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BEFORE THE
PUBLIC UTILITY COMMISSION OF OREGON

UG 520
In the Matter of
NORTHWEST NATURAL GAS POSITION STATEMENT OF THE
COMPANY dba NW NATURAL, CITIZENS’ UTILITY BOARD
Request for a General Rate Revision.

Pursuant to Administrative Law Judge (“ALJ”) Spruce’s February 14,2025, Memorandum,
the Oregon Citizens’ Utility Board (CUB) submits its position statement on the remaining general
rate case issues in the above-captioned proceeding. While the issues addressed herein represent
CUB’s position in this proceeding thus far, CUB reserves the right to address other issues at the

forthcoming hearing, in briefing, and in oral argument.

1. Regulatory Asset for Plant Retired Due to Electrification

a. 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?
Yes. Generally, Oregon only allows a utility to recover from customers the costs that are
associated with assets that are used and useful in providing service to customers.! An exception to
this used and useful approach is when the Commission finds that an asset is retired in the public

interest pursuant to ORS 757.140.2 In this circumstance, the utility is made whole by being allowed

1 UG 520/CUB/100 Jenks/1.
2 Id.; see also id. at 16-17.
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to recover its original capital investment, along with an interest rate that represents the time value
of money, but the utility is not allowed to earn a higher rate on equity.>

CUB supports the current policy that generally limits recovery of retired property to
instances where the Commission finds that retirement is in the public interest and disallows the
application of the utility’s return on equity to the undepreciated investment.* CUB discussed this
policy, referred to as the Retired Asset Policy, and its application in testimony. In this proceeding,
CUB proposed applying this policy to the retirement of the Mist Compressor, the IT&S, and to
NWN’s plant retired due to electrification. With the remaining issue before the Commission being
the application of this policy to NWN’s plant retired due to electrification.

On this remaining issue, CUB is proposing the Commission direct NWN to begin taking
the necessary steps to address assets left behind as the Company’s customers electrify in order to
mitigate stranded costs from electrification.> The service pipe and meter, for example, serves a
single customer. If that customer discontinues gas service due to electrification, then the service
pipe and meter is no longer used and useful. It becomes a retired asset. In this case NWN is
proposing to reduce the depreciable lives of service pipes from 65 to 60 years. This means that
new service pipes will have amortization that lasts until 2085. Under NWN’s current application
of group deprecation, as households electrify and leave the system, the unamortized investment of
that service line will remain in the group depreciation account and be financed at the utility’s rate

of return by the customers who remain.® This becomes significant if electrification accelerates.’

3 UG 520/CUB/100 Jenks/2.
41d.
5 UG 520/CUB/100 Jenks/2.
b1d.
.
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Regarding ORS 757.140’s requirement that the Commission find the retirement due to
electrification to be in the public interest, as CUB discussed in testimony, reducing carbon is the
public policy adopted by Oregon and reflected in HB 2021, and the Climate Protection Program
(CPP) and likely future additional policies.® CUB accepts the scientific consensus here that climate
change is an existential threat and must be addressed by reducing the combustion of fossil fuels
like coal, oil and natural gas.® Similarly, CUB accepts the general scientific consensus that that
combusting methane inside homes contributes to climate change.!” Because electrification of
households will reduce carbon emissions of NWN’s system, CUB recommends that the
Commission find that assets that are retired due to electrification were retired 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 rate representing the time value of money, which CUB calculated as 4.496%."!

Applying CUB’s recommendations requires three key directives to NWN. First, the
Commission should require NWN to start tracking the beginning of service for each customer
address, so the undepreciated investment can be calculated.!? Second, for assets whose vintage
data NWN has not recorded, NWN should determine a mechanism to estimate the remaining
depreciation.'® Third, when customers leave the system and their service pipe (or other capital
assets) are no longer useful, NWN should move that the remaining undepreciated capital
investment directly associated with that customer, and only that customer, into a regulatory

account, so it can be recovered at the time value of money. !4

8 UG 520/CUB/100 Jenks/24; see also NW Natural/3405 Rush-Kravitz/Page 1.
® NW Natural/3404 Rush-Kravitz/Page 1.

0 71d.

1'UG 520/CUB/100 Jenks/3.

2 1d.

