~

220 NW 2ND AVENUE
Rates and Regulatory Affairs A N aIvar AN 4 . PORTLAND. OR 97209
Facsimile: 503.721.2532 | V NV NOGCUFGr [
H e 503.226.4211
www.nwnatural.com
April 25, 2007
VIA ELECTRONIC FILING

Public Utility Commission of Oregon
ATTN: Filing Center

550 Capitol Street NE, Suite 215
Post Office Box 2148

Salem, Oregon 97308-2148

Re: Substitute Filing: OPUC Docket No. UM 1218, Motion to Amend Order
No. 05-1055

Enclosed for filing is Northwest Natural Gas Company’s Motion to Amend Order
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BEFORE THE PUBLIC UTILITY COMMISSION
OF OREGON

UM 1218

In the Matter of

NORTHWEST NATURAL GAS
COMPANY

Petition to Adopt New Billing Accuracy
Service Quality Measure.

MOTION TO AMEND
ORDER NO. 05-1055

N N N N N

Pursuant to ORS 756.568 and OAR 860-013-0031, Northwest Natural Gas
Company (“NW Natural” or the “Company”) files this Petition to Amend Order No.
05-1055 on a limited basis regarding only the portion of that order approving NW
Natural’s B-1 Billing Accuracy Service Quality Measure (hereafter, “B1 SQM”).
Specifically, NW Natural has made some housekeeping revisions to the wording
of its B1 SQM and by this Motion seeks the Commission’s approval of such
revisions.

BACKGROUND
On August 15, 2005, as part of a negotiated settlement regarding NW Natural’s
ability to collect certain Schedule 190-related under billings, NW Natural filed a
petition for approval of its Billing Accuracy Service Quality Measure, the B1 SQM.
This billing quality measure was the outcome of collaboration and compromise
among and between NW Natural, Staff (both Utility Program and Consumer
Services) and CUB. The purpose of the B1 SQM is to assure that, overall, the
gas utility bills issued by NW Natural to its Oregon customers are accurate, and if
performance accuracy targets are not achieved, to provide the Commission with

certain remedies. The guiding principles according to which the B1 SQM was
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developed and is intended to be interpreted by include: (1) to provide assurance
that NW Natural will achieve a billing accuracy target greater than or equal to
99.4%; (2) to provide assurance that NW Natural will monitor and respond to
systematic billing errors quickly and effectively; (3) to provide a remedy to
customers in the event of a large-impact, systematic billing error by reducing NW
Natural’s revenue requirement if the level of accuracy for billing falls below the
99.4% target; (4) to provide standards for Commission notification of billing
errors, and for monitoring and reporting on billing accuracy; (5) to develop an
appropriate balance between customer benefit and the cost of administration and
reporting; and (6) it did not change the function and application of the C1 Service
Quality Measure for at-fault customer complaints (“C1 SQM”). Staff supported
the approval of the B1 SQM, and the Commission approved NW Natural's
Petition as part of Order No. 05-1055 on September 29, 2005, for a January 1,
2006 effective date.

I
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AMENDMENT REQUEST
In this Motion, NW Natural requests that the Commission approve certain limited
housekeeping changes to the wording of the B1 SQM that was adopted in Order
No. 05-1055. Specifically, in Definition C and Exclusions Clarification B(1), the
reference to “in a Bill Month” has been deleted. Additionally, in Part VI(A)(3),
Reports, the provision regarding the Annual Report item (c) has been modified to
read, “all billing errors that occurred during the prior Measure Year which affected

more than 500 customers but which do not meet the definition of Bill Error.”

(change shown in italics). These proposed changes have been made to more
accurately capture the original intention behind the B1 SQM measure, including
the intent to mitigate NW Natural’s exposure to the C1 SQM when a B1 SQM
spans multiple months, but one or more of those months affects less than 500
bills. The modifications align NW Natural’s B1 SQM requirements with those
more recently assigned to PGE in its B1 SQM. The entire amended NW Natural

B1 SQM is attached hereto in redline form as Exhibit 1.

NW Natural has conferred with Staff regarding these housekeeping modifications
and Staff has indicated its support of the modifications and this Motion to Amend.
Staff expressed that its preference is to have consistent B1 SQMs for different
companies regulated by the Commission, subject to some necessary
modifications that take the differences in the various industries into account.

