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INTRODUCTION

Under the Climate Protection Program (“CPP”’), NW Natural has an obligation to reduce
its greenhouse gas (GHG) emissions 50% by 2035 and 90% by 2050. The Commission has
previously stated that NW Natural’s proposed compliance plan (in its Integrated Resource Plan)
does not adequately address the mandated GHG emissions cap. NW Natural is not currently
reducing its GHG emissions, nor has it presented a plan that the Commission has deemed
sufficient to show the capability of reducing emissions in a cost-effective manner. Rather than
address our narrow recommendations head on, NW Natural has repeatedly reverted to strawman
arguments, implying that, if the Commission agrees with the Coalition, it will be forcing NW
Natural to remove customers from the natural gas system and send the electric system into crisis.
Adopting the Coalition’s three recommendations will do no such thing.

First, the Coalition asks the Commission to require NW Natural to amend the language of
Schedule 320, which governs NW Natural’s Oregon Low-Income Energy Efficiency (“OLIEE”)
program, to give qualifying customers the choice to replace nonfunctioning and red-tagged
furnaces with an electric heat pump. In its current state, OLIEE only allows nonfunctioning and
red-tagged furnaces to be replaced with another furnace, locking low-income customers into a
fossil fuel-powered appliance for over a decade (potentially even 15-20 years). The Coalition’s
testimony shows that switching from a furnace to a heat pump can reduce emissions for all NW
Natural customers and impose lower costs for most customers in the near and long term.

At its core, though, this specific recommendation is about pursuing equity for NW
Natural’s lowest income customers, allowing those with fewer means to access climate-friendly
technologies that would otherwise be financially out of reach when they must upgrade their
home conditioning systems. Recognizing some of the concerns NW Natural and Staff have

raised about this recommendation, the Commission may instead accept a narrower offering than
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the Coalition’s full recommendation, such as limiting the recommendation to the twelve percent
of customers who are served by a non-IOU electric utility or allowing the CAP agencies that
administer OLIEE to have the final say on whether to allow customers to use funds for heat
pumps. The Coalition asks the Commission to exercise the legislatively granted authority under
HB 3409 and not accept the gas utility’s handwringing.

Second, the Commission should require NW Natural to evaluate non-pipeline
alternatives, including electrification, as a precondition for future recovery for investments in
distribution. The Commission’s authority, commensurate with that of the legislature, is never
stronger than when it is exercised to ensure customers receive adequate utility service at fair and
reasonable rates. The Coalition’s request is consistent with the Commission’s previous statement
in Order 23-281 that it may communicate near-term expectations for NW Natural to evaluate
electrification in non-pipeline analyses on the distribution system. Studying electrification as an
NPA can result in reduced emissions and mitigate the risk of stranded assets, resulting in higher
quality, more affordable utility service overall.

Finally, we ask the Commission to require NW Natural to propose at least one targeted
electrification pilot and one thermal energy network (“TEN”) pilot that would allow the
Company to decommission or avoid new gas infrastructure. The Commission’s authority as a
utility regulator with both economic and environmental mandates allow it to require NW Natural
to propose these suggested pilots. Studying and, if appropriate, implementing a targeted
electrification pilot and a TENSs pilot would offer the Company, Staff, and stakeholders the
opportunity to investigate the possibility of developing neighborhood-scale electrification, which

1s a more cost-effective method of reducing emissions than a piecemeal, scattershot approach.
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PROCEDURAL BACKGROUND

NW Natural filed this general rate case on December 30, 2024, initially requesting an
ROE increase to 10.4%, a 48/52 debt to equity ratio, and a $59.4 million increase to its revenue
requirement. The Coalition intervened in the case, and addressed in Opening Testimony that 1)
the Company should be required to analyze electrification as an NPA as a condition of cost
recovery for distribution infrastructure,' 2) NW Natural should propose two pilots, one on
targeted electrification and another on thermal energy networks,? 3) Schedule 320 should be
amended to give participants the option to replace nonfunctioning or red-tagged furnaces with a
heat pump,® 4) the Company should ensure than all CAP Agencies are able to administer the
Oregon Low-Income Gas Assistance (OLGA) program,* 5) the ROE should not be raised,> 6)
reductions should be made to the Category A budget and a 50/50 recovery ratio should be
adopted for spending on the Comfort Zone Newsletter,® 7) Schedule 27 should be eliminated,’ 8)
Memberships and Dues recovery should be reduced,® and 9) the Company should face a
reduction in revenue and engage in better reporting to account for its lack of transparency around
its Modern Hydrogen project.’

NW Natural replied to the Coalition’s recommendations in its Reply Testimony on May

21, 2025. After several rounds of settlement negotiations, NW Natural, Staff, AWEC, and CUB

! Coalition Intervenors/100, Apter-Prihoda/Page 11-24; Coalition Intervenors/200, Moore/Page
6-26.

2 Coalition Intervenors/100, Apter-Prihoda/Page 11-24; Coalition Intervenors/200, Moore/Page
26-30.

3 Coalition Intervenors/100, Apter-Prihoda/Page 24-37.

4 Id., at 37-38.

3 1d., at 38-42.

6 Id., at 42-55.

71d. at 55-69.

8 1d. at 69-78.

9 1Id., at 78-83.
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came to a stipulation on issues related to the Company’s revenue requirement, including
Category A communications and Memberships and Dues. The Coalition did not join the
agreement, but also does not object to it. The Coalition filed Rebuttal Testimony on June 24,
2025, generally maintaining its positions on the remaining issues. After additional settlement
discussions, all parties agreed to a second stipulation settling issues related to rate spread and rate
design, including the Schedule 27 issue the Coalition originally raised.!” The Company filed
Surrebuttal Testimony on July 9, 2025. The Parties waived cross-examination, and the
Evidentiary Hearing was cancelled. On August 5, NW Natural, CUB, Staff, and the Coalition
submitted the Third Partial Stipulation, agreeing to hydrogen and R&D reporting as well as
measures to buttress OLGA, particularly if LIHEAP funding is cut. The Coalition addresses
three remaining issues here: 1) changes to Schedule 320, 2) studying electrification as an NPA,
and 3) electrification and TENS pilots.

STANDARD OF REVIEW
“Utility regulation, including ratemaking, is a legislative function, and the legislature has
granted broad power to [the Commission] to perform its delegated function.”!! The Commission
must protect ratepayers from unfair rates and unreasonable exactions, by ensuring that utility
rates are fair, just, and reasonable.'? This standard requires the Commission to balance the
public’s need for adequate service at fair and reasonable rates, while providing adequate revenue

13 <

for the operating expenses and capital costs of the utility.'” “[R]atemaking involves discretionary

19UG 520, Second Partial Multi-Party Stipulation, (Jul. 3, 2025), available at
https://edocs.puc.state.or.us/efdocs/HAR/ug520har337931115.pdf.

' Pac. Nw. Bell Tel. Co. v. Katz, 116 Or App 302, 309-10 (1992).

12 Gearhart v. Pub. Util. Comm'n of Or., 356 Or 216, 235 (2014) (en banc); see ORS §
756.040(1) (directing the PUC to protect the public from “unjust and unreasonable” exactions);
ORS § 757.210(1)(a) (requiring the Commission to conduct a hearing and determine if the
proposed rate is “fair, just and reasonable”).

