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SETTLEMENT AGREEMENT


I.
INTRODUCTION

1

This Settlement Agreement is entered into in order to compromise and settle all issues in this proceeding.  It is a “Full Settlement” pursuant to WAC 480-07-730(1). 

II.
PARTIES

2

This Settlement Agreement is entered into by:  Puget Sound Energy, Inc. (“PSE” or “the Company”); the Staff of the Washington Utilities and Transportation Commission (“Staff”); the Public Counsel Section of the Attorney General’s Office (“Public Counsel”); Northwest Industrial Gas Users (“NWIGU”); Seattle Steam Company ("Seattle Steam"); The Energy Project; and Nucor Steel Seattle, Inc. ("Nucor Steel") (collectively referred to hereinafter as the “Parties” and each individually referred to as a "Party").  

III.
BACKGROUND

3

On October 1, 2010, PSE filed revisions to its currently effective Tariff WN U-2, Natural Gas Service.  The filing requested an increase in charges and rates for service of $24,384,451, which equated to a 2.3 percent increase in overall revenues, to reflect increased costs over the test year ending June 30, 2010.  PSE submitted prefiled testimony and exhibits in support of its tariff filing.    
4

The Commission suspended the filing on October 28, 2010.  A prehearing conference was held in the proceeding on November 19, 2010, at which time the Commission granted petitions to intervene filed by NWIGU, Seattle Steam, The Energy Project and Nucor Steel.  Staff, Public Counsel, NWIGU, The Energy Project, and Seattle Steam conducted discovery on the Company’s prefiled direct testimony and tariff filing.  

5

The Parties undertook settlement discussions on January 14, 2011, for purposes of resolving contested issues in this proceeding.  The Parties have reached a mutually agreed upon settlement and now wish to present their agreement for the Commission’s consideration.  The Parties therefore adopt the following Settlement Agreement, which is entered into by the Parties voluntarily to resolve matters that were in dispute.  This Settlement Agreement is filed in the interest of expediting the orderly disposition of this proceeding.  This Settlement Agreement is being filed with the Commission as a “Full Settlement” pursuant to WAC 480-07-730(1).  

6

The Parties understand that this Settlement Agreement is subject to Commission approval, and hereby respectfully request that the Commission issue an order approving this Settlement Agreement in its entirety.  This Settlement Agreement requests new natural gas tariff rates to go into effect on April 1, 2011.  Thus, the Parties request that the Commission hold a hearing on this Settlement Agreement on or about March 1, 2011, and reschedule the public comment hearing in this docket for that date. 

IV.
AGREEMENT

A.
Revenue Requirement
7

The Parties agree to a revenue requirement increase of $19,000,000, which constitutes a 1.8 percent increase in overall revenues, with the resulting rate increase to become effective on April 1, 2011.  The Parties have not allocated the increase in revenue requirement to specific ratemaking adjustments.  However, the settlement is a compromise among the Parties to resolve operating expense, interest expense, and other issues raised during review of the filing.  The Parties agree that the $19,000,000 revenue requirement increase will result in rates for natural gas service that are just, fair, reasonable and sufficient, given the evidence filed by the Parties, the discovery undertaken in this case, and the revenue allocation and rate design agreed to by the Parties in the next section of this Settlement Agreement.  
B.
Revenue Allocation and Rate Design

8

Attachment A hereto shows the revenue requirement allocation among rate schedules and the rate design to be effective April 1, 2011, under the terms of this Settlement Agreement.  Attachment B includes the specific tariff schedules necessary to implement the agreed upon revenue allocation and rate design.

The rate spread agreed to by the Parties is the same rate spread for natural gas customers that was agreed to and approved by the Commission in PSE's 2009 general rate case, Docket UG-090705.  The rate design agreed to by the Parties in this proceeding is the same rate design PSE proposed in this case, except that the monthly residential customer charge will remain at $10.  
C.
Transportation Tariff:  Monthly Balancing and Related Penalty Provisions
9

PSE agrees to modify its transportation tariff provisions to mirror Northwest Pipeline's monthly balancing and related penalty provisions.  Such modification will take place in a separate filing, which PSE agrees to file within thirty days of a Commission order adopting and approving this Settlement Agreement. 
D.
Depreciation for Water Heaters
10

The Parties agree to the lower depreciation rates for gas water heaters proposed in the Company's initial filing, as set forth in the Prefiled Direct Testimony of John H. Story Exhibit No. ___ (JHS-1T), pages 16 through 18, and Exhibit No. __ (JHS-4), page 4.11.  The Parties request that the Commission approve these new depreciation rates that will remain in effect until the Company’s next depreciation study results are presented and accepted by the Commission.  
E.
Natural Gas Tariff Evaluation:  Firm and Interruptible Customers
11

