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I}EFORE TIIE WASHINGTON UTILITIES AND TRANSPORTATION CONANISSION

WASFIINCTON UTILITIES AND
TRANSPORTATION COMMISSION.

DOCKET NO. UG-060256
Complainant,

CASCADE NATUR{L GAS
CORPORATION.

SEMLEMENT AGREEMENT

Respondent,

PARTIES

l- This settlement agreement is entered into by Cascade Narural Gas Corporation

("Cascade" or "the company"). Staff of the washington utilities and rransportation

Conrnrission ("Staff"), Public Counsel Section of the Washington Auorney General's Office

("Public counsel"), Northwesr Industrial Gas users ( 'NWIGU'), NW Energy Coalit ion

("NWEC'). The Energy Project, and Cost Managemenr Services. Inc. ("CMS") regarding

Cascade's pending general rate filing in the above docket.

RECITALS

2. On February 14, 2006. Cascade tiled rariffsheers seeking a general rare

increase of $l L7 million. or 4.47 % . The filing was based on normalized results of operations

lbr Washington for the test periocl ending September 30, 2005. The filing rvas suspenrletl by

the Conrrnission at its March 15, 2006 public nreeting.
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3. At rhe prehearing con|erence on April lr. 2006. NwrGU. The Ilnergy prcrjecr,

NWEC' Intcrrrational Chenical Workers Union. CMS. and Mint Far.rl [ irrer-gy Cenrer Ll.C

were grantcd intervention in the proceeding.

4. Following rl iscovery by Staff ancl the other panies on rhe Company's 4irect

testinlony' a settlement contbrence was convened at the Conlmission's offices on July 25.

Follow-up discussions were helcl the following week. On August 15. Staff. public Counsel,

NWIGU' The Energy Projecr, NWEC and cMS fired opposin*e tesrimony. sraff

recommended limiting the rare increase to $1.6 rnillion. No other party subnitred tesrimony

regarding an overall rcvcnue requirement recommendation: Public Counsel. NWEC. antl The

Energy I'roject subrnitted testirnony regarding revenues ro be recovered fronr Miscellaneous

Service Charges.

5. The Conrpany submitted rebuttat lestimony on Seplenrber 12. 2006: orher

parties also subnilted ct'oss-rebuttal testimony. Hearings are schetluletl lirr October 9-13.

'l'lrc suspension period ends on JanLrary 16.2001 .

6- Follorving discovery on the rebuttal testimony. the company. sraff, public

Corrnsel and other parlies convenecl settlement discussions for purposes of resolving or

narrowing the contesred issues in rhis proceeding-

7. The Company ancl Staff reached agreement on various revenue requirernent

issues in this proceeding. and tilctl a Stipulation on Revenue Requirenrent lssues ("Revenue

Stipulation") wilh rhe Cornrnission on Ocrober 4.20A6.

8. Tlte Ctrntpany. StaU'and NWIGU reached agrcemenl on various rale spread and

rate design issues. arrd lilcd a stipulation on Rate spreatl, Rate Desigrr lssues ("Rares

Stipulation") with the Comrnission on October 5.2Cfll6.
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9. The Conrpany. Staft NWIGU. pr.rblic Coun.sel. NWEC. The Energy project.

and CMS ("the Parties") have reached agreentent on cenain of the contested rssues in this

proceeding and rvish to present these agreements fbr the Commission's ctlnsideration. The

Parties theretbre adopt the following agreemenr, rvhich is entered into by the parties

volunJarily to resolve mafters in clispute among rhenr in the interests of expediting the orderly

disposition of this pnrceeding, This is a multi-issue setrlement resolving a number of

contested issues in the case. It should be notecl lhat Parties agreeing to re.solve one contested

isstte may or may not have agreed to resolve orher issues. Acconlingly, this multi-issue,

multi-pany agreement. u'hile an integrated docutnent. acrually contains a nuruLrer of stipulated

recommendations on individual issues. For ease of reference. horvever. the parties refer to the

docunrent as the ''settlenlent Agreement, " lrndersranding that it is not a global settlement. (i.e..

a settlement in rvhich all parties agree on the resolution of all issues presentecl fbr settlement).

The Senlement Agreenent is being filed with the Commission as a "Multiparry Settlemenr"

pursuant ro WAC 480-07-730(3).

AGREE\,IENT

10. Revenue Stipulalion. Staffand the Cornpany agree that the Revenue Stipulation

filed Oclober 4. 2006 shall be vacated. The revcnue requirement issues agreed upon by Staffand

the Cornpany in the Revenue Stipulation are incorporatecl into this Settlenrent Agrccmenr.

