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I. INTRODUCTION AND LEGAL CONTEXT 1 

All of the issues that Northwest Natural Gas Company, dba NW Natural 2 

(“NW Natural” or “Company”), raised in its Initial Filing have been resolved via the First 3 

and Second Stipulations, and additional issues were addressed by the Third Stipulation.  4 

The Company respectfully asks the Public Utility Commission of Oregon (“Commission”) 5 

to approve all three stipulations without modification.  The only remaining issues are the 6 

novel proposals raised by the Oregon Citizens’ Utility Board (“CUB”) and Climate 7 

Solutions, the Coalition of Communities of Color, Verde, Sierra Club, and Oregon 8 

Environmental Council (collectively, the “Coalition”).  All other parties to this proceeding—9 

Staff of the Public Utility Commission of Oregon (“Staff”), the Alliance of Western Energy 10 

Consumers (“AWEC”), and NW Natural—oppose these proposals.  The Commission 11 

should reject them based on their myriad legal defects, deleterious policy consequences, 12 

and lack of supporting evidence. 13 

It may be surprising that a brief in a general rate case would focus on such core 14 

utility principles as the duty to serve and the regulatory compact.  But CUB’s and the 15 

Coalition’s proposals ignore these bedrock principles—as well as the economic, 16 

environmental, and reliability consequences of implementing their proposals—and 17 

instead request the Commission upend years of established precedent and foundational 18 

precepts that have guided utility regulation in Oregon over the last century.  No doubt, the 19 

energy landscape has changed over the last century, and in recent years the State of 20 

Oregon has advanced new policy goals regarding emissions reductions.  But absent new 21 

law that alters the foundational principles of utility regulation and grants the Commission 22 

the sweeping powers the proposals require, the Commission must continue to regulate 23 
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according to its existing statutory directives, honor the duty to serve, and uphold the 1 

regulatory compact.  2 

In addition to their incompatibility with these foundational legal principles, the 3 

proposals also fail as a matter of evidence and policy.  Time and again, CUB and the 4 

Coalition make arguments that the record does not support and press for outcomes that 5 

are bad for everyone.  All of that only further confirms that the Commission should reject 6 

these proposals. 7 

II. POLICY CONTEXT  8 

The Coalition recognizes that there are “two perspectives” on emissions 9 

reductions—a perspective that looks only at emissions reductions on NW Natural’s 10 

system, viewed in isolation, and a perspective that considers “system wide emissions.”1  11 

The Coalition argues that only the perspective that is limited to NW Natural’s system, 12 

standing alone, is “relevant in this proceeding given that this docket is focused on 13 

NW Natural.”2  CUB similarly urges the Commission to ignore the impacts of electrification 14 

on the electric system because this is a NW Natural rate case.3  But these arguments are 15 

overly simplistic and self-serving—though CUB and the Coalition brought these issues 16 

into NW Natural’s case, they ask the Commission to ignore the repercussions that 17 

necessarily require a broader view outside the scope of a single utility’s rate case. 18 

This overly narrow framing is an incredibly poor approach to policymaking and a 19 

recipe for unintended consequences.  Nearly all of NW Natural’s customers are also 20 

customers of Portland General Electric Company (“PGE”) or PacifiCorp, the region’s two 21 

 
1 Coalition’s Opening Brief at 13. 
2 Coalition’s Opening Brief at 13. 
3 CUB’s Revised Opening Brief at 26. 
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largest electric utilities,4 so cost and emissions increases on the electric system due to 1 

electrifying NW Natural’s system are certain to be experienced by NW Natural’s 2 

customers—the very customers that the Coalition’s and CUB’s proposals will allegedly 3 

protect.  The Coalition’s and CUB’s suggestions that it is possible or reasonable to parcel 4 

off the emissions or cost impacts of their proposals on NW Natural customers from the 5 

emissions and cost impacts on electric utilities’ customers is simply incorrect. 6 

As explained in NW Natural’s Opening Brief, the zero-sum approach to 7 

decarbonization in Oregon that CUB and the Coalition ask the Commission to pursue 8 

through their proposals ignores the interconnectedness of the gas and electric systems.5  9 

NW Natural’s system meets 90 percent of the energy needs for its residential space and 10 

water heating customers on the coldest days of the year,6 and electric utilities increasingly 11 

use natural gas for power generation.7  Additionally, NW Natural provides important 12 

capacity benefits for the integrated energy system, which will become even more 13 

important if electrification were to accelerate.8  For example, PGE stated in a recent rate 14 

case that it appreciates the flexibility that NW Natural’s North Mist storage facility gives 15 

PGE to “withdraw gas … on a ‘no-notice’ basis, which provides a high degree of intra-day 16 

and intra-hour flexibility that aligns with PGE’s need for a flexible and dynamic fuel 17 

supply.”9   18 

 
4 NW Natural/1700, Rush-Kravitz/33-34; NW Natural/3400, Rush-Kravitz/24. 
5 NW Natural’s Opening Brief at 5, 17-20, 22-23. 
6 NW Natural/1700, Rush-Kravitz/51; NW Natural/3400, Rush-Kravitz/53. 
7 NW Natural/100, Palfreyman-Kravitz/9-10; NW Natural/1700, Rush-Kravitz/51. 
8 NW Natural’s Opening Brief at 19-20; NW Natural/100, Palfreyman-Kravitz/7-13. 
9 NW Natural/100, Palfreyman-Kravitz/12 (citing In re Portland Gen. Elec. Co., Request for a Gen. Rate 
Revision, Docket No. UE 435, Surrebuttal Testimony of Greg Batzler and Stephanie Meeks, PGE/2400 at 
31-32 & n.46 (Oct. 1, 2024)). 
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Thus, it is unwise and likely harmful to ignore the current reality of interconnected 1 

gas and electric systems and espouse a misguided view that the gas and electric systems 2 

are perfectly interchangeable alternatives for serving load (i.e., a zero-sum view).  This is 3 

especially true given growing concerns surrounding load growth and resource adequacy.  4 

A Guidehouse literature review published within the last year concluded that even under 5 

a 98 percent decarbonization scenario, natural gas generation is a needed resource for 6 

system resilience and flexibility, since “[a]s variable renewable energy use increases, gas 7 

generation will become crucial in avoiding loss-of-load events.”10  NW Natural’s 8 

independent advisory group on its 2025 Integrated Resource Plan (“IRP”), which is 9 

comprised of experts with over 100 years of combined experience in the energy industry 10 

not otherwise affiliated with NW Natural, believes that “the electric system will be greatly 11 

challenged to meet the existing policy prescriptions and planned load growth even without 12 

taking into account electrification of the natural gas system.”11  These experts additionally 13 

opined that the electric system is increasingly reliant on natural gas generation to meet 14 

peak demand, and that “there is potential for consumer value to be generated through 15 

increasing coordinated/joint planning and/or coordinated operations between gas and 16 

electric systems.”12  17 

Additionally, to the extent that the Coalition’s proposals would involve forcing 18 

NW Natural to study or implement proposals that would remove customers from the gas 19 

system, the Coalition fails to acknowledge the importance of customer choice.  Customers 20 

may prefer and ultimately choose gas service for a variety of reasons—including the cost 21 

 
10 NW Natural/1712, Rush-Kravitz/9. 
11 NW Natural/3402, Rush-Kravitz/2 (emphasis added); id. at 7. 
12 NW Natural/3402, Rush-Kravitz/4. 
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savings, reliability benefits, and comfort.  And customers make significant investments in 1 

appliances in their homes that reflect these choices. 2 

The Commission can dispose of CUB’s and the Coalition’s proposals based solely 3 

on their legal deficiencies.  But to the extent the Commission reaches the policy questions 4 

raised by their proposals, the Commission cannot responsibly ignore the broader policy 5 

context and record evidence, which demonstrates the intrinsic value of the gas system 6 

and the limitations of the electric system.  Nor can the Commission fill in blanks about the 7 

future of emissions reductions in Oregon by making favorable assumptions about House 8 

Bill (“HB”) 2021 compliance for electric utilities while making pessimistic assumptions 9 

about emissions reductions and the future of the gas system.   10 

III. BURDEN OF PROOF 11 

When a utility initiates a rate case, the utility bears the burden of proof to show that 12 

its proposed rates are “fair, just and reasonable.”13  However, that responsibility arises 13 

from the utility’s role as the proponent of a rate schedule for approval, and not from the 14 

mere fact that it is a utility.14  While the utility is typically the initiating party in a rate case, 15 

when a different party brings a novel proposal into a rate case that it seeks to have 16 

implemented in the future—as opposed to an adjustment to the rates and schedules the 17 

utility proposed—the party proponent bears the ultimate burden of proof as to that 18 

proposal.15  Contrary to CUB’s characterization that the burden of proof “is always with 19 

 
13 ORS 757.210(1)(a). 
14 See In re a Rulemaking Proc. 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) (agreeing that the utility does not have the burden of proof in a rate case not initiated by the utility). 
15 See In re 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.”); see also Docket No. AR 357, Order No. 99-284 at 3, 6. 
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the utility,”16 it cannot be that the utility bears the burden to disprove any and all new policy 1 

proposals raised by any other party in a rate case.    2 

Here, CUB’s and the Coalition’s proposals are unlike the revenue requirement 3 

adjustments typically raised in a ratemaking proceeding, and therefore the Coalition’s 4 

description of the respective burdens parties carry when a utility is seeking to recover its 5 

revenue requirement through rates is inapposite.17  Instead of adjusting the rates the 6 

Company proposed, the Coalition’s and CUB’s proposals would involve affirmative 7 

implementation of new policies by NW Natural. Indeed, parties’ proposals do not relate to 8 

any existing NW Natural schedule, with the exception of the Coalition’s Oregon Low-9 

Income Energy Efficiency (“OLIEE”) proposal.  And CUB’s attempt to frame its requested 10 

public interest finding as a response to NW Natural’s proposal to maintain its Commission-11 

approved depreciation methodology18 is unavailing because NW Natural’s depreciation 12 

methodology and rates were proposed and approved in a different docket.  Contrary to 13 

parties’ claims, CUB and the Coalition bear the burden to show that their proposals should 14 

be implemented.  15 

IV. CUB’S PROPOSAL SHOULD BE REJECTED 16 

CUB’s proposal should be rejected because it relies on the faulty premise that the 17 

retirement of assets in a group depreciation account violates the used and useful standard 18 

in ORS 757.355.19  CUB asserts that because “ORS 757.355(1) prohibits a utility from 19 

 
16 CUB’s Revised Opening Brief at 7. 
17 Coalition’s Opening Brief at 5. 
18 CUB’s Revised Opening Brief at 7. 
19 In its Closing Brief, CUB argues for the first time that ORS 757.355 is “stricter than that found in other 
states.”  CUB’s Closing Brief at 3.  However, CUB does not explain or support this argument further and 
does not point to any other states with used and useful laws that it contends are not as strong as Oregon’s.  
In any event, no “wiggle room” in ORS 757.355 is needed, because group depreciation is not in tension 
with ORS 757.355. 
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including the cost of retired assets in rate base,” the Commission should either 1) find 1 

that asset retirements due to electrification are in the public interest, in which case 2 

NW Natural should move the remaining undepreciated investment into a regulatory asset 3 

earning interest at the time value of money, or 2) find that such asset retirements are not 4 

in the public interest, in which case undepreciated investment in the retired plant is not 5 

recoverable.20  6 

CUB’s framing presents a false choice.  Contrary to CUB’s claims, group 7 

depreciation does not violate the used and useful standard because it accurately 8 

accounts for the gradual addition and retirement of assets in a group account over time, 9 

as explained in detail in the Company’s Opening Brief21 and testimony.22  In addition to 10 

resting on a legally flawed premise, CUB’s proposal is flawed from a policy perspective 11 

because it likely would require the Company to move away from group depreciation for 12 

at least some assets, which would be burdensome and less accurate for NW Natural,23 13 

and is a dramatic shift that would impact several other Oregon utilities not participating in 14 

this case.24  Further, CUB’s proposal is premised on the incorrect and unsupported factual 15 

assumption that “climate change and electrification will ultimately replace the Company’s 16 

gas network.”25  Though this may be CUB’s desired outcome, there is no record evidence 17 

showing that CUB’s assumption is correct or that such outcome would be best for the 18 

utility customers CUB exists to protect.  For all of these reasons, CUB is incorrect that the 19 

 
20 CUB’s Revised Opening Brief at 1; see also CUB’s Closing Brief at 1, 4, 17-18. 
21 NW Natural’s Opening Brief at 7-11. 
22 NW Natural/3600, Spanos-Wilson-Kravitz/8-12.  
23 NW Natural/3000, Spanos-Wilson-Kravitz/13-14, 31-32; NW Natural/3600, Spanos-Wilson-Kravitz/19-
20. 
24 NW Natural/3600, Spanos-Wilson-Kravitz/22; see also NW Natural/3000, Spanos-Wilson-Kravitz/3 (“The 
group concept has been an integral part of utility depreciation accounting practice for many years.” (quoting 
Robert L. Hahne & Gregory E. Alief, Accounting for Public Utilities § 6.04 (2024))). 
25 See CUB’s Revised Opening Brief at 19. 
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Commission must determine whether retirements due to electrification are in the public 1 

interest under ORS 757.140(2). 2 

Even if the Commission reaches the merits of CUB’s proposal, it should decline to 3 

find that potential future asset retirements are in the public interest under ORS 757.140(2) 4 

based on CUB’s unquantified and unvalidated belief that such retirements will cause 5 

