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Attorney General

MARY H. WILLIAMS
Deputy Attomey General
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GENERAL COUNSEL DIVISION

May 18,2012

PUC Filing Center

Public Utility Commission of Oregon
550 Capitol St NE Suite 215

Salem, OR 97301-2552

Re: UG?221-NORTHWEST NATURAL GAS COMPANY, dba NW NATURAL
Staff Errata Filing

Dear UG 221 Parties:

The Public Utility Commission of Oregon Staff (Staff) corrects mistakes with this errata filing,
A summary of the corrections to Staff’s testimony are as follows:

L Revenue Requirements Model (Staff/102)

1. Staff Adjustment S-21 was corrected (Staff102/Goodwin/10 at 4). The original

(incorrect) entry was $888. The amended, corrected entry is $658. This changes the
revenue requirement effect of Staff Adjustment S-21. The original (incorrect)
revenue requirement effect was -$916. The amended, corrected revenue requirement
effect is -$677.

This change is also made in Staff/100 (see part II below). The correction is necessary
to incorporate the change made by Paul Rossow, the Staff Witness actually
sponsoring the adjustment.

Staff Adjustment S-14 was corrected by adding 9,266 dollars of accumulated deferred
taxes into the adjustment page. The original (incorrect) revenue requirement was
$7,104. The corrected revenue requirement was $6,091.

I Opening Testimony-Amended (Staff/100)

1.

Staff Exhibit] 00/Goodwin/12 at 19 was corrected. The original (incorrect) revenue
requirement effect was $916, The amended, corrected revenue requirement effect is
$677.

Staff/100/Goodwin/8 at 1 was corrected in four places: Staff Adjustment S-21
Revenue Requirement Effect, amended from (916) to (677), “rounding” amended
from (2) to (3), “Total Staff Proposed Adjustments” amended from ($54,419) to
($54,181), and “Staff Calculated Revenue Requirements Change” amended from
(310,737) to ($10,499).
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3.

Staff/100Goodwin/8 in four places: Staff Adjustment S-14 Revenue Requirement
Effect, amended from (7,104) to (6,091), “rounding” amended from (3) to (2), “Total
Staff Proposed Adjustments” amended from ($54,181) to ($53,167), and “Staff

Calculated Revenue Requirements Change” amended from ($10,499) to ($9,485).

Revenue Requirements Model (Staff/ 102)

.

Staff/102/Goodwin/10 — Adjustments, this is the page where the actual correcting
entries to S-21 & S-14 were made.

Staff/102/Goodwin/6 — Income Tax Calculation; it changes slightly as a result of the
correction to Adjustment S-21 & S-14.

Staff/102/Goodwin/5 — Summary Sheet; it changes because of the change to S-21 &
S-14 and the tax effect.

Staff/102/Goodwin/2- 3 — Narrative; page 2 changes to reflect the corrected revenue
requirement effect of correcting Adjustment S-21; page 3 changes because the total
revenue requirement effect changes.

Opening Testimony-Amended (Staff 100)

1.

Staff/100Goodwin/8 and Staff100/Goodwin/12 (see section II above).

Opening Testimony-Amended (Staff/200)

1.

Staff/200, Johnson/2 at 4 reflects total revenue requirement number changes as a
result of this errata filing,

Opening Testimony — Amended (Staff/500)

1.

The table in Staff/500/Garcia/2, at 15 was updated to correct errors.

Opening Testimony — Amended (Staff/900)

1.

Staff/902/Cimmiyotti/1 was changed to add 9,266 of Accumulated Deferred Taxes.

Assistant Attorney General
Business Activities Section

JWInal/i#3400334
cc: All Parties




CERTIFICATE OF SERVICE

UG 221

| certify that | have, this day, served the foregoing document upon
all parties of record in this proceeding by delivering a copy in person or by
mailing a copy properly addressed with first class postage prepaid, or by
electronic mail pursuant to OAR 860-001-0180, to the following parties or
attorneys of parties.

