00072
1

2

3

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

BEFORE THE WASHI NGTON UTI LI TI ES AND TRANSPORTATI ON

COWM SSI ON
CI TY OF SEATAC, )
)
Conpl ai nant, )
)
V. ) Docket No. UE-010891
) Volume 2
PUGET SOUND ENERGY, | NC., ) Pages 72 - 174
)
Respondent . )
.............................. )
CITY OF CLYDE HILL, )
)
Conpl ai nant, )
)
V. ) Docket No. UE-011027
) Volume 2
PUGET SOUND ENERGY, |INC., ) Pages 72 - 174
)
Respondent . )

An oral argument in the above matter
was held on October 11, 2001, at 9:32 a.m, at 1300
Sout h Evergreen Park Drive Sout hwest, O ynpia,
Washi ngton, before Adm nistrative Law Judge DENNI S J.
MOSS, Chai rwoman MARI LYN SHOMLTER, Commi ssioners

Rl CHARD HEMSTAD, PATRI CK J. OSHI E.

The parties were present as follows:

PUGET SOUND ENERGY, INC., by KIRSTIN S.
DODGE, Attorney at Law, Perkins Coie, 411 108th Avenue
Nor t heast, Suite 1800, Bellevue, Washi ngton 98004.
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CITY OF CLYDE HI LL, by GREG A. RUBSTELLO
Attorney at Law, Ogden Murphy Wallace, 1601 Fifth
Avenue, Suite 2100, Seattle, Washington 98101-1686.

CITY OF SEATAC, by CAROL S. ARNOLD, Attorney
at Law, Preston Gates Ellis, 701 Fifth Avenue, Suite
5000, Seattle, Washington 98104.

THE WASHI NGTON UTI LI TI ES AND TRANSPORTATI ON
COW SSI ON, by MARY M TENNYSON, Senior Assistant
Attorney General, 1400 South Evergreen Park Drive
Sout hwest, Post O fice Box 40128, d ynpia, Washington
98504.

Kathryn T. WIson, CCR

Court Reporter



PROCEEDI NGS

JUDGE MOSS: Good norning, everyone. W are
convened this nmorning for the purpose of having ora
argunent with respect to pending notions and
cross-notions for summary determnation in the
consol i dat ed proceedi ngs styled, City of SeaTac agai nst
PSE, Docket No. UE-010891, a conplaint and petition for
declaratory relief; and City of Clyde H Il agai nst PSE
Docket No. UE-011027, again a conplaint and petition
for declaratory relief. W earlier consolidated these
proceedi ngs; they having issues of law and fact in
conmon.

W will take appearances, and then we will
proceed i mediately to the oral argunent. By prior
di scussion in a prehearing, the City of SeaTac will go
first with 15 mnutes allocated. The City of Cyde
Hll will go second with 15 m nutes allocated, and PSE
will have 20 minutes, then we will have Staff, a few
comments from Staff, and then we will have an

opportunity for rebuttal, and since Staff's

partici pati on had not previously been nade concrete, we
will allow PSE to have an opportunity to speak to
anything Staff may raise as well, and Ms. Tennyson, you
passed out sone handouts for the Bench. WII you tel



us qui ckly what those are?

MS. TENNYSON: The first document is a copy
of Chapter 35.96 RCW titled "Electric and
Communi cation Facilities Conversion to Underground."
Thi s does contain a declaration of public interest and
purpose that Staff thought was relevant to these
proceedi ngs, so we have that for reference.

The second docunent is a copy of Puget Sound
Energy's Electric Tariff G Schedule 70, titled
"Conversion to Underground Service in Residentia
Areas."” It is a two-sided copy with the entire tariff
there. W have Schedule 71 as the next docunent. Al
of these we would intend to have available for the
conmi ssioners for both the norning and the afternoon
proceedi ngs.

The third docunent in the packet is a copy of
Puget Sound Energy's Electric Tariff G Schedul e 80
entitled "General Rules and Provisions,” and this is
referenced in the Schedule 70 and 71, so just in case
there were questions that you had relating to those.
The next one is Puget's Electric Tariff G Schedul e 85,
line extensions. W just had the one. | can refer to
a definition that's contained in there in coments, and
i kewi se, Schedule 86 on service lines, this is
referenced in Schedule 70 and 71, so we have a copy
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avail able in case there are questions about what it
sai d.

