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BEFORE THE PUBLIC UTILITY COMMISSION
OFOREGON
UM 1635 PHASE I & UM 1706

T the Matters of |

NORTHWEST NATURAL GAS RESPONSE TO. ,APPLI!CATTQN FOR

COMPANY, dba NW NATURAL RECONSIDERATION AND/OR
CLARIFICATION

Mechanism for Raeevery of Envuomnental ‘
Remediation Costs (UM 1635)

and.

Requiest for Determination.of the Piudence of
Environmental Remediation Casts forthe
Calendar Year 015 and First Quarter of 2014
(UM 1706}

L TIntroductionand summary.

‘Northwest Natural Gas Company ("NW Natural”) seeks reconsideration or elarification

of Order No. 15-049; the Ehmnﬁss-i@a’s.mc‘.st_rec:ent;—araér?regardiﬁg?emiimmneﬁtai remediation

cirsts incurred by NW Natufal. [nOrder No. 15-049 the Comtnission resolved issues related to
tow NW Namral should share with enstomers responszbﬂmy forpastand foture environmental

I“émﬁi?d.lﬁtl@l expense. Among other things, the Commission. de_termmed.hczw NW Natural should

offsst itéﬁ'past'zfdefétfﬁd) and future remediation expenses with the $150.5 million in insurance
proceeds that N'W Natural testified it Had received as of February 2013, |

Mere specifically; the Commission ordered N'W Natural to apply $52.2 million oF the
$150,5 million of insurance proceods to “existing” deferrals, which the Commission definied as
-tiéf-'erred temedition costs fhirough December 31, '23'1‘2;. This tediiced theé balance G.fi'“‘ex?isting;’_‘ i
Lt |
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* deferred expenses to/$44.2 million® The Commission also ordered NW Natural fo place $100.5

miillion of the nstirance progeeds in a segurd dooount to pifset funire remediation ex?enses:*
NW Naitural allepes that thete 15 “good cause™ 10 reconsider OrdérNo. 15-049 under
QAR 860-001:0720(3)(d) becansesin ordering W Natural to place ina seeure gogount $100.3

million of the $150:5 million of insutance proceeds teported by NW Natural, the *Commission

‘mayvikavre'-:ﬁia&ireﬁgﬁﬂy-‘faiIed to cofisider NW Natural*sineome tax obligations -sresmﬁng;ﬁ*oin'

the nstiranes sottlements.™ NW Natural asserts that 1t has a tax obligation of 39:5 percent-on

the approximiaiely $100,3 million allovated fo future remediation expenses, and s, has orily

 $58.3 mifllion of insurance proseeds to place 1n 4 sectteaceonnt.” NW Natural asks the

Commission o Teconsider or clarify its order that NW Natural must place $100.3 sili{on in a
seeure account by replacing $100.3 miillion with $58.3 million

Staff recommends that the Commission deny NW Natural's Application for

and/or Clarification bepause NWNazuraleeulclhavesubmmedinformanon

regarding the tax obligation in the indeilying proceeding, but didi not, and decordingly canmnpt

‘establish there is good eause to reonsider the Commission®s allocatiorof all-the insurance

" proceeds;

al urai to apply $1¢
tiiral to hold the in

ion o} i.surance ‘proceeds:
2 NW1 ‘Euial.mportst_'__

T Ap on for Reconsideration s
¢ Appi atmn for'Recens&deratwn ané/or la ;

Depammnt Qf Eugtice
¥ CczurtStr N.E

FA03594% Faxd (503) 3’58 3?84
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NW Natural argued in the underlying procepding thatit would be inappropriate o require
NW Natural toiamofti"ze the-pgmfieusly-d’eférfed éx;aénse's; ant conduet apescnings test on NW
NW Natural exp?;amed that it had mare.:fthan:z-ﬁnoug_h-=ihsufari“c-'e_proceeds to-offsef the end=ef-2013
deferral balanco-of over $100 million.” Staff opposed NW Natural’s proposal to use the.
msurarwepmceeﬂsm offset all existing deferrals, instead recommending that the Commission
;éii-éea;te- appfexiﬁi:ateiysia million ofthe;-pme;eﬂds?ta:péﬁ:dﬁc;féx;‘féiss and approximately $100
"mjlhcm to future defarrals Notwithstaridirig Staff’s: express recommiendations regarding the
disposition of the efitite s 150 million in inisutance proceeds feportedly received by N'W Natural,

the Company did netinfornm the Cortinission or pasties of the tax obligation, or that the

Commission could notalloeate 39:5 percent of fhe insurance proceeds for any purpose.

