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l. INTRODUCTION

Northwest Natural Gas Company, dba NW Natural (“NW Natural” or “Company”),
requests a general rate revision in this proceeding to secure revenues necessary to
provide safe and reliable natural gas service to customers in Oregon, while preserving
the Company’s ability to attract capital for future investments. The most significant factors
that drove NW Natural’s filing of this rate case were: 1) investments to ensure ongoing
safe and reliable operations, such as modernization of facilities infrastructure and
investments at the Mist storage facility to replace critical end-of-life assets; 2)
NW Natural’s continued investment in replacing end-of-life information technology and
services (“IT&S”) systems; 3) costs associated with the Company’s Meter Modernization
Program; 4) the Company’s proposal to shorten the depreciable lives for service lines and
meter installations, consistent with industry practices and guidance by the Commission;
and 5) escalation of NW Natural’s operating costs due to inflation and higher interest
rates.” NW Natural is seeking to increase rates so that it can maintain its strong financial
health and stable credit ratings, thereby securing access to capital markets, and ultimately
continue to provide low-cost, safe, and reliable utility service to customers. In response
to feedback from parties in docket UG 490, the Company filed a straightforward case and
refrained from presenting novel policy issues for the Commission’s consideration.

The parties to this case—Staff of the Public Utility Commission of Oregon (“Staff”);
the Oregon Citizens’ Utility Board (“CUB”); the Alliance of Western Energy Consumers
(“AWEC”); and Climate Solutions, the Coalition of Communities of Color, Verde, Sierra

Club, and Oregon Environmental Council (collectively, the “Coalition”)—participated in

" NW Natural/100, Palfreyman-Kravitz/23-24.
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multiple settlement discussions. As a result, parties entered three multi-party or all-party
stipulations and collaboratively resolved most of the issues in this case. NW Natural, Staff,
CUB, and AWEC settled the Company’s revenue requirement, among other issues, in the
First Multi-Party Stipulation (“First Stipulation”), filed with the Commission on June 23,
2025. The Coalition did not join, but does not oppose, the First Stipulation. In the Second
Partial Stipulation, filed with the Commission on July 3, 2025 (“Second Stipulation”),
NW Natural, Staff, CUB, AWEC, and the Coalition resolved several more issues including
those regarding rate spread and rate design. Through the First and Second Stipulations,
all of the issues brought forward in the Company’s initial filing were resolved.

In the Third Partial Stipulation, filed with the Commission on August 5, 2025 (“Third
Stipulation”), NW Natural, Staff, CUB, and the Coalition resolved issues regarding
research and development reporting, the Low-Income Home Energy Assistance Program,
and Oregon Low-Income Gas Assistance. AWEC did not join the Third Stipulation but
does not oppose it. NW Natural respectfully requests that the Commission approve the
First, Second, and Third Stipulations without modification because each represents a
reasonable resolution of the issues presented therein.

The remaining issues in this case that require Commission resolution are policy
issues raised by CUB and the Coalition>—with the common theme of promoting
electrification of gas customers and a diminished role for the gas system.® These

proposals must be rejected due to their significant legal, policy, and factual flaws.

2 At the outset, it is important for the Company to highlight there are many false premises and assertions
contained in the policy issues and proposals raised by CUB and the Coalition. Without waiving any of its
rights, the Company is proceeding in this Opening Brief with analyzing the arguments of CUB and the
Coalition with that in mind.

3 Joint Issues List at 1-2 (July 14, 2025).
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The Commission should reject CUB’s proposal that the Commission find that
electrification is in the public interest under ORS 757.140(2)(b) and should decline to
direct NW Natural to remove plant that is retired due to electrification from its current
depreciation account and place it in a regulatory asset. First, the Commission need not
reach the public interest issue because the legal and factual premises of CUB’s proposal
are flawed. CUB’s position is premised upon the incorrect legal conclusion that
NW Natural's use of the group depreciation methodology contravenes the used and
useful standard. In fact, the gradual retirement of individual assets in a group depreciation
account over time does not violate the used and useful standard. And the record does
not support CUB’s factual premise that electrification is occurring at a significant scale,
meaning that CUB’s proposal is a solution in search of a problem. Second, the
Commission should reject CUB’s proposal because it would require the Company to
abandon group depreciation practices for capital assets (such as service lines or meters)
that are used to provide service to only one customer. Altering the Company’s
depreciation methodology for these assets would be unworkably burdensome and result
in no benefit to accuracy. It would also be a significant and unprecedented shift from well-
established depreciation practices utilized by NW Natural’s peer utilities nationally. Third,
even if the Commission reaches the public interest issue, there is no factual basis for a
finding that electrification is in the public interest, particularly because there is no evidence
that shifting load from the gas system to the electric system will reduce costs or emissions,
or that electrification of space heating load can be effectuated without sacrificing resource
adequacy on the electric system and affordability for customers. Finally, CUB’s proposal

raises constitutional concerns that the Commission should avoid by rejecting it.
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The Commission should also reject the Coalition’s proposals that 1) NW Natural
be required to propose at least one targeted electrification pilot and one Thermal Energy
Network (“TEN”) pilot that would allow the Company to decommission or avoid gas
infrastructure; 2) NW Natural be required, as a precondition for capital recovery in future
proceedings, to analyze Non-Pipeline Alternatives (“NPAs”), such as targeted
electrification and TENSs, as alternatives to investments in distribution infrastructure; and
3) NW Natural be required to revise Schedule 320 to require gas customer funds to be
available for replacing red-tagged and non-functioning gas furnaces with electric heat
pumps through the Oregon Low-Income Energy Efficiency (“OLIEE”) program. First, the
Commission lacks legal authority to implement the Coalition’s proposals because of its
affirmative statutory duty to obtain gas service for customers and its lack of authority to
order NW Natural to take actions inconsistent with NW Natural’s duty to serve. None of
the specific sources on which the Coalition relies alter these fundamental aspects of the
Commission’s authority. Second, even if the Commission had the authority to consider
them, it should reject the Coalition’s proposals due to their fatal policy and evidentiary
flaws, including the fact that they rest on incorrect and unsupported assumptions about
the interrelated gas and electric systems, and that implementing the proposals would be
counterproductive to affordability, resource adequacy, and emissions reductions. And for
the OLIEE proposal in particular, implementation could threaten other funding sources for
low-income home energy retrofits, is contrary to Community Action Plan (“CAP”) agency
preferences, and is unnecessary, given the existence of other funding available for
electric heat pumps. Third, the Coalition cannot create legal authority where none exists.

The Coalition—and CUB as well—purport to find authority for the Commission to adopt
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their respective proposals in a list of statutes, rules, and policies, but none authorize the
Commission to order a gas utility to take steps towards removing customers from its
system, change the nature of the Commission’s role as an economic regulator of
NW Natural, or expand the scope of the Commission’s authority over NW Natural.

In their proposals, CUB and the Coalition either explicitly or implicitly promote a
zero-sum game view of pathways for decarbonization of the energy system. Their
proposals ask the Commission to remove natural gas resources from the energy system,
when all of the evidence (on both the electric side and natural gas side) is pointing to the
need to add resources to the energy system. The gas and electric systems work together
to provide complementary services to meet Oregonians’ energy needs, and must continue
to work together, informed by joint system planning, to continue to provide safe, reliable,
and affordable energy service. The Commission should decline to endorse the zero-sum
mindset and instead support NW Natural's critical role in Oregon’s energy future.
NW Natural also urges the Commission to consider the ways in which CUB’s and the
Coalition’s proposals implicate—and have the potential to destabilize—the regulatory
compact that provides the legal and economic framework for the Commission’s regulation
of NW Natural as a public utility.

Il NW NATURAL’S RESPONSE TO CUB’S PROPOSAL

A. Summary of CUB’s Proposal

In this proceeding, CUB requests the Commission to: 1) make a finding that
electrification is in the public interest, and 2) direct NW Natural to remove plant that is
retired due to electrification from its current group depreciation account and place it in a

regulatory asset where it would earn interest at a rate representing the time value of
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money.* CUB asserts that its proposal is necessary to “mitigate stranded costs from
electrification.” CUB claims that because NW Natural depreciates assets such as
service lines and meters in group depreciation accounts, those assets will no longer be
used or useful when the customer served by a service line or meter electrifies, but the
Company will continue to earn a return on them.® By way of background, ORS 757.355
contains a general prohibition on utilities being permitted to recover costs for any property
“not presently used for providing utility service to the customer.” This general prohibition
is modified by ORS 757.140, which provides that when the Commission finds an asset
retirement to be “in the public interest,” the Commission may allow the undepreciated
portion of that retired asset to be included in rates.” CUB therefore requests that the
Commission make a finding under ORS 757.140(2)(b) that the retirement of assets due
to electrification is in the public interest so that the assets can be moved to a regulatory
asset.

CUB also requests that the Commission make “three key directives” to NW Natural
for the sake of implementing its recommendations: 1) The Commission should “require
[NW Natural] to start tracking the beginning of service for each customer address, so the
undepreciated investment can be calculated[;]” 2) NW Natural should “determine a
mechanism to estimate the remaining depreciation” for those of its assets for which
NW Natural does not already have vintage data; and 3) “[W]hen customers leave the
system and their service pipe (or other capital assets) are no longer useful, [NW Natural]

should move that [sic] the remaining undepreciated capital investment directly associated

4 CUB/200, Jenks/53.

5 CUB’s Position Statement at 2 (July 15, 2025).
6 /d.

7 ORS 757.140(2)(b).
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with that customer, and only that customer, into a regulatory account, so that it can be
recovered at the time value of money.”8

NW Natural opposes CUB'’s proposal, as well as the directives CUB recommended
to implement its proposal.®

B. The Commission Should Reject CUB’s Proposal

1. The Commission need not consider CUB’s proposal because group
depreciation does not violate the used and useful standard.

CUB claims that group depreciation presents “used and useful” concerns because
when an asset in a group account is retired, it is generally not removed from its group
depreciation account, and therefore it remains in rate base.'® That is incorrect. The
gradual retirement of individual assets in group depreciation accounts over time does not
violate the used and useful standard. CUB’s concerns about the group depreciation
methodology reflect a fundamental misunderstanding of how group depreciation works to
accurately account for the gradual retirement of assets over time.'" Because group
depreciation does not violate the used and useful standard, the premise underlying CUB’s
proposal fails, and the Commission need not consider CUB’s proposal any further.

As background, group depreciation is used to recover capital investment for a
common asset class.’? Using group depreciation accounts is advantageous for
businesses such as utilities that have millions of assets on their books, because it leads

to more accurate results overall as compared to unit depreciation.’® With group

8 CUB’s Position Statement at 3.

9 In the remainder of this Brief, NW Natural refers to CUB’s proposal and directives collectively as “CUB’s
proposal.”

0 See, e.g., CUB/100, Jenks/15-16.

" NW Natural/3000, Spanos-Wilson-Kravitz/13-14.

