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PUC Filing Center

Oregon Public Utility Commission
PO Box 2148

Salem, OR 97308-2148

Re: Docket UG 167

Enclosed for filing are the original and five copies of a Stipulation among the parties in this
docket and Joint Testimony in Support of the Stipulation. Cascade Natural Gas Corporation
(“Cascade”) has filed the Stipulation with facsimile and electronic copies of the signature pages.
Within thirty days, Cascade will file the original signature pages.

Please note that although the Community Action Directors of Oregon (“CADQO”) and the Oregon
Energy Coordinators Association (“OECA”) have agreed to the terms of the Stipula‘don,1 the
enclosed Stipulation has not yet been executed by Jim Abrahamson on behalf of CADO and
OECA. We will provide the signature page executed by Mr. Abrahamson as soon as it is
available. We are nonetheless proceeding with the filing in its current state in order to comply
with Administrative Law Judge Michelle M. Mhoon’s March 15 Ruling requiring a filing on
April 14 to “contain either a settlement agreement or a request for a prehearing conference to set
the remainder of the procedural schedule in this docket.” The parties have achieved settlement,
as indicated by the enclosed Stipulation.

Please add the undersigned to the official service list in this docket as counsel for Cascade and
send copies of all future communications to me at the following address:

' In an email dated April 11 to the parties, Mr. Abrahamson indicated that CADO and
OECA agreed to the proposed Stipulation. oregon
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James M. Van Nostrand

Stoel Rives LLP

900 SW Fifth Avenue, Suite 2600
Portland, OR 97204

Phone: 503-294-9679

Fax: 503-220-2480

E-mail: jmvannostrand@stoel.com

If you have any questions, please contact me at the number above.

Very truly yours,

/ﬁmes M. Van Nostrand
e
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CERTIFICATE OF SERVICE

[ hereby certify that I served a copy of the foregoing document upon the parties of record
in this proceeding by electronic mail and first-class mail, addressed to said parties/attorneys’
addresses as shown below:

Jon T. Stoltz

Sr. Vice President, Regulatory and Gas
Cascade Natural Gas Corporation

PO Box 24464

Seattle, WA 98124

E-mail: jstoltz@cnge.com

Jim Abrahamson

Coordinator

Community Action Directors of Oregon
PO Box 7964

Salem, OR 97303

E-mail: jim@cado-oregon.org

Michael T. Weirich

Assistant Attorney General

Regulated Utility and Business Section
Oregon Department of Justice

1162 Court Street NE

Salem, OR 97301-4096

E-mail: michael.weirich@state.or.us
Ralph Cavanagh
Senior Attorney
Natural Resources Defense Council
111 Sutter Street, 20 Floor
San Francisco, CA 94104

E-mail: rcavanagh@nrdc.org

DATED: April 14, 2006.

Steven Weiss

Sr. Policy Associate
Northwest Energy Coalition
4422 Oregon Trail Court NE
Salem, OR 97305

E-mail: steve@nwenergy.org

Karl Hans Tanner

President

Oregon Energy Coordinators Assoc.
2448 W Harvard Blvd.

Roseburg, OR 97470

E-mail: karl.tanner@ucancap.org

Edward A. Finklea
Chad M. Stokes
Cable Huston Benedict
Haagensen & Lloyd LLP
1001 SW Fifth Avenue, Suite 2000
Portland, OR 97204-1136

E-mail: efinklea@chbh.com
cstokes@chbh.com

Bob Jenks

Citizens’ Utility Board of Oregon
610 SW Broadway, Suite 308
Portland, OR 97205

E-mail: bob@oregoncub.org

J aﬁéé/ M. Van Nostrand
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BEFORE THE PUBLIC UTILITY COMMISSION OF OREGON

UG 167

In the Matter of

CASCADE NATURAL GAS CORPORATION STIPULATION

Request for Authorization to Establish a
Decoupling Mechanism and Approval of Tariff
Sheets No. 30 and No. 30-A

This Stipulation is entered into for the purpose of resolving all the contested issues in
this proceeding as among the parties to this Stipulation.

PARTIES
1. The parties to this Stipulation are Cascade Natural Gas Corporation (“Cascade”
or “the Company”), Staff of the Public Utility Commission of Oregon (“Staff”), Citizens’
Utility Board, Northwest Industrial Gas Users (“NWIGU”), NW Energy Coalition, Natural
Resources Defense Council, Community Action Directors of Oregon (“CADO”), and Oregon
Energy Coordinators Association (“OECA”) (each, a “Party”; collectively, the “Parties”).

BACKGROUND

2. On October 17, 2005, Cascade submitted an Application for approval of its
Conservation Alliance Plan (“CAP” or “the Plan”), to be effective as of November 1, 2005."
The Plan includes a decoupling mechanism consisting of two deferral accounts, one to track
changes in margin due to variations in weather-normalized usage and another to track changes
in margin due to weather that varies from normal (together, the “Decoupling Mechanism”).
The Plan would be implemented through approval of Original Sheet No. 30 and Original Sheet
No. 30-A entitled “Rule 19 - Conservation Alliance Plan Mechanism.” As an additional
element of the Plan, Cascade would commence providing public purpose funds to ETO and
community service agencies for general and low-income demand-side management (“DSM”)
programs in Cascade’s Oregon service areas, as described in Original Sheet No. 31 entitled
“Public Purposes Funding,” Original Sheet No. 32 entitled “Oregon Low Income Bill
Assistance Program,” Original Sheet No. 33 entitled “Oregon Low Income Weatherization
Program,” and Original Sheet No. 34 entitled “Energy Efficiency Services and Programs -
Residential and Commercial.”

! Advice No. 005-10-01.
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3. The proposed effective date for the Plan was extended to December 8, 2005 to
accommodate a workshop on November 17, 2005. The effective date was extended again to
January 11 to accommodate an additional workshop on December 20, 2005.

4. At its January 11, 2006 open meeting, the Public Utility Commission of Oregon
(the “Commission”) suspended the filing for a period of time not to exceed six months from
January 11, 2006, the proposed effective date of the tariff sheets. (Order No. 06-011)

5. At a prehearing conference held on February 1, 2006, Administrative Law
Judge Michelle Mhoon granted petitions to intervene, and scheduled a settlement conference
for February 21.

6. As a result of the settlement conference and additional discussions, the Parties
have agreed to proposed terms that would resolve the issues in this proceeding. The Parties
submit this Stipulation to the Commission and request that the Commission approve the
settlement as presented.

AGREEMENT

7. The Parties recommend that the CAP Tariff Sheets be approved by the
Commission to become effective on the first day of the month following Commission approval
of this Stipulation. Cascade will refile its Second Substitute Sheet Nos. 30 and 30-A entitled
“Rule 19 - Conservation Alliance Plan Mechanism,” Second Substitute Original Sheet Nos. 31
and 31-A entitled “Public Purposes Funding,” Substitute Original Sheet Nos. 32 and 32-A
entitled “Oregon Low Income Bill Assistance Program,” Substitute Original Sheet Nos. 33,
33-A, 33-B and 33-C entitled “Oregon Low Income Weatherization Program,” Original Sheet
No. 34 entitled “Energy Efficiency Services and Programs - Residential and Commercial,”
and Substitute First Revision Sheet No. 175 entitled “Energy Efficiency Investment Recovery
Adjustment Provision” (collectively, “CAP Tariff Sheets”), and such CAP Tariff Sheets shall
include the following:

(a) The proposed effective date of the CAP Tariff Sheets shall be changed to
the first day of the month following Commission approval of this Stipulation.

(b)  The Company will include in the annual CAP filing a temporary
adjustment amount designed to amortize any balance in the Conservation Variance and
Weather Variance deferral accounts over the 12-month period commencing with the
PGA adjustment each year. Whether such amortization period should be extended due
to unusual circumstances shall be considered as part of the Company’s CAP filing in
such year.

The CAP Tariff Sheets (with a proposed May 1, 2006 effective date) are included as
Attachment 1 to this Stipulation.

8. The Parties recommend that the Plan, if approved, remain in effect through

September 30, 2010. Prior to September 30, 2010, Cascade will sponsor a study by an
independent entity, approved by Staff, to evaluate the effectiveness of the CAP, according to
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criteria and standards to be determined by the Parties no later than March 31, 2009. No later
than March 31, 2010, Cascade will submit the results of the independent study to the Parties
and to the Commission and, further, will request by petition that the Commission open an
investigation on the issue of whether to continue the CAP (with or without modifications) after
September 30, 2010. The Parties agree to work in good faith towards a Commission decision
regarding an extension of the CAP by September 30, 2010. The Parties agree to support
reasonable extensions of the September 30, 2010 termination date if the Commission is unable
to complete the investigation by that date.

9. If requested by the Commission no later than December 31, 2007, Cascade
agrees to submit a general rate filing in Oregon (“2008 Rate Case”) not later than April 1,
2008. Cascade shall bear the burden of proof in such filing, in accordance with ORS 757.210.
The historic test period for purposes of such filing shall be fiscal year 2007 (the twelve months
ended September 30, 2007), or such other period as may be agreed upon by the Parties.