I |. Rates stipulaticrD. staff, the company. and NWIGU agree that the Rates

Stipulation filed October 5,2006 shall be lacatetl. Thc rate spread and rate design issues agreed

upon by Stalf, the Cornpany. and NWIGU in the Rates Stipulation are incorporared inro this

Se ttlement Agrccmcnt.
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12. Revenuc Requirement lssues. Staffand thc Cornpany agree that Cascade will

rcduce its revenue rcquirement rcquest to rcflccl tlre adjustnrcnts listed bclorv, rvhich result in a

rccontmended rcvcnuc requirernent irrcrcase of 57,061.536. or approximately 2,69%. Included us

Attachrnenl A is a surlrnary sheet sho*,ing the calculations supporting the rccornmended rer.enue

rcquirement incrcase. ExcL-pt as expressly set forth rvith respcct to individual issucs set fbrth

bclorv, t-to Party othcr than Staffand the Conrpany takcs a position rvith respect to the rcvenue

requirement issues set fbrth in this paragraph 12. No Party rvill take a position in this proceeding

rvilh respect to rcvcnuc requirenrent issues that is contrary to or inconsistent rvith the adjustmenls

sct firrth in this paragraph 12.

Cost of Capital. A uumber of issues rvere in dispute betrveen Staff and the

Company with respect to cost of capital, including retum on equity. common equity ratio, and

rvlrether short{emr dcbt should be included in the capital structurc. Although StalTand the

Cornpany rvere unable to reach agreenent on each of the components of the cost of capital, they

agree that lhe revenuc rcquirement fbr the overall return is S7.480.632, as sltorvtt on

Altuchment A. Public Counsel reserves thc right to take a position on cost of capital that may be

contrary or inconsistent rvith this paragraph l2(a).

b. Cas Manasenrent Services.

(i) Test I'eriod 
'I'reatmenl. 

Staffand the Conrpany agrce to acccpl thc

Cornpany's adjustment for "Removal of Non-Corc Competitive Serviccs Revenues and

Cas Costs." as sct forth in Exhibit Nos- _ (JTS-lT), pages 6-7. and -. (JTS-4):

provided. howcver. that such adjustment shall be revised to ret-lccl thc inclusion of

$200,000 in rcve,nues fronr Gas Managenrenl Serviccs tbr purposes of detennining lhe

rc-venue requircnrent in this procceding.
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(ii) Prospectit'e T)'eatnent. Thc Parties agree that ellbctive as of tlie

tlate of thu' Cornrtt issiort 's f inal ordcr in this proceeding and continiring unti l  t lre clftctive

datc of thc linll ordcr irr tlrc Conrpany's next gcneral rate case, thc Contpany rvill tlefer

fi l1y pcrccnt (50%) of thc Nct Margins realized each month by the Conrpany lbr Cas

Managcmcnt Scrviccs. Anounts defened in accordance with this paragraph l2(bxii)

shall be retunrcd on an equal percentage margin basis to all custorners. except special

Contract cuslomers- each year as part of ihe Company's Ternporary Det'crral Tracking

Adjustment (iling. comnrencing as of the filing in Fall 2007. For purposes of this section,

"Net lvtargin" lncans gross revenue from Gas Management Sen'iccs. lcss ( I ) the cost of

gas and (2) rcvcnuc-sensitive costs.

(iii) Tariff Revisiotrs. ln connection with the rlodificatior'!s to ratc

dcsign. thc Corrpany will bc filing revisions to Ratc Schedr.rles (r(r3 and (164 to inrplement

the recomnrcndcd rate design changes, The company and cMS agrec thot thosc tariff

ro'isions shall includc clinrination of the follorving languagc fronr the "othcr Scn,ices"

scction of the currcnt Schedules 663 and 664:

Cas Supplies purchased through the Conrpany rvill
be in accordance rvith the FERC rcgulations
(18 CFR Part284.402 Blanket Marketing
Cenificates).

(iv) Stiptlated Facts in Cotttplaint Proceeding. CMS has conunenced

a scparatc cornplairrt procceding against Cascade (Docket No. UC-06 | 256) witlr respect

to gas rnanagcnrurl serviccs. The Conrpany and cMS agree thal thc stipulated thcts

ilrcludcd a.s Altircllnent B to this Settlenrent Agrecrncnt shall be includcd as slipulatcd

lacts l i rr  purposcs ol ' the record in DocketNo. uG-061256. Tlre Corrpany shl l l  have the
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right to include additional stipulated lacts in thc dcvelopmcnt of lhe record in Dockct

No.  UC-061256.

c. Weather Normalization. For purposes of calculating a weather

nonnalization adjustnrent. Staffand the Company agree to use a r:rargin adjustrnent of $730,7?9,

as set forth in Exhibit No._ (J'rs-6). Schedulc l, Line 5, column (d). This is a sripulated

arnount for purposes only ofcalculating the revenue requirement in this proceecling; no Party

expresses arty view about the underlying methodology uscd to calculate either thc "normal"

heating degree days (HDDs) or the weather-sensitive cocfficients.

d. Pro Forma Adiustments. StatTand the Company agree on the follorving

treatmellt of various adjustmcnts in calculating the Company's revellue requirement in this

proceeding:

(i) Elirnination of rhe Cornpany's proposed pro lbnna adjustmenr for

Gas Management & Risk Management Software (pawinen, Exhibit No. _ (Mpp-l T),

pages i7-18).