13 See UG 520/CUB/200 Jenks/25 — 27.

14 UG 520/CUB/100 Jenks/24.
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In discovery, NWN asked CUB to provide a precise date when people will stop using
natural gas — but that is not how markets transform from one technology to another, whether it be
electric vehicles replacing internal combustion engines, smart phones replacing land lines, or heat
pumps replacing gas furnaces and electric resistance heating.'> Some people already have stopped
using methane in their homes. More will make that change this year. And that will continue into
the future. ' CUB is recommending a least-regrets plan to address stranded costs from this
transformation, a plan that we designed to balance the interests of customers and the Company. It
is important to recognize that not finding the retirement of property due to electrification to be in
the public interest may limit NWN’s ability to recover its remaining capital investment in that
property. CUB’s request for a public interest finding is part of an attempt to provide balanced
ratemaking treatment for assets that are stranded due to electrification. Applying Oregon’s retired
asset policy to NWN’s retirement of assets due to electrification, as CUB recommends, will help
align the Company’s incentives with its customers’ interests — a system filled with stranded costs
will be harmful to both.!’

//
//
//
//
//
//

/!

15 NW Natural/3404 Rush-Kravitz/Page 1.
16 1d.
17UG 520/CUB/100 Jenks/24.
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2. 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 (“TENs”), to investments in
distribution infrastructure?

CUB did not provide testimony on these two issues in this proceeding, however, CUB has
previously supported adoption of an NPA policy for Avista. In UG 461, CUB was a signatory to a
settlement that required Avista to implement a framework to analyze NPAs starting January 1,
2024. There the parties agreed that Avista will perform an analysis for supply-side resources and
distribution system reinforcements and expansion projects that exceed a threshold of $1.0 million
for individual projects or for geographically related projects. The Commission accepted that
settlement in Order No. 23-384. This year in UE 519, CUB joined a settlement agreement to

expand and refine Avista’s existing NPA. '3

Electrification and TEN Pilots
b. 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?
CUB did not provide testimony on these two issues in this proceeding. In UE 519, Avista’s
general rate case, however, CUB proposed Avista undertake a Targeted Voluntary Electrification
(TVE) study and pilot to address Avista’s costly remediation of its gas pipeline system. The parties

to that case, including Avista, agreed to adopt a TVE study and pilot in settlement.'®

18 See UG519/Stipulating Parties/100 Dlouhy — Garbarino — Bonfield — Jenks — Mullins — Apter at 13.
19 See Stipulating Parties/100 Dlouhy — Garbarino — Bonfield — Jenks — Mullins — Apter at 12-13.
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At this stage, CUB believes a TEN study is more appropriate than a TEN pilot. NWN has
taken steps to pursue TENs in Washington.?® From this experience, NWN claims the costs of
pursuing TENs are uneconomic and would place stranded costs on customers but does not provide
supporting evidence for these claims.?! If NWN has financial and regulatory concerns with this
proposal, a study would be appropriate to evaluate those concerns rather than dismissing them

here.

3. 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?

CUB did not provide testimony on this issue in this proceeding. CUB has recognized,
however, that as part of household electrification customers are replacing their gas and electric
furnaces with electric heat pumps.?? Additionally, CUB has urged the Commission to change its
policy on fuel switching. For example, last year, CUB commented that ETO incentives should be
put towards the most efficient technology regardless of the energy source. In this comment, CUB
recognized that customers who have gas heat can use these ETO funds to upgrade from a window
AC unit to central air, but they cannot use the money towards heat pumps, which can provide both

cooling and heating and are more efficient. Once central air is installed, we cautioned, it may

20 NW Natural/3400 Rush-Kravitz/Page 39-40.
2 See id.
22 See NW Natural/3404 Rush-Kravitz/Page 1-2.
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preclude a customer from installing a more efficient heat pump.? If customers are contributing to

these programs, these programs should be designed around creating the most efficient space

heating and cooling.

Respectfully submitted this 15th day of July 2025.

/s/ Claire Valentine-Fossum

Claire Valentine-Fossum, OSB # 252894
Oregon Citizens’ Utility Board

610 SW Broadway, Ste. 400

Portland, OR 97205

T: 503.227.1984

E: claire@oregoncub.org

3 See ADV 1671, ADV 1678, ADV 1673, Oregon Citizens’ Utility Board’s Comments - rate changes
to ETO budget (Dec. 9, 2024).
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