NW Natural’s Climate Protection Program (“CPP”) compliance costs to decrease—and 6 

by turning a blind eye to the costs required to replace the retired assets and discontinued 7 

gas service.  CUB’s proposal could also raise serious constitutional issues, and therefore 8 

the canon of constitutional avoidance counsels against its adoption as well. 9 

A. NW Natural’s Use of Group Depreciation is Legal and Accurate 10 

1. Group depreciation does not result in stranded assets being included 11 
in rates. 12 

CUB’s argument that group depreciation violates the used and useful standard 13 

unreasonably focuses only on plant that goes out of service sooner than the average life 14 

associated with a group account, but ignores plant that stays in service beyond the 15 

average life associated with that group account.  As explained in NW Natural’s Opening 16 

Brief, it is not expected that all assets in a group account will last for the account’s average 17 

service life,26 as CUB believes.27  Thus, CUB’s myopic focus on the unrecouped 18 

investment in assets retired prior to their group’s average service life entirely ignores how 19 

survivor curves and asset lives are determined in depreciation proceedings.28  As 20 

 
26 NW Natural’s Opening Brief at 8-9; see also NW Natural/1402, Spanos/13 (“The use of an average 
service life for a property group implies that the various units in the group have different lives.”). 
27 CUB’s Closing Brief at 4-5. 
28 See, e.g., NW Natural/1402, Spanos/44 (NW Natural’s 2023 depreciation study) ( “A characteristic of [the 
average service life approach to group depreciation] is that the cost of plant retired prior to average life is 
not fully recouped at the time of retirement, whereas the cost of plant retired subsequent to average life is 
more than fully recouped. Over the entire life cycle, the portion of cost not recouped prior to average life is 
balanced by the cost recouped subsequent to average life.”). 
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NW Natural explained, group depreciation accounts, over time, systematically, rationally, 1 

and accurately provide for recovery of NW Natural’s investment in assets in the account, 2 

reflecting an average life based on assets that are retired early and assets that remain in 3 

service beyond their expected retirement.29 4 

In its Opening Brief, CUB mischaracterizes the Company’s position and ignores 5 

the Company’s testimony by saying: “According to the Company, when a capital 6 

investment is subject to group depreciation there is no such thing as property being retired 7 

before it is fully depreciated, and therefore there can never be stranded cost.”30  To clarify, 8 

the Company has never said that there is no such thing as property being retired before 9 

it is fully depreciated.  The Company actually explained in testimony that “NW Natural will 10 

still have and always has recorded retired assets when they go out of service.  Proper 11 

utility accounting requires that when an asset is retired, the original cost is reduced and 12 

the accumulated depreciation is reduced by the same amount.”31  What the Company 13 

has said is that it is generally accurate32 to assume that assets in group accounts are fully 14 

depreciated when they are taken out of service.33  While some assets in group accounts 15 

are retired before being fully depreciated, others are retired when they are more than fully 16 

 
29 NW Natural/1400, Spanos/4; NW Natural/3000, Spanos-Wilson-Kravitz/13-14. 
30 CUB’s Revised Opening Brief at 16. 
31 NW Natural/3600, Spanos-Wilson-Kravitz/9. 
32 As explained in testimony and the Company’s Opening Brief, the Company recognizes that in limited 
circumstances, it may be appropriate to establish different regulatory treatment for asset retirements that 
are considered “abnormal” under the group depreciation method because they are unforeseen or 
unexpected, such as the early retirement of an entire generating station due to storm damage.  
NW Natural’s Opening Brief at 9; NW Natural/3000, Spanos-Wilson-Kravitz/8. 
33 See NW Natural’s Opening Brief at 9; NW Natural/3000, Spanos-Wilson-Kravitz/3 (quoting Robert L. 
Hahne & Gregory E. Alief, Accounting for Public Utilities § 6.04 (2024)); NW Natural/3600, Spanos-Wilson-
Kravitz/9.   
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depreciated, so on average, it is appropriate to assume that every asset retired from a 1 

group account is fully depreciated—no more and no less.34 2 

Relying on a very small sample size of the 10 customers over a five-month period 3 

who requested that their service line be removed and indicated they were electrifying, 4 

CUB claims there is a “distortion” in rate base due to early retirements.35  However, it is 5 

not possible to draw any meaningful conclusion from looking at just 10 service lines out 6 

of the 51 total requested service cuts that occurred over the span of a few months and 7 

out of the approximately 700 thousand customer accounts NW Natural serves in 8 

Oregon.36  And critically, future depreciation studies will identify and account for any early 9 

retirements in the asset group and result in modifications to asset lives and related 10 

depreciation rates, ensuring there is no distortion.  11 

2. ORS 757.355 does not prohibit NW Natural’s use of group 12 
depreciation.  13 

CUB argues that there is “no wiggle room” in ORS 757.355 and that it “bars the 14 

utility from keeping costs in rate base for utility plant after it is no longer serving 15 

customers.”37  But just a few years ago, in a brief discussing the application of 16 

ORS 757.355, CUB took a more nuanced view of the statute’s scope and suggested that 17 

the retirement of plant subject to group depreciation would not violate the statute.38  CUB’s 18 

 
34 See NW Natural’s Opening Brief at 9; NW Natural/3000, Spanos-Wilson-Kravitz/3 (quoting Robert L. 
Hahne & Gregory E. Alief, Accounting for Public Utilities § 6.04 (2024)); NW Natural/3600, Spanos-Wilson-
Kravitz/9. 
35 CUB’s Closing Brief at 9-10. 
36 NW Natural/100, Palfreyman-Kravitz/4. 
37 CUB’s Closing Brief at 4.  CUB supports this statement with references to a Commission order (Order 
No. 08-487) and Oregon Court of Appeals decision (Citizens’ Util. Bd. v. PUC, 154 Or App 702 (1998)) 
addressing Trojan.  But as explained in NW Natural’s Opening Brief, the Trojan cases involved the 
retirement of a major generating asset—not the gradual retirement of assets in a group depreciation 
account over time.  NW Natural’s Opening Brief at 10-11. 
38 See Docket No. UE 394, Order No. 22-129 at 41 (“CUB distinguishes this ‘once-in-a-lifetime transition’ 
from the replacement of plant such as transformers, poles, and any lesser plant subject to group 
depreciation.” (citing Docket No. UE 394, CUB’s Revised Opening Brief at 8 (Feb. 22, 2022))). 
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prior position is unsurprising because, if CUB’s current position (that ORS 757.355 and 1 

the case law CUB cites provide “no wiggle room”) were correct, then the Commission and 2 

all utilities have been violating the statute since it was adopted 45 years ago by retiring 3 

plant between rate cases without updating rates.  Moreover, many utilities in Oregon have 4 

used group depreciation for years without any suggestion that the general use of this 5 

practice presents a used and useful concern.  Clearly, ORS 757.355 is not the flat 6 

prohibition that CUB claims.   7 

CUB continues to rely on judicial decisions related to the Trojan nuclear plant 8 

retirement and Order No. 20-473 in docket UE 374 regarding PacifiCorp’s replacement of 9 

analog meters with advanced metering infrastructure (“AMI”) meters,39 but these 10 

decisions do not support CUB’s arguments in this case.  For the reasons explained in 11 

NW Natural’s testimony and Opening Brief and not repeated here, the Commission took 12 

care in Order No. 20-473 to limit its decision to its unique facts, and Order No. 20-473 did 13 

not establish a general policy of removing retired assets in group accounts from rate 14 

base.40  And, the Trojan example relates to the shutdown of an entire generating plant 15 

that would have ended the Trojan group account, thus making the circumstances in Trojan 16 

distinguishable from the gradual retirement of assets in a group account over time.41   17 

In fact, the precedent CUB relies upon disproves CUB’s argument that group 18 

depreciation violates ORS 757.355.  None of the judicial or Commission decisions relied 19 

upon by CUB hold that the group depreciation methodology is per se illegal, despite what 20 

 
39 See generally CUB’s Revised Opening Brief; CUB’s Closing Brief. 
40 NW Natural’s Opening Brief at 9-10; NW Natural/3000, Spanos-Wilson-Kravitz/9-12; NW Natural/3600, 
Spanos-Wilson-Kravitz/10-11. 
41 NW Natural/3000, Spanos-Wilson-Kravitz/12; NW Natural/3600, Spanos-Wilson-Kravitz/11. 
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CUB claims.42  If group depreciation were plainly unlawful, surely the Commission would 1 

have said so in Order No. 20-473 addressing the PacifiCorp meter retirements, because 2 

that would have been dispositive.  But instead, the Commission’s decision in Order 3 

No. 20-473 was narrow and fact-based, and the Commission carefully specified in its 4 

order on reconsideration that special treatment for retired assets—i.e., removing 5 

undepreciated investment from a group account and placing it in a regulatory asset—is 6 

evaluated on a “case-by-case basis.”43  Order No. 20-473 held that retirements in the 7 

usual course do not present used and useful concerns, meaning that group depreciation 8 

generally does not run afoul of ORS 757.355.44  CUB does not—and indeed cannot—9 

reconcile its assertions about the illegality of the Company’s group depreciation practices 10 

with these orders. 11 

Accordingly, both CUB’s primary proposal (moving from group depreciation to a 12 

regulatory asset) and late-raised alternative proposals (that no return45 or cost recovery46 13 

should be allowed at all) cannot be reconciled with the Commission’s precedent regarding 14 

group depreciation.  15 

3. NW Natural’s use of group depreciation is thoroughly vetted by 16 
stakeholders, approved by the Commission, and does not result in 17 
unjust rates.  18 

CUB argues group depreciation produces unjust rates because the utility 19 

ratemaking model—which gives utilities a reasonable opportunity to earn a return on their 20 

investment in their system—“creates an incentive to depreciate capital investments over 21 

 
42 CUB’s Revised Opening Brief at 16; CUB’s Closing Brief at 4. 
43 In re PacifiCorp, dba Pacific Power, Request for a Gen. Rate Revision, Docket No. UE 374, Order No. 
20-473 at 91 (Dec. 18, 2020); Docket No. UE 374, Order No. 21-090 at 8 (Mar. 29, 2021). 
44 Docket No. UE 374, Order No. 20-473 at 91 (stating that the “gradual replacement and retirements of 
individual units over time” would not present used and useful concerns). 
45 CUB’s Revised Opening Brief at 31; CUB/200, Jenks/22-23.   
46 CUB’s Revised Opening Brief at 1. 
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the longest period of time that can be justified.”47  CUB also expressed concerns 1 

regarding a perceived “lack of transparency” in group depreciation.48  But NW Natural’s 2 

depreciation practices are subject to significant scrutiny and Commission approval, and 3 

CUB’s accusation that NW Natural’s rates are unjustly oriented toward maximizing the 4 

Company’s profit is offensive, unsupported, and wrong.   5 

Although the Commission requires that utilities file a depreciation study once every 6 

five years, within the last five years the Company has filed three depreciation studies.49  7 

These studies are transparent and detailed, including with respect to NW Natural’s group 8 

depreciation practices and derivation of survivor curves.  For example, NW Natural’s 2023 9 

depreciation study, included in the record as NW Natural/1402, contains an explanation 10 

of group depreciation calculations and describes “the factors and judgment utilized in the 11 

average service life analysis,”50 among other information.   12 

In the Company’s depreciation dockets, Staff and stakeholders review and provide 13 

feedback on NW Natural’s depreciation studies and the resulting depreciation rates, and 14 

the Commission approves the depreciation rates.  Staff provided testimony in this docket 15 

regarding NW Natural’s depreciation study, which in the context of emissions reductions, 16 

recognized the value of the Company’s distribution system in allowing Oregon to leverage 17 

existing infrastructure for emerging energy needs, and agreed with the Company’s 18 

 
47 CUB’s Revised Opening Brief at 10. 
48 CUB’s Closing Brief at 11. 
49 NW Natural/3000, Spanos-Wilson-Kravitz/29 (citing NW Natural/1402, Spanos and In re Nw. Nat. Gas 
Co., dba NW Natural, Updated Depreciation Study, Docket No. UM 2363, NW Natural’s Updated 
Depreciation Study (Dec. 30, 2024) (2023 Depreciation Study); In re Nw. Nat. Gas Co., dba NW Natural, 
Updated Depreciation Study, Docket No. UM 2312, NW Natural’s Updated Depreciation Study (Jan. 2, 
2024) (2022 Depreciation Study); In re Nw. Nat. Gas Co., dba NW Natural, Updated Depreciation Study 
Pursuant to OAR 860-027-0350, Docket No. UM 2214, NW Natural’s Updated Depreciation Study (Dec. 17, 
2021) (2020 Depreciation Study)). 
50 NW Natural/1400, Spanos/3; see NW Natural/1402, Spanos/34-38, 44. 
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decision to not propose accelerated depreciation.51  Staff also affirmed that “[e]valuating 1 

key depreciation parameters—such as Survival Curve Projection Life and Net Salvage 2 

Rate—is essential in assessing the Company’s depreciation policy” and committed to 3 

“maintain analytical integrity by relying on scientific evidence to determine the industrial 4 

asset survival rates and net salvage rates, ensuring the establishment of fair and 5 

reasonable depreciation rates.”52 6 

CUB, on the other hand, entirely ignores the depreciation study process, and 7 

seems to be suggesting that for as long as NW Natural and its peer utilities have used 8 

the group depreciation methodology, they have snuck one by the Commission and 9 

intervenors in the Company’s depreciation dockets—despite the fact that the Company 10 

has transparently discussed its use of the group depreciation methodology in its 11 

depreciation studies.53  And despite having the opportunity to do so, CUB has either not 12 

intervened or not meaningfully engaged with NW Natural’s recent depreciation dockets,54 13 

which seems incongruent with CUB’s fervent advocacy in this case opposing 14 

NW Natural’s group depreciation practices as illegal and insufficiently transparent.  15 

4. Group depreciation will remain accurate and appropriate even if 16 
significant electrification were to occur. 17 

Contradicting its prior advocacy about group depreciation being a per se violation 18 

of ORS 757.355, CUB pivots to admitting that the average life approach to group 19 

depreciation “may work” in some circumstances,55 but no longer works when “a factor 20 

that was not considered in the average life comes into play, such as climate change and 21 

