SSI ONER HEMSTAD:  When we started here
with an opening statenent, | would like to hear from
both ICNU and Staff on this issue as to what their
views are.

MR. CAMERON: Could | offer one observation
first? It nmay seema bit perverse, but these three
custoners are here because they found thensel ves on
Schedul e 48, and there have been a number of
di scussi ons about whether 48 was appropriate or not.

During the course of our discussions that |ed
to this settlenent, our position initially was we
shoul d be on 31 or perhaps 49, depending on delivery
voltage. The issue that kept us apart was that one.

We have decided for the tine being, at |east the
transitional period |eading up to the next general rate
case, to table that issue and to rejoin that issue
during the general rate case. Because frankly where we



sit right now, we aren't sure whether 31 or 49 are that
good a deal for customers with these characteristics,
but for the tinme being, we are here.

These special contracts are here not because
we wanted them so much but because we couldn't cone to
closure on the 31 or 49 issue. W elected not to sit
through a hearing on that before the end of the next
general rate case, so we got as far as we could, which
was one, to determine definitively, to your approval,
what rate would apply when 48 termnated to solving a
variety of construction issues between each individua
custoner and the Conpany regarding the infrastructure
built to accommbpdate our operations, and three
settlenents related to the fact that we were on 48, and
there was an issue about whether we should be there or
not .

To me, another potential custonmer conmes in

first should ask the issue, "Shouldn't | just take 31
or 49?" If you look at the special contract and the

stipul ated schedule -- they are as identical as they

could make them -- we pick up the 31 and 49 rates,

dependi ng again on delivery voltage. The threshold you
see for that Tier 1 pricing is five negawatts,

40, 650, 000 kil owatt hours a nmonth. W picked that
intentionally because we think within this transitiona



period, our |oads are not going to exceed that anount.

So we get rates equal to 31 or 49, and we
preserve the issue for later resolution before you in
the general. So in ternms of discrimnation, it's
upsi de down. O her custoners who cone up in, | think,
would first ask for 26, 31, or Schedule 49 only if
there is an issue like the one we faced with Puget with
the question of a special contract. So it's not I|ike
sonmething that's been withheld so much as it is a
mut ual | y- agreed-to acconmodation to get us through the
issue rate eligibility until we can take it up with you
in the general

CHAl RMOVAN SHOWALTER: Are you saying as a
practical matter you think that you probably will not
exceed Schedul e 31 rates through the contract period?

MR, CAMERON:  Yes, ma'am

CHAl RMOVAN SHOWALTER: Then that's why as a
practical matter for you it doesn't matter; however,
the contract terms thenselves, am| right, say that if
you shoul d go above a certain threshold, you start to
pay market rates or you are subject to market
conditions; is that correct?

MR, CAMERON:  Yes, mm'am

CHAI RMOVAN SHOWALTER: Then dependi ng on how
one views the market in the next year, mght that be



attractive to sonmeone, nore attractive than the
schedul e they are on or not?

MR. CAMERON: G ven the travail in the
market, | can tell you we picked that five nmegawatts
carefully to minimze the |ikelihood we would face it,
but | guess you coul d hypothesize a situation where
some custoner mght |ike to play that gane.

CHAl RMOMAN SHOWALTER: Because it seenms to me
a part of what is at issue here or is going on here is
you want to execute these special contracts pending
wor ki ng out some nore permanent class arrangenent rate
in the rate case. On the other hand, in order to
approve these special contracts, we have to find they
don't discrimnate based on simlarly situated people
undul y.

So in sonme ways, at |east on sone level, we
have to say, "We think these are fair." Now, you can
define the contractees in various ways, Schedule 48 or
new or in litigation, various ways. The question
al ways conme back to, Are those elements, however we
define them distinctive enough that others who cone
along and don't fit those elenents have no right to
this. It's not as sinple as, Let's just have a
contract until we settle the issue |later, because we
are subject to constraints when we approve these



speci al contracts for good reason. So that's why we
are wondering how to appropriately define the people
who are getting these special contracts in a way that
we are confortable that we are not unduly

di scrim nating.

MR, CAMERON. | can offer you the sinplest
possi bl e class definition which would be custoners who
still find thenselves on Schedule 48 with no place to

go cone Cctober 31st.

CHAI RMOVAN SHOWALTER: That might be a good
answer, because you are the only three customers who
are left without a clear honme after the end of the
nont h.

MR. CAMERON: We were covered in the Air
Li qui de conpl aint stipulation, but we are not parties
to that case so it didn't determine this issue for us.

COW SSI ONER HEMSTAD:  You are | eft hangi ng.
I would Iike to here fromICNU and Staff on the issue.

JUDGE MOSS: Ms. Davison, | believe you have
been call ed.

MS. DAVISON: |'m not sure where to start.
don't want to sidetrack this discussion so | wll try
to answer the questions that have been presented as
directly as possible, but I do want to note that |
woul d I'i ke to make sone nore general observations for



the record with regard to an opening statenent.

I think that the question that Chairwoman
Showal ter has raised is a very appropriate question
because if you | ook at the definition that is contained
in Schedule 45 of high intensity load electric service,
which we just heard fromM. Gass, is, in effect, the
definition that woul d be applied to the specia
contract that |ooking at that definition, basically,
any industrial custoner is going to qualify under that
definition. 1t does not have the original Schedule 300
characteristic of tying it specifically to data
centers, and there were a whole variety of criteria
that we saw in Schedule 300 that really tried
distinguish it fromother industrial custonmers.

I ndustrial custonmers do require new facilities, and
they take at a high load factor, and that's basically
the criteria | see here that's laid out.

That is originally why you saw | CNU as t he
trade association get involved in this case. Wen
Schedul e 45 was originally filed, we thought it was a
very punitive schedule. You may recall in its origina
form it had a very, very high rate of -- one tinme, |
think it was roughly 160 per negawatt hour if you
reached a certain threshold, and we opposed that at the
time and we continue to oppose increnental pricing. As



you saw fromour letter yesterday, we don't think the
time is right for it, and I don't think this is the
ri ght proceeding to decide an issue of that magnitude.

I think that Chairwonman Showalter is
absolutely correct in this very wild world that we are
living in today, if you follow the nmarket prices for
power, we are down in the 20's again, so you are
| ooking at a situation in which the market price
provision that is set out as Tier 2 in this Schedul e 45
is actually a nore attractive rate than what you see on
Schedul e 31 or 49. | don't know what will happen in
the future, but that is where we are today, which is a
very different situation than where we started when
Schedul e 45 was originally filed.

So | think the questions that you are posing
internms of the eligibility for this special contract
are good ones. There are several components of these
speci al contracts that may cause customers to shy away
fromthem nanely, the take or pay provisions.

Al t hough, M. Gass did note today that there is a
provision that's been anmended to the special contracts
to soften the blow of the take or pay aspects of it,

but fundanentally, |ICNU has taken a consistent position
t hroughout, not in terns of trying to chase the market
or chase the prices. W fundanentally believe that



this is not a correct classification of custoner that
is directed at data centers, and we fundanmental |y
believe that this tariff discrimnates on severa
different levels as we set out in our letter yesterday.

CHAl RAOMAN SHOWALTER: But back on the
contracts, not the tariff, what about M. Cameron's
point that these are the last three Schedul e 48
custoners, and we didn't find Schedul e 48 was unj ust
and reasonable and it ends anyway. Do you think that
is a reasonable group to allow a special contract; that
that is a reasonable distinction to nmake between them
and some of these others who could cone al ong and say,
"I use a lot of electricity too." And our answer would
be, "Yes, you do, but you were not |eft on COctober 31st
with nowhere to go, so for that group, we did have to
approve these special contracts. W did it on the
understanding that a rate case is conmng in the door
You, along with them wll be subject to the ultimte
decisions in the rate case and be part of that.” |Is
that a reasonabl e distinction to make.

MS. DAVISON: | believe that you can nake
that distinction, yes. | think that there are severa
out standi ng i ssues that have to be decided pretty
quickly with regard to the issue of how these specia
contracts are currently witten in a way that does



mrror many conmponents of Schedul e 45, and | do believe
that the rate case, as we have said consistently, is
the right place to resolve a | ot of these broader

i ssues, and | could see a solution that was a linmted
stopgap that doesn't have any precedential val ue that
is very narrowly defined that gets us through this very
short period of tine but preserves what we consider to
be significant |egal issues for the rate case.

CHAI RMOVAN SHOWALTER: Did | understand you
to say these special contracts are that limted
provi sion or not?

MS. DAVISON: | think that if the Conm ssion
approved these special contracts, | would certainly
hope that the Commi ssion would note that these are
l[imted and the class is linmted. There is no
precedent here that this was not a proceeding in which
procedural ly parties were able to present their
argunments with regard to many of the concepts that are
enbodied in the special contracts and that those issues
will be saved for a later date

JUDGE MOSS: Your position in the case is
that you woul d not oppose this approval of the specia
contracts but you don't actively support it either. |Is
that a correct statenent of your position of the case
at this juncture?



M5. DAVISON: It's such a nice, succinct
statenent | wish | could say absolutely clearly yes. |
have one caveat to that, and it depends on the answers
that | get fromthe Puget Sound Energy w tness on
cross-exan nation with regard to how ny clients will be
treated during this interimperiod.

CHAI RWOVAN SHOWALTER: Maybe we had better
allow Staff to coment and then we'd better call the
Wi t nesses.

MR, TROTTER: Thank you. First off, Staff
does support the Alternative 1, the special contracts
for the three custoners, and it is because of the
context, and I'Il focus on the Bench's discrimnation
issue in a second, but we do agree, and | think it's
obvious fromthe pleadings that this was a nutually
agreed-to accommodati on, as M. Caneron said, and
think Staff is particularly attuned to the context of

which this arises. It is a transition nmechanism

These issues of what Schedule 31 and 49 and 45, if any,
will look Iike are good rate case issues, and that
vehicle will be available shortly, and that's where it

ought to be resolved. Having a two-track system where
we are litigating that here and there doesn't nake
sense to us.

This is a way to accompdate the interests of



all parties to get there, and it's very short term |If
the case is filed next month, it will be about a year
where these contracts will be in effect at the outside.
Again, a practical consideration, and we degree that
there is probably not too many custoners that would
find this advantageous, and even the custoners that are
on it that will not be in the tail blocks with the big
issues lay in wait.

But those are all practical, strategic, or
what ever consi derations, but getting right to your
poi nt, Chai rwoman Showal ter, you said the rules require
us to |l ook at discrimnation issues and so on, and
these are special contracts so let's | ook at those, and
| do think the fact that these are Schedul e 48
custoners is a key conmponent of that. | note the
Conpany does provide some additional criteria or
distinctions that they allege on Page 14 of their
comment regardi ng how t hese custonmers are served. They
have a very high load factor. | believe that we've
been told that other existing custonmers don't have that
hi gh of a load factor, and load factor is traditionally
a basis for distinguishing between custoners.
M. Mlntosh can tal k about factual issues better than
I can when the opportunity arises, but these are things
that we have | ooked at and feel confortable with in the



overall strategic procedural context in which we find
our sel ves.

