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SETTLEMENT STIPULATION 


I. INTRODUCTION
1 
This Settlement Stipulation (“Settlement”) is entered into by the following parties in this case:  Puget Sound Energy, Inc., (“PSE” or “the Company”), the Staff of the Washington Utilities and Transportation Commission (“Commission Staff”), the Public Counsel Unit of the Attorney General’s Office (“Public Counsel”).  These parties are hereinafter collectively referred to as “Settling Parties” and individually as a “Settling Party.” 
2 
Because this Settlement is entered into by some, but not all of the parties to this case, and it resolves the issues in the docket, it is a “multiparty settlement,” as that term is defined in WAC 480-07-730(3).  

3 
This Settlement is subject to review and disposition by the Washington Utilities and Transportation Commission (“Commission”).  Section III of the Settlement is effective on the date of the Commission order approving it (unless the Commission establishes a different effective date).
II.
BACKGROUND AND NATURE OF THE DOCKET
4 
On September 13, 2013, the parties to PSE’s 2013 power cost only rate case (“PCORC”) entered into a settlement stipulation in Docket UE-130617, as well as other dockets that were consolidated with the 2013 PCORC.  As part of the 2013 PCORC settlement, PSE and the parties to the docket agreed to participate in a collaborative process “to address PCA and PCORC-related issues.”  As fully stated, the parties agreed to the following:
The Parties agree to participate in a collaborative process per WAC 480-07-720 to address PCA and PCORC-related issues.  The first meeting of the collaborative will occur in November 2013.  PSE agrees to provide information in response to reasonable requests for information from collaborative participants.  All issues related to the PCA or PCORC can be addressed in the collaborative, except the issues of whether the PCA or PCORC should continue, which are not issues for the collaborative.  If the Parties reach agreement in the collaborative, that agreement can be implemented in PSE’s next PCORC, subject to Commission approval.  If the Parties do not reach agreement, PSE agrees to initiate a docket no later than July 1, 2014, to address PCA and PCORC-related issues.  In such docket, any party may raise the issue of whether the PCA or PCORC should continue.

5 
On October 23, 2013, the Commission approved the 2013 PCORC settlement.  
6 
Consistent with the terms of the 2013 PCORC settlement stipulation, interested parties (the Settling Parties and Industrial Customers of Northwest Utilities (ICNU)) participated in a series of collaborative meetings to address issues with respect to PSE’s Power Cost Adjustment (“PCA”) mechanism, beginning in November 2013.  On June 13, 2014, the Commission granted the collaborative parties’ request to extend the July 1, 2014 deadline to October 1, 2014 to enable parties to continue work on a PCA modification proposal.
  The Commission subsequently granted a second motion for extension, extending the deadline to January 12, 2015.
  On January 9, 2015, the Settling Parties advised the Commission via letter that the Settling Parties had reached agreement on proposed changes to the PCA mechanism.  Industrial Customers of Northwest Utilities has advised that it opposes the settlement.
7 
This filing constitutes the agreement by all of the Settling Parties with respect to PCA and PCORC-related issues addressed in the collaborative and therefore PSE will not be required to initiate a new docket.  The filing presents modifications to PSE’s PCA mechanism that are supported by the Settling Parties.  The Settling Parties request that the Commission schedule a prehearing conference to establish further process for consideration of the Settlement. 
8 
The Settling Parties have reached agreement on the following terms of a Settlement, and respectfully request that the Commission approve the Settlement.   

III.
AGREEMENT
9 
The Settling Parties hereby stipulate and agree to the following modifications to PSE’s PCA mechanism:    
A. The following costs will be defined as “Variable Production Costs” and will continue to be tracked in the PCA imbalance calculation:
1. Fuel Costs  (FERC Account 501 – Steam Fuel and  FERC     


Account 547 – Fuel Costs)






       

2. Purchase Power Costs (FERC Account 555) 
3. Purchase and Sale of Non-Core gas (included in FERC Account 456.0)
4. Hedging Gains or Losses on Fuel and Power Purchases and related Brokerage Fees 
5. Wheeling costs (FERC Account 565)








6. Sales to others  (FERC Account 447)







7. Montana Electric Energy Taxes (included in FERC Account 408.1)



       

8. Amortization of Regulatory Assets and Liabilities amortized to FERC Accounts 501, 547, 555 and 565.  Inclusion of amortization of any other variable regulatory assets or liabilities will be decided in future general rate cases (“GRC”) or PCORCs.