(ii) Acceptance of thc Conrpany's proposed pro lbnna adjustment for

Integrated Resource Plannin-e costs (Barnard. Exhibit Nos. _ (KJB-lr), page l7 and

(KJB-17) .

(iii) Elimination of the Company's proposed pro forma adjustment for

CIS Hardrvare Upgrade (Pan,inen. Exhibit No._ (Mpp-1T), page l9).

(i") Acceptance of Stalls proposcd adjustment to reflect escalation

clauses in the Cornpany's Special Contracts with various customers (Parvinen. Exhibit

No._ (MPP- lT) ,  pagc 2 l ) .
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(v) Acceptatlce of Staffs proposed adjustrnent to rcstatc gas costs for

l-ost and Unaccounred For Gas (parvinen. Exhibit No._ (Mpp_1T). page l2).

(vi) Acceptance of Staffs proposr:d adjustmcnt to reslate Wages and

Related Costs (pan'inen, Exhibir No. -.- (Mpp- lT). page l2).

(vii) Acceptance of Staffs proposerl adjustment to resl:rtc books to

ret.lect actual Uncollectible Expenses (parvincn. Exhibit No. _ (Mpp- lr). page l3).

(viii) Acccptance of Slaffs proposed adjusrment for pro Forma Wages

and Related Costs (Pan inen, Exhibit No. _ (Mpp- tT). pages l3- l4).

(ix) Acceptance of Stafl's cnlculation of Working Capital (Pawinen,

Exhibit No._ (MPP-tT). pages 6-8: Exhibir No. _ (Mpp-4)).

(x) Use of a 34% tederal income tax rale, as proposed by StalT

(Parv inen.  Exhib i tNo._(MPP-|T) .  pages |5- |6) ,  inc lud ingthei rnpact  o f  thefedera l

income t&x rale on the uncontestcd adjuslments shorvn on Exhibit No._ (lvlpp-lT).

page 9, l ines 3- l4 and on the conversion factor (Exhibir No. _ (MPP-3). page 25).

{xi) Acccplancc of Stafl's proposcrl adjustrrrent lbr Conservation

Prumotional Advcrtising (Pan'inen. Exhibit No. _ (MPP- lT). pagc 20).

(xii) Acccptance of the Company's proposed rate casc cxpcnsc (Stoltz.

Exhib i t  No._ (JTS- l  l ) ) .

e. Evidentiary Support. As evidentiary support fbr thesc stipulated revenue

rcquirentent issues. lhc Parties cite certain testimony and exhibits of Staff rvitncss Michau-l P.

Pirrvincn (Exhibit Nos. __ (l!fPP-ll). _ (MPP-2), _ (MPp-;;, _ (Mpp-4), and

- (MPP-7)), certain testimony ancl exhibits of Company rvitness Katherine J. Bamirrd (Exhibit
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Nos' -- (KJB- lT) anil _._ (KJB-2)). and ccrtain testin.rony ancl exhibirs of Conrpany wirness

Jon T. Stoltz (Exhibir Nos. _ (j ' t 'S- lT). _- (JTS- 10T) antt _ (JTS- | l)).

13.  Miscc l laneousScrv iceCharges .

ir- Lcvel of Lrharges. Staff the company, pubric counscr. NwEC, ancr rhe

Energy Project agree that lhe Miscellaneous Service chargcs shall be as follorvs:

Disconncct Fee $ r0.00

Reconncct Fee (during rvork hours) $24.00

Afier I lours Reconnect Fec

Pilot Light Scn,ice

Late Fee

Minimr,rrl Latc Fee

Metcr Tanrpering Fee

NSF Check Return Charge

Ncrv Prenrises Charge

Account Activation Fee

Short Notice Locate Fee

$60.00 (except in case of medical
ernergcncy)

$20.00

I o/o per nronth, applicd to all unpaid
balanccs 30 days past due

None

Actual costs

$ r 8.00

s45.00

No chargc

No chargc

The Partics agrcc that tor purposcs of determining lhe Company's rcvenue requircnrcnt in this

proceeding' these Misccllarteous Service Charges shall be tleen:ed to producc revenues of

$I '442'480. or an incrcasc of$|. |29,498 o'cr resr period revenues of$3 l2,9g2.

b. Evidcntiary Support. As evidentiary sullporl tirr rhesc stipulated

Miscel lat lcoLrs Scrvicc Clrargcs. the Part ies citc ccrlain test imony and exhibits ol 'Sla1T witness

Michacl Par-vincn (Exhibir Nos. _ (Mpp- l : f) .  pages 22-25, and _ (rvrpp-5)) and ccrrain
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testimony and e'xhibits of Conrpany rr itness Jon T. Stoltz (Exhibit Nos. - (JTS- lT). pages l 5-

18, _ (JTS-9). Schedulc 2, and (Jl 'S- l0T), pages 32-35).