JUDGE MOSS: Let's take appearances; City of
SeaTac?

MS. ARNOLD: Carol Arnold; Preston, Gates,
and Ellis.

JUDGE MOSS: City of Clyde Hill?

MR, RUBSTELLO Greg Rubstello from Ogden,
Mur phy, Wall ace on behalf of Clyde Hill.

MS. DODGE: Kirstin Dodge with Perkins Coie
on behal f of Puget Sound Energy.

MS. TENNYSON: Mary M Tennyson, senior
assistant attorney general for Comm ssion staff.

JUDGE MOSS: | previously discussed with you
off the record that we would take the format of
qgquestions comng freely fromthe Bench. During the

course of your argunment, | will watch the tinme and nake
sure nobody gets shortchanged, and we do have the
norni ng available to us, so | think we will have plenty

of time to hear things out, so with that, Ms. Arnold?
MS. ARNOLD: Thank you, Judge Moss. Good
nor ni ng, Commi ssioners. | would like to introduce
first of all the senior assistant attorney for the City
of SeaTac, Mary Mrante, who is directly behind ne, and
Tom Gut, who is the assistant engineering manager for



the City of SeaTac. Also with us are representatives
fromthe City of Tukwila and the City of Des Mi nes.

In | ooking over ny notes for this norning's
talk, | was struck by how short SeaTac's brief is in
this case. Qur opening brief was six or seven pages
long, and the briefs in this afternoon's cases are very
thick, 60 pages plus. So | first thought, Gosh, maybe
I left something out of that brief; it's so short, but,
in fact, this case is really very straightforward and
very sinple. The City of SeaTac is w dening South
170th Street. South 170th Street was a two-|ane
street. It's now being widened. It will have three
| anes. As part of this project, the electric and
tel ephone utilities are being placed underground.

South 170th Street is in residential

nei ghborhood. | think it's Exhibit "A" to M. GQut's
decl aration shows an aerial photograph of the South
170th Street area, the conversion area. |In fact, a

young wonman was in any office a couple of weeks ago
interviewing for a job. She said she lived in SeaTac.
She gave nme her address, and | said, "You know, | have
a picture of your house," and, in fact, her house was
on this picture. (lndicating.) As you can see from
the aerial photograph, the conversion area is
exclusively residential. The parties agree that it is



resi denti al

Exhibit Bto M. Gut's declaration is a
zoning map for the City of SeaTac, and the conversion
area is in the yellow portion that is marked
"residential ," so the area is zoned residential, and
that fact is also undisputed. The other map that's
attached to M. Gut's declaration shows the conversion
area in yellow also. This is the conprehensive plan
that shows that the City of SeaTac has pl anned this
area to be residential and to continue to be
residential. So there is no dispute that the
conversion area is used exclusively for residentia
pur poses and is zoned residenti al

CHAI RMOVAN SHOWALTER: As you read the
briefs, you can look at the tariff fromthe city's
poi nt of view or zoning point of view and see that
sonmething is zoned for residential or that there are
houses, resident houses in the area. You can | ook at
it that way, or you can |look at it froman electrica
poi nt of view, and then what you see is not houses and
peopl e. You see one-phase and three-phase wires going
t hr ough.

The general question | have of you is this is
an electric tariff. It is not a city zoning law. So
one way, and | think it would be the city's way, is the



words say "zoning, exclusively used for." The other
way is Puget is |looking at the electrical system

Anot her way would be to say it's really both at once.
The tariff says "zoned for," and "zoning" is, | think,
a land-use term but "exclusively used for" can nean a
nunber of things.

The question | have for you is why should we
keep our eye on the physical, residential, housing,
zoni ng side of things exclusively and not al so | ook at
the systemelectrically?

M5. ARNOLD: We had the sane question in
preparation for this case, so the City of SeaTac

authorized us to retain Curt Bagnall, who is an
el ectrical engineer. He's a senior project manager
with CHZM Hi ||, and he has experience in designing

di stribution systens, and we asked himexactly that
gquestion, because, of course, as the chairwoman

appoi nted out, the plain |anguage of the tariff makes
Schedul e 70 apply to this conversion area because it's
zoned and used exclusively for residential purposes.
Puget earlier this year refiled that tariff, a revised
version of it, that had an exception in there for

t hree-phase distribution system They withdrew that
tariff for reasons of their own, so we are now | eft
with the existing tariff that has no exception.