Al so, we considered that special contracts
are conmmitted under the rate plan approved in Docket
No. UE-951270 in Paragraph 5 of the stipulation there.
So all these factors |unped together gave us sone
confort that this was an acceptable way to go. [If we
went to litigation and hashed out to the |ast sentence
di scrimnation issues, it's hard to know where we nmni ght
end up, but we are confortable right now wi th what we
know and the overall context proceeding on this basis.

JUDGE MOSS: Should we call our w tnesses?

COW SSI ONER HEMSTAD: | suppose unl ess the
ot her custoners have any ot her opening coments at all
or do you just waive that?

MR, TROTTER: One other thing, this can be
uni nal ogous to an experinmental tariff, and comr ssions
are given pretty wide latitude in areas of
discrimnation in that context. | don't think it's
precisely experinmental, but often those tariffs are
short term They are quite different and so on.

That's something | just quite honestly thought of as
possi bly were arguing, but | think overall if you
approve these special contracts, | think the |ikelihood

of a challenge on discrimnation grounds is very slim



and I think we have a | ot of factors here that would
provide a sufficient basis to sustain a contract.
Thank you.

CHAl RMOVAN SHOWALTER: | have one question
just on the word of the contract itself that | think is
nore of a | awyer question, and that is on Page 2 of the
contract. It's at the top of the page, so the sentence
starts with the previous page, but the third Iine down
is "absent Comm ssion approval," and | don't know what
that means. So maybe M. G ass could | ook at the whole
sentence and tell nme what that means. |'mnot clear
what approval we're tal king about, because it |ooks to
me |like we're tal king about approval of the contract,
and if we don't approve the contract, there is no term
of a contract.

MR, GLASS: W added that provision absent
Conmmi ssi on approval after conversation with Staff with
regard to what happens -- first off, if PSE doesn't do
its rate case and it's not done within 24 nonths, what
happens at the 24-nmonth period end of this, which is
several contingencies down the road, but in other
words, what we were stating here is absent Comm ssion
approval, this contract would end at the |ater of the
two tines, either the general rate proceeding or 24
nont hs. However, if the Conm ssion had said the rate



proceeding is going to end in the 25th nmonth, the
Conmi ssion could instruct the parties that continuing
on with the special contract would be all owabl e.

It was basically a caveat to give the
Conmi ssion authority to do whatever it wanted to with
these special contracts if we got out to the 24-nopnth
deadl i ne for these contracts and we didn't know what
was goi ng to happen.

JUDGE MOSS: Just a followup on that point.
How does that square with your anmendnent to stipulation
of settlenent at Page 1 that appears to have two

trigger dates as well, the later of the end of the rate
case or October 1st, 2002.

CHAl RMOVAN SHOWALTER: | haven't gotten an
answer on this question yet. | still don't understand

it. What is "absent Conm ssion approval"? Approval of
what ?

MR, GLASS: O continuation of these specia
contracts beyond 24 nonths.

COW SSI ONER HEMSTAD: I n other words, it's a
nodi fier to the follow ng phrase.

MR. GLASS: Correct.

JUDGE MOSS: We got that piece. Now, are we
tal ki ng about trigger nmechani sns here, or should these
dates line up?



MR, GLASS: | think what happened is because
PSE is going to be filing that rate case soon, this
portion, this "absent Conmm ssion approval" part, did
not make it into the amendnent of the stipulation. |
think the anmendnent of the stipulation reflects one of
two dates, the end of the rate case or the end of the
24-nont h peri od.

JUDGE MOSS: That's what you intend it to
reflect, because this is 23 nonths the way | count.

MR, GLASS: Yes.

JUDGE MOSS: | just want to be clear we've
got a consistent criteria throughout. You' re asking
the Conmi ssion to approve a set of docunents here, and
these details becone inportant at that point, so we
want to be clear. The intention is that it be the end
of the rate case or 24 nonths.

MR, GLASS: Correct.

JUDGE MOSS: So we can pick that up in a an
order, but we want to get it right. M. G bson?

MR. G BSON: The date Cctober 1st goes back
to the original filing where we wanted it effective
Oct ober 1st but were unable to accommbdate a hearing in
Sept enber, and this goes back to that. 1In a sense,
before the Conmission is a request to nake the
effective date Cctober 1st, and | think that's all owed



under the rules with show and cause, but | think that's
where the di screpancy occurs. Let my comrents only go
to the reason that there is a difference in dates.

CHAl R\MOVAN SHOWALTER: Are we being asked to
make this effective October 1st?

MR G BSON: No. | don't think we offered to
ask that. | probably shouldn't have thrown that little
extra know edge in.

CHAl RMOVAN SHOWALTER: Now, on the issue
t hough of the termof this contract, |I think there is a
significant difference if it's a contract that goes the
next 24 months versus the next 12 or so, which neans it
makes a difference if the Conpany is going to file a
rate case. Since you have stated several tines you are
going to, do you object to our approving these
contracts conditioned on the Conpany filing a rate case
by Novenber 15th or sonmething that fits within your
current statements?

MR. CGLASS: Steve Secrist, director of rates
for Puget who is in charge of the rate filing, is
probably the best person to answer that question versus
ne.

JUDGE MOSS: He's going to be your witness?

MR. GLASS: Yes.

JUDGE MOSS: |Is the Bench ready to have our
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wi t nesses cal | ed?

MR. G BSON: In a sense of the spirit of
openi ng comments, | would concur with what M. Caneron
has said before ne, but we are here with unique
ci rcunst ances, and what we've done is a settlenent
invites natures of conpronmi se. As businesses, we've
gotten together to nmove forward so we have sonething
with certainty that we think is reasonabl e under the
circumstances, and it's transitional in nature, and
that's we would urge the Conmi ssion to approve this
contract.

JUDGE MOSS: M. Sherr, | don't want to skip
you.

MR, SHERR: Qwest is willing to waive its
opening statement. There is nothing | can add. Al
the custonmers and PSE have fully spoken to this matter

JUDGE MOSS: Ms. Davison, | think you
suggested earlier that you m ght have sonething
further.

M5. DAVISON: Very briefly. 1 don't nean to
rai se these issues to try to derail this hearing in any
way, but | do want to state quickly on the record a few
procedural concerns | had about this particular docket.

The first is that I'ma little puzzled by the
schedule in the case. Testinmony was due on Cctober



7th, and | didn't see any kind of notion to seek a
delay of filing of that testinony, and I went back and
read the order carefully, and it tal ked about a

concurrent path, so | just wanted to raise that issue.
JUDGE MOSS: My recollection fromthe
prehearing conference, the discussion -- whether it was
captured in the order or not -- was that the filing of
testimony and that sort of process, those dates were
set as a backstop, if you will, against a settlenent
not being filed and that if a settlenent was filed, we
would fall into our typical process for considering

such a filing. So that was the intention, and
apol ogize to you if the order was not adequately clear
in that regard.

MS. DAVI SON: That raised the next question
had which was that the settlenment here is a partia
settlenent, so | wasn't sure, since you have three
parties who are not part of the settlenent, if that
kept the schedule on track or not. So again, | just
wanted to note that quickly for the record.

JUDGE MOSS: We understood from your
representation during the prehearing that you woul d not
be a party to it.

MS. DAVI SON: The second procedural issue
that is slightly confusing to me is that in the



suspensi on order, there was a statenent that Puget
Sound Energy may not change or alter the tariff

revi sions without Comnm ssion approval. W now have
what is before the Comm ssion the third version of
Schedul e 45, and while | know that issue may cone in
the second phase, | didn't want to lose track of it in
terms of -- so |I'mnot going to dwell on that.

The other point | wanted to nmeke sure the
record was very clear on is that my clients did not
participate in the settlement negotiations. In fact,
they were not pernmitted to participate in the
settl enent negotiations. That's all | have.

JUDGE MOSS: Okay. Wth that, | think we are
ready to call our witnesses and so we will be off the
record for a few mnutes

(Di scussion off the record.)

JUDGE MOSS: We've arranged oursel ves and had
some opportunity to discuss the process that will
follow this afternoon. 1'mgoing to swear the
Wi t nesses collectively in a noment. The parties
i ndi cate they have no desire to conduct exam nation in
the nature of direct exami nation. M. Davison has
i ndi cated she has a few questions she wi shes to ask,
and she will direct those to individual wtnesses, and
then we will have an opportunity for redirect to the



extent counsel feels appropriate to elicit further
response fromindividual witnesses with respect to
what, for lack of a better term what was descri bed as
Ms. Davi son's cross.

There will be opportunities after that for
inquiries fromthe Bench of the witnesses either
collectively or individually. |If the witnesses will

rise, please, and raise their right hands.

(Wtnesses sworn.)

JUDGE MOSS: Ms. Davison, you get the
| ead-of f pitch.

MS. DAVI SON: | have to apol ogize that there
are two gentlenen that | know --

JUDGE MOSS: W need introductions. Good
point. That was actually rude of ne. | apologize to
the witnesses. Normally, we would have inquiry from
counsel who would elicit fromyou your nanes and
affiliations and so forth. Go ahead, please.

MR. HENRY: Jerry Henry, Puget Sound Energy,
di rector of mjor accounts.

MR, SECRI ST: Steve Secrist, Puget Sound
Energy, director of rates and regul ati ons.

MR. TRUM  Jeff Trumm WorldCom facilities
speci al i st.

MR, PARKER: Galen Parker, Qwest, real estate
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ener gy nanager.

MR, HUNTER: W /I liam Hunter, AT&T Wreless,
seni or techni cal analyst.

MR. MCI NTOSH: Hank Mclntosh, UTC staff.

MS. DAVI SON. At the nonent, | believe ny
guestions are probably nost appropriately directed at
M. Secrist. M. Secrist, with regard to the specia
contracts, focusing on Tiers 2 and 3, can you explain
how PSE derived those charges?

MR. SECRIST: And by Tiers 2 and 3, you are
tal ki ng about the anpunt that exceeds five negawatts as
wel | as the anmount that provides the overage in case
there is over utilization by the custoner?

MS. DAVI SON: That's correct.

MR. SECRI ST: The ampunt for the Tier 2 was
our effort to |l ook at what other custoners are out
there that m ght have | oads that exceed a certain
| evel, and what we found is that there are no other
Schedul e 31 customers that exceed the five negawatt
criteria, so we felt we had a safe ceiling there to say
if you exceeded this level, you had a rate consunption
that was going to be different fromall of the
custoners that are currently on inbedded rates.

MS. DAVISON. |'msorry. Maybe |I didn't ask
my question very clearly. Wat | was interested in --



let's focus on Tier 2. How did PSE derive those
charges, those rates, not the eligibility, but how did
t hey derive the charges?

MR. SECRIST: |In terms of a derivation, and
perhaps |'m not understanding. Are you talking about
what was the process we went through to say for this
averagi ng conmponent that exceeds five nmegawatts; how
did we do that?

M5. DAVISON: Correct. Let's start with
t hat .

MR. SECRI ST: We | ooked at what woul d be an
opportunity to identify the benefits of market pricing
for these custoners over five nmegawatts and felt that
by | ooking at three separate options and then averaging
them we were availing ourselves of the best possible
opportunity, the best market pricing for this type of
cust omer.

MS. DAVI SON: The sanme question for Tier 3,
how di d you derive that price?

MR. SECRIST: The Tier 3 was sinmply a
negotiated figure with the three custoners that are
al so present here.

MS. DAVI SON:. What is that rate currently?

MR, SECRIST: Of the top of nmy head, | don't
know. | would have to check that.



