
presented by Mr. Russell.  In my testimony, I refer to Puget Sound Energy as “PSE," “Utility,” or “Company.”

Q.
Do you sponsor any exhibits?
A. Yes, I sponsor Exhibit Nos. _____ (MPP-2), (MPP-3), and (MPP-4), entitled “Summary Result of Operations & Revenue Requirement,”  “Restating and Pro Forma Adjustments,” and “Allowance for Working Capital,” respectively.

Q.
Would you please summarize Staff’s recommendation regarding PSE’s natural gas revenue requirement and revenue deficiency?

A.
Based on a rate base of $1,007,059,883 $1,036,370,013 and an overall rate of return of 7.80% recommended by Mr. Wilson, the Company’s natural gas revenue require-ment is $745,407,642 $745,418,097.   In order to achieve this revenue requirement, an increase in revenue of $11,255,223  $11,265,678 (1.53%) is needed.

Q.
Would you please describe Exhibit no. _____ (MPP-2) in more detail?

A.
Yes.  Exhibit No. ___ (MPP-2), which corresponds to Company Exhibit ___ (BAL-G3), summarizes Staff’s restating and pro forma adjustments, and shows 

the natural gas revenue deficiency of $11,255,223 $11,265,678.  Beginning on page 1 of Exhibit No. _____ (MPP-2), the first column entitled “Actual Results of Operations” reflects the test year (October 2002- September 2003) amounts and indicates PSE earned an actual rate of return of 7.87% 7.65% during the test period.  The second column entitled “Total Adjustments” is simply a tabulation of all the restating and pro forma adjustments shown on pages 2 through 4.  Finally, the column entitled “Revenue Requirement Deficiency” shows the impact of the $11,255,223 $11,265,678 increase given the overall rate of return requirement of 7.80%.


The first line on pages 2 through 4 of this exhibit indicates which Staff witness is responsible for the issues and the calculation of the amounts indicated in each particular adjustment column.

Q.
Can you explain the difference between the actual results of operation as shown by Staff in the first column of Exhibit No. ___ (MPP-2) and that of the Company as shown in the first column of Exhibit No. ___ (BAL-G3)?

A. There are two differences.  One relates to the calculation of the allowance for working capital as shown on line 44 in both Staff’s and the Company’s 

calculation and supporting calculation of the pro forma wage increase is shown on page 14 of Exhibit ___ (MPP-3).  The result of this adjustment is a change to the Company’s adjustment from a decrease to net operating income of $1,435,634 $1,429,653 to a net operating income decrease of $976,861 $982,842.   

2.14  Investment Plan – This adjustment is different from Company’s adjustment only because the basis of this adjustment is the wage adjustment.  The calculation of this adjustment is shown on page 15 of Exhibit ___ (MPP-3).  The result is a decrease to net operating income of $41,616 $41,872. 

2.15  Employee Insurance – This adjustment is based on the average eligible participants for each group of employees (Union and Salaried) during the test period and then applies the insurance rates that were negotiated between the Company and the two unions, IBEW and UA.  The average number of Union participants was 1,081 and the average number of salaried participants was 1,019. The Company’s adjustment is based on end of year employees.  Using average employee counts matches the definition of a pro forma adjustment, which is, test period volumes are adjusted for known and  

adjustment is a decrease to net operating income of $1,883,083 $1,894,612.


2.23  Investment Plan - This adjustment is consistent with the corresponding gas adjustment described earlier in my testimony.  The calculation of this adjustment is shown on page 25 of Exhibit ___ (JMR-3).  The result of this adjustment is a decrease to net operating income of $74,442 $74,901.


2.24  Employee Insurance - This adjustment is consistent with the corresponding gas adjustment described earlier in my testimony.  The calculation of this adjustment is shown on page 26 of Exhibit ___ (JMR-3).  The result of this adjustment is a decrease to net operating income of $825,326.

Q.
Do you have any further direct testimony at this time?

A.
No. 
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