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ENTERED JUL 0 7 2016 

BEFORE THE PUBLIC UTILITY COMMISSION 

OF OREGON 

In the Matter of 

NORTHWEST NATURAL GAS 
COMPANY, dbaNWNATURAL, 

UM 1631 

Application to Add Language to Schedule C 
Regarding Waiver of OAR 860-021-0126(3). 

ORDER 

DISPOSITION: STAFF'S RECOMMENDATION ADOPTED 

At its public meeting on June 7, 2016, the Public Utility Commission of Oregon adopted 
Staff's recommendation in this matter. The Staff Report with the recommendation is 
attached as Appendix A. 

BY THE COMMISSION: 

Commission Secretaiy 

A party may request rehearing or reconsideration of this order under ORS 756.561. A 
request for rehearing or reconsideration must be filed with the Commission within 60 days 
of the date of service of this order. The request must comply with the requirements in 
OAR 860-001-0720. A copy of the request must also be served on each patty to the 
proceedings as provided in OAR 860-001-0180(2). A pmty may appeal this order by filing 
a petition for review with the Circuit Comt for Mm'ion County in compliance with ORS 
183.484. 
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ITEM NO. c A I 0 

PUBLIC UTILITY COMMISSION OF OREGON 
STAFF REPORT 

PUBLIC MEETING DATE: June 7, 2016 

REGULAR CONSENT X EFFECTIVE DATE June 8, 2016 

DATE: May 19, 2016 

TO: Public Utility Commission 

FROM: Ming Pen~/)J?f:> ~ 

THROUGH: Jason Eisdorfer and Marc Hellman 

SUBJECT: NORTHWEST NATURAL: (Docket No ADV 290/Advice No. 16-04) 
Application to add language to Schedule C to reference the waiver, 
granted by Commission Order No. 00-267 from OAR 860-021-0126, which 
allows NWN to charge a $3 minimum late payment charge on amounts 
between $50-$200. 

STAFF RECOMMENDATION: 

Staff recommends the Commission approve Northwest Natural Gas Company's (NW 
Natural or Company) application for its waiver of OAR 860-021-0126(3) to be continued, 
which in turn allows NWN to apply a $3 minimum late charge on past due amounts 
between $50 and $200, subject to the following reporting requirement: 

NW Natural will submit a report every three years, starting from the date of the 
Commission's order adopting Staff's memorandum, demonstrating that its $3 
minimum late payment charge on past due amounts between $50 and $200 is cost­
effective and beneficial to both the Company and to its customers. The report should 
analyze and discuss the effects of the $3 minimum late payment charge including 
whether: (1) the $3 late payment charge provides an incentive for customers to 
make timely payments; (2) the customer incentive improves the Company's cash 
flow; (3) the customer incentive improves the Company's credit and collection 
efficiencies; and (4) the customer incentive reduces the Company's bad debt 
expense. 
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DISCUSSION: 

Applicable Law related to Late-Payment Charge 
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Oregon Administrative Rules (OAR) - Public Utility Commission Division 21- Utility 
Regulation, OAR 860-021-0126, Late-Payment Charge, states: 

(1) Except as provided in section (2) of this rule, an energy or large telecommunications 
utility may apply a late-payment charge to customer accounts not paid in full each 
month, provided the utility has filed the late-payment charge in its rate schedule. 

(2) An energy utility shall not impose late-payment charges on residential customers 
unless: 

(a) The energy utility offers residential customers a preferred billing date option under 
which the customer can select or change a bill date. Utilities shall not be required to 
change a customer's bill date more than once in any 12-month period; 

(b) The energy utility's rate schedule provides that the late charge is not applied on 
residential balances less than $200; or 

( c) The charge is applied only to amounts carried forward for two consecutive months. 

(3) The charge will be based on a monthly late-payment rate applied to overdue account 
balances at the time of preparing the subsequent month's bill for residential accounts or 
by the bill due date for all other accounts. The late-payment charge may not be applied 
to time-payment or equal-payment accounts that are current. The Commission will 
determine the late-payment rate based on a survey of prevailing market rates for late­
payment charges of commercial enterprises and will advise all utilities of the changes in 
the rate they may use to determine late-payment charges on overdue customer 
accounts as needed. The current late-payment rate and the conditions for its 
application to customer accounts shall be specified on the energy or large 
telecommunications utility bill. 