PSE is in the process of reviewing, and agrees to continue its review of, its natural gas tariffs as they relate to recovery of costs from firm and interruptible customers on Schedule 85, 86, 87, 85T, 86T and 87T.  Prior to filing its next general rate case, PSE agrees to meet with Staff, Seattle Steam, NWIGU, Nucor Steel, and other interested Parties to inform them of the progress of its review of these natural gas rate schedules and preliminary findings.  
F.
Low Income Assistance
12

The Parties agree to support an increase in the annual level of low-income natural gas bill assistance funding when PSE files its low income tariff (Schedule 129) for the next program year—but not later than October 1, 2011.  The Parties agree to support an increase in an amount that corresponds to the percentage total revenue increase the Commission approves in this proceeding for the residential class of natural gas customers.  
G.
Subsequent Rate Case
13

PSE's next natural gas rate case will be a “general rate proceeding” that meets at least one of the criteria set forth in WAC 480-07-505(1).
H.
Miscellaneous Provisions

14

a.
The Parties agree to support the terms and conditions of this Settlement Agreement as a settlement of all contested issues in the above-captioned proceeding.  The Parties understand that this Settlement Agreement is subject to Commission approval.  

15

b.
This Settlement Agreement represents an integrated resolution of the matters at issue in this case.  Accordingly, the Parties recommend that the Commission adopt this Settlement Agreement in its entirety.  

16

c.
The Parties will cooperate in submitting this Settlement Agreement promptly to the Commission for approval, and will cooperate in developing supporting materials as required in WAC 480-07-740(2)(a).  The Parties agree to support the Settlement Agreement throughout this proceeding, provide witnesses to sponsor such Settlement Agreement at a Commission hearing, and recommend that the Commission issue an order adopting the Settlement Agreement in its entirety.  

17

d.
In the event the Commission rejects this Settlement Agreement, the provision of WAC 480-07-750(2) shall apply.  In the event the Commission accepts the Settlement Agreement upon conditions not proposed herein, or approves resolution of PSE’s natural gas tariff increase filing through provisions which are different than recommended in this Settlement Agreement, each Party reserves the right, upon written notice to the Commission and all Parties to this proceeding within ten (10) days of the Commission’s order, to state its rejection of the conditions or differing provisions.  In such event, the provisions of WAC 480-07-750(2)(a) will apply and the Parties agree to cooperate in the development of a schedule that concludes the proceeding on the earliest possible date.

18

e.
The Parties enter into this Settlement Agreement to avoid further expense, uncertainty, and delay.  By executing this Settlement Agreement, no 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 Agreement, and except to the extent expressly set forth in this Settlement Agreement, no Party shall be deemed to have agreed that this Settlement Agreement is appropriate for resolving any issues in any other proceeding.  Nor shall the facts, principles, methods, or theories employed in arriving at the terms of this Settlement Agreement be deemed to have any precedential effect in any subsequent proceeding.
19

f.
This Settlement Agreement may be executed in counterparts, through original and/or facsimile signature, and each signed counterpart shall constitute an original document. 

20

g.
In support of this Settlement Agreement, the Parties further stipulate that the testimony and exhibits that were prefiled by PSE on October 1, 2010, and the testimony of the Parties filed in support of this Settlement Agreement, should be admitted into evidence in the record of this proceeding.  
DATED:
January 27, 2011
	PUGET SOUND ENERGY, INC.





By 





      Tom DeBoer 
      Director Federal & State Regulatory Affairs


	WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION STAFF 


By 






      Robert Cedarbaum
      Assistant Attorney General



	PUBLIC COUNSEL SECTION,
OFFICE OF THE ATTORNEY
GENERAL OF THE STATE OF
WASHINGTON 


By 





     Simon ffitch
     Senior Assistant Attorney General
     Public Counsel Section Chief
	NORTHWEST INDUSTRIAL GAS USERS




By 





      Tommy A. Brooks
      Attorney for NWIGU


	SEATTLE STEAM 


By 





     Elaine L. Spencer
     Attorney for Seattle Steam
	THE ENERGY PROJECT




By 





      Ronald L. Roseman
      Attorney for The Energy Project


	NUCOR STEEL


By 





     Damon  E. Xenopoulos
     Attorney for Nucor Steel

	


ATTACHMENT A
ILLUSTRATION OF THE RATE SPREAD AND
RATE DESIGN EFFECTIVE UNDER
THE TERMS OF THIS SETTLEMENT AGREEMENT

ATTACHMENT B
TARIFF SCHEDULE
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