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PROCEEDI NGS

JUDGE CAILLE: W are here for the first
prehearing conference in Docket No. UG 011607. This is
entitled, In the Matter of the Application of Northwest
Nat ural Gas Conpany. This matter concerns Northwest
Natural's request for approval of a corporate
reorgani zation to create a hol di ng conpany, Nort hwest
Nat ural Hol dco, in connection with the acquisition of
Portl and CGeneral Electric Conpany by Northwest Natura
Hol dco.

My nane is Karen Caille, and I'mthe
presiding admnistrative |law judge in this proceedi ng.
The conmi ssioners will be sitting on this matter but
obviously are not with us today. Today is January
24t h, 2002, and we are convened in a hearing roomin
A ynpia, Washington. Qur first matter today will be to
t ake appearances, and | woul d ask that you pl ease state
your full name, who you represent, your business
address, including your street address, tel ephone, fax
nunber, and e-nail address. |If we could start with the
Conpany.

MR VAN NOSTRAND: On behal f of Nort hwest
Natural, Janmes M Van Nostrand with the [aw firm of
Stoel Rives, LLP, 600 University Street, Seattle, Suite
3600. Zip code is 98101. Phone nunber is (206)



386-7665; fax, (206) 386-7500, and e-mail is

j mvannostrand@t oel . com Al so appeari ng on behal f of
Nort hwest Natural is Kendall J. Fisher, sanme firm nane,
same address; phone nunber, (206) 386-7526. E-mail
address, Kkjfisher@toel.com

JUDGE CAILLE: Thank you. For Conmi ssion
staff?

M5. JOHNSTON:  Sally G Johnston, assistant
attorney general. Street address is 1400 South
Evergreen Park Drive Sout hwest, O ynpia, Washington,
98504. M tel ephone nunber is area code (360)
664-1193. M e-nmuil address is sjohnston@utc.wa. gov.
My fax nunber is area code (360) 586-5522.

Al so representing Commission staff is Gregory
Trautman. He will provide his e-nail and tel ephone for
the record.

MR TRAUTMAN. Gegory J. Trautnan, assistant
attorney general. M tel ephone nunber is area code
(360) 664-1187, and ny e-nail address is
gt raut mra@wt c. wa. gov.

JUDGE CAILLE: Thank you. |Is there anyone
here from Northwest Industrial Gas Users?

MR STCKES: Hello. M nane is Chad Stokes
with the Northwest Industrial Gas Users. | work for
the law firm Energy Advocates. Qur address is 526



Nort hwest 18th Avenue. That's in Portland, O egon,
97209. Phone nunber is (503) 721-9118. Fax nunber is
(503) 721-9121. M/ e-numil address is

cst okes@ner gyadvocat es. com Al so representing the
Nort hwest Industrial Gas Users is Ed Finklea. H's
e-mai | is efinklea@nergyadvocates. com

JUDGE CAILLE: Your first nanme was Chad?

MR STOKES: Yes.

JUDGE CAILLE: Are there any other
appear ances?

MR TRINCHERG  Yes, Your Honor. On behalf
of Cal pi ne Corporation, Mark P. Trinchero of the |aw
firmDavis Wight Trenmaine, 1300 Southwest Fifth
Avenue, Portland, Oregon, 97201. Tel ephone nunber is
(503) 778-5318. The fax nunber is (503) 778-5299.
E-mai | address is marktrinchero@w .com

JUDGE CAILLE: You represent Cal pine?

MR TRINCHERO. Yes. That's Ca-l-p-i-n-e.

JUDGE CAILLE: Thank you. Are there any
ot her appearances before Robert? Gay, M. Comell,
pl ease.

MR CROWELL: Robert W Cromael |, Junior,
assistant attorney general, on behalf of public
counsel. M address is 900 Fourth Avenue, Suite 2000,
Mail Stop TB-14, Seattle, Washington, 98164-1012. M



t el ephone nunber is (206) 464-6595. M fax nunber is
(206) 389-2058. M e-nmmil address is
robertcl@tg. wa. gov, and, Your Honor, if | could

request a copy of the transcript. I'mnot there to
fill out the form

JUDGE CAILLE: We'Il take care of that for
you. Before we go any further today, | was just

reviewing the filing prior to coming in, and is it ny
understanding that the filing will be revised to
reflect a change in the transaction so that Northwest
Nat ural Hol dco will be purchasing PGE directly from
Enr on?

