
ORDER NO. 06-191

ENTERED 04/19/06

BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON
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CORPORATION

Request for Authorization to Establish a
Decoupling Mechanism and Approval of
Tariff Sheets No. 30 and No. 30-A. 

)
)
)
)
)
)
)
)

FINAL ORDER

DISPOSITION: STIPULATION APPROVED; TARIFF SHEETS TO
BECOME EFFECTIVE MAY 1, 2006

Procedural History. On October 17, 2005, Cascade Natural Gas Corporation
(Cascade), submitted an Application for approval of its Conservation Alliance Plan (CAP or
Plan) to become effective November 1, 2005. The Plan includes a decoupling mechanism
consisting of two deferral accounts, one to track changes in margin due to variations in
weather-normalized usage and another to track changes in margin due to weather that varies
from normal (the Decoupling Mechanism). The Plan would be implemented through
approval of Original Sheet No. 30 and Original Sheet No. 30-A, entitled “Rule 19—
Conservation Alliance Plan Mechanism.” As an additional element of the Plan, Cascade
would commence providing public purpose funds to the Energy Trust of Oregon (ETO) and
community service agencies for general and low-income demand-side management (DSM)
programs in Cascade’s Oregon service areas.

The proposed effective date for the Plan was extended to December 8,
2005, to accommodate a workshop on November 17, 2005. The effective date was further
extended to January 11, 2006, to accommodate a December 11, 2005, workshop.

At its January 11, 2006, Public Meeting, the Commission suspended the
filing, by Order No. 06-011, for a period of time not to exceed six months from January 11,
2006, the proposed effective date of the tariff sheets.

A prehearing conference was held on February 1, 2006, at which time the
Administrative Law Judge granted petitions to intervene filed by Northwest Industrial Gas
Users (NWIGU), NW Energy Coalition (NWEC), Natural Resources Defense Council
(NRDC), Community Action Directors of Oregon (CADO) and the Oregon Energy
Coordinators Association (OECA). A Notice of Intervention by Citizens’ Utility Board
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(CUB) was also noted for the record, as was the participation of the staff of the Public Utility
Commission of Oregon (Staff).1

As a result of the settlement conference and additional discussion, a
Stipulation (Stipulation), affixed to this Order as Appendix A, was filed on April 14,
2006, jointly by the Parties.

The Stipulation. Under the terms of the Stipulation, Cascade will be able
to implement the CAP mechanism in order to separately track variations in usage due to
conservation and weather. The CAP mechanism’s purpose is to establish procedures for
the annual tracking of revisions in rates due to changes in the weather-normalized use per
customer associated with its rate schedules and to establish procedures for the deferral of
differences experienced between actual average residential and commercial use per customer
and the amount estimated at the time the margin rates were established. Cascade will maintain
separate Conservation Variance and Weather Variance deferral accounts (i.e., the Decoupling
Mechanism) as Regulatory Assets or Liabilities. Each month, Cascade will calculate the
difference between the weather-normalized actual margin and the actual margin for each rate
schedule. Expected margin shall be the baseline average commodity per customer multiplied
by the current customer amount. The resulting dollar amount difference will be recorded in the
Conservation Variance deferral account. Cascade will also calculate the difference between
non-weather normalized actual margin and the expected margin for its rate schedules, and the
resulting dollar amount difference will be reduced by subtracting the dollar amount recorded
in the Conservation Variance deferral account with the remainder recorded in the Weather
Variance deferral account. Temporary surcharges or refund increments will be applied to the
Margin Commodity Rate over the following amortization period.

The Parties agreed to the CAP methodology set forth in paragraph 7 of
the Stipulation. It provides that the revised CAP Tariff Sheets would become effective on
the first day of the month following Commission approval. Cascade agreed to refile the
following tariff sheets: Second Substitute Sheet Nos. 30 and 30-A, Second Substitute
Original Sheet Nos. 31 and 31-A, Substitute Original Sheet Nos. 32 and 32-A, Substitute
Original Sheet Nos. 33, 33-A, 33-B and 33-C, Original Sheet No. 34 and Substitute First
Revision Sheet No. 175. Cascade will include in the annual CAP filing a temporary
adjustment amount designed to amortize any balance in the Conservation Variance and
Weather Variance deferral accounts over the 12-month period beginning with the PGA
adjustment year.

In paragraph 8, the Parties also agreed to recommend that the Plan remain in
effect until September 30, 2010, and that there be an independent evaluation study examined
by the Parties.

In paragraph 9, Cascade agreed that, if requested by the Commission, it would
submit a general rate case in the first quarter of 2008 and bear the burden of proof, using the
year ending September 30, 2007, as its historic test period.

1 Along with Cascade, collectively referred to as “the Parties.”
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In paragraph 10, Cascade agreed to contribute 0.75 percent of its revenues
from Rate Schedules 101 and 104, but no less than $500,000 per year, for public purposes,
the funds to be distributed to ETO and community service agencies for DSM and low-income
assistance programs. Cascade would also collect a 0.75 percent Public Purposes Funding
surcharge from its residential and commercial customers and distribute the money in
accordance with the CAP Tariff Sheets. Some of the administrative duties would not be
handled by Cascade. Paragraph 11 provides that the level of public purpose funds and its
allocation among low-income weatherization, DSM and bill payment assistance under
paragraph 10 would be adjusted based upon experience and evaluation studies in consultation
with interested parties.

Paragraph 12 addresses the Earnings Sharing Mechanism currently in
effect and provides that, unless the Commission authorizes a different baseline ROE, it
will continue to be determined in accordance with Order No. 04-203 in Docket UM 903.
The paragraph also calls for a reduction in the earnings threshold from ROE plus 300 basis
points to ROE plus 175 basis points.

Paragraph 13 provides for the adoption of a Service Quality Measure for a
period of ten years, tracking the level of consumer complaints and establishing penalties for
performance below specified ratios. Cascade will also submit an annual report that will track
maintenance and operating expenditures that the Commission will review in the context of
SQM performance and determine whether refunds might be required. Paragraph 14 provides
for Cascade to monitor and annually report to the Commission customer service and safety
performance on a number of parameters.

Paragraphs 15-21 recite the procedural aspects of the Stipulation, the nature of
the negotiations and the rights and obligations of each of the parties

We have reviewed the terms of the Stipulation and find that the terms of the
Stipulation are reasonable and that the Stipulation was freely entered into by the Parties.
We further find that the tariffs and conditions described therein further the public interest,
convenience and necessity.




















