14. Lorv-lncorreAssistance-

Funding. Staff. tht: Cornpany, The Energy Project. Public Counsel. and

NWEC agrcc lhat the Company's proposul fbr $800,000 in arurual funding for low-incotlre

assislance, as described in Exhibit No. - (KJB-2 lT). pages 6-7. shall be included in the

revcnue rer;uirernent in lhis proceeding. Each year the Company shall apply in a tinrely lhshion

tbr Public Utility tax crcdits tbr its lorv-incomc assistance program: any and all credits will be

addcd to the base fund for lhc program. As described in thc testimony of The Energy Project

rvitness Eberdr. (Exhibit No. _ (cME- lT), pagcs 6-7). the cxisting nctwolk used by the

Washington Department of Cornmunity, Trade and Economic Development for the Lorv Income

l-lonre Energy Assistancc Program (LIHEAP) rvil l  be uscd. Funds wil l  he rl located

proportionally according to t-lt{EAP gas funds distribution in the Company's sen'ice territory.

b. Collection of Dara. The Company agrees that rvithin ninety (90) days after

the Comrnission's final ordcr in tlris proceecling. it rvill initiate a collaborative eflbrt rvith Staff'

represerrtatives ofThc Energy Project and othcr interested parties to track lorv-incornc issues by

i4cntitying antl collecting data pertinent to lorv-incorne cuslolrers irr thc Comparry's Washingtott

service territory. Such collaborative ellbrt shall also consider rvhether the Company should

inrplemenl an arrearage managelnent project lor lOw-income CuStomeIS. The -qoals for the

projecl would be reducing service terminations. retlucing ret'erral of delinquent cuslolrers to

rhird party collection agencies. reducing collection litigation and reducing alrearages. reducing

thc Company's costs associlted with these activit ies, aud i lrcreasing voluntary cuslonrer

payment of arrearages.

SETTLEMENT AGREEMENT _ PAgC 9
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15. Decoupling lvfcchanism. Staff. thc Company and NWEC agree that the Company

shall be authorized to inrplernent a decoupling nechanisrn. under the tenns and conditions set

lbrth in lhis paragraph 15. Public Counsel does not join in this portion of the Settlernent

Agreement, and expressly reserves tlre right to oFpose irnplernentation of decoupling and to

cross-cxamine rvitnesscs on this issue. No Party other than Staff the company, NWEC and

Public Counsel takes a position with respect to the implementation of decoupting. No Party

othet than Public Counsel u,ill take a position u,ith respect to irnplernentation of decoupling that

is contrary to or incon.sistent with this paragraph 15.

a' Scope of Mechanism. The nrechanisnr shall be a "partial" decoupling

tnechanisnr which defers rnaryin variances bascd on wcather-nomralized volumes (1.e., lhe scope

shall include only the non-rveatlrer related ell'ects that cause changes in usagc such as cuslomer

conservation and energy efficieucy inrprovenrents). as described in the testimony of Staff witness

Stervard (Exhibit No. - (JRS- I T). page 6. The nrechanisrl shall apply orrly to Rate Schedules

503 and 504. For purposes of calculating the base usage pel customcr and the resulting {eferrals,

no adjustmcnt shall be made tbr new custot.ners.

b' Weather Normalization Methodologv^ For purlloses of calculating the

irrpacts of wcather on use per custonrer for implementation of the dccoupling mechanisrl, the

Parties agree to use the Company's lveather normalization nretliodologry as set forth in Exhibit

Nos. _ (JTS-iT), pages 9-12. and _ (JTS-6). The parrics agree thar rhis rvearher

tronnalization rriethodology rvill remain in place throughout the Pilot Period. This is a stipulated

wcathcr nonralization rnethodology for purposes only of calculating delbnals uncJer the

decoupling mechanism: no Party expresses any vicrv about the un<lerlying methodology used to

calculatc cither the "normal" heating degree days (HDDs) or the rveather-sensitive coefficients.