2 NW Natural/3600, Spanos-Wilson-Kravitz/8.

3 NW Natural/3000, Spanos-Wilson-Kravitz/8-9.
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depreciation, all assets within a group account are depreciated using a single depreciation
rate, which is developed through statistical analysis that considers life characteristics as
well as the net salvage percentage for all the assets in the account.' Every depreciation
group is associated with a survivor curve (mortality or dispersion curve), and that survivor
curve is one of the primary parameters for determining the depreciation rate for the
account.'® Survivor curves are a recovery pattern representing a percentage of assets in
the account to be retired at each age interval that incorporates each possible cause of
retirement for all asset types within that account.'® Accumulated depreciation for a group
account (also referred to as depreciation reserve or book depreciation reserve) is
determined based on the survivor curve, and the resulting depreciation rate is used to
calculate the depreciation expense to be booked each month based on the plant balance
for the month of all account assets.!” Survivor curves are validated or updated through
periodic depreciation studies to reflect plant additions and retirements that occurred since
the last depreciation study that may impact the dispersion of assets’ useful lives reflected
by the survivor curve.'® Thus, periodic depreciation studies ensure that survivor curves
remain accurate over time and reflect the real-world retirements or additions that are
occurring on the system. 9

Importantly, the average service life associated with the mortality curve (a curve
representing the multitude of causes of retirement for a group of assets) for a group

account does not equate to the estimated life of a specific asset in that account when it

14 Id. at 16.

15 Id. at 2, 6.
16 Id. at 6.

17 Id. at 6-7.
18 Id. at 33.

19 Id.
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is placed into service.?’ This is because the mortality curve for a group account covers
all assets within the group account, but it assumes that individual assets will be retired at
many different ages.?' For example, a mortality curve reflecting an average service life
of 50 years does not imply that every asset within that group depreciation account is
expected to last for exactly 50 years.??> Because the survivor curve was calculated to take
into account all possible causes of asset retirements in that group (including customer
requests to cut service), it is appropriate to assume that every asset in a group account
is fully depreciated at its retirement.?® As the Company explained in testimony, “an asset'’s
retirement prior to the average service life of its depreciation group is not an aberration—
and indeed, would be balanced by assets that persist long after the end of the average
service life.”?*

According to accounting guidance, an asset retirement should be accounted for
differently under the group depreciation method only in limited circumstances that are not
present here—such as the early retirement of an entire generating station due to storm
damage.?® This distinction—between “normal” asset retirements accounted for by the
survivor curve for a group account and “abnormal” retirements that justify special
regulatory treatment—is reflected in the very precedent that CUB relies upon to argue
that group depreciation is improper.?® In Order No. 20-473, the Commission considered

a proposal to exclude the net book value of replaced metering assets from PacifiCorp’s

20 Id. at 17.

21 [d.

22 Id. at 16.

23 |d. at 3; NW Natural/3600, Spanos-Wilson-Kravitz/9.
24 NW Natural/3600, Spanos-Wilson-Kravitz/10.

25 NW Natural/3000, Spanos-Wilson-Kravitz/8.

26 CUB/100, Jenks/16-17; CUB/200, Jenks/9-10.
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rate base.?’” Between 2017 and 2020, PacifiCorp replaced approximately 85 percent of
its customer meters—which were depreciated in a group account—with advanced
metering infrastructure.?® PacifiCorp also sought to include the value of the new meters
in its rate base.?® AWEC argued that leaving the retired meters in rate base violated
ORS 757.355, while PacifiCorp argued that gradually replacing the individual
components in a group depreciation account over time did not necessitate a rate base
adjustment.3® The Commission decided to remove the retired meters from PacifiCorp’s
rate base, but in doing so, commented that “the scale of replacements, 85 percent of the
company’s meters, is distinguishable from the gradual replacement and retirements of
individual units over time.”3' On reconsideration, in Order No. 21-090, the Commission
took care to limit its holding to the unique facts of the case, re-emphasizing the large scale
and short timeframe for PacifiCorp’s meter replacement effort.3> The Commission also
stated that it “decline[d] to establish a bright line threshold and will continue to assess
these situations on a case-by-case basis,”33 making clear that its removal of PacifiCorp’s
old meters from rate base was a unique exception and not a general policy.

CUB also refers to the litigation resulting from the early retirement of the Trojan
nuclear power plant, arguing that this litigation supports CUB’s view that “a utility can
recover its undepreciated investment in retired assets if the retirement is found to be in

the public interest, but the utility cannot earn a profit—instead the utility is limited to the

27 In the Matter of PacifiCorp, dba Pacific Power, Request for a Gen. Rate Revision, Docket No. UE 374,
Order No. 20-473 at 91 (Dec. 18, 2020).

28 d.

2/d.

30 Id. at 89-90.

31/d. at 91.

32 Docket No. UE 374, Order No. 21-090 at 8 (Mar. 29, 2021).

33 /d.
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time value of money.”3* Although the Trojan decisions did not explicitly address group
depreciation, it is the Company’s understanding that the components of the Trojan facility
would have been depreciated in a group account.®® Upon the complete cessation of
operations at the Trojan facility, all of the assets in the Trojan group account would have
been retired, ending the Trojan group depreciation account entirely.3® Clearly, the
complete termination of a group depreciation account, resulting in the end of the account,
is a different scenario than the gradual retirement of assets in a group account over time.
Thus, the Trojan cases also do not establish a general Commission policy of removing
retired assets in group depreciation accounts from rate base, absent termination of the

group account.
2. The Commission should reject CUB’s proposal because it would
require NW Natural to switch from group depreciation to unit

depreciation, which would be an unprecedented shift from an industry
norm, and would also be unworkably burdensome and less accurate.

As discussed previously, to implement its recommendation that NW Natural place
plant retired due to electrification in a regulatory asset where it can earn interest at a rate
representing the time value of money, CUB recommends that NW Natural track the
beginning of service date for every customer address so that, if that customer were to
leave NW Natural’s system in the future, NW Natural could calculate the undepreciated
investment associated with the capital assets used for only that individual customer (for
purposes of then moving that investment into a regulatory account).3” While it is possible

to track the beginning of service date, individually tracking the related depreciation and

34 CUB/200, Jenks/9-10; see also CUB/100, Jenks/17.

35 NW Natural/3000, Spanos-Wilson-Kravitz/12; NW Natural/3600, Spanos-Wilson-Kravitz/11.
36 Id.

37 CUB’s Position Statement at 3; CUB/100, Jenks/24; CUB/200, Jenks/5.
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accounting data for service lines or other assets over time (i.e., moving to unit
depreciation) would be needed to implement CUB’s recommendation that accumulated
depreciation for individual assets be calculated upon their retirement.3® The exercise of
recording and updating these data over time for individual assets would be exceptionally
burdensome and likely inaccurate, as it would require different (and significantly more
detailed) accounting treatment for assets like services and meters associated with
individual customers, while leaving in place NW Natural’s group depreciation
methodology for assets that serve multiple customers.3?

Group depreciation is the standard depreciation methodology for electric and
natural gas utilities of NW Natural’s size nationally, for good reason. Group depreciation
is the most practical and accurate way to track values associated with myriad assets and
asset types, because it simplifies the accounting process and smooths out any
differences caused by over or under depreciation.*® Utilizing unit depreciation as an
alternative to group depreciation is contrary to accounting guidance and is unworkable
when applied at the scale of millions of assets.*! In addition, specific depreciation inputs
such as cost of removal and gross salvage may not be identifiable at the asset level when
an asset is retired, potentially at the same time as several other assets within a combined
work order.4?

Utility accounting guidance cautions against using both unit depreciation and group

depreciation (as CUB suggests), for two reasons: 1) because of the difficulty of assigning

38 NW Natural/3600, Spanos-Wilson-Kravitz/20.

39 /d. at 2-3, 19-21.

40 See, e.g., NW Natural/3000, Spanos-Wilson-Kravitz/3-4.

41 Id. at 3 (quoting Robert L. Hahne & Gregory E. Alief, Accounting for Public Utilities § 6.04 (2024)).
42 |d. at 7-8.
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specific inputs to an individual asset in a group account; and 2) because doing so cannot
guarantee that full recovery of depreciation amounts can be achieved. Additionally,
implementing unit depreciation for—at a minimum—all of the Company’s service lines
and meters on a going-forward basis would be resource-intensive, and the Company
presently does not have adequate resources to carry this out.*®*  Specifically,
implementing CUB’s proposal would require NW Natural to hire additional staff in the field
and in accounting roles, as well as purchase and implement different software.** Thus,
adopting CUB’s proposal would be unworkably burdensome and without any added
benefit, particularly considering that the problem that CUB is attempting to solve for is
already solved through depreciation studies, which provide a regular opportunity to
examine and update the lives of the assets in each group.4® Without any added benéfits,
the additional resources, expense, and effort required to implement CUB’s proposal are
not justified.46

In addition to the technical implementation challenges associated with CUB'’s
approach, there are also other practical impediments. For instance, Staff has noted that
“[ilt is not clear that it is appropriate to retire service pipe when a customer leaves the
system as the customer could be discontinuing service because they are moving, which
means a new customer may take their place.”*” NW Natural also explained in testimony
that a customer request to disconnect service does not necessarily mean that the related

service will be retired, and further, that properties often change ownership, so just

43 NW Natural/3600, Spanos-Wilson-Kravitz/20.

44 Id. at 19-20; NW Natural/3000, Spanos-Wilson-Kravitz/34.
45 NW Natural/3600, Spanos-Wilson-Kravitz/20.

46 Id. at 19-20.

47 Staff’s Position Statement at 2 (July 15, 2025).
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because one property owner decides to terminate service, that does not mean the service
line is indefinitely no longer useful.4®
Problematically, if the Commission were to adopt CUB’s proposal, it would unwind
a standard utility practice, which could have far-reaching implications beyond this rate
case proceeding, since it would raise questions about the ongoing validity of the use of
group depreciation by all other gas and electric utilities subject to the Commission’s
jurisdiction.*® Such an unwinding would also be unprecedented on a national scale;
NW Natural is not aware of any other public utility commission in the country that has
approved a similar proposal.’® To the contrary, other public utility commissions regularly
find the group depreciation methodology to be reasonable and/or that unit depreciation is
impractical.®!
3. The Commission can reject CUB’s proposal without further
consideration because its premise—that electrification is occurring at

a significant scale—is flawed and contrary to the evidence in the
record.

CUB'’s proposal rests on a flawed and unsubstantiated assumption—that large-

scale electrification of NW Natural’s customer base is imminent.52 The record provides

48 NW Natural/3600, Spanos-Wilson-Kravitz/18-19.

49 Id. at 22.

50 Id. at 17.

51 See, e.g., In the Matter of the Application of Hawaii Water Service Co., Inc. for a Gen. Rate Increase for
its Ka’anapali Division and for Approval of Revisions to its Tariff, Docket No. 2015-0230, Decision and Order
No. 33908, 2016 Haw. PUC LEXIS 434 at *24-26 (Haw. P.U.C. Sept. 12, 2016) (finding a stipulation in
which parties agreed to utilize group depreciation instead of unit depreciation reasonable because “[t]he
application of group depreciation rates allows for uniform depreciation to groups of similar property instead
of performing extensive depreciation calculations on an item-by-item basis”); In the Matter of the Application
of Michigan Bell Telephone Co. for Authority to Implement the Equal Life Group Depreciation Method, Case
No. U-8911, Opinion and Order, 1989 Mich. PSC LEXIS 162 at *4 (Mich. P.S.C. June 6, 1989) (stating that
“unit depreciation [is] a procedure that is impractical because [a utility’s] assets number in the millions”); In
Re: 1993 Depreciation Study by Gulf Power Co., Docket No. 930221-El, Order No. PSC-93-1808-FOF-EI,
1993 Fla. PUC LEXIS 1636 at *9 (Fla. P.U.C. Dec. 20, 1993) (stating that while “unit depreciation is ideally
perfect[,]... with the detail[ed] record keeping and specific projections for life and salvage required for unit
depreciation, this process has not been considered practicable, which led to the industry practice of using
group depreciation”).