10.  Beginning with the effective date of the CAP Tariff Sheets, Cascade shall
provide 0.75% of current Oregon revenues generated by rate schedules 101 and 104, including
customer service charges, but no less than $500,000 per year, as public purposes funds to be
distributed to ETO and community service agencies (agencies) for the pursuit of DSM
programs for residential, commercial and firm industrial sales customers® and low-income
DSM and bill payment assistance programs for income-qualifying residential customers in
Cascade’s Oregon service areas. On the same date, Cascade will commence collection of a
0.75% Public Purposes Funding surcharge from its residential and commercial customers,
calculated based on monthly revenues generated by both the energy and service charges. The
collection of the surcharge from customers will be added to the funds that Cascade shall
provide and be distributed to the ETO and agencies in accordance with the CAP Tariff Sheets.
The collection of public purposes funds pursuant to Schedule 31 and the administration of such
funds pursuant to Schedules 32 and 33, replace energy efficiency, market transformation and
low-income weatherization programs previously administered by Cascade in its Oregon service
areas. During the period the CAP Tariff Sheets remain in effect, responsibility for the
administration and delivery of Cascade’s energy efficiency programs, including those for firm
industrial sales customers,® will be transferred to the ETO or other qualified conservation
program facilitator, as determined by the Commission. Cascade will administer the Schedule
32 and 33 low-income programs that will be delivered by the agencies.

? Industrial customers served under Cascade’s Schedules 163 and 164 and under special contracts will not
be charged for any of the gas-related programs set forth in paragraph 7. Correspondingly, these customers will not
be eligible for ETO funding for natural gas-related conservation and efficiency programs for their transportation
volumes.

* The ETO will offer services to Cascade’s firm industrial sales customers through the ETO’s commercial
programs, and the ETO’s financial reporting to the Commission will reflect such classification. The ETO will
provide Cascade with information regarding funding provided to firm industrial sales customers, and Cascade will
track such expenditures based on the ETO reports. If such expenditures exceed the ETO's portion of the shareholder
contribution in any year (i.e., $500,000 for all customer classes, as provided above in paragraph 10), Cascade will
defer the excess expenses in a deferred account for recovery as part of the annual Purchased Gas Adjustment.
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11.  The level of public purposes funding and its allocation among low-income
weatherization, DSM and bill payment assistance, as provided in paragraph 10 above and in
Schedules 31, 32, and 33, shall be subject to adjustment based upon actual experience in the
administration of such programs and the outcome of studies and evaluations currently being
performed by ETO and agencies regarding the effectiveness and funding needs of such
programs. Any such adjustment shall occur following consultation and discussions among an
advisory group comprising representatives from the agencies, ETO, the Company, Staff, and
other interested parties.

12.  Cascade agrees that an Earnings Sharing Mechanism will remain in effect for so
long as the CAP Tariff Sheets are effective. Unless the Commission authorizes a different
baseline Return on Equity (ROE), such baseline ROE for purposes of the Earnings Sharing
Mechanism will continue to be determined in accordance with Order No. 04-203 in Docket
UM 903, including an adjustment of the earnings threshold calculation by twenty percent
(20%) of any change in the risk free rate for the 12-month calendar year preceding the annual
earnings review. Beginning with the effective date of the CAP Tariff Sheets, the earnings
threshold shall be reduced from the baseline ROE plus 300 basis points - as established in
Order No. 04-203 - to the baseline ROE plus 175 basis points. In the event Cascade’s actual
ROE exceeds the earnings threshold, revenues representing thirty-three percent (33 %) of the
earnings exceeding the threshold will be shared with customers, in accordance with Order No.
04-203.

13.  Beginning with the effective date of the CAP Tariff Sheets and continuing for a
ten-year period, Cascade agrees to adopt the following Service Quality Measure (“SQM”):

(@) The unit of measurement shall be the Commission’s “PUC Complaints
At Fault Per 1,000 Customers” as established by the Consumer Services Division of the
Commission, and calculated as an average ratio for the entire calendar year.

(b) The performance goal will be to maintain an annual average ratio of
PUC Complaints At Fault Per 1,000 Customers of Less than 0.07.

(c) For the year ending December 31, 2007: (a) performance at or above a
ratio of 0.13 will result in a “Level 1”* penalty; and (b) performance at or above a ratio
of 0.15 will result in a “Level 2”° penalty.

(d) For the year ending December 31, 2008: (a) performance at or above a
ratio of 0.12 will result in a “Level 1” penalty; and (b) performance at or above a ratio
of 0.14 will result in a “Level 2” penalty, except that a “Level 3”° penalty will be
assessed if a “Level 2” penalty was assessed for the previous year.

(e) For the year ending December 31, 2009 and thereafter: (a) performance
at or above a ratio of 0.10 will result in a “Level 1” penalty; and (b) performance at or

* A “Level 1” penalty is equal to $.0001473 multiplied by Cascade’s Natural Gas Sales (therms) excluding
Transportation, as published in the prior year’s Oregon Ultility Statistics book.

* A “Level 2” penalty is equal to $.0007362 multiplied by Cascade’s Natural Gas Sales (therms) excluding
Transportation, as published in the prior year’s Oregon Ultility Statistics book.

% A “Level 3” penalty is equal to $.0014726 multiplied by Cascade’s Natural Gas Sales (therms) excluding
Transportation, as published in the prior year’s Oregon Utility Statistics book.
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above a ratio of 0.13 will result in a “Level 2” penalty, except that a “Level 3” penalty
will be assessed if a “Level 2”7 penalty was assessed in any previous year during the
effective period of the SQM.

69) At any time during the term of the SQM, if Staff and the Company
disagree about an “at fault” designation or disagree about calculated ratios for “at
fault” complaints, and if Staff and the Company are unable to resolve the disagreement
to the satisfaction of both, then either Staff or the Company may request a review of the
designation by an administrative law judge, with appeal to the Commission. No
penalties will be assessed until any disagreements regarding the “at fault” designation
have been resolved.

13.1 Cascade’s operating and maintenance expenditures for customer service
will be submitted annually by the company for Commission review. Each report will cover a
calendar year’s expenditures for this purpose and will be due on the same date as Cascade’s
Annual Report on Form 2 for the year. Should customer service performance as measured by
the C1 SQM degrade to the point that penalties are assessed, and the Commission determines
in a formal proceeding that under spending in specific customer service accounts significantly
contributed to the unacceptable performance levels, any shortfalls in expenditures for that year
from the “amount authorized in rates”’ for those specific customer service accounts would be
subject to refund with interest at the company’s authorized rate of return upon Order of the
Commission.

13.2  Staff and company agree to meet before September 30, 2006, to develop
criteria by which the Consumer Services Division of the Commission would assess an “at
fault” complaint.

14.  Cascade will monitor and report to Commission Staff on or before March 1 of
each year the following safety and customer service performance indicators for the duration of
the effective period of the SQM referred to in paragraph 13 above. Except for (c) below, there
will be no Service Quality Measures or penalties associated with these performance indicators.

(a) The ratio of the incident of damage to Company facilities relative to
construction activity adjacent to Company facilities.

(b) The number and duration of orders backlogged over thirty (30) days for
new service line installation, not including orders on hold at applicant/customer
request.

(©) Delays in connecting service that exceed the requirements of the rules®
that govern connection of utility service.

(d)  Average time required to provide applicants with a cost estimate for new
service.

7 For purposes of this SQM, the “amount authorized in rates” will be calculated as follows: Current year
actual customer count times the amount per customer for the customer service accounts, as established in the
Company’s last general rate case.

® Currently, the Commission has opened Docket AR 507 for the purpose of establishing Oregon
Administrative Rules to govern connection and reconnection of service.
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15.  The Parties agree that this Stipulation is in the public interest and results in an
overall fair, just, and reasonable outcome of the matters at issue in this proceeding.

16.  The Parties agree that this Stipulation represents a compromise in the positions
of the Parties. As such, conduct, statements, and documents disclosed in the negotiation of
this Stipulation shall not be admissible as evidence in this or any other proceeding.

17.  This Stipulation will be offered into the record of this proceeding as evidence
pursuant to OAR 860-014-0085. The Parties agree to support this Stipulation throughout this
proceeding and any appeal, provide witnesses to sponsor this Stipulation at the hearing, if such
hearing is held, and recommend that the Commission issue an order adopting the settlements
contained herein.

18.  If this Stipulation is challenged by any other party to this proceeding, the Parties
to this Stipulation reserve the right to cross-examine witnesses and put on such case as they
deem appropriate to respond fully to the issues presented, including the right to raise issues
that are incorporated in the settlements embodied in this Stipulation. Notwithstanding this
reservation of rights, the Parties agree that they will support the Commission’s adoption of the
terms of this Stipulation.