QAR 860-001-0720(3)(=) expressly allows reconsideration of an order to review new
information only if the inforimation was not aveilable or reasonbly discoverable during the

uniderlying proceeding, This-express limitation indicates the Conumission did not intend to.allow

reconsideration to consider new information if the information was known, orreasonably eould

have been knovn, during the proeecding. NW Natural knew of ts tax obligation during the
uiiderlying proeseding. Accordingly, reconsidetation is ot authorized undet OAR 860-001-
0720.

Further, NW'K

failure to nmelymform thie c.ammissiio;ﬁ of thez‘ta;x'_éﬁligatipn;iirfth.e' uﬁ.nderlying-;pmc;eading,
precludes the Commission fiom findiig notw that thete is good cause to téconsider Ordér No, 15+
049 1o account forthe effect:of That-fax obligation,

Second; evenif NW Natural's failure to present informiation regarding ifs tax lability in-

‘the underlying proceeding could be good cause to reconsider the'Cominission’s order, NW

’ Northwest Natiral Gas C@mpany Prehearmg Briefat1, 18:-19; NWN/ 800, Miller/7 .
Staff/ZOO JIohnson-Bahi/4-5.

Page3.= RESPONSETO APPLICATION FOR RECONSIDERATION AND/OR
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apphoatl@n are not sufficient to “show” good cause- underthe €

' e ¥, o caﬁ[] for cbmpleﬂng e

Natural has ot *show[n]* that it in faet has this tax liebility. The aliegationsin NW Natwral's

§1063 r;ssif@;nﬁ.”_.g, Tule,

Thizd, evenif the Commission condindes that there s good catise to fevisit Order No. 15~

049 1o take into acconnt NW Natdral's alleged tax obligation, weconsideration or clarification of

thie otder is notappropriate. Instead, the Commission should ordéra rehiearifig t6 examine the

issuesraised by NW Natural’s Appli‘caﬁon-:fﬁf;"R@@éﬁﬁiﬁ&t&f’EQn-i_a:m:}l;ﬁcr Clarification to allow:

pames 0pportumty to condyet discovery and submit evidence Tegarding the. alleged: tax. habﬁﬂy

mipact ot {he: appropriate treatment: mf the insuratice pocesds,
IL.  Criteria for réconsideration.

The: Commission’s;authority to-reconsider an ordet within 60 days of its issuance is found

i ORE 756: 5617 That shatite provides that after the C@rmmxsswn Has issied an order; “agy

patty thetete may apply for rehearing or recenszderahoﬂ the:reof withiiy 60 days from 1he date of
. ;sﬁrvme of such. ord ” and that, the Commission “may grant suehea reh&armg orreconsideration iff

sufficient: reasma therefor is made t@ appear

if fth"%ci;ﬂagiliiiéan“zf “sliows’™ that thete is;

' reascfnabiy .disooverable befers issuanice of the 01'5131"

(b} A; change in the law orpolicy s smce the date the erder was issued refating to-ar issue
.essential to decision; .

: recomdaranon mrehemngunder=_
Md’hersonv : Employment Division, 285

indie; d[ ]”)

Sa]an;: (6% 9‘? 501 6915
(3033 G0/ e {303 ) SRS




o B sy s

10
I

12
13

14
15
16

17

18

19
20

21
22

25

26

(o) A ertorof law or fact in the order thiat is ssential to the- decision; or

{d) Good cause for further examination ofan-issue essential to the decision.

By adopting this rule, the Commissioh has delineated the circumstarices in which it has
discretipn to granta request for reconsideration. Under OAR 860-001-0720; an.applicant st
“show™ one or mere of the:four alternate preconditions beforethe Commission can exercise its
disoretion to .gtamirf@:eonsiﬁeraﬁon. While the;--.__qgu@sﬁbn of whether ?t@: ,g;r..ant' @ raqnﬁstf for
has been established is not.