52 CUB/100, Jenks/26; CUB/200, Jenks/15.
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no support for this claim. Because this premise is mere speculation, the Commission has
no obligation to entertain it further or to address CUB’s related inquiry into whether
electrification serves the public interest.

Although CUB claims its proposal is necessary to address stranded assets caused
by electrification, CUB glosses over whether electrification is actually happening on a
significant scale. In its testimony, CUB refers to “[a]Jnecdotal evidence” about whether
electrification is happening on NW Natural’'s system and speaks in hypothetical terms,
stating that stranded assets would become a concern “if electrification accelerates.”®® As
CUB admits, though, customer growth on NW Natural's system continues to outpace
customer losses.> AWEC agrees that “[t]here is no credible evidence of a widespread
departure from Oregon’s gas system in favor of electrification.”® As there is no evidence
that widespread electrification is happening now, or will happen imminently, the problem
CUB'’s proposal seeks to address—i.e., the possibility that NW Natural’'s assets could
become stranded en masse—is not a real or ripe issue.® Moreover, if customers were
to leave the system in larger numbers, the related assets would be retired, and the
Company’s depreciation studies would capture this change, resulting in an adjustment to
the lives of the assets. Thus, CUB’s proposal amounts to a false solution in search of a

problem.

53 CUB/100, Jenks/22; CUB/200, Jenks/16.

5 CUB/100, Jenks/22.

5 AWEC's Position Statement at 2 (July 15, 2025); AWEC/200, Mullins/24-25.
5% NW Natural/3400, Rush-Kravitz/16.
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4. There is no legal or factual basis to find that electrification is in the
public interest.

The Commission need not reach the question of whether electrification is in the
“‘public interest” under ORS 757.140(2)(b) because the legal and factual foundations of
CUB'’s proposal are flawed. As discussed above, group depreciation complies with the
used and useful standard, and electrification of NW Natural’'s customers is not occurring
at a scale that would call into question the continued use of the underlying assets.
Additionally, switching from group depreciation to unit depreciation would be an
unprecedented shift from an industry norm, and would also be unworkably burdensome
and less accurate.

Even if the Commission were to engage with CUB’s request for an advisory
statement on the public interest, the record does not support such a finding, so CUB has
not met its burden to demonstrate that electrification satisfies the public interest standard
under ORS 757.140(2)(b).>" In prior cases, the Commission has applied that provision
to evaluate whether a utility-supported asset retirement benefits customers.® CUB'’s
proposal does not involve an actual or proposed retirement, nor does it offer a framework

for applying the public interest standard to hypothetical retirements not supported by the

57 In a rate case, the party that initiates a rate change typically has the burden of proving that its proposed
rates are just and reasonable. See ORS 757.210; In the Matter of PacifiCorp, dba Pacific Power, Request
for a Gen. Rate Revision (UE 433), Deferred Accounting Related to Wildfire Damage and Restoration Costs
(UM 2116), Deferred Accounting for Operating Costs and Capital Investments to Implement the Company’s
Distribution System Plan (UM 2220), and Deferred Accounting of Deer Creek Mine Royalty Payment Costs
(UM 2161), Docket Nos. UE 433/UM2116/UM 2220/UM 2161, Order No. 24-447 at 5 (Dec. 19, 2024); In
the Matter of a Rulemaking Proceeding to Adopt Procedures and Standards for Reviewing Gas Util. Rates
in the Context of Purchased Gas Adjustment Mechanisms, Docket No. AR 357, Order No. 99-284 at 3, 6
(Apr. 21, 1999). However, when a utility initiates a rate case but another party adds a new proposal to the
case that was not raised in the utility’s original filing, then that party bears the burden of proof on its proposal.
See In the Matter of Portland Gen. Elec. Co., Request for a Gen. Rate Revision, Docket No. UE 394, Order
No. 22-129 at 4 (Apr. 25, 2022) (“As the petitioner in this rate case, PGE has the burden of proof. With
respect to the deferral associated with Boardman's retirement, as the applicants who filed the deferral
request, AWEC and CUB bear the burden of proof.”).

58 See, e.g., Docket No. UE 374, Order No. 20-473 at 85, 91.
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utility. Nor does CUB provide evidence by which the Commission could assess the costs
or customer benefits of such retirements, relying instead on generalized assertions about
climate change and emissions reductions. Unsupported assertions cannot serve as a
basis for a Commission finding, and CUB’s unsupported assertions are contradicted for
the following reasons.

a. Electrification is contrary to the public interest because it may

increase emissions, and there is no evidence that electrification
would reduce emissions.

As support for its proposed finding, CUB suggests the following logic: “[rleducing
carbon is the public policy adopted by Oregon,” and “electrification of households will
reduce carbon emissions.”®® However, CUB does not cite any authority or analysis in
support of its perfunctory statement that home electrification will reduce emissions,°
other than to assert that “climate change is an existential threat and must be addressed
by reducing the combustion of fossil fuels...[,]” and that “combusting methane inside
homes contributes to climate change.”® The problem with CUB’s logic is that CUB
assumes without evidence or analysis that shifting customers from the gas system to the
electric system automatically results in emissions reductions, leaving the Commission to
take CUB’s word for it. This viewpoint is unrealistic and shortsighted because it ignores
the interconnectedness of the gas and electric systems and nuances of the strategies to
meet the State’s emissions reductions policies, instead reflecting a positional bias in favor
of reducing the role of the gas system despite having provided no credible analysis to

back it up.

59 CUB/100, Jenks/24; CUB/200, Jenks/22.
60 See generally CUB/100, Jenks; CUB/200, Jenks.
61 CUB’s Position Statement at 3.
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The Commission should not ignore the interconnectedness of the gas and electric
system, and it cannot simply take CUB’s word for it that building electrification will reduce
emissions. Instead, the Commission must resolve this case based on the evidence in the
record. In its testimony, the Company explained that one of the Coalition’s exhibits shows
that the electric sector’s emissions in Oregon are already twice as much as the emissions
from direct use of natural gas.®? The Company also presented a detailed analysis
showing that pursuing building electrification in NW Natural’s territory by installing electric
heat pumps would not reduce emissions—it would actually likely increase emissions.53
This is largely because electrification of NW Natural’s load would create growth on the
electric system, particularly during the winter heating season, when NW Natural
experiences most of its load and when electric heat pumps are less energy efficient.6* In
those months, the marginal resources used to serve incremental load on the electric
system are not likely to be renewable, due to the scarcity of wind and sunlight, as
demonstrated by NW Natural’s evidence showing much higher amounts of generation
from coal and natural gas than from solar on the electric grid during the January 2024
cold snap in the region.®® In asking the Commission to find that electrification is in the
public interest, CUB asks the Commission to ignore the evidence showing that
electrification is just as likely (or perhaps more likely) to impede any statewide emissions

reduction policy than it is to advance such a policy.

62 NW Natural/3400, Rush-Kravitz/52 (citing Coalition/100, Apter-Prihoda/19; Oregon Department of
Energy, 2024 Biennial Energy Report at 64 (Nov. 2024) (available at: https://www.oregon.gov/energy/Data-
and-Reports/Documents/2024-Biennial-Energy-Report.pdf)).

63 NW Natural/1700, Rush-Kravitz/43-46.

64 Id. at 43-44; NW Natural/3400, Rush-Kravitz/42-46.

65 NW Natural/3400, Rush-Kravitz/43-44; see also Coalition/303, Apter-Prihoda/20 (PGE’s 2023 CEP/IRP
Update stating that non-emitting generation is scarce during the winter and will be for the foreseeable
future).
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b. Electrification is contrary to the public interest because NW Natural's
system supports the reliability of the regional energy system.

CUB'’s request that the Commission find that electrification is in the public interest
is also contradicted by the reliability of NW Natural’'s system, which provides value not
only directly to its customers but also to the regional energy system as a whole.
NW Natural is the largest standalone gas utility in the Pacific Northwest, and it has over
20 billion cubic feet of natural gas storage at its three storage operations that allow it to
reliably and affordably provide energy to its customers on the coldest winter days.5¢
During the January 2024 cold snap mentioned previously, NW Natural delivered
55 percent more energy than Oregon’s two largest electric utilities combined on the peak
hours.5” And on the coldest winter days, NW Natural's system meets 90 percent of the
energy needs for its residential space and water heat customers.5®

Given the existing resource adequacy challenges in the Pacific Northwest—
including a winter peak deficit of approximately 2,500 megawatts (“MW”) in 2025 that will
grow to 13,700 MW in 2034, as well as the “soaring” power demands of data centers—
the capacity value that NW Natural provides would be extremely difficult to replace with
electric solutions, especially in the midst of a trend of electric utilities increasingly using
natural gas for power generation.®® For context, the Northwest Power and Conservation
Council estimates that the region will need between 4,000 average MW (“aMW?”) and
6,500 aMW of additional generation by 2030, which is enough to power 3 million or

5 million homes, respectively, though there are currently 1.88 million housing units in the

66 NW Natural/100, Palfreyman-Kravitz/3-4.
67 Id. at 5.

68 /d. at 7.

69 Id. at 7-10.
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entire state of Oregon.”® In addition, NW Natural serves commercial and industrial
customers whose use of natural gas simply cannot be electrified at any price with current
technology.”

C. Electrification is contrary to the public interest because it would likely
increase costs.

Moreover, CUB’s argument that the Commission should find electrification to be in
the public interest ignores NW Natural’s evidence showing that former NW Natural
customers’ energy costs would likely increase if they were to electrify, as discussed in
greater depth below in response to the Coalition’s proposals.” In fact, in discovery, CUB
admitted that it is not claiming that electrification is less expensive than continuing natural
gas service.”® The record also shows that the average NW Natural residential bill is
currently lower than it was twenty years ago without adjusting for inflation, and after
adjusting for inflation, the average residential bill is almost 40 percent lower than it was in
2005.74 Additionally, because of the introduction of NW Natural’s generous bill discount
program, low-income customers’ average bills have decreased by even greater amounts
and are up to 84.1 percent less than the average 2005 bills.”> Thus, NW Natural’s service
will remain affordable into the future, even if NW Natural were to experience an increase
in its near-term costs associated with emissions reductions.”® The cost pressures that
customers would feel if they were electrified would only be further exacerbated if the

electric system were forced to serve winter peak demand without the natural gas

70 d. at 9.

d. at7.

72 NW Natural/1700, Rush-Kravitz/30-43.
73 NW Natural/3406, Rush-Kravitz/2.

74 NW Natural/1700, Rush-Kravitz/30-31.
75 Id. at 31.

6 Id. at 40.
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system.”” In sum, there is absolutely no evidence in this proceeding that the Commission
could rely upon to find that electrification would be in the public interest, as CUB proposes.
Furthermore, NW Natural’s continued affordability also reduces the risk of a hypothetically
declining customer base causing a trend of stranded assets as suggested by CUB (which,
as explained above in Section 11.B.3, is not actually occurring).”® Finally, as AWEC points
out, CUB has not provided the cost impact of its proposal on customers, leaving the
impacts of CUB’s proposal on customers uncertain and providing the Commission with
no basis to find that implementing the proposal would be in the public interest.”®

d. The Climate Protection Program (“CPP”) does not provide a basis to
find that electrification is in the public interest.