 
51 Staff/700, Peng/16.  
52 Staff/700, Peng/16.  
53 See, e.g., NW Natural/1402, Spanos/44. 
54 NW Natural/3600, Spanos-Wilson-Kravitz/28. 
55 CUB’s Revised Opening Brief at 18. 
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the need to move away from fossil fuels.”56  Related to this concern, CUB suggests that 1 

the average service lives for services reflected in the Company’s depreciation rates are 2 

not realistic57 and speculates that as customers electrify, the unamortized investment in 3 

retired service lines will remain in the group depreciation account and will compound over 4 

time as depreciation rates are unable to keep up with asset retirements.58 5 

CUB’s concerns in this vein would most appropriately be taken up in the 6 

Company’s depreciation study dockets, in which CUB would have an opportunity to 7 

engage with the Company and other stakeholders on issues such as the appropriate 8 

estimated life for service lines.  For example, in NW Natural’s two most recent 9 

depreciation study dockets, NW Natural proposed shorter lives for some assets, but 10 

parties were reluctant to make the full proposed adjustments to NW Natural’s depreciation 11 

rates out of concern for the rate impacts of decreasing assets’ lives.59  (As the 12 

Commission is aware, shortening asset lives leads to higher depreciation rates, which 13 

increases customer rates.)  CUB arguably could and should have participated in the 14 

depreciation dockets and raised its concerns proactively in a more appropriate forum, 15 

rather than attacking foundational plant accounting principles in this case.  But CUB has 16 

 
56 CUB’s Revised Opening Brief at 18. 
57 CUB’s Closing Brief at 5 (discussing Portland Gen. Elec. Co. v. United States, 189 F Supp 290, 297–98 
(D Or 1960)).  Contrary to CUB’s argument, Portland General Electric Co. v. United States does not support 
CUB’s claim that group depreciation of service lines presents used and useful concerns in the context of 
climate change.  First and foremost, that case involved the reasonableness of depreciation practices for 
purposes of federal income tax accounting, as opposed to regulatory accounting.  Second, the court’s 
reasoning was based in part on the IRS Commissioner’s assignment of average lives to vintage groups 
without accounting for the dispersion of asset retirements that would be expected over time: “It appears 
that the Commissioner's agents never made any attempt to determine the range of lives of PGE's 
depreciable property ….”  Portland Gen. Elec., 189 F Supp at 298.  As explained, the Company’s survivor 
curves do reflect the dispersion pattern of assets in the Company’s depreciation groups.  NW Natural/3000, 
Spanos-Wilson-Kravitz/6; NW Natural’s Opening Brief at 8 (stating that 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”). 
58 CUB’s Revised Opening Brief at 10-11. 
59 NW Natural/3000, Spanos-Wilson-Kravitz/29. 
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opted to either not intervene or not participate in the Company’s recent depreciation 1 

dockets60 and instead seeks to collaterally attack the results here. 2 

As Staff agrees, the evidence in this proceeding shows that the rate of 3 

electrification has not had a material impact on the rate at which services are retired.61  4 

Instead, the record establishes that the overall forces of service line retirements today are 5 

the same as what has been present in the past, and there is no planned rapid or large 6 

scale service line retirement or replacement effort expected at this time.62  Because the 7 

small number of retirements due to electrification to date reflect a pace that is consistent 8 

with ordinary wear and tear, they are already accounted for by the group depreciation 9 

method’s accommodation of variability in individual assets’ useful lives, so there is nothing 10 

“abnormal” about service line retirements under these circumstances that would warrant 11 

different accounting treatment.63  Thus, it is accurate and appropriate for the Company to 12 

consider the retirement of assets due to customer-requested service pipe disconnections 13 

“part of the normal course of business . . . [that is] consistent with the concept of ordinary 14 

wear and tear.”64 15 

 
60 NW Natural/3600, Spanos-Wilson-Kravitz/28. 
61 Staff’s Closing Brief at 3; NW Natural/3600, Spanos-Wilson-Kravitz/12. 
62 NW Natural/3600, Spanos-Wilson-Kravitz/12. 
63 CUB/314 at 1-2; NW Natural/3600, Spanos-Wilson-Kravitz/12. 
64 CUB/314 at 1-2.  CUB relies on a United States Internal Revenue Service (“IRS”) memorandum to argue 
that abnormal retirements due to causes of retirement not contemplated when the applicable depreciation 
rate was set necessitate adjusting the depreciation approach to accommodate the abnormal retirement.  
CUB’s Closing Brief at 5 (citing I.R.S. Gen. Couns. Mem. 33454 (Mar. 9, 1967)).  However, the IRS 
memorandum cited by CUB is consistent with the principle from the Federal Energy Regulatory Commission 
Uniform System of Accounts accounting guidance referenced by the Company in its testimony and Opening 
Brief that “the only time a retirement should be considered to be accounted for differently under group 
depreciation method is when unforeseen or unexpected retirements have occurred.”  NW Natural/3000, 
Spanos-Wilson-Kravitz/8; see also NW Natural’s Opening Brief at 9.  The IRS memorandum does not 
support deeming any of NW Natural’s asset retirements “abnormal” and does not contradict NW Natural’s 
understanding of when an asset retirement in a group account should be accounted for differently. 
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To prop up its unsupported theory, CUB makes up an “illustrative” figure 1 

(“Figure 1”), purporting to show “[s]tranded costs of LEAs at different levels of 2 

electrification.”65  To be clear, Figure 1 contains only hypothetical data and calculations 3 

concocted by CUB and is not based on record evidence—and for that reason, the 4 

Commission should give Figure 1 zero weight.66  In any case, there are three key reasons 5 

why runaway undepreciated investment in retired service lines is unlikely to occur in the 6 

future, if significant electrification were ever to occur.   7 

First, during NW Natural’s periodic depreciation studies, survivor curves are 8 

updated to reflect asset retirements and additions to group accounts.67  This means that 9 

the average life reflected in the annual depreciation accrual rate for a group account is 10 

regularly calibrated to account for asset retirements that have occurred for any reason, 11 

including electrification.68     12 

Second, expectations about the future of the gas system are accounted for in the 13 

first place when depreciation rates are set, as part of the calculation of average lives in 14 

NW Natural’s depreciation studies, and when intervenors and the Commission provide 15 

feedback regarding the resulting depreciation rates.  For example, NW Natural’s 2023 16 

depreciation study explained: “The annual accrual rates were calculated … using the 17 

average service life procedure based on estimates which reflect … current historical 18 

evidence and expected future conditions.”69  To paraphrase, depreciation rates not only 19 

 
65 CUB’s Closing Brief at 6-7. 
66 NW Natural believes that the figures in the column titled “number of residential service lines installed” 
may be sourced from a data response provided by the Company in a different docket.  Notwithstanding the 
fact that the Company may have provided these numbers in a different docket, they are not in the record in 
this case. CUB provides no support or source for its “[a]ssumed average cost of a LEA.” 
67 NW Natural’s Opening Brief at 8 (citing NW Natural/3000, Spanos-Wilson-Kravitz/33). 
68 NW Natural’s Opening Brief at 8.  
69 NW Natural/1402, Spanos/49. 
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reflect historical data but also reflect assumptions about the future of the gas system and 1 

what that means for assets’ expected lives.70   2 

Third, NW Natural has been responsibly filing periodic depreciation studies to 3 

update its depreciation rates and will continue to do so.71  Average lives are updated 4 

regularly in NW Natural’s depreciation studies to ensure they remain accurate.72  5 

Assuming only for the sake of argument that customer losses due to electrification were 6 

to become a significant trend, NW Natural’s depreciation studies would capture any such 7 

changes via the expected average lives, so that there would not be a mismatch between 8 

assets’ age at retirement and the assets’ estimated average lives used to set depreciation 9 

rates. 10 

The Commission should find that NW Natural’s use of group depreciation is 11 

accurate and legal and should therefore decline to consider CUB’s request for a public 12 

interest finding. 13 

B. Shifting from Group Depreciation Would be an Unprecedented Departure 14 
from an Industry Norm, Unworkably Burdensome, and Less Accurate 15 

In its Closing Brief, CUB asserts for the first time that its proposal is compatible 16 

with group depreciation and would not require NW Natural to switch to unit depreciation.73  17 

From its Opening Testimony through its Closing Brief, CUB has continuously changed its 18 

exact recommendations and proposals regarding group depreciation, which has made it 19 

exceedingly difficult to understand and respond to what CUB is proposing.74  CUB first 20 

argued that the Company should track depreciation data on an individual asset basis 21 

 
70 See NW Natural/1402, Spanos/49. 
71 NW Natural/3000, Spanos-Wilson-Kravitz/29; NW Natural/3600, Spanos-Wilson-Kravitz/28-29. 
72 NW Natural/3600, Spanos-Wilson-Kravitz/29. 
73 CUB’s Closing Brief at 10. 
74 See also AWEC’s Closing Brief at 2-4. 
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going forward for all its distribution plant, and employ various proposals to retroactively 1 

estimate accumulated depreciation data for plant already in group accounts for which 2 

individual data does not exist.75  CUB appears to have abandoned these proposals in its 3 

Closing Brief, which makes it unclear whether CUB’s proposals have again changed.  But 4 

to the extent CUB still maintains that the Company should individually track depreciation 5 

data for service lines or other distribution plant, this is the functional equivalent of unit 6 

depreciation.  For the reasons explained in the Company’s Opening Brief and testimony, 7 

group depreciation is more accurate than individually tracking depreciation inputs for 8 

millions of Company assets, and it would be unworkably burdensome to track individual 9 

data points for millions of assets.76   10 

Contrary to CUB’s argument that group depreciation is not a “reasonable 11 

depreciation practice,”77 group depreciation is the industry norm, used by electric and 12 

natural gas utilities alike for years.78  Indeed, CUB ignores or minimizes the novel, 13 

potentially far-reaching, and unprecedented nature of its recommendations, or its 14 

proposals’ detrimental impacts on accuracy, instead arguing “[t]he Commission has 15 

previously instituted the appropriate ratemaking treatment for the future retirement of 16 

assets” in docket UE 202.79  But docket UE 202 involved a significantly different factual 17 

scenario and did not purport to establish an approach for any and all future asset 18 

retirements.   19 

 
75 CUB/200, Jenks/25-28; CUB’s Revised Opening Brief at 14. 
76 See NW Natural’s Opening Brief at 11-13.  Although NW Natural has not performed a detailed cost-
benefit analysis in the limited time available during this rate case, the Company fully expects that it would 
cost significantly more to implement CUB’s proposal than the value of the assets being tracked.  
NW Natural/3600, Spanos-Wilson-Kravitz/28. 
77 See, e.g., CUB’s Closing Brief at 4. 
78 NW Natural’s Opening Brief at 12; NW Natural/3600, Spanos-Wilson-Kravitz/27. 
79 CUB’s Closing Brief at 12. 
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Docket UE 202 concerned Idaho Power Company’s (“Idaho Power”) settlement 1 

with Staff that permitted Idaho Power to pursue accelerated depreciation of its existing 2 

meters in advance of their replacement with AMI meters.80  The facts of that docket were 3 

different because accelerated depreciation is not what CUB is proposing in this 4 

proceeding.81  And that settlement did not establish a generally applicable, forward-5 

looking policy for future unspecified asset retirements that would undo existing 6 

depreciation practices outside of a depreciation docket—which is what CUB is advocating 7 

in this case.82  Moreover, like the PacifiCorp AMI meter effort addressed in Order No. 20-8 

473 discussed above, Idaho Power’s meter replacement effort in docket UE 202 is 9 

distinguishable based on its scale and speed; it concerned deploying AMI technology 10 

throughout all of Idaho Power’s service territory over three years.83 11 

CUB also claims that NW Natural did not support its argument that it would need 12 

additional resources and employees to implement CUB’s proposal that it individually track 13 

the lives of service lines.84  Additionally, CUB describes its approach as a “least regrets” 14 

option, suggesting it has no downside or real world consequences.85  But the record 15 

makes clear CUB’s proposal would be burdensome in the following ways:  16 

• More detailed and cumbersome accounting.  CUB’s proposal would require 17 
different and significantly more detailed accounting treatment for assets that serve 18 
individual customers, such as service lines, while retaining NW Natural’s existing 19 
depreciation practices for assets that serve multiple customers, creating a situation 20 

 
80 In re Idaho Power Co., Application to Accelerate Depreciation of Existing Metering Equip. to be Replaced 
by Advanced Metering Infrastructure (“AMI”) Installation; and to Implement Revised Depreciation Rates for 
the Co.’s Elec. Plant-in-Service, Docket No. UE 202, Order No. 08-614 at 1 (Dec. 30, 2008). 
81 See CUB/200, Jenks/19. 
82 See generally Docket No. UE 202, Order No. 08-614. 
83 Docket No. UE 202, Order No. 08-614 at 2. 
84 CUB’s Revised Opening Brief at 30. 
85 CUB’s Closing Brief at 16. 
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where NW Natural would be following different depreciation practices depending 1 
on the asset.86  2 

• Less accurate. For service lines already in service, it is not possible to properly 3 
identify the individual service line being retired in the current plant record, since 4 
services are currently tracked as a group.87  As a result, NW Natural cannot provide 5 
an accurate life for each individual service, or an accurate estimate of the cost of 6 
removal and gross salvage.88 7 

• Additional employees.  Attempting to estimate depreciation inputs for services 8 
being retired from group accounts for which asset-level data has not previously 9 
been recorded would require additional work from employees in several different 10 
business units at NW Natural—including field crews, engineering, and 11 
accounting.89   12 

• Manual entries.  NW Natural lacks the software or staffing to track gains and 13 
losses for each individual asset depreciated on a unit basis going forward.90  14 
Tracking service lines on a unit basis going forward would require manually 15 
entering a projected life for each service line as each service line was put into 16 
service.91  Then, for each individual service line, constant manual updates would 17 
be needed over the life of the asset to record any theoretical gains or losses.92  18 
This would entail thousands of manual entries per year.93 Additionally, any future 19 
retirements or replacements of service lines would need to be manually recorded 20 
at the asset level.94  21 