M5. DAVI SON: Can you give me a ballpark? Do
any of you have a ballpark figure of what Tier 3 rate
woul d be?

MR. MCINTOSH: | think it would be about 34
mills.

JUDGE MOSS: |'mgoing to have to ask the
Wi tnesses not to consult with counsel while they are on
the stand, please.

MS. DAVI SON:  We certainly heard from your
counsel today that PSE plans to file a general rate
case, | believe, on or around Novenmber 1; is that
correct?

MR, SECRI ST: W are nmking every effort to
file it on November 1st. WIIl we hit a date certain?
I'"'mnot prepared to commit to a date of Novenber 1st at
this point intine other than to say that is our
i ntent.

MS. DAVI SON: Let's say a new data center
customer cones to PSE between now and the concl usion of
the general rate case, will PSE attenpt to force this
custonmer onto a Schedule 45-1i ke special contract?

MR. SECRI ST: There are several levels to
that answer. |If a new Internet data center under your
guestion was to cone to Puget Sound Energy, they first
woul d first have to exceed that one negawatt criteria.



VWhat we would then do is indicate to themthat their
base | oad woul d be available to themat the rate
Schedul e 31 or 49-type criteria. They would al so be
obligated to pay for the new dedicated facilities.

We woul d al so indicate that we woul d nake
available to them a special contract should they w sh
to pursue the Tier 2 type of pricing. As a very
practical matter, however, we would see with few
exceptions a great deal of difficulty for a new
custoner to arrange for distribution facilities within
that one-year period. So we believe that whether it
was a new custoner or even an existing Rate Schedule 31
custoner, you would not have any that would have the
infrastructure available within that one-year period
presently that would exceed that five negawatt
criteria.

MS. DAVISON. | think | got a little lost on
that. |If | understood your answer correctly, | believe
that you said that -- let's just break this into
parts -- if a new data center customer canme to PSE

requesting service and that custoner's | oad was
anticipated to be between one and five negawatts, you
woul d of fer that custonmer Schedule 31 or 49; is that
correct?

MR, SECRIST: |f a new custoner cane to us



and projected that their |oad would be between one and
five nmegawatts, there is still the question at which
point in time wuld they even exceed that one negawatt
criteria. So when | speak in terms of base load, |I'm
tal king about the initial criteria where they may not
even neet the sort of criteria we are tal king about, at
| east in the proposed tariff filing.

If they were to exceed that one negawatt
criteria, that's when we would certainly offer to them
t he special contract. There renmmins the question
whet her or not there would be any that woul d do that
over the course of the next year

MS. DAVISON. Let nme try this again. 1'm
starting to think I'"'msuffering fromlack of coffee
this afternoon. Under my question, my hypothetical is
that -- let ne just nail it down and give you a
megawatt. M hypothetical custoner cones to PSE
Their | oad would be two nmegawatts. WII you offer that
customer service under Schedule 31 or 497

MR. SECRI ST: That's not a question | can
answer yes or no. It depends. When are they going to
have a two-negawatt | oad and what is the nature of that
two- negawatt | oad? And maybe |' m m sunderstandi ng
because it's not clear to me under your hypothetica
the circunstances that are invol ved.



MS. DAVI SON:  Under ny hypothetical, the
custoner imedi ately has, as soon as they get service,
they will have a two negawatt | oad, and under those
circunstances, will you offer that custonmer Schedule 31
or 49 service?

MR, SECRI ST: And ny answer is still -- under
your hypothetical, if | may just get the clarification,
are they going to have the two-nmegawatt | oad, for
i nstance, in Decenber of 2001? That's where |I'm not
under st andi ng you, Ms. Davi son

MS. DAVI SON:  Let's assune they would have a
two- megawatt | oad December 2001

MR, SECRIST: And if they had a two-negawatt
| oad in Decenmber 2001 and otherwi se net all of the
criteria that we have identified in the specia
contracts, then we woul d nake avail able to thema
speci al contract.

MS. DAVISON: | certainly understand that
conponent of your answer, M. Secrist, but ny question
is, in addition to making available to themthe specia
contract and being able to choose that, will you offer
t hem Schedul e 31 or Schedule 49 rates?

MR, SECRIST: |If they are requesting a Rate
Schedul e 31 | oad and they do not nmeet the criteria that
we believe defines this new class, the answer is yes.
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If they did neet the criteria for the new class, then
we woul d offer them a special contract that would have
pricing at Schedule 31 or 49.

MS. DAVISON. |'mback to ny hypothetical --

JUDGE MOSS: Let's speak directly to this,

M. Secrist. Ms. Davison is asking you whether 31 or
49 woul d be available to the custonmer under her

hypot heti cal or whether only the special contract would
be avail abl e under her hypothetical. |It's just one way
or the other. It either is or isn't.

MR. SECRIST: If it's the high intensity |oad
type of customer, no, we don't believe it would if it
exceed that one-nmegawatt | oad criteria.

JUDGE MOSS: Let nme try again. |If the
custoner that comes to you in Decenber of 2001 neets
the criteria that these custoners under these specia
contracts nust neet today, is the special contract
option the only option that PSE woul d make available to
t hat customer?

MR. SECRI ST: Yes, that's correct.

CHAl RMOVAN SHOWALTER: I n that case, | want
to hear what criteria are you tal king about. Name ne
specifically on the record now what are the criteria
that woul d cause you to say only a special contract is
avai |l abl e?



MR. SECRI ST: That would be the exceedance of
t he one negawatt for the [oad and the 85 percent |oad
factor, and -- excuse ne. It is 80. | stand
corrected. And then the inproved infrastructure
requirenent. This would be the redundancy and feed,
extraordi nary backup | oad of criteria that the custoner
woul d request that M. Henry, who is here with ne,
could provide to you in nore detail of what exactly
that entails.

CHAI RMOVAN SHOWALTER:  |I'm sorry to interrupt
you, Ms. Davison, but it seenms to ne that -- under the
hypot hetical we are tal ki ng about, are the specia
contracts in place or is a tariff in place?

MR, SECRI ST: W are requesting a specia
contract.

CHAl RMOMAN SHOWALTER: Then it seenms to me
that these special contracts aren't a special contract.
You' ve just defined a tariff, because you are saying
that there is a custonmer who does not want a specia
contract, and you are saying that it's going to be your
policy that this person has to go get a specia
contract. That seens to ne to define a class of
customers that is like a tariff.

That brings us to the second question that we
really haven't gotten to this afternoon which is



whether it is appropriate and whether this comm ssion
shoul d approve any tariff that mandates an unw lling
custoner onto market rates. W have not done that, and
as | see the special contracts, it is a way to avoid
that question, and if you are saying that you believe
that our approval of three special contracts is
tantamount to giving you license to refuse to serve

under a tariff and require an unwilling custoner --
these three custoners are willing -- an unwilling
custoner to go onto a special contract, | think we are

not in a special contract situation

MR, SECRI ST: But that was the point | was
trying to clarify with Ms. Davi son, because we are
| ooking as a practical matter in saying there are no
current requests before us that could get to a two
megawatt type of load. W don't even anticipate that
over the course of the next year, we would have the
infrastructure available to provide a two-negawatt
| oad, which is why there is the very practical as wel
as contrasted with the theoretical

Under Ms. Davi son's hypothetical, there is
the hypothetical custonmer that is requesting a
two-nmegawatt |l oad and initiating service in Decenber of
2001, and for purposes of that hypothetical, that would
be our answer. There is also a very practical side



that would say there is no infrastructure under
construction right now that woul d be available w thin
the course of the period of tinme that the Conm ssion is
del i berating upon PSE's general rate case so that that
woul d be available in the interim So that's why I'm
saying it's not a sinple answer, and that's why we felt
we had a solution here that does get to the practica
realities of the type of | oad.

If a custoner was to cone to PSE today and
request infrastructure that would get themto a
two- negawatt | oad, with few exceptions, they would not
have that available within the tinme period that PSE
woul d both have filed an answer or sone decision on its
general rate case.

CHAl RMOVAN SHOWALTER: What tine period are
you assuning for the end of the rate case?

MR. SECRI ST: The end of the 2002.

JUDGE MOSS: Perhaps before we nobve on, we
may as well get an answer to one unanswered question
that was deferred to you earlier, the filing date, if
you have it.

MR, SECRI ST: Judge Moss, |'mhesitant to
give a date certain. The request was Novenber 1st, and
that is our effort. \When we get into a date certain
is it Novenmber 1st; is it Novenber 15th, it gives ne



butterflies only because we have peopl e going around
the clock trying to develop this. |It's our effort to
file this as soon as we are able to conplete the
filing. W believe that that should be ready around
the first of Novenber. There are certainly
circunmstances that arise in the final review of a
filing of this magnitude that nmay delay that a few
days, a few weeks, but in any event, we are certainly
proceeding to have that filed as soon as we possibly
can.

COW SSI ONER HEMSTAD: Is it a certainty that
the Conpany will file a rate case?

MR. SECRI ST: Yes, Conmi ssioner Henmstad, it
is.

JUDGE MOSS: Ms. Davison, back to you, and we
all apologize for the interruption.

MS. DAVISON: | very nuch appreciate your
help. M. Secrist, is it your testinony today that
there is no one located in PSE service territory that
currently has the ability to bring on new | oad at, say,
one-negawatt | evel w thout the construction of
facilities?

MR. SECRIST: | would have to defer that
answer for verification to M. Henry to nmy right.

MS. DAVISON. M. Henry, could you answer
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t hat question?

MR. HENRY: Could you repeat the question?

MS. DAVISON. Is it PSE's view that there is
currently no custoner within your service territory
that has facilities that are constructed, in place,
that could request service at a one-negawatt | oad
| evel ?

MR. HENRY: Are you asking that about new
custoners or existing customers or both?

M5. DAVI SON: Let ne break it down into
parts. What I'mtrying to discernis -- we just heard
from M. Secrist that new customers from one-negawatt
| oad or higher are going to be forced to sign a
Schedul e 45-1i ke special contract, but his caveat to
that is, Well, don't worry about this because there are
no facilities in place for that type of custoner to
come into your systemcurrently, and nmy question to
you, is that assunption correct? Are you aware of
ci rcunst ances where a new customer could cone to you --
per haps they've purchased an existing building.

Per haps they have a vacant building -- where they could
request service at a one-nmegawatt |evel without the
construction of major facilities?

MR, HENRY: That possibility always exists.
There is a possibility that sonmebody could purchase a



substati on and purchase a piece of property that is
adj acent to a substation that does not have a
significant amount of load on it and could build a
buil ding, could put the infrastructure in, and could
actually have | oad nore than one negawatt.

The practicality of that is to build a
buil ding today and get it up to speed to where it would
actually use nore than one negawatt in a year's tinme is
fairly unlikely. | don't know of any custoners on our
system today that neet the criteria that Steve has
spell ed out that are not on our systemtoday, such as
the three that are party here today that are projecting
nore than one negawatt in a year. |If it doesn't start
today, and there are no other custoners even today that
are to the point where we are tal king about providing
service to them

MS. DAVI SON: Have you received requests from
data custonmers in the past for service under either
Schedul e 31 or 497

MR. HENRY: Yes.

MS. DAVI SON: What was your response to that?

MR, HENRY: | think that's a question
because of the rate nature of it, that Steve would need
to answer.