19.  The Parties have negotiated this Stipulation as an integrated document. If the
Commission rejects all or any material portion of this Stipulation or imposes additional
material conditions in approving this Stipulation, any Party disadvantaged by such action shall
have the rights provided in OAR 860-014-0085 and shall be entitled to seek reconsideration or
appeal of the Commission’s Order.

20. By entering into this Stipulation, no Party shall be deemed to have approved,
admitted, or consented to the facts, principles, methods, or theories employed by any other
party in arriving at the terms of this Stipulation. No Party shall be deemed to have agreed that
any provision of this Stipulation is appropriate for resolving issues in any other proceeding.

21.  This Stipulation may be executed in counterparts and each signed counterpart
shall constitute an original document.
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This Stipulation is entered into by each Party on the date entered below such Party’s

signature,
DATED: April 44, 2006,
CASCADE NATURAL GAS

CORPORATION

N

By

k]
Jon T, St‘cﬂ_._j;»;f‘_e
Senioy Vice President
Regulatory & Gas Supply

STAFE, PUBLIC UTILITY
COMMISSION OF OREGON

By

Mike Weirich
Assistant Attorney General

NATURAL RESOURCES DEFENSE
COUNCIL

By

Steven Weiss

OREGON ENERGY COORDINATORS
ASSOCIATION

By

Jim Abrahamson
Oregon Energy Partnership
Coordinator
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CITIZENS’ UTTLITY BOARD

By

Bob Jenks
Executive Director

NW ENERGY COALITION

By

Steven Weiss
Sr, Policy Associate

COMMUNITY ACTION DIRECTORS OF
OREGON

By

Jim Abrahamson
Oregon Energy Partnership
Coordinator

NORTHWEST INDUSTRIAL GAS
USERS

By

Paula Pyron
Executive Director
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This Stipulation is entered into by each Party on the date entered below such Party’s

signature.
DATED: April/_f;)[, 2006,
CASCADE NATURAL GAS
CORPORATION

By

Jon T, Stoltz
Senior Vice President
Regulatory & Gas Supply

STAFF, PUBLIC UTILITY
COMMISSION OF OREGON

By

Mike Weirich
Assistant Attorney General

NATURAL RESOURCES DEFENSE
COUNCIL

By

Steven Weiss

OREGON ENERGY COORDINATORS
ASSOCIATION

By

Jim Abrahamson
Oregon Energy Partnership
Coordinator
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Bob Jenks
Executive Director

NW ENERGY COALITION

By

Steven Weiss
St, Policy Associate

COMMUNITY ACTION DIRECTORS OF
OREGON

By

Jim Abrahamson
Oregon Energy Partnership
Coordinator

NORTHWEST INDUSTRIAL GAS
USERS

By

Paunla Pyron
Executive Director
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This Stipulation is entered into by each Party on the date entered below such Party’s

signature.
DATED: April __, 2006.
CASCADE NATURAL GAS
CORPORATION

By

Jon T. Stolz
Senior Vice President
Regulatory & Gas Supply

STAFF, PUBLIC UTILITY
COMMISSION OF OREGON

) a I
By n7s

Mike Weirich
Assistant Attorney General

-

NATURAL RESOURCES DEFENSE
COUNCIL

By

Steven Weiss

OREGON ENERGY COORDINATORS
ASSOCIATION

By

Jim Abrahamson
Oregon Energy Partnership
Coordinator '
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CITIZENS’ UTILITY BOARD

By

Bob Jenks
Executive Director

NW ENERGY COALITION

By

Steven Weiss
Sr. Policy Associate

COMMUNITY ACTION DIRECTORS OF
OREGON

By

Jimm Abrahamson
Oregon Energy Partnership
Coordinator

NORTHWEST INDUSTRIAL GAS
USERS

By

Paula Pyron
Executive Director
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This Stipulation is entered into by each Party on the date entered below such Party’s

signatare.
DATED: April _, 2006,
CASCADE MATURAL GAS
CORPORATION

By

Jon T, Stoliz
Semior Viee President
Regulatory & Gos Supply

STAFF, FUBLIC UTILITY
COMMISSION OF OREGON

By

Mike Weirich
Assistant Attorney Generai

NATURAL RESOURCES DEFENSE
COUNCIL
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¢
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By

Steven Weisy

OREGON ENERGY COORDINATORS
ASSOCIATION -

By

Jim Abrabamson
Qregon Energy Partnership
Courdinator
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CITIZENS’ UTILITY BOARD

By

Bob Jenks
Executive Director

NW ENERGY COALITION
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Steven Weisy i O/z 3 /Q Q

Sr. Policy Associate
COMMUNITY ACTION DIRECTORS OF
OREGON

By

Jim Abrahargson
Oregon Energy Partnership
Coordinator :

NORTHWEST INDUSTRIAL GAS
USERS

By

Paula Pyron
Executive Divector
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This Stipulation is entered into by each Party on the date entered below such Party’s

signature.
DATED: April __, 2006.
CASCADE NATURAL GAS
CORPORATION

By

Jon T. Stoltz
Senior Vice President
Regulatory & Gas Supply

STAFF, PUBLIC UTILITY
COMMISSION OF OREGON

By

Mike Weirich
Assistant Attorney General

NATURAL RESOURCES DEFENSE
COUNCIL

By

Steven Weiss

OREGON ENERGY COORDINATORS
ASSOCIATION

By

Jim Abrahamson
Oregon Energy Partnership
Coordinator
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CITIZENS’ UTILITY BOARD

By

Bob Jenks
Executive Director

NW ENERGY COALITION

By

Steven Weiss
Sr. Policy Associate

COMMUNITY ACTION DIRECTORS OF
OREGON

By

Jim Abrahamson
Oregon Energy Partnership
Coordinator

NORTHWEST INDUSTRIAL GAS
USERS

By @M e - W
Paula Pyron
Executive Director




BEFORE THE PUBLIC UTILITY COMMISSION OF OREGON

UG 167

In the Matter of
CASCADE NATURAL GAS CORPORATION
Request for Authorization to Establish a

Decoupling Mechanism and Approval of Tariff
Sheets No. 30 and No. 30-A

ATTACHMENT 1

STIPULATION

Conservation Alliance Plan (“CAP”) Tariff Sheets
(with a proposed May 1, 2006 effective date)



P.U.C.Or.No 8 2" Sub. Original Sheet No. 30
CASCADE NATURAL GAS CORPORATION

RULES & REGULATIONS

RULE 19- CONSERVATION ALLIANCE PLAN MECHANISM
APPLICABLE:

The Conservation Alliance Plan ("CAP") mechanism described in this rule applies to customers served on Residential
General Service Rate Schedule 101 and Commercial General Service Rate Schedule 104,

TERM: This mechanism shall terminate on September 30, 2010.

PURPOSE:

The purpose of this provision is to (a) define the procedures for the annual tracking revisions in rates due to changes in the
weather-normalized use per customer associated with Rate Schedule 101 & Rate Schedule 104; and (b) to define the
procedures for the deferral of differences experienced between the actual average use per customer and the amount
estimated at the time the Margin Rates were established.

REVISIONS TO COMMODITY MARGIN RATES DUE TO CHANGES IN THE WEATHER-NORMALIZED

USE/CUSTOMER:

1. The Company shall use the baseline weather normalized average commodity margin per customer for Rate Schedule
101 and Rate Schedule 104 as reflected in its August 15, 2005 PGA application. That application was based upon the
weather normalized twelve months ended June 30, 2005.

2. For each subsequent year for the term of this provision, the Company shall file annually (CAP Filing) with the
Commission to update the Commodity Margin Rate for Rate Schedule 101 and Rate Schedule 104 based upon the
weather normalized usage for the 12 months ending June 30th divided into the margin requirement of each rate
schedule.

3.  Weather-normalized usage is calculated using the approach to weather normalization adopted in the Company’s Spring
Earnings Review filings, PGA Applications and other weather normalized report submittals.

4. The Total Commodity Margin Requirement of Rate Schedule 101 and Rate Schedule 104 shall be calculated by
multiplying the baseline average commodity margin per customer per Rate Schedule, excluding any margin collected
through the monthly Basic Service Charge, by the current twelve months ended June 30 average customer count based
upon the average of the monthly bills issued.

5. The Margin Commodity Rate is calculated by dividing the Total Commodity Margin Requirement by the Total
Weather Normalized Usage. Also included in the calculation of the Margin Commodity Rate is the amortization of
any balance in the Conservation Variance deferral account and the Weather Variance deferral account.

DEFERRAL OF MARGIN COLLECTION DIFFERENCES:

1. The Company will maintain Conservation Variance and Weather Variance deferral accounts as Regulatory Assets or
Liabilities. Each month, the Company will calculate the difference between the weather-normalized actual margin and
the expected margin for rate schedules 101 and 104. Expected margin shall be the baseline average commodity per
customer multiplied by the current customer count. The resulting dollar amount difference will be recorded in the
Conservation Variance deferral account. The Company will also calculate the difference between non-weather
normalized actual margin and the expected margin for rate schedules 101 and 104. The resulting dollar amount
difference will be reduced by subtracting the dollar amount recorded in the Conservation Variance deferral account
with the remainder recorded in the Weather Variance deferral account.

