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Re: Reply CommentsRe Section3(13)(e) (B) and (C) of SB 408
DocketAR 499

I enclosefor filing NorthwestNaturalGasCompany’sReplyCommentsRe Section3(13)(e)(B)
and(C) of SB 408 in theabove-referenceddocket. A copyof this filing hasbeenservedon all
partiesto thisproceedingasindicatedon theattachedcertificateof service.

Very truly yours,

~

MarcusA. Wood
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1 BEFORETHE PUBLIC UTILITY COMMISSION
OF OREGON

2
AR 499

3

4 In theMatter oftheAdoptionofPermanent REPLY COMMENTS OF
RulesImplementingSB 408, Relatingto NORTHWEST NATURAL GAS

5 MatchingUtility TaxesPaidwith Taxes COMPANY RE SECTION 3(13)(e)(B)
Collected AND (C) OF SB 408

6

7 I. NW Natural’s Opening Comments

8 In openingcommentson thisadditionalissue,NorthwestNaturalGasCompany

9 (“NW Natural”) explainedthat the languageofsection3(13)(e)(B) ofSenateBill 408 (“SB

10 408”) statinghow theOregonPublicUtility Commission(the“Commission”)is to determine

11 “taxesauthorizedto becollectedin rates”maybesatisfiedeitherby (a) using theratioofnet

12 revenuesto grossrevenuesandtheeffectivetaxratefrom aprior rateproceedingor(b) using

13 theratioofnetrevenuesto grossrevenuesandtheeffectivetaxratefor theyearfor whichthe

14 rateadjustmentcalled for in SB 408 is to bemade. Thelatterapproachwould avoidthe

15 perverse“doublewhammy”effect in which (a) autility’s overeamingof its allowedreturn

~- 16 triggerstheright to arateincreaseand(b) autility’s underearningof its allowedreturn

17 triggersautility raterefundobligation.

18 NW Naturaladdedthat regardlessofhow theCommissioninterpretssection

19 3(13)(e)(B)of SB 408, theCommissionshouldinstructtheworkshoppartiesin this docketto

20 draftpermanentrulesthat will avoidtheperverseimpactsdescribedabove. NWNatural

21 expressedits doubtsthat any legislatorenactedSB 408 with thethought: “I favor SB408

22 becauseit would increaserateswhentheutility is overearningandforcerefundswhenthe

23 utility is not recoveringits costs.”

24 II. Reply to ICNU and NWIGU

25 Thecommentsby theIndustrialCustomersofNorthwestUtilities (“ICNU”) andby

26 theNorthwestIndustrialGasUsers(“NWIGU”) urgetheCommissionto adoptarule that
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1 wouldproducetheperverseimpactsdescribedabove. BecauseICNU’s andNWIGU’s

2 commentsweresimilar, NW Naturalwill briefly replyto theICNU commentsonly.

3 ICNU makestwo argumentsin supportof theCommission’sinterpretingSB 408 so

4 asto compelthe“doublewhammy” impactof autility’s overearningorundereamingits

5 allowedreturn. First, ICNTJ statesthatuseofprior ratecaseresultswill ensurethat in thetax

6 report,taxesauthorizedto becollectedin rateswill becalculatedon acommonanduniform

7 basis. Of course,the calculationthatNW Naturalhassuggested-- that all utilities report

8 theirtaxesauthorizedto becollectedin ratesbasedon theirgrossrevenuesandnetrevenues

9 in thetax yearfor which theratechangewouldbemade— alsowould resultin theutilities’

10 tax reportsbeingpreparedon acommonanduniformbasis. In addition,reportingofall

11 numbers(taxespaidaswell astaxesauthorizedto be collected)on thesamecurrent-year

12 basiswould produceresultsthat areinternallyconsistent,aswell assimpleto calculateandto

13 auditbasedon theutility’s incomestatementandtax returnsfor theyearin question.