13 Gearhart, 356 Or at 235.
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decisions that the legislature largely has entrusted to the PUCJ,]” provided that the Commission’s
decision does not violate a statute or the Constitution.'*

NW NATURAL BEARS THE BURDEN OF PROOF

If a utility provider seeks to recover the revenue costs through rates, it is the utility
provider’s burden during the hearing to demonstrate that the proposed rate increase is fair, just,
and reasonable.!> The utility has both the burden of production to demonstrate rates are fair, and,
if a party produces evidence challenging the proposed increase, the utility must demonstrate by
the preponderance of evidence that the rate increase is just and reasonable.'® A party challenging
the continuation of a utility tariff has the burden of producing sufficient evidence to rebut the
reasonableness of utility’s continued use of that tariff.!” If the challenging party meets that
burden, the burden of production then shifts back to the party or parties who support the original
proposal.'®

ARGUMENT

I. THE COMMISSION SHOULD ALLOW QUALIFYING CUSTOMERS TO USE
OLIEE FUNDS TO REPLACE NONFUNCTIONING AND RED-TAGGED
FURNACES WITH HEAT PUMPS.

The Commission should require NW Natural to amend Schedule 320 to give customers

the option of using OLIEE funds to replace nonfunctioning and red-tagged'® furnaces with

14 1d.

IS ORS § 757.210(1)(a).

16 In the Matter of Portland General Electric Company Request for a General Rate Revision,
Docket No. UE 394, Order No. 22-129, at 4-5 (Apr. 25, 2022), available at
https://apps.puc.state.or.us/orders/20220rds/22-129.pdf.

'7 In the Matter of NORTHWEST NATURAL GAS COMPANY, dba NW NATURAL, Request for a
General Rate Revision, Docket No. UG 435, Order No. 22-338, at 52 (Oct. 24, 2022), available
at https://apps.puc.state.or.us/orders/2022o0rds/22-388.pdf.

18 1d.

19 The phrase “nonfunctioning or red-tagged” is used interchangeably with “dead or dangerous”
in testimony and this brief.
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electric heat pumps. NW Natural has not met its burden to rebut the Coalition’s evidence that
Schedule 320’s current design is unreasonable for three reasons. First, the Commission is well
within its authority to require this change in the OLIEE program as a part of its mandate to
obtain for customers and the general public adequate service at fair and reasonable rates.°
Second, allowing eligible customers to replace their nonfunctioning or red-tagged furnace with a
heat pump will reduce NW Natural’s emissions?! and avoid incremental expenditures that would
otherwise need to be made to comply with the Climate Protection Program (CPP). Furthermore,
switching from natural gas to a heat pump can reduce overall utility bills, particularly in houses
with relatively lower electricity rates or where a heat pump is also displacing the use of other
forms of air conditioning, providing financial relief for energy burdened low-income
customers.?? Finally, the added burden on CAP Agencies in administering OLIEE should be
minimal because the tasks associated with replacing a furnace with a heat pump is in most cases
substantially similar to the task of replacing a furnace with another furnace.

A. The Commission Has the Authority to Require NW Natural to Make the Coalition’s
Requested Change to Schedule 320.

The Commission’s authority to require NW Natural to modify Schedule 320 to allow
low-income customers to replace a nonfunctioning or red-tagged furnace with a heat pump stems
from its fundamental, legislatively mandated role to acquire for customers adequate service at
fair and reasonable rates.?® In the last half-decade, laws, regulations, and executive orders have
put climate change mitigation squarely within the purview of utility regulation and established

emission reductions as a component of adequate utility service. Even ignoring this climate-

20 Coalition Intervenors/100, Apter-Prihoda/Page 19-21.
2l Coalition Intervenors/300, Apter-Prihoda/Page 23.

22 Coalition Intervenors/301, Apter-Prihoda/Page 42.

2 ORS 756.040(1).
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conscious sphere of authority and responsibility, the Commission is able to grant the Coalition’s
request because it provides customers autonomy in their energy use without disrupting the
regulatory compact.

The Commission’s authority is proverbially broad, “commensurate with that of the
legislature itself,” and limited only by the boundaries of legislative discretion, as well as the
federal and state constitutions.?* In general, the Commission uses this power as the regulator of
utilities to protect “customers . . . from unjust or unreasonable exactions and practices and to
obtain for them adequate service at fair and reasonable rates.”?> And the Commission has an
increasing role as an environmental regulator, specifically in the context of climate change and
facilitating emissions reductions from regulated utilities.?® When regulating NW Natural, the
Commission must contend with its position as the overseer of gas utility compliance with the
CPP.

Even when operating within a climate-conscious framework, the Commission never
ignores its traditional role, to “obtain for [customers] adequate service at fair and reasonable
rates.”?” To be sure, balancing various priorities against its fundamental mandate to ensure
energy affordability is a core responsibility of the Commission. The Commission’s role as a
regulator has always extended beyond the purely economic as the Commission achieves for
customers energy that is not just affordable, but safe and reliable, too. That role “includes
holding utilities to high standards and guiding a transformation in utility services consistent with

Oregon's GHG emissions reductions goals.”?®

24 Pac. NW Bell Tel. Co. v. Sabin, 21 Or App 200, 213, 214 (1975).

25 ORS 756.040(1).

26 Coalition Intervenors/300, Apter-Prihoda/Page 10.

27 ORS 756.040(1).

28 Tina Kotek, “Letter to Public Utility Commission re: Governor’s Expectations for the Public
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This balancing act is engrained in the Commission’s originating statute. The Commission
is not merely tasked with regulating utilities to deliver the lowest cost service available, but
rather to obtain for customers, and the public generally, “adequate service at fair and reasonable
rates.”?? Central to the concept of adequate service are the other considerations that the
Commission balances against cost: reliability, safety, customer service, efficiency, and,
increasingly so, GHG emissions. Utility service that is cheap but unsafe and unreliable would be
inadequate, and the Commission would not allow NW Natural to fire its customer service
department in the name of reducing rates. Likewise, the Commission has a duty to consider the
environmental impacts of utility actions (or inactions) and balance methods of complying with
the State’s emission reduction laws against the cost to the utility and, ultimately, ratepayers.
Whether or not the Commission views itself solely as an “economic” regulator, embedded in its
role as a utility regulator is ensuring that those utilities under its watch meet certain service
criteria.

Emission reduction is now a component of adequate utility service. Included in the CPP
are explicit emissions reductions mandates directing NW Natural to achieve a 50% reduction in
GHG emissions by 2035 and a 90% reduction by 2050.3° The CPP has placed upon the
Commission additional duties and responsibilities beyond its traditional economic functions. For
example, the Commission no longer reviews gas utility Integrated Resource Plans (IRPs) without
considering the decarbonization pathway of the plan. The Commission has previously refused to

acknowledge portions of gas utility IRPs at least in part because they do not present a least-cost,

Utility Commission,” at 1 (Mar. 20, 2025), available at
https://s3.documentcloud.org/documents/25867201/32025-puc-expectations-ltr.pdf.
2% ORS 756.040(1) (emphasis added).

30 OAR 340-273-0450(1)—~(4)(a)(A); OAR 340-273-9000 Table 2.
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least-risk pathway to achieve required levels of decarbonization.?! The Commission has also
stated that NW Natural’s “categorical refusal” to investigate electrification as a CPP compliance
method may cause potential harm to customers.*

The CPP is a key component of the Oregon Department of Energy’s (ODOE) framework
for its Energy Strategy. ODOE is currently in Phase 2 of the Energy Strategy, which is set to be
completed in November of this year. In creating the model for the Strategy in Phase 1, ODOE
itself established that “large-scale electrification of our buildings is a basic assumption” of
Oregon’s strategy moving forward and, as relevant here, anticipates a large increase in sales of
heat pumps over the next 15 years.3* As the primary regulator of both electric and gas utilities,
the Commission is perfectly placed to make recommendations and enforce standards to ensure
compliance with ODOE’s overarching Energy Strategy.