CUB also argues that the CPP supports its request that the Commission find
electrification to be in the public interest, because the CPP reflects that Oregon has
adopted a public policy of “[rleducing carbon.”® The Company refutes this argument in
greater detail below in Section 1l1.D.1, responding to the Coalition’s proposals. Briefly,
however, the CPP is a set of regulations promulgated by the Oregon Department of
Environmental Quality (“DEQ”), and as such cannot broaden the Commission’s authority
beyond the authority delegated to it by the Legislature. Secondarily, the CPP does not
direct how emissions reductions should occur, and in fact, allows for the use of emissions-

reducing gaseous fuels. Therefore, the CPP cannot be said to support electrification as

7 |d.

78 |d. at 40-41.

9 AWEC'’s Position Statement at 2; AWEC/200, Mullins/24-25.
80 CUB/100, Jenks/24; CUB/200, Jenks/22.
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opposed to any other method of emissions reduction. In sum, the CPP neither authorizes
nor supports a Commission finding that electrification is in the public interest.®

e. CUB'’s proposal in this case is undermined by its advocacy in other
cases.

Additionally, NW Natural notes that CUB’s positions in this proceeding regarding
whether electrification of gas load is occurring, and what the Commission should do about
it, are not fully consistent with positions CUB has expressed elsewhere. In its Initial
Comments on Portland General Electric Company’s (“PGE”) 2024 Distribution System
Plan (“DSP”), which CUB filed within a month of its Rebuttal Testimony in this proceeding,
CUB indicated uncertainty regarding whether electrification is occurring and what to do
about it.82 CUB recommended that the Commission “provide guidance to facilitate joint
utility future scenarios to ensure beneficial electrification[,]’8% thereby implicitly
recommending joint planning as an approach, despite its testimony in this proceeding
supporting “substituting clean electricity for methane.”84

A throughline to CUB’s Initial Comments in PGE’s DSP case and its advocacy in
this proceeding, though, is the mistaken view that overlap between the natural gas and
electric systems is redundant or undesirable.®> This view is objectively wrong, because

gas is a fuel of choice, so there has always been overlap between gas and electric

81 CUB also references Staff’s report in docket UG 2178, the Commission’s natural gas factfinding docket,
in support of its claim that “the Commission [has] signaled that changes to depreciation methods may be
necessary to address electrification[.]” CUB/200, Jenks/16. However, Staff’s report in docket UM 2178
does not recommend that the Commission adopt any electrification proposals, and the Commission did not
take any action on the report. NW Natural/1700, Rush-Kravitz/29-30 (citing In the Matter of Oregon Pub.
Util. Commission Staff, Natural Gas Fact Finding per Executive Order 20-04 PUC Year One Work Plan,
Docket No. UM 2178, Staff’'s Final Report to Conclude Agency’s Natural Gas Fact Finding Investigation
at 10, 37-38 (Jan. 31, 2023)).

82 NW Natural/3801 at 1.

83 Id. at 13.

84 CUB/200, Jenks/12.

85 NW Natural/3801 at 12-13.
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customers, and those systems have not been regarded as “redundant.” Additionally,
“synergies” between the gas and electric systems “can reduce cost, improve reliability
and decrease carbon emissions through consideration of coordinated and/or joint
integrated resource planning, investment and operations[.]’8 Thus, the zero-sum view
of the electric and gas systems demonstrated by CUB'’s (and the Coalition’s) advocacy in
this docket is short-sighted because it ignores how the gas and electric systems
complement each other—particularly during the winter months—and work better together
to reduce emissions.®” By assuming that all gas load must be transitioned to the electric
system, CUB’s (and the Coalition’s) recommendation may actually harm customers and
impede emissions reductions, as AWEC appears to agree.®® Finally, suggesting that
there should not be overlap between the gas and electric systems in the future ignores
NW Natural’s duty to serve, which is discussed in infra Section 111.B2.

Additionally, CUB’s sweeping proposal that the Commission make a statement that
electrification is in the public interest is unsupported and contrary to a definition of
“beneficial electrification” that CUB has advanced in other Commission proceedings: “for
electrification to be considered beneficial, it must meet one or more of the following
conditions without adversely affecting the other two: 1) Saves consumers money over the
long run; 2) Enables better grid management; or 3) Reduces negative environmental
impacts.”® While NW Natural does not endorse or support this definition, it bears noting

that CUB has not provided any evidence that the electrification could be considered

8 NW Natural/3402, Rush-Kravitz/4.

87 NW Natural/1700, Rush-Kravitz/39.

88 AWEC's Position Statement at 2 (“Such a requirement would be premature and harmful to customers for
both existing customers and the energy system.”).

89 NW Natural/3801 at 13.
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beneficial according to this standard—and to the contrary, NW Natural has demonstrated
that electrification would likely be more costly for customers, threaten to compromise
resource adequacy during peak winter heating conditions, and will not likely advance the
State’s emissions reductions objectives, considering the scarcity of renewable resources
during the winter heating season.

5. The Commission should avoid constitutional questions.

The Commission should approach CUB’s cost recovery proposal with extreme
caution, as approving it could raise significant constitutional questions. Rate orders are
constitutionally objectionable if they fail to adequately compensate equity holders for the
risks associated with their investments.®® As the U.S. Supreme Court explained in
Duquesne Light Co. v. Barasch, utilities operate as public monopolies providing essential
services and are therefore uniquely dependent on regulatory stability.®! Arbitrary shifts in
rate methodology—particularly those that could expose investors to downside risk while
denying upside benefit—raise serious constitutional concerns.®?

CUB invites that kind of arbitrary shift. CUB proposes upending a long-standing
regulatory accounting practice—group depreciation—that investors rely on to recover
costs over the expected life of utility assets. Under group depreciation, early retirements
are already accounted for in the depreciation rates approved by the Commission. These
rates reflect survivor curves and asset lives established through rigorous depreciation

studies, which the Commission has repeatedly reviewed and found to be fair and

% Duquesne Light Co. v. Barasch, 488 US 299, 308, 312 (1989).
91 /d. at 315.
92 [d.
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reasonable.®® CUB’s proposal would not only contradict those prior findings but could
potentially undermine settled expectations and deny investors the opportunity to earn a
full return on assets retired earlier than anticipated.

In short, CUB’s proposal is not merely a policy shift; it is a departure from
established regulatory principles that could call constitutional questions. The Commission
should reject it.

M. NW NATURAL’S RESPONSE TO THE COALITION’S PROPOSALS

A. Summary of the Coalition’s Proposals

Electrification and TEN pilots and analysis. The Coalition proposes that
NW Natural be required to propose at least one targeted electrification pilot and one TEN
pilot and that the Company should be required to analyze NPAs,%* such as targeted
electrification and TENSs, as a condition for capital investment recovery.®® The Coalition
defines “targeted electrification” as “strategically converting certain areas of the gas
distribution system from natural gas use to electricity[,]’% by “converting key energy uses
such as space heating, water heating, and cooking from gas to electric alternatives.”®” A
TEN is “a connected system of pipes linking multiple buildings to a common thermal
energy source such as geothermal heat, surface water, and waste heat” that work to

“provide space heating, cooling, and hot water to the connected buildings” by connecting

93 To make the change now that CUB requests would be arbitrary and contrary to the Commission’s recent
approvals of the Company’s depreciation studies. /n the Matter of Nw. Natural Gas Co., dba NW Natural,
Updated Depreciation Study, Docket No. UM 2312, Order No. 24-302 (Aug. 29, 2024); In the Matter of Nw.
Natural Gas Co., dba Northwest Natural, Updated Depreciation Study Pursuant to OAR 860-027-0350,
Docket No. UM 2214, Order No. 22-322 (Sept. 7, 2022).

% As the Coalition recognizes, there are several varieties of NPAs, including “demand response, energy
efficiency, electrification of space and water heating, and behavioral programs.” Coalition/200, Moore/6.
But the Coalition’s advocacy in this docket focused on the NPAs of targeted electrification and TENSs.

9% Coalition’s Position Statement at 2 (July 15, 2025); Coalition/200, Moore/24-25, 30; Coalition/400,
Moore/4-5.

96 Coalition/200, Moore/10.

7 [d.

UG 520 — NW NATURAL'S OPENING BRIEF PAGE 25



10

11

12

13

14

15

16

17

18

19

to ground-source electric heat pumps in each building.¢ The Coalition—without
evidence—asserts that targeted electrification and TENs can be less costly than natural
gas distribution infrastructure and reduce greenhouse gas emissions.%

OLIEE. The Coalition also requests that the Commission modify Schedule 320 to
force the Company to make OLIEE funds available to purchase electric heat pumps as a
replacement for customers’ non-functioning or red-tagged heating equipment.'® The
OLIEE program delivers energy efficient retrofits, high-efficiency gas equipment, and
energy education at no cost to income eligible customers.’ It is funded through a
designated portion of NW Natural's Schedule 320, the Public Purposes Funding
Surcharge, and projects are delivered through NW Natural’'s partnerships with CAP
agencies and through the Open Solicitation Program.'%2 The purpose of the OLIEE
program is to improve household health and comfort, reduce utility shutoffs, preserve the
durability of low-income housing stock, and maximize savings.'® OLIEE funds are also
approved for upgrading appliances that no longer work or are marked as unsafe to
operate (commonly referred to as "red tagged" appliances).'® Schedule 320 specifies
the energy efficiency measures that OLIEE funds may be used for.'® Currently—and
appropriately, given that it is funded through gas customers’ rates—Schedule 320 reflects
that qualifying customers with non-functioning or red-tagged heating equipment may

utilize OLIEE funds to replace that equipment with a high-efficiency gas furnace.%®

%8 Id. at 26-27.

99 Coalition/400, Moore/16-17.

100 Coalition/300, Apter-Prihoda/5.
101 NW Natural/1800, Tanaka/15.
102 NW Natural/200, Tanaka/13-14.
103 NW Natural/1800, Tanaka/15.
104 Id

105 Coalition/105, Apter-Prihoda/4.
106 Id
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B. The Commission Does Not Have the Authority to Adopt the Coalition’s
Proposals

1. The Commission must obtain gas service for customers, not take it
away.

The Commission cannot adopt the Coalition’s proposals without violating its
statutory duty to obtain service for NW Natural’'s customers. ORS 756.040(1) imposes
an affirmative obligation on the Commission to ensure that customers receive adequate
utility service—not to eliminate it. NW Natural is a gas-only utility, and the “service” it
provides under Oregon law is gas distribution.'®” The “product served” is gas.'%® Nothing
in the Commission’s enabling statute authorizes it to require NW Natural to reduce or
withdraw that service.

Yet that is precisely what the Coalition’s proposals would do. By advocating for
Commission direction requiring NW Natural to decommission gas infrastructure and
transition customers to electric heating—whether through targeted electrification, TENs,
or modifications to the OLIEE program—the Coalition seeks to reduce the number of
customers receiving gas service. That outcome is irreconcilable with the Commission’s
mandate under ORS 756.040(1). The statute directs the Commission to obtain service
for customers, not to take it away. Adopting the Coalition’s proposals would invert that

mandate and exceed the Commission’s lawful authority.

