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BEFORE THE WASHINGTONSTATE
UTILITIES AND TRANSPORTATIONCOMMISSION

WASHINGTONUTILITIES AND
TRANSPORTATIONCOMMISSION,

DOCKET NO. UG-060256
Complainant,

v. CASCADE’S STATEMENTOF
POSITIONIN RESPONSETO PUBLIC

CASCADENATURAL GAS COUNSEL’S MOTION TO COMPEL
CORPORATION, SUPPLEMENTATION

Respondent.

I. INTRODUCTION

On March 30,2006, thePublic CounselSectionof theAttorneyGeneral’sOffice (“Public

Counsel”)filed arequestfor relief, styledasa “Motion to CompelSupplementationof

Cascade’sGeneralRateCaseFiling” (“Motion”). Thecited authorityfor theMotion was

WAC 480-07-500and-510,whichpertainto thefiling requirementsfor GeneralRate

Proceedings.By NoticeddatedApril 3, 2006,the Commissionprovidedan opportunityfor

partiesto file written statementsofpositionwith respectto Public Counsel’sMotion.

Pursuantto thatNotice,CascadeNaturalGasCorporation(“Cascade”or“the Company”)

submitsthefollowing Statementof Position.

II. CASCADE’S STATEMENTOF POSITION

2 OnFebruary14,2006, Cascadecommencedthis proceedingby filing a generalrate

applicationseekingan increaseof $11.7million, or4.47%. Theapplicationwassupported

by thetestimonyand supportingexhibitsofeight (8) witnesses:

David Stevens,PresidentandCEO, policy
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• Dr. RogerMorin, expertwitness,returnon equity andequityratio

• Philip W. Mote,WashingtonStateClimatologist,weathernormalization

• LamarMaxwell Dickey, expertwitness,costofservice

• F. JayCummings,expertwitness,proposedSafetyandReliability

InfrastructureAdjustmentMechanism(“SRIAM”)

• JonT. Stoltz, SeniorVice President,RegulatoryandGasSupply, summary

scheduleof all adjustments

• KatherineJ.Barnard,SeniorDirector,RegulatoryAffairs, restatingandpro

formaadjustments

• JamesHaug,Controller, incometax on pro formacapitalization

• MatthewD. McArthur,Treasurer,costofdebt

3 In additionto thetestimonyof eightwitnessesand47 supportingexhibits, theApplication

wasaccompaniedby theSummarySheetrequiredby WAC 480-07-510(4),therequired

NoticeofTariff Change,andtariff sheetsreflectingtheproposedrevisions. TheCompany

hasalsoprovidedworkpapersthatwereusedin thedevelopmentof thetestimonyand

exhibit, asrequiredby WAC 480-07-510(3),andis continuingto providesupporting

documentationaspartof thediscoveryprocess.With respectto theotherrequirementsof

WAC 480-07-510:

• In compliancewith WAC 480-07-510(3)(a),Mr. McArthur’s Exhibit
(MDM-2) presentsthedevelopmentofthe Company’srequestedrateof
return,assupportedby therecommendationsofDr. RogerMorin’s testimony
(Exhibit (RAM-iT)).

• Mr. Stoltz’sandMs. Barnard’stestimony(Exhibits (JTS-1T)and
(KJB-1 T)) andaccompanyingexhibitspresentthedetailedportrayalof
restatingactualandpro formaadjustments,asrequiredby WAC 480-07-
510(3)(b).

• Thedetailedportrayalofrevenuesourcesandchangesin samerequiredby
WAC 480-07-510(3)(c)is includedin Mr. Stoltz’s testimony(Exhibit
(JTS-1 T)) andaccompanyingexhibits.

• Mr. Stevens’testimony(Exhibit (DWS-1T)) explainswhy theCompany
hasnot achievedits authorizedrateof returnandthestepstheCompanyhas
takento improveits earnings,asrequiredby WAC 480-07-510(3)(d).
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• Therepresentationoftheactualratebaseandresultsof operationduringthe
testperiod,asrequiredby WAC 480-07-510(3)(e), is includedin the
testimonyandaccompanyingexhibitsof Ms. Barnard.

• Mr. Dickey’s testimonyandexhibitspresentthecoststudiesperformedor
reliedon to preparetheCompany’sfiling, asrequiredby WAC 480-07-
5 10(6).

