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Sixth Errata Filing

VIA ELECTRONIC FILING

Public Utility Commission of Oregon
550 Capitol Street, NE, Suite 215
Post Office Box 2148
Salem, Oregon 97308-2148
Attention: Filing Center
Re: UG 221 — SIXTH ERRATA FILING
Errata to Exhibit NWN/2600 Miller
Northwest Natural Gas Company, dba NW Natural (“NW Natural’ or “Company”),

files herewith its Errata to the above-referenced NWN Exhibit as follows:

Exhibit NWN/2600 Miller.

Miller/6 The reference to accounting guidance in footnote 8 was corrected from
“480-340” to “980-340".

Miller/12 Line 1 was corrected to note in all cases “except two” instead of “except

one”. Footnote 14 on the same page was updated with the information
on the second case.

Please call me if you have questions.

Sincerely,
NW NATURAL
/s/ Onita King

Onita R. King
Tariffs and Regulatory Compliance

enclosures
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NWN/2600
Miller/6

“Sharing” proposals

Please explain how the parties’ specific proposals to require the Company to bear
ten, or fifty percent of all of its costs for environmental remediation would
inappropriately impose negative financial consequences on NW Natural.

The parties characterize their proposals as “sharing” because costs would be borne by
both customers and shareholders. The effect of this sharing, however, would be very
significant and would produce consequences that are highly unusual under normal utility
regulation.

Under generally accepted accounting principles, a utility is required to write off
costs that are not likely to be recovered.! This occurs at the time the utility determines
that the costs are not likely to be recovered. If the Commission adopts Staff’s proposal,
NW Natural would be required to write off approximately $11 million in 20122, This
represents about eleven percent of the utility income the Company would otherwise
expect to earn this year. Adoption of Staff's proposal would also require the Company to
write off ten percent of all future incremental expenses. If NWIGU-CUB’s proposal were
adopted, the Company would be required to write off around $56 million® in 2012, and
fifty percent of all future incremental expenses. This would reduce NW Natural’s net
income by over half in that year, and could significantly damage the Company over the

long-term.

! Accounting Standard Code No. 980-340, Regulated Operations — Other Assets and Deferred Costs

% $11 million represents ten percent of the $112 million regulatory asset balance (net of insurance recoveries) as of
March 31, 2012.

% This is fifty percent of the $112 million regulatory asset balance.

6— REPLY TESTIMONY OF C. ALEX MILLER

Rates & Regulatory Affairs
NW NATURAL
220 N.W. Second Avenue
Portland, Oregon 97209-3991
1-503-226-4211
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Natural has researched and found that in every case, except two, commissions around
the country have found that prudent manufactured gas plant-related environmental
remediation costs are recoverable from current ratepayers, even though the costs relate
to cleanup for historic operations. In the one case where costs were not allowed, the
utility could not establish that the historic operations were related to the provision of
utility service. In NW Natural’s case, a nexus with utility operations is indisputable.
If the Commission declines to adopt sharing, as proposed by Staff and NWIGU-
CUB, how will the utility be incentivized to manage its costs and seek to maximize
insurance recoveries?
The utility does not need a sharing mechanism in order to have an incentive to manage
costs and maximize recoveries. The utility already has an incentive to do that because
its actions are always subject to review for prudence by the Commission, with the
engagement of the parties as well. The Company understands that it is expected to
manage its costs well, and has provided extensive evidence on how it has done that.
See NWN/1300 Wyatt. Additionally, the Company understands that it is expected to
maximize insurance recoveries, and has provided extensive evidence on how it is doing
that. See NWN/1400 Hart.

It is noteworthy that despite providing the parties a very high level of
transparency into NW Natural’'s remediation actions, no party has raised any arguments
that NW Natural has failed to manage its costs or that it has been ineffective in

maximizing insurance recoveries. Under these circumstances, the Commission should

! The Indiana Regulatory Commission (IURC), 1995 WL 447073 and Westlaw 675 N.E.2d 739, Util. L. Rep. P26, 591;
the Public Service Commission of Maryland, Delmarva Power and Light, 2009 Case No. 9192, Order No. 83085
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