Finally, CUB argues that certain data tracking NW Natural is already doing or has 22 

recently started could be leveraged to reduce the burden of implementing its proposals.95  23 

Specifically, CUB alleges there are “existing LEA records and data in [NW Natural’s] ‘prior 24 

customer records management system’” and that the Company began tracking customer 25 

requests to cut service lines in March of this year.96  But, as the Company already 26 

explained in testimony, “there is no ‘LEA customer database.’”97  NW Natural understands 27 

 
86 NW Natural’s Opening Brief at 12. 
87 NW Natural/3000, Spanos-Wilson-Kravitz/14, 31. 
88 NW Natural/3000, Spanos-Wilson-Kravitz/31-32. 
89 NW Natural/3000, Spanos-Wilson-Kravitz/31. 
90 NW Natural/3600, Spanos-Wilson-Kravitz/20. 
91 NW Natural/3000, Spanos-Wilson-Kravitz/4. 
92 NW Natural/3600, Spanos-Wilson-Kravitz/20. 
93 NW Natural/3000, Spanos-Wilson-Kravitz/4. 
94 NW Natural/3000, Spanos-Wilson-Kravitz/14. 
95 CUB’s Revised Opening Brief at 30. 
96 CUB’s Revised Opening Brief at 30 & n.104. 
97 NW Natural/3600, Spanos-Wilson-Kravitz/25. 
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CUB to be referring to responses NW Natural provided to data requests in docket UG 490, 1 

which required NW Natural to provide individualized line extension cost data for 2 

residential and commercial line extensions that went into service from 2018-2023.98  3 

Those data points were not analyzed and compiled for purposes of inclusion in an 4 

accumulated depreciation study, meaning that there are not relevant “mechanisms [that] 5 

can be leveraged to limit workload.”99  In fact, producing this data for the discovery 6 

responses was a manual process, and the cost of recapturing that process for thousands 7 

of miles of mains and approximately 600 thousand service lines would be extraordinary.100  8 

Replicating the same analysis for years prior to 2018 and for all service lines and main 9 

extensions in service is also not possible due to data and system limitations.101  Moreover, 10 

contrary to CUB’s contention, the records produced would not be easily leveraged.102  11 

Finally, the fact that NW Natural implemented a new process in March 2025 to 12 

track customer requests for service cuts separately from other service work orders does 13 

not undermine its position regarding the extreme burden associated with implementing 14 

CUB’s proposal, since the most burdensome aspect of CUB’s proposal is manually 15 

tracking depreciation data for individual assets, not identifying the cause of retirement. 16 

 
98 NW Natural/3600, Spanos-Wilson-Kravitz/25. 
99 CUB’s Revised Opening Brief at 30. 
100 NW Natural/3600, Spanos-Wilson-Kravitz/25. 
101 For instance, the Company has had multiple versions of SAP, its enterprise operating software, since 
2010.  NW Natural/2300, Fellon-Siores/11; NW Natural/3600, Spanos-Wilson-Kravitz/25. 
102 NW Natural/3600, Spanos-Wilson-Kravitz/25 (explaining that the total costs presented in those discovery 
responses included service lines, meters, and main extension costs, if applicable, and all had different 
service lives and that the main extension cost allocation applied to a particular service line may have 
different in-service dates compared to the service line itself). 
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C. Electrification is Not Occurring on a Significant Scale 1 

Contrary to CUB’s assertion, electrification is not occurring on NW Natural’s 2 

system on a significant scale,103 which distinguishes the consideration of group 3 

depreciation in this case from PacifiCorp’s replacement of 85 percent of its meters that 4 

the Commission addressed in docket UE 374.104  Here, CUB has failed to introduce any 5 

evidence showing significant asset retirements related to electrification, instead referring 6 

to what CUB itself describes as “an[ec]dotal evidence” of people CUB knows who have 7 

electrified.105   8 

CUB relies on a discovery response in which the Company provided data showing 9 

that in five months, there were 51 customer-initiated requests to cut service, 10 of which 10 

involved the customer stating that they plan to switch to electric service only.106  Far from 11 

evidence of a significant trend of electrification; these data actually confirm the 12 

Company’s testimony that service cuts due to electrification are not happening on a 13 

meaningful scale.  To put these numbers in context, NW Natural has over 700 thousand 14 

Oregon customer accounts.107  15 

When providing the data on service cut requests, NW Natural explained that there 16 

may be circumstances other than electrification driving the request, such as removal of 17 

 
103 NW Natural/3000, Spanos-Wilson-Kravitz/28. 
104 Docket No. UE 374, Order No. 20-473 at 91. 
105 CUB/200, Jenks/16; see also CUB/100, Jenks/22 (stating that “[a]necdotal evidence (i.e., I know people 
who have electrified their home and discontinued gas service) suggests electrification is happening”) 
(internal parenthetical in original). 
106 CUB’s Revised Opening Brief at 9 (citing CUB/316 at 1; CUB/317). 
107 NW Natural/100, Palfreyman-Kravitz/4. 
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idle risers or remodels where the future utility plans are not disclosed.108  But even if it 1 

were assumed for the sake of argument that there were customer-initiated service cuts 2 

related to electrification at a rate of approximately 10 per month, this would reflect 3 

0.0014 percent of Oregon customer accounts per month, or 0.0005 percent of 4 

NW Natural’s total customer base per month.  Meanwhile, NW Natural’s system is 5 

continuing to experience net customer growth, even though Oregon’s population growth 6 

has stagnated.109    7 

CUB also references evidence that the Commission relied upon in docket UG 435 8 

and asserts that “similar” evidence of electrification exists in this proceeding,”110 and in 9 

its Closing Brief, CUB again refers to the record in that case to support its arguments 10 

here.111  This argument is not persuasive because CUB overstates the Commission’s 11 

conclusions in docket UG 435.  In that case, the Commission discussed evidence in the 12 

record that parties had introduced on the issue of whether NW Natural’s line extension 13 

allowance (“LEA”) remained appropriate as designed.112  The Commission stated that 14 

“assum[ing] customers remain on the system for 30 years with a predictable throughput[] 15 

is likely too optimistic of an assumption” and opined that it was “more likely” that the future 16 

 
108 In its discovery response, included in the record as Exhibit CUB/316, the Company provided the following 
context for the service cut data: “NW Natural implemented a new process in March 2025 to track customer 
requests for service cuts separately from other service work orders.  Most of these work orders are based 
on service cut requests related to demolition/renovations of residential homes and the associated future 
plans for utility service at the site, and we cannot definitively conclude that gas service will not be reinstalled.  
Some of the work orders were related to removing idle risers where gas service was terminated years 
before March 2025.  Since the Company began tracking this data in March 2025, the Company has 
recorded a total of 51 customers that requested service cuts.” 
109 NW Natural/3400, Rush-Kravitz/60-61; NW Natural/1700, Rush-Kravitz/33 (citing U.S. Census Bureau, 
QuickFacts – Oregon (available at: https://www.census.gov/quickfacts/fact/table/OR/PST045224); Or. 
Dep’t of Admin. Servs. Off. of Econ. Analysis, Population and Demographic Outlook Report (available at: 
https://www.oregon.gov/das/oea/Documents/demographic.pdf)). 
110 CUB’s Revised Opening Brief at 8. 
111 CUB’s Closing Brief at 8. 
112 In re Nw. Nat. Gas Co., dba NW Natural, Request for a Gen. Rate Revision (UG 435), et al., Docket No. 
UG 435, Order No. 22-388 at 48 (Oct. 24, 2022). 
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(defined for purposes of the Commission’s discussion as a 30-year timeframe) would be 1 

“extremely dynamic and different” as opposed to “business-as-usual.”113  So, contrary to 2 

CUB’s suggestion, the Commission in docket UG 435 was discussing a likelihood of 3 

change—not an ongoing, significant “trend of electrification.”114 4 

Even if it were relevant, the Commission cannot import its conclusion regarding 5 

the dynamic future of the gas system into this docket.115  The Commission must base its 6 

findings on evidence in the record in this proceeding, and the Commission’s reliance on 7 

a prior order is not a “substitute for substantial evidence in the record.”116 8 

CUB also points to NW Natural’s more than one-decade-old testimony in docket 9 

UM 1565, as summarized by the Commission’s order in that docket.117  CUB states that 10 

NW Natural reported there were 5,000 heat pumps installed across its service territory 11 

from 2006-2011, with half of those installed in homes of gas customers.118  This is 12 

inaccurate.  The order says that “the gas utilities report that over 5,000 customers installed 13 

heat pumps during the 2006-2011 timeframe, with half of those being installed in homes 14 

of NW Natural customers.”119  Even if CUB’s information from docket UM 1565 were 15 

accurate, not outdated, and had been properly admitted as evidence in this proceeding, 16 

CUB’s recitation does not provide the full picture.  The number of heat pumps installed in 17 

NW Natural’s service territory over a historical five year period does not represent a net 18 

departure of customers from the gas system because it ignores the number of customers 19 

 
113 Docket No. UG 435, Order No. 22-388 at 49. 
114 CUB’s Revised Opening Brief at 8. 
115 Calpine Energy Sols. LLC v. PUC, 298 Or App 143, 162, 445 P3d 308, 318 (2019). 
116 Calpine, 298 Or App at 162. 
117 CUB’s Revised Opening Brief at 9-10. 
118 CUB’s Revised Opening Brief at 9-10. 
119 In re Pub. Util. Comm’n of Or., Investigation of Fuel Switching and Cross Fuel Energy Issues, Docket 
No. UM 1565, Order No. 13-104 at 3 (Mar. 27, 2013) (emphasis added). 
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that switched from electric to gas for home heating, and the number of homes where 1 

customers installed a heat pump in addition to a new or preexisting gas furnace.  2 

Moreover, the order cited by CUB shows that over the same 2006-2011 time period during 3 

which NW Natural estimated 2,500 heat pumps were installed in its customers’ homes, 4 

Staff reported that 39,000 customers switched from non-gas to gas heat.120 5 

Next, CUB points out that, although NW Natural is continuing to add customers, 6 

the pace of customer growth is slowing.121  However, NW Natural’s slowing rate of 7 

customer growth is because the total population in Oregon is declining.122  The fact that 8 

NW Natural’s system is continuing to grow (albeit at a slower rate) while the overall 9 

population in the state is declining actually demonstrates the continued vitality of 10 

NW Natural’s system and consumer demand for gas service.123 11 

Finally, NW Natural notes that CUB’s Opening Brief misstates the Company’s 12 

position by saying that NW Natural “argues it has not observed electrification happening 13 

on its system.”124  To be clear, the Company’s position—which is supported by all the 14 

evidence in the record—is that electrification is not happening on a significant scale.125  15 

CUB also references various NW Natural testimony in this proceeding that CUB claims 16 

show NW Natural views electrification “as a threat to business.”126  Contrary to CUB’s 17 

 
120 Docket No. UM 1565, Order No. 13-104 at 3. 
121 CUB’s Closing Brief at 13. 
122 NW Natural/1700, Rush-Kravitz/18, 33. 
123 NW Natural/1700, Rush-Kravitz/33. 
124 CUB’s Revised Opening Brief at 9. 
125 NW Natural/3600, Spanos-Wilson-Kravitz/12 (“There is no planned rapid, large scale replacement effort 
for service lines at this time. … [T]here is no pattern of a large-scale asset replacement program 
happening….”); NW Natural/3600, Spanos-Wilson-Kravitz/17-18 (“[O]ut of CUB’s seven potential 
approaches to identifying electrification, NW Natural is not aware of any that are presently occurring, except 
for a small handful of customers … that would fit into the third category.  The remaining categories are 
wholly speculative.”). 
126 CUB’s Revised Opening Brief at 14 (citing NW Natural/400, Nelson/3, 53, 60-61; NW Natural/2000, 
Nelson/73; NW Natural/301, Wilson/24). 
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argument,127 NW Natural’s position that electrification is not happening on a significant 1 

scale is not inconsistent with positions it expressed in testimony regarding electrification 2 

being a business risk.  Acknowledging something as a business risk is not the same thing 3 

as stating that it is currently occurring on a significant scale. 4 

D. There is No Legal or Factual Basis for a Finding that Electrification is in the 5 
Public Interest 6 

Because group depreciation is a legal and accurate methodology, and because 7 

electrification is not occurring on a significant scale, CUB’s proposal rests upon faulty 8 

legal, policy, and factual premises.  Thus, there is no need for the Commission to reach 9 

the issue of whether electrification is in the public interest.128  However, if the Commission 10 

were to reach this issue, it should not accept CUB’s framing of how it should evaluate 11 

“public interest” under ORS 757.140(2) and should decline to make the requested finding 12 

based on the record in this case. 13 

1. CUB’s approach to evaluating “public interest” under ORS 757.140(2) 14 
is overly narrow and flawed. 15 

Although CUB repeatedly requested broadly that the Commission make a finding 16 

that electrification is in the public interest,129 CUB has recently attempted to reframe its 17 

proposal as seeking a more narrow public interest finding related to retirements of 18 

services, meters, and mains.130  While CUB’s advocacy has been a moving target, it 19 

