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BEFORE THE
PUBLIC UTILITY COMMISSION OF OREGON
UG 520
In the Matter of

NORTHWEST NATURAL GAS STAFF OPENING BRIEF
COMPANY dba NW NATURAL,

Request for a General Rate Revision.

Most issues presented by Northwest Natural Gas Company’s (“NW Natural”) have been
resolved by stipulation. Staff’s Opening Brief is limited to the four issues not resolved by
agreement.

Issue 1. Requlatory 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?

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 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.”*

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 and intends to continue its

investigation of non-pipes alternatives to natural gas service in other pending general

1 CUB Position Statement at 3.
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investigation dockets. However, Staff does not believe the record in this rate case is sufficient to
support the very general and potentially far-reaching finding that “electrification is in the public
interest.” Accordingly, Staff recommends the Commission not accept CUB’s proposal regarding
retirement of customer-specific distribution assets when customers discontinue service.

In the Commission’s 2022 investigation into House Bill 2021 implementation issues the
Commission examined the “public interest” standard for approval of utilities” Clean Energy
Plans filed under HB 2021. The Commission noted that “HB 2021 requires us to acknowledge
CEPs if we find the CEP to be in the public interest and consistent with HB 2021's clean energy
targets” and that the bill provides a list of the public interest factors the Commission must
consider in determining whether a CEP is in the public interest as well as the discretion to
consider other relevant factors in making such a determination.”? The specifically enumerated
factors the Commission must consider include:

(1) Any reduction in greenhouse gas emissions that is expected through the plan, and any
related environmental or health benefits;

(2) The economic and technical feasibility of the plan;

(3) The effect of the plan on the reliability and resiliency of the electric system;

(4) Availability of federal incentives; and

(5) Costs and risks to the customers.®

While the Commission is not obligated to consider these factors in determining whether
electrification is in the public interest, Staff finds they are informative as to what the
Commission might consider the public interest means with respect to electrification. For
example, Staff believes it would be reasonable for the Commission find electrification is in the
public interest only after concluding that electrification is economically and technically feasible

and will not negatively impact the resilience of the electric system.

2 In the Matter of Oregon Public Utility Commission of Oregon Investigation House Bill 2021
Implementation Issues, UM 2273, Order No. 24-002 at 18 (January 25, 2024).

%1d., at 18-19.
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Notably, CUB does not appear to be seeking a determination that retiring certain gas
distribution utilities when customers have abandoned NWN’s system in favor of electric system
is in the public interest. Instead, CUB is seeking a general finding that electrification is in the
public interest. Staff believes an analysis into at least some of the factors listed above, or at least
factors addressing similar questions, is warranted before the Commission makes such a finding.

Further, putting aside the question of whether the record supports a general finding
regarding electrification, Staff is concerned with the premise of CUB’s proposal related to
depreciation of distribution assets. CUB’s proposal is predicated on the assumption every
residential customer that discontinues service from NW Natural is switching to electric service.
There is no evidence in the record to support this assumption. It is likely some, many, or even
most residential customers will discontinue natural gas service because they are moving, and the
new occupants of the residence will sign up for gas service. NW Natural provided statistical
evidence that its residential customer class is growing, not shrinking, which undercuts the
premise that more customers are abandoning gas service in favor electricity than signing up for
gas service.

In summary, Staff believes the record in this case does not support CUB’s proposal and
Staff recommends the Commission decline to adopt it.

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?

Although Staff agrees with the underlying premise that that targeted electrification and
TENs may be important elements in disciplined spending and emissions reduction Staff
disagrees it is appropriate to create a specific condition precedent for rate recovery of capital
investment. Using this general rate case to create a condition precedent for rate recovery in a

future docket is inconsistent with the Commission’s Integrated Resource Plan (IRP) Guidelines
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1 and precedent regarding review of the prudence of capital investment.
2 The Commission has been clear to note in previous dockets that it does not pre-judge
3 prudence of utility resource acquisitions, and that issues related to recovery of investment costs
4 are decided in rate proceedings. For example, in a 2017 order regarding PacifiCorp’s IRP, the
5 Commission noted:
6 In reviewing an IRP, we examine the resource activities in the Action Plan and
determine whether to acknowledge them based on the reasonableness of those
7 actions, given the information available at the time. Our decision to acknowledge
or not acknowledge an action item does not constitute ratemaking. The question
8 of whether a specific investment made by a utility in its planning process was
prudent will be fairly examined in the subsequent rate proceeding.
9 Acknowledgment, or non-acknowledgment, of an IRP is a relevant but not
exclusive consideration in our subsequent examination of whether the utility's
10 resource is prudent and should be recovered from customers.*
11  The Commission made similar observations in earlier orders, noting
12 As a legal matter the Commission must reserve judgment on all ratemaking
issues. Notwithstanding these legal requirements, we consider the integrated
13 resource planning process to complement the ratemaking process. In ratemaking
proceedings, in which the reasonableness of resource acquisitions is considered, the
14 Commission will give considerable weight to utility actions that are consistent with
acknowledged plans. A utility is expected to explain actions they take that are
15 inconsistent with Commission-acknowledged plans.®
16 The role of non-pipeline alternatives in NW Natural’s resource planning has been an issue
17 in NW Natural’s integrated resource and distribution system planning processes. In 2023, the
18 Commission adopted Staff’s recommendation to require NW Natural to include in future
19 distribution system *“a cost benefit analysis for non-pipe alternatives that reflects an avoided
20 GHG compliance cost element consistent with a high-cost estimate of future alternative fuels
21 prices.”® If NW Natural fails to conduct such an analysis, the failure would presumably be
22 " -
4 In the Matter of PacifiCorp, dba Pacific Power, 2017 Integrated Resource Plan, LC 67, Order No. 18-
03 138 at2 (April 27, 2018).
° See e.g., In the Matter of PacifiCorp, 2004 Integrated Resource Plan, LC 39, Order No. 06-029 (January
24 23, 2006); In the Matter of Portland General Electric Company, 2009 Integrated Resource Plan, LC 48,
Order No. 10-457 (November 23, 2010); In the Matter of the Investigation into Least-Cost Planning for
25  Resource Acquisition by WP NATURAL GAS, a division of THE WASHINGTON WATER POWER
" COMPANY, LC 18, Order No. 97-422 (October 31, 1997).
® In the Matter of Northwest Natural Gas Company, dba NW Natural, LC 79, Order No. 23-281 (August 2,
2023).
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considered by the Commission when reviewing the prudence of future investment in distribution
infrastructure.

In contrast, the Coalition’s recommendation that NW Natural’s future recovery of capital
investments should be conditioned on NW Natural first analyzing non-pipes alternatives is
inconsistent with the Commission’s precedent regarding the role of planning in rate making.
Furthermore, the recommendation would be difficult to implement, in that the Commission
would have to determine what analysis or investigation would be sufficient to satisfy the
condition precedent.

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 agrees that targeted electrification and TENSs 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.’

However, Staff does not believe this rate case is the appropriate venue for determining
what pilots the utility should offer in the future. NW Natural filed its 2025 IRP with the
Commission on August 1, 2025. Staff believes recommendations on pilot projects are
appropriately addressed in that docket rather than this rate case.

Issue 4. Oregon Low-Income Enerqgy 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?

7 Staff/1800, Scala/6.
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Staff recommends the Commission not take up this issue 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 8" day August, 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/15
% Staff/2000, Ayres — Lockwood — Scala/14-15.
10 See NW Natural/3800, Staff Responses to Coalition Data Request Nos. 1-4 (July 14, 2025).
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