CHAI RMOVAN SHOWALTER: But there again, that
begs the question of whether that is sinply a
clarification of sonmething that's inplicit already in
the tariffs, both 70 and 71, and the cost studies and
what is reasonabl e and unreasonable or whether it
really isn't there. Let nme ask you a few questions.
Let's suppose we have Bill Gates house that uses a huge
anmount of electricity, |I'massum ng, and requires
t hree-phase electrical wiring to it, but let's say it
sits in sonething that genuinely is a residential area.
Do you see that as under Schedule 70, or would that be
one of the carve-outs that 71 provides that is other
areas that require the sane | oads.

MS5. ARNOLD: If it were Bill Gates house, |

really don't know. |'mnot sure | can answer that
guestion. The particular area that is at issue doesn't
have Bill Gates house in it and is served exclusively

by singl e-phase house drops, and | don't think there is
any dispute about that. M. Bagnall said that M. Gut
observed it, and Puget agrees that in this case the
house drops are all single phase. | understand that
Puget's tariffs do permt a honeowner to ask for

t hree- phase service if they have sone particul ar
reason, if they run sone type of machinery that they
can ask for it, but in this case, there isn't any.



CHAIl RMOVAN SHOWALTER: Do you agree that in
at least sone situation Schedule 71, which refers to
ot her areas, neani ng other than commercial that have
the sane | oad requirenents, that there is sone ability
of Schedule 71 to carve out from Schedul e 70?

MS. ARNOLD: | do agree with that --

CHAl RAOMAN SHOWALTER: |s this one of those
i nstances? |s an arterial that goes through a
residential area a carve-out, in essence, because the
arterial itself is used for cars going faster? Then
you wouldn't think of it as a residential street, but
froman electrical point of view, it's a conduit. It's
alittle highway system for sonething other than
residential use.

MS. ARNOLD: To go back to your first
qguestion, Schedule 71 in its "availability" section
it's tal ked about areas that are used for commrercia
pur poses and ot her areas which have electrical |oad
requi renments which are conparable to devel op comrerci a
| oads, so Bill Gates' house m ght fall under Schedul e
71 in that respect, but this one doesn't, and | think
everyone agrees that the three-phase systemis not used
here to serve the conversion area. Like you say, it's
a highway; it's a super highway through the residentia
nei ghbor hood. Now - -



CHAl RMOMAN SHOWALTER: That just begs the
qguestion of the highway isn't there to serve the
residential area. The highway is there as a conduit to
anot her area, but does that nmke the hi ghway an area
not used exclusively for residential purposes?

MS. ARNOLD: The answer to that question is
no. Puget uses three-phase systens throughout its
di stribution system because of the way the systemis
desi gned, and they need three-phase systens to serve
large load in other areas, but | subnmt to the
Conmi ssion that if Schedule 70 is interpreted to permt
nonapplication in cases where Puget's own | oad serving
requirenents require themto use three-phase circuits
that Schedul e 70 has no nmeani ng. Puget uses
t hree-phase circuits throughout its systemin all kinds
of residential areas, and the Schedul e doesn't have any
meani ng. Now, if Puget --

CHAl RMOVAN SHOWALTER: Let's me stop on that.
I do have one | ast question here. If you say here that
a three-phase arterial going through a residentia
area. Let's say it's to serve a residential area so
take out the commercial end point. |If that's the case,
and then doesn't that nean that the reinbursement rate
for that three-phase systemis at a rate that
admttedly is too low? |If there is an anbiguity,



shouldn't we try to reconcile an anmbiguity so the

rei mbursenment rate that is being paid is somewhat
conparabl e to the expense? | understand you don't
think there is as anmbiguity and that nay settle it, but
do you agree that if this is a residential area subject
to Tariff 70 that the reinmbursenent rate is quite
clearly -- did not take into account the three-phase
syst enf?