Additionally, Executive Order 20-04 directed the Commission to “exercise its broad
statutory authority to reduce GHG emissions, mitigate energy burden experienced by utility
customers, and ensure system reliability and resource adequacy.”** The Order declares that it is

“in the interest of utility customers and the public generally for the utility sector to take actions

31 See, In the Matter of NORTHWEST NATURAL GAS COMPANY, dba NW NATURAL,
2022 Integrated Resource Plan, Docket No. LC 79, Order 23-281, at 8-9 (Aug. 2, 2023)
available at https://apps.puc.state.or.us/orders/20230rds/23-281.pdf; In the Matter of AVISTA
CORPORATION, dba AVISTA UTILITIES, 2023 Natural Gas Integrated Resource Plan,
Docket No. LC 81, Order 24-156, at 1 (May 31, 2024), available at
https://apps.puc.state.or.us/orders/2024ords/24-156.pdf.

32 In the Matter of NORTHWEST NATURAL GAS COMPANY, dba NW NATURAL, 2022
Integrated Resource Plan, Docket No. LC 79, Order No. 23-281, at 1 (May 31, 2024),
https://apps.puc.state.or.us/orders/2023ords/23-281.pdf.

33 Coalition Intervenors/100, Apter-Prihoda/Page 19.

34 Or. Exec. Order 20-04, at 8 (Mar. 10, 2020), available at
https://www.oregon.gov/gov/eo/eo_20-04.pdf.
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that result in rapid reduction of GHG emissions, at reasonable costs, to levels consistent with the
GHG emission reduction goals set forth in [E.O 20-04].”3

Finally, House Bill 3409 directs the Commission to consider the state’s GHG emission
reduction goals when carrying out designated programs that promote, implement, incentivize, or
regulate energy efficiency.>® It further directs the Commission to remove both financial and
nonfinancial barriers for Oregonians to access energy efficiency measures or appliances that will
result in “the greatest achievable energy efficiency and reductions in GHG emissions.”*” HB
34009 also finds that electric heat pumps are “the most efficient space heating option available in
the market.”?® Discussed in more detail in Section I.C, HB 3409 provides a clear, legislatively
delegated power to the Commission to alter existing programs to promote the adoption of heat
pumps as an energy efficiency and emission reduction measure.

Just over two years ago, Staff wrangled dozens of stakeholders, including NW Natural, to
grapple with the impact of Oregon’s climate policies on energy users. Staff’s Natural Gas Fact
Finding Final Report recognized how the CPP “reorient[ed] these utilities’ near-term planning
and future operations” and affirmed the Commission’s role in using regulatory tools in planning,
programs and ratemaking to “shape and manage the policy risks of various compliance pathways

for gas utility decarbonization.”* As the Report notes, all stakeholders were concerned about

3 Id.

36 ORS 469.763.

37 ORS 469.763(2)(c).

38 ORS 469.760(1)(d).

39 In the Matter of OREGON PUBLIC UTILITY COMMISSION STAFF, Natural Gas Fact
Finding per Executive Order 20-04 PUC Year One Work Place, Docket No. UM 2178, Staff
Report, at 1 (Jan. 31, 2023), available at
https://edocs.puc.state.or.us/efdocs/HAU/um2178haul 11621.pdf.
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how decarbonizing gas will burden low-income and vulnerable customers, recognizing that they
will also bear rising costs on the electricity system.*’

Taken together, the CPP, E.O 20-04, Oregon’s Energy Strategy, and HB 3409 create a
directive to integrate emissions reductions into the core of utility regulation alongside other
components of “adequate service” like reliability and safety. The Commission should therefore
rely on its authority to “do all things necessary” to achieve for both customers and the public
more generally adequate service at fair and reasonable rates to grant the Coalition’s proposal.

As a final matter, the Commission need not address the issue, as NW Natural has framed
it, of whether the Commission has “the authority to order NW Natural to seek to reduce the
number of customers it serves,” because that is not the issue in front of the Commission.*! In
testimony, NW Natural repeatedly misrepresented the effect of the Coalition’s proposals,
including its OLIEE proposal, stating “the Coalition’s proposals force NW Natural to remove
customers from [the] natural gas system, which is contrary to its obligation to serve and violates
the regulatory compact.”*? But that issue is not relevant here because the Coalition’s OLIEE

proposal only requires that low-income customers be given an option in what technology to use

40 1d.

41 That issue is addressed in Section III.

42’ NW Natural/1700, Rush-Kravitz/Page 25; see also NW Natural/1700, Rush-Kravitz/Page 24
(“[W]e understand that Oregon law does not give the Commission the authority to order NW
Natural to seek ot reduce the number of customers it serves.”); Id., (“If the Coalition’s proposal
were adopted, the Commission would be forcing NW Natural to actively seek to reduce the
amount of customers it offers service to, contrary to the Commission’s defined role.”); Id., Rush-
Kravitz/Page 26 (“Unlike the Coalition’s proposals, all of these non-pipeline alternative involve
providing gas to customers more efficiently. None of them require NW Natural to actively seek
to reduce the number of customers it serves.”); NW Natural/3400, Rush-Kravitz/Page 18 (“By
seeking to force NW Natural to reduce the number of customers it serves, the Coalition’s
proposals are not aligned with [the regulatory compact].”); Id., Rush-Kravitz/Page 22
(“Requiring NW Natural to seek to provide no service at all to its customers would be in direct
conflict with the Commission’s obligation to require the Company to provide adequate service
and would be diametrically opposed to the purpose of the Commission.”).
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when replacing a dead or dangerous gas furnace. NW Natural’s money is not being used to fund
OLIEE, which customers fund through the Schedule 301 Public Purpose Funding Surcharge.
NW Natural will not have to seek out low-income customers and replace their furnaces with a
heat pump. Customers that do replace a nonfunctioning or red-tagged furnace with a heat pump
will more often than not remain NW Natural customers, given that it is likely they have other gas
appliances like their water heater or range. But nothing disproves the Company’s framing like
the fact that the Coalition’s proposal is about customer choice. NW Natural customers always
have the option to disconnect service if they so choose, and the Coalition’s proposal would only
allow low-income customers to access a customer-funded program to install more energy
efficient appliances that will reduce GHG emissions and, likely, their overall utility bills. The
Coalition’s OLIEE proposal simply makes funds available to low-income customers to replace a
furnace with a heat pump in limited circumstances if they so choose.

B. The Coalition’s Proposed Changes to Schedule 320 would Reduce Emissions
without Increasing Overall Utility Cost for OLIEE Participants.

Giving low-income customers the financial and programmatic ability to replace their
nonfunctioning and red-tagged furnaces with a heat pump represents a sound, equitable policy
that will reduce emissions and, in most cases, lower overall utility bills. Continuing Schedule
320 in its current form is unreasonable for two reasons. First, the Coalition provided evidence
that its proposed change to Schedule 320 would reduce NW Natural’s GHG emissions for CPP
compliance purposes and reduce system-wide emissions in Oregon. Second, the Coalition
showed that its proposal will help low-income customers experience lower overall utility rates,
especially when a heat pump displaces both a furnace and traditional air conditioning. NW

Natural and Staff have failed to provide sufficient evidence to show that continuing to force

COALITION INTERVENORS’ OPENING BRIEF 12
UG 520



customers to replace their nonfunctioning and red-tagged furnaces with a heat pump is
reasonable.

1. Heat pumps achieve greater GHG emission reductions for NW Natural
and the entire energy system than a high-efficiency furnace.

Emission reductions can be approached from either of two perspectives: 1) reducing NW
Natural’s emissions, or 2) reducing system wide emissions. Arguably, only the first perspective
is relevant in this proceeding given that this docket is focused on NW Natural, and not the entire
utility system. Nevertheless, the point of our climate reduction goals is not to merely shift
emissions from one source to another, but rather to achieve broad, system wide reductions today
and in the future. Heat pumps achieve greater emission reductions than furnaces for Oregon
customers in both the near and long term for all NW Natural customers.

