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ATTORNEYS AT LAW

MARCUS A. WooD

Direct(503)294~9434
April 11, 2006 mwood@stoe1.com

VIA ELECTRONIC FILING

PUCFiling Center
PublicUtility CommissionofOregon
P0Box 2148
Salem,OR 97308-2148

Re: DocketAR 499

NorthwestNaturalGasCompany(“NW Natural”) submitsa strawproposaladdressingthe
treatmentofexpensesincurredbetweenratecases.NW Naturalunderstandsthat Administrative
Law JudgeKathrynA. Logan,in herMemorandumofMarch 9, 2006, invited strawproposalson
thesubjectof “properlyattributed.” However,for NW Natural theissueof thetreatmentof
earningsbetweenratecasesis a crucial issue. Therefore,NW Naturalsubmitstherelatedstraw
proposalandrequeststhatif theproposalis notaddressedduringtheApril 17, 2006workshop,
thata workshopopportunitybeprovidedto addressthis importantmatter.

A copyofthis filing hasbeenservedon all partiesto this proceedingasindicatedon theattached
certificateofservice.

Verytruly yours,

~

MarcusA. Wood

MW:knp
Enclosure
cc: ServiceList

MargaretKirkpatrick

Oregon
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BEFORETHE PUBLIC UTILITY COMMISSION
OF OREGON

AR 499

In theMatteroftheAdoption )
ofPermanentRulesto ImplementSB 408, )
Relatingto Matching Utility TaxesPaid )
with TaxesCollected. )

NW NATURAL GAS COMPANY’S STRAW PROPOSAL
EXPENSESBETWEEN RATE CASES(EARNINGS TEST)

Proposal

1. If in anyyearautility’s taxespaid is greaterthanits taxesauthorizedto be
collectedin rates,theCommissionshall determinewhethertheutility’s after-taxreturnon equity
from regulatedoperationsfor suchyear,afteraddingany surchargethattheutility wouldbe
entitledto receivefor suchyearunderthepermanentrule, is greaterthantheafter-taxreturnon
equitythat the Commissionhaddeterminedto be fair, just, andreasonablein theutility’s last
generalrateproceeding.To theextentthat thesurchargewould producean after-taxreturnon
equity in excessof suchfair, just, andreasonablelevel, theutility would be requiredto credit
customerswith suchexcessearnings,in an amountup to theamountoftheallowedSB 408
surcharge.In determiningtheafter-taxreturnon equity for suchearningstest,theCommission
would applythesamedeterminationof taxespaid asproperlyattributedto theregulated
operationsunderthepermanentrule.

2. If in anyyearautility’s taxespaid is lessthanits taxesauthorizedto becollected
in rates,theCommissionshalldeterminewhethertheutility’s after-taxreturnon equityfrom
regulatedoperationsfor suchyear,afterdeductinganyrefundthat theutility wouldberequired
to payfor suchyearunderthepermanentrule,is lessthantheafter-taxreturnon equity thatthe
Commissionhaddeterminedto be fair, just, andreasonablein theutility’s lastgeneralrate
proceeding. To theextent that therefundwouldproducean after-tax returnon equityin that
waslessthansuchfair, just, andreasonablelevel, theutility would beallowedasurchargeto
recovertheamountof suchdeficientearnings,in an amountup to theamountof theallowed
SB 408 surcharge.In determiningtheafter-taxreturnon equityfor suchearningstest,the
Commissionwould apply thesamedeterminationoftaxespaidasproperlyattributedto the
regulatedoperationsunderthepermanentrule.

Explanation

TheAttorneyGeneral’sletterinterpretingSB 408 concludedthat theCommissionmust
apply thestatutein amaimerthat still establishesratesthat arefair, just, andreasonable.In each
generalratecase,theCommissionestablishesrateson sucha basis,andin suchproceeding
determinesanallowedafter-taxreturnon utility equity thatwould be fair, just, andreasonable.
Thestrawproposalis designedto avoidtheunderminingofthis determination,by allowingrates
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to be adjustedin thedirection,positiveor negative,asneededto preventeither(a) overearnings
combinedwith an SB 408 ratesurchargeor (b) underearningscombinedwith an SB 408 refund.
Theearningstestandadjustmentis notan adjustmentto theSB 408 tax true-up,but insteadis an
adjustmentfor earningsexcessor deficiency,to the extentneededto assurethatthe
Commission’srateobligationsaremet.

