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June 23, 2025

VIA E-MAIL TO

Public Utility Commission of Oregon
Filing Center

201 High Street SE, Suite 100
Salem, Oregon 97301-3398

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 the First Partial Multi-Party
Stipulation Regarding Revenue Requirement.

Please contact this office with any questions.

Sincerely,

b e N

Michael Highfill
Paralegal
McDowell Rackner Gibson PC

main: 503 595 3922 | fax: 503 595 3928 | www.mrg-law.com
419 SW 11" Ave, Suite 400 | Portland, Oregon 97205-2605
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BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON
UG 520
In the Matter of
NORTHWEST NATURAL GAS FIRST PARTIAL MULTI-PARTY
COMPANY, dba NW Natural, STIPULATION REGARDING

REVENUE REQUIREMENT
Application for a General Rate Revision.

.  INTRODUCTION

The purpose of this First Partial Stipulation (“First Stipulation”) is to resolve certain
issues, including revenue requirement, among Northwest Natural Gas Company d/b/a
NW Natural (“NW Natural” or the “Company”), Staff of the Public Utility Commission of
Oregon (“Staff’), the Oregon Citizens’ Utility Board (“CUB”), and the Alliance of Western
Energy Consumers (“AWEC”) (collectively, the “Stipulating Parties”) in Docket UG 520.
The Stipulating Parties support all terms in this First Stipulation. Climate Solutions,
Coalition of Communities of Color, Verde, Sierra Club, and Oregon Environmental
Council (collectively, the “Coalition”) is also a party to this docket and does not join the
First Stipulation, but the Stipulating Parties are authorized to represent that the Coalition
does not oppose the First Stipulation.

The Stipulating Parties expect that this First Stipulation will address all issues
among the Stipulating Parties and/or the Coalition, except for those that are listed in
Paragraph 3 of this First Stipulation that will continue to be litigated in this docket or,
pending additional settlement discussions, may be incorporated into a separate stipulated

agreement entered into at a later date.
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. BACKGROUND

On December 30, 2024, NW Natural filed a request for a general rate increase (the
“Initial Filing”). The Company’s Initial Filing requested a revision to customer rates that
would increase the Company’s annual Oregon jurisdictional revenues by $59.4 million,
which would have resulted in an approximate 5.79 percent increase to current customer
rates.

On February 14, 2025, ALJ Spruce issued a Memorandum detailing the procedural
schedule for this proceeding. In accordance with the procedural schedule, Staff and
intervenors filed their Opening Testimony on April 2, 2025, and the parties convened for
settlement discussions on April 22, 2025. NW Natural filed its Reply Testimony on May
21, 2025, and the parties convened a settlement conference on June 11, 2025, with
settlement discussions ongoing through June 17, 2025. The parties held an additional
settlement conference on June 17, 2025. As a result of the settlement discussions, the
Stipulating Parties reached a partial settlement resolving all issues in this proceeding,
except for those issues that are specifically excluded from the scope of this First
Stipulation under Paragraph 3, which will continue to be litigated. This First Stipulation
memorializes the Stipulating Parties’ agreements.

lll. TERMS OF AGREEMENT

The Stipulating Parties agree to the following:

1. Revenue Requirement. The Stipulating Parties agree that the total increase

to NW Natural’'s annual Oregon revenue requirement is $21.315 million. The
$21.315 million annual revenue requirement increase in this proceeding is based on the
Stipulating Parties’ agreement that the Company’s requested Oregon-allocated increase

to annual revenue requirement shall be reduced by a total of $37.991 million from the
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May 21, 2025, Reply Testimony update of $59.3 million. The Stipulating Parties agree
that this First Stipulation represents a comprehensive resolution of issues related to
revenue requirement in this proceeding. The revenue requirement includes the following
adjustments:

a. Cost of Capital/Capital Structure. The Stipulating Parties agree to a

Rate of Return of 7.120 percent, which is based on a 50 percent common equity
and 50 percent long-term debt capital structure, with a Return on Equity (“ROE”)
of 9.50 percent and a cost of long-term debt of 4.740 percent. This Cost of Capital

results in a reduction to revenue requirement of $18.171 million.
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Agreed Upon Cost of Capital

Capital Component Weighted
Component Structure Cost Cost
Cost of Long-Term (LT) Debt 50% 4.740% 2.370%
Return on Common Equity (ROE) 50% 9.50% 4.750%
Rate of Return 7.120%
b. Cash Working Capital. A reduction to revenue requirement of
$49 thousand.
C. Land Purchase Associated with The Dalles Resource Center. A

reduction to rate base of $996 thousand. This adjustment results in a reduction to

revenue requirement of $90 thousand.

d. Membership and Dues Expense. A reduction to revenue requirement

of $350 thousand.
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e. Meals and Entertainment Expense. A reduction to revenue

requirement of $68 thousand.

f. D&O Insurance Expense. A reduction to revenue requirement of
$312 thousand.
g. Wages and Salaries, FTE Adjustments, Incentives, Payroll Taxes,

Depreciation Expense. A reduction to rate base of $2.971 million, which results in

a reduction to revenue requirement of $270 thousand. A reduction to expense,
which results in a reduction to revenue requirement of $4.698 million. These
adjustments result in a combined reduction to revenue requirement of $4.968
million.

h. Advertising Expense. A reduction to revenue requirement of

$123 thousand.

i. Leasehold Improvements. A reduction to rate base of $49 thousand.

This adjustment results in a reduction to revenue requirement of $4 thousand.

j- Retirement of GC 500 Mist Compressor. A reduction to revenue

requirement of $1.378 million as further described in Paragraph 2.

k. Test Year Plant Additions and Other Miscellaneous Adjustments.