In its Order 00-267, dated May 23, 2000, the Commission adopted Staff's 
recommendation to grant the Company a waiver from OAR 860-021-0126(3), thereby 
allowing the Company to assess a $3 minimum late charge on customer past due 
balances between $50 and $200. The Commission granted the waiver based upon 
Staff's conclusion at the time that the $3 late payment charge would encourage timely 
payment by customers of their bills, thereby potentially reducing the Company's 
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collection-related costs. The Commission did not place any conditions or time 
restrictions on the waiver and it continues to the present time. 

Background 

On May 1 , 2000, the Company filed its Advice No. 00-6 with the Commission. In its 
Advice Filing, NWN proposed a change to Schedule C "Miscellaneous Charges and 
Credits." In its application, the Company states the proposed tariff revision is intended 
to provide clarity between the $3 late payment charge stated in its tariff and . 
OAR 860-021-0126(3)'s provision stating the Commission will determine the late 
payment rate for all utilities. As stated, the Commission approved the Company's filing 
in its Order No. 00-267. 

Almost 16 years later, at Staff's request, the Company filed on May 2, 2016, proposed 
tariff sheets "to reference the waiver of OAR 860-021-0126(3) granted by the Commission 
to NW Natural effective June 1, 2000, that allowed for the application of a $3 minimum late 
payment charge on past due amounts between $50 and $200." NW Natural Application at 
page 1. The Company's filing included responses to several Staff questions regarding a 
demonstration of benefits the Company projected would result from the original waiver 
granted in 2000. Staff requested that the Company show that waiver has resulted in: 
(1) improved cash flow; (2) improved credit and collection efficiencies; and (3) reduced 
bad debt expense; and whether these benefits, or a portion thereof, were flowed 
through to customers. 

On May 17, 2016, Staff and NW Natural had a phone conference to clarify some data on 
its Tariff sheet Schedule C. On May 18, 2016, the Company filed a supplemental filing, 
along with a request for approval on less than statutory notice, to: (1) revise Sheet C-1 to 
add the percentage symbol to the 1.8 late charge stated at Sheet C-1; and (2) revise 
Sheet C-2 to reflect the June 8, 2016 effective date. 

Analysis 

This filing is the result of a Staff request. While Order No. 00-267 authorized the current 
NW Natural late payment charge, that order did not place conditions or a time restriction 
on the NWN's waiver. Given the length of time since that Order, Staff thought it 
reasonable to investigate whether continuation of the waiver is justified. 

For the relevant timeframe, from 2000 to 2016, consistent with OAR 860-021-0126(3), 
the Commission authorized late-payment rates ranging from 1.5% to 1.8% "based on a 
survey of prevailing market rates for late-payment charges of commercial enterprises." 

Appendix A 
Page 3 of8 



Docket No. ADV 290/Advice No. 16-04 
May 19, 2016 
Page4 

ORDER NO. j f; 

Late payment charges are generally designed to serve two purposes: (1) to compensate 
the utility for expenses incurred as a result of the late payment; and (2) to provide an 
incentive for households to make timely payments. 

As stated, at Staff's request, NW Natural reviewed its residential credit and collections 
and bad debt expense for the 2009 through 2015 time period. The Company presented 
its findings in its May 2, 2016 filing. The Company first stated that "There are a number 
of factors other than late charges that affect cash flow, credit and collection experiences, 
and bad debt expense; the late charge structure is just one factor. As such, it is difficult 
to isolate exactly how the Company's late charge impacted its overall credit and 
collection and bad debt experiences over the years." NW Natural Application at page 2. 

The Company then compared its Oregon residential customer data to Washington 
residential customer data, where the Company has a $1 minimum late charge. The 
Company stated that "Because NW Natural's Oregon and Washington service areas are 
similar in terms of economy and pricing (although Washington residential rates have 
been consistently lower than Oregon residential rates) any difference in results could be 
indicative of the effect that the $3 minimum late charge has had on each of the three 
named benefits." NW Natural Application at page 3. 

NW Natural's analysis shows that "The residential Customers in both states receive a 
20-day notice if a bill was not paid by the due date stated on the bill. Table 1 below 
shows the percentage of residential customer accounts that received a 20-day notice by 
state. As shown in Table 1, on a percentage basis, there were fewer 20-day notices 
issued to Oregon customers than were issued to Washington customers, with the 
exception of 2015, where the percentages are the same between the two states." 

