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At the end of the day, all CUB is proposing is to better align costs and rates as we
confront stranded asset risks in the face of electrification. CUB had hoped our proposal
would be accepted as a balanced offer. Indeed, our proposal removes the stranded asset’s
undepreciated balance from rate base, thereby lawfully denying shareholders’ profit on
unused assets, but still providing a return of that balance at the time value of money to
make NW Natural (NWN) whole. Long term, this saves customers money and reminds
utility managers that they must recognize the risk of economic, policy, and climate forces
working against an investment.

CUB’s balanced approach requires that the Commission find retirement due to
electrification is in the public interest. CUB shows such retirement reduces costs and
aligns with state policy. But if the Commission does not make that finding, which
opposing parties argue it cannot, then per ORS 757.355 NWN must write off the
undepreciated balance of “property not presently used for providing utility service to the

customer.” To otherwise keep the costs of these unused assets in rates, is unlawful.
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Introduction

In reviewing the parties’ opening briefs, we discovered many arguments already
addressed in our Opening Brief. NWN, Staff, and AWEC cast differently some
objections they have made to our proposal while raising some new arguments that CUB
addresses here. We will also attempt to clarify parties’ misrepresentations and cure their
hyperbole. Most notably, the repeated misstatement that CUB is asking the Commission
to find — generally — that electrification is in the public interest. We have already
responded to this argument. But we repeat, we are not asking the Commission to fine that
electrification is in the public interest generally. Rather we are asking the Commission to
find that retirement due to electrification is in the public interest pursuant to ORS
757.140(2) allowing NWN to move the remaining undepreciated investment into a

regulatory asset so NWN can recover the investment at the time value of money.
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Argument and Authorities

I. NWN’s existing application of group depreciation is insufficient to account for
the early retirement of assets due to electrification.

NWN’s current practice of using group depreciation is insufficient to account for
the early retirements of assets like service lines, meters, and mains when those
retirements are due to electrification. As discussed below, this current practice is
prohibited by law, contrary to reasonable depreciation practices, and unsupported by the

record.

A. NWN’s current practice of leaving assets retired due to electrification
in their group depreciation account is prohibited by law.
ORS 757.355 is Oregon’s recognized used and useful law.! Contrary to NWN’s
arguments, our law is stricter than that found in other states.? The text provides a strong
shield for customers by providing “a public utility may not, directly or indirectly, by any

device, charge, demand, collect or receive from any customer rates that include the costs

! See NWN request for a general rate revision, Docket No. UG 221, Order No 12-408 at 6 (Oct 26, 2012);
see also CUB/200 Jenks/7-8.

2 See NWN Opening Brief at 13(‘other public utility commissions regularly find the group depreciation
methodology to be reasonable and/or that unit depreciation is impractical”).
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of construction, building, installation or real or personal property not presently used for
providing utility service to the customer.” There is no wiggle room in these words.

This prohibition bars the utility from placing costs into rate base for utility plant
before it has gone into service. And correspondingly, through the Trojan Lineage, the
courts and this commission have resolved the law bars the utility from keeping costs in
rate base for utility plant after it is no longer serving customers.? In this instance, the
balance must be removed from rates.

Accordingly, it is unlawful under ORS 757.355 for NWN to continue to keep the
undepreciated balances of assets retired due to electrification in rates. The balance must
either be written off under ORS 757.355 or, if the Commission makes a finding under
ORS 757.140(2) that the retirement due to electrification was in the public interest, NWN
can be made whole by amortizing the undepreciated balance in a regulatory account at

the time value of money.

B. NWN’s current group depreciation method is contrary to reasonable
depreciation practice.

NWN argues it should be able to maintain its existing group depreciation
methodology,* but this practice is contrary to reasonable depreciation practice.
Depreciation at its most basic accounts for the decrease in value of an asset over time.
Group depreciation assumes the useful lives of the group’s asset components will be

balanced and so uses one depreciable life for the group.® The group depreciation rate

3 See OPUC Order No. 08-487 at 13 (Sep. 30, 2008) citing Citizens’ Util. Bd. V. Public Util. Comm’n of
Or., 154 Or App 702, 716-17 (1998).