 
127 CUB’s Revised Opening Brief at 14. 
128 NW Natural’s Opening Brief at 3, 7, 16.  
129 CUB/100, Jenks/24, 33; CUB/200, Jenks/13, 22, 53; see also Joint Issues List. The original framing of 
CUB’s proposal as requesting a broad and general finding that “electrification is in the public interest” could 
lead to actions that would contravene NW Natural’s duty to serve, and therefore, as discussed below in 
Section V.A.1, would be beyond the Commission’s authority.  But NW Natural is not addressing these 
concerns here, based on the understanding that CUB has narrowed its request and now seeks a finding 
that “retirement due to electrification” is in the public interest.  See CUB’s Closing Brief at 2 (“[W]e are not 
asking the Commission to fin[d] 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).”). 
130 See CUB’s Closing Brief at 3-4. 
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appears that CUB’s public interest inquiry should be understood in the context of asset 1 

retirement under ORS 757.140(2).  However, CUB’s approach to analyzing the “public 2 

interest” under ORS 757.140(2) is inconsistent with precedent and inappropriate in the 3 

circumstances here. 4 

CUB argues that the Commission should “disregard” NW Natural’s evidence and 5 

arguments concerning the emissions, cost, and resource adequacy impacts of 6 

electrification when determining whether electrification is in the public interest, because 7 

“CUB’s proposal is not about the electric utilities.”131  Instead CUB asks that the 8 

Commission consider only whether electrification “can reduce rates for [NW Natural’s] 9 

customers,” with no consideration of its effects beyond that narrow sphere.132    10 

Previously, the Commission has applied ORS 757.140(2)’s “public interest” 11 

standard to early retirements of large generation or fuel assets, and has considered 12 

whether the utility’s “customers will benefit from early closure—that is, [whether] the 13 

estimated allowable long-term costs of the continued [plant] operation would be greater 14 

than the estimated allowable long-term costs of closing the [plant] and replacing its 15 

output.”133  This analysis could be accomplished by focusing only on the costs and 16 

benefits to customers of a single utility, because the replacement costs were incurred by 17 

the same utility.  18 

But under CUB’s proposal here, an accurate and fair analysis of costs and benefits 19 

is not possible without looking outside NW Natural’s system.  The “replacement costs” of 20 

 
131 CUB’s Revised Opening Brief at 26-27. 
132 CUB’s Revised Opening Brief at 25-27. 
133 In re PacifiCorp, dba Pacific Power, Application for Approval of Deer Creek Mine Transaction, Docket 
No. UM 1712, Order No. 15-161 at 4 (May 27, 2015); see also In re Revised Tariff Schedules for Elec. Serv. 
in Or. filed by Portland Gen. Elec. Co., Docket No. UE 88, Order No. 95-322 at 1 (Mar. 29, 1995). 



UG 520 – NW NATURAL’S CLOSING BRIEF 29 

the service lines retired due to electrification would not flow to customers through 1 

NW Natural’s rates; instead, the costs would be transferred to an electric utility and would 2 

be passed to the affected customer and the electric utility’s other customers through 3 

electric rates.  The Commission cannot do as CUB urges and consider only half of that 4 

equation, as evaluating the impacts on only NW Natural and its rates while ignoring the 5 

equally relevant impacts on electric utilities and their rates would be inaccurate, 6 

incomplete, and inconsistent with the statute’s intent.  CUB’s insistence that the 7 

Commission should not take replacement costs into account in its public interest finding 8 

because “this is a NWN rate case” does not alter that conclusion.134  CUB cannot 9 

weaponize its decision to bring a novel policy proposal with potentially broad-reaching 10 

consequences into a single utility’s rate case in that manner.  Rate case or not, the 11 

Commission must perform a complete and accurate public interest analysis that considers 12 

all relevant effects.  13 

Additionally, contrary to CUB’s suggestion that the Commission should ignore 14 

emissions and reliability impacts of electrification, the Commission has indicated that non-15 

economic factors can be considered in its evaluation of ORS 757.140(2)’s “public interest” 16 

standard.  In an early decision regarding the Trojan plant, the Commission suggested that 17 

a “public interest” finding under ORS 757.140(2) is not purely economic but “is potentially 18 

 
134 CUB’s Revised Opening Brief at 26. 
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much more inclusive than the economic calculation that constitutes a determination of net 1 

benefit.”135   2 

In its Opening Brief, Staff appears to agree, suggesting that the Commission could 3 

consider under ORS 757.140(2) the factors the Commission examines when applying the 4 

“public interest” standard for approval of utilities’ Clean Energy Plans (“CEP”) filed under 5 

HB 2021,136 which include emissions reductions, economic and technical feasibility, 6 

impacts on reliability and resiliency, and costs and risks to customers.137  NW Natural 7 

agrees that, while these factors are not controlling in this case as they arise from a 8 

different statutory scheme, the Commission’s “public interest” analysis in the CEP context 9 

demonstrates the type of information that the Commission should consider before making 10 

any finding about whether electrification is in the public interest.  Here, if the Commission 11 

reaches the question of whether asset retirements due to electrification are in the public 12 

interest, the Commission must first grapple with the costs that would flow to customers 13 

through both gas and electric rates, whether electrification is economically and technically 14 

feasible, and whether it would increase overall utility emissions or negatively impact the 15 

resilience and reliability of the electric system.   16 

 
135 In re Application of Portland Gen. Elec. Co. for an Investigation into Least Cost Plan Plant Ret., Docket 
No. DR 10/UM 535, Order No. 93-1117 at 12 (Aug. 9, 1993).  Although the judgment in Order No. 93-1117 
was reversed by Citizens’ Utility Board v. PUC, the Court of Appeals did not address the Commission’s 
interpretation of the “public interest” standard in Order No. 93-1117, and no part of the Citizens’ Utility Board 
order is in conflict with, or casts doubt upon, the description of the public interest standard in Order No. 93-
1117.  See Citizens’ Util. Bd., 154 Or App 702, 962 P2d 744 (1998).  See also Docket No. UE 374, Order 
No. 20-473 at 91 (finding meter retirements in the public interest based on the company “demonstrat[ing] 
[the] benefits of replacing its existing meters with AMI,” which presumably were not purely economic 
benefits). 
136 Staff’s Opening Brief at 2. 
137 Staff’s Opening Brief at 2. 
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2. Executive Order (“EO”) No. 20-04 is not a basis for a public interest 1 
finding under ORS 757.140(2). 2 

CUB suggests that the Commission can make a public interest finding based on 3 

EO No. 20-04, because the EO “states it is in the public interest … ‘for the utility sector to 4 

take actions that result in rapid reductions of [greenhouse gas (“GHG”)] emissions,’” and 5 

“direct[s] the PUC to exercise its broad statutory authority to reduce GHG emissions.”138  6 

But there are several problems with the Commission basing a ORS 757.140(2) public 7 

interest finding in this docket on EO No. 20-04.  8 

First, EO No. 20-04’s general conception of what is in the public interest cannot 9 

stand in for an independent finding of the Commission under ORS 757.140(2).  For the 10 

Commission’s decision in this docket to be supported by substantial evidence, the 11 

Commission must make its findings based upon the evidence in this record.139  And under 12 

the statute’s plain language, “the [C]ommission” must bring its independent judgment to 13 

bear and make a finding regarding the public interest.140  Moreover, EO No. 20-04 spoke 14 

only to the “public interest” in a general sense; it did not relate to the specific public interest 15 

finding prescribed by ORS 757.140(2) that CUB is asking the Commission to make in this 16 

docket or undertake any of the analysis that would be necessary to support such a 17 

finding.141 18 

Second, as explained in testimony and NW Natural’s Opening Brief, EO No. 20-04 19 

does not say that electrification of gas customers is in the public interest; instead it says 20 

 
138 CUB’s Revised Opening Brief at 25. 
139 Calpine, 298 Or App at 162. 
140 ORS 757.140(2)(b). 
141 To reiterate, because there is no legal or factual basis for CUB’s retired asset proposal, the Commission 
can reject CUB’s proposal on legal or factual grounds without reaching the question of whether the 
retirements of assets retired due to electrification are in the public interest. 
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that reducing GHG emissions is in the public interest.142  Those are not the same thing. 1 

Importantly, here the record shows that electrifying NW Natural’s customers does not 2 

automatically result in emissions reductions and thus would not be in the public interest 3 

even under EO No. 20-04’s conception of it.143 4 

Third and finally, CUB relies on the Commission’s May 2020 “Report on Executive 5 

Order 20-04” to support its argument that the Commission takes EO No. 20-04’s 6 

conception of the public interest into account in regulatory proceedings,144 but this report 7 

was not a final Commission order, is not in the record in this case, and also does not 8 

include the analysis that would be necessary under ORS 757.140(2).   9 

If the Commission reaches CUB’s request for a public interest finding, the 10 

Commission should independently consider the record in this proceeding and find that it 11 

does not support CUB’s requested public interest finding. 12 

3. The record shows that electrification is contrary to the public interest.  13 

Regardless of the Commission’s approach to the public interest analysis under 14 

ORS 757.140(2), the record in this proceeding does not support a finding that 15 

electrification is in the public interest and in fact shows that electrification would most 16 

likely harm customers.   17 

First, CUB argues retirement due to electrification is in the public interest because 18 

it would save NW Natural “customers money by reducing the costs they would pay for 19 

CPP compliance.”145  But there is no evidence in the record in this case regarding CPP 20 

 
142 NW Natural’s Opening Brief at 50; NW Natural/3400, Rush-Kravitz/20; NW Natural/1700, Rush-
Kravitz/28 (citing Or. Exec. Order No. 20-04 at 8 (Mar. 2, 2020) (available at: https://www.oregon.gov/g 
ov/eo/eo_20-04.pdf)).   
143 See NW Natural’s Opening Brief at 17-18; infra Section V.B.1.a. 
144 CUB’s Revised Opening Brief at 26. 
145 CUB’s Revised Opening Brief at 22. 
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compliance costs at all—much less what costs may be saved from an asset retirement 1 

due to electrification.  CUB conveniently ignores the fact that gas service remains 2 

affordable, and because of NW Natural’s generous bill discount programs, NW Natural’s 3 

service will remain affordable in the future even if its CPP compliance costs were to 4 

increase.146  5 

On the other hand, if significant gas load were transferred to the electric system—6 

which appears to be the imagined scenario CUB is planning for—it is likely that the former 7 

NW Natural customers would see their costs for electric service increase by far more than 8 

their previous gas bills, because of the costs electric utilities would have to incur to serve 9 

the additional load, particularly for winter peaks in load.147  In fact, the Community Action 10 

Plan (“CAP”) agencies to whom Staff did outreach as part of this docket confirmed that 11 

they have seen some low-income customers’ electric bills increase by more than their 12 

previous bills for natural gas following the installation of a heat pump.148  Critically, CUB 13 

admitted in discovery that it does not claim that electrification is less expensive than 14 

continuing natural gas service.149  As NW Natural has thoroughly demonstrated in this 15 

case, CUB’s advocacy is inconsistent with gas customer interests and electric customers 16 

interests, despite the fact that CUB is charged by the State of Oregon with representing 17 

the interest of all residential customers.150  Thus, CUB’s requested public interest finding 18 

 
146 NW Natural/1700, Rush-Kravitz/40; NW Natural’s Opening Brief at 21 (stating that “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 … is not actually occurring).”). 
147 NW Natural’s Opening Brief at 20-21. 
148 Staff/2000, Ayres-Lockwood-Scala/14. 
149 NW Natural’s Opening Brief at 20 (citing NW Natural/3406, Rush-Kravitz/2 (“CUB did not claim that 
electrification was less expensive than burning natural gas.”)). 
150 ORS 774.020; ORS 774.030(3)(b). 
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fails even under CUB’s own standard because the record does not show that retirement 1 

due to electrification saves customers’ money.  2 

Adding the important, non-economic factors to the equation confirms that CUB’s 3 

proposal is not in the public interest.  In its Opening Brief, the Company showed that 4 

CUB’s perfunctory statement that home electrification will reduce GHG emissions lacks 5 

any supporting evidence or analysis.151  In fact, building electrification will likely increase 6 

emissions, in large part because the majority of NW Natural’s load occurs during the 7 

winter heating season, when heat pumps are less efficient, the marginal resources used 8 

to serve additional load on the electric system are not likely to be renewable, and the 9 

electric sector’s emissions in Oregon are already twice as much as emissions from direct 10 

use of natural gas.152  Additionally, NW Natural’s system provides critical reliability 11 

benefits to the regional energy system as a whole, which are facilitated by its natural gas 12 

storage operations that not only benefit gas customers but also are relied upon by PGE 13 

for electricity generation.153  The resource adequacy of the regional energy system—14 

particularly on the coldest winter days—is reliant upon NW Natural, and that is projected 15 

to remain the case in the future due to projected load growth and weaker peak deficits.154  16 

Electrifying customers and moving away from the gas system would be contrary to the 17 

public interest for the affected customers and for Oregonians more broadly. 18 

E. The Canon of Constitutional Avoidance Weighs Against CUB’s Proposal 19 

Even if this were a close call (which it is not), the well-established canon of 20 

constitutional avoidance would resolve any lingering questions decidedly against CUB’s 21 

 
151 NW Natural’s Opening Brief at 17-18. 
152 NW Natural’s Opening Brief at 18. 
153 NW Natural/100, Palfreyman-Kravitz/7-13. 
154 NW Natural’s Opening Brief at 19; NW Natural/1712, Rush-Kravitz/7. 
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proposal.  As the Supreme Court observed in Priester v. Thrall, “[a] familiar rule of 1 

statutory construction requires courts to avoid constructions which render statutes 2 

unconstitutional or unreasonable in their exactions provided satisfactory reason can be 3 

given for a different result.”155  The proposal advanced by CUB, however, invites the 4 

Commission to confront head-on weighty Fifth Amendment takings issues that can, and 5 

should, be avoided.  That marks yet another reason for the Commission to reject CUB’s 6 

proposal and thereby avoid that constitutional thicket. 7 

The takings clauses of the Fifth Amendment of the U.S. Constitution and Article I, 8 

section 18 of the Oregon Constitution prohibit the taking of property without just 9 

compensation.156  There are several types of takings recognized under these clauses, 10 

including public utility regulatory takings, the “guiding principle” of which “protects utilities 11 

from being limited to a charge for their property serving the public which is so ‘unjust’ as 12 

to be confiscatory.”157  “If the rate does not afford sufficient compensation, the State has 13 

taken the use of utility property without paying just compensation and so violated the Fifth 14 

and Fourteenth Amendments.”158  Whether a rate is so unjust and unreasonable that it is 15 

unconstitutionally confiscatory “depend[s] to some extent on what is a fair rate of return 16 

given the risks under a particular ratesetting system, and on the amount of capital upon 17 

which the investors are entitled to earn that return.”159  Thus, determining whether a 18 