JUDGE MOSS: Let nme just ask all of the



W tnesses, it is inmportant to use surnames so we have a
clear record of the references to Steve being
M. Secrist.

MR, SECRI ST: Just to clarify, M. Davison,
the question was, are there custoners that are out
there that are Internet data center |oads that have
requested service under Rate Schedule 31 or 49 in the
past. The answer is yes.

MS. DAVI SON:  And then the foll owup question
to that is what was your response to those custoners?
Did you offer them service under Schedule 31 or 49?

MR. SECRI ST: There are a nunber of answers
to that, the circunstances including custoners that are
here at the table with PSE now as well as different
type of Internet data centers. Do you want nme to break
that down into nore detail?

MS. DAVI SON:  Have you permitted any |nternet
data center customer who has requested new service from
you to take service under Schedule 31 or 49?

MR. SECRI ST: There are Internet data center
intranet within certain conpanies, certain existing
conpani es, that are taking service under Rate Schedul e
31 or 49; the answer is yes.

MS. DAVI SON. Have there been any new
Internet data center | oads who have requested service,
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say, in the last 12 nonths that you have allowed to
t ake service under Schedule 31 or 49?

MR. SECRI ST: The answer to that is no.

MS. DAVI SON:  What has been your response to
those custoners as to what is the applicable tariff?

MR, SECRI ST: The only custoners that have
been prepared to take service are the three custoners
that are at the witness table with PSE today. They
initially took service under Rate Schedul e 48, and we
are now requesting the special contract alternative.

MS. DAVI SON: Let's take a concrete exanple.
Has Kent, Washington, LLC, requested rate service from
PSE?

MR. SECRI ST: Yes, it has.

MS. DAVI SON: Did they request service under
31 or 497

MR. SECRI ST: They requested service under 31
but were not available or ready to take service at the
time they nmade their request.

M5. DAVISON: Did PSE all ow Kent, Washi ngton
LLC to take service under 317

MR, SECRI ST: Again, they were not ready to
t ake service under Rate Schedul e 31.

MS. DAVI SON: But at the point they are ready
to take service, would you allow themto take service



under 317

MR. SECRI ST: That woul d depend upon the type
of service they are requesting, but it's our
under standi ng that there has been sone discussion as to
whet her or not the Kent, Washington, LLC devel opnent
firmis looking at an Internet data center type
custoner or an office building. So what we have told
themis we would need to get clarification on the type
of load, and to date, we have not received any firm
criteria regarding the type of load, at least that |I'm
aware of, and M. Henry may have sone different
know edge on that. |If so, |I'mnot aware.

MS. DAVISON. To get to the bottomline,
M. Secrist, isn't it correct that when Kent,
Washi ngton, LLC requested electric service for data
center |oad, you told Kent, Washington, LLC that they
could not be served under Schedule 31 and 49?

MR. SECRI ST: We told Kent, Washington, LLC
that if they were prepared to take service at that
time, which they were not, and if their |oad net the
outline that they were proposing, which | believe was
in excess of five to ten nmegawatts, as | recall
that -- you are shaking your head. | don't recall, and
M. Henry may have nore information, but we had told
themat that point in tinme that given the profile and



nature of service, we did not believe they were a Rate
Schedul e 31 type of custoner.

MS. DAVI SON:  \What rate schedule type of
custoner did you tell themthey were?

MR, SECRIST: At the tinme they nmmde the
request, again, they were not ready to take their

service. At that point in time, | know that we had
di scussions with themregarding the filing that we nade
on, | believe it was April 16th of this year for the

proposed Rate Schedul e 45, but they were not ready to
take service even under that. So we talked to them
about the solution and said if this was approved, that
woul d be an alternative, but we don't believe the
nature of this |oad would be a Rate Schedul e 31

CHAl RWOVAN SHOWALTER: Coul d | just ask for
clarification of your |ast answer? Wat | thought |
heard you say is you told Kent, LLC that because of
their |oad, they were not eligible for Schedule 31; is
that correct?

MR, SECRIST: If that's what | said, | would
modi fy that just a little bit. W said that the
profile they presented to us was not reflective of what
we felt was appropriate for Rate Schedul e 31, but that
we al so know they weren't able to give us any firm
schedul e regarding their load. They were only able to



gi ve us sonme very general nunbers, so we had an ongoi ng
request that we have to know what the specific load is
going to be, and that question, to ny know edge, has
never been answer ed.

CHAl RAOMAN SHOWALTER: What are the | oad
restrictions for Schedule 317

MR. SECRIST: The load restrictions in termns
of m ni mum or maxi mun?

CHAI R\OMAN SHOWALTER:  What | oad
characteristics disqualify a custonmer for Schedule 31?

MR, SECRIST: We felt that when we | ooked at
the Kent, Washington, the nature of their request, the
hei ght ened | evel of reliability that they were
requesting, the infrastructure that they were | ooking
at in conjunction with their load factor and the anpunt
of the |oad was different than the nature of service
that was ever intended for Rate Schedule 31

JUDGE MOSS: Do either you or M. Henry have
a copy of Rate Schedule 31 with you?

MR. SECRIST: | do not.

MR. HENRY: | do not.

JUDGE MOSS: M. G bson, are you indicating
you have a copy?

MR. G BSON: Yes, | think I do.

JUDGE MOSS: I f you could furnish that to the
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Bench, | would appreciate it.

CHAl RMOVAN SHOWALTER: Is it your testinony,
M. Secrist, that sonme existing custoners fall under no
existing tariff?

MR. SECRI ST: No.

CHAl RMOMAN SHOWALTER: Does that nean it
your testinony that every existing custoner nust fal
under some existing tariff?

MR. SECRI ST: Every existing PSE customer
does fall under a tariff. W were anticipating, and
t he Kent, Washington |oad was one that was coming to us
substantially earlier in the year, that this was a new
type of service. Therefore, we were working towards
the devel opnent of a Rate Schedul e 45 because we were
concerned that as we viewed the intent of Rate Schedul e
31, the type of service requested by this prospective
devel opnent conpany was going to be different than what
was avail abl e under Rate Schedul e 31

CHAl RAOMAN SHOWALTER: But Schedule 45 isn't
atariff yet, so I'mback to that question. | asked
you two questions, and they are the | ogica
counterparts of one another. One is that every
custoner today falls under sonme existing tariff. The
other is that sone custoners today fall under no
tariff, no existing tariff, and I want to know what

s
I
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your view is.

MR. SECRI ST: There are no customers today
that fall outside of PSE's tariffs.

CHAl RAOMAN SHOWALTER: There is no Schedul e
45 approved yet, so the question is, with either the
speci fic exanple you were asked or any other, but let's
take the specific one, if a custoner doesn't fall under
Schedul e 31, where do they fall, or at |east where
woul d Kent fall?

MR. SECRI ST: There presently is no customer
that falls within that category, so |I'mstruggling with
t he hypot hetical because | don't understand the
hypothetical. The situation with Kent, Washington, LLC
is a custoner that was not able to take service and
still is unable to take service, so we are dealing with
t he hypothetical there.

| take it to the practical, are there any
custoners presently of PSE that do not have a tariff
avail able to serve them no. |Is there a concern that
there m ght be; yes, and that is why we are trying to
provi de the solution and have been for sone tine.

CHAl RAMOMAN SHOWALTER: Let's take new
custoners who don't exist yet but who conme to you.

I'"l'l have ask the same question. |f you have a new
custoner who is requesting service, is it your



testimony that there is such a thing as a new customer
where no tariff applies?

MR, SECRI ST: The nature of that question is
such that | could envision -- | guess | need sonme help
with the question because |'mnot sure if it's the
open-ended, is there hypothetically a circunstance
where a custoner could come to PSE and not have
service. | understand Puget Sound Energy's obligation
to serve.

CHAI RMOVAN SHOWALTER: The question woul d be
do our current tariffs in effect cover the universe
that you can imagi ne? That is, does our current set of
tariffs | eave unanswered sone situation that you could
nane.

MR, SECRI ST: The answer to that is yes, we
believe it does, and we believe the circunmstance that
we outlined in PSE's proposed tariff filing is such a
si tuation.

CHAl RAOMAN SHOWALTER: What situation is
that? What are the elenents of a custoner that don't
fit under one or current existing tariffs?

MR. SECRI ST: That is a customer that
requests a high load factor in excess of 80 percent
that acconpanies with it a request for a hei ghtened
level of reliability and also a |oad | evel such that



PSE is required to undertake significant infrastructure
in order to provide service to that custoner, and the
nature of their request is potentially so significant
that it could potentially increase costs to simlarly
situated custoners were they to receive service under
schedul es that were never intended for this type of
cust omer.

CHAI RWOVAN SHOWALTER: So your testinony is
t hat customer that you have outlined is not eligible
under Schedul e 31?

MR, SECRI ST: That's correct. W don't
believe it neets the intent or historical design of
Rat e Schedul e 31.

CHAl RMOVAN SHOWALTER: | guess what | nean,
the terms of Schedule 31, not the intent but the terns
of Schedul e 31.

MR, SECRIST: | would not be able to point to
any specific terms in Rate Schedul e 31 that
specifically exclude, for instance, put a ceiling on
the requested service, so the question is can | point
to a sentence in Rate Schedule 31 that would prohibit
this. | can't do. Wat |I'mpointing to is the
underlying intent and the background on Rate Schedul e
31.

CHAl RAOMAN SHOWALTER:  The reason | think



this is relevant to this proceeding, which is about
three special contracts of three Rate Schedul e 48
custoners, is that it seens to bear on how Puget would
treat a new custoner comng to it with sone of these
characteristics, and a tariff would at |east set those
characteristics out but would require us to nmake a very
significant policy judgment that unwilling customers
nmeeting those characteristics would be subject to the
Schedul e 45, but it seens to me that approving specia
contracts should not have that effect, but yet as |
hear you giving us answers, you seemto be saying that
you woul d not place such a customer on any tariff.

MR, SECRIST: But that is where we go from
the hypothetical to the practical, and the practical is
that we will be able to devel op a pernmanent sol ution as
part of the general rate case that |ooks at a nunber of
factors, including potential inmpacts of serving this
type of customers to other customers and present a
per manent sol ution that we woul d hope the Conm ssion
woul d adopt in sone form and the benefit of the tine
we have right nowis that as PSE is on the doorstep of
maki ng such a filing, there are no custoners that
either are talking to Puget Sound Energy or that we are
aware of that were they to request this type of |oad
woul d even have the infrastructure available to serve



them prior to what we anticipate would be the
concl usion of PSE's general rate case the end of
cal endar year 2002.

CHAl R\MOVAN SHOWALTER: And that's why that
date is so inportant is because two years is quite a
bit different than one year

MR. SECRIST: That's correct. At the tinme
there was di scussion about the two years, this was an
i ssue that was discussed with PSE and the three
customers that are in the proceeding roomright now,
and at that point in time, PSE was nmuch earlier on in
t he devel opnent and consideration of filing a genera
rate case.

The custoners and PSE had di scussi ons about
the hypothetical of, Well, PSE is tal king about a
general rate case. What if they don't file one. And
there was a request nade of us to put an outside date
on that, so there is no nore significance to that
out side date than it was one that the custoners and PSE
agreed, if there was no general rate case, this should
term nate, this should force a permanent solution. So
whet her the date was 24 nonths or the end of 2002 or
the end of PSE' s next general rate case. Puget Sound
Energy is indifferent to that because we didn't view
there was anythi ng magi cal about the 24-nonth period.