Replacing gas furnaces with heat pumps reduces the Company’s emissions for CPP
compliance purposes. Measures that avoid the need to deliver emitting natural gas to customers
reduce NW Natural’s emissions and avoid the need for the Company to perform alternative
actions to come into compliance with the CPP. For this reason, the Commission has stated that
electrification “appears to be a valid method for achieving CPP compliance.”* Replacing a
furnace with a heat pump is one such electrification measure. NW Natural has not yet shown,
even in theory, that it can come into compliance with the CPP in a cost-effective manner using

only alternative fuels, energy efficiency, and community climate investments.* Taking

4 In the Matter of NORTHWEST NATURAL GAS COMPANY, dba NW NATURAL,

2022 Integrated Resource Plan, Docket No. LC 79, Order 23-281, at 10 (Aug. 2, 2023)
available at https://apps.puc.state.or.us/orders/20230rds/23-281.pdf; see also Coalition
Intervenors/100, Apter-Prihoda/Page 31 (“We agree with the arguments made in LC 89, NW
Natural’s 2022 IRP, that electrification is not only a valid, but necessary strategy to meet the
CPP’s emission reduction goals.”).

4 In the Matter of NORTHWEST NATURAL GAS COMPANY, dba NW NATURAL,

2022 Integrated Resource Plan, Docket No. LC 79, Order 23-281, at 8-9 (Aug. 2, 2023)
available at https://apps.puc.state.or.us/orders/2023ords/23-281.pdf.
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incremental steps today to achieve lasting emissions reductions for the Company benefits all
customers by avoiding other, likely costlier actions in the future.

NW Natural provided no evidence in its testimony to rebut the Coalition’s showing that
the replacement of furnaces with heat pumps will reduce the Company’s GHG emissions for
CPP compliance purposes. To the extent that this docket should remain focused on NW Natural,
the Company has failed to meet its burden of production to rebut the Coalition on this point. The
Company instead provided testimony purporting to show that heat pumps have higher system-
wide emissions than high-efficiency furnaces.

In response, the Coalition showed that heat pumps achieve system-wide emissions
reductions by operating more efficiently than other methods of space heating, including natural
gas. NREL performed a detailed study of the emission reduction potential of heat pumps in all 50
states across a variety of scenarios, which showed that heat pumps “reduce average GHG
emissions in all states and future grid scenarios.”* The study shows that under all scenarios
tested, even lower efficiency heat pumps produce emission reductions as compared to natural gas
over the lifespan of the equipment.*® The Rocky Mountain Institute (RMI) produced similar
findings in 2023 utilizing, based on the assumption that then-enacted state and federal emissions
laws (including HB 2021) would stay in place.*’ That study found that replacing a furnace with a
heat pump in Oregon reduced emissions 41 percent in the first year of installation and 84 percent

over the lifespan of the equipment.*® And a Puget Sound Energy (PSE) pilot that replaced

45 Coalition Intervenors/301, Apter-Prihoda/Page 5.

4 Id., Apter-Prihoda/Page 41.

47 Jack Teener and Lacey Tran, “Now is the time to Go All In on Heat Pumps,” Rocky Mountain
Inst., (July 6, 2023), available at https://rmi.org/now-is-the-time-to-go-all-in-on-heat-
pumps/#:~:text=In%?20states%20across%20the%20country.percent%20compared%20with%20g
as%?20furnaces.

B Id.
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customer furnaces with heat pumps showed that the swap resulted in a 20 percent reduction in
emissions.*

The Commission should view the emissions reduction potential of replacing a furnace
with a heat pump over the life span of the equipment, roughly 15 years. In its testimony, NW
Natural argued that “since the Coalition wants the Commission to adopt these proposals today,
they should be evaluated using today’s facts, rather than speculation about the future.”>° The
purpose of NW Natural’s argument is to prevent the Commission from considering the effect of
HB 2021 on the relative emissions of an electric heat pump as compared to a natural gas furnace.
HB 2021 requires PGE and PacifiCorp to reduce emissions associated with energy delivered to
Oregon customers 80 percent by 2030, 90 percent by 2035, and 100 percent by 2040.3! Even a
heat pump purchased today in PGE or PacifiCorp territory should be served with largely non-
emitting electricity for the majority of its life. Notably, the emission reduction potential is even
more immediate for NW Natural customers served by a non-IOU electric utility, which already
serve customers with energy that is over 90 percent non-emitting.>> To be clear, the Company’s
argument relies, not just implicitly, but explicitly, on the Commission ignoring relevant factual
information about future emissions in the electric system.

Our climate goals are achievable with long-term thinking and an approach that takes

every opportunity presented to reduce emissions. In both IOU and non-IOU territory, electric

4 Puget Sound Energy Targeted Electrification Pilot Final Presentation, at 48:00 (Dec. 4, 2024),
available at https://www.youtube.com/watch?v=17xWIGxVM{S.

SONW Natural/3400, Rush-Kravitz/Page 45.

ST ORS 469A.410(1); Coalition Intervenors/300, Apter-Prihoda/Page 20.

32 Coalition Intervenors/401, Moore/Page 1; see also Or. Electricity Resource Mix, Or. Dept. of
Energy, (last visit July 25, 2025), available at https://www.oregon.gov/energy/energy-
oregon/pages/electricity-mix-in-oregon.aspx (data available for the energy resource mix for all
electric utilities in Oregon).
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utilities will be delivering largely non-emitting energy by the end of the decade. Adopting the
Coalition’s proposal will reduce NW Natural’s emissions for CPP compliance purposes
immediately and deliver system-wide emissions reductions in the near and long term.

2. For most customers, heat pumps will reduce overall utility bills.

For most NW Natural customers, replacing a furnace with a heat pump can reduce overall
energy bills, particularly when one considers the ability of a heat pump to provide cost-effective
cooling. The relative utility cost between a heat pump and furnace depends on a number of
factors, including but not limited to the volumetric rates for gas and electric service, the
efficiency of the equipment, and whether the home has air conditioning.*

For example, an NREL study analyzing the relative utility bill impact of replacing a
natural gas furnace with a heat pump showed that under most conditions, heat pumps result in
lower overall utility bills.>* In particular, heat pumps reduce overall utility cost the most when
they replace both a gas furnace and traditional AC. To be sure, the study also found that medium
and high efficiency heat pumps reduce overall utility bills in most Oregon homes when
displacing just a gas furnace even when the cost of using the heat pump for cooling (which the
home wouldn’t have had previously) is included.>> The same PSE study evaluating targeted
electrification also found that replacing furnaces with heat pumps resulted in modest overall
utility savings.>® Allowing low-income customers to switch from a natural gas furnace to a heat

pump can also prevent those customers from being trapped in a utility death spiral as other, more

53 Coalition Intervenors/301, Apter-Prihoda/Page 42.

*d.