"NW Natural relies on the “good cause™ precondition in OAR-860-001-0720(3)(d).. The

Oregon Supréme Court has larified that the determination of “good cause™ s not'a subjective
delermiriation but 4 question of law: “Good cause” is 4 [[Jegally sufficiént ground or reason’ that
“dependsupon fthe] circumstances of [the] individual vase.™" The Oregon Supreme Court has

e}:plamed

We: acknowicdge the temptation fo tréat indefinite terms like ‘good cause,>
for] *s fent reason;” * * * g3 calling for a subjective determination and,
thus; ag mvokmg personal jndgment. Howevet, it 1§ ¢lear that, whett such
terms appear 16 ‘a. statutory context, they are. focused on real albeit
sometitres difficult to discern, legal standards: the Jegislanwe's view of
what. s gﬂod’ o] *sufficient], j’ ¥ Inno case-would %udlmai diseretion
play-any role in the *geod cause’ determination] e s

The Cotmission has notexpressly defined the circumstarices that may constitute good

eauise to grant reconsidetation. To determine what the Corminfssion intended wheit it adopted the

;good cause precondition in OAR 860-001 -Y720(3)d), it is appropriate. toexamine the context of

that subsection; wﬁichinéiudbs. the other preconditions:defined by the:Commission in OAR. 860~

" Stae v, Johrzsmz, 339‘ Or-69,85-87, 116.P.3d 869 (2005 )(examining whether the pmseau%mn
estabhshed “goed cause” to deny the defendant’s ‘motion {o dismiss the'state’s case -
gtate’s vii f1 ight'to-a speedy trial). See alst:r Lambardo
‘ meamﬂg of “for go od cause shown’™

Ctmmcmoﬁ

, G304
303y Q474520 { Fax: (503 3783784 _
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001-0720(3)." These other precondifions are instruciive-on the circumstanees the. Commission
did ot intend to be “good cause™ for reconsideration.

InOAR. 86@0@1»0?2@(3)(&) thie C{)mmISSlOIl spemﬁad that reconsideratiot maybe

granted to consider new informatien cssential to the decision. if the:new: information. was/ Aot
avaitable-and could not reasenably dts.eamabie during the proceeding. In OAR 860-001=
0720(3)(b), the Commission specified that reconsideration may be granted fo consider a change

inTaw ot polity oteitting after the Commission issued the order: Extrapoluting from these

provisions; an applicant cannot establish good causé to reconsideran ofderwhen the applicant

wants {hie Cormmission to-considerinformation or the fpact of laws that thay were known or

reasonably could have been knawi to the applicant during the proceeding: Otherwdse, the good
cause: precoudition i sibsection (d) would 'centravens the express limitations inthe first two
preconditions:.

TheOregon Supreme Cour *s opinion in Fap Wész‘ Landscapmg v Modern

Merchandising, supports the contlusion that the good ciuse precondition for reconsideration
should not contravene the. other. fhree p}iﬁﬁ;@onﬁiﬁéﬂ&i *1n Far Wost Ji&ﬁﬁ?ﬁ&pf?ng;_ an; ﬁtt@mey
failed to fimely file anotice of appeal ‘b’a«z@ss;i he relied on the-trial court’s erroneous stafements
regarding the date the judgment was enttersd.”® Tn response 1o the atiormey's motion, the trial
court set aside the judgment and enteréd a new but idetitical fudgment so that the attorney would.
aye additional timeto appeal,’ The Oregon Supreme Cout reversed the irial court’s adtions on:

appesl. The court concluded that the trial court's boad disorefion to: exercise its inberent

anthority to modify judgmentscould not bie exersised for “the sole purpose of extending thie time

‘;'fozr'fapppegai?’ because-doing so would directly contéadict the statiitorily preseribed time i which an

jlikss 94?-4520] 'l,ﬁx-:={5i)3}3’7873784
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appeal must be taken."”

Furthermorg, previous Commission orders addressing requests for reconsideration

support the conglusion that: good cause to recensider én order is ot established {F theapplicant

could have had the Commission address the alleged flaws in the ordet priot 1o its issuance.. For

sexaniple, in 2004 the Commission denied Portland General Electtis Company”s (PGE’s) request

%zngrecﬁnsider a Commission ordet denying POGYFs applimaﬁanrtoxadefar ﬁ*ﬁtﬁaﬁh@ﬁﬁﬁi—.}g P(}E

£ Eif;; coh stljdﬁrﬁd' b’y the Conmission and a lack of 2 hear.mg;,_..—were; g;_ﬁad cause {o reconsider the
order™ The Commission disagreed, noting that PGE participated in establishing the process used
fo gonsider PGE s application and kaiew of ifs right to-ask for a hearing, but-did not do'se, and

also, was nut surprised by the Cotimission™s eonsideration-of certain isstes™

1T, f-’s;:naly’SEiS.'._

A. . There is notgood canse to reconsider or clarify Order No. 15-049:

NW Natutal alleges that there is *good cause” to reconsider Order No. 15-049-under
1=A¥1_§:;$6ﬁ-.-ﬂ@ 1@7:3@(3)(@) because in mtiermg NW Natviral to place in asecute aecount twon

