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

NORTHWEST NATURAL GAS STAFF REPLY BRIEF
COMPANY dba NW NATURAL,

Request for a General Rate Revision.

Most issues presented by Northwest Natural Gas Company’s (“NW Natural”) have been
resolved by stipulation. Staff’s Opening Brief was limited to the four issues not resolved by
agreement. In this Reply Brief, Staff addresses only the Oregon Citizens’ Utility Board’s (CUB)
request the Commission order NW Natural to discontinue using group depreciation for pipes that
are no longer in service due to electrification and to recover the costs of the investment through a
separate regulatory asset.

Issue 1. Requlatory Asset for Plant Retired Due to Electrification.

Should the Commission find that electrification is in the public interest and direct NW
Natural to remove plant that is retired due to electrification from its current depreciation account
and place it in a regulatory asset where it will earn interest at the rate representing the time
value of money?

CUB recommends “the Commission find that electrification is in the public interest and
direct NWN to place plant that is retired due to electrification in a regulatory asset where it will
earn interest at the rate of 4.496 %.” In particular, CUB recommends that “when customers
leave the system and their service pipe (or other capital assets) are no longer useful, that the
remaining undepreciated capital investment directly associated with that customer, and only that
customer, be moved into a regulatory account, so it can be recovered at the time value of

money.”?

1 CUB Position Statement at 3.
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In its Opening Brief, Staff noted its concern with CUB’s request for a very general and
potentially far-reaching finding that “electrification is in the public interest.” In its Opening
Brief, CUB asserts that it has not requested the general finding that electrification is in the public
interest, but instead, requests a finding that “retirement due to electrification is in the public
interest” and an order directing NW Natural to place “retired” assets in a regulatory account,
allowing NW Natural to earn a return “on” the investment pursuant to ORS 767.140(2).2

In its Opening Brief, Staff was also concerned because CUB appeared to propose
immediate retirement of service pipe of all customers that leave NW Natural’s system. CUB has
clarified that its proposal is only intended to capture assets of customers that have electrified and
are no longer taking gas service. In response to Staff’s concern that NW Natural may not know
why a customer discontinues service, i.e., whether the customer has electrified or the customer
has moved out and premises is vacant, CUB explains the answer is simple, “[i]f the service pipe
is still serving a customer then the pipe is still used and would not qualify for retirement under
ORS 757.355 or 757.140.

Staff appreciates CUB’s clarification of the limited application of its proposal but still has
doubts about the efficacy of relying on whether a premises is taking gas service to determine
whether the owner of the premises has electrified. A premises would not be taking service if the
house is vacant. It is not clear how NW Natural is supposed to know whether the customer has
electrified or whether the premises are vacant. It is also not clear how much it will cost for NW
Natural to develop a system to track service pipe of customers that have electrified and
discontinued gas service and to account for those assets separately. Staff’s reluctance to support
CUB?’s proposal is based at least in part on these ambiguities.

Further, while CUB’s proposal makes sense if customers are electrifying at a rapid clip, it

does not if these transitions are limited to a relatively small number of pipes in comparison to all

2 CUB Opening Brief at
3 CUB Opening Brief at 21.
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the pipes subject to group depreciation. In fact, the Commission’s recent precedent does not
support CUB’s proposal. In PacifiCorp’s 2020 general rate case, CUB and the Alliance of
Western Energy Consumers (AWEC) urged the Commission to require PacifiCorp to remove
replaced meters from rate base, even though the replaced meters were part of an asset subject to
group depreciation. The Commission approved the request, agreeing with CUB that group
depreciation is a useful ratemaking tool for assets that are numerous and gradually replaced over
time, and finding “PacifiCorp’s replacing 85 percent of the company's meters within a
comprehensive meter replacement program to be distinguishable from the gradual replacement
and retirement of units over time.”

There is little data in the record to show the rate of electrification or that electrification
has had a material impact on the rate at which service pipe is retired. While Staff recognizes the
appeal of CUB’s proposal, Staff believes the switch to CUB’s proposed method should be based
on actual data regarding the rate of electrification and analysis that shows the costs do not
outweigh the benefits.

DATED this 20" day August, 2025.

Respectfully submitted,

DAN RAYFIELD
Attorney General

/sl Stephanie Andrus

Stephanie Andrus, OSB No. 925123

Sr. Assistant Attorney General

Of Attorneys for Staff of the Public Utility
Commission of Oregon

% In the Matter of PacifiCorp, dba, Pacific Power, Request for a General Rate Revision, UE 374, Order No
21-090 (Order on Reconsideration) (March 29, 2021). See also, UE No. 374, Order No, 20-473 (Final
Order).
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