In making thedeterminationoftheafter-taxreturnon equity for theperiodin question,
theCommissionwould applyastaxespaid in suchperiodattributableto theregulatedoperations
thesamenumberasproperlyattributedunderthepermanentrule. For example,if the
Commissiondeterminedfor somereasonthat atax deductionof anon-utilitymemberofthe
Affiliated Groupshouldbe properlyattributedto theregulatedoperations,the after-taxreturnon
equity wouldhaveto beincreasedto reflect thebenefitof suchadditionaltax deduction. This
treatmentcorrespondsto what wouldhappenif thesametaxdeductionwastakeninto accountin
a generalrateproceeding.
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CERTIFICATE OF SERVICE

I herebycertify that I serveda trueand correctcopy of the foregoing documentin

3 DocketAR 499 on the following namedperson(s)on the dateindicatedbelowby email and

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

5 below.

Rates& RegulatoryAffairs
PortlandGeneralElectric
121 SW SalmonStreet,1WTCO7O2
Portland,OR 97204
pge.opuc.filings@pgn.com

JulieBrandis
AssociatedOregonIndustries
1149 Court StreetNE
SalemOR97301-4030
jbrandis(~aoi.org

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

RepTomButler
H-289StateCapitol
SalemOR97310
cpatoin(~fm.tc.corn

MelindaJ Davison
DavisonVanClevePC
333 SW Taylor, Suite400
PortlandOR 97204
mail(2i~dvclaw.com

GaryBauer
NorthwestNatural
220NW 2nd Avenue
PortlandOR 97209
gary.bauer@nwnatural.com

LowreyR Brown
Citizens’Utility BoardofOregon
610 SW Broadway,Suite308
PortlandOR 97205
iowrey(~oregoncub.org

R. Tom Butler
tom@butlert.com

RandallDahlgren
PortlandGeneralElectric
121 SW SalmonStreet1WTC 0702
PortlandOR97204
randy.dahlgren(~pgu.com

JimDeason
AttorneyAt Law
521 SW Clay Street,Suite 107
PortlandOR 97201-5407
jimdeason@coincast.net
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MichaelEarly
IndustrialCustomersofNorthwestUtilities
333 SW Taylor, Suite400
PortlandOR 97204
mearly@icnu.org

SteveEvans
MidAmericanEnergyHoldingsCompany
666GrandAvenue
DesMoines IA 50303
srevans@midamerican.com

JasonEisdorfer
Citizens’ Utility Boardof Oregon
610 SW Broadway,Suite308
PortlandOR 97205
dockets@oregoncub.org

DonM Falkner
AvistaUtilities
P0Box 3727
SpokaneWA 99220-3727
don.falkner@avistacorp.com

JasonW Jones
Departmentof Justice
RegulatedUtility & BusinessSection
1162Court StreetNE
SalemOR 97301-4096
jason.w,jones(~state.or.us
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Ann L Fisher
AF Legal & ConsultingServices
2005 SW 71stAvenue
PortlandOR 97225-3705
energlaw@aol.com

Kelly Francone
EnergyStrategies
215 SouthStateStreet,Suite200
SaltLakeCityUT 84111
kfrancone@energystrat.corn

RobertJenks
Citizens’ Utility BoardofOregon
610SW Broadway,Suite308
PortlandOR 97205
bob@oregoncub.org

EdwardA Finklea
CableHustonBenedictHaagensen

& Lloyd LLP
1001 SW

5
th Avenue,Suite2000

PortlandOR 97204
efinklea(lI~chbh.com

AndreaFogue
Leagueof OregonCities
P0Box 928
SalemOR97308
afogue(~orcities.org

PaulGraham
DepartmentofJustice
RegulatedUtility & BusinessSection
1162CourtStreetNE
SalemOR 97301-4096
paul.graham@state.or.us

JudyJohnson
PublicUtility Commission
P0Box 2148
SalemOR 97308-2148
hidy.j ohnson(2i~state.or.us
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GreggKantor
NorthwestNatural
220 NW SecondAvenue
PortlandOR 97209
gsk(l~nwnatural.com

PamelaG Lesh
PortlandGeneralElectric
121 SW SalmonStreet1WTC 1703
PortlandOR97204
pamela.lesh@pgn.com

RonMckenzie
AvistaUtilities
PoBox 3727
SpokaneWA 99220-3727
ron.mckenzie(~avistacorp.corn

SenatorRick Metsger
StateCapitol
900 Court StreetNES-307
SalemOR 97301
sen.rickmetsger@state.or.us

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

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

MargaretD Kirkpatrick
NorthwestNatural
220 NW 2ndAvenue
PortlandOR 97209
margaret.kirkpatrick@nwnatural.com

KenLewis
P0Box 29140
PortlandOR 97296
kl04(Zl~mailstation,com

DanielW Meek
Attorneyat Law
10949SW 4thAvenue
PortlandOR 97219
dan@rneek.net

DavidJ Meyer
AvistaCorporation
P0Box 3727
SpokaneWA 99220-3727
david.meyer@avistacorp.corn

MatthewW Perkins
DavisonVanClevePC
333 SW Taylor, Suite400
PortlandOR 97204
mwp@dvclaw.com

LisaF Rackner
Ater Wynne LLP
222 SW ColumbiaStreet,Suite1800
PortlandOR 97201-6618
lfr@aterwynne.corn
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1
InaraScott
PortlandGeneralElectric
121 SW SalmonStreet
PortlandOR 97204
inara.scott@pgn.corn

DouglasC Tingey
PortlandGeneralElectric
121 SW Salmon1WTC13
PortlandOR 97204
doug.tingey@pgn.com

Rick Tuiming
MidAmericanEnergyHoldingsCo
666 GrandAvenue
DesMoines IA 50303
rrtunning~midarnerican,corn

BenjaminWalters
City ofPortland

Office ofCity Attorney
1221 SW 4th Avenue-Rm430
PortlandOR 97204
bwalters(~ci.portland.or.us

Bob Tamlyn
PortlandGeneralElectric
121 SW SalmonStreet
PortlandOR 97204
bob.tarnlyn@pgn.com

JayTinker
PortlandGeneralElectricCompany
121 SW SalmonStreet,1WTC 0702
PortlandOR 97204
jay.tinker(~pgn.corn

SenatorVicki L Walker
StateCapitol
P0Box 10314
EugeneOR 97440

LindaK Williams
Kafoury & McDougal
10266SW LancasterRd
PortlandOR 97219-6305
linda(Zl~lindawiiliams.net

ScottBolton
PacifiCorp
825 NEMultnomah,Suite300
Portland,OR 97232
scott.bolton@pacificorp.com

Larry 0. Martin
PacifiCorp
825 NEMultnomah,Suite 1900
Portland,OR 97232
larry.rnartin(~pacificorD.corn
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sen.vickiwalker@state.or.us

LauraBeane
PacifiCorp
825 NE Multnomah,Suite300
Portland,OR 97232
laura.beane@pacificorp,corn

Blair Loftis
PacifiCorp
825 NEMultnomah,Suite300
Portland,OR 97232
blair.loftis@pacificorp.com
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1 JanMitchell RichardPeach

2 PacifiCorp PacifiCorp
825 NEMultnomah,Suite2000 825 NEMultnomah,Suite2000

3 Portland,OR 97232 Portland,OR 97232
j an.mitchell(~pacificorp.com richard.peach(2l~pacificorp.corn

4 -~

PaulM. Wrigley Kelly 0. Norwood

6 PacifiCorp AvistaUtilities
825 NE Multnomah,Suite300 P0 Box 3727

7 Portland,OR 97232 Spokane,WA 99220-3727

8 paul.wrigley(~pacificorp.corn kelly.norwood(~avistacorp.com

9 AuseyH. Robnett,III RaulMadarang
Paine,Hamlen,Coffin, Brooke PortlandGeneralElectric

10 & Miller LLP 121 SW Salmon,1WTC
P0Box E Portland,OR 97204

11 CoeurD’Alene, ID 83816-0328 raul.madarang(~ihgn.com

~ 12

DaveRobertson KathrynLogan
13 PortlandGeneralElectric AdministrativeHearingsDivision

121 SW Salmon,1WTC PublicUtility CommissionofOregon
~ ~ 14 Portland,OR 97204 P0Box 2148

dave.robertson(~pgn.com Salem,OR 97308-2148
15 kathryn.1ogan(~state.or.us

~- 16
oa DATED: April 11 2006.

17

18 (/~)(~9~Z)~Z/\

19 MarcusWood

20 OfAttorneysfor NorthwestNaturalGas
Company

21

22

23

24

25

26
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