*‘--‘..Q:'@_issim:_mathgﬂmdyeﬂ;ﬁ{;ﬂy failed to congider NW Natural’s iticometax: ébl’igaﬁ-cns
_tesulting from the insurance setlements ™ The Comnmission’s fajlure to consider NW
Natural’?’s; :ihcémé--tax?5b:1igﬁti’c>’1’1‘5feé§ﬂfihg from theinsutance settlement was not -ina_'ghzeﬁgmg

1. NW Nataral relied on its receipt of $150.5 million ‘in isurance Pproceeds to
drgue it eould offsetall of the premnusly-defm*mé expenses and thus, there.

f”‘ }aﬁ at 659,

'8 1w ire Pordand General Electric Campany, Oider No. 04-357.
1934 4910,

B 14 CF Chigiiita Min. Co. v. CIR, 148 F,2d 306 (9" Cir, 1945) (holding petitioner is nof
entitled to archearing o temedy the mistakes-of counsel since:the taxpayer has had his day in
'ceurt petitioner and new evidence that should ‘have been submitted by the petitfoner, was

_ ngmal healmg)

:and _should have b 'asemed i1

Page 7 RESPONSE TO.APPLICATION FOR RECONSIDERATION AND/OR
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that have been: deferred afid that custotners-do’ not. nieed 1o pay for the past deferred dmotts:

 “the Company now has suff

was ho theieed to amortize any deferred expenses-and consequently, no
‘need foran: ef;mmgs review:
On February 6, 2014,

»

NW Natural Trensurer and Vice President Regulation Alex Miller

wrote 10 the Commissioners and Adgmitnistiative Law Judge Pities to report that NWN had:

received more than: en@ugh insurangg proceeds to “cover” deferred environmental remedigtion:

expenses, “to the extent they will nef have to borne by customers?™ NW Natoral supported

Thisse assertions it its direct festimony filed on Mareh 20,2014, On page $-of s direet

testiniotiy, the NW Natural withess testified that“[o]n Februaiy'3, 2014, the Company settled the

‘.I&Sﬁj?{_emaiming‘imsmaﬁce“.ﬂlaims anﬁ".gséa;msul‘f; will teceive a fotal gfs*;lses mﬂhonmmsurance

231

* Atpage 12 of his:divect testimony, the NW Natoral witness testified that the “balance of

actusl exyironmental expendifores since 2003, with interest, totaled $113 million at he end of

2013, At gage 3, thie NW Natuiral withiess tostified the “Company”s deferrals to date, before

-appliaa‘fioﬁ ofinsurance, exceed $100 mwillion, el fi‘-—atef-in‘ the diteet testimony, the witness stated

vl

leiontinsarance raewem&s to.off5et all deferralstodate.
Ly
insurance proceeds would offset NW Namrélfs deferred environmentdl remediation expenses:

by rebuttl testirmony filed on My 29, 2014, the NW Natural witness testified that the
and “some years” of future expense‘

Natural relied on its testimony regarding the insurance:

. Tn its prehearing brief, N'W

proceeds to argue the Commaission did niot rieed fo apply an eariiings test fo determinic how
miich of the proviousty-defetred-costs should be amortized beoanse there was nio-need o

amortize any-of the costs that had been deferred. N'W Natural argued,

I t62 Cnnrc Street NI:
Sa'[e'lm'OR 7301 A5
(503) 947-45207 Fiok: (50373783784
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[tfhrough iis settlement of | INSUANCE: claims, N'W Natural has now received more
‘money I insurance tecoveries than it has: mcurred in environmental expense and
thu has no pense today and docs not. expect to havc a net axpense fmr-semcr

wtth the: insurance is consrsten‘t Wlth Comm;,ssmn orders and represents the mcast-
senmble and fajr ratemaking approach;

Tothe extent ihea‘ee is any ambiguity-about the amount of ihsurance proseeds N'W Natural

represented that it could use to offset environmental remedidtion costs, NW Natural’s prehaaring_.
8 briefalso includes the following summary of its proposal regarding recovery of envitonmental

rémediation costss

N Natual witl apply the roughly $150 m;lltau of insurance proceeds 1o the
deferral- balance of roughly 8100 million, this elimindting the neéd to chanpe
customers for- the: remediation expenses. The Comipany will contifitie to offset
futare expenses with the remaining roughly: §50: million of insurance proceeds
until the deferral aceount has-a positive balance, at which {ime the balance will be.
recovered through the SRRM adopted by the Commission,” .

