BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON
UG 520
In the Matter of
ALLIANCE OF WESTERN
NORTHWEST NATURAL GAS COMPANY, ENERGY CONSUMERS’
d/b/a NW Natural, OPENING BRIEF

Request for a General Rate Revision.

L INTRODUCTION

Pursuant to the procedural schedule adopted by the Public Utility Commission of Oregon
(“Commission”) on February 14, 2025, Alliance of Western Energy Consumers (“AWEC”)
submits this Opening Brief. Northwest Natural Gas Company (“NW Natural” or “the Company)
filed this rate case on December 30, 2024, proposing a $59.4 million revenue requirement
increase. If approved, the Company’s proposal would have resulted in a 5.79 percent increase to
current customer rates, or a 9.45 percent margin increase.! Since NW Natural’s initial filing,
AWEC and the other parties to this docket, NW Natural, the Oregon Citizen’s Utility Board
(“CUB”), Commission Staff (“Staff””), and Climate Solutions, Coalition of Communities of
Color, Verde, Sierra Club, and Oregon Environmental Council (collectively, the “Coalition”)
have engaged in discovery, filed several rounds of testimony, and participated in multiple
settlement conferences. As a result of these efforts, the parties have resolved almost all the issues
in this proceeding, as reflected in the First Partial Multi-Party Stipulation (“First Stipulation”™)

and Second Partial All-Party Stipulation (“Second Stipulation™).? AWEC requests that the

' NW Natural/1603, Wyman/I.
2 AWEC did not join the Third Partial Multi-Party Stipulation filed on August 5, 2025, but does not oppose it.
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Commission approve both stipulations because they are in the public interest and result in rates

that are fair, just, and reasonable.
The remaining unresolved issues in this case are proposals from CUB and the Coalition.

The limited contested issues remaining, reflected in the Joint Issues list filed July 14, 2025,

include:

* 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?

» 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?

* 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?

*  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 OLIEFE funds to replace red-tagged and non-functioning

furnaces with electric heat pumps?
IL. EXECUTIVE SUMMARY
The parties in this proceeding have worked collaboratively to address NW Natural’s
request to increase Oregon jurisdictional revenues and to aid the Commission in establishing
rates and terms and conditions of service for NW Natural that are fair, just, and reasonable.
While the settling parties have resolved most of the issues in this proceeding through stipulation,

a limited number of issues remain in dispute. As explained more fully below, AWEC
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respectfully requests that the Commission:

e Approve the First Stipulation that reduced NW Natural’s filed case from $59.3 million
to $21.315 million, established a return on equity at 9.5 percent, set the overall rate of

return at 7.120 percent, and settled all revenue requirement issues;
e Approve the Second Stipulation that settled rate spread and rate design issues; and

e Reject CUB and the Coalition’s proposals, including their proposals to: 1) find that
electrification is in the public interest, and 2) require NW Natural to make investments

in electrification research and development.
III. ARGUMENT

A. The Commission Should Adopt the First Stipulation and the Second Stipulation.

AWEC supports the First Stipulation and the Second Stipulation and recommends that
the Commission approve both stipulations in their entirety. The First Stipulation, filed on June
23, 2025, was a result of extensive settlement discussions and resolved all revenue requirement
issues in the proceeding.? In testimony, AWEC raised concerns regarding NW Natural’s
proposed cost of capital, capital structure, rate base methodology, capital projects and spending,
and various operating expense items. AWEC recommended a return on equity (ROE) of 9.2
percent and a capital structure aligned with NW Natural’s provisional year-end 2024 capital
structure.* The First Stipulation reflects a reasoned compromise among the parties, reducing the
revenue requirement by more than $37 million, settling on a 9.5 percent ROE and a 50/50 capital
structure, resulting in an overall rate of return of 7.120 percent.” AWEC supports this
compromise as reasonable and consistent with Commission precedent.