4 See NWN Opening Brief at 7-11 (claiming the Commission need not consider CUB’s proposal because
group depreciation does not violate the used and useful standard).

5 See CUB/ 100 Jenks/25.
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thereby assumes the assets are retired at the end of their useful lives to the customer and
not at some other time, which is the case when abnormally early retirements occur.®
Abnormal retirements occur from causes not contemplated in setting the applicable
depreciation rate and invalidate this average life assumption of the group account.” The
U.S. Internal Revenue Service (IRS) provides it is necessary to adjust the group
depreciation account to recognize these abnormal retirements.® Without such
adjustments, the group depreciation reserve (and therefore future rate base) will become
distorted.’

The Commission has similarly recognized that group depreciation could work for
the gradual retirement and replacement of assets, but not abnormally early retirements.!°
Similarly, the U.S. District Court of Oregon found that where the average life assumption
is unrealistic, it was unreasonable for the Commission to use group depreciation.!! The
District Court explained this in the context of wood poles in a PGE depreciation
challenge of alleged overpayment of federal income taxes. The poles were grouped with
other assets and comprised 82% of property.!?

[N]ot all wood poles have the same life expectancy. The undisputed

evidence is that the dispersion in life expectancy in wood poles ranges from

one year to 40 years or more. If the dispersion were narrow so that most

wood poles lived to about 24 years, few retiring not much earlier and few

retiring not much later, it might seem logical to group them and say that the

average life of the group was 24 years. But where the dispersion is much
wider as is the case in wood poles, so that very few of them actually live to

6 Id.

7 See Gen. Counsel Memo., GCM 33454 (IRS GCM Mar. 9, 1967).

$1d.

9 See id.

0 UE 374, In the Matter of PACIFICORP, dba PACIFIC POWER, Request for a General Rate

Revision Order No. 20-473, 91-92 (Dec. 18, 2020).

U Portland Gen. Elec. Co. v. U.S., 189 F. Supp. 290, 297-98 (D. Or. 1960), aff'd, 310 F.2d 877 (9th Cir.
1962)

12 1d. at 297
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the theoretical average life of the group, it is illogical to put them all into

one average life group.'3
Similarly, NWN includes service lines in Group Depreciation Account 380.00. Account
380 is the largest depreciable mass account and represents 23 percent of the depreciable
plant.'* Like the wood polls, when the undepreciated balance of a service line retired due
to electrification remains in NWN’s current group depreciation account it risks distorting
rate base at the expense of the customer.

For example, Figure 1 illustrates what the Commission could expect to see for
line extension allowances left stranded in rate base as customers electrify. Under CUB’s
proposal, the total stranded cost is removed from rate base and amortized in a regulatory
account at the time value of money. Under NWN’s business-as-usual approach, not only
would customers be paying for that total stranded cost left in rate base, but customers
would also pay for the taxes and the shareholder profit recovered on the total stranded
cost.!> While this figure is illustrative, a regulatory asset recovered at the time value of
money is cheaper generally than leaving the balance of stranded assets in rate base.!'® This
is because under CUB’s proposal customers are only paying the return of the total and not
both the return of and return on that total. In sum, retirements due to electrification are
abnormal retirements remain in NWN’s group depreciation accounts contrary to
reasonable depreciation practice and risk distorting rate base at the expense of the

customer.