 The-Comaission:did tiot adopt NW Nitural’s proposal to offsetall the previously=

s

defersed envir%@ﬂmeﬂtalrr_@me;diaﬂ@n*c:;estfs:,. Instead,the Commission adopted: Staf

amounts 'defsfre.d betwesn 2003 and Deceniber 31, 20?1.2;‘1‘65:&;‘?’1@323. deferréd actouyit b‘alance;of

$42.2 million. The Commission then apphied an@atningsc-fes’t to: NW: Natural’s eamings during

the deferral perfod, whieh resulied it & dowenward adjustmnt invthe amigunt NW Natural was

allowed to amertlze,

The Commission”s application of $50:2 million of the insutance -p_iée;aeaészto_ previous deferrals

left $100.3 in insuance proceeds to offset future costs,. As already noted, the Commission

ordered NW Natural to place this amount ina seciire aceount to apply to fituce remediation

costs. -

2 Northwesi Natural Gas

(lgmpany Prehearmg Bnef at 18-19,
9 Noﬂ:hwest Natiiral Gas Company Ptehearivg Brielal 1(empha315 adldedy.
*-Order No, 15-049 at 17:18.
'O APPLICATION FOR RECONSIDERATION AND/OR:
CLARIF[CATI.N Depariment.of Justice:
1162 Couirt Stier WE:

Silem, DR 973074005

(S03¥947-4520 1 R (503) 378-3784




[Ty

e @ e o W

g N = T 5 NG S T ot B B e e S o S~
Rl ﬁ""@@ o ~I @y Uh s ue Bl ke 3

“insuranite progeeds to take iito account N

grant  recons
‘been presented

fort to <Consider
ng the onderlying

Nw Namral asks the Cotimissiotite med;lfy its dlspesm@n of the $100.3 mllh‘on of

FNatural’s 39:5 percerit tax obiigation. NW Natiral

could have informed the Commission in the underlying préceeding of the alleged iak obligation
of approximately 859 millivn-asseciated with the $150.5 million that leaves NW Natural with.an

affer-tax amount of approximately 891 milljon in insurance progeeds, but did not..

The text and coittext of OAR 860-061:0720(3 ) veflect the Comtnission iténded tha,t there

-Would be goad: caise to reconsider aix orderts examing *new™ information enfy if the apphcan‘s

sgould not feasonably have presenfed the mferma{it&ndurmg-the underlymg -pmeeadmg- OAR:

forimation ‘thatwa%una\?aliabie

inforation can. W amrecaﬂszdamtlentathmsemwhmhnew

and not reasonably discoverable before issuance of the prder. DAR 860-001-0720(3)() limits

revonsideration to-consider changes in faw ar policy pnly if those changes oocuried after the.

orderwads igsied. While the Commission hag broad-authority to define abd citse Tor purposes

of QAR 860-001-0720(3), that duthority doés netmecessatily include the ability o credte a catch-

all Pf@mﬁdiﬁ@ﬁ that negates theexyresshmﬁaﬁm in the other p.rqcandiﬁbns?"

nformation regarding ‘ua‘i}ax_‘th:gahﬁﬁ- tha_f.NW Natural-ould have been présented .&uﬁﬁg 1he

underlying proceeding, of to examine the applcation: of tax laws and pelicies in effect-duringthe -

underlying proceeding the good eause precondiffon would negats fhe express limitations of the

precondition it OAR '8‘66;0(}*1‘~§j‘?2(§;@?gjt:eii)}ee‘irgiaﬁb}-_;. ‘Therefore, rasz.;a.maiiter-af}aw; fhe Cominisston

eannot conclude there is good cause-to-recensider Order Ne. 15-049 to take-into account

information regarding o tax obligation ortax laws that NW Natural could have been presented

(5@3) 94?_4520 i (303)7378 3784
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3 Even if the Commission could grant recongideration fo examine tnformation
haye been presente he underlymg proceeding, but was not,
the Commission should not do so here.