Dated this 18th day of May, 2012 at Salem, Oregon

#7) DRery”
Kay‘Barnes

Public Utility Commission
Regulatory Operations

550 Capitol St NE Ste 215
Salem, Oregon 97301-2551
Telephone: (503) 378-5763
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Docket UG 221 Staff/100
Goodwin/8

$-13 BB Various Customer Service, A&G Expenses (2,041)

Removes 50% of Books & Magazines, Conference Travel, Dealer
Relations, Education, Employee Awards, Meals & Entertainment, and
Miscellaneous. Removes 100% of Donations, Dues/Memberships,
Corporate Identity, Laundry, Non Employee Gifts & Refreshments.

S-14 NC Pensions : (6,091)

Removes $21.9 million from rate base for the Company's "out of test-
period” cash contributions in excess of the amount authorized in UG 152.
Remove $4.6 million from amortizable expenses, representing one-eighth
of the $36.5 million prior period cash contributions.

$-15 NC  Research & Development (7)

Adjusted to .01% of test year gross sales, per the 2007 American Gas
Foundation Study.

5-16 DG Miscellaneous Labor (8,461)

Adjustment is based on a serles of adjustments in multiple accounts
related to compensation. Payroll taxes and O&M depreciation are adjusted
accordingly.

$-17 DG Miscellaneous Revenue -- Taxes (923)

Reverses the reduction to Miscellaneous Revenues related to the change
in the Oregon State Tax rate for Tax Year 2009

S-18 blank

$-19 LG  Advertising (956)

Adjusts Category A advertising expenditures per OAR 860-026-0022(3)(a).
Category B advertising expenditures for 2010 are escalated using a 3-year
average of CPI.

$-20 blank

S-21 PR Miscellaneous Revenue (677)

Adjusts Miscellaneous Revenue categories to a 3-year average using
calendar years 2009, 2010, and 2011.

S-22 blank

S-23 blank

S-24 P Revenue Adjustments (5,356)

Corrects test year normalized revenues from sales of gas and
transportation schedules, it also adjusts gas costs components

S* Rounding (2)
Total Staff-Proposed Adjustments (Base Rates): (54,181)

Staff-Calculated Revenue Requirements Change (Base
Rates): ($9,485)

Goodwin Opening Testimony
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Docket UG 221 | Staff/100

Goodwin/12

The revenue requirement effect of proposed Staff Adjustments S-16 and

S-17 is -$9,384.

. PLEASE IDENTIFY THE STAFF WITNESS FOR STAFF ADJUSTMENT

S$-19.

In Staff Exhibit 700, Staff witness Lisa Gorsuch provides evidence in support

of Staff Adjustment S-19.

Staff Adjustment S-19 relates to Advertising. Staff adjusts Category A
advertising expenses in accordance with Oregon Administrative Rule (OAR)
860-026-0022(3)(a). Staff escalates Category B advertising expenditures for
2010 using a three-year average of the Consumer Price Index (CPI).

The revenue requirement effect of proposed Staff Adjustment S-19 is -$956.

. PLEASE IDENTIFY THE STAFF WITNESS FOR STAFF ADJUSTMENT

S-21.

In Staff Exhibit 600, Staff withess Paul Rossow provides evidence in support

of Staff Adjustment S-21.
Staff Adjustment S-21 relates to Miscellaneous Revenue. Staff adjusted

Miscellaneous Revenue categories to a three-year average using calendar
years 2009, 2010, and 2011.

The revenue requirement effect of proposed Staff Adjustment S-19 is -$677.

. PLEASE IDENTIFY THE STAFF WITNESS FOR STAFF ADJUSTMENT

S-24.

In Staff Exhibit 400, Staff withess Irina Phillips provides evidence in support

of Staff Adjustment S-24.

Goodwin Opening Testimony




Narrative

Revenue
Requirement
item Staff Issue Effect
Revenue Reqguirement on the Company’s Filed Results $43,682
Proposed Staff Adjustments
S-0 SS/MM (11,012)
S-1 Kz (3.863)
S-2 Kz ‘Corvaliis Reinforcement. (1,936)
dding ahticinated but notibegun &t the time of the filng: no firk in-service date, 757,385
S-3 KZ ‘Monmouth Reinforcement (884)
S-4 Kz (229)
S-5 KZ (69)
86 Kz %Perrydale to Mpnm_out ‘ (1,982)
:757.355; timeline indicates wm not. be in-service by 10/31/12 Insufﬁc:ent mformatlon to support lhat '
fthe project is prudenl see MS testlmony :
S-7 KZ _’Tualatm eplacement 'tralmng facmty &vland (2,175)
S-8 Kz (353)
S-9 Kz (218)
§-10 BB irectors and Officers.insurarice -~ : S (279)
Staff ﬁr&poﬁes‘ 50% éhaﬁng ﬁeMeen Company and customers of excess layers of D&O insurance
-consistent with Commission precedent per Order 09-020 at 19-20