Table 1 
Percentaoe of residential customers issued 20-dav notices 

Year Oregon 

2009 5.6% 
2010 5.0% 
2011 5.0% 
2012 4.5% 
2013 4.3% 
2014 4.1% 
2015 3.7% 

Washington 

6.8% 
5.5% 
5.6% 
4.9% 
4.4% 
4.3% 
3.7% 
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Table 2 below shows the percentage of Oregon residential bills that had late charges 
applied compared to Washington residential bills. 

Table 2 
Percentage of residential customer bills with late charges applied 

Year Oregon Washington 

2009 8.6% 10.2% 
2010 8.2% 8.8% 
2011 8.2% 9.0% 
2012 7.3% 7.8% 
2013 7.2% 7.3% 
2014 6.8% 7.1% 
2015 6.4% 6.5% 

NW Natural explained that "As shown in Table 2, in both states the percentage of bills 
that were assessed late charges has declined since 2009, with Oregon remaining 
consistently lower than Washington. The Company offers a preferred bill due date 
option to customers in both states which we believe has also contributed to the decline 
in late charge assessments." 

Additionally, Staff's research revealed that from 1994 through 2014, the Commission 
received 17 complaints from NWN customers about late payment charges based on the 
Commission's customer service record. The complaints average less than one per 
year. Given the number of Oregon customers served by NWN, the level of complaints 
is very small, and so NW Natural's imposition of the late charge appears to be 
reasonably accepted by Oregon customers as not inconsistent with standard business 
practices. 

In reviewing the utility practices, Staff noticed that NW Natural does not print the late 
charge bill message on those bills if a late charge amount is less than $50. The 
Company explains that, because it does not apply a late charge to amounts less than 
$50, including a message on a bill that is not subject to a late charge might be confusing 
to customers. 

Staff believes that NW Natural should inform its customers that they will be charged for a 
$3 minimum late charge on customer past due balances between $50 and $200, and 
specify the current late-payment rate (%)to all customer accounts on utility bill. 

In communications with the Company, it agreed to have its billing systems' coding 
revised to include the late bill statement on its bills by hopefully June 1. 
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Based on Staff's review of NW Natural's filing and a review of the relevant historic 
Commission data on file, Staff recommends approval of the Company's application with 
the proposed reporting requirement. In relation to the original waiver request, the 
Company has demonstrated that the $3 late-payment charge: (1) improved cash flow; 
(2) improved credit and collection efficiencies; and (3) reduced bad debt expense. As 
there were general rate cases after the year 2000, any benefits resulting from the 
waiver would have been captured and flowed through to customers. 

In order to assess the merits of continuing the waiver subsequent to this present 
Company filing, Staff recommends that the Company be required to file a report with the 
Commission once every three years showing that the benefits of the late payment 
charge continue to exist. 

The Company also agrees to revise its bills to provide the late payment billing charge on 
all its bills to customers, regardless of whether the customer billing amount is less than 
$50. 

The Company has reviewed this memo and voiced no concerns. 

PROPOSED COMMISSION MOTION: 

Approve NW Natural's tariff filing with less than statutory notice subject to Staff's 
recommended reporting requirement set forth in its public meeting memorandum and 
that Schedule Cat Sheet C-1 and C-2 filed in Docket No. ADV 290/Advice No. 16-04 
become effective with service on and after June 8, 2016. 

ADV 290/Advlce No. 16-04 
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NORTHWEST NATURAL GAS COMPANY 
P.U.C. Or. 25 Second Revision of Sheet C-1 

cancels First Revision of Sheet C-1 

SCHEDULE C 
MISCELLANEOUS CHARGES AND CREDITS 

APPLICABLE: 
To all Custonlers served by the Con1pany under the Tariff ofvlhich this Schedule Is a part, 

PURPOSE: 
To describe and sun1n11:uize the charges and credits that Olay apply to Coston1ero in addition to the 
rates established in lhe Rate Schedule or Service Agreement under which Customer receives 
service. See the DESCRIPTION OF CHARGES provision of this Schedule for specific tem1s and 
conditions. 

