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BEFORE THE 
WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION


	WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION,



Complainant,


v.

PUGET SOUND ENERGY, INC.,



Respondent.

	DOCKET NOS. UE-011570/UG-011571
(Consolidated)

MOTION TO STRIKE OF PUGET SOUND ENERGY, INC.


 AUTONUM 
Puget Sound Energy, Inc. ("PSE" or the “Company”) hereby moves to strike portions of the testimony and exhibits as detailed on Attachment A to this Motion.  PSE's full name and mailing address are:

Puget Sound Energy, Inc.
P.O. Box 97034
Bellevue, Washington  98009-9734
Attn:
Steve Secrist

Director, Rates and Regulation

 AUTONUM 
This Motion brings into issue the following rules or statutes: RCW 80.01.040; WAC 480-09-420, WAC 480-09-745, WAC 480-09-750.

I. INTRODUCTION

 AUTONUM 
In an interim relief case, the Commission takes a company as it finds it, with the recognition that a broader inquiry into the company’s needs and actions occurs in a different and subsequent regulatory analysis.  An interim case presents the question of whether relief is necessary to restore a company’s financial integrity, based upon a consideration of the company’s existing financial condition and short-term financial projections.  WUTC v. Washington Water Power Co., Cause No. U-80-13; 1980 Wash. UTC LEXIS 6, at *5-6 (June 2, 1980).

 AUTONUM 
An interim case, by necessity, is also an expedited proceeding, with the corresponding demand that the Commission and the parties focus on relevant evidence.  It is both burdensome and potentially misleading to undertake an analysis of issues that fall outside the appropriate and narrow scope of an interim proceeding.  These issues are appropriately heard at a later time, within the broader scope of regulatory analysis provided by a general rate case.

 AUTONUM 
To this end, PSE brings this motion to strike portions of the prefiled testimony and exhibits submitted by Public Counsel section of the Washington Attorney General’s Office (“Public Counsel”, the Industrial Customers of Northwest Utilities (“ICNU”), and the Staff of the Washington Utilities and Transportation Commission (“Staff”), for the reasons set forth below.

II.
BACKGROUND

 AUTONUM 
This proceeding concerns PSE’s request for interim relief filed with the Commission on December 3, 2001.  In that filing, PSE requested that the Commission grant the Company interim relief because PSE meets the standards for such relief set forth in the Commission’s decision in WUTC v. Pacific Northwest Bell Telephone Co., Cause No. U-72-30 (1972).

 AUTONUM 
The circumstances giving rise to PSE’s request for interim relief are attributable to events occurring in the wholesale markets, commencing on or about July 2001.  The evidence presented by Company in support of its requests for relief looks to actual financial conditions within this time frame (July 2001 through February 2002) and short-term projections that extend through the end of the interim period (October 31, 2002).

 AUTONUM 
On January 30, 2002, Public Counsel, ICNU and Staff submitted testimony responding to PSE’s request for interim relief.  Among the issues raised by such rebuttal testimony are:

· The Company’s capital structure, particularly its debt to equity ratio years prior to July 2001;

· The prudency of certain long-term resource contracts entered into by PSE prior to July 2001; and

· Financial decisions and information that relates to the time period prior to July 2001.

 AUTONUM 
PSE acknowledges that these may be important issues for the Commission’s consideration.  However, they are issues that can and should be considered at a later date, in the broader context of the general rate case.  The portions of the testimony and exhibits submitted on these factors should therefore be stricken, and examination of the Company’s witnesses on these matters should not be permitted.  Attached to this Motion as Attachment A is a listing of the specific pages and lines of materials submitted by Public Counsel, ICNU and Staff that are irrelevant to the Commission’s consideration of whether interim relief is appropriate.

III. ARGUMENT

A.
Portions of Public Counsel, ICNU and Staff Testimony That Addresses Matters Beyond the Company’s Current and Short-Term Financial Projections Should Be Stricken Because They Are Outside the Limited Scope of This Proceeding

 AUTONUM 
The Commission has recently affirmed the limited scope of an interim proceeding:

A request for interim relief . . . presents only the opportunity to review a short-term snapshot of the extent of need and to examine whether circumstances allow for a longer-term review or require that we take action immediately.

WUTC v. Olympic Pipe Line Co., Docket No. TO-011472, Third Supplemental Order (January 31, 2002) (hereinafter, “Olympic”).

 AUTONUM 
In that order, the Commission examined arguments made by two intervenors regarding how Olympic came to be in its current financial state.  The intervenors presented arguments on, among other things, the prudency of Olympic’s expenditures, the financial condition of the company’s shareholders and creditors, and the company’s capital structure.

 AUTONUM 
In considering Olympic’s request, the Commission rejected the intervenors’ invitation to examine these factors, holding that such issues were appropriate for analysis in Olympic’s ongoing general rate case:

We state the arguments not to resolve them but to acknowledge them, and to reiterate our expectation that the record in the general rate case will be sufficient to identify whether any of the questions have bearing on the appropriate regulatory result and, if so, to resolve them.