13 Id. at n. 10 (transcript cites removed).

4 NW Natural/1400 Spanos/Page 13.

15 Authorized return applies to half of the total under a 50/50 capital structure with 50% equity and 50%
debt.

16 See CUB/100 Jenks/13-16.

UG 520 — CUB Closing Brief



Figure I Illustrating Stranded costs of LEAs at different levels of electrification

Stranded investment if Stranded investment
number of average 20% of that year's Stranded investment if if 5% of that year's
Year of initial residential service cost of total cost of  customers leave afterl  15% of thatyear's leave  |eave after 1 furnace
service install lines installed LEA! LEAs furnace cyc192 after 1 furnace cycle z cycle 2
2018 7,789 1700 13,241,300 882,665 661,999 220,666
2019 7,642 1700 12,991,400 866,007 649,505 216,502
2020 7,034 1700 11,957,800 797,107 597,830 199,277
2021 6,992 1700 11,886,400 792,347 594,261 198,087
2022 6,284 1700 10,682,800 712,115 534,087 178,029
2023 4,395 1700 7,471,500 498,050 373,538 124,513
total ($) 68,231,200 4,548,292 3,411,219 1,137,073

! assumed average cost of a LEA.

2,ﬁxssuming 60-yearing depreciable lives of service lines and a 20 year lifespan of a gas furnace.

C. The record does not support finding NWN’s group depreciation method
sufficient to account for abnormally early retirements due to electrification.

The record does not support NWN’s claim that its group depreciation
methodology contemplates the early retirements due to electrification. For example,
NWN claims the survivor curve of these groups “incorporates each possible cause
of retirement for all asset types within that account.”'” But NWN does not consider a
customer’s choice to electrify and disconnect from the gas system distinct from
retirement due to “normal wear and tear.”'8
Similarly, the survivor curve NWN’s uses for service line account 380, 60-R2.5 is

developed from historical plant retirements for the period 1919 through 2023.'° But the

concern about climate change and emissions and the incentives for electric retrofits and

7 NWN Opening Brief at 8 (citing NW Natural/3000, Spanos-Wilson-Kravitz/ at 2,6); see also NWN
Opening brief at 13 (arguing the issue is already solved through depreciation studies).

18 See CUB/314/1.

19 NW Natural/1402 Spanos/Page 36
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electric heat pumps are recent phenomena that encourage these early retirements. Indeed,
as the Commission recognized in 2022, “the future is more likely to be an extremely
dynamic and different environment for natural gas distribution, including evolving
customer preferences and state and local mandates.”?® This remains true today. The
record points toward a trend where at least some existing and future customers are likely
to respond to the changes by replacing equipment or taking other purposeful measures to
change their fuel. If we rely on historic data to estimate these early retirements, we miss
this changing environment for the natural gas distribution and the growing customer

preference to electrify.

D. Early retirements due to electrification are not balanced in group
depreciation.

Even if NWN’s depreciation study accounted for electrification as part of
customer disconnections generally,?! these early retirements due to electrification would
not “be balanced by assets that persist long after the end of the average service life” as
NWN claims.??

NWN has moved from 65 to 60 years assumed useful life for service lines.?
NWN argues assets retired early “would be balanced by assets that persist long after the
end of the average service life.”?* But to offset the depreciable lives of assets retired early

due to electrification would require alternate service lines that last well beyond their

20 In the Matter of NORTHWEST NATURAL GAS COMPANY, Request for a General Rate Revision,
Docket No. UG 435, Order No. 22-388 at 49 (Oct. 24, 2022).

2l See NWN Opening Brief at 9

21d.

23 NW Natural/100 Palfreyman-Kravitz/Page 29

24 NWN Opening Brief at 9.
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assumed useful life of 60 years but the survivor curve used for Account 380 service lines,
60-R2.5 sets forth the constant rates of retirement only through age 76.%

Additionally, in March of this year, NWN began tracking disconnection requests
separately from other customer requests.?® CUB Exhibit 317 shows NWN recorded 51
requests to disconnect service by physically removing assets.?” Of these entries, 10 stand
out because of the additional information included in the notes section. These 10 entries,
displayed in Figure 2 below, indicate NWN removed the gas asset because the customer
was electrifying,?® but there is no record NWN removed these costs from the group
depreciation account or otherwise adjusted the account for these abnormalities.

Figure 2 showing entries from March to July 2025, where the NWN customer indicated

they were disconnecting from gas service due to electrification and the decades of
depreciation life remaining.’’