MR VAN NOSTRAND: Yes.

JUDGE CAILLE: But that has not cone in yet?

MR VAN NOSTRAND: No, it has not. This is a
copy of the schedule that | discussed with staff
counsel a couple of weeks ago.

JUDGE CAILLE: Thank you. M. Cromwel |, do
you have the two proposed schedul es before you?

MR CROWELL: No, | don't. Let ne have ny
secretary check the fax. | don't have anything yet.
Anot her option woul d be e-mail.

MS. JOHNSTON: They' ve been faxed,

M. Cromwel | .
MR CROWAELL: It has not been received,



Ms. Johnst on.

JUDGE CAILLE: Let's take care of the
petitions to intervene. |'ve received a petition to
i ntervene from Nort hwest Industrial Gas Users. Do you
have anything to add to your petition?

MR STCOKES: | think it's all stated in
t here.

JUDGE CAI LLE: Does anyone have an objection
to ny granting this petition? Then the petition of
Nort hwest Industrial Gas Users is granted. Cal pine?

MR TRINCHERO Yes. | would like to take
this opportunity to petition to intervene orally here
at the prehearing conference. Calpine is an
i ndependent energy producer currently devel opi ng
i ndependent power projects in the Northwest. It wll
likely be a potential supplier to the nerged conpany
and a potential conpetitor and customer of the nerged
conpany for natural gas.

JUDGE CAILLE: D d you nean to say
conpetitor? So supplier, conpetitor, and custormer?

MR TRINCHERO Yes, and therefore, it has an
interest in this proceeding, and we do not intend to
broaden the issues or the scope of the proceedi ng.

JUDGE CAILLE: Thank you. |s there any
objection to ny granting the oral petition of Calpine?
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Then Cal pine's oral petition is granted.

M. Trinchero, if you could supply nme with a
card so that | can make sure that the records center
gets all your information.

MR TRI NCHERO.  Yes, Your Honor.

JUDGE CAILLE: Thank you. | think the next
thing we shoul d consider is discovery. |Is there anyone
here who w shes the discovery rule to be invoked?

MS. JOHNSTON:. We certainly do.

MR CROMAELL: Yes, Your Honor.

JUDGE CAILLE: |'ve heard both from
Conmi ssion staff and Public Counsel w shing to have the
di scovery rul e invoked. |In that case, WAC 480-09-480
will be available to you. Everything is set forth
there, unless you want to offer any changes to what's
there. If you have any di scovery problens, please
contact me. | wll be avail able by phone, if
necessary. Do you think we need a discovery cutoff?

MS. JOHNSTON: Not at this tinme, Your Honor.

JUDGE CAILLE: A protective order?

MR VAN NOSTRAND: Yes, Your Honor. The
applicants request a protective order.

JUDGE CAILLE: Applicants have noved for a
protective order. |Is there anyone that objects to
that? Hearing none, then | will prepare a protective



order for the conmi ssioner's signature, and we will get
that out quickly.
That brings us to scheduling. Just as a

prelude, | have the comm ssioners' schedule for the
next year, and it's very full. [1've just glanced at
what you have requested. At least |'ve glanced at
staff's. | don't know if everyone knows, but the

Avista rate case and the PSE rate case is before the
Conmi ssion, plus there are sonme outstanding tel ecom
matters too that are taking up their tine. | can tel
you what the comni ssioners had scheduled in for this
hearing, that's their availability.

Now, there apparently are sonme holes in the
schedule, but let nme tell you what they have proposed.
They have proposed Septenber 25th through the 27th for
hearings. | see Staff has proposed June 17th through
the 19th. | can tell you unless the chairwnman's
schedul e, unless she's willing to forego her trip to
Washington D.C., she won't be avail able, but she may
consider that. So what | will probably need to hear
are argunents about why this needs to be heard earlier
t han Septenber so that we can create a record for the
conmi ssioners to review.