9. Commission approved Equity Adder associated with a Coal Transition Purchase Power Agreement (PPA).
B. The following costs will be defined as “Fixed Production Costs” and will no longer be tracked in the PCA imbalance calculation:
1. Return on Fixed Assets for Production and specific transmission assets

2. Other Power Supply Expenses (FERC Acct. 557 –(including Payroll OH/taxes)) other than Brokerage Fees which are charged to FERC Acct. 557
3. Hydro and Other Production Operations and Maintenance Costs (including Payroll OH/taxes)

4. Transmission Expense associated with specific transmission assets


5. Transmission Revenue associated with specific transmission assets (FERC Account 456.1)
6. Depreciation for Production and specific transmission assets
7. Return on Regulatory Assets and Liabilities
8. Amortization of Regulatory Assets and Liabilities (Except amounts amortized to FERC Accounts 501, 547, 555 and 565, included in item A. above).

9. Property Insurance associated with Production Plant
C. The line of credit costs associated with the hedging program will be included as an element of PSE’s cost of capital and will be removed from the Power Cost Rate beginning with the rate effective date of the next GRC.
D. Both the Colstrip Availability Adjustment and the Price Adjustment for New Resources greater than two years will be removed.
E. The PCA  imbalance calculation will have the following annual Sharing Bands:  

1. Annual Dead Band: PSE is fully responsible for costs within $17 million above the Baseline Costs and will fully receive benefits within $17 million below Baseline Costs.
     
2. The First Sharing Band for: 

a. Annual Costs in excess of the baseline from $17 to 40 million (that is, in the customer surcharge direction) will be shared 50% to PSE and 50% to customers
b. Annual Benefits where Costs are below the baseline from $17 to 40 million (that is, in the customer rebate direction) will be shared 35% to PSE and 65% to customers. 

3. The Second Sharing Band for annual power costs or benefits in excess of $40 million above the baseline or lower than $40 million below the baseline will be shared 10% by PSE & 90% by customers.
4. The Third (former Fourth) Sharing Band is eliminated.






5. The threshold to determine the timing of rate refunds or surcharges is reduced from the existing $30 million cumulative deferral balance to a cumulative deferral balance of $20 million.





F. Other Items:  









1. PSE’s ability to file a PCORC will not change, including the continued use of the PCORC to update Fixed Production Costs referenced in part B above. However, for the five-year moratorium referenced in item 5 below, PSE will agree to a limited stay-out period after the filing of any PCORC.  Specifically, PSE will agree not to file a general rate case or PCORC within six months of the date new rates go into effect for any PCORC filing made during that five-year period.    
2. The interest rate on deferred customer surcharges or refunds will continue per current policy.
3. The Settling Parties agree to the following changes in exhibits and contents of compliance filings for the PCA and the PCORC to simplify testimony, exhibits and filings.
	Exhibit 
	Description
	PCORC/GRC Filing
	Annual Filing

	A-1
	Baseline Rate
	Yes
	Yes

	A-2
	Transmission Rate Base
	Remove
	N/A

	A-3
	Colstrip Fixed Costs
	Remove
	N/A

	A-4
	Power Costs
	Remove
	N/A

	A-5
	Production Adjustment
	Remove
	N/A

	B
	PCA Imbalance Calculation including Sharing Bands & Interest
	N/A
	Yes

	C
	Application of $40 Million Cap 
	N/A
	Expired

	D
	Regulatory Assets/Liabilities
	Remove
	N/A

	E
	Contract Adjustments
	N/A
	Removed


	F
	Colstrip Availability Adjustment
	N/A
	Remove

	G
	New Resource Adjustment
	N/A
	Remove


4. Implementation of changes to the PCA mechanism set forth in this agreement will occur on January 1, 2017.   PSE may file, and the Settling Parties agree to support, an accounting petition to request deferral of revenue variances associated with the recovery of Fixed Production Costs to bridge the two month period between implementation of the changes to the PCA mechanism on January 1, 2017 and the start of the rate year for PSE’s next general rate case (estimated to be March 1, 2017) where the continuation of the electric decoupling mechanism will be considered.  
5. The Settling Parties agree to a five-year moratorium on changes to the PCA mechanism, effective from the start of the modified PCA mechanism, January 1, 2017.
6. The Settling Parties are not bound to any position with respect to the continuation of decoupling or the treatment of Fixed Production Costs within the decoupling mechanism in PSE’s next general rate case.  However, if the electric decoupling mechanism continues for PSE after the review of decoupling in PSE’s next general rate case, the electric decoupling mechanism will include Fixed Production Costs that were formerly tracked in the PCA mechanism and which are identified in item III B above.  Nothing in this Settlement binds any party to any position with regard to treatment of costs in an automatic escalation factor mechanism (such as a K-factor) or in a multi-year rate plan.   
7. Total PSE Electric costs will be divided, or separately identified, into three categories: 1) Variable Production Costs (tracked through the PCA imbalance calculation), 2) Fixed Production Costs (that will be included in the electric decoupling mechanism if the mechanism continues), and 3) delivery costs (all other costs now included in the decoupling plan). 
8. Attachment A hereto provides a Summary of the Power Cost Adjustment Mechanism Settlement Terms, as revised by this Settlement, including examples of the exhibits to be used in future PCA filings.      
  IV.
GENERAL PROVISIONS