SETTLEMENT AGREEMENT - paee l0
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c- Pilot Progranr. The decoupling mechanisn't shall be implemented on a

"pilot" basis, as described in thc testirnony of StatLrvitness steward (Exribir No._ (JRS-1T),

pages I 6- l 7. The mechanism shall crpire- by its tcrms. three (3) years frorn the effcctivc date of

the tarifl'sheets implementing the rnechanism. Thc mcchanism may bc extcndcd if (i) such

extension is authorized as part of a gencral rate case to be filed by the Company prior to the

expiration of the mechanism, and (ii) such general rate filing includes the results of a rhorough

evaluation of the mechanism. Such cvaluation shall bc perlonncd by an indepcndent consultant

retained by the Company aftcr consultation with intercsted parties. The scope and timing of such

evaluation shall be as dcfined by the Cornpany and intcrested partics; rvhether or rlot thc

decoupling nrechanism is recommended for extension. an evaluation must be completerl and

delivercd to the Commission rvithin trvelvc months of completion of the pilot. Any evalualion

shall consider. among orher things. the follorving:

o Whal customer classes should trc included within the scoDe of the

mechanism?

I Holv rvell does the mechanisnr remove Cascade's disincentive to oromote

ener.gy efficicncy?

r Whnt rvould the bill irnpacts havc been if weather-related impact on usage was

included?

' Was there any discernible efl'ect on sen'ice quality due to thc cxistence of the

meclranism?

The Company may seek rccovcry of the costs olsuch evalualion in future rate proceedings.

d. Limitation on Deferrals. Rather than inrposing any specific cap on the

levc.l of annual surcharges urrder the mechanisnr, the Cornpany shall consitler the rate impact of
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the annual surcharge produced by the rnechanism and. if necessary due to the magnitude of the

det'errals to be amortized, shall extend the amortization period of such det'errals to lwo years or

more to lessen the impact on custotrers.

Cgnservation Proerarn and Perfbnnance.

(i) The Cornpany shall convene a conseryation advisory group

("Advisory Group") of all interested partics to meet no later than thirty (30) days afler the

Conmission's final order in this proceeding. The Advisory Croup shall consider, among

other things, the conservation potential study being perfomred for the Company by Stellar

Processes.

(ii) No later tlran ninety (90) days after the initial meeting of the

Advisory Croup. the Company shall file rvith the Comnrission a Conservation and Lorv

lncome Weatherization Plan rvith reasonably achievable specific programmatic and

cnergy efficiency targets and related benclurarks for at least 2008 and 2009 based upon

the study and the recommcndations of the Advisory Croup. 
'l'he Plan shall include

possible penalties and incentives, and shall be subrnittcd to the Cornrnission for approval.

(iii) Within lhirty (30) days of Comrnission approval olthe Plan, the

Cornpany shall issue requcsts for proposals, or RFPs. for third-pirty irnplernentation of

tlre Plan. Agreements with third-party contractors shall include specitic programmatic

and perforrnance targets and benchmarks, rvith possible penalties and incentives, to

ensure thal payment is based on delivcry of cncrgy cflicicncy savings

(iv) No later tlran Decernber 31.2007, the Conrpany rnust demonstrate

to the satisfaction of thc Clommission that it has the ability to meet thc 2008 energy

efliciency targets identitied in the Plan. This demonstratiorr rnay be madc by showing
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that the Company has contracted with qualified third-party providers to be able to deliver

effectively the energy elficiency programs included in irs 2008 target. lfthe Company

fails to nreet this benchmark. it shall be assessed a penalty in 200t1 as prescribed in the

Plan.

(v) If the Company demonstrates its ability to nteet the 2008 energy

efficiency target by year-end 2007. it will continue to defer margin revenues pursuant to

this decoupling mechanism. In the eveut the Company fails to meet its 2008 target, it

shall be assessed a penalty in 2009 as prescribed in the Plan.

(vi) In the event the Company fails to meet its 2009 target, it shall be

assessed a penalty in 2010 as prescribed in the Plan.

16. Rate Spread.

a. Staff, the Conrpany and NWIGU agree that any revenue requirement

increase shall be allocated across customer classes in accordance rvith the rate spread proposal set

tbrth in Anachment C to this Stipulation. No Party other than Stafl the Company. and NWGU

takes a position with respect to rate spread in this proceeding. No Prry will take a position in

this proceeding with respect to rate spread that is contrary to or inconsistent with this

paragraph 16.

b. Attachment C reflects the following elcments:

(i) The revenue requirement allocated to Rat€ Schedules 663 and 664

shall be reduced by $1.751 mil l ion from cunent levels. Exhibit No. - (DWS-1T)

shows that a net margin decrease of up to three times that amount tbr Rate Schedules 663

and 664 could be iustified.
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(ii) Any increase in Miscellaneous Scrvicc Chargc rcvcnues. as

detcrnrined by the Comrnission in its final order in this proceeding shall be assigned 90o1,

lo Rate Schedule 503 and l0% to Rate Schedule 504.