4 TheCompanyrespectfullysubmitsthatit hascompliedwith thefiling requirementsfor

GeneralRateProceedings,asset forth in WAC 480-07-510, in all materialrespects.

5 Nonetheless,in the interestsofcooperatingwith thepartiesto this proceedingandthe

orderlyprocessingof this filing, theCompanyis agreeableto providingadditional

informationto supportits filing, in responseto someofthespecificrequestsidentifiedin

PublicCounsel’sMotion. Thespecific issuesraisedin theMotion arediscussedbriefly

below.

III. RESPONSETO INDIVIDUAL ITEMS IN THE MOTION

6 TheMotion claimsthattheCostof Servicestudy lackssupportingworkpapers.1Motion at

¶~J4-5. In particular,theMotion pointsout that “the Companydid not file ScheduleLMD-3

andLMD-4 with its openingtestimony.” In fact, thesescheduleswereincludedaspartof

theCompany’sdirectcase,butwerenot labeledin amaimercorrespondingto Mr. Dickey’s

testimony. EachofMr. Dickey’s exhibitscontainsa Schedule3 anda Schedule4.

Mr. Dickey’s Exhibit (LMD-2), theunadjustedperbookscostallocation,includes

Schedule3 (ratebase,4 pages)and Schedule4 (expenses,3 pages). Similarly, Mr. Dickey’s

Exhibit (LMD-2ADJ), theadjustedcostallocation,includesSchedule3 (ratebase,

1 Thispoint is discussedin paragraphs4 and 5 of theMotion, underaheading

relatingto the$37million identifiedin theSRIAM proposal. Theheadingwhich relatesto
thework paperssupportingthecostof servicestudy appearson page3, abovean argument
which relatesto theSRIAM. For easeof understanding,thepointswill beaddressedin the
orderof theirpresentationin thebody oftheArgument,regardlessofhow theywere
characterizedin theheadings.
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4 pages)andSchedule4 (expenses,3 pages).TheCompanyregretsthemisunderstanding

arisingfrom this incorrectlabeling. With respectto themerits,however,thereferenced

scheduleswereincludedin theCompany’sdirectcase,andhavebeensupplementedby

additional costofserviceworkpaperssubmittedby theCompanyto theparties. In response

to subsequentrequestsfor documentation,theCompanywill file additionalworkpapers

whichrelateto Mr. Dickey’s calculations.

7 Additionally, theMotion suggeststhat Cascadeis obligatedto providework papersto show

“how allocationfactorsweredevelopedorhowthepeakdemandsby classwere estimated.”

Motion at ¶ 5. Thismaterialis not requiredto be includedin work papersunderthecurrent

rules. In thecurrentrulemakingdocketrelatedto proceduralrules, DocketNo. A-050802,

theCommissionis consideringproposedchangesto WAC 480-07-510(3)to addthe

requirementthat theworkpaper“containthedetailedsupportfor the developmentof [a]

percentageor factor, togetherwith an explanationofwhy that factoris appropriate.”In

respondingto commentson thisproposedchange,theCommissionacknowledgesunder

currentpracticethat “[t]he typeofinformationaddressedin this rule is almostalwayssought

via discovery,”andthat thepurposeof theproposedrule changeis “to promoteefficiencyby

makingtheexchangeof this informationstandardoperatingprocedurewithout theneedfor

numerousdatarequestsandthedelayassociatedwith thediscoveryprocess.”Comment

Matrix, CR-i02filing ofApr. 4, 2006, at 31. Basedon this statement,it is clearthat under

thecurrentrules,Cascademaysupplyallocationfactorandpeakdemandinformationin

responseto datarequestsratherthanin its initial filing.

