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Ruling regarding the application of OAR 860-022-0070. 
 
 
STAFF RECOMMENDATION: 
 
I recommend that the Commission deny Northwest Natural’s petition for a Declaratory 
Ruling. 
 
 
DISCUSSION: 
 
On March 27, 2009, Northwest Natural (NW Natural) requested a petition for a 
Declaratory Ruling regarding the application of OAR 860-022-0070.  There has been a 
dispute about whether gas cost variances retained by the utility through the sharing 
provisions of the PGA mechanism should be included in the regulated earnings for 
purposes of the gas utility’s Spring Earnings Review.  NW Natural asks for a declaratory 
ruling because NW Natural as part of its weather normalization adjustment excludes 
retained gas cost variances from earnings for purposes of the Spring Earnings Review.  
 
Staff has been in discussions with NW Natural on this issue and on  
September 25, 2008, sent out a draft letter to UM 903 participants stating that staff had 
modified its position and now agreed with NW Natural’s methodology and invited 
comments from the parties. 
 
Cascade Natural Gas and the Citizens’ Utility Board (CUB) both submitted comments 
that disagreed with staff’s and NW Natural’s position.  See Appendixes A and B. 
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After Order No. 08-504 in Docket UM 1286 was issued, staff and staff’s attorney were 
convinced that the Commission had decided the issue.  On page 14 the Order states:  
“CUB states that Staff and NW Natural do not agree whether earnings related to gas 
costs are counted in an earnings review.  Staff proposes to include the earnings; NW 
Natural proposes to exclude them.  CUB agrees with Staff.” 
 
On page 15 the Order states:  “CUB states that it shares Staff’s view that commodity 
cost differences, positive or negative, retained by the company, are properly accounted 
for in the company’s earnings for purposes of the earnings review.” 
 
On Page 18, under Conclusions of Law, item 2, the Order states: “CUB’s proposal, as 
modified above should be adopted.”  Staff interprets this to mean that the Order adopts 
CUB’s position that all gas cost variances (including the utility’s sharing) should be 
included in results of operations and earnings reports. 
 
Staff subsequently, on February 5, 2009, wrote another letter to the UM 903 participants 
and stated that: “Because the Order did not modify this aspect of CUB’s proposal, staff’s 
counsel advises that CUB’s recommended treatment was adopted.” 
 
NW Natural states in its petition on page 6 that: “With respect to the Spring Earning 
Review the Commission only stated: ‘The spring 2009 earnings review will be 
conducted under the ground rules applicable under the now current mechanism, in 
recognition that ten months of the 2008 will have been conducted under the current 
rules.’”  Staff does not believe that the Commission intended to allow NW Natural an 
additional year of making adjustments to its Spring Earnings Review differently than 
adopted by Order 08-504.  Staff believes that the Commission was referring to the 
methodology of calculating the earnings bands for sharing purposes. 
 
 
PROPOSED COMMISSION MOTION: 
 
Northwest Natural’s petition for a Declaratory Ruling be denied. 
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