(iii) Remaining revenue requirement changes shall be allocated to the

remaining core rate schedules in accordance rvith the rate spread proposal included as

Attachlnent C to this Stipulation.

c. Evidentiarv Support. As cvidcntiary support for this stipulated rate spread,

the Parties cite certain testimony and exhibits of NWIGU rvitness Donald W. Schoenbeck

(Exhibit Nos. - (Dws-lr) and _ (Dws-3)), the restimony of staffrvitness yohames

Mariam (Exhibit No. _ (YKCM-l r), pages 20-23), the resrimony of sraffwitness Joelle

steward (Exhibit No. _ (iRS-l r). pages 20-22), and certain restirrrt'rny and exhibits of

company rvitness Jon T. stoltz (Exhibit Nos. _ (JTS- I 0T) and _ (JTS- 1 5).

1^7. Rate Design.

a, Transportation Custourers. With respect to Rale Schedules 663 and 664.

Stafi the Corrpany and NWIGU agree to the fbllorving:

(i) Rate Schedules 663 rnd 664 shall be consolidated inro one rate

schedule.

(ii) Such consolidated ratc schedule shall have two options rvhereby

the custolller rnay elect firm service. Under the first option. the cuslomer agrees to pay a

dcmand charge of lilteen cents ( l5C) per thenn of contract demand per month. plus tbur

declining block rates lbr volurnetric charges. Under the second option. the availability of

which is limited to custonlers witlr a minimunr annual load factor of thirty-three percent

(3-1%). thc customer agrees to pay a volunretric demand charge of $0-01 56 per therm-
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plus the ibur declining block rates for volurnetric charges. The block rates for volumetric

usage are as follorvs:

(iii) With respect to lost and unaccounted for gas on tlre distribution

system, transportation custonrers shall be responsible lirr supplying additionul customcr-

olvned gas as fuel-in-kind rather than assigning the cun'ent cost of supply to

transpoflation customers. The current fivc-year average lost and unaccounted lor gas on

the distributiorr system is 0.417o. Cascade rvill update its five year average lost and

unaccounted tbr gas calculation in its iuurual purchased gas adjustrnent (PGA) filing.

(iv) The existing 50,0fi) therm restriction contained in Cascade's

Unbundled Distribution Systern Transpofiation Sen'ice Rules, Rule No. 20, shall be

eliminated, and replaced rvith provisions rcquiring transporters to keep thcir nominations

and deliveries within tlre sarre tolerance band as Northwest Pipeline.

b. Basic Charees. Staff, the Corupany. Public Counsel, NWEC and The

Energy Project agree that the nronthly basic charge for each rate schedule shall be as follorvs:

First 100,000 thcmrs
Next 200,000 thcrms
Next 200,000 thenns
Over 500,000 thenns

Schedule 503 (Rcsidential)

Schedule 504 (Commercial)

Schedule 505 (lndustrial)

Schedule 5l I (Large Volurne)

Schedule 5l 2 (Compresscd)

Schcdule 570 (lnterruptibl e)

50.05350 per therm
$0.01800 per th€rm
S0.01000 perthcrm
50.00350 per thenn

No changc ($4.00)

lncrease frorn $7.00 to S 10.00

lncrease fron $12.00 to $24.00

Increase lrom $22.00 fo $44,00

lncrease from $7.00 to $14.00

Increase frorn $22.00 to 544.00
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Schedule 577 (LLd.lntemrptible) lucrease liom $22.00 to 544"00

c. Other Rate Desien Changes. Staffand the Conrpany agree that the blocks

for schedules 504. 505, and 511 shall be tlattcned in lhe mamcr shown on Exhibit No.-

(JTS-9), Schedule 7, pages 16-18. No Party other than Staff, the Company., NWICU. NWEC.

The Encrgy Project, and Public Counsel takes a position witlr respect to rate design issues in this

proceecling. No Party will take a position in this proceeding with rcspect to rate design that is

contrary to or inconsistent with this paragraph 17.

d. Evidentiary Support. As evidentiary support firr these stipulated rate

design changes. the Parties cite certain testimony alrd exhibits of NWIGU witness Donald W.

Schoenbeck (Exhibit Nos. _ (DwS-lT) and -_ (DWS-3)), the te.stimony olStaff lvitness

Joelle Stervard (Exhibit No. _ (JRS- | T). pages 23-24). and certain tcstimony and exhibits of

Company rvitness Jon T. Stoltz (Exhibil Nos. _ (lTS- I T), _ (JTS-9). _ (JTS- I 0T) and _

(JTS-rs).

18. Safety and Reliability lnfrastructure Adjustment Mechanism ("SRIAM"). The

Company shall rvithdrarv its SRIAM proposal fronr consideration in this proceeding. Lr the event

the Commission approves in the currently pending Puget Sound Energy ("PSE") electric rale case

(Docket No. UE-060266) the "dcprcciation tracker" proposed by PSE or a sinlilar nrechanisrn-

the Conrpany reserves the right in a subscquenl single-issue filing to seek to implement a

nrechanism similar to that approvcd tbr PSE.