35 Id., Apter-Prihoda/Page 11.

36 Puget Sound Energy Targeted Electrification Pilot Final Presentation, at 46:30 (Dec. 4, 2024),

available at https://www.youtube.com/watch?v=17x W9GxVMI{8; Coalition Intervenors/200,
Moore/Page 12.
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affluent customers voluntarily electrify their home heating systems.>’ Schedule 320’s current
terms, which force current low-income customers to remain on the gas system, locks those
customers into natural gas service for another 15 years at a time when the Commission has
refused to acknowledge the Company’s long-term planning as adhering to least-cost, least-risk
principles, specifically stating that the Company’s “categorical refusal to look at
electrification . . . may fail to protect and potentially harm customers.”>®

NW Natural’s testimony comparing the cost of heating between varying efficiency heat
pumps and furnaces in PGE and PacifiCorp territory is insufficient to meet its burden to rebut the
Coalition’s evidence on cost for three reasons.” First, while the cost of heating is an important
metric, NW Natural’s testimony fails to take into account the cost of air conditioning, an
increasingly necessary component of home conditioning as climate change raises temperatures in
general and causes more extreme weather events, including heat waves.® This omission is
particularly relevant because CAP Agencies have stated that, in administering OLIEE and
replacing a nonfunctioning or red-tagged furnace with another furnace, they will “add AC if not

present.”®! The NREL study found that, in Oregon, 78 percent of households would save money

by replacing natural gas with even a low-efficiency heat pump if the house is also replacing a

37 Coalition Intervenors/100, Apter-Prihoda/Page 36; Coalition Intervenors/200, Moore/Page 8.
38 In the Matter of NORTHWEST NATURAL GAS COMPANY, dba NW NATURAL,

2022 Integrated Resource Plan, Docket No. LC 79, Order 23-281, at 10 (Aug. 2, 2023)
available at https://apps.puc.state.or.us/orders/2023o0rds/23-281.pdf;

39 Staff also stated it was “particularly concerned with the feedback from some CAP agencies
that for some customers, heat pumps create increases in electricity bills that are higher than the
customer’s current bills for natural gas.” Staff/2000, Ayres-Lockwood-Scala/14. Staff did not
provide other evidence supporting its costs concerns, and the Coalition takes these concerns to be
the same as those that NW Natural presented.

60 Coalition Intervenors/100, Apter-Prihoda/Page 12.

61 Coalition Intervenors/506, at 1.
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traditional AC unit.> When a natural gas furnace is replaced with a medium or high efficiency
heat pump, the percentage of households that would save money on their utility bills rises to 98
and 100 percent, respectively.®® Homes that already have some form of air conditioning, then,
also save on overall utility bills when one considers the ability to displace less-efficient cooling
with the efficient cooling of a heat pump.

Second, NW Natural’s own cost comparison data seems to overestimate the energy
needed to heat a home with a heat pump.% The Company responded with a cost comparison
based on normalizing the relative energy usage of a heat pump and furnace against the relative
cost of electricity and natural gas.®® But that analysis continues to be an apples to oranges
comparison, both due to the difficulties in actually converting from HSFP (the heating efficiency
metric for heat pumps) and COP (the heating efficiency metric for furnaces) and the fact that the
Company did not analyze heat pumps of efficiencies higher than 10 HSFP, which does not begin
to approach the more efficient heat pumps available on the market.® Finally, NW Natural’s
evidence entirely ignores the 12 percent of customers served by consumer-owned and municipal-
owned utilities (COUs and MOUs), which have substantially lower rates than PGE and

PacifiCorp.¢’

62 Coalition Intervenors/301, Apter-Prihoda/Page 42.

S 1d.

64 Coalition Intervenors/300, Apter-Prihoda/Page 15.

6 NW Natural/3400, Rush-Kravitz/Page 31-35.

6 Coalition Intervenors/300, Apter-Prihoda/Page 16.

67 Eugene Water and Electric Board (EWEB) customers, for example, pay $0.1078/kWh, and
Tillamook PUD customers pay $0.0856/kWh. Residential Price: 2025 Price Summaries, Eugene
Water and Electric Board, (last visited Jul. 29, 2025), available at https:/www.eweb.org/my-
account/budget-and-rate-information/residential-pricing; 2025 Tillamook PUD Electric Rate
Change, Tillamook Pub. Util. Dist., (last visited Jul. 29, 2025), available at
https://www.tpud.org/2025/05/2025-rate-adjustment/. Indeed, putting even EWEB’s relative
higher rates into PGE’s cost comparison exhibit (NW Natural/1705) reveals a lower cost of home
heating.
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Finally, NW Natural failed to address the fact that even if its product is more affordable
now, preliminary information reflects heating our homes with alternative fuels is “an extremely
costly proposition,” ranging from $8 to $120 per MMBtu in 2024 dollars, with most costs
ranging between $20 and $50 per MMBtu.®® Investing in renewable natural gas, synthetic
methane, and hydrogen to meet CPP obligations naturally raise concerns about cost risks; these
are the very same cost risks that served as the reason for undertaking and issuing the Natural Gas
Fact Finding Report. That report concluded that IRA incentives and rebates should be targeted at
installation of heat pumps as a replacement for inefficient furnaces for qualified low- to
moderate-income households recognizing the risk to these customers from “potentially elevated
costs from ongoing CPP compliance activities and decarbonization investments.”® NW Natural
did not dispute that alternative fuel costs are high, but stated “as with any forecast, any estimate
of the cost of alternative fuels is likely to be uncertain,” before urging the Commission to make a
decision based on “actual information established in the ratemaking record because the Coalition
is seeking to put in place a number of building electrification proposals now, not at a point in the
future.””® Of course, the Coalition’s proposal is very much about the future, because an appliance
installed today will still be operating ten to fifteen years from now. Even so, NW Natural likely
does not mean what it says, because the “actual information established in the ratemaking

record” shows that alternative fuels cost anywhere from 2 to 30 times more than natural gas.”!

68 Coalition/Intervenors/300, Apter-Prihoda/Page 19 (citing Coalition/Intervenors/302, Apter-
Prihoda/Page 190).

8 In the Matter of OREGON PUBLIC UTILITY COMMISSION STAFF, Natural Gas Fact
Finding per Executive Order 20-04 PUC Year One Work Place, Docket No. UM 2178, Staff
Report, at 21 (Jan. 31, 2023), available at
https://edocs.puc.state.or.us/efdocs/HAU/um2178haul 11621.pdf.

7ONW Natural/3400, Rush-Kravitz/Page 41.

"I Coalition/Intervenors/302, Apter-Prihoda/Page 190
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Therefore, an approach that relies on meeting current customer demand with alternative fuels
would cause rates to increase by orders of magnitude.

The Coalition does not urge the Commission to dismiss cost concerns. The NREL study
notes that, for a minority of homes in Oregon, a gas furnace will result in relative cost savings for
customers as compared to a heat pump, such as when the heat pump is not also displacing
traditional AC, or when a less efficient heat pump is installed.”> NW Natural has not overcome
its burden to rebut the Coalition’s evidence showing that for large sets of customers—those who
live in non-IOU territories, those who also have AC, those who would have an AC installed
alongside a new furnace, those who would install a medium or high-efficiency heat pump—heat
pumps can reduce overall utility costs, easing the energy burden for low-income customers in a
time of utility rate increases while simultaneously reducing emissions.

It bears repeating that customers would not be forced to replace their nonfunctioning or
red-tagged furnace with a heat pump, so if a customer is concerned about having a higher overall
utility bill, they can simply choose to replace their furnace with a furnace. Some low-income
customers may be willing to pay a little more in utility bills to have cooling in the summer, or to
reduce the emissions associated with their home heating. But the fact that some customers may
voluntarily opt into a potentially higher overall utility bill for any number of reasons does not
justify denying energy autonomy to all OLIEE participants.

C. The Coalition’s Proposal Aligns with HB 3409 and Would Not Put an Undue
Administrative Burden on CAP Agencies.

In UG 490, the Commission cited two concerns regarding the similar OLIEE proposal

raised in that docket. First, the Commission stated it was “unclear how the CAP agencies, as the

21d.