MS. ARNOLD: The Conmi ssion's duty here, of
course, is to look at the tariff as it is witten and
as Puget filed it and as the Conmi ssion approved it.
There is nothing in the record that would indicate
that -- the original filing apparently was nmade in
1984, and Puget at that time submtted sone cost
information in support of the tariff, and that cost
i nformati on, of course, is obsolete and unverified,
untested. Mybe soneone | ooked at it back in 1984, but
someone hasn't | ooked at it for a long time, so if
Puget believes that Schedule 70 did not adequately
recover the costs that it needs to have recovered, then
Puget needs to file a newtariff so that the Comm ssion
can review to find out whether that rate is just and
reasonable, but this is the tariff that we have to live
with today, and this tariff is quite clear that it
i ncl udes whatever systemis in an area that's



00084

exclusively used for residential purposes and zoned for
resi denti al

So | think the answer to your highway
gquestion is no. Even though the highway -- if Puget
al so nade the argunent that since it's an arteria
street it carries traffic to other areas, but this is
not I-5. This is still a small road. Even with the
wi dening, it's only three lanes wide, and it's through
a quiet residential area. There is not that nuch
traffic, and | think that's in the record, in fact,
that this doesn't carry that nuch traffic. So the
argunent is the sanme for the electrical system Just
because Puget's electrical systemthere carries to a
| arger | oad sonepl ace el se doesn't nean that this
conversion area which is at issue should not be subject
to Schedul e 70.

CHAl RMOVAN SHOWALTER:  Thank you.

COW SSI ONER OSHIE:  Ms. Arnold, | guess part
of ny question was answered, and | guess there is stil
some | oose ends at |east for me. How does SeaTac or
your client reconcile the cost study that was perfornmed
in 1984 or near 1984 that was the basis for the paynent
rate that's included in Schedule 70? The information
I"mspecifically referring tois that it's ny
under st andi ng based on the information provided by the



Conmpany that in the devel opnment of that rate, of the
$20. 33 percent line rate, that there were six
residential areas originally |ooked at. Four were

i ncluded in the cost study, and two were excl uded
because they included a feeder line. 1Isn't that really
the circunstance that we have here?

MS. ARNOLD: The Commi ssion has to nmeke its
deci si on based on the facts before it. No one here was
there in 1984. W don't know why Puget excluded those
costs. W don't know why Puget proposed Schedule 70 in
the way that they did. |[If Puget back in 1984 had
i ntended to exclude three-phase feeders from Schedul e
70, the tariff could have explicitly stated that, and
we know t hat because when Puget refiled Schedule 70 in
February of this year, they did explicitly exclude
t hree- phase feeders. So rather than specul ate what was
i ntended back in 1984, we are left with the present
tariff and the | anguage of the tariff.

COWM SSI ONER OSHI E:  Woul dn't you agree that
at least by inplication of the informati on of the cost
study that if they would include the feeder routes that
the cost per center line foot would be higher in a
conversion of this nature?

MS. ARNOLD: | don't know that, because even
the very limted information that Puget has from 1984



didn't say what the costs would be for the three-phase
f eeder.

COW SSI ONER OSHI E:  Why do you think they
excl uded the feeder |anes or feeder routes?

MS. ARNOLD: | don't know, and | don't think
anybody here today does know.
CHAI RMOVAN SHOWALTER: | thought there was

somewhere in the record where at the tinme of the cost
study that Puget said, "We renoved these because they
are three-phase.” |'mnot sure they said, "and here's
why we renoved it," but the strong inplication was,
"This is not residential so we didn't have to."

MS5. ARNOLD: No. | think we could | ook at
it, but I think they just said, we've excluded them
wi t hout giving any reason why they excluded them and
we don't know why they excluded them |It's possible
that those three-phase feeders were in conmercia
areas. We don't know what the circunstances were about
why they included those. Those m ght have been new
devel opnents wherein possibly they used three-phase
feeders in new devel opnments. | just don't know, and
don't think the record shows.

JUDGE MOSS: Let nme put a hypothetical to
you. Suppose this project involved South 170th Street
for four blocks that run directly into Internationa



Boul evard and turns the corner there and goes for four
bl ocks down I nternational Boul evard. Which schedul e
woul d appl y?

MS. ARNOLD: Then Schedule 70 would apply to
the residential portion and Schedule 71 would apply to
the comrercial section

JUDGE MOSS: Even though the area of the
project clearly involves a commercial area that
requires three-phase power?

MS. ARNOLD: The part of the project that
i nvol ved the conmercial area that was in the comrercia
area, the issue is where is the conversion area. The
i ssue is not what does this electrical feeder feed
into. The area that is the conversion area is what
det ermi nes whet her Schedul e 70 applies or whether
Schedul e 71 appli es.