19. Supporting Tcstimon-v-. If requested by the Commission, the Paaies shall present

a panel rvith a representative of each Party to dcscribc the terms of tlris Settlement Agxeenrent,

respon<l to cross-exarnination lionr any non-settling parties, and ansrvcr questions frorn the

Conrnrissioners and the presiding Administrativc Larv Judge.
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20. Ceneral I)rovisions.

Thc Partics agree thal lhis Settlernent Agreenrent (subjcct to thc

l imitatiorrs rcgarding agrccmcnt on individual stipulatcd rcconr nrcndatiorrs, irs dcscribcd above)

is in the public intcrcst and rvould produce rates lor the Company that are lair, just, reasonable

and sufficient. Thc Prrties agree to support tlris Settlement Agreement, to the extcnt and manner

described abovc. as a settlement of the contested issues for purposes of this procceding . The

Parties understand that this Settlcrnent Agreement is not binding on the Cornmission in ruling on

the Company's rate l i l ing.

b- The Parties agree that this Settlement Agreemcnt reprcserrts a compromise

in the positions of thc Parties. As such. conduct. statements aud docunrents disclosed in the

negotiation of this Settlcment Agrcement shall not be admissiblc as cvidcnce in tlris or irtry other

proceeclirrg.

The Parties have negotiated this Settlentent Agreemcrlt as an inlcgrated

dclcurncnt. Accordingly, the Paflies recommend that the Commission adopt their rcspcctivc

portions of this Scttlcment Agreement (to the extent and in the manner dcscribcd abovc) as a

rcsolulion of the contcstcd issues in this proceeding.

d- J'he Parties shall cooperats in submitting this Scttlernenl Agreemenl

promptly to the Comrnission lbr acceptance. and shall coopcratc in dcvcloping any supporting

testimony or narrativc relating to their positions that may bc rcquired by WAC 480-07-740(2Xb).

Tlrc Parties agrce to support the Settlement Agreement (to thc cxtcnt and nranncr described

ubcrve) througltout this procccding, provide witnesses to sponsor suclr a Scttlcnrcnt Agrccrncnt at

a Cottrttrission hcarirrg. and rccolllnrcnd that the Comrnission issuc an orulcr adopting tlre

seltlements crtntainctl hcrcin (sLrlrjcct to the lirnitations regarding ilgreement on individr.ral
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stipulatcd leconimendations, as described abovc). In lhe cvcnt the Conrmission rejccts this

settlenrent Agreernent, the provisions of wAC 480-07-750(2)(a) shall apply. In the event the

Commission accepts the Settlement Agreemerrt upon conditions not proposed herein, each party

rescrvcs the rigltt, upon rvritten notice to the Commission and all parlies to this proceeding

wit}rin iive (5) days of thc Cornmission's orcier, to state its rcjeclion of rhe conditions. In such

event' the Parties imrnediately will request thc prompt reconverring of a prchearing cont'erence

for purposcs of establisliing a procedural schcclule fbr cornpletion of the case pursuant lo

WAC 480-0?-750(2)(a). The Parties agree to cooperate in the development of a schedule rhal

concludes the procecding on the earliest possible date, taking into account the neerts of the

Parties in panicipating in hearings and preparing briefs and the needs of the Commission rvith

respect to otlrer matters that may be pending bcfbre the Conrmission.

The Parties enter into this Settlement Agreernent to avoid further expense,

itrconvetrieuce. uncertainty and delay. By executing this Settlernent Agreement. neither Party

shall be deeined to have approved, adrnittecl or cousented to the facts, principles, rrethods or

theories elnployed in arriving at the tcrms of this Settlement Agreernenr, nor shall cither Party be

deenred to have agreed that any provision of lhis Settlernent Agreement is appropriate lbr

resolving issues in any other proceeding.

f. Tlis Settlement Agreenenl nray be executed in countcrparts and cach

signed counterpart shall constitute an origirral docurnent.
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This SETTLEMENT ACREEMENT is entered inro by eacb parry as of rhe dare

cntercd bnlow.

Corporation

11qr'thrveit Industrill Gas Users The Bncrgy Project

Edward A. Finllca
Cablc Huston Bcrrcdict Haagenscn &

Lloyd, LLP
Auotncy for Northwcst l-ndustrial Oas

Uscrs
NW Energ,' Cotlitlon Cost lUanagement Services' Inc.

By

ByBy
Nancy Glasar

Ofnce Of lhe Attorney General
Publlc Counsel Secllon

John Cnmcron
Drvis Wrigbt Tremaine
Auorney for Cost MBnagcment Services.

I nc.

DATED: Ocrobcr 10, 2006.

Attorncy for Cascadc Narural Gas

Stalf of thc Washiagton Utllilles atd
Transportatloo Comrnksion

isEnt Anorney Gcncral
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This SETTLEMENT AGREEMENT is entered

enrered below.

DATED: October 10, 2006.