107 For purposes of ORS 756.040, “[s]ervice’ is used in its broadest and most inclusive sense and includes
equipment and facilities related to providing the service or the product served.” ORS 756.010(10).

108 At the risk of stating the obvious, NW Natural does not provide electric service and nothing in the
Commission’s enabling statutes (or any other statute) authorizes the Commission to require NW Natural to
reduce or withdraw its gas service, or to provide electric service when the Company is in a fact a gas-only
local distribution company.
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2. NW Natural must provide gas service to new customers and continue
to provide gas service to existing customers.

It is long established in Oregon statutes and common law that utilities like
NW Natural must serve all new customers and continue to provide service to existing
customers, subject to limited exceptions inapplicable here.'® This “duty to serve,” which
the Commission is obligated to enforce, does not permit the Commission to order the
refusal or discontinuance of utility services.''®
The common law and statutory boundaries on the Commission’s authority to deny
new and existing customers utility services are hard and fast:
o ORS 757.020 and OAR 860-023-0005 require utilities to provide safe and
reliable service and maintain their systems in order to do so. Under
ORS 757.020, “[e]very public utility is required to furnish adequate and safe
service, equipment and facilities, and the charges made by any public utility
for any service rendered or to be rendered in connection therewith shall be
reasonable and just, and every unjust or unreasonable charge for such
service is prohibited.” ORS 757.020 is implemented by OAR 860-023-0005,
which provides that “[e]lach energy utility ... must have and maintain its
entire plant and system in such condition that it will furnish safe, adequate,
and reasonably continuous service.”
. ORS 756.200(3) applies the common law duty to serve to NW Natural and

all other public utilities in Oregon, except to the extent those common law

09 See infra Section 111.B.3.

110 See In the Matter of PacifiCorp, dba Pacific Power, Advice No. 23-018 (ADV 1545), Modifications to
Rule 4, Application for Electrical Serv., Docket No. UE 428, Order No. 24-155 at 6 (May 30, 2024)
(describing the regulatory compact as “in some ways a series of quid pro quos between customers and the
regulated utility”).
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duties conflict with the Oregon Constitution or statutes. Exceptions to the
duty to serve are limited and explicitly defined by Commission statute and
related regulations.
. Under ORS 756.040(1) and (2), the Commission has authority to direct a
utility to take action to provide adequate service for its customers. '’
Recognizing these mandates, the Commission has consistently enforced a broad
duty to serve, including by narrowly construing the exceptions to it, and recognizing that
the duty to serve runs to future customers in addition to current customers. Recently, in
Order No. 24-447, the Commission again endorsed a broad view of the duty to serve and
narrowly interpreted an exclusion to the duty to serve. There, the Commission rejected
proposed tariff revisions that would have authorized a utility to deny large load requests
at congested interconnection points on its system.''? Although the Commission stated it
was not formally deciding that the tariff revisions violated the utility’s duty to serve under
ORS 757.020, it stated “it favor[ed] the view” that they did. '3 The Commission narrowly
applied the exception to the duty to serve set forth in OAR 860-021-0335(7), which
requires energy utilities to reject applications for service if the utility lacks adequate
facilities to render the service applied for, or if providing the service would impair service
to other customers. The Commission held that the risk of a large, speculative load request
not generating sufficient revenue after interconnection and/or causing problems at highly

congested interconnection points did not present a circumstance where a utility “lacks

1 Under ORS 756.040(1), the Commission's general powers and duties include the obligation to obtain for
the customer of a utility "adequate service at fair and reasonable rates." To this end, "[t]he commission is
vested with power and jurisdiction to supervise and regulate every public utility and telecommunications
utility in this state, and to do all things necessary and convenient in the exercise of such power and
jurisdiction." ORS 756.040(2).

"2 Docket No. UE 433, Order No. 24-447 at 113-14.

"3 Jd. at 113.
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adequate facilities to render the service applied for or if the desired service is likely to
unfavorably affect service to other customers.”''* The Commission’s interpretation of the
duty to serve in Order No. 24-447 shows that the duty to serve is robust and nearly
absolute, as the tariff revisions the Commission rejected in that Order would have
authorized the utility to reject service requests only at particular interconnection locations,
not to reject service requests in their entirety.

Similarly, in the telecommunications context, incumbent local exchange carriers
(“ILECs”) have carrier of last resort (“COLR”) obligations that are analogous to
NW Natural's duty to serve,'”™ and the Commission has analogous authority to
ORS 756.040(1) to represent the customers of investor-owned ILECs and the public
generally in its oversight of investor-owned ILECs’ rates and service, and to “obtain ...
adequate service at fair and reasonable rates.”'® In a report to the Legislature, the
Commission summarized its regulatory role in regard to COLR obligations and stated that
while it could “waive numerous statutory provisions in order to reduce the regulatory
burden on the utilities,” such authority “does not give the PUC the authority to waive COLR
obligations.”""” Instead, the limited circumstances in which it is permissible to waive an

ILEC’s COLR obligations are set forth in ORS 759.506(3)."18

4 |d. at 113-14 (“While PacifiCorp is correct that there are limitations to its obligation to serve under
ORS 757.020, the situation presented here would give PacifiCorp too much unilateral discretion, pose too
large a risk of discrimination, and have too significant a consequence for the customer to be an appropriate
general limitation on the obligation to serve.”).

115 See ORS 759.500 et seq.; ORS 759.506(1).

116 ORS 756.040.

"7 Oregon Public Utility Commission, Carrier of Last Resort (COLR) Report to the 2020 Legislature at 8
(Sept. 15, 2020) (emphasis in original) (available at: https://www.oregon.gov/puc/forms/Forms%20and%2

OReports/COLR-Final-Report-PUC.pdf).

118 ORS 759.506(3) reads:

The commission, upon petition from a telecommunications utility, cooperative corporation
or municipality, may exempt the telecommunications utility, cooperative corporation or
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The Office of the Attorney General of the State of Oregon has also confirmed that
the utility duty to serve is nearly absolute and “subject to very narrow exceptions” that
may place conditions on utility service, but do not allow utilities to deny service completely
in the furtherance of policy goals.''® In an Opinion addressing a question from the Pacific
Northwest Electric Power and Conservation Planning Council (“Council”) regarding
whether electric utilities can refuse to provide energy services to homes that do not meet
the Council’'s model conservation standard (hereinafter, “AG Opinion”) the Attorney
General concluded that they could not, because there is “no common law authority for the
proposition that a public utility may deny service in order to promote energy
conservation[,]” and no Oregon statute “expressly authorize[s] denial of service by
regulated utilities in order to promote energy conservation.”'?® Relevant here, the Opinion

recognized that the Legislature’s adoption of an Oregon state policy of energy

municipality from the obligations described in this section if the commission finds, for a
property with four or more single-family dwellings, that the owner or developer of the
property, or a person acting on behalf of the owner or developer:

(a) Permits an alternative service provider to install its facilities or equipment used to
provide local telecommunications service based on a condition of exclusion of the
telecommunications utility, cooperative corporation or municipality during the
construction phase of the real property;

(b) Accepts or agrees to accept incentives or rewards from an alternative service provider
that are contingent upon the provision of any or all local telecommunications services
by one or more alternative service providers to the exclusion of the telecommunications
utility, cooperative corporation or municipality; or

(c) Collects from the occupants or residents of the property mandatory charges for the
provision of any local telecommunications service provided to the occupants or
residents by an alternative service provider in any manner, including, but not limited to,
collection through rent, fees or dues.

119 See Attorney General Letter of Advice to Michael W. Grainey (OP-6139), 1987 Ore. AG LEXIS 34 at *5
(July 27, 1987) [hereinafter, “AG Opinion”].

120 |d. at *2, *5-6. The AG Opinion reasoned that public utilities in Oregon have a common law and statutory
duty “to provide service to all members of the public they hold themselves out to serve” that can only be
modified expressly by the Oregon Constitution or statutes. /d. at *3. The AG Opinion also noted that the
duty to serve is subject to “very narrow exceptions,” such as statutes that “allow utilities to impose
reasonable conditions upon present or future customers.” Id. at *5.
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conservation did not constitute “authoriz[ation] [for] investor-owned utilities [(“IOUs™)] to
deny service based upon energy conservation criteria.” %!

The Coalition’s proposals are inconsistent with these long-established legal
principles and precedent interpreting them. The duty to serve is an affirmative obligation
that the Commission cannot waive absent explicit statutory authority. As discussed in
greater depth below, state agencies such as the Commission possess only the authority
conferred on them by legislation, and that authority is circumscribed by their authorizing
legislation and their own regulations.'??> Agencies “ha[ve] no functions or duties apart
from those conferred by [their] enabling legislation.”’?3 Here, there is no authority for the
Commission to order NW Natural to “convert[] key energy uses such as space heating,
water heating, and cooking from gas to electric alternatives”'?* or for NW Natural to
implement such an order.

3. The Coalition has not identified any exception to the duty to serve
applicable to its proposals.

Exceptions to the duty to serve are limited to those set forth by statute and in
related regulations. The Coalition does not even attempt to fit their proposals into an
exception to the duty to serve recognized by the Commission’s regulations or set forth in

statute, as indeed, none of the exceptions apply here.

21 |d. at *6.

22 PNW Metal Recycling, Inc. v. Or. Dep't of Env't Quality, 371 Or 673, 676, 540 P3d 523, 527 (2023); City
of Klamath Falls v. Env’t Quality Comm’n, 318 Or 532, 545-46, 870 P2d 825, 833 (1994); State v. Or. Health
& Scis. Univ., 205 Or App 64, 82, 132 P3d 1061, 1071 (2006); Joyce v. Pub. Emps. Ret. Bd., 209 Or App
289, 292-93, 147 P3d 379, 381 (2006).

123 State v. Or. Health & Scis. Univ., 205 Or App at 82, 132 P3d at 1071; see also PNW Metal Recycling,
371 Or at 676, 540 P3d at 527 (“In all events, an agency's authority is defined by the legislature. An
agency is a creature of statute, and the scope of its substantive power is set forth in and circumscribed by
its enabling statute.”).

124 Coalition/200, Moore/10.
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For example, exceptions to the duty to serve in the Commission’s regulations
address situations such as customer nonpayment or customers’ failure to adhere to state
and city codes and regulations, or when a customer does not cooperate in providing
access to a meter.'? Plainly, such circumstances are inapplicable here.

In addition, statutes governing the Commission’s regulation of retail electricity
direct access demonstrate the type of clear and direct language that the Legislature
employs when waiving and conditioning the duty to serve that is missing for the Coalition’s
proposals. In the direct access context, the Commission is authorized to remove the duty
to serve from electric IOUs and bestow it on electric service suppliers (“ESS”) for
customers that are eligible to take electric service through direct access, but this occurs
through a detailed statutory framework. 28

First, the statutory framework requires electric IOUs to make a cost-of-service rate
option available to all of their customers, including those customers that qualify for direct
access, thus recognizing their duty to serve.'?” Second, the Commission is explicitly
authorized to waive an electric IOU’s duty to make available cost-of-service rates for those
of its customers that qualify for direct access.'® The statute provides several evidentiary

and due process-oriented requirements that must be met each time the Commission

25 OAR 860-021-0335 enumerates the permissible grounds for energy utilities to refuse to provide service:
(1) nonpayment (subject to conditions); (2) failure to comply with “state and city codes and regulations
governing service and with the utility’s rules and regulations;” (3) “if, in the best judgment of the utility, the
utility lacks adequate facilities to render the service applied for or if the desired service is likely to
unfavorably affect service to other customers” (in which case it is also permissible for the utility to “materially
change service;”) and (4) “if, in the best judgment of the utility, the facilities of the customer or applicant
cannot provide safe and satisfactory service.” OAR 860-021-0335(1)-(3), (5)-(8). Similarly, OAR 860-021-
0305 sets out the permissible grounds for disconnecting utility service, such as when a customer does not
cooperate in providing access to the meter or dangerous conditions exist at the service premises.

