© 00 N o o B~ w N P

NN NN NN R R R R R R R R |
o O B~ W N B O © ® N o o b~ wWw N P O

BEFORE THE
PUBLIC UTILITY COMMISSION OF OREGON

UG 520
In the Matter of

NORTHWEST NATURAL GAS

COMPANY dba NW NATURAL, STAFF POSITION STATEMENT

Request for a General Rate Revision.

Pursuant to Administrative Law Judge (“ALJ”) Spruce’s February 14, 2025,
Memorandum, Staff of the Oregon Public Utility Commission (“Staff”’), submits the following
statement of its positions on issues presented in the above-captioned docket not resolved by
stipulation. The issues not resolved by stipulation concern recommendations made by the
Oregon Citizens’ Utility Board (CUB) and/or Climate Solutions, Coalition of Communities of
Color, Verde, Sierra Club, and Oregon Environmental Council (together, “the Coalition”).

Issue 1. Regulatory Asset for Plant Retired Due to Electrification

Should the Commission find that electrification is in the public interest and direct NW

Natural to remove plant that is retired due to electrification from its current depreciation

account and place it in a regulatory asset where it will earn interest at the rate representing

the time value of money?

Staff position: No. Generally, a utility may not recover from ratepayers return on or of
investment that is no longer in service.! However, if early retirement of an asset is in the public
interest, the Commission is authorized to allow the utility to recover its full investment for that
investment even after retirement.?

In this case, CUB recommends “the Commission find that electrification is in the public
interest and direct NWN to place plant that is retired due to electrification in a regulatory asset

where it will earn interest at the rate of 4.496 %.”® In particular, CUB recommends that “when

1 ORS 757.355.
2 0RS 757.140.
3 CUB/100, Jenks/24.
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customers leave the system and their service pipe (or other capital assets) are no longer useful,

that the remaining undepreciated capital investment directly associated with that customer, and
only that customer, be moved into a regulatory account, so it can be recovered at the time value
of money.™

Although Staff believes it is possible that early retirement of natural gas distribution assets
to facilitate electrification could in some cases be in the public interest, Staff does not believe the
record in this rate case is sufficient to support the general finding that “electrification is in the
public interest.” Nor does Staff think it would be appropriate for the Commission to make such a
finding in a general rate case involving only one of three gas utilities operating in Oregon.

Staff also opposes CUB’s particular recommendation the Commission “direct” NW Natural
to retire service pipe and other assets related to serving customers that leave the Company’s system
and record the unrecovered investment in a regulatory account that will allow NW Natural to
recover its investment in the plant but not earn a return on it. It is not clear that it is appropriate to
retire service pipe when a customer leaves the system as the customer could be discontinuing
service because they are moving, which means a new customer may take their place. Rather than
requiring the utility to investigate every service disconnection to determine whether the customer
is in fact choosing an electric alternative, Staff recommends the Commission allow NW Natural
to continue the accounting treatment currently authorized for NW Natural assets.>

Issue 2. Analysis of Non-Pipeline Alternatives.

Should NW Natural be required, as a condition for capital investment recovery in future

proceedings, to analyze non-pipeline alternatives, such as targeted electrification and

Thermal Energy Networks (““TENS’), to investments in distribution infrastructure?

Staff Position: No. Although Staff agrees with the underlying premise that that targeted

electrification and TENSs are important elements in disciplined spending and an in-depth

4 CUB/100, Jenks/24.
5 Staff/1800, Scala/7-8.
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exploration of futureproofing for Northwest Natural’s system, Staff disagrees it is appropriate to
create a specific condition precedent for rate recovery of capital investment. The role of non-
pipeline alternatives in NW Natural’s resource planning has been an issue in NW Natural’s
integrated resource and distribution system planning processes. In 2023, the Commission
adopted Staff’s recommendation to require NW Natural to include in future distribution system
““a cost benefit analysis for non-pipe alternatives that reflects an avoided GHG compliance cost
element consistent with a high-cost estimate of future alternative fuels prices.”® If NW Natural
fails to conduct such an analysis, the failure would presumably be considered by the
Commission when reviewing the prudence of future investment in distribution infrastructure.

The Coalition’s recommendation that NW Natural’s future recovery of capital
investments should be conditioned on NW Natural “investigating” non-pipes alternatives would
be difficult to implement (what constitutes “investigating?”) and does not take into account the
long-term planning processes required by the Commission or the standards of prudence and cost
recovery previously adopted by the Commission.

Issue 3. Electrification and TEN Pilots

Should NW Natural be required to propose at least one targeted electrification pilot and

one TEN pilot that would allow the Company to decommission or avoid gas

infrastructure?

Staff Position: Not in this rate case. Staff agrees that targeted electrification and TENs
are important elements in disciplined spending and an in-depth exploration of futureproofing for
Northwest Natural’s system. Staff is committed to advancing these issues in a data-driven
manner in planning dockets and agrees that it is increasingly important for all utilities to
thoughtfully engage with a broader suite of collaborative decarbonization solutions and future

planning.’

% In the Matter of Northwest Natural Gas Company, doa NW Natural, 2022 Integrated Resource Plan, LC 79, Order
No. 23-281, Att. Aat 67 (August 2, 2023).

7 Staff/1800, Scala/6-7.
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Issue 4. Oregon Low-Income Energy Efficiency (“OLIEE”) Program Funds for

Electric Heat Pumps

Should NW Natural be required to revise Schedule 320 to give eligible households the

option to use OLIEE funds to replace red-tagged and non-functioning furnaces with

electric heat pumps?

Staff Position: Not in this rate case. Staff has multiple forums, external partnerships,
and regulatory commitments to collaborate on equitable and durable decarbonization pathways,
including but not limited to utility integrated resource plans (IRPSs), resource adequacy and
capacity planning, energy efficiency program design, and energy burden mitigation. Staff finds
these spaces, as opposed to the current GRC, more useful for developing collaborative,
consistent, and data informed solutions—particularly given the evolving electrification
landscape.® Further, through discussions with state agency partners, CAP Agency
representatives, and the Oregon Training Institute, Staff heard several key and consistent
concerns regarding the timing and feasibility of the Coalition’s OLIEE proposal. These concerns
include issues around overlapping state and federal funding for electrification, potential for bills
to increase with the usage of heat pumps, and administrative hurdles that currently exist in how
CAP Agencies operate.®

DATED this 15" day of July 2025.

Respectfully submitted,

DAN RAYFIELD
Attorney General

/sl Stephanie Andrus

Stephanie Andrus, OSB No. 925123

Sr. Assistant Attorney General

Of Attorneys for Staff of the Public Utility
Commission of Oregon

8 Staff/2000, Ayres-Lockwood-Scala/13-14.
9 staff/2000, Ayres-Lockwood-Scala/13-14.
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