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Re: Docket No. UG 520 — In the Matter of Northwest Natural Gas Company, dba
NW Natural, Request for a General Rate Revision.

Attention Filing Center:

Attached for filing in the above-captioned docket, please find Northwest Natural Gas
Company’s Position Statement.

Please contact this office with any questions.

Sincerely,
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Michael Highfill
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BEFORE THE
PUBLIC UTILITY COMMISSION OF OREGON

UG 520
In the Matter of
NORTHWEST NATURAL GAS NORTHWEST NATURAL GAS
COMPANY dba NW NATURAL, COMPANY'S POSITION STATEMENT
Request for a General Rate Revision.

Pursuant to Administrative Law Judge Spruce’s February 14, 2025, Memorandum,
Northwest Natural Gas Company, dba NW Natural (“NW Natural” or the “Company”),
submits the following position statement:

1. Regulatory Asset for Plant Retired Due to Electrification
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a. Should the Public Utility Commission of Oregon (“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?

NW Natural’s Position: No. There is no basis for the Commission to find
that electrification is in the public interest. The Commission lacks legal
authority to make a finding that would require NW Natural to cease providing
service to customers.! Additionally, as discussed in the testimony of John
Spanos, Brody Wilson, and Zachary Kravitz,? and as documented more
extensively in the testimony of Kimberly Rush and Zachary Kravitz,? such a
finding is inappropriate because natural gas remains affordable compared
to electric alternatives and because, due to current grid conditions, building
electrification would likely increase emissions and exacerbate existing
resource adequacy issues. A finding that electrification is in the public
interest would be vague and overbroad, and the record in this proceeding
does not contain any criteria the Commission could apply to make such a
finding.4

Because there is no basis for finding that electrification is in the public
interest, consequently, there is also no basis for the Commission to order
NW Natural to change its depreciation methodology. Moreover, there is no

" NW Natural/1700, Rush-Kravitz/24; NW Natural/3400, Rush-Kravitz/60.

2 NW Natural/3000, Spanos-Wilson-Kravitz/27-29; NW Natural/3600, Spanos-Wilson-Kravitz/7-8.
3 See NW Natural/1700, Rush-Kravitz/20-59; NW Natural/3400, Rush-Kravitz/59-67.

4 NW Natural/1700, Rush-Kravitz/21; NW Natural/3400, Rush-Kravitz/60.
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evidence of electrification occurring on NW Natural’s system in meaningful
amounts; on the contrary, the record demonstrates that NW Natural is
experiencing net growth on its system.® Therefore, there is no need for the
Company to depart from its current group depreciation methodology.

As explained in the testimony of John Spanos, Brody Wilson, and
Zachary Kravitz, group depreciation is the accepted best practice for electric
and natural gas utilities across the country, including in Oregon.® Group
depreciation is commonly used by utilities because they have many different
types of assets, and group depreciation provides a method for capturing
numerous assets with differing values that are otherwise impractical and
difficult to track separately.” Using group depreciation does not create an
exemption from the used and useful standard.® Rather, the group
depreciation method assumes that every asset in the group account is fully
depreciated at its retirement based on calculations supporting the
development of the survivor curve for the group, which takes into account
each possible cause of retirement for all asset types within an account as
well as all depreciation components, including accumulated depreciation
and end-of life costs.? This is the purpose of depreciation studies that
utilities file and require approval of at the Commission.™ In addition, it is
impractical to individually track myriad utility assets, and group depreciation
smooths out any under- or over-depreciation in a large group of assets.™ It
is inappropriate to depart from group depreciation in favor of a burdensome
methodology that would contravene accounting guidance, reduce overall
accuracy, and increase costs to the utility and its customers without any
commensurate benefit to customers. 12

Analysis of Non-Pipeline Alternatives

a. 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
(“TENSs”), to investments in distribution infrastructure?

NW Natural’s Position: No. The Commission lacks legal authority to
require NW Natural, a gas-only utility, to analyze non-pipeline alternatives
that would require it to seek to cease providing natural gas service to certain
customers.'® Additionally, even if the Commission had such legal authority,
there are compelling policy reasons why the Commission should decline to
do so. Specifically, analyzing TENs and targeted electrification as non-

5 NW Natural/3000, Spanos-Wilson-Kravitz/28.

& NW Natural/3600, Spanos-Wilson-Kravitz/13.

” NW Natural/3000, Spanos-Wilson-Kravitz/3-5, 13-14; NW Natural/3600, Spanos-Wilson-Kravitz/13.