Olympic at 9; see also, id. at ¶ 35 (“Issues of whether the Commission will accept the actual structure or any of various hypothetical capital structures for purposes of setting long-term rates, and whether the Commission will require the owners to commit to changing the Company’s capital structure, are matters that can be addressed during the general rate proceeding.  For purposes of the interim, we focus on the debt component, as it represents the reality that the Company faces today.”).

 AUTONUM 
Similarly, in the case now before the Commission, ICNU and Staff present the Commission with arguments regarding the prudency of PSE’s activities in the natural gas market, its capital structure, and its previous financial condition.  These arguments are simply not part of the Commission’s analysis in determining interim rates.  See In re Avista Corp., Docket No. UE-010395, Sixth Supplemental Order, at 9 (Sept. 24, 2001) (“In this phase of the proceedings, the Commission will not determine the prudency of Avista’s power costs or make determinations regarding substantive issues that may be raised in subsequent proceedings concerning the appropriate treatment of such costs for rate and accounting purposes.”).  Rather, in an interim proceeding, the Commission looks at whether PSE has a short-term need for interim relief, applying the factors for interim relief set out in WUTC v. Pacific Northwest Bell Telephone Co., Cause No. U-72-30 (October 1972) (“PNB”).  The PNB factors do not address issues such a prudency, capital structure, or the Company’s historical financial record.

 AUTONUM 
The question facing the Commission is whether PSE has demonstrated its circumstances to be critical.  In the Olympic proceeding, the Commission held that an “interim proceeding entertains a short-term solution to an asserted urgent problem.”  Olympic at 16.  Thus, the Commission takes the company as it is, with the recognition that analysis of the company’s long-term needs may yield a different regulatory analysis.  “A company’s short-term need may require a different approach from the approach required to solve its long-term need.”  Id.; see also WUTC v. Washington Water Power Co., Cause No. U-80-13; 1980 Wash. UTC LEXIS 6, at *5-6 (1980) (“In exercising our statutory responsibility to regulate in the public interest we wish to note that the Commission when considering a petition for interim rate relief will not consider or give weight to long-range economic projections but will concern itself only with an analysis of existing and actual conditions and short-range projections, which in the main are least subject to volatile economic winds and are more conducive to credible reliability than long-range plans.”).  “The decision must be made solely upon the record and within the time frame that has close proximity to the claimed emergent conditions.”  Washington Water Power, 1980 Wash. UTC LEXIS at *12.

 AUTONUM 
The proper place to consider such long-term considerations as prudency, capital structure and the Company’s historical financial information is in the context of the general rate case, which is designed to “produce a thorough financial analysis, based on sound regulatory principles, and to yield a result that is fully appropriate for the Company’s long-term operations.”  Olympic at 17.

B.
Irrelevant Evidence Is Inadmissible and Must be Stricken

 AUTONUM 
WAC 480-09-745 provides that “[i]f irrelevant matter would unnecessarily encumber the record, the document will not be received in evidence . . ..”

 AUTONUM 
WAC 480-09-750 provides that “[i]rrelevant, duplicative, and inadmissible evidence burdens the commission and all parties.  To minimize that burden, the presiding officer shall to the extent possible exclude evidence that is irrelevant, repetitive, or inadmissible, whether or not a party objects to the evidence.”  (Emphasis added.)

IV.
CONCLUSION

 AUTONUM 
Based upon the foregoing, PSE respectfully requests that the Commission strike the portions of testimony and exhibits listed in Attachment A.

Respectfully submitted this _____ day of _________________, 2002.

PERKINS COIE LLP



By 



Markham A. Quehrn, WSBA #12795

Kirstin S. Dodge, WSBA #22039
Attorneys for Respondent Puget Sound Energy, Inc.
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Dated: February ___, 2002.


____________________________________

Pam Iverson

� PSE recognizes that in the Olympic decision, the Commission found that that company’s situation was “so different from past proceedings and so different from the combination of circumstances that we can reasonably anticipate in the future that we caution against the use of elements of this decision as a model for future decisions.”  Olympic at 4.  However, this caution appears to apply to the rather unusual financial circumstances facing that company and not to the general discussion of the nature of interim relief or interim proceedings contained in that order.


� For instance, in the Olympic case, the intervenors presented arguments that Olympic’s capital structure was unreasonable, that it could access money from its shareholders, and that it passed too much of its equity on to its owners.  The Commission did not consider these arguments for the purposes of determining whether Olympic was entitled to interim relief.  For instance, the Commission accepted Olympic’s capital structure, which consisted of 100% debt, and stated:


Issues of whether the Commission will accept the actual structure or any of various hypothetical capital structures for purposes of setting long-term rates, and whether the Commission will require the owners to commit to changing the Company’s capital structure, are matters that can be addressed during the general rate proceeding.  For purposes of the interim, we focus on the debt component, as it represents the reality that the Company faces today.


Olympic at 9.
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