CHAl RAOMAN SHOWALTER: | did want to you ask
the question that | asked of your counsel earlier. |If
we conditioned our approval of these special contracts
on your filing the general rate case by, say, Novenber
15th, do you have an objection?

MR. SECRIST: | woul d have concerns about
Novenber 15th only because we are in the process of
drafting prefile testinony. W have every effort,
every intention of trying to make this filing by
Novenber 1st, but | also know that in the course of
reviewing a filing of this magnitude, there may be new
i ssues that delay this, and | would hate to condition
something on a tine frame that is so tight that it
woul d seemto potentially put an unfair burden on Puget
Sound Energy trying to get this general rate case
filed.

I can say on the record that Puget Sound
Energy is filing a general rate case. W are noving as
qui ckly as we can to conplete that filing. W are
targeting the 1st of Novenber. | don't know if we will
meke the 1st of Novenber, and that's what gives ne
concern about the conditioning upon the filing of
Noverber 15t h.

I think that if we said by the end of the
year, that would be a safe outside harbor, and |'m not



intending to inply anything by that other than to say
this is a very large case. It is the first genera
rate case that PSE will have filed as a conbi ned
utility, and there is quite a bit of investigation and
work that is being undertaken by a nunber of Puget
Sound Energy enpl oyees right now trying to pull this

t oget her.

COW SSI ONER HEMSTAD:  First to clarify a
guestion just so | understand, who is Kent, Washi ngton
LLC?

MR. SECRI ST: Kent, Washington, LLCis a rea
estat e devel opnent conpany that first approached Puget
Sound Energy in discussions about some prospective
clients it had approxi mtely 15 nonths ago and asked
Puget Sound Energy to undertake sone planning and
construction for that type of a custoner.

COW SSI ONER HEMSTAD: | suppose that if they
are begging the question of who is eligible for
Schedul e 31, if there is some custoner out there that
does not neet any existing tariff, then the answer is
either file a newtariff or enter into a specia
contract.

MR. SECRIST: That is correct.

JUDGE MOSS: Ms. Davison, back to you.

MS. DAVI SON: One foll owup question,



M. Henry, is it correct that several nonths ago,
nysel f, Rene Kwan from Kent, Washington, LLC, yourself
and M. d ass, perhaps others, were on a tel ephone
conference in which Kent, Washington, LLC, was
requesting service under Schedul es 31 and 49, and we
were inforned the only service we could take was under
Schedul e 45; "we," being Kent Washi ngton, LLC.

MR. HENRY: At that tinme, | believe -- the
first part of your question is yes, there was a
t el ephone conference, and we were still in what | would
call the prelimnary negotiation stages with Ms. Kwan
and yourself to determ ne a couple of things: Ws
there a viable customer? Was there a |oad, and what
were the costs going to be for building the
infrastructure required for a data center on the
property in Kent.

We at that tine indicated that we were in the
process of filing Schedule 45; that this custoner, or
Ms. Kwan's customer, would qualify for Schedule 45 if
that was approved, but we would also avail to Kent LLC
at that tinme anything that was any kind of contract or
any kind of requirenments or any kind of settlenent that
came up with the three telecons that we were
negotiating wth.

Also at that time, Ms. Kwan indicated that --



she asked many questions, and she indicated that it
woul d be doubtful that she would have five negawatts in
the period of time that we were looking at. It was

al so doubtful that she was willing to pay the
infrastructure costs, and she asked the question, could
V\B--

MS. DAVISON. M. Henry, |I'mnot asking you
so recount the whole conversation. | was sinply asking
the question of whether you recall a conversation in
whi ch Kent, Washington, LLC requested service on behalf
of the data center tenant, and the response that Kent,
Washi ngton, LLC received fromyou and from your |ega
counsel, M. Gdass, that the only tariff that would be
available for themto take service under was Schedul e
45; is that correct?

MR, HENRY: | can't answer that specifically.
There was no Tariff 45 at that point in tinme. | don't
know that we could require themto take it under
Schedule 45. It would have to be taken under sone

other method, and I think M. G ass or M. Secrist

woul d probably have to answer how they would do that.
MS. DAVISON. M. Henry, you don't recal

M. Gdass and | having quite a lively debate in which

argued to M. dass that you cannot force a custoner

onto a tariff that has not yet been approved?



MR. HENRY: | definitely renmenber the lively
argunent that we all had, in fact, but again, | think
the answer is the sane. At that tine, there was no
vi abl e customer.

MS. DAVI SON. But M. Henry, do you recal
Ms. Kwan explaining to you that she cannot rent her
building to a data center tenant because she has been
unabl e to secure a conmitnent from PSE to provide
service under a particular rate schedule and that she
expl ai ned to you that she cannot get a comritnent in
terms of a long-termlease wi thout a correspondi ng
commitnment from PSE that they would provide the
el ectric service under a specific identified rate
schedul e?

MR, HENRY: | renenber discussions al ong
those lines, not quite with the specificness that you
i ndi cate.

MS. DAVI SON:  Thank you.

CHAl RMOMAN SHOWALTER: | have fol | ow up
guestions on the same topic, but M. Secrist, can you
turn to Puget's coments? It's Tab 3 of what we have
recei ved today or yesterday, the comments in support of
the special contracts. Wuld you turn to Page 5? This
seens to be what Puget has agreed to do in the case of
new custoners with sinlar type |oads as the specia



contracts customers, however that m ght be defined; is
that correct?

MR, SECRI ST: My | have just a nmonent to
refresh myself on the content? Yes, that's correct.

CHAl RAOMAN SHOWALTER:  When | read this,
which adnmittedly was a couple of hours ago having just
received this, | took this to nean that if we approve
the three contracts, if somebody el se conmes al ong and
they' ve got to pay for their facilities, but they wll
be on Schedule 31 or 49, and then they are free to
argue in the rate case about where they should end up
ultimately, but is that a correct reading or not?

MR. SECRIST: | think | believe it is, and
that's what | was tal king about earlier where | was
tal ki ng about this base load, and if you | ook at item
No. 2 under heading No. 4 on Page 5, it says PSE will
serve a base level of electric power, and what we were
tal king about there is there would be sone ninimum | oad
under the hypotheticals that we di scussed as part of
our discussions and that if the custonmers had any
concerns about having service for that base | oad that
we woul d provide that under rate Schedule 31 or 49 as
t hey requested.

Then at such point in tinme as they were ready
to be fully operational, if you will, as an Internet
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data center, and they were exceeding and getting into
the type of criteria that we tal ked about in the
applicability section of the tariff, then they woul d
junmp into the scope of item No. 3 on that page where
PSE woul d meke available to them the special contract
if that was an issue during the course of this next
year period of tinme, and if it was and the custoner did
not want that, they would be free to agree or disagree,
as the case maybe, regarding the rate that would apply
to their |oad

CHAl RAOMAN SHOWALTER: Maybe | don't
understand the term "base | evel” and naybe it's not
defined here, but pending the rate case, soneone cones
al ong and says, |I'man Internet data service provider
and |'mgoing to pay for ny dedicated facilities, and
don't know how long it would take them but assuning
that they are up and running before the end of our rate
case, assuming that, are they on Schedule 31 or 49?

MR. SECRI ST: Just by way of clarification,
they are up and running, it would help ne if we had as
part of this hypothetical sone | oad, because we are
tal king about, | assunme, an Internet data center type
custoner that would have this higher |oad factor
hei ghtened | evel of reliability as we have discussed
it, and a |load that woul d exceed the one negawatt. |Is



that the intent of your --

CHAl RMOMAN SHOWALTER: Take that exanple.
VWhere is that custoner? What schedul e and what rates
is that custoner paying pending the outcone of our rate
case?

MR, SECRIST: |f that customer was ready to
take service and if that infrastructure was built, that
woul d be the issue where we woul d then provide a
speci al contract --

CHAl RAOMAN SHOWALTER: What if they don't
want a special contract?

MR, SECRIST: In that situation, we would be
potentially back here under this hypothetical | ooking
for a solution, but that's where we would go back to
the practical that that realistically would not happen
over the course of the next now and 13 or 14 nonths.

CHAIl RMOMAN SHOWALTER: As | take it, |'ve
msread this. | read it to nean that new people would
be on 31 or 49 pending the outcone of this rate case,
and that's not your reading?

MR, SECRI ST: Using your hypothetical, |
believe your reading is incorrect. As a practica
matter, they would be on Rate Schedul e 31, because the
infrastructure facilities that you see in item No. 2 on
this page would not be built within that time frane.



Hence, as a practical matter, they would be on rate
Schedul e 31 or 49.

CHAl RMOVAN SHOWALTER: | would like to ask
Ms. Davi son what her reading of this -- this is kind of
in the formof agreenent, not exactly. |ICNU has

written us a letter and Puget has lifted parts of it,
but on this part of it, what was your understanding
about what this says?

MS. DAVI SON:  Chai rwonan Showal ter, ny
under st andi ng of the, quote, deal that we struck with
PSE is precisely the way that you are reading this. W
agreed to not cone in and chall enge these specia
contracts today if PSE did two things: The first thing
is that they withdrew Schedul e 45, and that's assunmi ng
speci al contracts are approved. The second thing is
that in the case of a Kent, Washi ngton, LLC who
currently has a building, that currently has the
ability to get some load into that building, that they
woul d be able to take service under Schedule 31 or 49.

That was my understandi ng of our arrangement
and that in the neantine PSE would file a rate case,
they may or may not elect to file a Schedule 45 as part
of that rate case, our issues would be preserved and we
would fight it out in the rate case.

MR, SECRIST: If | may interject here, as a



practical matter, | don't believe we have any

di sagreement. | think where the issue has gotten
muddied is we've dealt with the hypotheticals, and
that's where | think the circunstances change, because
if we were going to assune a load that is going to be
what we are characterizing, and we've described | oosely
here as the Internet data center type load, that is

a different situation. The practicality is that won't
present itself within this time frame that we are

tal ki ng about here.

CHAl RAOMAN SHOWALTER:  You believe it won't,
but we have to deal with the words on paper, and we
really don't know what will develop in the next year.
You m ght predict that you wouldn't get one of these
custoners, but there is no way to predict, so we do
have to know what we are approving or at |east what the
behavi or of the parties will be if we do approve.

MR. SECRI ST: W have with me today
M. Henry, who would be person who was responsible for
buil ding that infrastructure, and | believe what he has
said is that, in fact, it would not be built within
that time franme but with very limted exceptions.

CHAl RMOVAN SHOMALTER: M. Henry, | have a
guestion. |s Puget and only Puget the one who builds
dedi cated facilities, or can a custonmer say, |'ll pay



myself. [I'min a hurry. | want to get these
facilities built, and they will be built to your
speci fications. How does it work?

MR, HENRY: There is a portion of the system
that only we build. For instance, if it was an
extension to the transmssion line, if it's on public
right-of-way, if it was distribution |lines that were on
public right-of-way, we would build that.