8 With respectto theproposedSRIAM, theMotion statesthat the$37million in expenditures

for reinforcementandreplacementis unsupportedin thefiling. Motionat ¶~J6-7. The

Companyis not seekingrecoveryofthe $37million in expendituresin this filing; the
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Companyis requestingtheimplementationof theproposedSRIAM, throughwhich

expendituresofthis typewill be recovered.Theintentoftherule cited by PublicCounsel—

WAC 480-07-510— is to assurethefiling ofworkpapersrelatedto proposedratechanges

thatwould go into effectattheconclusionof theratecase.Approvalof theproposed

SRIAM, however,will haveno immediateeffect. Thetestimonyof Mr. Cummingsexplains

theproposedSRIAM andprovidesdatasupportingtheneedfor themechanismin his

testimony. ExhibitNo. (FJC-JT). As Mr. Cummingsexplainsin his testimony,

Cascadewill providedetailsof specificinvestmentplanseachyear,with sixty day advance

noticeto allow review. Id. at 7. Theproposedtariff sheetsimplementingtheSRIAM

confirmthat theCompanywill identify theprojectswith particularitybeforethecostsare

eligible for recoveryin rates. Exhibit (JTS-9),Schedule7, at 8. The$37 million figure

from Mr. Cummings’testimonyis simply abudgetamountfor years2007through2011.

Exhibit (FJC-1T)at 4. TheCompanyis willing to providesomeadditionalinformation

to supportthesebudgetedfigures. But it is not theCompany’sintent that sufficient

documentationbeprovidedin this caseto permit approvalofthe$37 million in

expenditures.Thepoint ofthetestimonyis to illustratethemagnitudeofthecapital

investmentinvolved. Thesupportfor suchrecovery,andthedeterminationasto whether

suchexpenditureswill be recovered,arepartofthereviewprocessundertheproposed

SRIAM.

9 TheMotion claimsthat the$58 million in anticipatedexpendituresfor new distribution

mainsandservicesreferencedin Mr. Stevens’testimonyis “without supportingtestimonyor

documentsasrequiredby therule.” Motion at ¶ 8. Again, recoveryfor theseamountsis not

beingsoughtin this case;thepoint ofthetestimonyis to illustratethecapitalrequirements

oftheCompanyon agoing forwardbasis,to supporttherequestfor an adequaterateof
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returnthatwill allow theCompanyto raisethenecessarycapitalon reasonableterms.

Again, WAC 480-07-510(3)doesnot list suchprojectionsamongtheitemsfor whichwork

papersarerequiredto be filed. Theseprojectedcapitalexpendituresarenot beingproposed

for ratebaseinclusion,so theydo nothaveto be substantiatedin the initial filing.

WAC 480-07-510(3)(a) requiresa“detailedportrayalof thedevelopmentofthecompany’s

requestedrateofreturn,”butprojectedcapitalexpendituresareonly tangentiallyrelatedto

therequestedrateofreturn. Theappropriatereturnon equityis basedon thereturns

availableto shareholdersin otherinvestmentsof equalrisk; it hasnothingto do projected

capitalexpenditures.Thereasonfor mentioningtheprojectedcapitalexpendituresis simply

to pointout that customersalsobenefitfrom a fair returnon equitybecausetheutility is

therebyableto borrowmoneyatfavorablerates. In theinterestsofmeetingtheparties’

informationneeds,however,theCompanycanprovideadditionaldatato supportthe

budgetedfigures.

10 TheMotion statesthat thetestimonyregarding$150,000in proposednewspendingfor

“ConservationPrograms”doesnot “explainhow this numberwasarrivedat in this caseor

whatexactlywill bepromoted.” Motion at ¶ 9. Ms. Barnard’stestimonyprovidesadequate

explanationfor this adjustment:

TheCompanyanticipatesactivelymarketingandadvertisingthe
benefitsof conservationuponapprovalof theConservation
RewardsProgram. TheCompanyestimatesthat it will increaseits
promotionof thebenefitsofconservationthroughradioand
newspaperadvertisementsalongwith direct mail brochuresin
additionto theCompany’scurrentapproachofpromoting
conservationonly throughbill inserts. Additionally, theCompany
will pursueopportunitiesto providecommunityeducation,by
workingwith theoffice ofCommunityTradeandEconomic
Development(CTED)andotherlocal agenciesandparticipatingin
energyfairs andhomeimprovementshows.

CASCADE’SSTATEMENT OF POSITION
IN RESPONSETOPUBLIC COUNSELMOTION - Page6
Portlnd3-1547139.10004955-00009



Exhibit (KJB-1T)at 18. Additionalsupportfor this modestexpenseamountis included

in Ms. Barnard’sExhibit (KJB-19), which indicatesthat $100,000will be spentfor

printing andgraphicsmaterialsand $50,000is for mailing costs.