126 ORS 757.603.

127 ORS 757.603(1).

128 ORS 757.603(2)(a). Specifically, the customers that qualify for direct access are “retail electricity
consumer[s] other than residential electricity consumers and small commercial electricity consumers.” Id.
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issues a waiver.'?® In summary, the waiver of electric IOUs’ duty to serve by direct access
is operationalized through a detailed statutory scheme that explicitly grants the
Commission the authority to waive the duty to serve and then specifies the procedural
and evidentiary safeguards that constrain the Commission’s authority to waive the duty
to serve. By contrast, there is no analogous legislative grant of authority waiving or
conditioning the duty to serve for natural gas customers.

C. The Record Does Not Support the Coalition’s Proposals

1. Electrification of natural gas customers would inhibit Oregon’s energy
policy goals of affordability, resource adequacy, and emissions
reductions.

The Coalition argues that, by meeting the demand for energy through methods
such as electrification, utilities can save customers money.'3® However, the record in this
proceeding contains no analyses by the Coalition or any other party showing that
alternative energy sources to natural gas would be cheaper. By contrast, the Company
undertook a detailed comparison of its costs against those of PGE and PacifiCorp, the
two electric utilities that serve 88 percent of NW Natural’s customers in Oregon, and found
that natural gas furnaces were more cost-effective than a range of electric heating
options, including electric resistance heat, ductless heat pumps, and ducted heat
pumps.’!" NW Natural's conclusions comported with the results of third-party analyses,

which similarly found that the costs of electric heat pump installations outweighed the

129 To summarize these requirements, they include “such studies as the commission deems necessary,”
and “notice and opportunity for public comment and hearings regarding the proposed waiver,” and that any
waivers must be “based on the evidentiary record developed through the conducted studies, [and] public
comment and hearings,” which show that an adequate market exists for electricity supplies for retail
electricity customers subject to the waiver. See ORS 757.603(2)(b)-(c).

130 Coalition/200, Moore/8.

31 NW Natural/1700, Rush-Kravitz/33-34.
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benefits and that households will not necessarily save money by using electric heat
pumps. 132

These conclusions are explained—and supported—by an examination of the
actual efficiency of electric heat pumps (as opposed to an electric heat pump’s
manufacturer-stated efficiency), as well as an examination of the per-unit costs of power
and gas. While the Coalition has claimed in testimony that electric heat pumps can reach
300 to 400 percent efficiency,’®? electric heat pumps are very rarely as efficient as
claimed.'* A source cited by the Coalition states that “[a]cross a typical heating season,
a heat pump tends to run at around 250 percent efficiency” and adds that although
“[aldvocates often cite 300 percent ... or greater as a typical heating efficiency ... it's not
the norm.”'3% And Energy Trust of Oregon (“ETO”) studies show that real world energy
savings from electric heat pumps can be 30 percent to 50 percent lower than ETO’s
expected energy savings. '3

Furthermore, an electric heat pump’s energy efficiency, viewed in isolation, is not
informative as to whether using the electric heat pump in the place of gas for heating will
lead to cost savings, because the per-unit cost of energy for an electric heat pump is three
to four times greater than the per-unit cost of gas.’™ NW Natural’s current volumetric
rate of $1.331 per therm converts to approximately 4.54 cents per kWh, less than one

fourth of PGE’s volumetric rate of 18.59 cents per kWh and less than one third of

132 |d. at 36-38.

133 Coalition/200, Moore/12.

34 NW Natural/3400, Rush-Kravitz/27.

135 |d. at 26; Coalition/300, Apter-Prihoda/15 (citing Liam McCabe, How much energy does a heat pump
use? A lot! But less than other HVAC systems, ENERGYSAGE (updated Mar. 22, 2024), (available at:
https://www.energysage.com/electricity/house-watts/how-many-watts-does-an-air-source-heat-pump-
use/)).

136 NW Natural/3400, Rush-Kravitz/27.

137 d. at 26.
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PacifiCorp’s volumetric rate of 14.630 cents per kWh.'3® Thus, even if one assumes that
an electric heat pump is 250 percent or more efficient, that electric heat pump’s efficiency
advantage over a gas furnace is cancelled out by the much higher volumetric cost of the
electricity that the electric heat pump consumes.'3® Additionally, TENs are currently much
more costly than gas service. 40

Electrification would also pose resource adequacy challenges by adding load to
the electric grid during the winter heating season when electric capacity is already limited
and thermal generation is needed to meet demand,’' as explained previously in
response to CUB’s proposal. Similarly, as discussed in greater depth in Section 11.B.4
above, electrification would likely undermine Oregon’s policy goal of emissions
reductions, because Oregon’s electric sector’'s emissions are twice as much as those
from direct use of natural gas, and non-emitting generation during the winter heating
season is scarce.'? Evidence in the record in this proceeding shows that electrifying
NW Natural’'s customers may actually increase emissions and make HB 2021’s targets
harder to achieve, since increased load on the electric system will be served by
incremental (marginal) resources that are not likely to be renewable in the winter when
space heating is most needed.'*® PGE—the state’s largest electric utility—reports that
its simulations of future winter grid conditions show that “thermal generation is deployed
as PGE non-emitting generation is volatile and scarce while market premiums for clean

energy are high,”'** and expresses growing uncertainty regarding its ability to meet

138 |d. at 25-26.

139 Id. at 26-27.

140 Jd. at 25-26, 36-37, 39-40.

41 Id. at 55-57.

42 See, e.g., supra Section 11.B.4; NW Natural/3400, Rush-Kravitz/58.

143 See supra Section I1.B.4; NW Natural/1700, Rush-Kravitz/43-46; NW Natural/3400, Rush-Kravitz/42-46.
44 NW Natural/3400, Rush-Kravitz/45-46 (citing Coalition/303, Apter-Prihoda/20).
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HB 2021 emissions targets according to the HB 2021 timelines while keeping rates
affordable.

Finally, regarding the analysis of NPAs, the Coalition’s proposals are unnecessary.
NW Natural has already committed to studying and continuing to refine in its Integrated
Resource Plans (“IRP”) NPAs that do not require NW Natural to shed customers, such as
NPAs that involve providing gas more efficiently or using demand response measures. 146
Ignoring the Company’s commitment to pursuing these NPAs, the Coalition presupposes,
without evidence, that NW Natural must play a diminished role in Oregon’s future resource
mix. However, such a conclusion is a recipe for failure, given the resource adequacy
limitations facing the electric system, NW Natural’'s continued affordability, the ongoing
growth of NW Natural’s customer base despite net population loss in the state of Oregon,
and the lack of any analysis or data whatsoever in this proceeding regarding the impact
of the Coalition’s proposals on the electric system, among other reasons.'#’

2. The Coalition’s OLIEE proposal is contrary to CAP agency
preferences, unnecessary, and may harm low-income customers.

The Commission should not adopt the Coalition’s OLIEE proposal because it is
contrary to CAP agency preferences and may actually harm the low-income customers it
purports to help. In docket UG 490, the Coalition advanced the same OLIEE proposal it
requests the Commission to adopt in this proceeding. There, the Commission rejected
the proposal, citing concerns about the impact on CAP agencies, among other issues.'#®

The record in this proceeding contains more information about impact on CAP agencies

145 Id. at 47-48 (citing NW Natural/3401, Rush-Kravitz/1).

46 NW Natural/1700, Rush-Kravitz/25-26.

47 Id. at 23, 30-33.

148 In the Matter of Nw. Natural Gas Co., dba NW Natural, Request for a Gen. Rate Revision, Docket No.
UG 490, Order No. 24-359 at 34 (Oct. 25, 2024).
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than what was available in docket UG 490, and this new evidence confirms that modifying
the OLIEE program as the Coalition requests would be extremely misguided, contrary to
CAP agency preferences, and ultimately harmful for low-income customers.

Specifically, in response to outreach from Staff during the pendency of this
proceeding, CAP agencies expressed several concerns about the Coalition’s proposal to
modify OLIEE.™® CAP agencies noted the risk of losing federal funding and
administrative barriers. For example, CAP agencies were concerned that modifying
OLIEE in the way the Coalition recommends could threaten other funding currently
available for low-income customers, due to the layering of federal funds with OLIEE funds
and the prohibition on federal funds being used for electrification.'*® CAP agencies also
informed Staff that specific approval from Oregon Housing and Community Services
(“OHCS”) is required to transition a house from natural gas to electric.'®" CAP agencies
also reported that there were technical barriers to using OLIEE funds for electrification.
Two agencies reported “there are several technical reviews that must occur such as how
the heat pump will interact with the duct systems in the house, leading to challenging
transitions.” %2

NW Natural is not surprised by CAP agencies’ responses to Staff, which are
consistent with the fact that CAP agencies have never suggested at their multiple (up to
five times per year) formal meetings with the Company—or in informal conversations and

meetings—that there is an unmet demand for heat pumps among OLIEE participants.53

149 Staff's Position Statement at 4.
150 NW Natural/3800 at 1-2.

151 |d. at 3.

152 |d. at 4.

153 NW Natural/1800, Tanaka/21-22.
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Indeed, contrary to the Coalition’s framing of its proposal as introducing customer choice,
customers already have the option to electrify, including by accessing other sources of
funding for electric heat pumps that do not come from other NW Natural customers. %
By contrast, funding for natural gas furnaces is significantly more limited; NW Natural is
not aware of any other funding sources for high-efficiency natural gas appliances for low-
income customers in the region.'®® The Commission should not divert the limited funding
pool available for high efficiency gas furnaces through OLIEE to electric heat pumps when
funding outside of NW Natural's customers already exists. %

In addition, electric heat pumps are not cost-effective compared to natural gas. As
discussed previously, NW Natural performed a cost comparison study of electric heating
options, including electric resistance heat and ductless and ducted heat pumps of
different heating seasonal performance factors (“HSPFs”), against natural gas furnaces
with different annual fuel utilization efficiencies (“AFUES”), and found that natural gas
furnaces were less expensive in every instance.'® Similarly, Staff has stated it is
“particularly concerned” with feedback it has received from CAP agencies in discussions
about the Coalition’s OLIEE proposal in this case “that for some customers, heat pumps
create increases in electricity bills that are higher than the customer[s’] current bills for
natural gas.”'®® By contrast, the Coalition admitted in discovery that it did not perform a
comparative bill impact analysis of an electric heat pump versus a high-efficiency gas

furnace in NW Natural’s service territory to confirm its claim that electric heat pumps can

154 NW Natural/3400, Rush-Kravitz/23; NW Natural/3500, Tanaka/5, 7.
155 NW Natural/1800, Tanaka/20.

156 |d. at 20-21.