A_'g already disoussed, NW Natural expressly-relied on ifs assertion that 1tmd$1505

millioni in insuratice pioceeds toapply to envirantiental remediation costs to suppott its

argunienit that rio. amottization (and no camings test and conseqliontial sharing) of previensly-

existing deferrals wag ncéd:edf& NW Natural-did not waiver from this assertion'even after Staff’
recommended that the Commission allocate approximalely $50 million of the proseeds o past
defetrals and approximately $100 million to fiture expenses. In its rebuttal testimony filed on
May 2, 2@15,S’tafffes€;tﬁed

Staff proposes to allocate approximately $50.167 million to Historie costs, which.
leaves approximately $100 million for expeeted future environmental remediation
St f recommends. that the approximate $100 million (as well as
accuriulated qnterést) be- allocated gvenly ovet the:next 20 yeats. Thig would be
appmxnnatciy $5 million of ingurance grooeéds “plus interest 'on the balance, -
alloeated each yeur 1 for the niext 20 years:

Notwithstanding the risk that the Cemm1351on would adopt Staff’s ree@endatmm NW

Natutal did not sontradict Staff’s assumption that there was approxinately §15¢ millipnin

instrance proceeds 16 allocate to past and futire énvironmental remediation sxpenses.  Given

that this is preeisely what Staff proposed in testimony, NW Natural cannot now compiamthat it-

was unaware that-the t@bmmiss%b-n--waul'd allocate $100 milljon tofuture remediation expenses.
-aﬁerétax insuratics proceeds werte approximately $91 ,nnﬂmn;% Nw Natural;zpnssumably couid.
haye prevented the Commiission from aﬁogatin:gﬁthe-en'ifii'e,preffax-mcuﬂfj‘frf;mediaﬁoni costs:
Howevet, informing the Commission of the $59 million tax obligation® would ave undermifed

NW Natutal's ability 1o arguie that an eamings fest on its earnings during the deferral period was

2 Seee £ NWN/S{}B Ml gs_r]l 1826,
3 Staff200, J ohtison-Bahr/20,

2 (5150.5 million —($150.5 nrillion x 39.5%)=$90.6 miillion.}.
35.($150.5 million x 39.5% = $59.4 million.)’

Page 11 - RESPONSE TO APPLICATION FOR RECGNSIDERATION AND/OR
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notneeded beeause it wasnot ﬁs:c;essa@y: to amorti‘:z@ any of .3ﬁa;e...previous'l§z»def6fra.&aﬁiﬂun_i?s;,f? é

but-all report: a biilance of at léast_ﬂlﬁ(} mﬂheﬁ 31 TENW Nétoral had to1d the Commission: zt had

anly $91 miltion ininstitance proceeds 16 apply to dﬁéﬁféf—féci-bﬁé’{sQNW”Nﬁiﬁféﬂ presumably éould
not have argued that the Cemmission did:not need to; and shouldn’t, amortize any of the: |

prevmusliydefmred costs...

proceeds tor extstmg deferrals and 2340 ﬁlmra remediation c;ersts, without: regard to the actual

amounisallocated ‘1rSernot:suppmsﬂable C@nt&‘-&l‘ﬁ% the tecord reflects the Commiission’s

annial reyeznue Ihat_ex.aeeds-:a,-mas:anahlﬁ-eshmate:of Birtute annual reniediation casts.

I ite-testimony filed: on May 2 2015, Staff recommended that. the Commission allocate

anannual amount of'$5 million from the insurdnee: proceeds and the assoolated interest, to future

envitonmtental remediation custs fora periad of twenty years,”® Staffalso recommiended that the
Commission impose a tariff ridér to collect §3 million to $5million annually fos environmental
remediation expenses?” Siaffnofed that whon the insarance proceeds and revenue foma §3
million tariff rider are added together, NW Natural would bave an annual amousit of §§ million

dollars, plus interest acorusd on:the insvirance proceeds, to offfet environmental temetiation

36,556 6., NW Natiral Gag Company’s Closing Briefat 37

Tecaver d. by, NW Natural now exceed the: historical

- The insurance: proceeds:
in stomers, As. aresult the Comp
s B '

Zappf atign Lo o : > 10 peed far thé
Commission to: cenduet anearnings review for the period over which the deferrals
accumulated. )

CLARIFICATION
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costs,

Staff rioted ?tﬁat'N-W”N:aﬁiiral"sﬁ remediation ¢osts incussed in recent ‘years ranged from

$8.2 million in 2008 1o $19:4 willion in 2012, Staffexplained that it made a conservative

recommendation fora $3 million dollar tariff rider to reduce the Tikelikood that the Commission

would recover mote reventie than needed.*!
 The Commission adopted Staff’s proposal, but imposed atariff rider of $5 ﬁﬁﬂi@ﬂf’zi The