I
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WHEREFORE, for the reasons set forth above, NW Natural respectfully requests
that the Commission issue an order amending Order No. 05-1055 to approve the
revised B1 SQM that includes the housekeeping changes identified in this

Petition and on the attached Exhibit A.

DATED: April 25, 2007
NORTHWEST NATURAL GAS COMPANY
/s/ Inara Scott

Inara K. Scott
Manager, Regulatory Affairs

NW Natural

220 NW Second Avenue
Portland, OR 97209

(503) 721-2476
inara.scott@nwnatural.com
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EXHIBIT 1
NORTHWEST NATURAL GAS COMPANY
B1 Service Quality Measure
For Billing Accuracy

l. Purpose and Interpretation

A.

Purpose. The purpose of this B1 Service Quality Measure (“B1 SQM”) is
to assure that, overall, bills issued to Oregon customers by Northwest
Natural Gas Company (“NW Natural” or the “Company”) are accurate,
and, if performance accuracy targets are not achieved, to provide the
Public Utility Commission of Oregon (the “Commission”) with certain
remedies.

Interpretation. This B1 SQM shall be interpreted in accordance with the
guiding principles used to develop this B1 SQM, which are to:

1. Provide assurance that NW Natural shall achieve a certain billing
accuracy target level,

2. Provide assurance that NW Natural shall monitor, provide
notification and respond to systematic billing errors quickly and
effectively;

3. Provide sufficient remedy to customers for large-impact, systematic
billing errors;

4. Develop an appropriate balance between customer benefit and the
cost of administration and reporting; and

5. Not change the function and application of the existing C1 Service
Quality Measure (“C1 SQM”) attached hereto as Exhibit A.

Il. Term and Accuracy Target

A. Term. This B1 SQM shall be effective from the January 2006 Bill Month

(as defined below) through and including the September 2012 Bill Month
(as defined below) (the “Term”).

Accuracy Target. The Company voluntarily adopts this B1 SQM which
applies to bills issued by the Company to Oregon customers and agrees,
subject to the terms and conditions set forth in this B1 SQM, that during
the Term, its Monthly Billing Accuracy Ratio (as defined below) shall be
greater than or equal to ninety-nine point four percent (99.4%) and, if not,
then the Company shall incur the remedy amounts set forth in Section V.
below.
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lll. Definitions

Capitalized terms used but not defined in other sections of this B1 SQM shall
have the meanings set forth below.

A. Aggregated Bill Error Grand Total. The sum of all Bill Error Grand Totals
for a Measure Year.

B. Aggregated Monthly Bill Error Total. The sum of all Monthly Bill Error
Totals for a Bill Month.

C. Bill Error. Subiject to Section IV. below, a billing error by the Company
due to the Same Cause that affects a total of five hundred (500) or more
bills issued to Oregon customers in-a-Bill-Menth.

D. Bill Error Grand Total. The sum of the Monthly Bill Error Totals for all Bill
Months during a Measure Year for a specific Bill Error.

E. Bill Month. The month in which the Company records an original bill to a
customer into its financial records. This means one full set of billing
cycles such that all customers have been billed once. A Bill Month may
differ from a calendar month.

F. Measure Year. The twelve (12) month period from the January Bill Month
through and including the December Bill Month.

G. Monthly Bill Error Total. The number of bills associated with a specific Bill
Error in a Bill Month.

H. Monthly Billing Accuracy Ratio. The Monthly Billing Accuracy Ratio shall
be equal to:

1 — (Aggregated Monthly Bill Error Total divided by the Total number
of bills issued to all Oregon customers during the same Bill
Month)

I.  Net Revenues. Gross revenues less the cost of natural gas (which cost of
natural gas shall include pipeline demand charges) as shown in the
Company’s most recent annual results of operations report to the
Commission.
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J. Same Cause. A single, specific event, reason, condition, or antecedent
that permits the occurrence of or leads to a result that is similar in kind.
By way of example, but not of limitation, a specific computer programming
error that leads to multiple bill errors would be the same cause, while two
or more computer programming errors that lead to a type of bill error
different from the other would each be attributed to a different cause, and
would be counted separately.