™)

. (N)
(Continued on the next page)
CNG/005-10-01
ssuep  April 15, 2006 EFFECTIVE __ May 1, 2006
ISSUED BY CASCADE NATURAL GAS CORPORATION
BY TITLE __Senior Vice President

Jon T. Stoltz Planning, Regulatory & Consumer Affairs




P.U.C.Or.No 8 2™ Sub. Original Sheet No. 30-A

CASCADE NATURAL GAS CORPORATION
RULES & REGULATIONS )
RULE 19- CONSERVATION ALLIANCE PLLAN MECHANISM(Continued)
DEFERRAL OF MARGIN COLLECTION DIFFERENCES: (Continued from Previous Page)
2. The Company shall impute interest on the deferred balances on a monthly basis utilizing the Commission establish
deferral account interest rate.
3. The Company will include in the annual CAP filing a temporary adjustment amount designed to amortize any balance
in the Conservation Variance and the Weather Variance deferral accounts. Temporary surcharges and/or refund
increments will be applied to the Margin Commodity Rate over the following 12 months or any other appropriate
amortization period.
N)
CNG/005-10-01
issuep _ April 15, 2006 EFFECTIVE ___ May 1, 2006
ISSUED BY CASCADE NATURAL GAS CORPORATION
BY TITLE _Senior Vice President

Jon T. Stoltz Planning, Regulatory & Consumer Affairs



Second Substitute Original Sheet No. 31
P.U.C. Or. No. 8

CASCADE NATURAL GAS CORPORATION

PUBLIC PURPOSES FUNDING (N)
SCHEDULE NO. 31
PURPOSE:

The purpose of this provision is to define the funding method for public purposes activities to be administered through
one or more independent entities. Public purposes activities include, but may not necessarily be limited to, energy
efficiency programs, market transformation and low-income conservation and bill assistance programs designed to
benefit firm sales customers within Cascade Natural Gas’s service territory in Oregon.

TERM:

This schedule shall terminate on September 30, 2010.

ADJUSTMENT TO RATES:

Effective May 1, 2006, a public purpose charge equal to .75% of current revenues, including customer service charges,
in each month will be assessed as a line item on the bill of rate schedules 101 and 104 customers. The level of the
public purpose charge will be reviewed and revised as necessary based on periodic evaluation of public purposes
funding needs.

Effective May 1, 2006, Cascade will provide each month an additional 0.75% of current Oregon revenues generated
by rate schedules 101 and 104, including customer service charges, but no less than $500,000 per year, as Public
Purposes Funds.

The Public Purposes Funds shall be allocated to specific separate accounts to fund the respective public purposes
programs as follows:

e 1.20% will support public purpose funding of energy efficiency programs that replace programs previously
administered by Cascade with energy efficiency programs administered by an independent entity.

o 0.30% will support public purpose funding for low-income conservation and bill assistance activities,
SPECIAL TERMS AND CONDITIONS:

1. 80% of the monies designated as public purpose funding will be transferred to the Energy Trust of Oregon. The
Energy Trust of Oregon will use the funds to design, promote and administer Natural Gas energy efficiency
programs in accordance with agreements executed between Cascade and the Energy Trust.

2. 20% of the monies designated as public purpose funding will be transferred to two internal program accounts and
dispersed to Community Action Agencies (Agencies) for the purpose of adding or expanding low-income
weatherization programs and bill assistance programs. Until September 30, 2006, or until such time that the
Agencies indicate it is feasible to expand the low-income weatherization programs identified in Schedule 33, the
entire funding will be used for bill payment assistance programs. Commencing October 1, 2006, 75% of the
funding will be designated for low-income conservation programs, and the remaining 25% will be designated for
bill payment assistance. The internal accounts shall accrue interest at the Company’s currently effective

authorized rate of return. (N)
(Continued on next nage)
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CASCADE NATURAL GAS CORPORATION

PUBLIC PURPOSES FUNDING
SCHEDULE NO. 31

SPECIAL TERMS AND CONDITIONS: (Continued from Previous Page)

On the 20" of each month, Cascade will contribute 0.75% of current Oregon revenues towards Public Purposes
Funding. This contribution will be based on the amount of the prior month’s residential (Schedule 101) and
commercial (schedule 104) booked revenues, including customer service charges. Cascade will forward the
contributed funds, less a reserve for uncollectibles in an amount equal to Cascade’s average percentage of net
write-offs, to each fund administrator on the 20" of each month. Funds retained after the 20" of the month will
earn interest at the Company’s authorized rate of return until distributed to the fund administrators unless
otherwise specified in an approved program or other agreement.

Each month, the Company will bill the public purposes surcharge on all rate schedule 101 and 104 customers bills.
By the 20™ of the month following the billing month, the Company will forward the amount of funds expected to
be collected from billings issued for the prior calendar month, less a reserve for uncollectibles in an amount equal
to Cascade’s average percentage of net write-offs, to each fund administrator. Funds retained after the 20™ of the
month will eamn interest at the Company’s authorized rate of return until distributed to the fund administrators
unless otherwise specified in an approved program or other agreement.

The Company, and any independent entity selected to administer public purposes programs under this Tariff, will
report program results as directed by the Commission. Copies of all reports provided by the fund administrators to
the Commission shall also be submitted to the Company for review.

All Public Purposes Funds will be allocated only to programs that are available within the Company’s Oregon
service territory.
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CASCADE NATURAL GAS CORPORATION

OREGON LOW-INCOME BILL ASSISTANCE PROGRAM
SCHEDULE NO. 32

PURPOSE:

The purpose of this provision is to define the mechanism for providing Low-Income bill assistance funding to the
independent entities delivering the program and to define the process through which those funds will be allocated to the
various entities providing services to Low-Income Residential customers within Cascade Natural Gas’s service
territory in Oregon. This tariff schedule works in conjunction with Schedule 31 and Schedule 33.

GENERAL TERMS AND CONDITION:

The monies provided by the public purpose funding, defined in Schedule 31, will be transferred to an internal program
account and dispersed to Community Action Agencies (Agencies) for the purpose of adding or expanding low-income
bill assistance and weatherization programs on a monthly basis.

SPECIAL TERMS AND CONDITIONS:

1.

In order to participate in the program, an Agency must be a legal entity, contracting or subcontracting with the
State of Oregon, Department of Housing and Community Services (OHCS), which is eligible to administer
funding under the Federal Low-Income Energy Assistance Program (LIEAP).

All funds allocated to the Agencies will be distributed only to income-eligible Residential customers of Cascade
Natural Gas. Fund distribution will be accomplished using a cashless voucher system. The cashless voucher
system will allow the transfer of authorized payments to an individual customer’s utility account from the Oregon
Low-Income Bill Assistance program account based on an electronic voucher list submitted to the company by
each participating Agency. The company will process the voucher as soon as possible following receipt of the
voucher list. In the event the Company receives a voucher authorization for a single customer from two or more
Agencies, the Company will process only one voucher authorization.

The company will determine the allocation of bill assistance funds to the participating Agencies at the beginning of
each program year based on the same allocation used by OHCS to allocate funds under LIHEAP during the
previous program year, except that the finds may be reallocated at any time during the program year, if the
company, at its sole discretion, determines that such a re-allocation is the most effective and efficient use of the
available funds.

Each participating Agency will have sole responsibility to screen and approve applicants for eligibility. Each
Agency shall follow the established protocols for the qualification of and disbursement to eligible participants in
accordance with the guidelines promulgated by OHCS and the Low-Income Energy Assistance Act of 1981 and
subsequent amendments, as outlined in the OHCS Omnibus Contract. The amount of assistance for eligible
participants shall be based on the LIEAP/OEA Poverty Guidelines and Payment Matrix from the OHCS
Operations Manual for these programs. Any voucher authorization received by the Company that exceeds these
guidelines will be appropriately adjusted. If a customer has a credit balance due to the receipt of low-income
assistance and the customer turns-off, the credit balance will be redirected to the Agencies allocation for
distribution to other clients.

(continues next page)
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CASCADE NATURAL GAS CORPORATION

OREGON LOW-INCOME BILL ASSISTANCE PROGRAM N)
SCHEDULE NO. 32

SPECIAL TERMS AND CONDITIONS: (Continued from Previous Page)

5. Each Agency will provide a summary report providing information on the prior month’s program activities. The
report must identify the number of families assisted and their location, the amount of funds dispersed. The
Company must receive all reports by the 20™ business day of each month.

6. The Bill Payment Program year will extend from October 1 through September 30. Any amounts not disbursed in
the program year will carry over to the next program year. The Company will provide an annual summary
evaluation report on the progress of the program for review by the Commission by December 1 following the end
of each program year.
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CASCADE NATURAL GAS CORPORATION

OREGON LOW-INCOME WEATHERIZATION PROGRAM
SCHEDULE NO. 33

PURPOSE:

The purpose of this provision is to define the terms and conditions under which that portion of the funds designated for
use for low-income weatherization programs under Schedule 31 “Public Purpose Funding” will be administered and
delivered to eligible customers.