Customer | Vintage | Depreciable life

Record remaining in rate base
Entry No. assuming 60-year
useful life

10302971 2015 50
10306827 2014 49
10289230 2005 40
10302930 2001 36
10293546 1999 34
10300035 1994 29
10299393 1989 24
10291252 1981 16
10301057 1968 3
10281388 1964 -1

25 NW Natural/1402 Spanos/Page 36.

26 CUB/ 316/1.

27 See also CUB/ 316/1.

28 See CUB/ 317; see also CUB Opening Brief at 9.
PSee CUB/317.

UG 520 — CUB Closing Brief



The record shows decades of depreciation life remaining in rate base despite the
fact that these asset is no longer used.’® Importantly, Figure 2 is a limited sample.

Nevertheless, it shows the distortion occurring in rate base from these early retirements.

II. CUB’s proposal is compatible with group depreciation provided the
methodology recognizes the growing trend of electrification.

Despite the error of NWN’s current application of group depreciation
methodology, CUB’s proposal is compatible with group depreciation. Contrary to
NWN’s claim, CUB’s proposal would not require NW Natural to switch from group
depreciation to unit depreciation.’! Nor would it have the far-reaching impact to group
depreciation use that NWN alleges.3> The Commission previously dismissed such
slippery slope arguments in UE 374.33 What’s more, this proceeding has shown it is
possible to remove an asset from its group depreciation account, here the Mist
Compressor GC 500, and still allow NWN to use group depreciation. Likewise, although
NWN claims our proposal is unworkable,** CUB, AWEC, and NWN have all been able

to estimate a reasonable undepreciated balance of a retired asset in order to remove that

3071d.

3I NWN Opening Brief at 11.

321d. at 14.

33 See In the Matter of PACIFICORP, dba PACIFIC POWER, Request for a General Rate Revision, Docket
No. UE 374, Order No. 21-090 at 8 (March 29, 2021) (“we disagree with PacifiCorp's argument that this
decision will require the company to track the depreciable life and usefulness of each subsidiary asset in all
of PacifiCorp's distribution group accounts. Our decision should not be read to affect the ongoing use of
group depreciation generally, nor in particular, the ongoing, gradual replacement of meters not replaced as
part of the Oregon AMI project. Rather, our decision should be understood to address the unique
circumstances of that project.”).

3 NWN Opening Brief at 11.
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asset from its group depreciation account, and to do so within the time constraints of a
rate case.?

Nevertheless, NWN is correct that CUB has been critical of utilities’ use of group
depreciation. This stems from our growing concern over group depreciation’s lack of
transparency, particularly in this instance where NWN claims it does not have data of
disconnections due to electrification. 3

We are also concerned that group depreciation shifts the risk of stranded assets
from shareholders to customers.3” Shareholders traditionally bear the risk that an asset
will not be in service by the time rates go into effect, i.e., if the asset won’t be presently
used by the rate effective date recovery on that asset is barred until at least the next rate
proceeding.’® Maintaining unused assets in a group depreciation account shifts this risk
that an asset will be unused before it is fully depreciated from the shareholder to the

customer. This is what is now occurring under NWN’s application of the group

depreciation method; shareholders continue to profit on abnormally early retirement of

35 See CUB/100 Jenks/18-19 and NW Natural/3000 Spanos-Wilson-Kravitz/Page 20-21 (estimating the
undepreciated balance of the GC 500 compressor); see also In the Matter of PACIFICORP, dba PACIFIC
POWER, Request for a General Rate Revision, Docket No. UE 374, Order No. 20-473 at 89 (Dec. 18,
2020) (noting AWEC calculated the net book value of retired meters to be removed from PacifiCorp’s
group depreciation account).

36 See CUB/100 Jenks/25 (noting CUB would like to be able to see unbundled individualized asset
depreciation for assets that have significant cost, or assets that have long depreciable lives that we are
unable to see under group depreciation because this would allow stakeholders to scrutinize stranded costs).
37 See CUB/200 Jenks/11 (“According to the Company, every capital investment it makes is subject to
group depreciation, so there is no such thing as property being retired before it is fully depreciated, and
therefore there can never be stranded cost”) (citing CUB/202 Jenks, DR 18); see also CUB/100 Jenks/13-
16, 29, 30.