8 NW Natural/3600, Spanos-Wilson-Kravitz/8-11.

® NW Natural/3600, Spanos-Wilson-Kravitz/9-10.

© See NW Natural/3600, Spanos-Wilson-Kravitz/15.

" See, e.g., NW Natural/3000, Spanos-Wilson-Kravitz/3-4.

12 See, e.g., NW Natural/3000, Spanos-Wilson-Kravitz/4-5, 8-9; NW Natural/3600, Spanos-Wilson-Kravitz/13.
3 NW Natural/1700, Rush-Kravitz/24-30; NW Natural/3400, Rush-Kravitz/17-23.
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pipeline alternatives is not warranted because electrification of natural gas
customers would inhibit affordability, resource adequacy, and emissions
reductions.

Electrification would inhibit energy affordability because for most
customers, the volumetric rate for electric service is significantly higher than
the volumetric rate for gas service, and TENs are currently much more
costly than gas service.'* Electrification would pose resource adequacy
challenges by adding additional load to the electric grid during the winter
heating season where electric capacity is already limited and thermal
generation is needed to meet demand.'® Electrification also would likely
undermine Oregon’s policy goal of emissions reductions, because Oregon’s
electric sector’s emissions are twice as much as those from direct use of
natural gas, and non-emitting generation during the winter heating season
is scarce. 6

In addition to inhibiting Oregon’s energy policy goals, the non-
pipeline alternatives proposals raised in this proceeding could cause
stranded assets by forcing the early decommissioning of assets, and they
presuppose, without evidence, a diminished role for the natural gas system
in Oregon’s future resource mix."” NW Natural continues to support and
study non-pipeline alternatives that involve providing natural gas to
customers more efficiently or using demand response measures.'®

3. Electrification and TEN Pilots

a. 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?

NW Natural’s Position: No. The Commission lacks legal authority to
require NW Natural, a gas-only utility, to initiate pilot programs that would
require it to seek to cease providing natural gas service to certain
customers.'® Additionally, even if the Commission had such legal authority,
the Commission should decline to do so for the same policy reasons
discussed above in response to Issue 2.

4 NW Natural/3400, Rush-Kravitz/25-26, 36-37, 39-40.

5 NW Natural/3400, Rush-Kravitz/55-57.

16 See, e.g., NW Natural/3400, Rush-Kravitz/58, 63.

7 NW Natural/1700, Rush-Kravitz/30-59; NW Natural/3400, Rush-Kravitz/24-59.
8 NW Natural/1700, Rush-Kravitz/25-26.

9 NW Natural/1700, Rush-Kravitz/24-30; NW Natural/3400, Rush-Kravitz/17-23.
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4, Oregon Low-Income Energy Efficiency (“OLIEE”) Program Funds for
Electric Heat Pumps

a. 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?

NW Natural’s Position: No. The Commission cannot and should not
modify the OLIEE program to add heat pumps as qualifying measures for
OLIEE funding. First, the Commission lacks the legal authority to do so,
because the Commission may not order NW Natural to seek to reduce the
number of customers it serves or to utilize NW Natural customer funds in a
way that would harm existing customers.?® Even if the Commission had the
legal authority, the Commission should reject the Coalition’s proposal
because installing heat pumps could increase low-income customers’
energy burden, and funding for high-efficiency gas furnaces is much more
limited than funding for heat pumps.?! In addition, using OLIEE funds for
heat pumps would exacerbate existing resource adequacy concerns and
would not further Oregon’s emissions reduction goals.?> Moreover,
modifying the OLIEE program in this way is unwarranted and unnecessary
because customers already have the option of electrifying and of accessing
other sources of funding for heat pumps, and because current OLIEE
customers have not expressed a demand for heat pumps.??

Respectfully submitted this 15" day of July 2025.

McDoWwELL RACKNER GIBSON PC

M/PW

Jbéelyn C. Pease

Jordan R. Schoonover

McDowell Rackner Gibson PC

419 SW 11th Avenue, Suite 400

Portland, OR 97205

Telephone: (503) 595-3922

Email: jocelyn@mrg-law.com
jordan@mrg-law.com
dockets@mrg-law.com

Attorneys for Northwest Natural Gas
Company dba NW Natural

20 NW Natural/1800, Tanaka/18, 22; NW Natural/1700, Rush-Kravitz/24-25.

2" NW Natural/1800, Tanaka/20-24; NW Natural/3500, Tanaka/5-8.

22 NW Natural/1800, Tanaka/23.

23 NW Natural/1800, Tanaka/18-22; NW Natural/3400, Rush-Kravitz/23; NW Natural/3500, Tanaka/5-8.
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