AWEC also advocated for a capital attestation process for projects with an Oregon-

3 See In the Matter of Northwest Natural Gas Company, dba Northwest Natural, Request for a General Rate
Revision, Docket No. UG 520, First Partial Multi-Party Stipulation (June 23, 2025).

4 AWEC/100, Mullins/1:18-2:4.

5 First Partial Multi-Party Stipulation at 3.
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allocated portion of over $1 million to align with Commission precedent established in UE 435.°
The First Stipulation incorporates this recommendation, requiring NW Natural to file officer
attestations on or before October 3 and October 23, 2025, identifying any projects forecast to
cost over $1 million that will not be completed by October 30, 2025, for removal from rates.’
AWEC supports this provision as it ensures compliance with the “used and useful” standard.®

The Second Stipulation was executed on July 3, 2025, after the parties filed cross-
answering and rebuttal testimony and engaged in multiple settlement conferences.’ Unlike the
First Stipulation, the Second Stipulation was joined by all parties. It resolved nearly all the
remaining issues in this docket, including rate spread and rate design, the treatment of
interruptible customer rate schedules, Rate Schedule 27 dry-out rates, and heating degree day
(HDD) set points. '

AWEC expressed concerns in its testimony regarding the treatment of interruptible
customers in NW Natural’s Long-Run Incremental Cost (LRIC) studies.!! AWEC testified that
interruptible customers should be assigned no design day demand and should receive a credit
equal to 100 percent of their peak demand contribution, rather than the 50 percent imputation
used by NW Natural.'? AWEC also opposed Staff’s proposal to treat interruptible customers as
90 percent firm, which Staff acknowledged is “imperfect” and “imprecise.”!® While the Second
Stipulation does not resolve AWEC’s concerns with LRIC modeling in this docket, it requires

NW Natural to conduct a cost-of-service study for interruptible rate schedules prior to its next

¢ AWEC/100, Mullins/26:14-27:12.

7 First Partial Multi-Party Stipulation at 4-5.

8 ORS 757.355.

9 See In the Matter of Northwest Natural Gas Company, dba Northwest Natural, Request for a General Rate
Revision, Docket No. UG 520, Second Partial All-Party Stipulation (July 3, 2025).

10 14,

11" See AWEC/100, Mullins/76-79; AWEC/200, Mullins/3-18.

12 AWEC/100, Mullins/77.

13 Staff/1600, Farrell-Falconer/12:4.
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general rate case.'* The study will evaluate the system impacts of providing service to
interruptible customers, and NW Natural will hold one or more workshops to discuss the
methodology.!> AWEC supports this provision as a step toward resolving this critical issue for
interruptible customers in future proceedings.

The Second Stipulation adopts a rate spread methodology that uses caps and floors for
customers depending on their relative parity ratios, similar to AWEC’s recommendation.'® Even
though the final rate spread does not fully eliminate the subsidy favoring residential customers to
the detriment of large volume customers, it avoids exacerbating the disparity and reflects a
reasonable compromise in this proceeding based on the revenue requirement provided in the
First Stipulation. AWEC supports the Second Stipulation’s rate spread as a fair and reasonable
allocation of the settled revenue requirement.

While the Second Stipulation does not resolve all of the issues AWEC identified in its
Opening Testimony and Rebuttal and Cross-Answering Testimony, it addresses key concerns
related to the treatment of interruptible customers and rate spread, which were significant
considerations in AWEC’s decision to join the Second Stipulation.

In summary, AWEC supports the First and Second Stipulations. AWEC recommends that
the Commission find both to be in the public interest because they result in rates that are fair, just
and reasonable.