38 See Gearhart v. Pub. Util. Commn. of Oregon, 299 P.3d 533, 562 (Or. App. 2013), aff'd, 339 P.3d 904
(Or. 2014) (J. Schuman dissent) (“ORS 757.355 expresses a legislative policy determination that the
utility's stockholders, not its ratepayers, shall bear the costs and the risk of property that is not in current use
for providing utility service.”); see also Am. Can Co. v. Lobdell, 638 P.2d 1152, 1154 (Or. App. 1982) (the
Commission disallows costs that “stockholders alone should bear™.); McPherson v. P. Power & Light Co.,
296 P.2d 932, 936 (Or. 1956) “loss sustained by the [utility’s] failure to collect the surcharge from the
customers in the competitive area shall be borne by the Company's stockholders™).
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assets at the expense of NWN’s customers. Not only is this prohibited under Oregon’s
strict used and useful law but approving rates that provide utilities with the same return
regardless of whether the investment is used to serve customers does not mimic the
results of market competition, generally regarded as the ultimate objective of
regulation.®” Rather, such practice only operates to promote indifference to stranded asset

risk.

III. CUB’s proposal need not identify a specific retired asset prior to Commission
acceptance.

CUB has been clear we are referring to assets retired due to electrification going
forward. We are not adjusting the revenue requirement here, rather we are proposing the
Commission adopt our framework applying its Retired Asset Policy to retirements due to
electrification. Once NWN has identified the assets retired due to electrification, it would
bring forward that adjustment in a rate case per standard practice. The Commission has
previously instituted the appropriate ratemaking treatment for the future retirement of
assets. In UE 202, Idaho Power requested the Commission adopt its plan to identify
undepreciated plant balances of its existing analog meters in order to accelerate
depreciation for meters to be retired in anticipation of installing AMI.#’ Idaho Power
recognized ORS 757.355s prohibitions on including in rates costs for unused property. !

Accordingly, the Company established this plan with the Commission prior to retiring its

3 See Jersey Cent. Power & Light Co. v. FERC, 810 F.2d 1168, 1190 (D.C. Cir. 1987) (“Rate regulation is,
in theory, the substitute for competition.”).

40 See In re Idaho Power Company, OPUC Docket No. UE 202, Order No. 08-614 (Dec. 30, 2008).

41 Id. at 3.
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analog meters to avoid stranding Idaho Power’s investment in its existing analog
meters.*?

Nevertheless, NWN argues CUB’s proposal is flawed because it does not offer a
framework to handle future retirements due to the customer’s choice to electrify nor
involve an actual or proposed retirement.*> NWN provides no points of authority for its
assertion that CUB must be able to identify the specific retired asset or undepreciated
plant balance before the Commission can adopt a plan to remove the assets retired due to
electrification from rate base.

Likewise, AWEC argues we have not shown the financial impact of our
proposal.** We agree we are not showing the financial impact of a specific asset
retirement. But under CUB’s proposal customers are only paying the return of the
balance and not both the return of and return on that balance. The record shows that the
pace of new customers is slowing. NWN’s PHSMA report excerpt, in Figure 3 below
shows number of new service installs has declined since 1990.

Figure 3 NWN’s PHSMA report excerpt®

4.MILES OF MAIN AND NUMBER OF SERVICES BY DECADE OF INSTALLATION
UNKNOWN | PRE-1940 | 1940-1949 | 1950-1959 | 1960-1969 | 19701979 | 19801989 | 1990-1959 | 2000-2009 | 2010-2019 | 2020-2029 | TOTAL

MILES OF
MAIN

NUMEBER
OF 107003 9 5 440 14095 33180 649585 184493 147332 80240 35149 BEE12
SERVICES

01 0 o 2519 27329 1938.3 1613.3 2850.3 1921.1 7307 408 12446 6

So, while new customers are being added, the pace is declining, which increases the risk
that stranded assets will compound in rate base unless the Commission acts to remove

them. The Commission has previously accepted that having fewer customers across

21d.