AVAILABLE:

This program is available to income-eligible residential dwellings served by Cascade where the primary heating
equipment in the residential dwelling is fueled by natural gas. Any residential dwelling that received assistance for the
installation of the same or similar measures under any other energy efficiency program will not be eligible for
assistance under this program.

PROGRAM DESCRIPTION:

The Oregon Low-Income Weatherization (OLIW) Program is a program designed to increase energy efficiency in low-
income households within Cascade’s service territory by providing rebates for the installation of certain weatherization
measures in qualifying residential dwellings following the completion of a home energy evaluation performed by
qualifying Community Action Agencies (Agencies).

ENERGY EFFICIENCY MEASURES:

The following energy efficiency measures qualify for rebate under this program:

Ceiling, floor, wall and duct insulation

Duct sealing (per Oregon Office of Energy standards)

Infiltration system (weather stripping and caulking)

High-efficiency furnace installations (90+ % efficient) where cost effective
Furnace tune-up and filter replacement

PROGRAM YEAR:

The OLIW Program year will extend from October 1 through September 30. The Company, by December 1, will
provide an annual summary report on the progress of the weatherization program for review by the Commission
following the end of each program year.

CUSTOMER QUALIFICATIONS:

All funds collected under this program will be distributed only to qualifying income-eligible Residential Customers of
Cascade. In the event the Company receives a rebate request for a single customer from two or more Agencies, the
Company will process only one rebate request.

(continues next page)
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CASCADE NATURAL GAS CORPORATION

OREGON LOW-INCOME WEATHERIZATION PROGRAM
SCHEDULE NO. 33
(continued from previous page)

FUNDS COLLECTION AND AGENCY ALLOCATIONS:

1.

3.

The Company will determine the allocation of funds to participating Agencies at the beginning of each program
year based on the same allocation used by Oregon Housing and Community Services (OHCS) to allocate funds
under the Federal Low Income Energy Assistance Program (LIEAP) during the previous program year. The
Company will advise each Agency at the beginning of each program year of the amount the Company estimates
will be available to each Agency in that year.

In the Company’s sole discretion, funds may be re-allocated among the Agencies at any time during the program
year whenever the Company determines that such a re-allocation is the most effective and efficient use of the
available funds. The Company will not make any such re-allocation without first providing advance notice to the
affected Agencies.

Any amounts not disbursed in the program year will carry over to the next program year.

AGENCY QUALIFICATIONS AND RESPONSIBILITIES:

1.

In order to participate in the program, an Agency must be a legal entity, contracting or subcontracting with the
State of Oregon, Department of Housing and Community Services (OHCS), which is eligible to administer
funding under the Federal Low Income Energy Assistance Program (LIEAP).

Each participating Agency will have sole responsibility to screen and approve applicants for eligibility. Each
Agency shall follow the established protocols for the qualification of and disbursement to eligible participants in
accordance with the guidelines promulgated by OHCS and the Low-Income Energy Assistance Act of 1981 and
subsequent amendments, as outlined in the OHCS Omnibus Contract.

Each participating Agency shall be responsible to complete and return to the Company, all required paperwork and
other documentation as may be necessary for the Company to process the rebate request. The company will
provide the documentation forms to each participating Agency in electronic or hard copy form, whichever is
requested. At a minimum the documentation must include the Agency name, customer name, the landlord name
and address, if applicable, the address of the qualifying households, the square footage of the home, a list of the
measures installed, the rebate amount per measure and total rebate per household.

REBATE PAYMENTS:

1.

The Company will reimburse participating Agencies for the installation of qualifying measures installed in each
eligible household based on the table shown on Schedule 33-B

(continued next page)
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CASCADE NATURAL GAS CORPORATION

OREGON LOW-INCOME WEATHERIZATION PROGRAM
SCHEDULE NO. 33
(continued)

REBATE PAYMENTS: (continued from pervious page)

Therm Savings
Factor Per

Avoided Cost

Measure Square Foot Per Therm Rebate per Home
Install ceiling insulation where no ceiling insulation Therm savings factor x square footage x avoided cost
exists 0.088 $9.05 per therm
Install ceiling insulation where ceiling insulation <R Therm savings factor x square footage x avoided cost
12 exists 0.034 $9.05 per therm
Therm savings factor x square footage x avoided cost
Install floor insulation 0.052 $9.05 per therm
Therm savings factor x square footage x avoided cost
Install wall insulation 0.074 $9.05 per therm
Therm savings
factor per linear
foot (Therm savings factor x square footage)/(square
footage x average linear ft of ductwork per sq ft)
Install duct insulation 0.136 $9.05 avoided cost per therm

Install duct sealing - - $371
Install infiltration measures - - $120
Install high-efficiency furnace - $500
Install direct vent spaceheater - $277
Pertrom furnace tune-up - - $56

2. Inno event will any rebate amount be greater than the actual installed cost of the measure.

PROGRAM ADMINISTRATION AND DELIVERY COSTS:

1. Each Agency will be reimbursed from the Low-Income Weatherization account for administrative costs and direct
program costs incurred by them in their administration and delivery of the OLIW Program in the amount of $225
per household. The Agency fee will be paid to each Agency along with each rebate payment. The Company will
process rebates and Agency payments within thirty days from the date the Company receives all completed

documentation in support of such rebate requests.

2. The company will be reimbursed for actual first year program set up costs from the OLIW account in an amount

not to exceed $5,000.

3. The Company will be reimbursed from the OLIW account each month for actual program administration costs
incurred, except that such reimbursement will not exceed 5% of the total available funds collected during each

program year.

(continued next page)
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CASCADE NATURAL GAS CORPORATION

OREGON LOW-INCOME WEATHERIZATION PROGRAM
SCHEDULE NO. 33
(continued)

PROGRAM EVALUATION:

1.

The Company will have a program baseline assessment performed as soon as practical following the effective date
of this Schedule.

An Advisory Group will be formed to assist the Company in low-income weatherization and bill assistance
program development, implementation, and evaluation. The Advisory Group will consist of at least one member
each from the Company, the Commission staff, The Community Action Directors of Oregon (CADO) and from
two or more participating Agencies.

Following the end of program year, the Company will arrange for an independent program performance evaluation
to be paid from the Low-Income Weatherization funds identified in Schedule 31 in an amount not to exceed
$25,000 per year.

The Company will use the Advisory Group process and the independent program evaluation results to modify the
program structure and processes, where appropriate. These processes may also be used to assess whether or not
any change to low-income weatherization and bill payment assistance funding levels is appropriate.
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CASCADE NATURAL GAS CORPORATION

ENERGY EFFICIENCY SERVICES AND PROGRAMS
FIRM SALES CUSTOMERS
SCHEDULE NO. 34

PURPOSE:

This provision is intended to provide an economical and effective means of conserving Natural Gas through the
reduction of heat loss in Residential dwellings and Commercial buildings and in the improvement of the efficiency of
space heating, water heating, and energy utilization of the dwellings.

AVAILABLE:
This program is available to all firm sales customers served by Cascade.

INFORMATION TO CUSTOMERS:

The Company will provide to its firm sales customers, general and technical information about energy efficiency
~ services offered by the Company, and about energy efficiency programs available through the Energy Trust of Oregon

(Energy Trust), that will improve the efficiency of space heating and energy utilization of Residential dwellings and

Commercial/Industrial facilities. This information may be provided through the use of bill inserts, displays (all

offices), booklets, handouts, advertisements, and industry and public agency literature.

ENERGY EFFICIENCY PROGRAMS:

The Energy Trust of Oregon has been approved to deliver and administer energy efficiency programs to Cascade’s
customers. Customers may participate in such programs by contacting the Energy Trust directly, or a Cascade
representative will connect the Customer upon request.

CUSTOMER NOTIFICATION:

Firm Sales customers will be notified annually by “bill insert:” that (1) information on energy efficiency is available
from the company; (2) that energy efficiency programs are available through the Energy Trust; (3) how to obtain
energy efficiency information from the Company; and (4) how to contact the Energy Trust.

Notification to rental unit owners will be made by mail when a tenant who is a customer: (a) requests that the material
be mailed to the owner; and (b) furnishes the owner’s name and address with the request.

GENERAL TERMS:
This Schedule is governed by the terms of this Schedule, the General Rules and Regulations contained in this Tariff
and by all rules and regulations prescribed by regulatory authorities, as amended from time to time.
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CASCADE NATURAL GAS CORPORATION

ENERGY EFFICIENCY INVESTMENT RECOVERY ADJUSTMENT PROVISION
SCHEDULE NO. 175

APPLICABLE:
This Energy Efficiency Investment Recovery Adjustment Provision ("EIRAP") shall apply to all bundled Gas
Sales Service Rate Schedules in this Tariff.

PURPOSE:
The purpose of this provision is to allow the Company on Adjustment Dates to adjust each rate schedule subject
to this provision to recover capitalized investment costs associated with O.P.U.C. approved Demand Side
Management (DSM) program(s). This provision also allows recovery of revenue margin loss resulting from
energy savings achieved through approved DSM program(s).

