
ORDER NO. 06-052

ENTERED 02/09/06

BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON

UG 172

In the Matter of

NORTHWEST NATURAL

(Advice No. 06-2) Adds new Schedule 60
Special Contracts related to Rate
Schedule 32, as part of a Settlement
Agreement with large-volume customers.

)
)
) ORDER
)
)
)
)
)

DISPOSITION: TARIFF SHEETS ALLOWED; WAIVER GRANTED

On February 1, 2006, Northwest Natural Gas Company (NW Natural)
filed tariff sheets in Advice No. 06-2 to be effective February 8, 2006. The terms of the
proposed tariff sheets are set forth in the Staff Report dated February 1, 2006, attached as
the Appendix to this order.

The filing represents part of a settlement of a dispute involving
NW Natural regarding the terms of the service that applied to industrial customers who
had recently elected to change from Transportation only to Sales service.1 After
extensive negotiations, NW Natural was able to reach settlement with 14 of the 15
affected customers. Part of the monetary compensation in the settlements, which are
referred to in the settlements as “credits,” is calculated by multiplying fractional dollar
amounts by different natural gas volumes. In its Advice letter accompanying this filing,
NW Natural explains the need for Commission approval of this filing:

Because this kind of mechanism is ordinarily used to
determine and collect revenues for service performed by
the Company and is within the jurisdiction of the
Commission, the Company is seeking permission from the
Commission to use this mechanism to calculate the
monetary compensation to settle the claims and disputes.
There are, of course, different ways that monetary
compensation could have been determined. This
mechanism or vehicle for calculating monetary
compensation appeared to be appropriate in this case
because the Company was dealing with two complaints and
multiple potential complaints. Customers, potentially, at

1 See Staff’s Report for the Commission’s December 6, 2005, Public Meeting for background information
on this dispute.
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least, could have alleged claims for damages based upon
alleged higher gas costs, which, in turn, would have been
derived from natural gas volumes. In other words, the
settlements used what are referred to as “credits” because it
provided a convenient method for determining the
consideration and for settling the cases. There would have
been other ways to “monetize” the settlement amounts, but
this method seemed appropriate in this case. The Sales and
the Transportation Settlement Agreements are bargained
for “entire” single settlement agreements. The settlement
agreements encompass settlements of claims that arise
outside of the Commission’s jurisdiction.

NW Natural also explained that financial results of the filing will not
affect other customers:

The Company has not and will not seek any added costs
associated with these settlement agreements in rates from
any other customers. The added costs will not be included
in any purchased gas adjustments or any other account used
in the calculation of rates, and will not be included as an
operating expense in any test year in any future rate case.

At its February 7, 2006, Public Meeting, the Public Utility Commission of
Oregon allowed the tariff sheets to go into effect. Although the Commission is approving
the filing, it makes no specific findings regarding any aspect of the underlying dispute.
Neither Rate Schedule 32 nor Schedule T are affected or changed by the Commission’s
approval of these settlement agreements, and no party should rely on this decision with
regard to any issues that may be raised in litigation between NW Natural and any other
customer. In approving this filing, the Commission is not reaching any conclusions
regarding whether NW Natural has violated any statutes, rules, or tariffs regarding the
underlying dispute in this matter.

Thirty days after NW Natural has concluded providing service under the
agreements, the company will submit to the Commission all information about, and an
accounting for, its performance of the agreements. As information about each customer's
specific volumes may be considered to be trade secret and confidential by those
customers, the customer specific volume information may be submitted to the
Commission designated as "trade secrets" or other confidential information that are
exempt from disclosure under ORS 192.501.

Pursuant to a waiver of OAR 860-022-0032, the Commission finds that
the tariff sheets shall be effective for billings sent on and after February 8, 2006.












