MARY H. WILLIAMS
Deputy Attormey General

ELLEN F. ROSENBLUM

Attorney General

DEPARTMENT OF JUSTICE
GENERAL COUNSEL DIVISION

August 14, 2012

Lisa Hardie

Administrative Law Judge

Public Utility Commission of Oregon
550 Capitol St NE — Suite 215

Salem OR 97301

RE: UG 221 - Settlement in principle

Dear ALJ Hardie,

The parties to this proceeding have reached a settlement in principle on many of the issues in this
proceeding. The settlement in principal covers the following items:

Rate design;

Decoupling and the Weather Adjusted Mechanism;

LRIC;

Rate Spread, with the exception of rate spread related to an environmental cost recovery

mechanism;

e Cost of Long Term Debt, except that NW Natural's interest rate hedging activity remains
an issue;

o The level of full-time employees to be included in rates;

e Other issues related to FTE: medical benefits, workers’ compensation, overtime, payroll

tax, and depreciation expense;

® o @ o

o Payroll capitalization;

o  Working gas inventory;

e Schedule 31 and Schedule 32 rate design;
e Interstate Storage;

e System Integrity Program;

e Service window guarantee; and

e Reconnection Charges

The settlement in principle does not resolve the following issues:

e Cost of Capital, including NW Natural’s interest rate hedging activity;
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e Environmental cost recovery mechanism;
e Pensions;
e State Taxes; ‘
e The prudency of Mid-Willamette Valley Feeder projects — the Monmouth to Perrydale

and Monmouth Reinforcement projects.

The parties to this settlement in principle intend to file a formal stipulation on these issues before
the hearing scheduled on August 23-24, 2012.

If you have any questions, please do not hesitate to contact me.,
Sincer:
~~ Jason W. Jones

Assistant Attorney General
Business Activities Section

JWlI:nal/3570795-v1




CERTIFICATE OF SERVICE

I certify that on August 14, 2012, I served the foregoing Letter upon the parties in this

w

NORTHWEST INDUSTRIAL GAS USERS
PAULA E PYRON (C) (HC)

4113 WOLF BERRY CT

LAKE OSWEGO OR 97035-1827
ppyron@nwigu.org

w

NORTHWEST NATURAL

MARK R THOMPSON

220 NW 2ND AVE

PORTLAND OR 97209
mark.thompson@nwnatural.com

w

NORTHWEST PIPELINE GP
JANE HARRISON

295 CHIPETA WAY

SALT LAKE CITY UT 84108
jane.f.harrison@williams.com

STEWART MERRICK

295 CHIPETA WAY

SALT LAKE CITY UT 84108
stewart.merrick@williams.com

w

NW ENERGY COALITION
WENDY GERLITZ

1205 SE FLAVEL
PORTLAND OR 97202
wendy@nwenergy.org

w

NW NATURAL

FOR REGULATORY AFFAIRS E-FILING
220 NW SECOND AVENUE
PORTLAND OR 97209-2516
efiling@nwnatural,.com

w

PORTLAND GENERAL ELECTRIC
RANDY DAHLGREN

121 SW SALMON ST - 1WTC0702
PORTLAND OR 97204
pge.opuc.filings@pgn.com
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6 CABLE HUSTON BENEDICT ET AL
TOMMY A BROOKS (C) (HC)
7 1001 SW FIFTH AVE, STE 2000
PORTLAND OR 97204-1136
g tbrooks@cablehuston.com
w
9 CABLE HUSTON BENEDICT ET AL
CHAD M STOKES (HC)
10 1001 SW 5TH - STE 2000
PORTLAND OR 97204-1136
11 cstokes@cablehuston.com
w
12 CITIZENS' UTILITY BOARD OF OREGON
OPUC DOCKETS
13 610 SW BROADWAY, STE 400
PORTLAND OR 97205
14 dockets@oregoncub.org
ROBERT JENKS (C) (HC)
15 610 SW BROADWAY, STE 400
PORTLAND OR 97205
16 bob@oregoncub.org
17 G. CATRIONA MCCRACKEN (C) (HC)
610 SW BROADWAY, STE 400
PORTLAND OR 97205
18  catriona@oregoncub.org
19 W
COMMUNITY ACTION PARTNERSHIP OF
20 OREGON
JESS KINCAID
PO BOX 7964
21 SALEM OR 97301
jess@caporegon.org
22
w
23 MCDOWELL RACKNER & GIBSON PC
LISA F RACKNER
419 SW 11TH AVE., SUITE 400
24 pORTLAND OR 97205
dockets@mcd-law.com
25
26
Page 1 - CERTIFICATE OF SERVICE - UG 221

Department of Justice
1162 Court Street NE
Salem, OR 97301-4096

(503) 947-4342 Fax: (503) 378-3784




1 w w

PORTLAND GENERAL ELECTRIC PUBLIC UTILITY COMMISSION
2 DOUGLAS C TINGEY JUDY JOHNSON (C) (HC)
121 SW SALMON 1WTC13 PO BOX 2148
3 PORTLAND OR 97204 SALEM OR 97308-2148
doug.tingey@pgn.com judy.johnson@state.or.us
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Neonia Lane
7 Legal Secretary
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