10 
Entire agreement; no precedent.  This Settlement is the entire agreement of the Settling Parties.  Accordingly, the Settling Parties recommend that the Commission adopt and approve the Settlement in its entirety.  This Settlement may not be cited as precedent in any proceeding other than a proceeding to enforce the terms of this Settlement.  The Settling Parties enter into this Settlement to avoid further expense, uncertainty, and delay and to meet the requirements from the 2013 PCORC Settlement.  By executing this Settlement, no Settling Party shall be deemed to have approved, admitted, or consented to the facts, principles, methods, or theories employed in arriving at the terms of this Settlement, and no Settling Party shall be deemed to have agreed that this Settlement is appropriate for resolving any issues in any other proceeding, except to the extent expressly set forth in this Settlement.  No Settling Party shall represent that any of the facts, principles, methods, or theories employed by any Settling Party in arriving at the terms of this Settlement are precedents in any other proceeding, except to the extent expressly set forth in this Settlement.
11 
Manner of execution.  This Settlement is executed when all Settling Parties sign the Settlement.  A designated and authorized representative may sign the Settlement on a Settling Party’s behalf.  The Settling Parties may execute this Settlement in counterparts.  If the Settlement is executed in counterparts, all counterparts shall constitute one agreement.  A Settlement signed in counterpart and sent by facsimile or emailed as a pdf is as effective as an original document.  A faxed or emailed signature page containing the signature of a Settling Party is acceptable as an original signature page signed by that Settling Party.  Each Settling Party shall indicate the date of its signature on the signature page.  The date of execution of the Settlement will be the latest date indicated on the signature page(s).

12 
Approval process.  Each Settling Party agrees to support the terms and conditions of this Settlement as a settlement of all contested issues between them in the above-captioned consolidated proceedings.  Each Settling Party agrees to support the Settlement during the course of whatever procedures the Commission determines are appropriate.  

13 
Commission approval with conditions.  In the event the Commission approves this Settlement, but with conditions, the Settling Parties will have ten business days to file a letter with the Commission accepting or rejecting each such condition.  If, in such a timely filed letter, a Settling Party rejects a condition, this Settlement is void and the Settling Parties will jointly and promptly request the Commission convene a prehearing conference to address procedural matters, including a procedural schedule for completion of the case.
14 
Publicity.  Each Settling Party has the right to review in advance of publication each announcement or news release another Settling Party intends to issue about this Settlement.  This right of advance review includes a reasonable opportunity for the non-issuing Settling Party to request changes to such an announcement.  While the issuing Settling Party is not required to make any such requested change, the Settling Parties agree that if a news release or announcement issued by a Settling Party refers to Commission Staff, it shall include a statement that Commission Staff’s recommendation to approve this Settlement is not binding on the Commission.
Dated this 27th day of March, 2015.  

	ROBERT W. FERGUSON 

Attorney General

______________________________

Sally Brown
Senior Counsel
Counsel for Commission Staff

	PUGET SOUND ENERGY, INC.

_______________________________

Ken Johnson
Director, State Regulatory Affairs 



	ROBERT W. FERGUSON 

Attorney General

______________________________

Simon ffitch
Senior Assistant Attorney General

Public Counsel 


	


� Settlement Stipulation, ¶ 25.  


� Order 07 (June 13, 2014).


� Order 09 (September 30, 2014).


� Transmission assets included in Fixed Production Costs include lines associated with Colstrip, the Northern Intertie and Third AC 


� The existing PCA labeled the bands as Deadband and Second, Third and Fourth Sharing Bands. The modifications in this Settlement label the bands as Deadband, First and Second Sharing Bands.


� Washington Utilities & Transportation Commission v. Puget Sound Energy, Inc., Docket UE-060266/UG-060267, Order 08, ¶¶ 28-33.
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