


ITEM NO. CA24

PUBLIC UTILITY COMMISSION OF OREGON
STAFF REPORT
SPECIAL PUBLIC MEETING DATE: October 26, 2023

REGULAR @ CONSENT X EFFECTIVE DATE November 1, 2023
DATE: October 12, 2023

TO: Public Utility Commission

FROM: Luz Mondragon

THROUGH: Bryan Conway and Marc Hellman SIGNED

SUBJECT: NORTHWEST NATURAL:
(Docket No. UG 484/Advice No. 23-17B)
Requests Amortization of TSA Directive 2 Costs, Revises Schedule 180
and Schedule 189.

STAFF RECOMMENDATION:

Staff recommends the Public Utility Commission of Oregon (Commission) approve
Northwest Natural Gas Company's (NW Natural, NWN, or Company) Advice

No. 23-17B, revising the Company’s Schedule 180 and 189 amortizing deferred costs
related to Transportation Security Administration’s (TSA) Security Directive 2 start-up
and cost of service costs for service rendered on and after November 1, 2023, with
less than statutory notice.

DISCUSSION:

Issue

Whether the Commission should approve NW Natural's Advice No. 23-17B, revising
Schedules 180 and 189 rates with a temporary adjustment to amortize compliance
costs and capital COS costs incurred to comply with the TSA Security Directive 2 to:

1. Implement specific mitigation measures to protect against ransomware attacks
and other related threats;

' Please note that Schedule 180 was formerly used to address: “Rate Adjustment for True-Up of
Excess Deferred Income Taxes Related to the 2017 Federal Tax Cuts and Jobs Act.” NWN
repurposes this Schedule in Advice Filing 22-16 to address compliance costs associated with TSA
Security Directive 2 for service rendered on and after November 1, 2022.
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2. Develop and implement a cybersecurity contingency and response plan; and
3. Conduct a cybersecurity architecture design review.

As an owner and operator of critical pipeline infrastructure, NW Natural is subject to
TSA Security Directive 2.

Applicable Rule or Law

ORS 757.205 requires public utilities to file all rates, rules, and charges with the
Commission. ORS 757.210 provides that the Commission may approve tariff changes if
they are fair, just, and reasonable. Filings that make any change in rates, tolls, charges,
rules, or regulations must be filed with the Commission at least 30 days before the
effective date of the changes.

OAR 860-022-0025 requires that revised tariff filings include statements showing the
change in rates, the number of customers affected and resulting change in annual
revenue, and the reasons for the tariff revision.

ORS 757.259 authorizes deferred utility expenses or revenues to be allowed
(amortized) in rates to the extent authorized by the Public Utility Commission of Oregon
(Commission) in a proceeding to change rates.

Analysis

Background

NW Natural has filed a deferral application each year since September 2021. These
filings have been docketed as UM 2192. In the Company’s general rate case filing,
Docket No. UG 435, NW Natural requested amortization of a portion of this deferral
associated with the cost of service of the capital expenditures associated with TSA
Security Directive 2. The request in this filing seeks to amortize start-up costs related to
the operations and maintenance (O&M) not known when NW Natural filed UG 435 but
are known now.

NWN initially filed the Advice filing on July 31, 2023, requesting to recover $2.4 million
through Schedules 180 and 189, a decrease of $463,301 from current rates. The
Company updated the filing on two occasions. First, on September 14, 2023, and again
on October 11, 2023. The resulting revenue requirement, from the updates, is an
overall decrease of $223,997 to $2.6 million from the current tariff for Schedules 180
and 189.
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In compliance with OAR 860-022-0025, the Company states that the number of
customers affected by the proposed change in this filing is 636,785 residential
customers, 61,984 commercial customers, and 845 industrial customers.

Conclusion

Staff concludes the proposed tariff adjustment is fair, just, and reasonable. Further
pertinent costs deferred and proposed to be amortized herein were not avoidable and
spending was not able to be delayed due to the characteristics of TSA Security
Directive 2.4

Staff recommends the Commission approve this amortization. The Company has
reviewed this memo and agrees with its content.

PROPOSED COMMISSION MOTION:

Approve NW Natural’s Advice No. 23-17B, revising Schedule 180 and 189 rates in
compliance with TSA Security Directive 2 for service rendered on and after
November 1, 2023, with less than statutory notice.

NWN UG 484 Advice No. 23-17B TSA Security Directive 2

4 Please note that general rate case Docket No. UG 435 has more detailed explanations of TSA
Security Directive 2 requirements. NW Natural’s filings in that docket were subject to both Protective
Order No. 21-461 and TSA Modified Protective Order No. 21-465. Docket No. UG 458 has no
protective order and NW Natural and Staff avoid discussion of highly confidential materials.
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P.U.C. Or. 25 Seventh Revision of Sheet 180-1
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SCHEDULE 180
TSA Security Directive 2 Compliance Costs

PURPOSE:

To recover costs associated with NW Natural’s compliance with the TSA Security Directive 2.
These costs were directed to help NW Natural mitigate cyber security threats due to the Company
owning and operating critical pipeline infrastructure.

APPLICABLE:
To all Sales and Transportation Service Customers on the Rate Schedules of this Tariff listed
below:

Rate Schedule 2 Rate Schedule 27 Rate Schedule 32
Rate Schedule 3 Rate Schedule 31 Rate Schedule 33
GENERAL:

This Schedule is governed by the terms of this Schedule, the General Rules and Regulations
contained in this Tariff, any other schedules that by their terms or by the terms of this Schedule
apply to service under this Schedule and by all rules and regulations prescribed by regulatory
authorities, as amended from time to time.