JUDGE MOSS: The conversion area can then be
split up into little segnents dependi ng on the
character of the |land use adjacent to the street even
in the circunmstances that | described. |Is that what
you are sayi ng?

MS. ARNOLD: What the tariff says is that the
conversion area nust not be |ess than one city block in
I ength or | ess than six contiguous building lots
abutting each side of the public thoroughfare with al



property -- and here is the key -- on both sides of
each public thoroughfare to serve electric service from
the main distribution system So you have to | ook at
what the real property on both sides of the public

t horoughfare is used for

JUDGE MOSS: My question is assuming we have
the configuration for the project | described. Do we
| ook at that as one or two conversion areas?

MS. ARNOLD: Two conversion areas.
"Conversion area" is defined as the geographical area
where the overhead systemis to be replaced by an
under ground system

JUDGE MOSS: In this instance, it includes
both comercial and residenti al

MS5. ARNOLD: No. In this instance, it
i ncludes only exclusively residenti al

JUDGE MOSS: I n ny hypothetical

M5. ARNOLD: You have two conversion areas.

CHAl RMOVAN SHOWALTER: Al |l parties recognize
t hat one contiguous project can be divided into both
comrercial and residential. |It's just that you are
dividing it by geographical area and | ooking at the use
of houses or facilities in that area; whereas Puget is
dividing the project in a different way. They are
dividing it by arterial or the nature of the electric



facilities that run through, but that each of you
recogni zes that one whole project isn't defined by a
little piece of it.

MS. ARNOLD: Yes, | think that's right. [|'m
not sure | answered Judge Mbss's question correctly.

JUDGE MOSS: Let ne change ny hypot heti cal
It may nmake it easier. Let's assune the project down
170th Street is just as it is but that in the nmddle of
the project -- the project is six blocks long. At the
third block, there is a comercial building with
refrigeration unit requiring three-phase power.
Fourth, fifth, and sixth bl ocks residential; first and
second bl ocks residential. Wat rate schedule applies?

MS5. ARNOLD: | think that in case if the
project area that's to be converted is not exclusively
used for residential, then | think Schedule 70 doesn't
apply, and I think | answered your question wong about
that m xed use area close to International Boul evard,
because Schedul e 70 says that the conversion area nust
be used exclusively for residential purposes, which we
do have here. There isn't any refrigeration plant or
whatever in the mddle of this. This is houses only,
and in fact, a different part of SeaTac very close was
converted | ast year under Schedule 71 because it was a
commercial area. Although it had houses in it, it
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wasn't exclusively used for residential purposes, and
t hat was done under schedule 71

JUDGE MOSS: | have one nore question al ong
this line, and that is accepting what you just said as
true, wouldn't your interpretation of the tariff open
the door to a city devel oping a road-w deni ng project
in phases so that in one phase, it could take care of
the two blocks on 170th Street that run into
I nternational Boul evard, and the segnment of
I nternational Boul evard to which 71 would apply, |
thi nk you just said, and then the next 10 mles of
South 170th Street woul d be anot her phase, and then you
woul d say Schedule 70 applies. Wuldn't that route
lead to an irrational result, because if it was al
done as one project, Schedule 71 would apply?

MS. ARNOLD: |'ve got two answers to that.
One is that cities don't plan streets on an irrationa
basis. There is a six-year plan and a ten-year plan
and they plan | ong ahead, and Puget can participate in
that planning. So they don't decide to do a street
i nprovenent based on decisions like that. It's part of
a long-termplan. It has to do with where the funding
is comng fromand other things. So that's the first
answer to that.

The second answer to that is carried to the



extrene, that reasoning would nean that Schedule 70
woul d have no meani ng what soever because Puget coul d
then argue, Well, there is a gas station three niles
away, so therefore, this area isn't residential, and
even though the conversion area that is the subject of
debate is exclusively residential, down the street,
there is a gas station, so therefore, the area is not
exclusively residential. This part of the Puget Sound
area is the nost heavily populated, | think, of all of
Puget Sound, and the commercial and the residentia
areas are very close together, and that readi ng of
Schedul e 70 would just read it out of existence.

JUDGE MOSS: It would still exist, even under
Puget's interpretation, for those areas that are
residential and have one-phase systens, wouldn't it?