Al t hough on the record since | nentioned what
t he conmi ssi oners have proposed and what staff has



proposed, the conpany has proposed hearings for My 1st
through the 3rd. So does it appear we are going to
need four days of hearing? It looks to nme |ike we have
allotted only three.

M5. JOHNSTON: | think that would be
adequat e.

JUDGE CAILLE: You think three? May 1st
t hrough the 3rd, the conmissioners are sitting on
A ynpi ¢ Pipe Line hearings, according to this schedul e.
| think probably what shoul d happen nowis | need to
hear fromthe Conpany and the reasons for when you are
proposi ng the hearing and then probably hear from
staff, and | may have to issue an order with the
procedural schedule at a later tine than you fol ks
wal ki ng out of here know ng today.

MR CROWAELL: Your Honor, if | may be heard
on that issue. | amnot avail able through nost of
Septenber. 1've conpared May and June dates to what |
have got cal endared for Avista and PGE, and it's close
to other deadlines but does not directly conflict with
what |'ve got on ny calendar. So ny only objection
woul d be to those three days, the 25th through the 27th
of Septenber.

JUDGE CAILLE: Al right. M. Van Nostrand?

MR, VAN NOSTRAND: Thank you, Your Honor.



Referring back to our original application, we had
asked for a decision in this case by around the mddle
of May, which is also the date | believe we asked for
in Oegon. Since the application was filed, there has
been a prehearing conference in Oregon and a schedul e
devel oped in Oregon, and the schedule that | circul ated
to Ms. Johnston and that's been circul ated today
reflects the schedul e that was adopted in Oregon, and
t he approach we took in devel opi ng that schedul e was
basically to allow |ike a three-week |lag follow ng the
proceedi ngs in Oregon, recogni zing that there may be
sone benefits given that the vast mgjority of the
ratepayers and the rate base represented in this
transaction is okayed in Oegon and that the
proceedi ngs up here could be infornmed by what goes on
down there.

The Oregon schedul e provides for hearings
April 24th, briefs May 8th, and a Conmi ssion deci sion
on May 28th of 2002, so we had proposed a schedul e
roughly | aggi ng that by about three weeks and incl uding
in there opportunities for settlenent discussions and
settl enent conference where we woul d be able to present
for consideration of parties here of any settl enent
that may be reached in the O egon case.

The bullet point at the bottom of the



schedul e that was distributed nore or | ess sets out the
reasons we are requesting a somewhat qui cker schedul e

t han the Conmi ssion has contenplated. The first point
notes that the proposal would have largely tracks and

| ags by three weeks the Oregon schedule. The second
point we made is that the application we filed here in
Washi ngton is sonewhat different fromwhat was filed in
Oegon in that we are only seeking the approval of the
cor porate reorgani zati on of Northwest Natural to forma
hol di ng conpany, and the fact that that hol di ng conpany
will then acquire Portland General is included in the
application just as a matter of context only, but is
not somnet hing for which we are seeking authorization
for in this transaction. So we thought given that the
scope of this proceeding is somewhat narrower than what
is going on in Oregon, it was not unreasonable to
sonewhat track what is going on down there, albeit
slightly behind that.

The third point we wanted to enphasi ze is
that this conpany has been in front of the Conm ssion
fairly recently in a general rate case that was
concl uded about 16 nonths ago, so we feel the
Conmission is famliar with this conpany and the issues
and shoul d have sone satisfaction that the rates are
set on a cost-of-service basis and have been recently



reviewed and reset. The fourth bullet is the point we
made in our application as far as interest rates being
very low and the financing that it going to be
necessary to procure an order to close this
transaction. The applicant would |ike to take
advant age of those currently lowinterest rates, and so
basi cally, the sooner the better in terns of being able
to take advantage of the rates that currently exist.