B. The Commission Should Reject Proposals Related to Electrification and Non-
Pipeline Alternatives.

CUB and the Coalition have proposed policies that would require NW Natural to

subsidize electrification efforts, including the creation of regulatory assets for plant retired

14 Second Partial All-Party Stipulation at p. 3.
5 Id.
16 Second Partial All-Party Stipulation at Attachments 1-3.
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due to electrification, mandatory analysis of non-pipeline alternatives, and a requirement to
implement thermal energy network (TENs) pilots. AWEC opposes these costly proposals
and urges the Commission to reject them.

i. Regulatory Asset Treatment for Plant Retired Due to Electrification

CUB has asked the Commission to find that electrification is in the public interest, and
accordingly to direct NW Natural to remove plant retired due to electrification from its
depreciation accounts and place it in a regulatory asset earning interest at the time value of
money.!” AWEC opposes this proposal for several reasons.

Electrification is a complicated and policy-driven issue, but in this case the issue is
simple. The issue is whether there is sufficient evidence, in this proceeding, to find that
widespread electrification is in the public interest. The answer is clearly no.

First, the question is imprecise and incomplete because it fails to consider the source and
greenhouse gas emissions of the electricity that would replace natural gas. This type of analysis
cannot be performed in this docket, which only concerns the natural gas rates of NW Natural and
not the emissions of the electric supply of the various electric utilities also providing services to
NW Natural’s customers. For example, if electrification (directly or indirectly) resulted in
increased electricity generation from coal plants, one would expect that the Commission would
likely not conclude that electrification is in the public interest. Without knowing the source of the
corresponding electricity and evaluating the indirect effects and emissions of the electricity, it is
not possible to conclude (at least from an environmental perspective) that electrification is in the
public interest. And, because Intervenors do not have access to the records in the dockets of the

various electricity suppliers serving NW Natural’s service territory, it is not possible within this

17 See CUB/100, Jenks/22:1-24:20; CUB/200, Jenks/22:3-14.
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proceeding to form any conclusions as to whether electrification is in the public interest. While
coal is being phased out in Oregon, the generation mix of Oregon’s electric investor-owned
utilities still includes a significant percentage of fossil fuels, including natural gas-fired
generation and unspecified market purchases. Accordingly, there are legitimate questions about
whether there is any environmental benefit to switching to electric service because, for example,
the electric utility may need to burn more natural gas to generate electricity or purchase brown
power on the market to serve the additional load. The direct use of natural gas is much more
efficient than using natural gas to create electricity.'® Oregon’s consumer-owned utilities, on the
other hand, have a statutory preference giving them access to Tier 1 power from Bonneville
Power Administration’s (“BPA”) hydroelectric system up to a High Water Mark (HWM).!° But
BPA’s capacity is fully subscribed, meaning that the additional load above the HWM must be
purchased from either non-Federal resources or from BPA at rates reflecting BPA’s marginal
cost of acquiring the additional power, or through a mix of BPA Tier 2 priced power and non-
Federal resources, which may include some fossil fuel generation.?° Thus, these are complicated
issues that cannot be meaningfully addressed or resolved within the context of this docket.
Second, CUB has offered no credible or quantifiable evidence of a widespread departure
from Oregon’s gas system that would justify such a policy shift. In its Opening Testimony, CUB
offered the following support for its proposal: “Anecdotal evidence (i.e., I know people who

have electrified their home and discontinued gas service) suggests electrification is happening,

18 See In the Matter of NW Natural 2022 Integrated Resource Plan (IRP), Docket No. LC 79, AWEC’s
Supplemental Comments (March 8, 2023) (discussing efficiency of consuming natural gas on site as compared to
the losses and inefficiencies of coal-fired generation or emissions from heat pump installation). See also U.S.
ENERGY INFORMATION ADMINISTRATION, More than 60% of energy used for electricity generation is lost in
conversion, (July 21, 2020), available at https://www.eia.gov/todayinenergy/detail.php?id=44436.