 
155 Priester v. Thrall, 229 Or 184, 188, 349 P2d 886, 869 (1960); see also Kennedy v. Braidwood Mgmt., 
___ US ___, ___,145 S Ct 2427, 2451, 222 L Ed 2d 867, 895 (2025) (applying the canon of constitutional 
avoidance). 
156 U.S. CONST. amend. V; OR. CONST. art. I, § 18. 
157 Duquesne Light Co. v. Barasch, 488 US 299, 307-08, 109 S Ct 609, 615 (1989) (quoting Covington & 
Lexington Turnpike Rd. Co. v. Sandford, 164 US 578, 597, 17 S Ct 198, 205 (1896)). 
158 Duquesne, 488 US at 308. 
159 Duquesne, 488 US at 310. 
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regulatory taking has occurred in the public-utilities context is a thorny and complicated 1 

question that should be avoided when possible.   2 

Yet CUB asks the Commission to charge headlong into these murky constitutional 3 

waters.  Indeed, CUB’s request in this proceeding shares much with the constitutionally 4 

suspect and arbitrary methodology that the U.S. Supreme Court identified in Duquesne, 5 

as it threatens to upend a central regulatory accounting practice and upset investment-6 

backed expectations concerning the Company’s depreciation practices—which, critically, 7 

the Commission has already reviewed and approved.160  The Commission should 8 

therefore reject CUB’s proposal and avoid the serious constitutional issues it raises. 9 

V. THE COALITION’S PROPOSALS SHOULD BE REJECTED 10 

The Coalition’s proposals—analysis of non-pipeline alternatives (“NPAs”) as a 11 

condition of cost recovery,161 electrification and thermal energy network (“TEN”) pilots,162 12 

and modifications to NW Natural’s Schedule 320163—are unlawful and should be rejected.  13 

They cannot be reconciled with NW Natural’s duty to serve gas to its customers and, if 14 

adopted, would push the Commission outside its legal authority.  No conception of the 15 

duty to serve can countenance a public utility ceasing service to advance policies lacking 16 

legislative imprimatur, and nothing in the Commission’s enabling statutes permits it to 17 

take on a new environmental regulatory role and order NW Natural to stop providing 18 

adequate gas service to its customers.  The Coalition’s proposals must accordingly be 19 

rejected. 20 

 
160 See Duquesne, 488 US at 315 (“[A] State’s decision to arbitrarily switch back and forth between 
methodologies in a way which required investors to bear the risk of bad investments at some times while 
denying them the benefit of good investments at others would raise serious constitutional questions.”). 
161 Coalition’s Opening Brief at 25. 
162 Coalition’s Opening Brief at 30. 
163 Coalition’s Opening Brief at 5-6. 
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Even if the Commission had the requisite authority, it still should not adopt the 1 

Coalition’s proposals.  The record does not support the Coalition’s underlying premise 2 

that electrification reduces emissions and lowers customer bills, and in fact shows the 3 

opposite.  Therefore, the Coalition’s OLIEE proposal may harm the affected low-income 4 

customers.  The Coalition’s NPA proposal would improperly subject NW Natural to 5 

different planning requirements than its peer utilities and is so ill-defined as to be 6 

impossible to implement.  And the Coalition’s pilot proposals are premised in the 7 

Coalition’s unsupported belief that NW Natural is on the precipice of a “utility death 8 

spiral”—despite all evidence to the contrary.164 9 

A. The Coalition’s Proposals Exceed the Commission’s Authority 10 

1. The Coalition’s proposals are incompatible with the statutory duty to 11 
serve. 12 

The Coalition’s various proposals all contain the same fundamental flaw: they are 13 

incompatible with the statutory duty to serve. NW Natural is a gas utility.165  As such, it 14 

has a duty to “furnish adequate and safe service” to its gas customers.166  The 15 

Commission, in turn, must “obtain for [NW Natural’s customers] adequate service.”167  16 

The Coalition proposes instead that NW Natural should take steps—from electrification 17 

initiatives to TEN pilots—to cease “furnish[ing] adequate and safe service” to its gas 18 

 
164 NW Natural/1702, Rush-Kravitz/1 (showing the Coalition admitting in its response to NW Natural DR 16 
that “[t]he [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.”). 
165 See, e.g., NW Natural/100, Palfreyman-Kravitz/3. 
166 ORS 757.020. 
167 ORS 756.040(1). 
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customers.168  But the duty to serve simply cannot be reconciled with that path towards 1 

ceasing service.  2 

The duty to serve is not new.  Its roots go back millennia.169  In all of that time, the 3 

duty to serve has remained an affirmative duty to provide service rather than a negative 4 

duty to cease service.  Nor is there any indication that the Legislature intended to depart 5 

from this settled understanding when it enacted the Commission’s enabling statutes.  6 

Nothing in ORS 756.040 or ORS 757.020 hints at the duty to serve allowing a utility to 7 

cease service.170  On the contrary, ORS 756.200(3) explicitly endorses the common law 8 

understanding of utilities’ duties, which necessarily includes the well-settled 9 

understanding of the duty to serve.171 10 

 
168 The Coalition claims that its OLIEE proposal would not involve removing customers from the natural gas 
system, because “it is likely” that customers who replace a furnace with a heat pump “have other gas 
appliances.”  Coalition’s Opening Brief at 12.  However, there is no evidence in the record that bears on the 
question of how many OLIEE customers have other gas appliances in addition to gas furnaces. 
169 See, e.g., Floyd L. Norton, IV & Mark R. Spivak, The Wholesale Service Obligation of Electric Utilities, 
6 Energy LJ 179, 180-81 (1985) (tracing public utilities’ obligations to the public back to Hammurabi’s Code); 
Jim Rossi, The Common Law “Duty to Serve” and Protection of Consumers in an Age of Competitive Retail 
Public Utility Restructuring, 51 Vand L Rev 1233, 1242 (1998) (explaining the “ancient common law duty [to 
serve] that applied to public utilities”). 
170 The Coalition argues throughout its Closing Brief that the utility duty to serve is “utility-facing,” so it 
“confines the Commission no more than the traditional bounds of its authority.”  See, e.g., Coalition’s Closing 
Brief at 9.  The distinction between the utility duty to serve binding NW Natural versus the Commission is a 
distinction without a difference.  Utilities are subject to a common law and statutory duty to serve that is 
codified in the statutes enforced by the Commission.  See ORS 757.020.  The Commission’s authority is 
limited to enforcing the statutes it implements.  State v. Or. Health & Scis. Univ., 205 Or App 64, 82, 132 
P3d 1061, 1071 (2006) (explaining that an agency is “a creature of statute; it has no functions or duties 
apart from those conferred by its enabling legislation”).  Just as NW Natural cannot violate its duty to serve, 
the Commission cannot do anything that would put NW Natural in violation of its duty to serve. 
171 See ORS 756.200(3) (“The duties and liabilities of the public utilities or telecommunications utilities shall 
be the same as are prescribed by the common law, . . . except where otherwise provided by the Constitution 
or statutes of this state . . ..”). 
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Unable to dispute those points, the Coalition claims that NW Natural’s duty to serve 1 

is not a duty to provide gas service, but instead a duty to serve power service.172  But that 2 

is not a credible reading of the statute.173 3 

Gas utilities like NW Natural supply fuel, not power.  They provide their customers 4 

with gas.  Then, the customer uses that gas as fuel to create thermal energy (i.e. heat).  5 

Notably, this works differently in the electric utility context, as there the utility directly 6 

provides electrical energy (i.e. power) to its customers.  But gas is different, and that 7 

undeniable fact—that gas utilities provide fuel gas—has been recognized by courts for 8 

over a century: 9 

Gas companies, being engaged in a business of a public character, are 10 
charged with the performance of public duties. . . . Accordingly, a gas 11 
company is bound to supply gas to premises with which its pipes are 12 
connected. . . . Gas companies, also, are somewhat public in their nature, 13 
and owe a duty to supply gas to all.174  14 

The Coalition’s power argument cannot get around this long-established fact.  15 

Undeterred, the Coalition asserts that the definition of “public utility” in 16 

ORS 757.005 supports its claim.175  ORS 757.005 defines a “public utility,” in part, as any 17 

company that “owns, operates, manages or controls all or a part of any plant or equipment 18 

in this state for the production, transmission, delivery or furnishing of heat, light, water or 19 

power, directly or indirectly to or for the public[.]”176  That seems like a reasonable enough 20 

 
172 Coalition’s Closing Brief at 5-6. 
173 Cf. Farmers Union Cent. Exch., Inc. v. Fed. Energy Regul. Comm’n, 734 F2d 1486, 1504 (1984) (“An 
agency may not pour any meaning it desires into the [authorizing] statute.”) (internal quotation marks 
omitted); State ex rel. Egolf v. N.M. Pub. Regul. Comm’n, 2020-NMSC-018, P26-P30, 476 P3d 896, 903-
04 (2020) (holding that the utility commission lacked statutory authority to order a utility to abandon its 
remaining coal-generating units and observing that “[t]o interpret the [authorizing] statute otherwise would 
read into the statute a considerable amount of authority that the Legislature did not provide.”). 
174 Portland Nat. Gas & Oil Co. v. State, 135 Ind 54, 55-56, 34 NE 818, 818 (1893) (internal quotation marks 
omitted). 
175 Coalition’s Closing Brief at 5. 
176 ORS 757.005(1)(a). 
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requirement to qualify as public utility, but defining the scope of what a public utility 1 

generally is does not shed much light on what any particular utility does.  To be sure, 2 

NW Natural’s provision of gas to its customers indirectly results in “heat, light, . . . [or] 3 

power” via the customers’ choice how they use the natural gas in their home or business.  4 

That is part of what makes it a “public utility.”  However, that does not somehow transform 5 

NW Natural’s duty to provide gas service into a duty to provide power service.  6 

Rather, as the Oregon Supreme Court has made clear, the best place to look for 7 

what “service” means is the statutory definition of “service.”177  ORS 756.010(10) provides 8 

that “service” “is used in its broadest and most inclusive sense and includes equipment 9 

and facilities related to providing the service or the product served.” Here, that “product 10 

served” is, and has always been, gas.  11 

Indeed, NW Natural “operates as a successor to an 1859 [indefinite] territorial grant 12 

from the territory of Oregon authorizing Henry B. Green to lay gas pipes and apparatus 13 

throughout the city.”178  For more than a century, therefore, NW Natural has provided only 14 

gas service.  That longstanding existence as a gas utility counts for much.179  Also worth 15 

noting is that the Commission too has recognized in NW Natural’s tariff its nature as a 16 

gas utility that provides gas service.180  17 

 
177 See Comcast Corp. v. Dep’t of Revenue, 356 Or 282, 295, 337 P3d 768, 776 (2014) (“When the 
legislature provides a definition of a statutory term, we of course use that definition.”). 
178 Nw. Nat. Gas Co. v. Portland, 300 Or 291, 295, 711 P2d 119, 122 (1985). 
179 Cf. State v. Baker, 328 Or 355, 359, 976 P2d 1132, 1134 (1999) (citing Priest v. Pearce, 314 Or 411, 
415-416, 840 P2d 65, 67 (1992)) (looking to the “historical circumstances that led to [the provision’s] 
enactment.”). 
180 See In re Nw. Nat. Gas Co., dba NW Natural, Request for Amortization of Certain Deferred Accts. 
Related to Gas Costs, Schedules P, 162, 164 (UG 313), and Revises Rate Schedules to Reflect Combined 
Effects of Changes to Rates (UG 324), Docket Nos. UG 313 and UG 324/Advice Nos. 16-17A and 16-18, 
Order No. 16-403 (Oct. 18, 2016) (approving NW Natural’s proposed revisions to its Tariff P.U.C. Or No. 25, 
including the First Revision to Sheet i, Tariff Index, entitled “Rates, Rules and Regulations for Natural Gas 
Service in Oregon” (emphasis added)); see also Northwest Natural Gas Company, P.U.C. Or No. 25, 
Sheet i, Tariff Index, Rates, Rules and Regulations for Natural Gas Service in Oregon (issued Sept. 15, 
2016).  
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The Coalition then pivots and tries to find daylight between “service” and “product 1 

served.”181  Granted, the Legislature’s decision to use the word “service” in the definition 2 

of “service” makes ORS 765.010(10) a bit circular, but its meaning is elucidated by 3 

“product served,” which clearly refers back to the “service” utilities are meant to provide.  4 

To the extent “service” extends beyond the “product served,” it simply captures 5 

“equipment” and “facilities” related to that product—in this case, gas—along with ancillary 6 

services for that product, such as “repair and replacement activities.”182  None of that 7 

supports the Coalition’s argument that gas utilities somehow must provide power instead 8 

of gas.  9 

If it were otherwise, the consequences would quickly descend into the absurd.  10 