14 Second,ICNU quoteslanguagein section3(4)ofSB 408 thatrefersto thedifference
~

15 betweenthe“amountoftaxesassumedin ratesor otherwisecollectedfrom ratepayers”and

16 taxespaid. ICNU arguesthat this languagerequiresthat thetaxamountfrom aprior rate

17 casebeusedastheamount“assumedin rates.” Ofcourse,section3(4) doesnot addresshow

18 the“taxesauthorizedto becollectedin rates”is to bedetermined,but insteadaddressesonly

19 thecircumstancesin which an automaticadjustmentclauseshallbe established.Section

20 3(13)(e) of SB408, which actuallygovernsthecalculationof“taxesauthorizedto be

21 collectedin rates,”containsno “assumedin rates”language.Moreover,SB 408 doesnot

22 anywherestatethattheamountoftaxes“assumedin rates”shallbe “the amountprovidedin

23 the lastratecaseif theutility earnedits allowedreturn.” Whatevertheamountthe

24 Commissioncalculatespursuantto section3(13)(e)as“taxesauthorizedto becollectedin

25

26
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1 rates”for theyearthetax adjustmentis to be made,is in facttheamounttheCommissionhas

2 “assumedin rates”for suchyear.

3 DATED: November18, 2005.
STOELRIVES LLP
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1 CERTIFICATE OF SERVICE

2 I herebycertify that I serveda trueand correct copyof the foregoing documentin

3 DocketAR 499 on the following namedperson(s)on the dateindicatedbelowby emailand

4 first-classmail addressedto said person(s)at his or her last-knownaddress(es)indicated

5 below.

AssociatedOregonIndustries
1149Court StreetNE
SalemOR97301-4030
jbrandis@aoi.org

EdBusch
PublicUtility CommissionofOregon
P0 Box 2148
SalemOR97308-2148
ed.busch(~state.or.us

RepTomButler
H-289StateCapitol
SalemOR97310
cpatom@fmtc.com

DavisonVanClevePC
333 SW Taylor,Suite400
PortlandOR 97204
rnail@dvclaw.com

GaryBauer
NorthwestNatural
220NW 2ndAvenue
PortlandOR 97209
gary.bauer(~nwnatural.corn

LowreyR Brown
Citizens’Utility BoardofOregon
610 SW Broadway,Suite 308
PortlandOR 97205
lowrey~oregoncub.org

RandallDahlgren
PortlandGeneralElectric
121 SW SalmonStreet1WTC0702
PortlandOR 97204
randy.dahlgren(~pgn.com

JimDeason
AttorneyAt Law
521 SW Clay Street,Suite107
PortlandOR 97201-5407
jimdeason(~comcast.net
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1
MichaelEarly
IndustrialCustomersof NorthwestUtilities
333 SW Taylor,Suite400
PortlandOR 97204
mearly(ci~icnu.org

SteveEvans
MidAmericanEnergyHoldings Company
666 GrandAvenue
DesMoinesIA 50303
srevans(~rnidamerican.coni

EdwardA Finklea
CableHustonBenedictHaagensen

& Lloyd LLP
1001 SW

5
th Avenue,Suite2000

PortlandOR 97204
efink1ea~chbh.com

AndreaFogue
Leagueof OregonCities
P0Box 928
SalemOR 97308
afogue~orcities.org

Departmentof Justice
RegulatedUtility & BusinessSection
1162CourtStreetNE
SalemOR 97301-4096
paul.graham(~state.or.us

JudyJohnson
PublicUtility Commission
P0Box 2148
SalemOR 97308-2148
judy.jolmson(~state.or.us

JasonEisdorfer
Citizens’ Utility BoardofOregon
610 SW Broadway,Suite308
PortlandOR97205
jason@oregoncub.org

Don M Falkner
AvistaUtilities
P0 Box 3727
SpokaneWA 99220-3727
don.falkner(~avistacorp.corn

Ann L Fisher
AF Legal & ConsultingServices
2005 SW 71stAvenue
PortlandOR 97225-3705
energlaw@aol.corn

Kelly Francone
EnergyStrategies
215 SouthStateStreet,Suite200
SaltLakeCity UT 84111
kfrancone(2~energystrat.corn

RobertJenks
Citizens’ Utility Boardof Oregon
610 SW Broadway,Suite308
PortlandOR 97205
bob(~oregoncub.org

JasonW Jones
Departmentof Justice
RegulatedUtility & BusinessSection
1162Court StreetNE
SalemOR97301-4096
j ason.w.jones@state.or.us
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I
GreggKantor
NorthwestNatural
220 NW SecondAvenue
PortlandOR97209
gsk(~nwnatural.com

PamelaG Lesh
PortlandGeneralElectric
121 SW SalmonStreet1WTC 1703
PortlandOR 97204
pamela.lesh@pgn.com