IV. Exclusions

A. Bill Error. The term, Bill Error, shall not include:

1.
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Meter reading errors “normally encountered” in meter reading
operations. By way of example, but not of limitation, meter reading
errors “normally encountered” include an inability to access a meter
due to a dog, a locked gate, a cover over a meter, an unlocatable
meter, or a hazardous condition, including but not limited to a
confined space;

. Estimated meter reads or billing performed in accordance with

procedures or policies approved by the Commission or the
Company;

“Crossed meters” that are “crossed” “physically” or “on paper” when
the cause of such can be documented to be outside of the
Company’s control. By way of example, but not of limitation,
“crossed meters” include physically crossed houselines and meters
assigned to neighboring addresses (e.g., due to incorrect labeling of
the premises or data being provided to the Company by a third party
such as a contractor or developer during construction);

. Rebilling resulting from changed “turn on” or “turn off” dates

provided by customers;
Rebilling resulting from incorrect customer supplied data; and

Unavoidable accident or casualty, extraordinary action of the
elements, strikes, interruptions caused by government action or
authority, litigation, or any cause beyond the reasonable control of
the party claiming force majeure which could not have been
prevented by the exercise of due diligence, or which could not
otherwise reasonably be foreseen and guarded against. Force
majeure usually does not include required maintenance of
Customer’s facilities, plant closures, economic conditions, or
variations in agricultural crop production.



B. Exclusions Clarification.

1. Meter reading errors from actions not consistent with Company
meter reading policy that are due to the Same Cause that affects a
total of five hundred (500) or more bills issued to Oregon customers
ina-BilkMenth shall be included as Bill Errors; and

2. The exclusions in Section IV.A. above shall not be excluded from
consideration under the C1 SQM.

V. The Remedy Calculation

A. 2006 Measure Year. For the Measure Year including the January 2006
Bill Month through and including the December 2006 Bill Month, if the
Monthly Billing Accuracy Ratio is not met, the remedy per Bill Month shall
be $50,000, up to a maximum of $600,000 for such Measure Year.

B. Subsequent Measure Years. For the Measure Years including the
January 2007 Bill Month through and including the December 2007 Bill
Month, and in subsequent Measure Years, if the Monthly Billing Accuracy
Ratio is not met, the remedy per Bill Month shall be one-twelfth (1/12) of
zero point two percent (0.2%) of the Company’s prior year’s Net
Revenues.

C. Mitigating Circumstances. For good cause shown the Commission may
reduce the remedy amount for a specific bill month below the amounts set
forth in A. and B. of this section.

VI. Reports, Determination of Remedy and Records
A. Reports.
1. Initial Notification. NW Natural shall notify staff of the Commission
(“Staff”) no later than ten (10) business days from the date the first

Bill Error is identified by the Company using electronic notification
(e.g., email).
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2. Subsequent Written Notification. NW Natural shall submit a written
report to Commission Staff no later than sixty (60) business days
from the date that the first Bill Error is identified by the Company,
subject to Section VII.A. The written report shall include: (a) a
description of the Bill Error; (b) the Monthly Bill Error Total; (c) the
Bill Error Grand Total; (d) how the error was discovered, and (e) a
description of the actions taken by the Company to correct the Bill
Error.

3. Annual Report. NW Natural shall submit a written report to the
Commission which shall include: (a) all Bill Errors that the Company
identified during a Measure Year; (b) the Monthly Billing Accuracy
Ratio reported on a Bill Month basis; (c) all billing errors that
occurred during the prior Measure Year which affected more than
500 customers but which do not meet the definition of Bill Error; (d)
the Bill Error Grand Total for the prior Measure Year for each Bill
Error; and (e) any remedy calculated as set forth in Section V. The
first report shall be submitted by the Company on or before March 1,
2007, with subsequent reports to be submitted by the Company on
or before March 1 of each Measure Year for the prior Measure Year.
The Company may combine reports under this B1 SQM with any
reports required under any other service quality measures.

B. Determination of Remedy. On or before June 1 for the prior Measure
Year, beginning on June 1, 2007 for the 2006 Measure Year, the
Commission Staff shall present to the Commission, at its regularly
scheduled public meeting, a copy of the annual report as set forth in VI. A.
3. above, along with Staff's recommendation.