COALITION INTERVENORS’ OPENING BRIEF 20
UG 520



implementing partners, are impacted by the decision.””® Second, the Commission believed that
the proposal was “better addressed as part of the holistic review and investigation occurring in
Docket UM 2211.”7

First, the Coalition’s OLIEE proposal would not significantly impact CAP Agencies’
ability to administer the program. When administering OLIEE, a CAP Agency function is
essentially the same as the Community-Based Organizations that administered ETO’s no-cost
heat pump pilot: they perform home energy assessments, provide participant information, and
coordinate with installation contractions to perform the chosen upgrades.”> This process would
be fundamentally unchanged if customers have the option to replace nonfunctioning and red-
tagged furnaces with a heat pump.

NW Natural itself has an ongoing heat pump pilot that it plans to have administered
through OLIEE if it is expanded into a program. Last year, NW Natural launched its Ground
Source Heat Pump (GSHP) pilot program, which installed GSHPs with gas-back up heating’® in
twelve homes in Lane County.”” The Lane County housing agency Homes for Good, the local
administrator of the OLIEE program, recruited participants and acted as the liaison between
customers and contractors. Crucially, one of the purposes of the pilot was to “learn more about

dual fuel systems as a possible OLIEE program offering.””® In its presentation on the pilot, the

3 In the Matter of NW NATURAL GAS COMPANY, dba NW NATURAL, Request for a General
Rate Revision, Docket No. UG 490, Order 24-359, at 34 (Oct. 25, 2024), available at
https://apps.puc.state.or.us/orders/2024ords/24-359.pdf.

1.

75 Coalition Intervenors/100, Apter-Prihoda/Page 29.

76 The Coalition feels obliged to point out that the entire purpose of a GSHP is to make back-up
heating is unnecessary because the ground maintains a stable temperature, even as air
temperatures fluctuate. Switching to a gas furnace when the air temperature is below 35 degrees
makes no sense and undermines both the function and benefits of GSHPs.

7T Coalition Intervenors/501, at 4.
BId., at7.
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Company again noted that it would “help inform [a] standard offer within OLIEE.””® If CAP
Agencies can administer a GSHP program as a part of OLIEE, they should be capable to
administer the Coalition’s requested change to the OLIEE program, which involves a less
disruptive technology.

Staff also raised a series of potential administrative hurdles for CAP Agencies
administering the Coalition’s proposal, including issues around overlapping federal and state
funding.®? According to Staff, CAP Agencies, OHCS, and CAPO all stated that U.S. DOE funds
may not be used to support fuel switching. The Coalition takes these concerns seriously, but also
notes that Staff has not identified which funds prevent fuel switching, whether those funds are
likely to be used in conjunction with OLIEE-based upgrades, or whether using OLIEE funding to
replace a nonfunctioning or red-tagged furnace with a heat pump would prevent a CAP Agency
from accessing other funding sources for other, non-fuel-switching home upgrades like
weatherization. The CAP Agencies that spoke with the Coalition did not raise this funding
concern, and, importantly, recent DOE funding sources like the Home Efficiency Rebate
Program (HOMES) and the Home Electrification and Appliance Rebate Program (HEAR) allow
for fuel switching.®!

Second, House Bill 3409 signals an imperative for the Commission to grant the
Coalition’s recommendation. Under that law, the Commission is directed to consider actions to

aid the achievement of GHG emission reduction goals when carrying out a designated state

7 Coalition Intervenors/502, at 4.

80 Staff/2000, Ayres-Lockwood-Scala/14; Coalition Intervenors/505, at 1.

81 Federal Home Energy Rebate Program: Frequently Asked Questions, Or. Dept. of Energy, at
34, (Jul. 17, 2025), available at https://www.oregon.gov/energy/energy-
oregon/Documents/Federal-Home-Energy-Rebates-FAQ.pdf.
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agency program.? A designated state agency program is a program “related to the promotion,
implementation, incentivization or regulation of energy efficiency in buildings” carried out by
certain agencies, including the Commission, as determined by the agency “by rule or other
action.”® The types of emissions reduction actions the Commission should take in carrying out a
designated state agency program include: 1) considering GHG emissions reduction goals in
designated state agency program regulatory decisions,®* 2) working in consultation with other
agencies to “simplify and improve access for residents of Oregon to existing and new programs
that relate to energy efficiency and resilience” and to “reduce or eliminate within programs
financial or nonfinancial barriers to accessing energy efficiency measures or appliances that will
result in the greatest achievable energy efficiency and reductions of GHGs,”> and 3) actions that
help environmental justice communities overcome cost burdens and other barriers to using
energy in a way that is efficient and in alignment with GHG emissions reduction goals.?® As a
part of HB 3409, the Legislature made the specific finding that electric heat pumps are “the most
energy efficient space heating option available on the market.”®’

As it stands, Schedule 320 prevents customers from accessing energy efficiency measures
that will result in the greatest available energy efficiency and reductions in GHG emissions.
Given how CAP Agencies administer OLIEE (discussed below), OLIEE customers are not being
informed of the fact that more efficient space heating (and cooling) equipment is available, and

instead are being told that they must replace their nonfunctioning or red-tagged furnace with yet

82 ORS 469.763(2).

83 ORS 469.763(1)(a).

8 ORS 469.763(2)(2).

85 ORS 469.763(2)(c).

8 ORS 469.763(2)(d)(B).
87 ORS 469.763(1)(d).
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another, less-efficient furnace. Staff also commented that CAP Agencies will “add AC if not
present, rather than wait for approval for fuel switching,” when administering OLIEE, an action
that further locks participants into less-efficient equipment that has been shown to result in
higher overall utility bills as compared to a heat pump.3® If nothing else, the Oregon Low-Income
Energy Efficiency Program should not prevent low-income customers in Oregon from accessing
the most efficient home heating and cooling appliance available.

The Commission also should not shuffle this issue back to UM 2211. In the time since
Order 24-359, Staff has issued its scope for Phase 3 of UM 2211, which did not include this
OLIEE fuel-switching proposal, appearing to pass the issue instead to ETO, which in turn seems
to be waiting for Commission direction before it begins engaging on the issue of fuel
switching.®’ In short, it appears we are back where we started. And the Commission can only put
so many new items onto the ever-growing list of issues to be addressed in UM 2211. Beyond the
issues to be dealt with in Phase 3, UM 2211 will also be addressing changes to low-income
programs for all utilities in the possibility of LIHEAP funding cuts at the federal level, and likely
will be engaged in handling the fallout of the loss of that bill assistance program for some time.
If the Commission does move this issue back to UM 2211, the Coalition asks that it provide
direction to resolve this issue in a reasonable timeline.

Finally, if the Commission is disinclined to modify Schedule 320 to the extent the
Coalition requests, it could grant a narrowed version of the Coalition’s proposal. Additionally, if
the Commission is concerned about the potential for the proposal to result in a customer paying

higher overall utility bills, it could limit the proposal’s application to NW Natural customers not

88 Coalition Intervenors/506, at 1; Coalition Intervenors/301, Apter-Prihoda/Page 41.
8 Coalition Intervenors/100, Apter-Prihoda/Page 28.
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served by PGE or PacifiCorp. If the Commission is concerned about the ability of CAP Agencies
to administer the program, it could give CAP Agencies the option of administering the change or
not. Nevertheless, the Coalition maintains that all NW Natural customers should have the means
to replace their furnace with a heat pump and enjoy its energy efficiency, emissions reduction,
cooling, cost reduction, and air quality benefits. The Commission should proactively protect low-
income customers that want to electrify from being stuck on the gas system and require NW
Natural to make the Coalition’s requested changes to Schedule 320.