RonMckenzie
AvistaUtilities
PoBox 3727
SpokaneWA 99220-3727
ron,rnckenzie(ä~avistacorp.com

SenatorRick Metsger
StateCapitol
900 Court StreetNE S-307
SalemOR97301
sen.rickrnetsger@state.or.us

ThomasR Paine
Avista Corporation
1411 EastMission
SpokaneWA 99202
tom.paine@avistacorp.com

PaulaE Pyron
NorthwestIndustrialGasUsers
4113 Wolf BerryCourt
LakeOswegoOR 97035-1827
ppyron(~nwigu.org

MargaretD Kirkpatrick
NorthwestNatural
220NW 2nd Avenue
PortlandOR97209
margaret.kirkpatrick(2i~nwnatural.com

KenLewis
P0Box 29140
PortlandOR 97296
kl04@rnailstation.com

DanielW Meek
Attorney at Law
10949SW 4th Avenue
PortlandOR 97219
dan@rneek.net

David J Meyer
Avista Corporation
P0Box 3727
SpokaneWA 99220-3727
david.rneyer@avistacorp. corn

MatthewW Perkins
DavisonVanClevePC
333 SW Taylor, Suite400
PortlandOR 97204
mwp@dvciaw.corn

LisaF Rackner
Ater Wynne LLP
222 SW ColumbiaStreet,Suite 1800
PortlandOR 97201-6618
lfr@aterwynne.com
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1
InaraScott
PortlandGeneralElectric
121 SW SalmonStreet
PortlandOR97204
inara.scott@pgn.com

DouglasC Tingey
PortlandGeneralElectric
121 SW Salmon1WTC13
PortlandOR97204
doug,tingey(~pgn.corn

Rick Tunning
MidAmericanEnergyHoldings Co
666 Grand Avenue
DesMoines IA 50303
rrtunning(~rnidarnerican.corn

BenjaminWalters
City ofPortland

OfficeofCity Attorney
1221 SW 4thAvenue- Rrn 430
PortlandOR97204
bwa1ters~ci.portland.or.us

LauraBeane
PacifiCorp
825 NE Multnomah,Suite 800
Portland,OR 97232
laura.beane@pacificorp. corn

Blair Loftis
PacifiCorp
825 NE Multnomah, Suite 300
Portland, OR 97232
blair.loftisc~pacificorp.com

Bob Tamlyn
PortlandGeneralElectric
121 SW SalmonStreet
PortlandOR 97204
bob.tam1yn(~pgn.com

JayTinker
PortlandGeneralElectric Company
121 SW SalmonStreet,1WTC0702
PortlandOR 97204
jay.tinker@pgn.com

SenatorVicki L Walker
StateCapitol
P0 Box 10314
Eugene OR97440
sen.vickiwalker@state.or.us

LindaK Williams
Kafoury & McDougal
10266 SW LancasterRd
Portland OR972 19-6305
linda@lindawilliams.net

ScottBolton
PacifiCorp
825 NEMultnornah,Suite 300
Portland,OR 97232
scott.bolton@pacificorp.com

Larry 0 Martin
PacifiCorp
825 NEMultnornah,Suite 1900
Portland,OR 97232
iarry.martin(~pacificorp.com
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1 Katherine A. McDowell JanMitchell

2 Stoel Rives LLP PacifiCorp
900 SWFifth Avenue, Suite 2600 825 NEMultnomah, Suite 800

3 Portland, OR 97204 Portland, OR 97232
kamcdowell~stoel.com jan.mitchell~pacificorp.com

4

5
Christy Omohundro Thomas R. Paine

6 PacifiCorp Avista Corporation
825 NEMultnomah, Suite 800 1411 EastMission

7 Portland, OR 97232 Spokane, WA99202

8 christy.omohundro(2I~pacificorp.com tom.paine(~avistacorp.com

9 Richard Peach Paul M. Wrigley
PacifiCorp PaciflCorp

825 NEMultnomah, Suite 2000 825 NEMultnomah, Suite 800
Portland, OR 97232 Portland, OR 97232

11 richard.peach(2i~pacificorp.corn paul.wrigley(~pacificorp.com

DATED: November 18, 2005.
C
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15 MarcusWood

16 Of Attorneysfor NorthwestNaturalGas

Company
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