Finally, since the application was filed, or
cont enpor aneous with the filing of the application was
the Enron bankruptcy. As the Conm ssion is aware,
Portl and General Electric is a subsidiary of Enron, and
t he whol e Enron controversy | ends a sense of urgency in
cl osing sone of these matters and renovi ng PGE from
that controversy, nore or less. Sone of the other
agenci es have stepped up the approval process in
connection with this transaction.

So that's the schedul e that we had proposed
and the basis for it, and Ms. Johnston has circul at ed

the staff proposed schedule to us yesterday, | believe,
and that's perfectly acceptable to the Conpany as well,
sonet hing along those lines. It's not materially

di fferent than what we sought, and we appreciate the
wi | lingness of staff to process this case nore
expedi tiously probably than they woul d ot herwi se, and



that schedule is acceptable to the Conpany or the
applicant as well.

JUDGE CAILLE: Does anyone el se wish to be
hear d?

MS. JOHANSTON: | would just |ike to point out
that Conmission staff is willing to defer to the
conmi ssioners in terns of scheduling. W recognize the
conmi ssioners' calendars are very full this year. |
al so want to point out that Conm ssion staff is
interested in having sone lead tinme built inin the
early stages of the case, particularly in light of the
fact that the case was reassigned to a different set of
staff menbers, so we woul d appreciate having nore tine
to study the application and prepare for technica
conferences and settl enent conferences and the |ike.

JUDGE CAILLE: So on both of these schedul es,
it shows technical conferences March 7th and 8th. Are
you saying nore tine than that or no?

M5. JOHNSTON:  That woul d be adequate, but in
the event the conmi ssioners are unable to sit before
Septenber in ternms of hearing, | think we would have
nore tine.

JUDGE CAILLE: Anyone else wish to be heard?
| think I have enough to take to the comm ssioners and
brief themon the proposed schedul es, and as | said,



the dates that they selected in Septenber are not
witten in stone, and I will convey the sense of
urgency that there is connected with this case.

One of the things that | need to bring up is
whet her there is going to be a need for any public
hearings. Public Counsel, have you given any thought
to whether we woul d need to schedul e a public hearing
inthis mtter?

MR CROWAELL: Yes, Your Honor. | think the
concern which is legitimate is that the nature of the
applicant's filing is not sonmething that readily | ends
itself to public input, other than at a very sort of
very general level, and there are certainly other
nmet hods by whi ch the Conmi ssion can encourage public
comments as it does already through other
conmuni cati ons.

JUDGE CAl LLE: Thank you.

MR, CROWAELL: Your Honor, just one |ast
thing for your consideration. M/ conflict in Septenber
runs fromthe 6th through the 28th

JUDGE CAILLE: | don't have anything nore to
di scuss today. D d the parties want to di scuss issues
at all? | do notice that there are settl enent

di scussions on both of these proposed schedul es, and
woul d think that certainly if there could be sone



agreenment reached, it would hurry things along. The
Conmi ssi on al ways encourages alternative forns of

di spute resolution, so if you need nediati on servi ces,
we can provide them M. Van Nostrand, | just want to
check with you again, the hearings in Oregon are

April...

MR, VAN NOSTRAND: Wednesday, April 24th is
t he day hearings begin.

JUDGE CAILLE: And then briefing is May 8th?

MR VAN NOSTRAND: Briefing is May 8th, and a
Conmi ssion decision is scheduled for May 28th.

JUDGE CAILLE: Al right. | think nost of
the people in this roomknow that you need to file with
t he Conmi ssion secretary, and we would need at |east 14
copies to take care of our internal distribution, so
original plus 14, and I will prepare a prehearing
conference order that nenorializes what we've discussed
today, and hopefully, it will also include a schedul e,
and | will ask that a protective order be prepared
right away for the conm ssioners' signature.

MR STCKES: If | could just add one thing.

I think the Northwest Industrial Gas Users woul d prefer

Staff's schedule. It would work better for the
proceedi ngs we are involved in. Thank you.
JUDGE CAILLE: | will note that. |Is there
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any ot her business to cone before the Conmmi ssion today?
Thank you very rmuch.

(Prehearing conference concluded at 2:00 p. m)