SUMMARY OF CHARGES and CREDITS: 

Llte Pa)fllent Charge 

Charge for Pa~nt Not Honored (per ind~nt) 

Service Reconnection Charges 

1.8% of unp.3ld b:AISl'IC<:! ~r p.:iyment p~od. 
but no l~s than S3.00 

s 15.00 

Scheduled 8:00 a.m.. -5:00 p.l'll. r.b'l.·Fri. (exceptHolid.'lys) 
Scheduled after 5:00 p.m., Pl.bo.-Fri. 

s 30.00 
s 80.00 
S100.00 &r'l"'e Oayafter5:00p.m.1.'.on-Fri. or on Saturday bl' on a Holiday 

ServiC<Eo Reconn~tion Charges - Curtailment Order 

B:OO a.m. -5:00 p.m. r./.on.-Fri. (except Holkfa~) 
Met 5:00 p.m. 1.'ioo.-Fri. and on 

\W-ekends ot Holid.lys 

fnaoee-sslble Me for Charge-
Jnst.allation of Shut-off Valve 

Fi~ld Visit Charge 

Meter lntetfe.rence 

Unauthorized Us~ - failure to comptywith 
Curt.lilmenl Order 

CSR Assisted Automated Payn'ienl Charge 

Surum:uy Billing Chlrg~ 
OM--time time se-t up fe-e, per a<::«XJl'll 
Po£ot account bi led ~monlh 

s 150.00 
s 600.00 

s 250.00 

s 20.00 

Actual costs ofd:muges, repair.; and any 
addltlooal 0< unuSUJI costs or~ directly 
ri:Uted to the mel-£-rinteJfo£otenoo, plus the amount 
of unbilled g..~ determned to tu~ Men lost. plus 
applic.:\ble ~ Reoonnection Charges. 

$ 10.00 perthoon 

s 2.50 pet check 

$ 5.00 
s 1.00 

(ooolinu& to Sheet C- t. 1) 

Issued May 18, 2016 
NWN OPUC Advice No. 16-04A 

Effective With service on 
and after June 8, 2016 

ls.sued by: NORTHWEST HA TURAL GAS CO'if PAUY 
db.a. tNI Naf!Xill 

220 N.W. S«:OOd AVl't}Ue 
P«tlarid, Of('(pn 97209$91 

m 

Appendix A 
Page 7 of8 



Docket No. ADV 290/Advice No. 16-04 
May 19, 2016 
Page 8 

NORTHWEST NATURAL GAS COMPANY 
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P.U.C. Or. 25 Thlrd Revision of Sheet C-2 
Cancels Second Revision of Sheet C-2 

SCHEDULE C 
MISCELLANEOUS CHARGES AND CREDITS 

(continued) 

DESCRIPTION OF CHARGES and CREDITS: 

lnte Payment Chnroe. Customer accounts not paid In full each month are subject to a late payment 
charge. For Residential Customers, the late payment charge will l>e applied to ov<?fdue account 
balances al the time of prepcuing the subsequent month's bill. For Non-Residential Customers, the 
late payment charge Will l>e assessed the day after the due dale stated on the bill. The late payment 
charge will not apply lo accounts if the balance is less than $50.00, or to Equal Pay Plan or Time 
Payment Plan accounts U1at are current. The applicaUon of the $3.00 minimum late payment charge (N) 
shown at Sheet C-1 is in accordance with a waiver of OAR 860-021-0126(3) granted to the Comp,my (N) 
by the C-Ommission effective June 1, 2000 (See NWN OPUC Advice 00-6 and 00-6A). (N) 

Charge For Payment Not Honored. A charge will be applied each time a Customer makes a payment 
on account that is not honored, for any reason, by a bank or other financial Institution. 

Service Reconnection Chnrges. A charge will be assessed to restore service to a Customer following 
a Disconnection of Service under Rule 11, or any other applicable Rule or Schedule of this T ruiff, or 
where service Is disconnected ond Customer subsequently requests service be restored al the same 
llddress within twelve ( 12) Billing Months of the date of Disconnection or service, ('Temporary 
Disconnection·). 

Before sCfVice will be restored, all amounts then due and payable, including tl1e service reconnection 
charge, and any Customer Charges asoociated with o Temporary Disconnection must be paid to 
Company at the Company's offices prior to 6:00 p.m. Monday through Friday, or, upon prior 
arrangement between Company and Customer, shall be paid to the Company's representative at the 
time or visit The serVice reconnection options are as follows: 

Friday 3:00 p.m to 6;00 pm. 

(coolinue to Sheet C-3) 

Issued May 18, 2016 

$3) 

soo 
SIOO 

$30 
500 
100 

S30 
soo 
S100 
S100 

NWN OPUC Advice No. 16·04A 
Effective WiU1 service on 
and after June 8, 2016 

lssul.'d by: l/OflTHWESr NA WRAL GAS CCWPAllY 
d. b. a. M'I NatlKdl 

2201J.W. ~AVfflW 
Porlfar>:J, O<~n 9720~3991 
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