Commission concluded that the insurance proceeds, acerued friterest on the proceeds, and tariff

rider tevetye would provide NW Natiral with at Teast $10 million and a5 much as $12 million
each year to-apply 1o environmental remediation costs.”® The Commissioinoted that this.
amount would have covered N'W Natural’s environmental remediation costs in seven of the last”
i year55-:v§hféh; indicated that the anmial amounts alloeated to-fisture exnvirormeital remediation

costs should generally be sufficient to cover them. ™

Staff’s testimony and the Commission’s:order reflect that both the percentage and the:
amounts of the Commission’s allocation of insurance proceeds were significant o the
Commission, Significantly, NW Natural cannot asser thiat it was unawate the Commission might
allodate & specific amount, tather than & percentage,-of iﬁsnr&né;e;z-prﬂéaeﬁ?s-?'t'é. futute ‘

<nvironmental remediation or that the Commilssion might require NW Natural to place a specific

amount of insurance proceeds in 4 seoure accownt to acerue interest, or becguse this is precisely

_what Staff recommended. Staff’s testimony makes elear that the actual dollar amount of the

alloeation of insurance-proceed, and the placément in a secure-account; aresignifieant beeause of

the direct impact on total revenue NW Natural coult expect: gach year,

Tty sy, WW- Natii

al hiad notice since at least the time Staff filed its May. 20, 2015

testimony, that the Commission miight adopt Staff"s recommendation to haye NW Natural use

40 StafF/ZBO; JohasoryBahif22.
Syaff20 .Jﬂhnson/ﬁahrflz
42 + Order No, 15-049 4t 11.
Order No: 15-049 at 13..
4 Order Now 15-049 at 12,

45 Stafh200, Johnson/Baht/s, 20, 23-24
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- indicates that the deter

1 deferred expenses and place:$100:million

$50 miltion of the insutance procesds to offset existt

of the proeceds in'a secure agcount to vifset fiuture environmental remediation expense.

Notwithstanding, NW Natural did not inform the Comniission of the $59 million tax obligation,

ov otherwise suggest to the Commiission that it should ot adopt Staff’s tocommendation to place
$160 million it 4 secure-ascount becatise NW Natural hiad only $91 million itr insurance
proceeds after taxes: Instead, NW Natural continued to-rely on its assertion that it had $156.5

wiillien in insuratce proceeds availabledo offser deferred costs torargue that the Contrission

shiould it amortize the envisotimental deferred acéount balatice of over $100 million, and
therefore-not conduet an earninigs test to determine whether NW Natural should absorb some of

these deferred expenses™  The Commission should not find that these elrcunstances are good

<atise 1o reconsider ftsallogation of the full aneunt of insurance prosdeds reported by NW

MNatimal,

OAR 860001~ (}72()(3) requires that the applicant “show’” aneof the precoﬁmfmns for-

reconsidergtion .bef&me:r@jeansfﬁeraumﬁﬁn be. gran:ted Tn Lombardo v, Warner, the Oregon

v

e F

:'natxon of good caiise isbaséd on whiat the-applicant demonstrates
-And, morespecifically; the use of theword “shown’indicates: that any determination of good
cause must be based on what is in the record **

L1

”‘é‘N W:Ewﬁd Mille/3, Northwest Natural Gas Company Pre-heating Brief 1-2; Northswest
o Fi gjng rig

Warne, supra, 340°0r4t 273 (“The word “shéwn’ [ good canse shown]
mélcates ‘hat the departrnﬁ st make its:-determinafion Qf good:cause onthe basis of 'what the:-

rappixoan’f demonstrates. ”’)

7
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Hete, N'W. Natoral has only elleged that it has a tax Tability of 9.5 percent.® NW

Natliral Ligs not submitted an affidayit or other reliable evidencs to establish the tax obligation,
1 contrast, N'W. Nawiral”s witness testified that NW Natural had $150.5 million in tax proceeds

to offset deferred costs: This recerd does not “establish” that NW Natural has-a tax obligation.

Thetefore, the Commission cannot cotielude that N'W Natural has shown goed cause to

reconsider Drder Wb 15049 " . v

B,  HtheCommission com:luglcs that NW Natural has shown good cause
to ré-examing Order No. 14 Om)
hearing and riot grant recons;demnon m' ciarlf’ cation;

Assuming arguendo that the Commission coneludes NW Natieal hasshowit good catise-

- ander QAR 860-001-072003), thgf.--.(;“emmifssiﬂnx should an’;’i‘ grant W Natural"s request-{o:
tecotisider the ameunt of insuranee proceeds that NWNaturai iy required to putinrthe scoure to.
take-dnto account information that was not preseited in the ﬁﬁ:cieﬁy;ﬁgf;precéedingﬁﬁ Tnstead,
‘Statf recommends that i the Commission coneludes there is geod cause fo re-examing tho

allocation of the insurence proceeds; the Cominission order a rehearing to allow additional

evidente on the rate treatment of NW Natural’s insutance proceeds.