157 NW Natural/1700, Rush-Kravitz/33-35.

158 Staff/2000, Ayres-Lockwood-Scala/14.
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lower customers’ bills.’®® The Coalition also ignores the steep bill discounts (up to almost
85 percent) available through NW Natural’s bill discount program and bill forgiveness
available through its arrearage management program.’® Bill discounts to this same
extent likely will not be available to low-income customers who are shifted to the electric
system for heating; PGE offers bill discounts that top out at 60 percent and does not have
an arrearage management program.’®’ As also discussed in greater detail previously,
the Coalition’s proposal wholly ignores that electrification does not automatically result in
emissions reductions—instead, it shifts energy consumption to the electric side, which
does not necessarily reduce emissions because electric utilities continue to heavily rely
on natural gas, particularly during the winter heating season. 62

The Coalition attempts to diminish the negative repercussions of its proposal by
repeating that its proposal would only give customers a choice, and it would be unlikely
to impact more than a few dozen customers per year.'®® Even so, it is undeniable that
the Coalition’s proposal would result in removing NW Natural's customers from its
system.’® Due to the affordability of gas service and the funding, administrative, and
technical barriers to electrification, the Coalition’s OLIEE proposal could have a very
significant and harmful effect on such impacted customers. In addition, the Coalition’s
proposal would be a very significant shift away from the purpose of OLIEE, which is to
improve household health and comfort, reduce utility shutoffs, preserve the durability of

low-income housing stock, and maximize savings, not to promote electrification. 16

159 NW Natural/1802, Tanaka/1.

160 NW Natural/1800, Tanaka/24.

161 /d

162 |d, at 23.

163 See, e.g., Coalition/100, Apter-Prihoda/27; Coalition/300, Apter-Prihoda/3, 7.
164 NW Natural/1800, Tanaka/22; NW Natural/3500, Tanaka/5-6.

165 NW Natural/1800, Tanaka/22; NW Natural/3500, Tanaka/5-6.
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To be clear, NW Natural believes that heat pumps have value in displacing electric
resistance heat.’® When paired with gas furnaces, heat pumps can provide meaningful
emissions reductions compared to electric resistance heating, and pairings of heat pumps
and gas furnaces can alleviate resource adequacy concerns that reduced reliance on the
region’s gas utilities are likely to create for the electric grid.'®” However, it is important to
be realistic about heat pumps’ performance and costs. As explained previously, heat
pumps very rarely function as efficiently in the real world as their proponents claim or
reach their manufacturer-stated efficiencies.’® NW Natural strongly disagrees that
modifying the OLIEE program so that the Company is forced to make funds available to
be used to replace gas furnaces with electric heat pumps is legal or a wise policy,
particularly where it will likely harm low-income customers. Instead, NW Natural believes
that leveraging both the electric and the natural gas systems is the best policy for
achieving the policy objectives of affordability, resource adequacy, and emission
reductions.’®® We must move away from a zero-sum mentality that is more focused on
decommissioning the gas system than engaging in how both natural gas and electric
systems can work better together.

3. Electrification studies, pilots, or programs in other states do not
support adoption of the Coalition’s proposals in this proceeding.

The Coalition references several other utilities or public utility commissions that the

Coalition asserts are analyzing or implementing NPA proposals, including targeted

66 NW Natural/1700, Rush-Kravitz/39.

167 |d. at 28, 39.

188 |d. at 44-47; NW Natural/1706, Rush-Kravitz/11 (listing “[i]nstallations where electric resistance heating
is not displaced” as a circumstance of when installing a ductless heat pump “doesn’t create savings”);
NW Natural/3400, Rush-Kravitz/27.

69 NW Natural/1700, Rush-Kravitz/39.
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electrification or TENs."” These examples do not support adoption of the Coalition’s
proposals in Oregon in this case, because as the Company explained in testimony, they
have been voluntary (i.e., through a stipulation), very modest, predominantly involve gas-
electric hybrid utilities, or are in response to a state law or public utility commission
investigation that do not apply in Oregon.'""

Forinstance, the Puget Sound Energy (“PSE”) pilot discussed by the Coalition was
put in place through a settlement and involved a gas-electric hybrid utility. 172 In fact, the
pilot was specifically designed to rely on PSE’s gas system as a backup energy source:
the stipulation stated that “to assist existing gas customers in transitioning to electric
solutions, the pilot may rely upon existing gas appliances for back-up fuel supply (e.g.,
installing new electric-only heat pumps while maintaining existing gas furnaces as backup
fuel supply).”'”® The stipulation also stated that the electrification activities encompassed
by Phase | of the pilot would only be carried out in PSE’s dual fuel service territory. '

Similarly, in the NPA study carried out by the Public Service Company of Colorado
(now known as Xcel Energy) in 2023 that the Coalition cites, Xcel Energy clarified that
“electrification programs were only considered if the Company was the electric service
provider for some, or all of the customers directly served by or impacted by the project,”
because “under our currently-approved DSM Plans, a customer is required to get both

electric and gas service from the Company in order to qualify for electrification rebates.”'”>

170 Coalition/200, Moore/11-18.

171 NW Natural/1700, Rush-Kravitz/29.
172 Coalition/200, Moore/11-13.

173 Coalition/204, Moore/40.

174 Coalition/205, Moore/8-11.

175 Coalition/207, Moore/64.

UG 520 — NW NATURAL'S OPENING BRIEF PAGE 42



10

11

12

13

14

15

16

17

As for the Black Hills Energy example that the Coalition claims involved a “gas-
only” utility pursuing targeted electrification, there, the Colorado Public Ultility
Commission’s decision to require Black Hills to make rebates available for electrification
technologies for customers who chose them was based on an interpretation of the
Colorado Clean Heat Statute and its implementing regulations,'”® both of which have no
analog in Oregon.

4. There is no evidence that NW Natural is presently in a “utility death
spiral.”

Finally, the Coalition’s arguments are based in part on a belief that there will be
rising costs and a departure of customers from the gas system leading to a “death
spiral[,]"'"” but there is no evidence of this happening on NW Natural’s system.'”® In fact,
in discovery, the Coalition admitted it is not claiming in this proceeding that NW Natural is
currently in a “utility death spiral.”'”® To the contrary, NW Natural provided evidence that
it is continuing to experience net customer growth,'8 the Company’s rates remain
affordable (as compared to regional electric utilities and past NW Natural rates),®' and
the gas system plays a crucial role in regional resource adequacy.’® These realities
fundamentally contradict the Coalition’s claims that electrification is cheaper while
reducing emissions and not negatively impacting resource adequacy, because if all of that

were true, building electrification would already be happening on a large scale.'® The

176 Coalition/210, Moore/19.

177 See, e.g., Coalition/200, Moore/8.

78 NW Natural/1700, Rush-Kravitz/32.

179 NW Natural/1702, Rush-Kravitz/1 (“The [Coalition’s] testimony offers a description of the utility death
spiral. The testimony does not state that NW Natural is currently in a utility death spiral.”).

80 NW Natural/1700, Rush-Kravitz/33.

81 Jd. at 30-31; 33-36.

82 |d. at 48-59.

183 NW Natural/3400, Rush-Kravitz/15.
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Coalition also admitted that it has not analyzed what level gas rates would need to rise to
in order to initiate the type of negative feedback loop its proposals are aimed to disrupt.'84
The Coalition’s allusion to a theoretical “utility death spiral” falls flat in the absence of any
supporting evidence and in light of the evidence showing that NW Natural is experiencing
net growth and that its service remains affordable.

The Coalition’s claim that its building electrification proposals will prevent stranded
assets is irreconcilable with NW Natural’'s continued net customer growth, affordability,
and critical contribution to the reliability of the regional energy system. In fact, the
Coalition’s proposals would have the exact opposite effect, because they are—by the
Coalition’s own admission—designed to decommission parts of NW Natural’s system, or
at least have individual customers replace natural gas with electric equipment.' If that
were to occur, at least some of the assets previously providing service to those customers
would be decommissioned before the end of their useful lives.'® Far from preventing a
“death spiral,” the Coalition’s proposals would increase prices on existing customers to
remove other customers and decommission perfectly useful assets that are providing
service, thereby risking the creation of the exact problems the Coalition’s proposals
purport to address.

D. The Coalition Cannot Create Legal Authority Where None Exists

The Coalition—and CUB as well—purport to find authority for the Commission to
adopt their respective proposals where none exists—in a hodgepodge list of statutes,

rules, and policies. None of which authorize the Commission to order a gas utility to take

184 NW Natural/1702, Rush-Kravitz/1.
185 NW Natural/3400, Rush-Kravitz/40-41.
186 Id
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steps towards removing customers from its system, change the nature of the
Commission’s role as an economic regulator of NW Natural, or expand the scope of the
Commission’s authority over NW Natural.’® They do not even demonstrate that gas
system decommissioning is a policy priority in Oregon. They certainly do not “expressly
authorize denial of service by regulated utilities.”'88

The Coalition points out that ORS 756.040 contemplates that “‘the Commission
could acquire additional powers and authority beyond what was understood from its
initiating statutes” and asserts that “the Commission has an increasing role as an
environmental regulator[.]"'®® While it is true that the Commission’s authority can be (and
has been) modified over time by the Legislature, it cannot be expanded absent legislative
action. Accordingly, the Commission’s mandate to obtain service for customers and
NW Natural’s duty to serve can only be reduced or otherwise modified by clearly defined
exceptions set forth in the common law or by statute. As addressed in the AG Opinion,
statutes that promote a policy goal (such as energy conservation) but stop short of
‘expressly authoriz[ing] denial of service by regulated utilities” do not permit utilities to
deny service to customers.'® Here, all the electrification proposals in this proceeding
exceed the authority delegated to the Commission under ORS 756.040(1). And there is
no source of statutory authority that authorizes the Commission or NW Natural to deny
service to NW Natural's customers.

NW Natural addresses each of the purported “supports” in turn.

187 |d. at 18-21.

188 AG Opinion, 1987 Ore. AG LEXIS 34 at *5-6.
189 Coalition/300, Apter-Prihoda/10.

190 AG Opinion, 1987 Ore. AG LEXIS 34 at *5-6.
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1. The CPP does not authorize the proposals.

Oregon’s CPP is a set of rules promulgated and administered by the Oregon DEQ
with the stated purpose of “reduc[ing] greenhouse gas emissions from sources in Oregon,
achiev[ing] co-benefits from reduced emissions of other air contaminants, support[ing] a
strong statewide economy, and enhance[ing] public welfare for Oregon
communities ... .”1®" The CPP attempts to achieve these goals by requiring that entities
subject to the CPP reduce greenhouse gas emissions and giving them several
compliance pathways to do so. The CPP specifies that the importance of having several
compliance options is “to minimize disproportionate business and consumer economic
impacts associated with [CPP compliance].”1%?

The Coalition argues that the Commission has authority to implement its proposals
under the CPP because the CPP directs natural gas companies to reduce emissions, the
Commission is “the primary agency overseeing utility action,” and “electrification is not
only a valid, but a necessary strategy to meet the CPP’s emission reduction goals.”1%3
CUB argues that the CPP supports its request that the Commission find electrification to
be in the public interest, because the CPP reflects that Oregon has adopted a public
policy of “[rleducing carbon.”1%4

The CPP neither authorizes nor supports the proposals. Mostimportantly, the CPP
is not a statute and does not expand the scope of the Commission’s authority. Itis a well-
settled and foundational principle of administrative law that state agencies such as the

Commission possess only the authority conferred on them by legislation, and that

191 OAR 340-273-0010(3).

192 OAR 340-273-0010(3)(d).

193 Coalition/100, Apter-Prihoda/18-20, 31; Coalition/300, Apter-Prihoda/11; Coalition/400, Moore/6.
194 CUB/100, Jenks/24; CUB/200, Jenks/22.
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authority is circumscribed by their authorizing legislation and their own regulations. 9
Indeed, agencies “ha[ve] no functions or duties apart from those conferred by [their]
enabling legislation.”'® While the Commission has authority to determine whether and
how NW Natural can recover its costs associated with mandatory regulatory compliance
measures, the CPP rules promulgated by a different agency (the Oregon DEQ) plainly
cannot expand the Commission’s authority over NW Natural. Moreover, the CPP rules
cannot possibly be understood as an express statutory grant of authority for the
Commission to limit NW Natural’s duty to serve or find that electrification is in the public
interest.