1916 U.S.C. § 839c¢(b); see also BPA Tiered Rate Methodology, Fact Sheet September 2020, found at:
https://www.bpa.gov/-/media/Aep/about/publications/fact-sheets/fs-202009-Tiered-Rate-Methodology.pdf

20 BPA 2024 Pacific Northwest Loads and Resources Study (August 2024), p. 13 fn. 6, found at
“https://www.bpa.gov/-/media/Aep/power/white-book/2024-white-book.pdf.
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though at a level that is less than new customer growth.”?! After NW Natural asked CUB to
clarify and provide support for its position, CUB reiterated in its most recent filing that “[s]Jome
people already have stopped using methane in their homes. More will make that change this
year. And that will continue into the future.”??

This is not evidence of a systematic shift. As NW Natural has testified, its residential
customer base is continuing to grow at a rate slightly exceeding that of PGE, the state’s largest
electric utility.?® It is inappropriate to rely on isolated anecdotes or mere policy aspirations as a
basis for modifying the Commission’s established cost recovery framework.

CUB has failed to establish that electrification is in the public interest as required by ORS
757.140(2)(b). A finding that an asset is retired “in the public interest” is a fact-based
determination that must be supported by evidence in the record, not inferred from
unsubstantiated claims. CUB has offered no evidence, analysis, modeling, or data to support a
finding that electrification-related retirements of natural gas infrastructure would produce net
benefits to customers. Again, electrification is a complicated issue and the record in this case
does not support such a finding.

Additionally, the proposal is incomplete and may have unintended cost shifts onto NW
Natural’s existing customers. CUB has failed to provide any analysis of the financial impact of
the proposal on customers who remain on the system and would bear the costs of the regulatory
asset. This issue would be better addressed in a separate docket to allow for participation of all

affected stakeholders and the development of a full evidentiary record.

For these reasons, the Commission should reject this proposal.

21 CUB/100, Jenks/22:17-20.

22 In the Matter of Northwest Natural Gas Company, dba Northwest Natural, Request for a General Rate Revision,
Docket No. UG 520, CUB’s Position Statement (July 15, 2025) at p. 4.

23 NW Natural/3400, Rush-Kravitz/61:3-62:4.
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ii. Mandatory Analysis of Non-Pipeline Alternatives for Capital Investment

The Coalition has proposed that the Commission require NW Natural to analyze non-
pipeline alternatives, such as targeted electrification and TENSs, as a condition for capital
investment recovery in future rate case proceedings.”* AWEC opposes this proposal. NW
Natural has the obligation to provide safe and reliable service and must be able to invest in and
secure its system.?> NW Natural should not be required to perform a complicated analysis of
electrification or TENs every time it needs to replace a pipe or provide service to a new
development.

NW Natural is a gas-only utility with the core responsibility of providing safe and
reliable gas service. Requiring the Company to analyze alternatives beyond its statutory service
obligations and technical expertise, such as TENS, is inappropriate, particularly in light of the
concerns NW Natural raised in its Sur-Reply Testimony regarding the unclear scope of the
Commission’s authority in this context.?® These alternatives are costly, novel in NW Natural’s
context, and would require the creation of an entirely new regulatory framework. Further, as
demonstrated above, electrification is a complicated issue and there is no guarantee that
electrification will result in a reduction of greenhouse gas emissions. Further, requiring a natural
gas utility to study electrification as a condition for capital investment is not feasible or
reasonable. Accordingly, the Commission should not approve this proposal.

iii. Electrification and TEN Pilots

The Coalition has further proposed that NW Natural be required to develop at least one

targeted electrification pilot and one TENS pilot that would allow the Company to decommission

24 Coalition Intervenors/200, Moore/24:12-26-14.

25 See ORS 757.020(1) (providing that every public utility is “required to furnish adequate and safe service,
equipment and facilities”).