ADJUSTMENT DATE:
The Company shall file for rate changes to recover DSM program investment costs and margin losses with an
effective date of October 1, of each year, concurrent with the Company's annual Purchased Gas Cost
Adjustment ("PGA") filing.

AMOUNT OF ADJUSTMENT:
Capitalized Investment
Installation and acquisition costs associated with approved DSM program(s) will be capitalized through
Account 186 and will be amortized over one year. Program specific advertising expenses may also be
capitalized upon approval by the O.P.U.C.. The aggregate annual amortization expense associated with
capitalized DSM program costs, inclusive of a return on the unamortized account balance(s) at the Company's
overall allowed rate of return, will be included as a periodic rate adjustment concurrent with the Company's
annual "PGA" filing. The rate adjustment will be spread on an equal cents/therm basis to all bundled gas sales
service customers using normalized system supply sales volumes used in the Company's PGA filing.

Lost Margin Recovery

Annual net lost margins associated with energy savings resulting from approved DSM programs will be
estimated for each twelve (12) month period ending June 30 and included as a temporary rate adjustment in the
calculation of the effective tariff rates. The temporary rate adjustment will be amortized to rates, for a period of
one year, on an equal cents per therm basis to all system supply sales volumes using the normalized system
supply sales volumes used in the Company's PGA filing. Estimated therm savings and associated net lost
revenue margins used in developing the temporary rate adjustments will be subject to true-up and amortization
in the second 12 month period commencing October 1, to reflect the measurement and verification of therm
savings and net lost margins actually experienced during the period estimated. Measurement and verification
will be completed for each of the three years following inclusion of the temporary rate increment in rates.

Net lost revenue margins for each DSM program will be calculated at the tariff rate, applicable to customers
targeted by a particular DSM program, in effect during the period for which the savings were calculated, minus
the WACOG (including all pipeline transportation and capacity charges), net of all temporary adjustments,
times the annual therm savings under the approved DSM program.

Effective May 1, 2006, and the implementation of the company’s Rule 19, the Conservation Alliance Plan, the
company will discontinue the deferral of lost margins for customers on Rate Schedules 101 and 104.
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Staff-CNGC-CUB-NWIGU-CADO-OECA-NWEC-NRDC/100
Durrenberger-Stoltz-Jenks-Pyron-Weiss-Abrahamson/1

Q. Please state your names and positions.
My name is Ed Durrenberger. I am a Senior Revenue Requirement Analyst for the
Public Utility Commission of Oregon. My witness qualification statement is included
as an attachment to this testimony.

My name is Jon T. Stoltz. I am employed by Cascade Natural Gas Corporation
(“Cascade” or “the Company”) as Senior Vice President of Regulation and Gas Supply.
My witness qualification statement is included as an attachment to this testimony.

My name is Bob Jenks. I am executive director of the Citizens’ Utility Board
(“CUB”). My witness qualification statement is included as an attachment to this
testimony.

My name is Paula Pyron. I am the Executive Director of Northwest Industrial
Gas Users (“NWIGU”). My witness qualification statement is included as an
attachment to this testimony.

My name is Jim Abrahamson. I am the Oregon Energy Partnership
Coordinator, and I represent Community Action Directors of Oregon (“CADO”) and
Oregon Energy Coordinators Association (“OECA”) in this proceeding. My witness
qualification statement is included as an attachment to this testimony.

My name is Steven Weiss. I am Senior Policy Associate of the NW Energy
Coalition (“NWEC?”). In this proceeding, I am also representing the Natural Resources
Defense Council (“NRDC”). My witness qualification statement is included as an
attachment to this testimony.

Q. What is the purpose of your testimony?
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The purpose of our joint testimony is to describe and support the Stipulation among
Staff, Cascade, CUB, NWEC, CADO, OECA, NRDC, and NWIGU (collectively, the
“Parties”) regarding the terms and conditions under which Cascade will implement a
decoupling mechanism in Oregon.

Does the Stipulation resolve all the contested issues in this proceeding?

Yes.

Are all parties to the proceeding included in the Stipulation?

Yes. In addition, the Energy Trust of Oregon (“ETO”) participated in settlement
discussions in this proceeding given its role under the Conservation Alliance Plan
proposed by Cascade, but is not a party to the case and did not wish to be included in
the Stipulation. The ETO does not object to the terms of the Stipulation or the entry of
the Stipulation as the basis for settling the contested issues in this proceeding.

Please describe the events leading up to agreement on the Stipulation.

On October 17, 2005, Cascade submitted an Application for approval of its
Conservation Alliance Plan (“CAP” or “the Plan”). Advice No. 005-10-01. The Plan
includes a decoupling mechanism consisting of two deferral accounts, one to track
changes in margin due to variations in weather-normalized usage (conservation) and
another to track changes in margin due to weather that varies from normal (together,
the “Decoupling Mechanism”). As an additional element of the Plan, Cascade would
commence providing Public Purpose Funds to the ETO and community service agencies
for general and low-income demand-side management (“DSM”) programs and low-

income bill payment assistance in Cascade’s Oregon service areas.

JOINT TESTIMONY
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Interested parties participated in workshops on November 17 and December 20. At its
January 11, 2006 open meeting, the Commission suspended the filing for a period of
time not to exceed six months from January 11’, 2006, the proposed effective date of the
tariff sheets. Order No. 06-011. A prehearing conference was convened on
February 1, 2006, followed by settlement conferences among the parties on
February 21 and April 5.

Q. Please describe the terms of the Stipulation.
Paragraphs 7 through 15 of the Stipulation set forth the essential terms of the agreement
among the Parties. Our testimony will discuss these paragraphs in order.

Q. Please describe paragraph 7 of the Stipulation.

A. Paragraph 7 pertains to the proposed tariff sheets to be submitted by Cascade to
implement the Plan. Cascade is required to refile these tariff sheets — collectively the
“CAP Tariff Sheets” - to reflect an effective date of the first day of the month
following Commission approval of the Company’s Plan in this proceeding. The CAP
Tariff Sheets are the following: Second Substitute Original Sheet Nos. 30 and 30-A
entitled “Rule 19 ~ Conservation Alliance Plan Mechanism,” Second Substitute
Original Sheet Nos. 31 and 31-A entitled “Public Purposes Funding,” Substitute
Original Sheet Nos. 32 and 32-A entitled “Oregon Low Income Bill Assistance
Program,” Substitute Original Sheet Nos. 33, 33-A, 33-B and 33-C entitled “Oregon
Low Income Weatherization Program,” Original Sheet No. 34 entitled “Energy

Efficiency Services and Programs - Residential and Commercial,” and Substitute First
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Revision Sheet No. 175 entitled “Energy Efficiency Investment Recovery Adjustment
Provision.”

Q. What do the tariff sheets provide with respect to the amortization of any balance in
the Conservation Variance and Weather Variance accounts?

A. The Company will include in the annual CAP filing a temporary adjustment amount
designed to amortize any balance in the Conservation Variance and Weather Variance
deferral accounts over the 12-month period commencing with the PGA adjustment each
year. Whether such amortization period should be extended due to unusual
circumstances shall be considered as part of the Company’s CAP filing in such year.

Q. What do the Parties recommend with respect to the CAP Tariff Sheets?

With these revisions, the Parties recommend that the CAP Tariff Sheets be approved by
the Commission to become effective on the first day of the month following
Commission approval of this Stipulation. The CAP Tariff Sheets to be implemented
are included as Attachment 1 to the Stipulation.

Q. Please describe paragraph 8 of the Stipulation.

A. Paragraph 8 addresses the proposed term of the Plan, and an independent evaluation of
the Plan. The Parties recommend that the Plan, if approved, remain in effect through
September 30, 2010. Prior to September 30, 2010, Cascade is required to sponsor a
study by an independent entity, approved by Staff, to evaluate the effectiveness of the
CAP, according to criteria and standards to be determined by the Parties no later than
March 31, 2009.

Q. What action will be taken with respect to the independent evaluation?
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A. No later than March 31, 2010, Cascade will submit the results of the independent study
to the Parties and to the Commission and, further, will request by petition that the
Commission open an investigation on the issue of whether to continue the CAP (with or
without modifications) after September 30, 2010.

Q. Please describe paragraph 9 of the Stipulation.

A. Paragraph 9 identifies certain circumstances under which Cascade may be required to
make a general rate filing. Paragraph 9 permits the Commission, at any time prior to
December 31, 2007, to request that Cascade submit a general rate filing in Oregon. In
response, Cascade would be required, no later than April 1, 2008, to submit a general
rate case, and to bear the burden of proof in such filing in accordance with
ORS 757.210. Paragraph 9 provides that the historic test period for purposes of such
filing shall be fiscal year 2007 (the twelve months ended September 30, 2007), or such

other period as may be agreed upon by the Parties.