The Afforney General’s Adminisivarive Liow Manua] states that “reconsideration” oceurs

- when, based on'the @;;_ifs_j;ingg,iﬁ&ﬁrd in the case, an agency reexamines’the factual or legal basis

for its order of reexamines the adequasy-of its findings of fact; conclusions of kaw or its order,”!

“The Menual states that “rehearing” cocurs when an sgency cither holds an sntitely new heating

and re-degidos the case based solely-on the new hearing record, or the agency hiolds a
supplementary hearing and re-decides the case based on the otiginal record and the record
developed it the sipplemientary heating.

It

4 0o NW Natutal Apphcatmn for Reconsideration and/oe Clarification 3.
; 0 NW Application for Reconsideration and/or Claification 6.

Oreng Attorney General s Administrative Law Manual 173.

i
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thern 1n future years will in

Hﬂre, W Natiral :i'&?%l‘éﬁﬁg ;ihelii@bmmiSSiﬁnétc}- madify Order No. 15-049 tostake info

rebiearing W@ulgi b;:ejﬁi@j apprepr:sateremdy mﬁ:;r@eaﬂs};deraﬁ-wn,

Ttvany event, arehearing would be necessary becanse paities should Have opportunity to

conduet discovery on NW Natural®s allegations regarding th\a"téx:'.lifabili’igg; Staffwould like to-

invesﬁgateﬁif NW'Na%ura-l? paid the tax E‘iabi‘l’i‘ty,r when it did so orwill do-so, and whether NW.

presentewdenwcnmedlﬁaamnsto the SRRMthat maybe: warranited dug thas:gmﬁcant

decrease in insurance proceeds and interest thatwill be carned in the securcagoount, Most

notably; the risk that environmental remediation costs will exceed the smounts availableto offset

srense with the decrease 1n inteiest avering ofi the shietnt tithe

P securesascount

Natural’s Application for Reconmderat:on and/or Clﬁrlﬁcaﬁﬁn does nof relieve:

v, N
NW Nafural of its obligation to place $100.3. million in a seeure account;

ORS 756:561(2) provides thaf an application for reconsideration ¢r tehearing does nia

“excuse any partyagainst whom an order has been made by the commission Trom cotuplyitig

therewith, ot dpefate in any manner t6 stay o postponeé the-enforceiment thiereof without the

special order of fhiecommission,”™ Order No. 15-049 directed NW Natual o submira.
cotpliance filing in this docket demonstrating Hioww it will innplement both the historic and fitire
decisions reached in this order. Amengamenhmgs thie conapliance filing should show the
steps NW Nafu:al;ﬁas{t_aken-, Qr’wﬂi take, to comply with the Commission’s orderto place:

$100.3 million i 4 secure account.

NW Natiiral's Mareh 31, 2015 c-@mplianég,:ﬁimg does'not reflect that NW- Natural has, or

plains to, place the full amount eideéred by the Commissionn a secure-account™ As noted

(303} 947 4520 4. Sax {5!]3) 373\ 3784
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above, NWNateral must do so unless it receives an order from the Commission telling N'W

Natural it need not-comply with the order,” Although the series of small adjusirients NW Natural

rmadle to the $100;3 amourt ordered by the Commission ray be compliant with the

Cominission’s orders, adfusting the $100.3 million fo an “aftertax” amoint is not.
V... Conclusion: ,

The Commission should deny NW Natural’s Reguest for Reconsideratioi and/or
Claritication, "

DATED this LS day of April 2015.

Respectfully submitted,
,ELLEN B ROSENBLUM

Stat& Of Oreg(m i

msutance pr@ceetis te comply with other provisionsin Order No 15-049 and Ci:rder No 3 1»‘-}-077

jese adjustments to determine whether they ccmpl- 0 ts
eview of NWN Natural's compliance tariffs. These adjustments are not it:fsstiein NW
Natuzal’s application for reconmdcranmn

SPO O AP FLIQAT]{QN FOR RECONSIDERATION AND/OR
CLARIFICATI@N o _ Deparimentof Justice.

Salern, OR. 97301-4006
(503) 474530 Py (593) 378-3784.