26 NW Natural/3400, Rush-Kravitz/17:14-23:2.
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or avoid gas infrastructure.?” AWEC opposes this proposal for the same reasons stated above.
As NW Natural has testified, TENs are not part of the Company’s authorized service, and
there is no evidence that implementing a pilot to decommission natural gas infrastructure is in

t.28 Moreover, legislation aimed at establishing a TENSs pilot was recently

the public interes
introduced in the Oregon legislature but did not pass.?’ These proposals are premature, costly,
and fall outside the scope of NW Natural’s current utility obligations. For those reasons, the
Commission should reject this proposal.

The electrification proposal similarly fails. NW Natural does not provide electric service
and should not be required to develop an electrification pilot. Until the electric investor-owned
utilities are meeting HB 2021 decarbonization targets, such a proposal is misplaced and
premature.

iv. OLIEE Program Modifications

The Coalition has proposed that NW Natural revise Schedule 320 to allow eligible
households to use Oregon Low-Income Energy Efficiency (“OLIEE”) program funds to replace
red-tagged or nonfunctioning gas furnaces with electric heat pumps.*° In its Rebuttal Testimony,
NW Natural expressed concerns with the proposal, noting that OLIEE is a targeted energy
efficiency program not intended to support electrification, and that the Coalition has not
introduced evidence of a demand or need for the proposal.?! Staff too opposed the proposal,

expressing concerns that “for some customers, heat pumps create increases in electricity bills that

are higher than the customer’s current bills for natural gas. For many homes, natural gas heating

27 Coalition Intervenors/200, Moore/Page 29:16-30-8.

28 NW Natural/3400, Rush-Kravitz/25-26, 36-37, 39-40.
2 NW Natural/1700, Rush-Kravitz/26.

30" Coalition Intervenors/300, Apter-Prihoda/Page 6:11-14.
31 NW Natural/3500, Tanaka Page 5:6-6-16.
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is cheaper given that natural gas is often a cheaper commodity per therm.”3?

AWEC, like Staff and NW Natural, opposes this proposal. OLIEE funds are intended to
support improvements to natural gas service—not to subsidize electrification. Natural gas
customers already have access to other programs designed to support fuel switching.>* Moreover,
because Oregon’s electric system relies on natural gas-fired generation, policies that promote
electrification at the expense of existing gas customers may directly conflict with Oregon’s
climate goals. That is, electrification may reduce greenhouse gas emissions from the gas system,
but at the same time, greenhouse gas emissions will increase on the electric side with increased
gas-fired generation. This issue would be more appropriately addressed in a general docket
where all stakeholders can participate, and accordingly, AWEC urges the Commission to reject
this proposal.

IV. CONCLUSION

AWEC urges the Commission to approve both the First Stipulation and the Second
Stipulation because they result in rates that are fair, just, and reasonable. AWEC also requests
that the Commission decline to approve CUB and the Coalition’s proposals, as they are not in the

public interest, and not supported by the evidence in this proceeding.

32 Staff/2000, Ayres-Lockwood-Scala/14.

33 Through a $197 million U.S. Environmental Protection Agency Climate Pollution Reduction Grant, the Oregon
Department of Energy (ODOE) offers several programs and incentives to promote electrification. These include the
Oregon Heat Pump Purchase Program and Oregon Rental Home Heat Pump Program. Additionally, the adoption of
SB 1536 in 2022 allocated $10 million to ODOE to provide financial assistance for the purchase and installation of
heat pumps in owner-occupied homes. Further there are other electric incentives that can be found at Oregon
Department of Energy, Incentives (last visited Aug. 5, 2025), available at
https://www.oregon.gov/energy/Incentives/Pages/default.aspx.
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Dated this 8th day of August 2025.

Respectfully submitted,

CABLE HUSTON, LLP

Chad M. Stokes, OSB No. 004007
Elise N. Koepke, OSB No. 244067
Cable Huston LLP

1455 SW Broadway, Suite 1500
Portland, OR 97201-3412
cstokes@cablehuston.com
ekoepke@cablehuston.com

(503) 224-3092

Attorneys for Alliance of Western Energy
Consumers
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