Consider, for instance, the State’s exclusive-service-territory scheme for gas and electric 11 

utilities.183  If, as the Coalition asserts, gas and electric utilities provide the same service—12 

power—then they would offer duplicative services in the same territory, undermining one 13 

of the Legislature’s primary goals for the utility market.184  That is not all. Electric utilities 14 

would no longer have the duty to provide electricity, but rather “power.”  And since gas 15 

would apparently qualify as “power,” electric utilities could abandon providing electric 16 

service and offer gas instead.  The same would apply in reverse for gas utilities.  Needless 17 

to say, none of that makes sense.  18 

 
181 Coalition’s Closing Brief at 5-6. 
182 Nw. Climate Conditioning Ass’n v. Lobdell, 79 Or App 560, 565, 720 P2d 1281, 1283 (1986) (“Service in 
its broadest and most inclusive sense indubitably encompasses the repair and replacement activities 
performed by [the utility company].”) (internal quotation marks omitted). 
183 See generally ORS 758.405 to ORS 758.430. 
184 See Springfield Util. Bd. v. Emerald People’s Util. Dist., 339 Or 631, 637, 125 P3d 740, 744 (2005) (“In 
conferring that authority upon the [Commission], the legislature described the twin goals underlying 
territorial allocation statutes: the prevention of service duplication, and the promotion of adequate services 
throughout the state.”). 
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Worse yet, that regime would threaten the regulatory compact.  The regulatory 1 

compact lies at the heart of the regulatory model for public utilities.  It is the grand bargain 2 

that makes public utilities possible.  Public utilities are granted a monopoly franchise and 3 

a reasonable rate of return in exchange for an obligation to provide safe, reliable, and 4 

nondiscriminatory utility service.  The Coalition’s proposals are inconsistent with that 5 

foundational premise of utility regulation in a number of respects.  As detailed above, the 6 

obligation to provide service would be watered down beyond recognition, and even the 7 

monopoly territories could be called into question.  All the more reason to avoid the 8 

disruptive vision of the duty to serve that the Coalition offers.  9 

The Coalition next reads into the modifier “adequate” a sweeping mandate to 10 

reduce GHG emissions from the “service” the utility provides.185  However, the Legislature 11 

does not “hide elephants in mouseholes.”186  Rather, when it intends to grant an agency 12 

broad powers to enact environmental regulations, it does so in explicit terms.  Perhaps 13 

the best example of such an explicit grant is the Department of Environmental Quality’s 14 

enabling statute.187  The Legislature granted the Commission certain similar powers 15 

within a specific statutory scheme, but only on the electric side.  Specifically, 16 

ORS 469A.410 mandates that “retail electricity provider[s] shall reduce greenhouse gas 17 

emissions” and achieve certain specified targets in doing so, and ORS 469A.415 then 18 

directs the Commission to “ensure that an electric company demonstrates continual 19 

progress” towards those targets.  Critically, however, the Legislature did not extend that 20 

 
185 Coalition’s Opening Brief at 8-10; Coalition’s Closing Brief at 10; see also ORS 756.040(1) (“[T]he 
commission shall make use of the jurisdiction and powers of the office . . . to obtain for [public utility 
customers] adequate service at fair and reasonable rates.”). 
186 Whitman v. Am. Trucking Ass’ns., 531 US 457, 468, 121 S Ct 903, 909-10 (2001). 
187 See ORS 468.035. 
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mandate to cover gas utilities or otherwise direct the Commission to ensure that gas 1 

utilities reduce their emissions.  The Coalition may wish that the Legislature had done so, 2 

but it cannot override that deliberate choice by finding a vast grant of environmental 3 

regulatory authority hidden in the word “adequate.”  In addition, the Commission has 4 

historically understood the concept of “adequate” service to pertain to safety and reliability 5 

considerations.188 6 

In sum, gas utilities have a duty to provide gas; electric utilities have a duty to 7 

provide electricity.  That basic duty to provide the “product served” is incompatible with 8 

the Coalition’s proposals for NW Natural to take steps towards ceasing its provision of 9 

gas service to its customers.  10 

2. Even if the Coalition’s proposals could be reconciled with the duty to 11 
serve, they would lie beyond the Commission’s authority. 12 

Even if the Coalition had shown that the duty to serve does not prohibit its 13 

proposals, the proposals would still lie beyond the Commission’s authority.  What the 14 

Coalition needs and lacks is a positive showing that the Commission’s enabling statutes 15 

affirmatively grant it the power to enact those proposals.  After all, “[t]he powers and duties 16 

of the [Commission], like those of other executive agencies, are limited to those expressly 17 

authorized or necessarily implied by statute.”189  The Coalition has not identified the 18 

necessary statutory basis for the vast powers its proposals require. 19 

The Coalition first cites three non-statutory sources of the authority it claims for the 20 

Commission: the Department of Environmental Quality’s CPP,190 Oregon Department of 21 

 
188 See OAR 860-023-0005 (“Each energy utility …must inspect its plant distribution system and facilities 
in such manner, and with such frequency, as may be needed to ensure a reasonably complete knowledge 
about its condition and adequacy at all times.”). 
189 Gearhart v. PUC, 356 Or 216, 231-32, 339 P3d 904, 914 (2014). 
190 Coalition’s Opening Brief at 8-9. 
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Energy’s (“ODOE”) framework for Energy Strategy,191 and EO 20-04.192  Only statutes 1 

can expand the Commission’s authority, however.193  Proclamations by other members 2 

of the executive branch—be they sister agencies or the Governor—can neither expand 3 

nor contract the scope of authority that the Legislature has granted the Commission.194  4 

So while regulations and executive orders carry force in certain circumstances, this is not 5 

one of them.  For that reason, even if the authorities the Coalition cites purported to grant 6 

the Commission the precise powers the Coalition wishes the Commission possessed, its 7 

reliance on those non-statutory authorities would still be to no avail. 8 

In any event, neither the CPP, ODOE’s framework for Energy Strategy, nor EO 20-9 

04 claims to vest the Commission with the kind of powers necessary to support the 10 

Coalition’s proposals.  The CPP sets emissions targets for gas utilities, but it does not 11 

specify how gas utilities should meet those targets.  As for ODOE, whatever it may 12 

assume or anticipate with respect to future electrification, it does not purport to affect the 13 

Commission’s statutory duties or powers.195  In the absence of specific legislation, the 14 

Coalition cannot force its policy initiatives into long-extant legislation that does not speak 15 

to the issue.  And while EO 20-04 contains a general directive to reduce GHG emissions, 16 

nowhere in it is there any authorization for the Commission to force gas utilities to take 17 

steps to cease gas service or provide non-gas utility service.  Rather, EO 20-04 plainly 18 

 
191 Coalition’s Opening Brief at 9. 
192 Coalition’s Opening Brief at 9-10. 
193 See Joyce v. Pub. Emps. Ret. Bd., 209 Or App 289, 293, 147 P3d 379, 381 (2006) (“An agency’s 
authority may not be expanded beyond that granted by the terms of a statute.”). 
194 See PNW Metal Recycling, Inc. v. Or. Dep’t of Env’t Quality, 371 Or 673, 676, 540 P3d 523, 526-27 
(2023) (“Executive branch agencies perform functions that can be described as legislative . . . , 
executive   . . , or adjudicative . . . . 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.”) 
195 See supra notes 193-94 and accompanying text. 
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contemplates a future with gas, as it recognizes that “transitioning the traditional natural 1 

gas supply to renewable natural gas can significantly reduce GHG emissions.”196 2 

Venturing further afield, the Coalition points to prior actions by the Commission and 3 

by similar bodies in other states in an effort to find authority for its proposals.197  Needless 4 

to say, however, the Commission cannot grant itself powers that the Legislature did not 5 

authorize.  Moreover, the fact that the Commission has approved certain pilot programs 6 

that utilities voluntarily agreed to undertake198 counts for little, as the absence of any 7 

adversarial process in those past examples saps their instructive force.  Approvals of pilot 8 

projects by commissions in other states operating under different statutory regimes199 are 9 

even less instructive.  After all, the question is whether the Commission’s enabling 10 

statutes grant it this power, not whether some other state has granted a similar power to 11 

its commission.  12 

The Coalition cites one Oregon statute as well,200 but that statute does not come 13 

anywhere close to granting the Commission the type of powers the Coalition’s proposals 14 

require.  It merely directs agencies to consider how they may be able to reduce GHG 15 

emissions.201  A directive for an agency to “consider” a goal surely does not authorize that 16 

agency to run roughshod over the pre-existing statutory limits on its powers in pursuit of 17 

that goal.  If the Legislature had intended to grant the Commission (and the various other 18 

 
196 Or. Exec. Order No. 20-04 at 2 (Mar. 10, 2020). 
197 Coalition’s Opening Brief at 27-29; Coalition’s Closing Brief at 13. 
198 See Coalition’s Opening Brief at 29; see also Coalition/300, Apter-Prihoda/25, n.58 (referring to docket 
UG 519, in which Avista Corporation, dba Avista Utilities, has voluntarily agreed to complete certain pilot 
programs as part of a settlement stipulation); see also In re Avista Corp., dba Avista Utilities, Request for a 
Gen. Rate Revision, Docket No. UG 519, Order No. 25-198 at 3, Appendix A at 8-9 (May 23, 2025). 
199 See Coalition’s Opening Brief at 29; see also Coalition/200, Moore/11-14 (discussing four examples of 
utilities in states other than Oregon “analyzing or implementing electrification as an NPA”). 
200 Coalition’s Opening Brief at 22-23, n.82-87. 
201 See ORS 469.763(2) (agencies “shall consider actions to aid in achieving greenhouse gas emissions 
reduction goals”). 
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agencies covered by this provision) that vast power and upend the long-extant regulatory 1 

framework, it would have done so explicitly.202  2 

Rather, the statutory indications—even apart from the duty to serve—are that the 3 

Legislature decidedly did not grant the Commission these kinds of powers.  Consider 4 

ORS 757.056. It imposes on public utilities a duty to provide to their customers “energy 5 

conservation services,” meaning “services provided by public utilities to educate and 6 

inform customers and the public about energy conservation.”203  But the statute draws 7 

the line there, well short of the kinds of “conservation” proposals that the Coalition makes.  8 

The implication is clear.  The Legislature saw the need to add statutory authority to take 9 

even lesser steps than what the Coalition proposes, which necessarily means that there 10 

is no statutory authority for those far greater actions. 11 

Perhaps realizing the lack of a statutory basis for its proposals, the Coalition 12 

attempts to frame them as mere voluntary programs that provide customers with a choice 13 

between gas and electricity.204  But the Coalition cannot save its proposals through false 14 

modesty.  There is nothing modest in the notion that a gas utility must begin to depart 15 

from its century-long business by decommissioning its gas infrastructure and operating a 16 

TEN.  Such a dramatic shift in the utilities market must, at a minimum, have the sanction 17 

of the Legislature.  But, as detailed at length above, that is decidedly absent here.  18 

Taking a different tack, the Coalition then tries to make its proposals more palatable 19 

by suggesting that they could be limited to only certain subsets of customers.205  Notably, 20 

 
202 See, e.g., State v. Coats, 158 Or 102, 110, 74 P2d 1120, 1123 (1938) (“[A]mendments of statutes by 
implication are not favored and will not be upheld in doubtful cases.”) (internal quotation marks and citation 
omitted). 
203 ORS 757.056. 
204 Coalition’s Opening Brief at 1, 12. 
205 Coalition’s Opening Brief at 24-25. 
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the Coalition failed to raise this point in its testimony.  In any event, this last-minute 1 

limitation not only does nothing to remedy the core statutory authority issues, but actually 2 

raises new ones as well. ORS 757.310 and ORS 757.325 explicitly prohibit undue 3 

discrimination among customer classes.  The Coalition’s suggestion that more 4 

discrimination could solve the problem clashes with those mandates and should be met 5 

with a healthy dose of skepticism.  6 

In sum, the Legislature has not vested in the Commission the kind of far-reaching 7 

environmental regulatory authority necessary to implement the Coalition’s proposals.  8 

Absent a clear grant of such power, the Coalition’s proposals must fail as beyond the 9 

Commission’s authority. 10 

B. Even If It Had the Authority to Do So, the Commission Should Not Adopt the 11 
Coalition’s Proposals Because of Their Policy Flaws and Lack of Evidentiary 12 
Support 13 

1. The Coalition’s claim that electrification reduces emissions and 14 
lowers utility bills is contradicted by record evidence. 15 

Each of the Coalition’s proposals is founded on the assumption that electrification 16 

will reduce emissions and costs206—but the Coalition failed to carry its burden to back up 17 

these assumptions with credible evidence, and they are plainly contradicted by the 18 

evidentiary support in the record. 19 

At the outset, NW Natural disputes the Coalition’s claim that third-party analyses 20 

are more reliable than NW Natural’s studies and should be given more weight.207  The 21 

Commission should weigh the evidence put forth by all parties based on the probative 22 

 
206 Coalition’s Opening Brief at 12-20 (arguing the Coalition’s OLIEE proposal would “[r]educe [e]missions 
without [i]ncreasing [o]verall [u]tility [c]ost for OLIEE [p]articipants); Coalition’s Opening Brief at 30 
(asserting that targeted electrification and TENs can lower costs and emissions). 
207 Coalition’s Closing Brief at 1-2. 
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value of that evidence.  De-emphasizing the Company’s studies, just because they come 1 

from the Company, embodies an anti-utility bias that would be inappropriate for the 2 

