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PUGET SOUND ENERGY, INC.

2 PREFILED DIRECT TESTIi\'IONY OF JOHN H. STORY
3 L INTRODUCTION
4 Please state your name, business address, and present position with Puget
5 Sound Energy.
6 My name is John H. Story. I am the Director of Cost and Regulation at Puget
7 Sound Energy. My business address is 10885 N.E. Fourth Street, Bellevue,
8 Washington, 98009.
9 Would you please provide a brief description of your educational and
10 business experience?
11 Please see Exhibit No.___ (JHS-2).
12 What topics are you covering in your testimony?
13 I will present the calculation of the adjusted test period, ratebase, working capital,
14 conversion factor and the overall revenue requirement for the electric results of
15 operations. I will explain the various adjustments to the results of operations for
16 the current test year and, after taking into account these adjustments, present the
17 adjusted test period and the resultant revenue requirement. Based upon the
18 adjusted test period revenues of $1;425;200;434 1,414.825,578 for sales to
19 customers, the total requested electric revenue increase is $84;446;431 82,819,884
Prefiled Direct Testimony of ‘ Exhibit No.___ (JHS-1T)
John H. Story Page 3 of 31
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increase.

2 I also present the impact of the general rate case adjustments on the Power Cost
3 Baseline Rate used in the Power Cost Adjustment (PCA) Mechanism.
4 - Please explain your Exhibit No.___ (JHS-E3).
5 The first page of this exhibit, Summary page, presents the unadjusted operating
6 income statement and Average-of-the-Monthly-Averages ratebase for the
7 Company as of September 30, 2003. Each of these items is then adjusted for the
8 summarized proforma and restating adjustments. The revenue deficiency is added
9 to the adjusted income statement and the impact on the operating income
10 statement is presented. The rest of the exhibit is composed of two sections,
i1 described below.
12 Pages E3-A through E3-D of this Exhibit No.___ (JHS-E3) present a summary
13 schedule of all the proforma and restating adjustments. The first column of
14 numbers, on page E3-A, is the unadjusted net operating income for the year ended
15 September 30, 2003 and the unadjusted ratebase for the same period. Each
16 column to the right of the first column represents a proforma or restating
17 adjustment to net operating income or ratebase. Each of these adjustments has a
18 supporting schedule, which is referenced by the page number shown in each
19 column title.
20 The last column, shown on page E3-D of the summary schedule, summarizes all
21 of the adjustments and is the adjusted test period results used to calculate the
Prefiled Direct Testimony of Exhibit No ___(KRK-2) Exhibit No, __ (JHS-1T)
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revenue deficiency.

2 IL ELECTRIC AND COMMON ADJUSTMENTS
3 Please describe each adjustment, explain why it is necessary, and identify the
4 effect on operating income or ratebase.
5 I will explain the adjustments generally in the order as they are shown on the
6 summary schedule.
7 Temperature Normalization
9 E3), page E3-A, column 2.01, which would have occurred, had the temperatures
10 during the test year been normal. The difference between the actual Generated,
11 Purchased and Interchange (GPI) and temperature normalized GP1 is adjusted for
12 system losses, allocated to the rate classes, and the revenue impact (based on the
13 applicable end step energy rate for each rate class) is calculated. See
14 Mr. James Heidell's testimony, Exhibit No. __ (JAH-1T), for a discussion
15 regarding the allocation to the rate classes based on the proposed rate class level
16 weather normalization methodology.
17 Net operating income is increased by $4,369,788 as a result of this adjustment.
18 Please describe how the test year delivered load was normalized.
19 Test year GPI load of 20,641 MWH were temperature normalized using a
Prefiled Direct Testimony of ExhibitNo__(KRK -2) Exhibit No.  (JHS-1T)
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1 technique that is comparable to that used by many utilities. The temperature

2 normalization process requires that an estimated relationship (coefficients)
3 between daily customer load and observed temperatures be calculated. Heating
4 degree days (HDD) and cooling degree days (CDD) are used to reflect this
5 temperature sensitive portion of load. It is necessary to have separate temperature
6 (or HDD and CDD) estimated coefficients for each month because of changing
7 temperature-load relationships during the year. With these estimated coefficients,
8 temperature normalized load can be approximated by multiplying the coefficients
9 by normal temperatures (in this case the thirty year average temperature 1973-
f1: 2002). The result s winperature normalized toad fur e test yedr « Lichican &
11 compared to actual test year load to determine the test year temperature load
12 adjustment. In this case, the test year temperature load adjustment is 97,905
13 MWH, or 91,638 MWH when adjusted for losses. This adjustment is the same
14 methodology as what the Company used in its rebuttal case in the Power Cost
15 Only Rate Case (PCORC) ﬁiing, Docket No. UE-031725. As agreed to in that
16 filing, the Company will be meeting with Commission Staff, plus other interested
17 parties, to attempt to reach consensus on a methodology for normalizing electric
18 loads. If these discussions result in a change to the methodology the Company
19 has used for this calculation, the Company will update its calculation once the
20 changes are identified.

21 Q. Please continue with your discussion of the proforma and restating

22 adjustments.
Prefiled Direct Testimony of Exhibit No.___ (JHS-1T)
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