Even if it could affect the Commission’s authority (which it cannot), the CPP does
not require or support electrification. Although the CPP is designed to reduce greenhouse
gas emissions by 50 percent by 2035 and 90 percent by 2050 for certain covered
emissions—including customers’ use of natural gas—by design, it does not specify how
these emissions reductions should occur.' In fact, the CPP specifically states that it is
important for covered entities to have compliance options, in order to “minimize
disproportionate business and consumer economic impacts associated with meeting
[CPP] requirements[.]"1%® Additionally, the Oregon DEQ has explicitly stated that gaseous

fuels such as the “increased use of biomethane or through substitution of hydrogen” are

195 PNW Metal Recycling, 371 Or at 676, 540 P3d at 527; Klamath Falls, 318 Or at 545-46, 870 P2d at 833;
State v. Or. Health & Scis. Univ., 205 Or App at 82, 132 P3d at 1071; Joyce, 209 Or App at 292-93, 147
P3d at 381.

19 State v. Or. Health & Scis. Univ., 205 Or App at 82, 132 P3d at 1071; see also PNW Metal Recycling,
371 Or at 676, 540 P3d at 527 (“In all events, an agency's authority is defined by the legislature. An
agency is a creature of statute, and the scope of its substantive power is set forth in and circumscribed by
its enabling statute.”).

197 NW Natural/1700, Rush-Kravitz/27; see generally OAR 340-273-0010 et seq.

198 OAR 340-273-0010(3)(d).
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permissible pathways for covered entities to meet their compliance obligations.%°
Requiring NW Natural to decommission its system or shed customers for the sake of
meeting CPP emissions targets would undeniably cause the “disproportionate business
and consumer economic impacts” the Oregon DEQ sought to avoid when it designed the
CPP. Thus, the CPP does not require gas system decommissioning or building
electrification, and it does not require NW Natural to serve fewer gas customers in the
future than it does today.2

2. House Bill (“HB”) 2021 does not authorize the proposals.

The Coalition cites HB 2021 (codified at ORS 469A.410) in support of its argument
that “the Commission has an increasing role as an environmental regulator, specifically
in the context of combatting climate change and facilitating emissions reductions.”?%!
Specifically, the Coalition points out that the Commission “cannot and does not review
utility IRPs with an agnostic eye towards Oregon’s decarbonization laws,” and that
HB 2021 “specifically task[s] [the Commission] with reviewing the decarbonization
potential of PGE and PacifiCorp’s long-term planning in the utilities’ Clean Energy Plans
(“CEPs”).”202 CUB also relies upon HB 2021 in support of its argument that Oregon has
a public policy of reducing carbon.?%3

However, HB 2021, which by its terms applies only to electric utilities, falls far short
of constituting express statutory authority for the Commission to reduce or modify

NW Natural’s duty to serve, or find that decommissioning NW Natural’s system is in the

99 DEQ, Oregon Environmental Quality Commission Meeting — Rulemaking Action Item D — Climate
Protection Program 2024 Rulemaking at 38 (Nov. 2024).

200 NW Natural/1700, Rush-Kravitz/27; see generally OAR 340-273-0010 et seq.

201 Coalition/300, Apter-Prihoda/10.

202 Id. at 11.

203 CUB/100, Jenks/24; CUB/200, Jenks/22.
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public interest. HB 2021 applies to Oregon’s largest electric utilities and requires them to
decarbonize their power supply by 80 percent below 2010-2012 levels by 2030,
90 percent by 2035, and 100 percent by 2040.2°4 Obviously, these requirements do not
apply to NW Natural, as it is not an electric utility.2%°

In addition, HB 2021 gives the Commission clear direction and authority to “ensure
that an electric company demonstrates continual progress” toward the required emissions
reductions.?% By contrast, there is no comparable statute applicable to gas utilities that
contains an affirmative grant of authority akin to this requirement in HB 2021. And the
Legislature’s decision to specifically grant the Commission this authority over electric
utilities’ decarbonization efforts indicates that such authority does not derive from the
Commission’s general enabling statutes. Absent analogous statutory authority in the gas
context, the Commission lacks authority to order NW Natural to study NPAs that would
result in the decommissioning of NW Natural's gas system, or to order NW Natural to
propose pilots of such NPAs.

The Coalition asserts that the Commission has in the context of gas utility IRPs
“required Avista to pursue NPAs, including electrification.”?°” To be clear, in the order
relied upon by the Coalition, Order No. 24-156, the Commission required Avista to “update
its distribution system planning practices and its future IRP processes as outlined in
Attachment C” and in Attachment C recommended that Avista perform an NPA analysis

as part of future distribution system planning.2%® Thus, the Commission did not require

204 ORS 469A.410(1).

205 NW Natural/1700, Rush-Kravitz/28; NW Natural/3400, Rush-Kravitz/21; see ORS 469A.410.

206 ORS 469A.415(6)

207 Coalition/200, Moore/19 (citing In the Matter of Avista Corp., dba Avista Ultilities, 2023 Natural Gas
Integrated Resource Plan, Docket No. LC 81, Order No. 24-156 at 11-12 (May 31, 2024)).

208 Id. at 11, App. A at 71 (Attachment C).
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Avista to undertake NPAs, and Avista’s volunteering to perform these studies in a
stipulation does not establish that the Commission has authority to require gas utilities to
study NPAs aimed at decommissioning gas infrastructure.2%®

3. Executive Order (“EO”) No. 20-04 does not authorize the proposals.

The Coalition also cites EO No. 20-04 in support of its argument that the
Commission is not purely an economic regulator and has authority to implement its
electrification proposals.?'® EO No. 20-04 directs state agencies to take actions to reduce
greenhouse gas emissions,?'! but EO No. 20-04 does not mandate building electrification
or natural gas system decommissioning. To the contrary, EO No. 20-04 actually
supported the role of renewable natural gas in reducing greenhouse gas emissions.?'2

More importantly, EO No. 20-04 cannot expand the Commission’s authority, for the
same reason the CPP cannot expand the Commission’s authority. As an agency, the
Commission is a creature of statute and can only exercise the authority that has been
delegated to it by the Legislature.?’®> Executive orders are not statutes and thus cannot
expand the authority that has been delegated to an agency by a statute.?’* Consistent
with this limitation, EO No. 20-04 by its terms limits its call for agency action towards

“GHG [r]eduction [g]oals” to the “authority and discretion vested in [agencies] by law.”?!°

209 In the Matter of Avista Corp., dba Avista Ultilities, Request for a Gen. Rate Revision, Docket No. UG 519,
Order No. 25-198 at 4 (May 23, 2025).

210 Coalition/100, Apter-Prihoda/18-19; Coalition/300, Apter-Prihoda/11-12; Coalition/400, Moore/6-7.

211 Or. Exec. Order No. 20-04 at 5 (Mar. 2, 2020) (available at: https://www.oregon.gov/gov/eo/eo_20-
04.pdf).

212 Id. at 2.

213 State v. Or. Health & Scis. Univ., 205 Or App at 82, 132 P3d at 1071; see also PNW Metal Recycling,
371 Or at 676, 540 P3d at 527 (“In all events, an agency's authority is defined by the legislature. An agency
is a creature of statute, and the scope of its substantive power is set forth in and circumscribed by its
enabling statute.”).

214 See Joyce, 209 Or App at 293, 147 P3d at 481 (stating that “[a]n agency’s authority may not be expanded
beyond that granted by the terms of a statute.”).

215 Or. Exec. Order No. 20-04 at 5.
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EO No. 20-04 did not purport to, and cannot, expand the Commission’s regulatory
authority over NW Natural.

4. HB 3409 does not authorize the proposals.

The Coalition argues that offering customers a choice to use OLIEE funds to install
electric heat pumps is consistent with HB 3409, which creates a state goal of providing
‘programs and support for accelerating purchases and installations of heat pump
technologies[.]”?'®  Specifically, the Coalition points to HB 3409’s direction that the
Commission “consider ‘greenhouse gas emissions reduction goals in designated state
agency program regulatory decisions’™ and “prioritize actions that help environmental
justice communities.”?'” Relying on these portions of the statute, the Coalition argues
that the Commission has authority to implement its OLIEE proposal, because OLIEE is a
state agency program, and OLIEE customers are members of environmental justice
communities.?'®

However, HB 3409 does not mandate building electrification. It states specifically
that the installation of heat pumps is a state “goal,” not a requirement. Although the
Coalition attempts to minimize the legal consequences of its proposal by noting that
customers would only be given a choice to install electric heat pumps, and customers
would retain the option to install high-efficiency gas furnaces, that argument ignores the
fact that the proposal would require NW Natural, a gas-only utility, to use gas customers’
funds to electrify low-income customers, thereby removing them from the gas system.

HB 3409 does not require such a result, and therefore cannot constitute the type of explicit

216 Coalition/100, Apter-Prihoda/31; Coalition/300, Apter-Prihoda/13; ORS 469.760(2)(b).
217 Coalition/100, Apter-Prihoda/32 (quoting ORS 469.763(2)(a), (d)).
218 |d.

UG 520 — NW NATURAL'S OPENING BRIEF PAGE 51



10

11

12

13

14

15

16

17

18

19
20
21

22

statutory authorization that is required to exempt NW Natural from its duty to provide gas
service to its customers.?'®

IV. NW NATURAL'’S JOINT RESPONSE TO CUB AND THE COALITION

In evaluating the proposals advanced by CUB and the Coalition, the Commission
must remain vigilant in preserving the regulatory compact that underpins public utility
regulation in Oregon. That compact reflects a foundational exchange: utilities are granted
a monopoly franchise in return for their obligation to provide safe, reliable, and
nondiscriminatory service within their territories. In turn, they are entitled to recover their
costs through rates and assured a fair opportunity to earn a reasonable return on invested
capital. This balance is not a policy preference—it is the legal and economic framework
that enables utilities to deliver essential services to the public.

Proposals that compel NW Natural to reduce its customer base, decommission
infrastructure, or redirect ratepayer funds toward services it does not provide potentially
risk unsettling this framework. Utilities operating under a regulated monopoly do not enjoy
the flexibility or returns of competitive markets; instead, they depend on regulatory
consistency to maintain financial integrity. The Commission must therefore reject these
proposals, recognizing that any departure from the principles of the regulatory compact
risks destabilizing the foundation of Oregon’s utility system.

V. CONCLUSION

For the reasons set forth above, NW Natural respectfully requests that the
Commission adopt the First, Second, and Third Stipulations without modification and

reject each of CUB’s and the Coalition’s proposals.

219 See generally AG Opinion, 1987 Ore. AG LEXIS 34.
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