Exhibit 102 RevReq model-Amended 2012-05-11.xisx

Page 1 of 19

Staff/102
Goodwin/1

5/18/2012




Narrative

Incentive, Compensatnon :

'lncreased Mlscellaneous Revenue by $657 also removed state tax change ($895) and set each
:calegory toa threeyear average using calendar years 2009, 2010, and 2011..

Exhibit 102 RevReq model-Amended 2012-05-11.xisx Page 2 of 19

S-11 BB (3,532)
S-12 BB (2,121
S-13 BB (2,041)

‘Staff removed 50% of Books & Mag

;Employee Awards Meals & E a_inment and Mlscellaneous Stafr removed 100% of Donanons

b

S-14 NC (6,091)
S-15 NC 9
S-16 DG (8,461)
S-17 DG (923)
S-18 0
S-19 LG vAdvemsmg (956)

Category A advemsmg ex ures were ad;usted per OAR 860~D?_6—0022(3)(a) Ca{egory B .

{advemsmg ex| enduures for2010 are escalated usmg a 3-year average of CP), :
S-20 0
S-21 PR :Mlscellaneous Revenue TN 677)

Staff/102
Goodwin/2

5/18/2012




Narrative Staff/102

Goodwin/3
8-22 0
S-23 0
8-24 P (5,356)
0
s* Rounding’ ‘, (2)

Total Staff-Proposed Adjustments (Base Rates): (63,167)

Staff-Calculated Revenue Requirements Change (Base Rates): $9,485

Exhibit 102 RevReq model-Amended 2012-05-11.xisx Page 3 of 19 5/18/2012




$-10
511
512
513
5-14
5-15
5-16
517
5-18
5-19
$-20
521
$-22
523
$-24

Staff Contact Information

List of Staff Adjustments and Contact Information

Cost of Capital

Working Gas Inventory
Corvallis Reinforcement
Monmouth Reinforcement
Nertec Replacement
Parkrose Retrofit
Perrydale to Monmouth

Tualatin replacement, training facility &

land

Unified Communication Phase 1 (PBX

Switch)

Westside Transmission Re-Rate
D&O Insurance

Incentive Compensation
Medical & Workers Comp
Various A&G Expenses
Pensions

R&D

Miscellaneous Labor
Miscellaneous Revenue -- Taxes
blank '
Advertising

blank

Miscellaneous Revenue

blank

blank

Revenue Adjustments

SS/MM

KZ
KZ
KZ
KZ
KZ
Kz

Kz

Kz

KZ
BB
BB
BB
BB
NC
NC
DG
DG

LG

PR

Exhibit 102 RevReq model-Amended 2012-05-11.xBage 4 of 19

Steve Storm /
Matt Muldoon
Ken Zimmerman
Ken Zimmerman
Ken Zimmerman
Ken Zimmerman
Ken Zimmerman
Ken Zimmerman

Ken Zimmerman

Ken Zimmerman

Ken Zimmerman
Brian Bahr

Brian Bahr

Brian Bahr

Brian Bahr

Nick Cimmiyotti

Nick Cimmiyotti

Deborah Garcia

Deborah Garcia

Lisa Gorsuch

Paul Rossow

Irina Phillips

Staff/102
Goodwin/4

503-378-5264 /
503-378-6164
503-373-1583
503-373-1583
503-373-1583
503-373-1583
503-373-1583
503-373-1583

503-373-1583

503-373-1583

503-373-1583
503-378-4362
503-378-4362
503-378-4362
503-378-4362
503-373-7867
503-373-7867
503-378-6688

503-378-6688
503-378-3778

503-378-6917

503-378-6436

5/18/2012
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Docket UG 221 Staff/200

Q.

Johnson/2

ISSUE 1, ------ REASONABLENESS OF STAFF'S REVENUE REQUIREMENT

WHAT IS STAFF'S RECOMMENDED CHANGE IN REVENUE
REQUIREMENT?