C. Account Recordation. Within a reasonable period of time after the
Commission determines that a remedy shall apply as set forth in Section
VI. B. above, the Company shall record such amount as a liability and
include such amount in its annual purchased gas adjustment filing which
amount shall be deemed to have all of the characteristics of a deferral
account for purposes of such filing. This amount shall accrue interest, at
the Commission authorized rate, beginning at the date of the
Commission’s determination and continuing until the balance is amortized
into rates, or eliminated through a one time credit to customer bills.

D. Maintenance of Records. NW Natural shall maintain billing accuracy
tracking reports for a minimum of five (5) Measure Years. NW Natural
shall maintain a rolling thirty-six (36) Bill Months of actual billing data for
all customers.
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VIl. Special Conditions

A. Origination of Bill Error Reporting.

1.

When a Bill Error is found to have originated prior to the Bill Month
in which the Bill Error was first reported as set forth in Section VI.A.
above, a Bill Error will be counted for each Bill Month in which Bill
Errors occurred up to six (6) months unless Staff and/or an
intervenor provides evidence to the Commission for extending the
number of Bill Months in which the Bill Error will be counted up to a
maximum of 36 months, or the Company provides evidence to the
Commission for reducing the number of Bill Months in which the Bill
Error will be counted.

In VIILA. 1. the Company shall have the burden of proof to
demonstrate why fewer Bill Months should be counted, and Staff
and intervenors shall have the burden of proof to demonstrate why
more Bill Months should be included.

B. Conflict. Billing errors that are not subject to this B1 SQM shall continue
to be subject to the C1 SQM. Bill Errors that are subject to this B1 SQM
shall not be subject to the C1 SQM. In the event of conflict between the
B1 SQM and the C1 SQM, the terms and conditions of the B1 SQM shall
control.

C. System or Tariff Changes. The Company may request in advance that
Bill Errors resulting from a new or changed system or tariff be excluded
from this B1 SQM if they are included in an implementation plan for the
new or changed system or tariff and that implementation plan includes
service quality considerations.

NW NATURAL
B1 SQM - PAGE 6



EXHIBIT A

NW Natural
C1 Service Quality Measure (SQM)
(Restated from OPUC Order No. 02-634, Appendix A pages 12-14)

NW Natural agrees to adopt, effective October 1, 2002, for a ten-year period, a C1
Service Measure consistent with that adopted for PGE in Commission Order 97-196
and revised in UM 967, as follows:

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.

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.

For the year ending December 31, 2005 and thereafter:' (a) Performance at or
above a ratio of 0.10 will result in a $100,000 penalty. (b) Performance at or above a
ratio of 0.13 will result in a $500,000 penalty for a first occurrence and a $1,000,000
penalty for any subsequent occurrence at any time within the term of this agreement.

NW Natural’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 no the same date as
NW Natural’s Annual Report on Form 2 for the year. Should customer performance
as measured by the C1 SQM degrade to the point that penalties are assessed, and
the Commission determines in a formal proceeding that underspending 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.

At any time during the term of the SQM, if Staff and company disagree about an “at
fault” designation or disagree about calculated ratios for at-fault complaints, and if
Staff and 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.

" This is the last phase of a three-year phase identified in the UG-143 Stipulation



Staff and company agree to meet before December 31, 2002, to develop criteria by
which the Consumer Services Division of the Commission would assess an “at fault
complaint.

Nothing in this section precludes the Company from proposing an alternative SQM,
proposing a modification to the SQM, or from opposing the continuation of the SQM,
in its petition to the Commission filed pursuant to Section 1.9.1 of this Agreement?.

NW Natural will monitor and report to Commission Staff on or before March 1 of each
year the following safety and customer performance indicators for the duration of this
agreement. There will be no Service Quality Measure or penalties associated with
these performance indicators under this agreement.

e The ratio of the incident of damage to company facilities relative to
construction activity adjacent to company facilities.

e The number and duration of orders backlogged over 30-days for new service
line installation. Does not include orders on hold at applicant/customer
request.

e Delays in excess of 24 hours in turning on utility services, from the connection
time requested or agreed to by the customer.

e Average time required to provide applicants with a cost estimate for new
service.

? Section 1.9.1 of the Stipulation refers to the termination of the partial decoupling mechanism.