Q. Does paragraph 9 preclude Cascade’s rates from being reviewed under other
circumstances?
A. No. Paragraph 9 is intended to provide an option for the Commission to require

Cascade to make a general rate case filing within a specified time period. Cascade
could voluntarily file a general rate case on its own, irrespective of paragraph 9. In
addition, the Parties retain any rights they have under ORS 757.210 and ORS 757.515
(i.e., a Commission-instigated show cause rate case) to file a complaint challenging
Cascade’s rates.

Q. Please describe paragraph 10 of the Stipulation.
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A. Paragraph 10 relates to the public purposes funding portion of the Plan, which includes
funds generated by Schedule 31 as well as funds provided by Cascade. Beginning with
the effective date of the CAP Tariff Sheets, Schedule 31 provides that Cascade will
commence collection of a 0.75% Public Purposes Funding surcharge from its
residential and commercial customers, calculated based on monthly revenues generated
by both the energy and service charges. These funds will be distributed to the ETO and
community service agencies for the pursuit of DSM programs for residential,
commercial and firm industrial sales customers and low-income DSM and bill payment
assistance programs for income-qualifying residential customers in Cascade’s Oregon
service areas. In addition to the funding provided by Schedule 31, Cascade will
commence providing, as of the effective date of the CAP Tariff Sheets, an additional
0.75% of current Oregon revenues generated by rate schedules 101 and 104, including
customer service charges, but no less than $500,000 per year. The funds that Cascade
provides will be added to the collection of the surcharge from customers and be
distributed to the ETO and agencies in accordance with the CAP Tariff Sheets.

Q. How will this affect the existing programs offered by Cascade to its Oregon
customers?

A. The collection of public purposes funds pursuant to Schedule 31 and the administration
of such funds pursuant to Schedules 32 and 33, will replace energy efficiency, market
transformation and low-income weatherization programs currently administered by
Cascade in its Oregon service areas. During the period the CAP Tariff Sheets remain

in effect, responsibility for the administration and delivery of Cascade’s energy
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efficiency programs, including those for firm industrial sales customers, will be
transferred to the ETO or other qualified conservation program facilitator, as
determined by the Commission. Cascade will administer the Schedule 32 and 33 low-
income programs that will be delivered by the agencies.

Q. How will industrial customers be served under the Plan?
The ETO will offer services to Cascade’s firm industrial sales customers through its
commercial programs. The ETO will provide Cascade with information regarding
funding provided to firm industrial sales customers, and Cascade will track such
expenditures based on the ETO reports. If such expenditures exceed the ETO’s portion
of the shareholder contribution in any year (i.e., $500,000 for all customer classes),
Cascade will defer the excess expenses in a deferred account for recovery as part of the
annual Purchased Gas Adjustment, which is the same method Cascade currently
employs to collect firm sales industrial program expenses.

Q. What about Cascade’s transportation-only customers and customer served under
special contracts?

A. Industrial customers served under Cascade’s Schedules 163 and 164 and under special
contracts will not be charged for any of the gas-related programs set forth in
paragraph 7 of the Stipulation. Correspondingly, these customers will not be eligible
for ETO funding for natural gas-related conservation and efficiency programs for their
transportation volumes.

Q. Please describe paragraph 11 of the Stipulation.
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A. Paragraph 11 addresses concerns regarding the level of public purpose funding and the
allocation of such funds among the various programs. Paragraph 11 provides that the
level of public purposes funding and its allocation among low-income weatherization,
DSM and bill payment assistance, as provided in paragraph 10 of the Stipulation and in
Schedules 31, 32, and 33, is subject to adjustment based upon actual experience in the
administration of such programs. The ETO and community agencies are currently
performing studies and evaluations regarding the effectiveness and funding needs of
such programs, and the Parties wish to ensure that the outcome of these studies and
evaluations would be reflected in future adjustments. Paragraph 11 provides that future
adjustments would occur following consultation and discussions among an advisory
group comprising representatives from the agencies, ETO, the Company, Staff, and
other interested parties.

Q. Please describe paragraph 12 of the Stipulation.

A. Paragraph 12 addresses the terms of an Earnings Sharing Mechanism that will remain
in effect for so long as the CAP Tariff Sheets are effective. For purposes of a baseline
Return on Equity (“ROE”) for the Earnings Sharing Mechanism, paragraph 12
provides that unless the Commission determines otherwise, the baseline ROE will
continue to be determined in accordance with Order No. 04-203 in Docket UM 903,
including an adjustment of the earnings threshold calculation by twenty percent (20 %)
of any change in the risk free rate for the 12-month calendar year preceding the annual
earnings review. The Parties agreed that the earnings range for purposes of the

Earnings Sharing Mechanism should be narrowed in connection with the
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implementation of the Plan. Beginning with the effective date of the CAP Tariff
Sheets, the earnings threshold will be reduced from the baseline ROE plus 300 basis
points — as established in Order No. 04-203 - to the baseline ROE plus 175 basis
points. In the event Cascade’s actual ROE exceeds the earnings threshold, revenues
representing thirty-three percent (33 %) of the earnings exceeding the threshold will be
shared with customers, in accordance with Order No. 04-203.

Q. Could other Commission proceedings affect the design and terms of the Earnings
Sharing Mechanism?

A. Yes. The Parties are aware that the Commission is currently conducting a general
investigation of PGAs. The Parties acknowledge that the Commission could determine
that the Earnings Sharing Mechanism proposed by the Parties in this Stipulation must
be modified as a result of the Commission’s decision in that proceeding.

Q. Please describe paragraph 13 of the Stipulation.

Paragraph 13 sets forth the terms of a Service Quality Measure (“SQM”) that Cascade
will be implementing in connection with approval of the Plan. This SQM will remain
in place for a ten (10) year period. Under the SQM, the unit of measurement is the
Commission’s “PUC Complaints At Fault Per 1,000 Customers” as established by the
Consumer Services Division of the Commission, and calculated as an average ratio for
the entire calendar year. Paragraph 13 sets forth certain performance levels that
Cascade will be required to achieve, and the penalties that will be imposed in the event
Cascade fails to achieve the stated performance level. Paragraph 13 also provides a

timeline for developing the criteria by which the Consumer Services Division of the
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Commission would assess an “at fault” complaint, and a process for resolving any
disputes regarding the “at fault” designation or the calculation of the ratios.

Q. How were the level of penalties under the SQM determined?

A. The penalty amounts were set by reference to the level of penalties under the SQM
program currently in place for Northwest Natural Gas Company, scaled back
appropriately to correspond to Cascade’s reduced volume of sales in Oregon.

Q. Please explain paragraph 15 of the Stipulation.

In paragraph 15, the parties express their agreement that the Stipulation is in the public
interest and results in an overall fair, just, and reasonable outcome of the matters at
issue in this proceeding.

Q. What other terms does the Stipulation include?

The Stipulation represents a number of negotiated compromises among the Parties.
Thus, the Parties have agreed that no particular Party shall be deemed to have approved
the facts, principles, methods, or theories employed by any other in arriving at the
Stipulation, and that the terms incorporated in the Stipulation should not be viewed as
precedent in subsequent proceedings. In addition, the Parties have the right to
withdraw from the Stipulation if any material part is rejected by the Commission.

Q. What do the Parties recommend regarding the Stipulation?

A. The Parties recommend that the Commission adopt the Stipulation as the basis for
resolving all the contested issues in this proceeding, and that the Commission approve
the proposed tariff sheets included as Attachment 1 to the Stipulation, effective as of

May 1, 2006.

JOINT TESTIMONY
Portind3-1547515.1 0004955-00009



Staff-CNGC-CUB-N WIGU-CADO-OECA-NWEC-NRD C/100
Durrenberger-Stoltz-J enks-Pyron-Weiss-Abrahamson/1 |

Q. Does this conclude your joint testimony?

A. Yes.
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OTHER EXPERIENCE:

Ed Durrenberger

Public Utility Commission of Oregon

Senior Revenue Requirement Analyst

550 Capitol St. NE, Ste. 215, Salem, Oregon 97301

B.S. Mechanical Engineering
Oregon State University, Corvallis, Oregon

| have been employed at the Public Utility Commission of
Oregon since February of 2004. My current
responsibilities include staff research, analysis and
technical support on a wide range of electric and natural
gas cost recovery issues.

[ have over twenty years of operations and maintenance
experience managing a boiler plant in a heavy industrial
manufacturing environment. | have also managed
manufacturing and production in high tech equipment
manufacturing. Additionally | have managed fuel
procurement and scheduling for a manufacturing facility
utilizing a wide variety of fuel types including Natural Ga
Fuel Oil and Renewable fuels.
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Qualification Statement of Jon T. Stoltz

Please state your name and address for the record.
Jon T. Stoltz, 222 Fairview Avenue North, Seattle, Washington.
By whom are you employed and what is your title?

I am employed by Cascade Natural Gas Corporation (“Cascade” or the “Company”) as
Senior Vice President — Gas Supply and Regulatory.

Would identify your responsibilities with the Company?