Customers are entitled and do build a
substation on their own property, and we at tinmes wll
build that for them and charge themfor that. They at
times will build that thenselves, and we then would
provi de everything up to the transforner. The
transfornmer would be theirs, but the switches generally
are ours because it's part of the transm ssion or the
hi gh-vol tage distribution system either way, and it's
parts of what we would use to nake sure that we can
isolate themif they had a problem so we would retain
owner ship of that.

CHAl RAOMAN SHOWALTER: Are these practices
consistent with the practices of Schedule 31 custoners
and Schedul e 49 customers?

MR. HENRY: It is consistent with al
custoners, all classes, even special contracts within
our system



JUDGE MOSS: Ms. Davison, do you have much
nor e?

MS. DAVI SON:  Your Honor, | apol ogize. G ven
the answers that | have heard today, | do have severa
nore questi ons.

JUDGE MOSS: What would you anticipate in
terms of time?

MS. DAVI SON: |'m hopi ng maybe 15 or 20
m nut es.

JUDGE MOSS: Why don't we push ahead.

MS. DAVISON. | would like to ask -- | hope |
have these nanes witten down correctly. Perhaps
starting with M. Parker, | would like to ask you
whet her you are aware of whether Qwmest ever requested
from PSE service for your data center under Schedul es
26, 31, or 497

MR. PARKER: | was not involved in those
particul ar negotiations so |I've only heard
wor d- of - nout h-type information fromthe construction
manager, and the nessage that | received was that
Schedul e 48 was what we were offered.

MS. DAVI SON:  And you were deni ed service
under those other three rate schedules; is that what
you' ve heard?

MR. PARKER: | can't comment on that. All



can coment is we were offered service under 48.
don't know if we necessarily at that point in tinme
requested it. There were other options.

MS. DAVI SON: Have you since being on 48 and
in the process of working out this Schedule 45
settl enent, do you know whether or not you've requested
service on any of these existing tariffs?

MR. PARKER: | believe as a result of the
settlenent -- I'mnot sure what the nane of the
settlenent is, but once we knew we were going to need
to go away from 48 that yes, we did request to be
pl aced on 31.

MS. DAVI SON:.  What was PSE' s response to
that; do you know?

MR, PARKER: | believe, if | renenbering
correctly, that their response was that 31 was not the
correct rate and that we needed to be placed on their
proposed Schedul e 45.

M5. DAVI SON:  Thank you. M. Hunter, | would
ask you the same questions. Are you aware of whether
or not AT&T Wreless requested service ever for your
data center under Schedul es 26, 31 or 497

MR. HUNTER: Yes. We were originally
of fered service under Schedule 31, as | understand it
from out construction folks. That was retracted. W



were informed we would be under Schedule 48. W were
under an extreme tinme crunch, so we basically agreed
to, under duress, to go to that schedule. W have
since agai nst as part of the settlenent process worked
that issue out and have agreed to the Schedul e 45
filing subject to approval of the Conmi ssion or the
speci al contracts' subject to approval.

MS. DAVISON. M. Trunm are you aware of
whet her or not Worl dCom requested service under
Schedul es 26, 31, and 49?

MR TRUM No, | amnot aware of it.

MS. DAVI SON:  Thank you. | would like to
nove on to sone other areas. M. Secrist, were you
i nvolved in these settlement negotiations that produced
the special contracts that we are discussing here
t oday?

MR, SECRIST: | was for a short period of
time, but |I believe M. Henry was involved with them
for the longest period of time that they were under
way.

MS. DAVISON: I'Ill direct nmy questions to
M. Henry then. M. Henry, what custoners were
involved in the settlenment negotiations that produced
these special contracts and also what's call ed
stipul ated Schedul e 45?



MR. HENRY: WorldCom AT&T Wreless, and
Qunest .

MS. DAVI SON: Were there any other custoners
i nvol ved?

MR. HENRY: There were no other custoners
i nvol ved.

MS. DAVISON: Was Staff involved in those

negoti ati ons?

MR. HENRY: Yes. M. Hank Ml ntosh was
i nvol ved in many of the meetings.

MS. DAVI SON:  Coul d you describe Staff's
| evel of involvenent, or perhaps, M. Mlntosh, could
you describe the | evel of involvenment?

JUDGE MOSS: Let's put the question to
M. Mlntosh. That would be nore direct.

MR, MCINTOSH: MW level of involvenent was
initially to propose suggested nodes that these two
differing interests could find sonething in conmmon and
to drop sone hints about possible lines of argument and
then later as a referee when parties felt that a
referee would be useful. | wasn't an anal yst for
either party.

MS. DAVI SON. Thank you. M. Secrist, isn't
it correct that PSE has projected at one tinme 750
megawatts of new data load in the current filing, 670



megawatts of new |l oad related to Internet data centers;
is that correct?

MR, SECRI ST: There have been a | arge range,
a large swing, large volatility in the nature of the
request. At one tine, | believe it was 750 negawatts.
I''m not aware of where that is now M. Henry would
have that information.

MS. DAVISON. M. Henry, what is PSE s
current projection of new |oad related to Internet data
centers?

MR. HENRY: Let me answer this maybe too
I ong, but there were originally 26 custoners that asked
for service that we felt would fit into this category.
Of those 26, | think there were 13 that we actually put
together contracts and started to devel op costs for
infrastructure. O those 13, there were three -- the
three that are here -- that have actually conpleted
enough infrastructure where they could at |east get
connected, and while that is inportant because they
will also need additional infrastructure in order to
get to the level of |oads that they project.

There are a couple of other custoners, up to
four other custoners, that are still -- they have not
given us a notice that they are no |onger interested.
Kent LLC is one of those. Kent LLC is |looking at 25



megawatts. Qwest is |ooking at 20 negawatts. AT&T is
| ooki ng at 10 nmegawatts. d obal Gateway is |ooking at
25 megawatts. MClI is |ooking at about 16 nmegawatts.
And we are | ooking at around 90 negawatts potentia

t hat we know about for sure. There are sone others in
there that are also, a couple of others that | didn't
mention that are also | ooking at probably another 10 to
30 nmegawatts.

Al'l of the ones that have since backed out
have said they are still interested. The market has
col |l apsed -- their words, not mne -- and that as soon
as the market rebounds, they are going to be back to us
so ask for data centers, and your guess is as good as
m ne on how viable that is.

All of the three existing data centers are
the only ones we have accurate information on. The
ranp-up for themis significantly |onger than they had
initially projected. They are all at the one to two
megawatt range right now, and they have had sone nonths
they are over 80 percent and sone nonths that they al
appear to be somewhat in the ranp-up stage, and none of
them are projecting significant load in the next two to
three years.

MS. DAVI SON:  Thank you. M. Secrist, do you
have any evi dence today that these three custoners have



conpetitive alternatives available to them and | nean
bu that alternatives other than taking service from
PSE?

MR, SECRIST: |I'msorry. | don't understand
your question at all

MS. DAVISON. Let nme try it again. Let's
take Qunest. Does Qwmest have a conpetitive alternative,
and what | nean by "conpetitive alternative" is do they
have the ability to switch electric service providers
to take service fromanother facility other than PSE?

MR. SECRIST: The facility that is in our
service territory would certainly have the
infrastructure and the service provided by PSE, but |I'm
still not certain if that's your question.

MS. DAVI SON: Can Qwest bypass, have they
presented any kind of plan that they can bypass PSE' s
system and take service from another electric utility
servi ce provider?
SECRI ST:  No, not that |I'm aware of.
DAVI SON: How about AT&T Wrel ess?
SECRI ST:  No, not that |I'm aware of.
DAVI SON:  How about MCl?
SECRI ST:  No.
DAVI SON:  Wor | dConf?
SECRI ST:  No.

2PIDIDD



MS. DAVI SON:  Have they denpnstrated that
t hey have plans in place to provide their own
electricity?

MR. SECRIST: | don't know where the
di scussions are in terns of their generation ability,
their backup generation.

MS. DAVISON. |'mnot referring to backup
generation. I'mreferring to their ability to provide
electric service to neet their own needs.

MR. SECRI ST: |'m not aware of anything that
they have presented to PSE

MS. DAVISON: Ckay. | would like to ask each

of the three witnesses for the custonmers today the sane
guestions, maybe starting with you, M. Trumm Are you
aware of any ability of WrldComto bypass and take

el ectric service from another service provi der other

t han PSE?

MR. TRUM No, |I'm not aware of any.

MS. DAVI SON:  Are you aware of any plans
today that you have to generate your own electricity
for your center?

MR TRUM No, |'m not aware.

MS. DAVI SON. Sanme questions for you,

M. Parker.
MR. PARKER: The answer to both of the



00115

questions woul d be no, |I'mnot aware of any.

MS. DAVISON: M. Hunter?

MR, HUNTER: The answer to number one is yes,
we have the ability. The answer to nunber two is no.

MS. DAVI SON.  You have ability to bypass PSE?

MR. HUNTER: W are within about 500 feet of
t he Snohomi sh County line, so in our area if we had to,
we could bring a service line in fromthe north and
take service delivery in Snohom sh County's area. W
don't have plans to do that at this tinme.

MS. DAVI SON:  Thank you.

MS. DAVI SON: M. Secrist, has PSE presented
any evidence in this proceeding that it has bargai ned
effectively with custoners who have conpetitive
alternatives?

MR. SECRI ST: Excuse ne?

MS. DAVI SON:  Perhaps | could ask the
question this way. | believe that we just heard from
the three customers that they do not have conpetitive
alternatives; is that correct?

MR, SECRI ST: That's what | heard them say.

MS. DAVISON: | believe that what we've heard
today is that these customers have not entered into
these special contracts because of bargaining with PSE
to get nore conpetitive rates than are present on your
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exi sting rate schedule; isn't that correct.

MR. SECRI ST: | believe we have a proposed
settl enment solution here right now.

MS. DAVISON. Did you offer these custoners a
speci al contract as an incentive to keep themon PSE' s
syst enf?

MR. SECRI ST: That never entered into any of
the di scussions. They were existing on Schedul e 48,
and we had discussions as a result of the April 16th
filing, and we need to nove them of f Schedul e 48.

MS. DAVI SON: Do you have any anal ysis of
whet her or not the revenue that you would collect from

these three custoners will cover the cost of servicing
these custonmers?

MR, SECRIST: | don't know the answer to that
guesti on.

MS. DAVISON: |s there any evidence that you
are presenting here today that addresses that point?

MR. SECRI ST: There is nothing i ndependent
that we've filed as an exhibit today, no.

JUDGE MOSS: | want to make sure we have a
clear record. W do have PSE's comments that address
these very issues, and it's my intention to make them
an exhibit as part of our record today. | haven't done
that, and I don't want us to sinply think that's not



going to happen. |It's going to happen, and | assune
you are aware of that filing?

MS. DAVI SON:  Yes, Your Honor, but | wasn't
sure, given the sort of nature of that docunent, what
its status is in terns of evidence.

JUDGE MOSS: I'Il clarify that right now
The amended stipul ation of settlenent will be marked as
Exhibit No. 1. PSE s coments will be marked as
Exhibit No. 2. ICNU s coments will be narked as
Exhibit No. 3. |Is there any objection to the admn ssion

of these exhibits at marked? Hearing no objection
they will be admtted as marked. All right.

MS. DAVI SON. | have no further questions,
Your Honor.