APPLICATION TO RATE SCHEDULES: Effective: November 1, 2023 (©

The Total Adjustment amount shown below is included in the Temporary Adjustments reflected in
the listed Rate Schedules. NO ADDITIONAL ADJUSTMENT TO RATES IS REQUIRED.

Schedule Block A djl'f:tt;ent Schedule Block A djl'f:t‘:]em mm
2 $0.00271 32 CSI Block 1 0.00051 R) (R)
3 CSF $0.00201 Block 2 0.00043
3 ISF $0.00148 Block 3 0.00030
27 $0.00222 Block 4 0.00017
31 CSF Block 1 $0.00139 Block 5 $0.00009
Block 2 $0.00127 Block 6 $0.00003
31 CTF Block 1 $0.00140 321SI Block 1 $0.00050
Block 2 $0.00128 Block 2 $0.00042
31 ISF Block 1 $0.00096 Block 3 $0.00030
Block 2 0.00087 Block 4 0.00017
311TF Block 1 0.00110 Block 5 0.00009
Block 2 0.00099 Block 6 0.00003
32 CSF Block 1 0.00087 32 CTI Block 1 0.00042
Block 2 $0.00074 Block 2 0.00035
Block 3 $0.00052 Block 3 0.00025
Block 4 $0.00029 Block 4 0.00015
Block 5 $0.00013 Block 5 0.00009
Block 6 $0.00005 Block 6 $0.00004
32 ISF Block 1 $0.00056 32 1TI Block 1 $0.00045
Block 2 $0.00047 Block 2 $0.00038
Block 3 $0.00033 Block 3 $0.00027
Block 4 0.00019 Block 4 0.00016
Block 5 0.00009 Block 5 0.00009 (R)
Block 6 0.00004 Block 6 0.00005 (R)
32 CTF Block 1 $0.00061 33 (all) $0.00000 (R)
Block 2 $0.00052
Block 3 $0.00037
Block 4 $0.00022
Block 5 $0.00012
Block 6 $0.00006
32 ITF Block 1 $0.00049
Block 2 $0.00042
Block 3 $0.00030
Block 4 $0.00017
Block 5 $0.00010
Block 6 $0.00005 Received (R)
Issued October 11, 2023 Filing Center Effective with service on
NWN OPUC Advice No. 23-17B OCT 112023 and after November 1, 2023

Issued by: NORTHWEST NATURAL GAS COMPANY
d.b.a. NW Natural
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SCHEDULE 189
ADJUSTMENT FOR TSA CAPITAL AND COST OF SERVICE COST
RECOVERY

PURPOSE:

The purpose of this Schedule is to reflect the rate effects per year for the recovery of costs related to TSA
capital and operations and maintenance expenses, in accordance with Order No. 22-388 in Docket UG 435
entered by the Public Utility Commission of Oregon on October 24, 2022.

APPLICABLE:
To all Customers served under the following Rate Schedules of this Tariff:

Rate Schedule 2 Rate Schedule 3 Rate Schedule 27 (N)
Rate Schedule 31 Rate Schedule 32 Rate Schedule 33

APPLICATION TO RATE SCHEDULES: Effective: November 1, 2023 ©
The Adjustment amounts shown below are calculated based on equal percent of margin by Rate Schedule

and Customer class, and the rate allocation adopted in Docket UG 435. The adjustment amount is embedded

in the Base Rate reflected in the respective Rate Schedules listed above. NO ADDITIONAL ADJUSTMENT

TO RATES IS REQUIRED.

Schedule Block Adjl?:ttrflent Schedule Block Adjl?satt;ent M@
2 0.00150 32Csl Block 1 0.00023 At
3 CSF 0.00122 Block 2 0.00020
3 ISF 0.00067 Block 3 0.00014
27 0.00144 Block 4 0.00008
31 CSF Block 1 0.00064 Block 5 0.00004
Block 2 0.00059 Block 6 0.00002
31 CTF Block 1 0.00061 3215l Block 1 0.00007
Block 2 0.00056 Block 2 0.00006
31 ISF Block 1 0.00045 Block 3 0.00004
Block 2 0.00041 Block 4 0.00003 )
311TF Block 1 0.00049 Block 5 0.00001
Block 2 $0.00044 Block 6 $0.00001 ()
32 CSF Block 1 $0.00046 32 CTI Block 1 $0.00005
Block 2 $0.00039 Block 2 $0.00005
Block 3 $0.00027 Block 3 $0.00003
Block 4 0.00015 Block 4 0.00002 0
Block 5 0.00007 Block 5 0.00001 0
Block 6 0.00003 Block 6 0.00001 0
32 ISF Block 1 0.00006 32 [T Block 1 0.00005
Block 2 0.00005 Block 2 0.00005
Block 3 0.00004 Block 3 0.00003
Block 4 0.00002 Block 4 0.00002 )
Block 5 $0.00001 Block 5 $0.00001
Block 6 0.00000 Block 6 0.00001 o
32 CTF Block 1 0.00008 33 (all) 0.00000 (1
Block 2 $0.00007
Block 3 $0.00005
Block 4 $0.00003
Block 5 $0.00002
Block 6 $0.00001 0
32 ITF Block 1 $0.00006 a
Block 2 $0.00005 )
Block 3 $0.00003
Block 4 0.00002
Block 5 0.00001
Block 6 0.00001 ()
GENERAL TERMS:

This Schedule is governed by the terms of this Schedule, the General Rules and Regulations contained in this
Tariff, any other Schedules that by their terms or by the terms of this Schedule apply to service under this
Schedule, and by all rules and regulations prescribed by regulatory authorities, as amended from time to time.

Received
Issued October 11, 2023 Filing Center Effective with service on
NWN OPUC Advice No. 23-17B OCT 11 2023 and after November 1, 2023

Issued by: NORTHWEST NATURAL GAS COMPANY
d.b.a. NW Natural