II. THE COMMISSION SHOULD REQUIRE NW NATURAL TO STUDY
ELECTRIFICATION AS A NON-PIPELINE ALTERNATIVE

The Commission should require the Company to incorporate electrification into its study
of non-pipelines alternatives (NPAs) as a condition of cost recovery for distribution
infrastructure. The Commission has the authority it needs to grant the Coalition’s
recommendation and should use that authority in this proceeding. Where Oregon’s gas utilities
must think creatively and expansively on how they will reduce their greenhouse gas emissions,
this recommendation could result in a business model that does not rely on increased GHG
emissions, heightened Climate Protection Program compliance costs, or investments in assets
that will become stranded at a future date. The Coalition’s recommendation, which is
contemplated by Staff’s Natural Gas Fact Finding Report® as well as the Commission’s order in
LC 79, only compels the Company to begin evaluating an emission reduction solution that other

jurisdictions have already studied and implemented, achieving more efficient decarbonization for

%0 Natural Gas Fact Finding Final Report, Docket No. UM 2178, Table 2 at 2 (Jan. 2023) (pilots
and joint electric/gas pilots as a beginning step).
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its customers as opposed to the current, scattershot approach taking place in NW Natural
territory.’!

The Commission’s authority to require NW Natural to study targeted electrification as a
condition for capital investment recovery is rooted in the same foundational powers addressed in
Section 1.A above. The Commission has broad powers, equivalent to that of the legislature,
especially when exercising its authority to perform one of its core functions, including
ratemaking.”?> The Commission has already directed NW Natural to study NPAs, and the
company has done so and implemented many of them into its planning documents.”* The
Commission authority to direct the Company to study targeted electrification as a NPA should be
no different than its authority to direct NW Natural to study NPAs in the past.

Indeed, the Commission has already indicated it has the authority to require the Company
to study electrification as an NPA in Order 23-281, stating that it expected advancement of the
company’s electrification analysis in its next IRP and that it might “in the meantime

communicate more direct, near-term expectations for evaluating electrification in non-pipes

o1 Coalition Intervenors/400, Moore/Page 14 (describing the Guidehouse report as useful in its
identification of scattershot building electrification as “currently occurring, which will be more
expensive in the long-run than a managed, targeted electrification approach”).

92 “The Public Utility Commission appears to have been granted the broadest authority—
commensurate with that of the legislature itself—for the exercise of its legislative function.” Pac.
NW Bell Tele. Co. v. Sabin, 21 Or App 984, 991 (1975) (cleaned up); “The Commission has the
‘broadest authority’ in the area of ratemaking.” Klamath Off-Project Water Users, Inc.,
Pacificorp, 237 Or App 434, 443 (2010) (citing American Can Co. v. Davis, 28 Or App 207, 221
(1977)).

93 Coalition Intervenors/302, Apter-Prihoda/Page 154.
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alternatives on the distribution system.”** Staff, too, agrees that the solution the Coalition

proposes is the kind of element that might “futureproof” *> NW Natural’s system, stating:
Staff is also somewhat concerned by the Company’s implication that
electrification is wholly outside the scope of Commission oversight or regulatory
relevance. Changes in end-use fuel choices, customer departures, and long-term
infrastructure investments are squarely within the Commission’s jurisdiction
insofar as they affect system costs, stranded asset exposure, and cost allocation
among remaining customers. The Company’s seeming refusal to evaluate or
scenario-test the effects of these dynamics, limits the opportunity for thoughtful,

forward-looking analysis that precludes more collaborative regulatory
discussion.”

The Commission has often directed utilities to institute programs or offerings that reduce their
sale of electricity or gas;”’ the Coalition’s recommended condition is no different.

Despite agreeing that the Coalition’s recommendation may offer NW Natural a valid
solution to its climate pollution problem, Staff disagrees that this rate case is the appropriate
venue to direct NW Natural toward that future proofing. Contrary to Staff’s recommended delay,
the Coalition urges action in this rate case now. When it comes to emissions reductions, sooner is
always better than later.”® To deliver on its mission to “ensure Oregonians have access to safe,
reliable and fairly priced utility services that advance state policy and promote the public

interest,” the Commission must treat with more urgency its role as the main regulator of a

%4 In the Matter of NORTHWEST NATURAL GAS COMPANY, dba NW NATURAL, 2022
Integrated Resource Plan, Docket No. LC 79, Order 23-281 at 10 (Aug. 2, 2023).

% UG 520, Staff Position Statement, at 3. The Commission need not concern itself with AWEC’s
position as it incorrectly reflects that NW Natural does not have experience in either of these
arenas, when NW Natural has already undertaken a project installing geothermal heat pumps
with back-up furnaces and a thermal energy network.

%6 Staff/1800, Scala/Page 7.

97 Coalition Intervenors/400, Moore/Page 16-17 (describing other occasions in which the
Commission has directed the study of pilots).

%8 Coalition Intervenors/100, Apter-Prihoda/Page 13 (2024 was recorded to be the hottest year on
record, reflecting average annual global temperatures exceeding the 1.5 degrees Celsius
benchmark).
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substantial source of GHG emissions in this state.”” The undertaking of decarbonization on the
scale and timeline science demands is too great to allow utilities to control the terms and pace of
action, particularly if a utility has failed to show how it plans to reduce emissions in a cost-
effective manner. Like its unacknowledged 2022 IRP, NW Natural’s draft 2025 IRP currently
plans to rely on expensive renewable natural gas, hydrogen, and synthetic methane to meet its
CPP obligations (in addition to community climate investments), fuels that are not available in
meaningful quantities at this time.!%

The Commission should take advantage of every opportunity to direct the utilities that
appear in front of it to take steps toward meeting the state’s climate action goals. Indeed, NW
Natural’s 2025 IRP will not be finalized until late next year, and under newly proposed
Commission rules (if adopted) it will not be required to file another IRP until 2028'°'—one year

102 The Commission has repeatedly expressed

after the first compliance period for the CPP ends.
concerns regarding NW Natural’s “categorical refusal to look at electrification as a resource for
CPP compliance,” stating that the Company’s refusal to do so may fail to protect, and ultimately
harm, customers.!% Multiple Commission dockets have discussed the high stranded asset risk

associated with long-term investments in gas infrastructure, including but not limited to,

Commission Order 22-388, the Natural Gas Fact Finding Report, and Commission Order 24-

9 Coalition Intervenors/100, Apter-Prihoda/Page 20.

100 CUB/200, Jenks/Page 14; Coalition Intervenors/302, Apter-Prihoda/Page 154.

101 TRP and RFP Modernization, Docket No. UM 2348, Order No. 25-111, Table 1 at 7 (Mar. 11,
2025).

102 OAR 340-273-0440 (first compliance period covers 2025, 2026, 2027, thereafter compliance
periods are two years).

103 Coalition Intervenors/200, Moore/ Page 20 (citing In the Matter of NORTHWEST NATURAL
GAS COMPANY, dba NW NATURAL, 2022 Integrated Resource Plan, Docket No. LC 79, Order
No. 23-281, at 9 (Aug. 2, 2023), available at https://apps.puc.state.or.us/orders/2023ords/23-

281.pdf).
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359.1%4 In response to the Commission’s repeated expression of concern about the risk of
stranded assets and higher costs for customers, the Company’s approach has not changed. NW
Natural’s copious testimony in this docket challenging the very notion that electrification can
reduce emissions would indicate that the Company has no intention of voluntarily engaging in
targeted electrification.

NW Natural assumes that what the Coalition asks for would require it to give up its
customers. But that is not the Coalition’s aim. Avista’s Targeted Voluntary Electrification
proposal would allow it to file a programmatic tariff and recover costs, and the same could be
true of any targeted electrification NW Natural performs. Proactively assessing the appetite for
electrification, the impacts to customers, and any barriers to success are key to informing how
NW Natural proceeds in achieving its emission reduction obligations.