Staff's Revenue Requirement is $(9,485) million from current rates.

Q. WHEN WAS NW NATURAL'S LAST GENERAL RATE CASE?

NW Natural has not participated in a rate case since 2002. Since that time, the
Company sought and was granted various mechanisms to recover costs
without requiring the Company to file a general rate case. During the time
period between NW Natural's last rate case and the currently filed rate case,
NW Natural has generally demonstrated strong financials and earnings.

IF NW NATURAL HAS GENERALLY DEMONSTRATED STRONG
FINANCIALS AND EARNINGS SINCE THE LAST RATE CASE, WHAY
MAY HAVE DRIVEN IT TO FILE A GENERAL RATE CASE AT THIS
TIME?

In Docket No. UG 152, Order No. 03-507, the WARM Mechanism was initiated
and set to expire in September 2008. In Docket No. UG 163, Order No. 05-
934, the Decoupling Mechanism was initiated and set to expire in September
2009. Dockets UG 152 and UG 163 were combined and Order No. 07-426,
extended the WARM and Decoupling expiration date to October 30, 2012.
These mechanisms are set to expire unless the mechanisms or some variant
of them are re-authorized in a new general rate case. Based upon Staff's

review of the revenue requirement needs of NW Natural in this case, it is my

wuer 200.d0CX
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Docket UG 221 . Staff/500
' Garcia/2

ISSUE 1, MISCELLANEOUS LABOR ADJUSTMENT

Q. PLEASE SUMMARIZE THIS ADJUSMENT.

A. The Miscellaneous Labor Adjustment is a series of adjustments in multiple
accounts related to compensation. First, Wages and Salaries (W&S) are
adjusted using Staff's three-year W&S model (Model). Second, the number of
full-time equivalent employees (FTE) is adjusted based on actual calendar year
2011 FTE levels, minus the FTE associated with unregulated activities that
should be excluded from rates. |then add back the FTE related to NWN's
proposal to create four-hour service windows. Third, overtime is adjusted by
applying the same principles used in the Model. Finally, Payroll taxes and,
Operations and Maintenance (O&M) depreciation expense are adjusted to
align with the prior adjustments.

Q. PLEASE PROVIDE A TABLE OF YOUR PROPOSED OREGON-

ALLOCATED ADJUSTMENTS.
A.
Miscellaneous Labor Adjustment
Oregon —Allocated
(000s)
(O&M) Rate Base
Wages & Salaries (904) (387)
FTE Adjustment (6,364) (2,728)
Overtime (2) (1)
Payroll Taxes ’ (628)
Depreciation
Expense (86)
Totals (7,884) (3,116)




Staff/902
Cimmiyotti/1

Northwest Natural UG 221
Test Year Ending October 31, 2013
000's of Dollars

The first pension adjustments removes approximately $21.9 million from rate base, which represents the
Company's "out of test-period" cash contributions, made from 2003, through 2011, to their defined benefits
plans, which were in excess of the amount authorized in the Commission's rate order on NW Natural's UG
152 general rate case request. The second pension adjustment removes $4.6 million from amortizable
expenses. It represents one-eighth of the $36.5 million, "return of" prior period cash contributions made the
Company's defined benefit plan since 2004. Since 1987, in establishing the appropriate level of pension
related costs(benefits) in rates, the Commission as relied on the Financial Accounting Standards Board's
(FASB's) Statement of Financial Accounting Standards No. 87, which establishes an accrual based periodic
pension cost(benefit) level to include in rates. The Deferred Tax adjustment reverses a double addition of
($9,266,000) in accumulated deferred income taxes that was corrected by the Company in their pro-forma
adjustment to workpaper "2011 11 16 REVISED Build-up in deferred taxes-truncated omit other M-1s not in
rates.xIs" and brought to the attention of staff in the Company's response to Staff DR-365.

Company
Description/ Account No. Filing Staff Adjustment
Pension Rate Base "return of" Adjustment $21,930 $0 ($21,930)
Amortization of Penson Contributions $4,569 $0 ($4,569)
Accumulated Defered Income Tax Correction (1) $0 $9,266 $9,266

Staff Initiator:
Nick Cimmiyotti



