
 

 
Rates and Regulatory Affairs 
Facsimile:  503.721.2532 

 
 
September 12, 2007 
 
 
 
VIA ELECTRONIC FILING 
 
Public Utility Commission of Oregon 
550 Capitol Street, N.E., Suite 215 
Post Office Box 2148 
Salem, Oregon 97308-2148 
 
ATTN:  Filing Center 
 

Re: OPUC Docket Nos. UG 152/UG 163:  Explanatory Brief of NW Natural 
 
 
  Northwest Natural Gas Company, dba NW Natural (NW Natural or the 
“Company”), files herewith the above-referenced Explanatory Brief. 
 
  Please call me at 1-503-721-2476 if you have any questions or require 
any further information. 
 
      Sincerely, 
 
 
      /s/ Inara Scott 
 
      Inara K. Scott, Manager 
      Rates & Regulatory Affairs 
 
IKS/cmt 
enclosures 
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BEFORE THE PUBLIC UTILITY COMMISSION  
 

OF OREGON 
 

UG 152/ UG 163 
 
 
In the Matter of     ) 
      ) EXPLANATORY 
NORTHWEST NATURAL    )  
      ) BRIEF OF 
Extending the Term of Weather-Adjusted Rate ) 
Mechanism (WARM) and Distribution Margin ) NW NATURAL 
Normalization (DMN)    ) 
 
 
 

I.  BACKGROUND 
 
Weather Adjusted Rate Mechanism (WARM)
 

On August 22, 2003, the Commission issued Order No. 03-507 establishing 

WARM.  The Commission approved WARM as part of a stipulation resolving issues in 

NW Natural’s general rate filing.  See Order No. 03-507, Appendix C (Partial Stipulation 

Regarding Weather Adjusted Mechanism).  The mechanism adjusts customers' bills due 

to deviations in weather from that assumed in the rate case and is intended to allow the 

company to recover its fixed costs by either raising rates when weather is unusually 

warm or lowering rates when weather is unusually cold. Per the terms of the stipulation, 

NW Natural’s WARM program will expire September 30, 2008.   In addition, the 

stipulation noted that, “Four years following WARM implementation, by September 28, 

2007, the Company may submit to the Commission….a request to continue the 

program.” Id. at Appendix C, page 3.   

On November 13, 2003, the Commission modified WARM in Order No. 03-655.  

Specifically, that Order: 
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• Redefined the heating season to be Billing Cycle Ending Dates from  

November 15th through May 15th. 

• Defined Billing Cycle Ending Date to be the date of the meter read. 

• Removed Demand Charges from the Margin. 

On August 16, 2004, the Commission modified WARM in Order No. 04-463.  In 

that Order, the Commission made changes to the program that would control or cap the 

amount by which WARM could increase customer bills in both absolute and percentage 

terms and that would minimize the effect of a customer’s usage on the WARM 

adjustment for others.  WARM was further modified to address problems with cross-

subsidization and cross-customer impacts.   

Distribution Margin Normalization (DMN)

On September 12, 2002, the Commission entered Order No. 02-634 in Docket 

No. UG 143, adopting a stipulation that authorized NW Natural to implement DMN.  

Under the terms of the stipulation, the partial decoupling mechanism would terminate on 

September 30, 2005, unless extended by the Commission. The stipulation further 

provided that by March 31, 2005, NWN would submit the results of an independent 

study regarding the partial decoupling mechanism’s effectiveness and would ask the 

Commission to open an investigation to consider whether the partial decoupling 

mechanism should be continued. 

On August 25, 2005, the Commission extended the DMN tariff for four years, so 

that it could be evaluated alongside WARM. See Order No. 05-934. Further, the parties 

stated that having the DMN tariff in effect one year longer than WARM will “ensure that 
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any delay in analyzing and potentially extending WARM will not affect DMN.” Id. at 2.  

DMN is currently scheduled to expire on September 30, 2009.   

II.  STIPULATION 

Beginning May 31, 2007, NW Natural, the Staff of the Public Utility Commission 

of Oregon, the Citizens’ Utility Board of Oregon, the Northwest Industrial Gas Users, the 

Northwest Energy Coalition, the Community Action Partnership of Oregon, the Oregon 

Energy Coordinators Association, and the Oregon Department of Energy (collectively, 

the “Parties”) held discussions regarding an extension of both WARM and DMN.  During 

the course of those meetings, the Parties determined it to be more efficient to consider 

WARM and DMN concurrently.  Because the mechanisms interact, and the issues that 

may be discussed with regard to each are likely to overlap, concurrent examination of 

the two mechanisms appeared to be a more efficient use of the Parties’ time.  

Ultimately, the Parties agreed on a Stipulation that extends both DMN and WARM until 

October 31, 2012. NWN filed this stipulation on August 28, 2007. See Stipulation, 

attached as Exhibit A.   

The Parties agreed to the Stipulation in part because they determined it would be 

helpful to have several years of data on the functioning of WARM, so it can be more 

fully considered in the future. The Stipulation will allow parties to create more informed 

recommendations regarding WARM because of a reporting requirement that requires 

NW Natural to provide the Parties with an annual report on the functioning of WARM. 

The report will include the following data for the prior WARM year (i.e., for the 

November 30, 2007 report, data from December 1, 2006, to May 15, 2007): actual 

Heating Degree Day differences experienced; charges or credits actually charged by 
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month and total across heating seasons or years in which the mechanism was in place; 

what percent of bills they were and actual amounts outside the limits that were deferred; 

and other factors related to WARM, such as number of opt-outs, customer calls, at-fault 

complaints, and billing issues by heating season or year; total charge or credit recorded 

by month for each heating season and year of the program; and financial impact, for 

example in earnings per share or return on equity.  

No operational changes were made to either DMN or WARM.  The Stipulation 

contains several provisions including a rate case moratorium, a force majeure clause, 

off ramps related to NW Natural’s Integrity Management Program and Advanced Meter 

Reading program, and an agreement to provide information and respond to discovery 

requests. Finally, the Parties agreed an extension to both WARM and DMN, to October 

31, 2012.     

III.  CONCLUSION 

 Under the terms of the stipulation adopted in Order No. 03-507, NW Natural was 

required to submit to the Commission by September 28, 2007, a request to continue 

WARM. See Appendix C at 3.  The Company respectfully requests that the Stipulation 

(Exhibit A attached hereto) be placed on the Commission’s September 20, 2007 public 

meeting, in order to ensure continuous authorization for WARM.  

 
 DATED:  September 12, 2007 
 
 
     Respectfully submitted, 
 
      
         /s/ Inara Scott              
     Inara K. Scott 
     Manager, Regulatory Affairs 





























 
 

CERTIFICATE OF SERVICE 
 

 I hereby certify that on the 12th day of September, 2007, I served the foregoing NORTHWEST 
NATURAL’S EXPLANATORY BRIEF in OPUC Docket Nos. UG 163/UG 152 upon all parties on the 
service lists in these dockets by mailing a copy properly addressed with first class postage prepaid. 
 
      __/s/ Kelley C. Miller  
      Kelley C. Miller, Staff Assistant 
      Rates & Regulatory Affairs 
      NW NATURAL 
      220 NW Second Avenue 
      Portland, Oregon 97209-3991 
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