MS. ARNOLD: If there are any, but cities
don't usually do a mmjor street and inprovenent project
on a small street that would have nothi ng but
t hree- phase. The system has three-phase throughout it
because that's how the power is delivered to serve
| oads. Just |ike every residential neighborhood has
arterial streets nearby because it's necessary, but if
we are going to read Schedule 70 to apply only to these
little streets that have only three-phase, Schedule 70
doesn't have any function anynore.
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JUDGE MOSS: Let's take about five nore
mnutes with this and then we will need to nove to the
next .

MS. ARNOLD: | was talking earlier about
M. Bagnall's testinony, and he does testify as a
qualified electrical engineer that Puget uses
t hree-phase circuits throughout its distribution
system He says also that the single-phase 200-anp
di stribution voltage circuit could easily serve the
residential load on South 170th. He says there is
about 40 houses in the conversion area, and those could
easily be serviced with a single-phase feeder. The
t hree- phase feeder, he says, is used to serve nuch nore
load than is in the actual conversion area, so the
t hree-phase feeder is -- for Puget's purposes and
Puget's position that since the street is used for
their three-phase feeder that it's conmercial, again,
just wi pes Schedule 70 off the map.

CHAl RAOMAN SHOWALTER:  You said twice now it
woul d be neani ngl ess or Schedule 70 woul d be of no
val ue, but why isn't it a rational systen? It may or
may not be what the tariff is saying, but why wouldn't
it be rational that if it is one-phase to the
resi dential houses, it's Schedule 70, and if it's the
t hree-phase, it's Schedule 71. |'mnot saying that's



what the tariff is say, but why would that be
meani ngl ess? People that have one-phase pay one rate.
Peopl e that have three-phase pay another rate.

MS. ARNOLD: The houses on South 170th are
all single-phase service. The drops to those houses,
every one of them-- | don't think there is any
di sagreenent -- is single phase. So if the tariff were
to say that a conversion area that serves customers who
recei ve service under single phase, we wouldn't have
any dispute at all.

Now, if Puget changes the tariff and says
that only single-phase feeders when they are converted
underground will be subject to Schedule 70, then we
have a different situation, but our obligation here is
to | ook at what the existing tariff says and apply it.

CHAl RMOVAN SHOWALTER: | agree. W would
have to do that, but if we interpret it to be your
amended exanple; that is, if we interpret it to nean 70
as one-phase and 71 as three-phase, why is that
meani ngl ess?

MS. ARNOLD: Per haps "neaningless"” is too
harsh a word. It's certainly inconsistent w th what
the tariff says, and our obligation is to | ook at what
the plain | anguage of the tariff says, and | think both
Puget and the cities in both of these cases that the



Commi ssion hears this norning and the afternoon have
guot ed various cases that say we nust | ook at the plain
meani ng of the tariff unless it's anbi guous, and here
the tariff really isn't anmbiguous. |It's pretty

strai ghtforward.

COW SSI ONER HEMSTAD: O course, both sides
argue that the | anguage is plain, and therefore should
be read what each side believes it should be read.

That doesn't inherently nmean it is ambiguous, but it
certainly raises the question of how the two parties
can |l ook at the sane | anguage and read it entirely
differently. |If when asked the question what is the
purpose of the tariff, how would you answer that?

MS. ARNOLD: The purpose of the tariff is to
defi ne who pays how nmuch of an underground project, and
both Schedul e 70 and 71 allocate the cost of
under gr oundi ng, and for our purposes, the cities that
have decided to take a street inprovement project that
i nvol ves undergroundi ng, so the question is how nuch
does each party pay.

COW SSI ONER HEMSTAD: | find nyself troubled
with the hypotheticals that have been posed. Your
position is that because this is 100 percent a
resi dential nei ghborhood, then one tariff applies, but
if it had been 98 percent residential and 2 percent



commercial, then a different tariff applies would
apply.

MS. ARNOLD: Yes, sir, that's correct,
because the tariff provides that it applies to an area
which is used exclusively for residential purposes --

COW SSI ONER HEMSTAD: Even t hough the cost
consequence of those two exanples would be very
substantially different.

CHAI RMOVAN SHOWALTER: Isn't another way to
i nterpret Commi ssioner Henstad's question that if it
were 98 percent residential and 2 percent commerci al
you would divide it into two areas. The 98 percent
woul d pay at the 100 percent residential rate, and 2
percent woul d pay comerci al .