Corporation

Nortbwest lndustrial Gas Uscrs

into by each Party as of rhe dare

Stalf of the Washinglon Utilities and
Transportation Comrrrissiorr

Gregory J. Trautman
Assisunt Anorney General

The EnergyProject

Brad M. Purdy

Cost l\'lanagement Services, Inc.

John Cnmeron
Davis Wright Tremaine
Atromey for Cost Management Services.

Inc.

By

ByBy

Cable Huston Benedict Haaeensen &
Lloyd, LLP

Auorney for Northwesr Industrial Gas
Users

NIV Encrgy Coalition

Nancy Glaser

Oftice of the Atlorney General
Public Counsel Section

Judith Krebs
Assisunt Anorney General

By

Perkins Coie LLP
Attorncy for Cascade Narural Gas

By --L4rL.r4rZ--Ut-:2-t-Je4t

Edward A. Finllea

SETTLEMENT ACREEMENT- Page l9
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TNs SETTLEMENT AGREEMENT iq cntered inro by each party as of rlc dare

crllercd below.

DATED: Ocrober 10. 2006.

Sla.tt of thc Washiogton Utltltlei aEd
Transporlation Comrrrlssiotr

Grcgory J. Trautman
Assistant Anorncy Ccneral

Nor'thrve$ lndustrinl Gas Users The Encrgy Project

Edwud A. Fit*lca
Cablc Huston Beuedicr Haagcnscn &

Lloyd, LLP
Auorney for Nonhwest hdus(rial Gas

Users
NW Encrg Coslitlon

Nancy Glascr

Office of lhe Attorney Gene ral
Public Counsel Sectlon

By

By

By

Nostrand

slsunt Anorncy Gcncral
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This SETTLEMIINT AGREEMENT is entered into by each Party as of the date entered

helow.

DATED: October 10, 2006.

Cascade Naturrrl Gas Corporution .Staff of the Washington Uti l i t ies and
Tr lnspor ta t ion  Commiss ion

ByBy

tsyBy

James M. Van Nostrand
I'erkins Coie LLI'
Attorney for Cascade Natural Gas

Corporalion

Northrvcst Industr ial Gas Users

Ed*'ard A. Finklea
Cable Flttston Bcnedict Haasensen &

Lloyd, LLP
Attorney for Northrvest Industria.l Gas

lJsers
NW Energy Coa l i t io n

Off ice of thc Attorney (Jenerl l

.Pub l ic  Counse l  Sec t ion

Judith Krebs
Assistant Attorncy Ceneral

Gregory J. Trautman
Assistant Attomey Ceneral

The Energy' Projeci

Brad M. Purdy
Attomey for The Eneqy Project

Cost Ntauagem cnt Sewices, Inc.

John Cameron
Davis Wrighr Tremaine
Attorney for Cost Management Scrvices,

Inc.

By

By
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ATTACHMENT A

Cascade Natural Gas Corporatiorr

uG-060256

Adjustment
Adj  ustment

No.
RR

lmpact
Per Books

RESTATING ADJUSTMENTS
Restatemenl of Test Period at Current Rates
Removal of Management Services
Restate Gas Cost for Lost & Unaccounted for Gas
Reclassi$ Gas Transportation into Rate Schedules
Renrovai of Severance Expense
Restated Wages and Related Costs
Restated Property Tax Expense
Restated Franchise Fees Expense
Adjustment to Remove Promotional Expense
Restate Test Period for Normal Weather
Restate Uncollectibles lo Actual

PROFORMA ADJUSTMENTS
Pipeline Safety Public Awareness
Profomra Wages & Related Costs
Proforma Industrial Contract Chanees
Estimated Rate Case Expense
Inconre Tax on Pre I 98 I Assets
lnconre Tax on Proforma Capitalization
Insurance Expense Adjustnrent
Postage Expense
Proforma Property Tax Adjustment
Profomra Membership/Dues Adjusrmenl
Proforma Anrortization of Gain on Propane Plant
Proforma Gas Management Softrvare
Proforma Adj for lntegrated Resource Planning Costs
Plofornra CIS Hardrvare Upgrade
Conservation Promotional Advertising
Special Contract Proforma

Total

Low lncome Assistance

Total Revenue Requ iremenr Request

b

d

o

h
I

j

I

s7.480,632

($399.80e)
$953. t42

50
50

(s2.240.836)
$ r 9 7 . 1 l l
s90 .918

($s r7.449)
( s l s r . e l 0 )
($730.77e)
(s 19e.668)

s96,666
s870.276
s156.633
s r52,204
$271 .570

s0
$122.763
$45,498
$99,706

$ l  r  0.656
($37.124)

s0
$64.660

$0
SO

(s169.605)

b

d

f

h
i

j
I.

I
m
n

p
r

$6,225,258

$836,278
$7,061,536:


