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ISSUE 1, ------ REASONABLENESS OF STAFF’S REVENUE REQUIREMENT 1 

Q. WHAT IS STAFF’S RECOMMENDED CHANGE IN REVENUE 2 

REQUIREMENT? 3 

A. Staff’s Revenue Requirement is $(9,485) million from current rates. 4 

Q. WHEN WAS NW NATURAL’S LAST GENERAL RATE CASE? 5 

A. NW Natural has not participated in a rate case since 2002.  Since that time, the 6 

Company sought and was granted various mechanisms to recover costs 7 

without requiring the Company to file a general rate case.  During the time 8 

period between NW Natural’s last rate case and the currently filed rate case, 9 

NW Natural has generally demonstrated strong financials and earnings. 10 

Q. IF NW NATURAL HAS GENERALLY DEMONSTRATED STRONG 11 

FINANCIALS AND EARNINGS SINCE THE LAST RATE CASE, WHAY 12 

MAY HAVE DRIVEN IT TO FILE A GENERAL RATE CASE AT THIS 13 

TIME? 14 

A. In Docket No. UG 152, Order No. 03-507, the WARM Mechanism was initiated 15 

and set to expire in September 2008.  In Docket No. UG 163, Order No. 05-16 

934, the Decoupling Mechanism was initiated and set to expire in September 17 

2009.  Dockets UG 152 and UG 163 were combined and Order No. 07-426, 18 

extended the WARM and Decoupling expiration date to October 30, 2012.  19 

These mechanisms are set to expire unless the mechanisms or some variant 20 

of them are re-authorized in a new general rate case.  Based upon Staff’s 21 

review of the revenue requirement needs of NW Natural in this case, it is my 22 
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Description/ Account No. 
Company 

Filing Staff Adjustment

Pension Rate Base "return of" Adjustment $21,930 $0 ($21,930)

Amortization of Penson Contributions $4,569 $0 ($4,569)

Accumulated Defered Income Tax Correction (1) $0 $9,266 $9,266

Staff Initiator:
Nick Cimmiyotti

The first pension adjustments removes approximately $21.9 million from rate base, which represents the
Company's "out of test-period" cash contributions, made from 2003, through 2011, to their defined benefits
plans, which were in excess of the amount authorized in the Commission's rate order on NW Natural's UG
152 general rate case request. The second pension adjustment removes $4.6 million from amortizable
expenses. It represents one-eighth of the $36.5 million, "return of" prior period cash contributions made the
Company's defined benefit plan since 2004. Since 1987, in establishing the appropriate level of pension
related costs(benefits) in rates, the Commission as relied on the Financial Accounting Standards Board's
(FASB's) Statement of Financial Accounting Standards No. 87, which establishes an accrual based periodic
pension cost(benefit) level to include in rates. The Deferred Tax adjustment reverses a double addition of
($9,266,000) in accumulated deferred income taxes that was corrected by the Company in their pro-forma
adjustment to workpaper "2011 11 16 REVISED Build-up in deferred taxes-truncated omit other M-1s not in
rates.xls" and brought to the attention of staff in the Company's response to Staff DR-365.
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