MS5. ARNOLD: | don't think that's correct.
think we are dealing with conversion areas, which is
defined as a geographical area that's being converted
at one given tinme, and if the city is going to convert
an area that's exclusively residential, it's going to
be under Schedule 70. |If there is one gas station in
there, which I think, by the way, is the situation in
Clyde Hill -- | my be wong. | don't want to speak
for him but if there were one gas station there, it
m ght switch it over to Schedule 71 because then it's
no | onger exclusively residenti al
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COWM SSI ONER HEMSTAD: That's what | find in
a certain sense troubling because tariffs are intended,
| suppose, construction tariffs like this to have sone
relation to cost, and so the accident, put it that way,
of a gas station within an exclusively residentia
nei ghbor hood woul d have a very substantial difference
in cost sequence. Does that follow?

MS. ARNOLD: | don't disagree with that. |If
Puget had not withdrawn it's revised Schedule 70, we
woul d have a whol e different discussion going on here.
We woul d be di scussing what are the cost consequences
of three phase versus single phase. W would be
di scussi ng what woul d be the just and reasonable rate
to be applied under those circunstances, but that's not
the tariff that we have before us, and Puget is
responsi ble for filing and maintaining its own tariffs,
and Puget did file a tariff that said just what you are
suggesting, that --

COW SSI ONER HEMSTAD:  We don't know why they
withdrew it --

MS. ARNOLD: No, we don't, but they did.

COWM SSI ONER HEMSTAD: It coul d be an
infinite nunber of reasons that could be conpletely
unrelated to this issue.

JUDGE MOSS: Being mndful of the tine,
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wonder if we shouldn't nmove on to Clyde Hill.

CHAl RAOMAN SHOWALTER:  Just one | ast
foll owup here. The trouble with your interpretation
is that if you focus -- if you say that a conversion
area is defined by the npbst expensive use, if there is
a single gas station in a big area, then the
consequences are that depending on how big an area is
converted at one particular nonent versus over a period
of years, for exanmple, you can get different results.
That seens very arbitrary. It seems a nuch nore
har moni ous view to say that areas that are comrercia
are Schedule 71. Areas that are residential are 70.

It all begs the question of whether this arterial going
through this project is, but shouldn't we interpret the
tariffs so that the ampunt that people pay doesn't
depend on the timng or the sequencing of when a
particul ar block is converted or not.

MS. ARNOLD: We don't know why Puget filed
the tariff that said if it's used exclusively for
residential purposes, Schedule 70 applies. | don't
know what their reasoning was at that tinme. Electrica
di stribution systens, as far as we know, have al ways
used three-phase feeders for the backbone of the
system so presunably when this was filed, and when the
cost information was filed also in 1984, Puget had a
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reason for saying that if the conversion area was
exclusively used for residential purposes, Schedule 70
woul d apply rather than Schedule 71

CHAl RMOVAN SHOWALTER: It's Puget's tariff,
but we approved it so it's our tariff.

MS. ARNOLD: That's true.

JUDGE MOSS: Let's nopbve on and hear from

Clyde Hill and we can return to questions |ater.

MR. RUBSTELLO  Good norning. | first wanted
to thank you for allowing us to have this ora
argunent. | think it's inportant to not only clarify

any facts but to have this dialogue that you' ve just
had in terns of getting questions asked, and |'m going
to be happy to do that with you, and I'd like to
address sonme of the sane questions and give you sone
answers that were addressed in the previous
conversati on.

I've placed up on the tripod a nmap of the
City of Clyde Hill. W have sone very good sti pul ated
facts in this case. Clyde Hill is virtually entirely a
residential comrmunity. There are only two commercia
busi nesses in the entire city, and those are the two
pi nk shaded dots up in the |l eft-hand corner. One is a
gas station mni-mart at a freeway intersection. The
other is a Tully's coffee shop. Oherwi se, the entire



town is residential, and the conversion area, which is
outlined in the pink line, is entirely residential, and
PSE has stipulated in the facts that the two comrerci al
users in town receive their electricity froma
different distribution system They don't receive it
fromthe distribution that runs through the conversion
area, and that the only conmercial businesses that are
all eged by PSE to be used by this three-phase wre that
runs down 92nd Avenue Sout heast, which is outlined in
green on ny map, are somewhere outside of the City of
Clyde Hill. They don't say where they are, how far
away they are, but they are not in Clyde Hill and they
are not within the conversion area.

| take a slightly different |ook at the
| anguag