4 NWN Opening Brief at 16.

4 See AWEC Opening Brief at 8; see also NWN Opening Brief at 17.
4 CUB/310/2.
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whom to spread system costs could make the future more challenging for NW Natural
and its customers, as a shrinking customer base must shoulder the legacy costs that

remain in rate base.*¢

IV. Speculation about electric sector emissions is immaterial to a public interest
finding that retirement benefits NWN’s customers.

CUB’s proposal is that the Commission find retirement of assets due to
electrification to be in the public interest because it reduces emissions, which aligns with
state policy and reduces the costs of NWN's CPP obligation. AWEC, NWN, and Staff
point to emissions of the electric system to challenge this public interest finding. But the
Commission has previously established the CPP does not require accounting for electric
sector emissions and has denied AWEC’s request for the Commission to find otherwise.*’
Moreover, at the same time AWEC argues CUB’s proposal does not account for the
emission of the electric sector, AWEC states an analysis of electric emissions is not
within the scope of NWN’s rate case.*®

Similarly, pointing to the definition of beneficial electrification found in CUB’s
UM 2362 comment NWN asserts our proposal here is inconsistent with beneficial

electrification because we do not guarantee reduced emissions.*” NWN’s argument

demonstrates a fundamental misunderstanding about beneficial electrification and its

46 In the Matter of NORTHWEST NATURAL GAS COMPANY, dba NW NATURAL, Request for a General
Rate Revision, Docket No. UG 490, Order No. 24-359 at 9 (Oct. 25, 2024).

47 See In the Matter of AVISTA CORPORATION, dba AVISTA UTILITIES, 2023 Natural Gas Integrated
Resource Plan, Docket No. LC 81, Order No. 24-156, Appendix A at 40 (May 31, 2024) (declining to
adopt AWEC’s arguments to consider marginal emissions in considering electrification of the gas sector).
4 See AWEC Opening Brief at 6 (stating that analysis of electric utility emissions “cannot be performed in
this docket, which only concerns the natural gas rates of NW Natural and not the emissions of the electric
supply of the various electric utilities also providing services to NW Natural’s customers.”).

4 NWN Opening Brief at 23 (citing NW Natural/3801 at 13)
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relationship to the natural gas system. The definition used in CUB’s UM 2362 comments
is provided by the Regulatory Assistance Project,>® which explains that:

[Beneficial electrification] investments raise an additional noteworthy
factor: As the power sector reduces its environmental footprint over time,
the emissions efficiency of electric end uses will improve correspondingly.
Consequently, it is important to recognize that the total emissions over the
life of an electrification investment may be lower than for the fossil-fueled
alternative, even if emissions are higher in the early years of the investment.
Thus, in certain jurisdictions where the regional power grid is rapidly
decarbonizing, it is worth considering electrification even before end uses
are more emissions efficient than the fossil-fueled alternatives they replace.
Note too that fossil-fueled options do not share this advantage. No matter
how emissions-efficient they may be today, that will not change over their
useful lives.>!

Finally, Staff argues the Commission should look to HB 2021’s enumerated list of
public interest factors to determine whether retirement due to electrification is in the
public interest generally.’> HB 2021 does not apply to NWN, nor has ORS 757.140
included this enumerated list. Under Oregon law, the text and context of the statute in
question are given the primary weight in statutory interpretation.?

When the legislature includes an express provision in one statute but omits such a

provision in another statute, it may be inferred that such an omission was deliberate.>*

30 See NW Natural/3801 at 13 n. 9 of CUB’s comment referencing Farnsworth, D., Shipley, J., Lazar, J.,
and Seidman, N. (2018, June). Beneficial electrification: Ensuring electrification in the public interest.
Montpelier, VT: Regulatory Assistance Project).

3! Farnsworth, D., Shipley, J., Lazar, J., and Seidman, N. (2018, June). Beneficial electrification: Ensuring
electrification in the public interest. Montpelier, VT: Regulatory Assistance Project at 11, available at
https://www.raponline.org/wp-content/uploads/2023/09/6-19-2018-RAP-BE-Principles2.pdf.