As Senior Vice President- Gas Supply and Regulatory, I am responsible for the Gas Supply
and Regulatory Affairs Departments of Cascade. The Gas Supply Department is
responsible for the execution of the Company’s Gas Procurement Strategy, including the
negotiation and purchasing of physical gas supplies and the securing of price hedges for
appropriate portions of the company’s core gas supply portfolio. The Gas Supply
Department is also responsible for the daily, monthly and annual management of the core
gas supply portfolios, including coordination of transportation and storage of gas supplies
via interstate and Canadian pipelines. Cascade is a firm shipper on two U.S. interstate
pipelines and two Canadian pipelines. As such, the Gas Supply Department is also
responsible for overseeing long- and short-term pipeline contracts and negotiations before

the Federal Energy Regulatory Commission (FERC) and Canada’s National Energy Board.

The Regulatory Affairs Department is responsible for the preparation of all rate-related
exhibits in “tracking” and general rate relief filings. The Regulatory Affairs Department is
also responsible for the preparation of the Integrated Resource Plan or sometimes referred
to as the Least Cost Plan. Least Cost Planning involves long-range market forecasts,

evaluation of the costs and availabilities of demand-side and supply-side resources to meet
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such forecasted markets, as well as the development of written Integrated Resource Plans
for submittal before the Washington Ultilities and Transportation Commission and the

Public Utility Commission of Oregon.

Q.  Please describe your education background and previous experience.

A. 1 am a graduate of the University of Texas at El Paso with a degree in electrical

engineering. My post-graduate studies include courses in utility economics, management

and accounting.

Prior to joining Cascade, I was employed by El Paso Electric Company as a Rate Engineer
with the title of Special Projects Engineer. My responsibilities while with El Paso Electric

were quite similar to those rate analyst have with Cascade.
My tenure with El Pasco Electric was approximately three years.

Q. Have your previously sponsored testimony?

A.  Yes, I have sponsored testimony before the Public Utility Commission of Oregon, before

the Washington Ultilities and Transportation Commission, before the New Mexico Public

Utility Commission, and before FERC.
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Bob Jenks
Citizens’ Utility Board of Oregon
Executive Director

610 SW Broadway, Suite 308
Portland, OR 97205

Bachelor of Science, Economics
Willamette University, Salem, OR

Provided testimony or comments in a variety of OPUC dockets, including UE
88, UE 92, UM 903, UM 918, UE 102, UP 168, UT 125, UT 141, UE 115,
UE 116, UE 137, UE 139, UE 161, UE 165, UE 167, UE 170, UG 152,
UM 995, UM 1050, UM 1071, UM 1147, and UM 1121. Participated in the
development of a variety of Least Cost Plans and PUC Settlement
Conferences. Provided testimony to Oregon Legislative Committees on
consumer issues relating to energy and telecommunications. Lobbied the
Oregon Congressional delegation on behalf of CUB and the National
Association of State Utility Consumer Advocates.

Between 1982 and 1991, worked for the Oregon State Public Interest
Research Group, the Massachusetts Public Interest Research Group, and the
Fund for Public Interest Research on a variety of public policy issues.

National Association of State Utility Consumer Advocates

Board of Directors, OSPIRG Citizen Lobby

Telecommunications Policy Committee, Consumer Federation of America
Electricity Policy Committee, Consumer Federation of America



Docket No.: UG 167
Exhibit No.: 104
Witness: Paula E. Pyron

BEFORE THE PUBLIC UTILITY COMMISSION
OF THE STATE OF OREGON

STAFF — CNGC - CUB - NWIGU
CADO — OECA — NWEC - NRDC

Exhibit Accompanying
Joint Testimony in Support of Stipulation

April 2006




Paula E. Pyron
Statement of Qualifications

Paula Pyron is the Executive Director of the Northwest Industrial Gas Users (“NWIGU”),
a nonprofit association of 32 large end-users of natural gas with facilities in Oregon,
Washington and Idaho. The association represents its members’ interests in distributor
and pipeline rate cases, tariff filings and regulatory policy issues in the three states and at
the Federal Energy Regulatory Commission. Ms. Pyron accepted this representation of
NWIGU effective September 2000.

Ms. Pyron has been a lawyer since 1983, hailing from the oil patch in Tulsa, Oklahoma
for the first several years of her business- focused practice with the law firm of Boesche,
McDermott & Eskridge. She began private practice in Portland, Oregon in 1991 with an
emphasis in energy regulation and contract negotiation. She represented Northwest
Industrial Gas Users from 1991 to 1999 as an outside counsel, most recently as a partner
at Energy Advocates LLP, and prior to that firm’s founding was a partner at Ball Janik
LLP. Until her recent engagement as NWIGU’s executive director, since April 1999 she
managed the legal department in Portland as Assistant General Counsel for PG&E Gas
Transmission, Northwest Corporation.

Ms. Pyron is admitted to practice in the state bars of Oregon and Oklahoma and
numerous federal courts. She is a 1983 graduate of the University of Tulsa, College of
Law and has a BS in Economics, summa cum laude from the University of Texas at
Dallas. She has testified on energy regulatory and legislative matters in Oregon and
Washington before the Oregon Public Utility Commission (OPUC), the Washington
Utilities and Transportation Commission (WUTC), and state legislative committees. She
has appeared on numerous occasions before the WUTC, the OPUC and the Idaho Public
Utility Commission as executive director of NWIGU.
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QUALIFICATIONS AND BACKGROUND OF

THOMAS JAMES (JIM) ABRAHAMSON

Please state your name and business address.
My name is Thomas James (Jim) Abrahamson. My business address is 4035 12" Street

Cut-Off, Suite 110, Salem, Oregon 97302.

By whom are you employed and in what capacity?

[ am the Oregon Energy Partnership Coordinator for the Community Action Directors of
Oregon (CADO). In this capacity I work with CADO and the Oregon Energy
Coordinators Association (OECA) to analyze, coordinate, communicate and implement

issues and projects that provide needed energy benefits to low-income Oregonians.

Please describe your educational background and professional experience.

I was awarded a Masters of Science in Economics and a Bachelor of Science in
Economics from Portland State University in Portland, Oregon. I have been the Oregon
Energy Partnership Coordinator since January, 2004. I have nearly 20 years of
experience in the electric utility industry in a variety of capacities. Most recently, I was
employed by Cinergy / PSI Energy and was based in Indianapolis, Indiana. While
employed at Cinergy / PSI Energy I was Manager of Strategic Planning Systems. Other
responsibilities included the development of long-term population, employment and
electric load forecasts associated with PSI’s first IRP filing with the Ohio PUC, and

management of a major marketing program. Prior to that [ was employed by Pacific
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Power and Light Company in Portland, Oregon. While employed at Pacific Power my
respongibilities included long-term economic and electric load forecasting, strategic
planning, public policy, and the administration of Pacific’s first integrated resource
planning process (RAMPP 1). While in Indiana, I also operated in the capacity as a
loaned executive providing critical strategic planning and decision making services to
non-profit agencies throughout central and southern Indiana. I have served as the Chair
of the Portland (Oregon) Utilities Review Board advising the Portland City Council on
issues related to water, wastewater, stormwater and solid waste/recycling rates including
the impact of the City’s low-income utility assistance programs. In addition, I was a
member of the City of Portland’s Regional Electric Utility Advisory Council which was
assisting in the recently concluded efforts to transform Portland General Electric into a

regionally-owned public utility.

Have you provided testimony to this commission in the past?

Yes, I provided testimony on behalf of CADO and OECA in UM 1121,
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QUALIFICATION STATEMENT OF
STEVEN WEISS
Witness for the
NW Energy Coalition and Natural Resources Defense Council
Please state your name, employer and business address.
My name is Steven Weiss. I am employed by the NW Energy Coalition (NWEC),
219 First Ave. South, Suite 100, Seattle, WA 98104. Phone: 503-851-4054.
What is your position and responsibilities?
I am a Senior Policy Associate and represent NWEC in regulatory proceedings at
BPA and in the State of Oregon. [ am also an advocate for clean and affordable
energy in many other forums including the NW Power Planning Council,
Columbia Grid, and the Oregon Legislature.
Summarize your educational background and professional experience.
I received a Masters in Science Education from Bucknell University in 1976 and a
Bachelor of Arts in Physics and Math from the University of California at
Berkeley in 1968. Previous professional experience includes employment as
Assistant Professor at Clarion State College in Pennsylvania from 1975-79 and
Director of Salem Electric (Co-op) from 1982-94. Itaught math and statistics at
Chemeketa Community College part-time during that period. I owned and
operated a retail bicycle shop from 1980-96. I have been employed by NWEC
since 1994 and have participated in numerous Oregon and regional policy forums
and ratecases. I also co-authored Oregon's electricity restructuring law (SB1149).
Have you appeared before the Commission in other proceedings?
Yes. Ihave represented NWEC and NRDC in numerous dockets, including
rulemakings, PGE, PacifiCorp and NW Natural rate cases and IRPs, as well as at

workshops and conferences over the past dozen years.
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