In sum, the question at issue here is whether the Commission “shall make use of the
jurisdiction and powers of the office to protect customers and the public generally” by
encouraging NW Natural to face the future head on in a way that may be beneficial to the
company, its customers, and Oregonians, and ensure “adequate service at fair and reasonable
rates.” !9 Other utilities, near and far, are investigating how electrification could work for gas
utilities. Besides Avista here in Oregon, Vermont Gas, Puget Sound Energy, Public Service Co
of Colorado, NY State Electric & Gas, and Central Hudson Gas and Electric are engaging in

similar studies and pilots. % The Commission should grant the Coalition’s request and require

104 Coalition Intervenors/200, Moore/Page 20.
105 ORS 756.040.
196 Coalition Intervenors/300, Apter-Prihoda/25; Coalition Intervenors/200, Moore/11-14.
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NW Natural to study electrification as an NPA as a condition of cost-recovery for future
distribution expenditures.
III. THE COMMISSION SHOULD REQUIRE NW NATURAL TO PROPOSE AT LEAST
ONE TARGETED ELECTRIFICATION AND ONE TENS PILOT THAT WOULD

ALLOW THE COMPANY TO DECOMMISSION OR AVOID GAS
INFRASTRUCTURE.

The Commission should require NW Natural to study and, if appropriate, implement two
pilots designed to prevent new expenditures in gas infrastructure: a targeted electrification pilot
and a thermal energy network (TEN) pilot. Similar to the proposals above, the Commission has
the authority to require a utility to study and implement pilot programs that can result in lower
costs and better service for customers. Targeted electrification and TENs can drive emissions
reductions both for NW Natural and Oregon in both the short and long term and prevent new
distribution infrastructure, avoiding stranded assets and ensuring that customers are only paying
for infrastructure that benefits them as customers. Studying and implementing pilot programs is
an appropriate first step to determine the viability of targeted electrification and TENs in NW
Natural territory, a process that should begin as soon as possible.

Directing a gas utility to pursue a targeted electrification pilot is within the Commission’s
authority and the construct of the regulatory compact. The Commission has the power to do “all
things necessary and convenient” in the exercise of its power to protect “customers, and the
public generally, from unjust and unreasonable exactions and practices and to obtain for them
adequate service at fair and reasonable rates.”!%” It has exercised this power to require utilities to

engage in pilots in the past.!%®

107 ORS 756.040(1), (2).

198 In the Matter of PacifiCorp, dba Pacific Power, 2015 Integrated Resource Plan, Docket No.
LC 62, Order No. 16-071, at 6, (Feb. 29, 2016), available at
https://apps.puc.state.or.us/orders/20160rds/16-071.pdf
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Beginning with the targeted electrification pilot, requiring NW Natural to study and, if
appropriate, implement such a pilot would not disrupt the regulatory compact, even under the
Company’s framing that such a proposal would be forcing it to actively seek to reduce its
number of customers. ORS 756.040(1) states in part:

In addition to the powers and duties now or hereafter transferred to or vested in

the Public Utility Commission, the commission shall represent the customers of

any public utility or telecommunications utility and the public generally in all

controversies respecting rates, valuations, service and all matters of which the

commission has jurisdiction. In respect thereof the commission shall make use of

the jurisdiction and powers of the office to protect such customers, and the public

generally, from unjust and unreasonable exactions and practices and to obtain for
them adequate service at fair and reasonable rates.!'%

The language does not, as NW Natural implies, prevent the Commission from regulating utilities
in a way that might cause it to reduce its number of customers. On the contrary, the Commission
is tasked with achieving for both customers and the public generally adequate service at fair and
reasonable rates and is given the power to “do all things necessary and convenient” to do so.!!?
The law is entirely agnostic as to the #ype of utility service the Commission obtains for a
customer. As Staff stated in testimony, “changes in end-use fuel choices, customer departures,
and long-term infrastructure investments are squarely within the Commission’s jurisdiction
insofar as they affect system costs, stranded asset exposure, and cost allocation among remaining
customers.”!!! The Commission should determine that the only way to obtain for both customers,
and the public generally, adequate service at fair and reasonable prices would be to require the
Company to begin looking at electrification through a targeted electrification pilot.

The Commission should also direct the Company to propose a thermal energy network

pilot. NW Natural claims that it cannot conduct a thermal energy pilot because “NW Natural is a

109 ORS 756.040(1).
10 ORS 756.040(1), (2).
1 Staff/1800, Scala/Page 7.
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natural gas utility, and the Commission cannot require the Company to replace natural gas
infrastructure with a TEN that does not utilize natural gas.”'!> That is patently false. NW Natural
is not mandated to provide heat as a resource only through methane gas.!''3 If that were the case,
not only would NW Natural’s ground-source heat pump pilot be prohibited, but so too would the
Company’s pursuit of alternative fuels like hydrogen to supply heat to customers.

The other concerns NW Natural has raised regarding cost and emissions reductions have
largely been addressed in Section I.B regarding the Coalition’s OLIEE proposal and need no
further analysis beyond pointing out that TENs deliver energy at an even more efficient rate than
air-source heat pumps, allowing for greater cost and emissions reductions. Further, the entire
purpose of a pilot is to “test a new idea believed to provide potential benefits to ratepayers, in a
manner that minimizes risk.”!'* Where NW Natural has refused to pursue reasonable pathways to
decarbonization, the Commission must act to protect customers and ensure compliance with
Oregon’s GHG reduction laws. Targeted electrification has been adopted by utilities and utility
commissions in this state and across the country as a means of achieving cost-effective
decarbonization of gas systems,!!> and NW Natural is already pursuing a TENS pilot in
Vancouver, Washington. The Commission should not allow NW Natural to serve its Oregon
customers with an outdated approach that will deliver them dirtier energy at a higher price.

Staff asks that the Commission address this issue in a planning docket, effectively

requesting additional delay. There is no reason to wait another year to require NW Natural to

112 NW Natural/3400, Rush-Kravitz/Page 22-23.

13 ORS 757.005.

114 In the Matter of Portland General Electric Company, Flexible Load Plan, Docket No. UM
2141, Order No. 22-115, at App. A 18 (Apr. 11, 2022), available at
https://apps.puc.state.or.us/orders/20220ords/22-115.pdf.

115 Coalition Intervenors/300, Apter-Prihoda/Page 25; Coalition Intervenors/200, Moore/Page
11-16.
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begin to take seriously its obligation to pursue legitimate pathways to decarbonization. Two
years have already passed since its last IRP, with little to show for the Commission’s stern
warning that the Company should begin to take electrification more seriously. The Commission
should exercise its authority to kickstart these pilots now, rather than tacitly accept another year
(or more) of inaction. Therefore, the Commission should require NW Natural to study and (if
appropriate) propose two pilots, one targeted electrification and one TENS pilot, that could allow
the Company to decommission or avoid expanding its gas infrastructure.

CONCLUSION

For the foregoing reasons, the Coalition respectfully requests that the Commission revise
Schedule 320 to allow OLIEE participants the option of replacing a nonfunctioning or red-tagged
furnace with a heat pump. The Coalition also respectfully requests that the Commission require
NW Natural to study electrification as a non-pipe alternative as a condition of cost recovery for
capital investments in distribution infrastructure. Finally, the Coalition requests that the
Commission direct NW Natural to propose a targeted electrification pilot and a thermal energy
network pilot that can be used to either decommission or avoid new gas infrastructure.

Dated this 8th day of August, 2025.

Respectfully submitted,

/s/ Cole Souder

Cole Souder, OSB No. 243874

Carra Sahler, OSB No. 024455

Green Energy Institute at Lewis & Clark Law School

10101 S. Terwilliger Blvd.

Portland, OR 97219

503-768-6955

csouder@]lclark.edu
sahler@]clark.edu
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