CHAI RWOVAN SHOWALTER: | have anot her subj ect
which is confidentiality. These contracts that we have
have exhi bits that are stanped confidential, and
actually don't have in front of ne the confidentia

versions of -- yes, | do in another section. Qur rules
provide that we will nmake public essential ternms and
conditions of the contract or we will reject the

contract, so | want the parties to turn to Exhibit A of
their contracts. W probably need to go through this
and ask that -- these are confidential, so |I'm going
not going to provide the specific information, but the



question is, what is the reason any of this is
confidential, and we will begin with the address, the
location. |s that something that the parties assert
shoul d be confidential ?

MR, GLASS: One prelimnary point if | mght.
It's PSE's position that none of the information is
confidential for PSE s purposes, so it defers, of
course to the custoners thenselves as to the need for
confidentiality of any of these provisions.

MR. CAMERON: Perhaps this is an oversight,
but to ny know edge, the | abel "confidential" was not
the request of the custoners, certainly not with regard
to these data.

CHAl R\OMAN SHOWALTER: | had a hard tinme
seei ng what anybody would want to be confidential, but
in particular, the essential terns and conditions may
not be confidential or we will reject the contract.
That's what our rule says, and that is in order to be
consistent with statutory |law requiring ternms and
conditions of the tariff to be public.

JUDGE MOSS: And nmaybe we can work through
this very, very quickly in light of M. Caneron's
remark. Can you waive confidentiality as to Exhibit A
for AT&T Wrel ess?

MR, CROWELL: While there is a pause, | did



have a clarification question | would like to ask the
Conpany; if that's possible.

JUDGE MOSS: | will give you a chance in just
a mnute.

MR. CAMERON: | woul d assune that |abel was
on there out of an abundance of caution on the part of
Puget. | think the custonmers have no probl em of

wai ving confidentiality with regard to these data.

JUDGE MOSS: You are speaking with respect to
AT&T Wreless only? M. G bson, any problen?

MR. G BSON: On behalf of WorldCom there is
no problem

JUDGE MOSS: M. Sherr, on behalf of Qwest?

MR, SHERR: Qwest does not object to that
becom ng a nonconfidential exhibit.

JUDGE MOSS: That clarifies that point.

M. Crommel |, are you with me?
MR. CROWELL: | am
JUDGE MOSS: You have a question, | believe.
MR. CROWELL: | believe it was M. Secri st

who was responding to Ms. Davison's question about the
criteria or factors applied to custonmers or potential
custoners of the Conmpany, and one of those was an 80
percent |oad factor; is that correct?

MR. SECRIST: | believe | said that.



JUDGE MOSS: | just want to be clear, the
guestion was concerning the 80 percent |oad factor and
whet her that was one of the criteria.

MR. SECRIST: Yes, | believe | nentioned
t hat .

MR. CROWAELL: If | could ask, does that 80
percent | oad factor apply to conmputer load or air
conditioning | oad or both?

MR. SECRI ST: Just to total |load. W don't
differentiate between particul ar types of uses.

MR. CROWELL: So it is total |oad.

MR. SECRI ST: That's correct.

JUDGE MOSS: Thank you, M. Cromael .

MR. TROTTER: | would like to refer
M. Secrist to Page 5 of Puget's comments, and this
relates to the principles one, two, three on that page.
It's nmy understandi ng that these principles apply
during the transition period, which we agree is at
| east the pendency of the rate case?

MR. SECRI ST: That is correct.

MR. TROTTER: Item 3, new customers are free
to di sagree about rates that apply to that custoner's
| oad after its facilities are up and running. Do you
see that |anguage?

MR. SECRIST: Yes, | do.



MR, TROTTER: Do | understand it's Puget's
position that those customers will only be offered a
speci al contract of the type here at issue?

MR, SECRIST: |If they were to neet all the
other criteria, which | believe is your question, yes,
we woul d offer them a special contract.

MR, TROTTER: |f the custoner disagrees and
says they want to be served under Schedule 31, they can
bring that issue to the Comr ssion for resolution?

MR. SECRI ST: Under that hypothetical, that
is correct.

MR, TROTTER: |Is that what you understand
this "free to disagree," how that disagreenent would be
wor ked out potentially, at |east?

MR, SECRI ST: That was ny understandi ng, yes.

MR, TROTTER: In such a proceeding, is it
your understanding that the things the Conmm ssion could
do would be to require Puget to serve under Schedul e
317

MR. SECRI ST: That is nmy understandi ng; that
is correct.

MR. TROTTER: That's all | have

JUDGE MOSS: Thank you, M. Trotter. Do we
have anynore inquiry fromcounsel? Inquiry fromthe
Bench?



CHAl RAOMAN SHOWALTER:  We have had a | ot of
di scussi on about these criteria, and as we nentioned
earlier, if there is an actual tariff, the criteria are
laid out in the tariff itself who can take under that
tariff. |If we are approving special contracts, it
seens to ne that's all we are doing is approving
speci al contracts, so |I'mnot sure about the enphasis
on this criteria, but the question | have is if we say
in our order that what nakes these three custoners
distinctive and unique as a group is that they are
Schedul e 48 custoners whose service is about to expire.
That's what makes them special and eligible, in our
view, for these special contracts.

If that's the basis on which we approve the
speci al contracts, what is Puget's position as to
whet her the contracts -- is it the contracts we are
approving or a stipulation we are approvi ng, or maybe
to be nore specific, if we do not approve the
settl enment agreenent that entails a |lot of discussion
about criteria, but we do approve the three specia
contracts on the grounds that these are special group
what is Puget's position as to whether it still stands
with the offering of special contracts?

MR, SECRI ST: My | ask a question of
counsel? |I'mtrying to get ny hands on where the



settl ement docunent is, if I may take a quick gl ance at
that. PSE would still request approval of the specia
contracts were the Comm ssion to deny the amendnent to
the stipulation in this record.

CHAl RMOMAN SHOWALTER: \What woul d we be
denyi ng exactly, because there is nore than one
possi bl e outcone that's covered by the stipulation,
nanel y, approval of the tariff or approval of the
contracts. \What would we be denying?

MR. SECRIST: | think that's what was
confusi ng nme about your question. | see them as
i ndependent docunents: One reflecting the terns of the
settl enent and the other the underlying specia
contracts that we have for the Conmission at this tinme.

CHAI RMOVAN SHOMALTER: So if we do approve
the special contracts on that very narrow ground, is it
your view that we are not saying anything about the
next custoner who conmes in the door and how that person
shoul d or should not be treated?

MR. SECRI ST: That is both our understanding
and our intent. W are not intending to limt or
create any precedent with respect to what happens to
the next custoner should they cone in the door during
this interimperiod of tine.

CHAI RWOVAN SHOWALTER: But you've testified



as to what you would do

MR. SECRI ST: We've talked in terms of
hypot heticals; that is correct, but we are not as part
of this filing requesting anything that's going to
create any precedent. W understand that, and we've
attenpted to lay that out in our filing.

CHAI RWOVAN SHOWALTER:  Thank you.

JUDGE MOSS: Anything further fromthe Bench?
I've made the three docunents | previously indicated
and marked exhibits. Are there other docunents that
need to be made exhibits of record in this proceedi ng?
Ms. Davi son.

MS. DAVI SON.  Your Honor, | do not have any
docunents | would like to make as exhibits, but | did
want to request that | be pernmtted to summarize ICNU s
position after the end of testinony, particularly in
response to the question you had presented to ne at the
begi nni ng of the hearing.

JUDGE MOSS:  All right. | think we will have
sonme brief summary at the end, but it will be brief.
M. Henry and M. Secrist, I'mnot sure who the

qguestion should go to, but I'mlooking at Schedule 31
that speaks in termof under the availability section
All necessary wiring, transformers, switches, cutouts
and protection equi pnent beyond the point of delivery



shal | be provided, installed, and naintained by the
consumer, and so forth.

Do those types of words nmean the same thing
as the term"dedicated facilities infrastructure" under
the special contracts or Schedul e 45 as proposed? |Is
that the sort of thing we are tal king about with
dedi cated facilities infrastructure?

MR. HENRY: | do not believe so. The
di fference that | understand -- what you are referring
to on a Schedule 31 custoner or a actually any
customer, that is referring to the system behind -- |
think you said it remains the property of the custoner?

JUDGE MOSS:  Yes.

MR. HENRY: The sinple explanation is that
anyt hing behind the neter -- if it were a substation
anyt hi ng behind where the neter is netering the energy,
anything fromthat point on belongs to the custoner.
What we are tal king about as dedicated facilities, and
best to explain using these three exanples in each of
t hese cases, we needed to build a dedicated line from
the substation directly to this facility in order to be
able to provide service at the levels they were tal king
about. In sonme cases, and we are still discussing
this, we will require a substation to get to the |eve
of | oads that they are interested in.



JUDGE MOSS: |If a customer under Schedule 31
required such facilities that you described, the |ine
fromthe substati on or whatnot, who would pay for that,
PSE or the customer?

MR, HENRY: M. Secrist may want to correct
me on this, but in Schedule 31, there is a provision
that says that there will be a credit applied which is
based on the first two years' revenue of that
particul ar customer. So in a case like this, if this
were a 31 custoner, the custoner would be required to
pay all of the costs in excess of that two-year credit.

There is al so another rate that indicates
that if it is a service that is provided specifically
for the use of this custoner and that it is above and
beyond what our nornmal course of service would be that
the customer would be required to pay for the tota
cost.

JUDGE MOSS: Do you know off the top of your
head how many custoners there are under Schedule 31
currently?

MR. HENRY: | do not know.
JUDGE MOSS: O nmgnitude?
MR. HENRY: | do not know.
JUDGE MOSS: How about 49?
MR. HENRY: | don't know that either



JUDGE MOSS: |'mgoing to nake a Bench
request and ask that that be furnished to the Bench

tonorrow. We will

meke it Response Exhibit 4. Any

obj ection? Hearing no objection, Exhibit 4 will be
adm tted as a placeholder for now That's all | have.

Al right; is there any further business we
need to conduct today, other than closing statenents
that | said we woul d have an opportunity for?

MR. TROTTER:  Your Honor, | hate to mention
this, but we only tal ked about Alternative 1. It
depends on how | ong you want to go today.

JUDGE MOSS: W do have, if menory serves,
the 11-page comment from I CNU. Does that pretty wel
capture your points of opposition, M. Davison?

V5. DAVI

SON: | can't recall sitting here

today every point that we included in our 11-page --
JUDGE MOSS: It was very thorough

MS.  DAVI

SON: There is one thought that

actually did occur to ne today that |I'm sure we didn't
put into the letter, and that is we believe that the
Commi ssi on procedurally now has before it a third

Schedul e 45, what
In our letter, we
rejection of that.
alternative which

is called the stipulated Schedul e 45.
request ed suspensi on of that or

| think there is a third
is to take that and defer it to the



upcom ng rate case and have it considered in the
upcom ng general rate case, and that may be the
preferred alternative from our perspective, and
believe | heard M. Trotter make some comments al ong
those lines as well

MR. TROTTER: | don't think I did, but I'm
prepared to nmaeke any closing mark to Alternative 2 if
that's your wi sh.

JUDGE MOSS: Perhaps the Bench shoul d caucus
monmentarily, but we will stay on the record.

(Di scussion off the record.)