52 See Staff Opening Brief at 2-3 (listing HB 2021 factors and stating these should be considered when
addressing a general finding that electrification is in the public interest.).

33 State v. Gaines, 346 Or 160, 171 (2009); In re Portland General Electric Company, Application for
Transportation Electrification Programs, OPUC Docket No.UM 1811, Order No. 18-054 at 7 (Feb. 16,
2018); In re PacifiCorp, dba Pacific Power, Petition for Declaratory Ruling Regarding ORS 757.480,
OPUC Docket No. DR 47, Order No. 14-254 at 4 (Jul. 8, 2014).

54 Sandy River Solar, LLC., v. Portland Gen. Elec. Co., Docket No. UM 1967, Order No. 19-218, 7 (June
24,2019).
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Previously, the Commission has stated, “[i]t is not our role to do what the legislature, for
whatever reason, has not seen fit to do,” finding the lack of an express provision
intentional.>® Unlike HB 2021, the legislature did not identify certain public interest
factors for a finding that a retirement is in the public interest under ORS 757.140(2)(b).
The omission of enumerated public interest requirements or considerations in ORS
757.140 evidences the legislature’s intent to leave the determination up to the
Commission, under its broad regulatory authority.

That said, if the Commission determines it is appropriate to bring in issues related
to the electric system using the HB 2021 public interest factors, the PUC should also
consider issues related to the health benefits of reduced methane and other air pollutants
in people’s homes,*® the reduced costs of using a single electric heat pump for both
heating and cooling instead of multiple appliances,’’ the reduced demand for speculative
RNG and hydrogen,>® and the climate benefits of reducing carbon dioxide emissions from
natural gas.>° While scrutiny of both electric and gas utility resource selection and fuel
decarbonization helps understand the role of electrifying end-uses,® it should not be used

to impede least regrets solutions like what CUB has proposed here.

55 See Emerald People's Util. Dist. v. P. Power & Light Co., 729 P.2d 552, 560 (Or. 1986).
5 ORS 469A.420(2)(a)

5TORS 469A.420(2)(c)

55 ORS 469A.420(2)(b)

9 ORS 469A.420(2)(a)

60 See LC 81, Order No. 24-156, Appendix A at 40
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Conclusion

In the last two rate cases, the Commission has had parallel concerns that NWN’s
practice does not account for CPP compliance costs and that unrecovered rate base
associated with new customer plant additions will place affordability burdens on NWN’s
customers.®! In these past cases CUB’s focus has been on reducing the risk that stranded
assets would occur. We successfully advocated to reduce the LEA and to remove LEA
overspend from rate base. Here, CUB builds on these past orders by proposing a plan in
this proceeding that would protect customers when stranded assets do occur in the future
as electrification grows.

Under NWN’s business as usual approach, when assets are retired due to
electrification, they become stranded costs in rate base. Maintaining this status quo is
both unlawful under ORS 7575.355 and would also insulate the Company and
shareholders from the risk of stranded assets. As the Commission has previously
declared, “Maintaining the public trust requires us to be confident that the costs included

in rates are serving the core interests of NW Natural's broad customer base.”¢?

Including
unused assets in rate base does not serve NWN’s customers.

The Commission should ensure NWN’s rates are consistent with the restrictions
in ORS 757.355. It could do so through requiring NWN to remove these retired assets

from rate base without creation of a regulatory asset, which would result in a write-off for

the undepreciated plant balance. Or it could adopt CUB’s proposal to apply the

1 Order No. 22-388 at 49.
92 Order No. 24-359 at 38.
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Commission’s Retired Asset policy to retired assets upon finding retirement due to

electrification is in the public interest.

Respectfully submitted August 20, 2025.

/s/ Claire Valentine-Fossum

Claire Valentine-Fossum, OSB # 252894
Oregon Citizens’ Utility Board

610 SW Broadway, Ste. 400

Portland, OR 97205

T: 503.227.1984

E: claire@oregoncub.org
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