The Stipulating Parties did not reach agreement as to a Test Year rate base
calculation methodology, and, to resolve that issue and other contested issues
raised in the case, the Stipulating Parties have agreed to a black box reduction to
revenue requirement of $7.2 million.

l. Officer Attestation. The Stipulating Parties agree that NW Natural will

file officer attestations on or before October 3, 2025 and October 23, 2025,
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attesting to whether any projects forecast to cost over $1,000,000 and to be
completed by October 30, 2025, will be completed after that date. In the event
there are such projects, those projects will be removed from rates.

m. Rate Effective Date. The Stipulating Parties agree that the rate

effective date will be October 31, 2025.

n. Depreciation Rates. The Stipulating Parties agree to adjust the

Company’s depreciation rates subject to the resolution of the Company’s
depreciation study in Docket UM 2363." The reduction to revenue requirement is
expected to be $5.278 million.

2. Retirement of GC 500 Mist Compressor — Regulatory Asset. The Stipulating

Parties agree that $11.1 million, representing the net book value of the GC 500 Mist
Compressor, will be removed from the Company’s FERC Account 354, resulting in a
reduction to revenue requirement of $1.378 million (as identified in Paragraph 1.j.). The
net book value of the GC 500 will be placed in a regulatory asset and recovered over a
period of eight years through a separate base tariff schedule to be filed with the
Company’s compliance filing in this rate case. The Stipulating Parties agree to use a
4.499 percent interest rate for the regulatory asset. The amortization of the regulatory
asset is $1.683 million per year through a separate rate schedule.

3. Other Issues Not Covered by This First Stipulation. This First Stipulation

does not resolve the following issues raised by the Stipulating Parties and/or the Coalition,
and these issues will continue to be addressed in litigation or by separate stipulation:

a. Rate Spread (AWEC/100; Staff/1700);

' On June 13, 2025, the Company, Staff, and AWEC provided a status update in that docket notifying the
Commission of a comprehensive settlement in principle in that proceeding.
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b. Rate Schedule 27 (Coalition Intervenors/100);
C. Load Forecasting (Staff/1700);

d. Regulatory asset for plant retired due to electrification (CUB/100);

e. Analysis of non-pipeline alternatives (Coalition Intervenors/200);

f. Electrification and thermal energy network pilots (Coalition
Intervenors/200);

g. Research and Development Reporting (Coalition Intervenors/100);

h. Oregon Low-Income Energy Efficiency (OLIEE) program funds for
electric heat pumps (Coalition Intervenors/100); and
i. Low Income Home Energy Assistance Program (LIHEAP) funding

(CUB/100).

4. The Stipulating Parties agree that this First Stipulation is in the public
interest, and will result in rates that are fair, just and reasonable, consistent with the
standard in ORS 756.040.

5. This First Stipulation will be offered into the record as evidence pursuant to
OAR 860-001-0350(7). The Stipulating Parties agree to support this First Stipulation
throughout this proceeding and any appeal, provide witnesses to sponsor this First
Stipulation at hearing, and recommend that the Commission issue an order adopting this
First Stipulation. The Stipulating Parties also agree to cooperate in drafting and submitting
joint testimony or a brief in support of this First Stipulation in accordance with
OAR 860-001-0350(7).

6. If this First Stipulation is challenged, the Stipulating Parties agree that they

will continue to support the Commission’s adoption of the terms of this First Stipulation.
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The Stipulating Parties agree to cooperate in cross-examination and put on such a case
as they deem appropriate to respond fully to the issues presented, which may include
raising issues that are incorporated in the settlements embodied in this First Stipulation.

7. The Stipulating Parties have negotiated this First Stipulation as an
integrated document. If the Commission rejects all or any material portion of this First
Stipulation or imposes additional material conditions in approving this First Stipulation,
any of the Stipulating Parties are entitled to withdraw from this First Stipulation or exercise
any other rights provided in OAR 860-001-0350(9).

8. By entering into this First Stipulation, no Stipulating Party approves, admits,
or consents to the facts, principles, methods, or theories employed by any other
Stipulating Party in arriving at the terms of this First Stipulation, other than those
specifically identified in the body of this First Stipulation. No Stipulating Party shall be
deemed to have agreed that any provision of this First Stipulation is appropriate for
resolving issues in any other proceeding, except as specifically identified in this First
Stipulation.

9. The substantive terms of this First Stipulation are not enforceable by any
Stipulating Party unless and until adopted by the Commission in a final order. Each
Stipulating Party avers that it is signing this First Stipulation in good faith and that it intends
to abide by the terms of this First Stipulation unless and until this First Stipulation is
rejected or adopted only in part by the Commission. The Stipulating Parties agree that
the Commission has exclusive jurisdiction to enforce or modify this First Stipulation. If the

Commission rejects or modifies this First Stipulation, the Stipulating Parties reserve the
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right to seek reconsideration or rehearing of the Commission order under ORS 756.561
and OAR 860-001-0720 or to appeal the Commission order under ORS 756.610.

10.  This First Stipulation may be executed in counterparts and each signed
counterpart shall constitute an original document.

This First Stipulation is entered into by each Stipulating Party on the date entered
below such Stipulating Party’s signature.

Respectfully submitted this 23rd day of June 2025.

NORTHWEST NATURAL COMPANY, STAFF OF THE PUBLIC UTILITY

dba NW NATURAL COMMISSION OF OREGON
By: /s/Zachary Kravitz By: /s/ Stephanie Andrus
Date: June 23, 2025 Date: June 23, 2025

OREGON CITIZENS’ UTILITY BOARD ALLIANCE OF WESTERN ENERGY

CONSUMERS
By: /s/ Claire Valentine-Fossum By: /s/Chad Stokes
Date: June 23, 2025 Date: June 23, 2025
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