11 Accordingto theMotion, theCompanyalsofailed to identifywhich DSM programs“will

seeincreasedspendingor howmuchtheywill beincreased.”Id. As indicatedin

Mr. Stoltz’s testimony,the Company’sIntegratedResourcePlan(“IRP”) identifiesthe

programsfor which additionalexpendituresarewarranted.Exhibit (JTS-JT)at 30.

Additionally, Cascadewill haveaConservationPotentialStudyconductedin its Washington

serviceareasto help identify additionalconservationopportunitiesthat havenot yetbeen

identifiedin theIRPprocess.Exhibit (KJB-17), line 12.

12 TheMotion statesthatno supportis providedfor the$800,000proposedfor low-income

assistance.Motionat ¶ 10. As indicatedin Ms. Barnard’stestimony,this amountis

intendedto providefundingto theCommunityActionProgram(“CAP”) agencieswithin

Cascade’sserviceterritory to beusedfor bill assistanceto Cascade’slow-incomecustomers

andweatherizationprograms.Exhibit (KJB-1T) at 19. The Companyplansto work

with theCAP agenciesandCTED to identify thesuitableDSM opportunitiesfor low-

incomecustomers,andto determineanappropriateallocationbetweenweatherization

programsandbill paymentassistance.It will largelybe up to theCAP agenciesandCTED

to determinehow bestto meettheneedsof low-incomecustomerswith availablefunds.

Thus, it is difficult to provideadditionalsupportregardingthe$800,000in expendituresat

this stageoftheproposal.With respectto thederivationof the$800,000figure, the

percentagerepresentedby this level offundingroughlycorrespondsto thepercentage

providedby otherWashingtoninvestor-ownedutilities for similar low-incomeprograms.
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IV. CONCLUSION

13 Forthereasonsstatedabove,Public Counsel’sMotion shouldbe denied. Cascadehas

provided,andwill continueto provide, informationas requestedby theparties,both through

thedatarequestprocessandotherwise.With respectto theformal filing requirementsfor

GeneralRateProceedingsunderWAC 480-07-510,theCompanyrespectfullysubmitsthat it

hasmet therequirementsandthereis no basisfor requiring“supplementation”ofthe

Company’sfiling. TheissuesraisedbyPublicCounselarebestaddressedthrough

cooperativediscussionsandthediscoveryprocess,ratherthanthrougha litigious and

unproductivemotion practice.

DATED: April 7, 2006.
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CERTIFICATE OF SERVICE

I herebycertify thatI servedacopyoftheforegoingdocumentuponthepartiesofrecord
in this proceedingby first-classmail, addressedto saidparties/attorneys’addressesasshown
below:

JesseMiddleton
President
UFCWLocal 121-C
920 Hoim Avenue
Montesano,WA 98563

VincentJ.Diaz
InternationalRepresentative
InternationalChemicalWorkersUnion
1095MakahPlace
Fox Island,WA 98333

ScottMagie
ProjectDirector
Mint FarmEnergyCenterLLC
1200PrudentialBoulevard
Longview,WA 98632

GregTrautman
AssistantAttorneyGeneral
1400 S. EvergreenParkDrive SW
P0Box 40128
Olympia,WA 98504-0128

JudithKrebs
AssistantAttorneyGeneral
PublicCounselSection
900 FourthAvenue,Suite2000
Seattle,WA 98164-1012

Brad M. Purdy
Attorney atLaw
2019N

17
th Street

Boise, ID 83702

DATED: April 7, 2006.
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PaulaE. Pyron
ExecutiveDirector
NorthwestIndustrialGasUsers
4113 Wolf Berry Court
LakeOswego,OR 97035-1827

EdwardA. Finklea
ChadM. Stokes
CableHustonBenedict
Haagensen& Lloyd LLP

1001 SW Fifth Avenue,Suite2000
Portland,OR 97204-1136

Don Schoenbeck
RCS,Inc.
900 WashingtonStreet,Suite780
Vancouver,WA 98660

NancyGlaser
NW EnergyCoalition
219First AvenueSouth,Suite 100
Seattle,WA 98104

DanielleDixon
SeniorPolicyAssociate
NW EnergyCoalition
219 First AvenueSouth,Suite 100
Seattle,WA 98104