JUDGE MOSS: | think the preference would be
to have you all conclude in your argunent, and again,
you don't need to go over your letter, and | wasn't
being facetious. It was a very thorough docunent, and
we don't need parties to be repeating everything they
said in their coments and so forth, so | would |ike
this to be in the manner of a summary-type argunent.
Bei ng cogni zant of the hour, it's already 5:10.

Wth the argunent, we will have enough in our
record for the conm ssioners to take the matter under
advi senent, and the options, of course, are many; to
approve the primary alternative, to consider what to do
if that is not approved with respect to the secondary
alternative, and that option would include further



process if appropriate, so | think we can safely bring
matters to a close today with the final argunents.

In thinking of the order here, it strikes ne
that we have the proponents of the settlenent approach
shoul d probably have the last word, and as the
princi pl e opponent -- M. Davison, the Staff sitting in
a uni que position, perhaps -- | think it would be npst
appropriate if you argued first, M. Davison, and
M. Trotter, you did have sonme closing remarks, didn't
you?

MR. TROTTER: |1'd be happy to go second.

COW SSI ONER HEMSTAD:  Publ i ¢ Counsel may
have sonething to say.

JUDGE MOSS: Did you have anything to say,
M. Cromnel | ?

MR, CROWELL: Thank you. | wll waive them
for expediency.

JUDGE MOSS: Thank you very much. Then we
will go ahead and proceed with Ms. Davison's renarks.

M5. DAVISON: First, | would like the record
to clearly reflect that | CNU does not support these
speci al contracts based on the testinony we heard from
M. Secrist today. W believe that M. Secrist's
so-called interpretation of the agreenent that we
reached with M. G ass that is laid out in his coments



is -- his interpretation is sinply not consistent with
t he deal that we struck, and we do not believe that
t hese special contracts neet the legal criteria of the
special contract rule as interpreted by the various
cases decided by this Conm ssion on special contracts.

Second, with regard to the stipulated
Schedul e 45, we have laid out a variety of reasons why
we think that Schedule 45, the third version of it,
remains legally deficient. | will not reiterate our
bases here. | guess | would in the formof a plea to
the Commi ssion, if you are going to approve these
special contracts in a limted form please put
sonmething in your order requiring PSE to serve this
data center load in the interim

I think you got a little flavor fromthe
i nt erchange between nyself and M. Henry and
M. Secrist. | can't even begin to convey to you what
has been transpiring between my clients and PSE over
the course of the last 18 nonths. These are entities
who have purchased property, who have tried to devel op
data centers, and they have been unable to do so
because PSE has refused to serve these custoners under
existing rate schedules. It is a serious problem

We have contenplated filing a conplaint, a
formal conmplaint. It is a very costly, difficult,



ti me-consum ng process to go down that road. That's
why you haven't seen one appear before you yet, but |
beli eve you had enough evi dence presented to you today
to get a flavor for the problemhere, and | think that
I was trying to enter into a settlenent with PSE that
woul d get us through an interim period where these
particul ar custonmers would be given electric service
and that we could defer all of these debates to the
general rate case where | believe they bel ong.

This record has absolutely no evidence
what soever on a cost-of-service basis. There is no
testinony. There is no conpany work papers. There is
nothing in this record that supports the rates that PSE
is proposing in either the special contracts or in
stipulated Rate Schedul e 45. The original order that
suspended Schedule 45 to have an investigation as to
the determ ne whether these rates are fair, just, and
reasonabl e still needs to happen if you are going to
consi der the revised Schedule 45. Thank you.

CHAIl RMOMAN SHOWALTER: One question. If we
reject the tariff and the contract as you advocat e,
what do you propose we do with these three custoners?

MS. DAVISON. | believe that they, by their
terms, are eligible for either Schedule 31 or 49.

JUDGE MOSS: M. Trotter.



MR. TROTTER: Thank you. [I'Ill start with the
Alternative 2 because we haven't had a chance to wei gh
in on that yet. Staff cannot support the alternative
at this time. Staff has participated extensively in
Schedul e 45 di scussions with all custoners, but the
stipul ated schedul e has not had an adequate opportunity
to review, and it does include in a tariff increnenta
cost pricing and take or pay and market rates, and
those are inmportant policy issues. |In the context of
bilateral contracts, that's one thing, but in a tariff
of general applicability that's quite another

There is also an issue regardi ng whet her
Schedule 45 is permtted under the rate plan. Specia

contracts are permtted. |It's an issue the Comm ssion
shoul d think about. The parties have not given you
anything on that. | think it probably is all owed

because it arises out of the conmplaint in the Ar

Li quide matter, and the filing was approved by the
Commi ssion's order approving that settlement
stipulation. They said they would file Schedul e 45,
and | think it's arguably necessary to accommpdate a
changi ng market, which is a standard in the
stipulation, but | think that's an issue that is out
there, and reasonable mnds could potentially differ on
it. There is also a | egal issue of whether the



Commi ssi on can approve a nonunani nous settl ement.
Alternative 2 is not unaninmous at this point. There
are laws in other jurisdictions split, so we think if
you are intending to go with the Alternative 2 approach
on its nerits that you should set it for hearing.

Wth respect to Settlenent Alternative 1,
think Staff can still support it. As you heard ny
questions of M. Secrist at the end on Page 5 of the
conmments of what the understanding was with | CNU,
don't think it's fair for ICNU to say they expected to
be served under Schedule 31 for all of their load if
they are a new custoner. The |anguage there clearly
states for the base load while the facility and
structure is being built, yes, Schedule 31. After
that, it's probably going to be brought to you.

Now, litigation isn't cheap, but |I'm hopefu
that we can handl e such a problemif it ever should
arise. There is a lot of evidence here that that's
really specul ative. You are right, Chairwoman
Showal ter, we don't know what's going to happen in the
next 14 nonths regardi ng these | oads, but the best
j udgenent they have right nowis it does take noney to
put in the infrastructure. It does take tinme to build
them out, and the reasonable anticipation at this tine
is that the contingency that people are concerned about



may not materialize, but if it does, those custoners
can conme to you and ask for an order requesting that
they be served under 31, and frankly, the testinony in
this record that there is nothing in the words of
Schedul e 31 that says they can't be served, that should
be a fairly efficient proceeding.

But in the context of that case, | think you
can go with what was articulated, and that is the
former Schedul e 48 custoners, and that was a cl ass
identified by this conmi ssion. These are the only
remai ni ng ones, and special contracts are appropriate

for that reason. | do think that the comments of Puget
regardi ng neeting the statutory criteria are
sufficient. Staff did reviewthat. 1t's not perfect,

but we think it neets mninmumrequirenents, so we stil
think that is a viable approach and is consistent with
the agreement that is stated here on Page 5 of Puget's
conments. That's all | have. Thank you.

JUDGE MOSS: M. Trotter, when you say "neets
m ni mum requi renents," you are referring to
WAC 480- 80- 3457

MR. TROTTER:  Yes.

JUDGE MOSS: M. Sherr, did you have anything
to say in closing?

MR, SHERR: Qwest supports the settlenent



under the terns outlined by M. G ass in his opening
statenment. We believe it's a fair and practica
resolution, and I'Il defer to M. G ass to sumup the
di scussi on today. Thank you.

JUDGE MOSS: We'll first ask M. G bson if he
has something to say.

MR, G BSON: Thank you. W are custoners in
search of a solution. These were unique circunstances,
to say the |l east, brought about by the Comm ssion's
order, and our circunstances between the custoners and
t he Conpany, and when we reached a gl obal settlenent of
many, many issues with a |ot of conprom se, and we are
before you today in an attenpt to provide the
Conmi ssion with various solutions to the issues of
speci al contracts and then stipulated rate schedul es
and so on and so forth, and we do honor our conmitnent
to the Conpany.

We urge the Comm ssion to accept the specia
contracts, and if they can't see their way to do that
to accept stipulated Rate Schedul e 45, but if they
choose to nove forward without those two is to give us
some kind of solution for our dilema of October 31st
and give us sonme determ nation, and with that, | would
cl ose.

JUDGE MOSS: M. Caneron.



MR, CAMERON: Just four points, very briefly.
First, I would |like to thank Staff on behalf of all the
custoners, particularly Hank Ml ntosh who worked with
us long and hard, canme up with sonme ideas, and sat with
us. He nentioned the referee function. | don't think
we called on himtoo nuch for that function, but maybe
once or twice.

Second, our purpose in being here today is to
honor the agreenent we have with Puget. |t conprehends
two alternatives -- one, the special contract; two, the
stipul ated Schedule 45. W always had two alternatives
in mnd thinking there m ght be issues such as this
that arose. As things cane to pass, we reversed the
order, taking up the special contracts first.

We are not here to address the nmerits of
stipulated Schedule 45. Instead, if |ook you | ook at
the special contract, you | ook at the stipul ated
schedule. They have the sane effect for us. One, they
are transitional; two, they preserve our rates to argue
proper rate meking in the next general rate case, and
three, they give us a rate after October 31st.

And that is nmy third point. W do need a
rate. W are going off of Schedule 45 as it terninates
the special contract. The stipulated schedule, each
provi de alternatives that woul d be acceptable to us.



Anti ci pating the Chairwoman's questi on about what
happens in the doubl e contingency, what happens if
neither the stipulated schedule or special contract,
the custonmers did reserve the right as the ultimte
fall back to argue that Schedule 31 or 49 shoul d apply.
We do that only for the purpose of making sure we
aren't |eft hanging, as Conm ssioner Henstad said
earlier. W do need a rate after that October 31st
expiration.

The final point is that we will see you in
t he general rate case where we will talk about the
permanent solution for these custoners based on our
| oad characteristics and the cost of service as we see
t hem

JUDGE MOSS: M. d ass.

MR, GLASS: Notwithstanding ICNU s recanting
of its offer nonopposition of the special contracts,
PSE still supports the special contracts as the best
way to deal with this transitional issue presented. M
recol | ection of the agreenment that was put forth in the
anmendnment to the stipulation is the sane as
M. Trotter's and M. Caneron's; that we were agreeing
to all ow new custoners to disagree as to those |IVC
| oads that were actually built and operational sonetine
during this transitional rate period. Up to that



poi nt, PSE would provide 31 or 49 power and it woul dn't
be in the dark, and that was what | thought we had
agreed to.

The special contracts, we agree, apply to
these three custoners. W also explicitly have said
several tines today that these special contracts have
no precedential effect to any new custonmers or any
ot her existing custoners that try to get on to these
speci al contracts. These are specific for these three
cust oners.

If you don't approve stipul ated Schedul e 45,
if you don't approve these special contracts, we need
to deal with the stipulated Schedule 45. W will
vi gorously support stipulated Schedule 45. W think
that there are factual and | egal bases for doing so.

We have not presented in full today all of those

t hi ngs, and ny subnission in support of the specia
contracts was limted only to that because | was trying
to get the settlement with ICNU and the settlenent with
t he custoners through the Conmm ssion without too

vi gorous opposition. We will defend stipul at ed
Schedul e 45, and we woul d hope that that process would
continue. As for the interim the triple
contingencies, | believe the anendnent to the
stipulation states our position fairly accurately.



Thank you.

JUDGE MOSS: | thank you for your argument,
and | would like to release all the witnesses fromthe
stand and thank you for being here today and providing

your testinony. |Is there any other business we need to
conduct? Then we will be off the record. Thank you
very much

(Settlenent conference concluded at 5:25 p.m)