Commission to endorse.  And the Coalition’s premise that third parties are not agenda-3 

driven is simply untrue.  The Commission should instead find the Company’s own 4 

evidence more persuasive because the Company’s analyses and data about its system 5 

are significantly more reliable and informative than national-scale analyses based on 6 

high-level assumptions, or case studies of other utilities’ systems.208  While parties in this 7 

case could have performed their own studies of the cost or emissions impacts of their 8 

proposals on NW Natural’s system, they did not—opting instead to extrapolate from third-9 

party analyses that are not current or tailored to the unique conditions on NW Natural’s 10 

system, or to cite examples from other states without evaluating whether those states are 11 

representative of the conditions in Oregon.209   12 

 
208 For example, the Coalition’s briefing relies on a 2024 National Renewable Energy Laboratory (“NREL”) 
study of the emissions reduction potential of heat pumps nationally which presented findings specific to the 
state of Oregon, as well as a 2023 Rocky Mountain Institute (“RMI”) study of the emissions reduction 
potential of heat pumps that assumed “that then-enacted state and federal emissions laws … .would stay 
in place.”  Coalition’s Opening Brief at 14. 
209 NW Natural/3404, Rush-Kravitz/1 (CUB admits that it has not performed any analyses or studies to 
validate its conclusion that natural gas will not be used for residential heating and cooking in the future); 
NW Natural/1701, Rush-Kravitz/1-2 (the Coalition admits it has not analyzed the impact of its proposals to 
electric grid reliability during a sustained 3-5 day winter peak event); NW Natural/1702, Rush-Kravitz/1 (the 
Coalition admits it has not done any analysis of whether NW Natural’s rates have led to a “negative 
feedback loop” that would contribute to the “utility death spiral,” nor any analysis showing the level to which 
gas rates would need to rise to initiate such a negative feedback loop); NW Natural/1703, Rush-Kravitz/1 
(the Coalition does not have any analysis supporting its claim that more affluent NW Natural customers are 
already choosing to replace their gas furnaces with heat pumps (the Coalition bases this claim on the 
“experiences” of its experts)); NW Natural/1707, Rush-Kravitz/1 (the Coalition admits it “has not itself 
analyzed the cost to purchase and install a natural gas furnace compared to an electric heat pump in 
NW Natural’s service territory.”); NW Natural/1708, Rush-Kravitz/1 (the Coalition admits that it has not 
performed any analysis, either in general or specific to NW Natural’s system, demonstrating that replacing 
a natural gas furnace with an electric heat pump will reduce energy usage or reduce GHG emissions); 
NW Natural/1713, Rush-Kravitz/1 (the Coalition admits that it has not analyzed demand for natural gas in 
Oregon, has neither analyzed the demand for natural gas nor the demands on the electric system during 
winter peak periods, and has not analyzed the potential impact of shifting winter peak natural gas loads to 
the electric system). 
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Where there is evidence in the record that speaks directly to the likely impact of 1 

the Coalition’s proposals on NW Natural’s system—such as feedback from CAP agencies 2 

regarding the detrimental impacts of the Coalition’s OLIEE proposal,210 or the Company’s 3 

comparison of the volumetric rates of NW Natural against the electric utilities that serve 4 

nearly all of its customers211—any other evidence is much less probative.  As explained 5 

below, NW Natural’s criticisms of the third-party studies relied upon by the Coalition focus 6 

on their limitations that make them unreliable in this proceeding, not on the identity of the 7 

authors.  8 

a. Heat pumps do not necessarily result in emissions reductions. 9 

As the Company explained in testimony, with the exception of TENs, all of the 10 

Coalition’s proposals depend on air-source heat pumps, since the OLIEE proposal would 11 

replace gas furnaces with heat pumps and building electrification aimed at 12 

decommissioning or avoiding gas infrastructure would necessarily depend on replacing 13 

natural gas furnaces with heat pumps to reduce demand on NW Natural’s system, due to 14 

the high cost of TENs as an alternative.212  15 

First, it is important to consider the seasonal element of the Coalition’s 16 

electrification proposals, something the Coalition does not do.213  Because the residential 17 

NW Natural load that the Coalition is targeting with its proposals is predominantly 18 

associated with winter space heating, the Coalition’s proposals will result in moving load 19 

associated with winter space heating from the gas system to the electric system.214  As 20 

 
210 NW Natural/3800 at 1-2; Staff/2000, Ayers-Lockwood-Scala/14. 
211 NW Natural/1700, Rush-Kravitz/33-36. 
212 NW Natural/3400, Rush-Kravitz/52. 
213 NW Natural/3400, Rush-Kravitz/54; NW Natural/1713 at 1. 
214 NW Natural/1700, Rush-Kravitz/43. 
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explained in NW Natural’s Opening Brief, there are serious questions regarding the ability 1 

of electric utilities to serve this additional load, and assuming they can, it is likely they will 2 

serve this additional load with thermal generation because electric utilities already rely on 3 

thermal generation to meet winter peak load.215   4 

Although the Coalition argues that the Company ignores HB 2021’s declining 5 

emissions caps for the electric sector, the state’s largest electric utility reports that its 6 

simulations of future winter grid conditions continue to show thermal generation being 7 

deployed to meet peak demand.216  In fact, PGE reports that any unexpected increase in 8 

load on the electric grid may lead to increased emissions associated with the generation 9 

needed to serve that load regardless of the season, explaining that because “non-emitting 10 

resources dispatch first, an increase in load above the expected basis would likely be met 11 

by gas, coal, or market purchases.”217  Moreover, the Coalition’s proposals must be 12 

supported by the evidence in this record of what the grid conditions are today.218  As 13 

AWEC points out in its Closing Brief, Oregon’s electric utilities are not on track to meet 14 

their HB 2021 emissions reduction targets, as the Commission itself has identified in 15 

recent orders on PGE’s CEP and PacifiCorp’s 2023 IRP.219 16 

 
215 NW Natural’s Opening Brief at 18, 36; NW Natural/3400, Rush-Kravitz/45-46; see also NW Natural/3400, 
Rush-Kravitz/54. 
216 Coalition/303, Apter-Prihoda/20. 
217 NW Natural/3401, Rush-Kravitz/17 at n.5.  These challenges in Oregon are corroborated by evidence 
from other states; an Energy and Environmental Economics presentation focused on Massachusetts 
observed that large scale all-electric heat pump deployments will significantly increase peak loads and that 
those increases will be on the order of two to three times baseline in cold climates.  NW Natural/1711, Rush-
Kravitz/2-5.  The presentation also noted that because increases in peak loads today are largely met by 
new gas generation, as long as “natural gas peakers are still needed to meet electric peaks, gas furnace 
emissions are comparable to or lower to heat pump emissions.”  NW Natural/1711, Rush-Kravitz/6-9. 
218 NW Natural/3400, Rush-Kravitz/45. 
219 AWEC’s Closing Brief at 11-12 (citing In re of PacifiCorp, dba Pacific Power, 2023 Integrated Resource 
Plan, Docket No. LC 82, Order No. 24-297 (Aug. 28, 2024) and In re Portland Gen. Elec. Co., 2023 Clean 
Energy Plan and Integrated Resource Plan, Docket No. LC 80, Order No. 24-096 (Apr. 18, 2024)). 
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The Coalition argues that heat pumps reduce emissions “by operating more 1 

efficiently than other methods of space heating” and cites an NREL study that the 2 

Coalition claims “showed that heat pumps ‘reduce average GHG emissions in all states 3 

and future grid scenarios.’”220  However, as discussed in the Company’s testimony, the 4 

NREL study included several caveats regarding the limitations of the data, including that 5 

the data should not be the sole basis for decisions, are designed primarily for long-term, 6 

forward-looking analysis, and the full range of uncertainty is not captured.221   7 

The Coalition also references a Puget Sound Energy (“PSE”) heat pump pilot 8 

program and points out that the PSE pilot resulted in a 20 percent reduction of emissions, 9 

based on a PSE “Targeted Electrification Pilot Final Presentation” that is not in the 10 

record.222  Although this was the case on PSE’s dual gas-electric system, this is not 11 

indicative of how a similar pilot program in NW Natural’s service territory would impact 12 

emissions, since its customers take electricity service from different electric service 13 

providers that have different emissions intensities associated with their electricity than 14 

PSE.   15 

Contrary to the Coalition’s argument that NW Natural provided no evidence to 16 

rebut the Coalition’s assertion that replacing furnaces with heat pumps will reduce the 17 

Company’s GHG emissions, NW Natural submitted testimony and evidence showing that 18 

heat pumps perform less efficiently than expected under real-world conditions.  For 19 

example, Energy Trust of Oregon (“ETO”) studies show that energy savings from heat 20 

pumps here in Oregon can be 30 to 50 percent lower than the ETO’s expected savings, 21 

 
220 Coalition’s Opening Brief at 14 (quoting Coalition/301, Apter-Prihoda/5). 
221 NW Natural/3400, Rush-Kravitz/49. 
222 Coalition’s Opening Brief at 14-15. 



UG 520 – NW NATURAL’S CLOSING BRIEF 52 

resulting in higher emissions.223  And, as the Coalition itself testified, heat pumps may not 1 

result in energy savings when they are installed in spaces that previously did not have air 2 

conditioning, when they are installed alongside other methods of heating and cooling, or 3 

when customers change their heating or cooling preferences after installing a heat 4 

pump.224  The Northwest Power and Conservation Council (“NWPCC”) has similarly 5 

stated that although ductless heat pumps could be installed in “basically every home in 6 

the Pacific NW,” “this does not mean there are electrical energy savings in every house 7 

or even in most.”225  8 

The Coalition also argues that NW Natural’s evidence ignores “the availability of 9 

higher-efficiency heat pumps than those studied.”226  As NW Natural explained in 10 

testimony and its Opening Brief, the typical heating efficiency that heat pumps have been 11 

observed to achieve when operating in real-world conditions can be significantly lower 12 

than manufacturers’ representations and advocates’ claims.227  The mere fact that some 13 

heat pumps are marketed as being 300 to 400 percent efficient is not meaningful; what is 14 

meaningful are statistics about how heat pumps actually perform when installed.  A source 15 

cited by the Coalition states that in a typical heating season, heat pumps tend to actually 16 

run at 250 percent efficiency,228 and here in Oregon, the ETO has observed heat pump 17 

installations resulting in less of a reduction to home energy usage than expected.229 18 

 
223 NW Natural/1700, Rush-Kravitz/45-46. 
224 NW Natural/3400, Rush-Kravitz/28-29 (discussing Coalition/300, Apter-Prihoda/17). 
225 NW Natural/1706, Rush-Kravitz/10. 
226 Coalition’s Closing Brief at 14. 
227 NW Natural/3400, Rush-Kravitz/26-27; NW Natural’s Opening Brief at 35-36. 
228 NW Natural’s Opening Brief at 35; Coalition/300, Apter-Prihoda/15, n.28 (citing Liam McCabe, How 
much energy does a heat pump use? A lot! But less than other HVAC systems, ENERGYSAGE (updated 
Mar. 22, 2024)). 
229 NW Natural/1700, Rush-Kravitz/35; NW Natural/3400, Rush-Kravitz/26. 
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With respect to the ETO study, the Coalition asserts that the Company “misuses” 1 

this study,230 claiming that because the report acknowledges that it is hard to interpret the 2 

primary reason for why heat pumps underperform on energy savings, “NW Natural cannot 3 

simply assume that customers that replace furnaces with a heat pump will also 4 

experience the same lower-than-expected savings.”231  NW Natural notes that the ETO 5 

memorandum referenced by the Coalition is not in the record, but disagrees that it is 6 

inappropriate to draw conclusions from the ETO’s study even if the reasons why heat 7 

pumps underperform are not known with certainty.  The theory that there is some 8 

explanation for heat pumps’ underperformance that would not apply to heat pump 9 

installations in NW Natural’s service territory in the future is simply not credible—10 

particularly considering the large sample of Oregon households represented by the ETO’s 11 

data.  Moreover, the Coalition itself suggested in testimony that heat pumps’ 12 

underperformance on energy savings could be due to user behavior, such as using non-13 

efficient heating and cooling systems alongside their heat pumps,232 which if true would 14 

only go to show that heat pumps do not work as efficiently as expected.233   15 

b. Heat pumps and TENs would likely increase overall energy bills. 16 

The Coalition argues that replacing a furnace with a heat pump can reduce overall 17 

energy bills, or that heat pumps will reduce overall energy bills “[f]or most customers,”234 18 

but these claims are contradicted by the Company’s detailed analysis of the costs 19 

 
230 Coalition’s Closing Brief at 15. 
231 Coalition’s Closing Brief at 16 (citing Memo from Cody Kleinsmith to ETO Board of Directors, “Billing 
Analysis of Residential Ductless Heat Pump Installations” (Aug. 5, 2024), which is not included in the 
record).  
232 Coalition/300, Apter-Prihoda/16-17. 
233 NW Natural/3400, Rush-Kravitz/28. 
234 Coalition’s Opening Brief at 6, 16. 
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associated with the energy used by heat pumps and gas furnaces in its service territory.235  1 

The Coalition continues to assert, as it did in testimony, that the Company’s cost analysis 2 

overestimates the energy needed to heat a home with a heat pump.236  But the Coalition’s 3 

briefing ignores that the Company responded to the Coalition’s concerns by re-running its 4 

cost comparison using the estimate supplied by the Coalition for a heat pump’s heating-5 

only energy use.237  When the Company applied the Coalition-supplied figure of 6 

2,900 kilowatt-hours (“kWh”) per year as the energy use of a 8.5 Heating Seasonal 7 

Performance Factor (“HSPF”) heat pump and then compared the costs of serving the 8 

same heating load with that heat pump and a 95 percent Annual Fuel Utilization Efficiency  9 

furnace, the furnace was the lesser-cost option for serving the same heating load in either 10 

PacifiCorp’s or PGE’s territories.  The results of the Company’s cost comparison based 11 

on the Coalition’s inputs are represented below, and the Company’s testimony fully 12 

explains its calculations.238 13 

 14 
The Coalition has two additional criticisms of the Company’s cost comparison of 15 

heat pumps and furnaces in its service territory.  First, the Coalition asserts the analysis 16 

is “apples to oranges” because of “difficulties in actually converting from HSPF (the 17 

heating metric for heat pumps) and Coefficient of Performance (“COP”) (the heating 18 

 
235 NW Natural/1700, Rush-Kravitz/33-36; NW Natural/1705; NW Natural/3400, Rush-Kravitz/25-26, 31-36. 
236 Coalition’s Opening Brief at 18; Coalition/300, Apter-Prihoda/15. 
237 Coalition/300; Apter-Prihoda/15; NW Natural/3400, Rush-Kravitz/30-35. 
238 NW Natural/3400, Rush-Kravitz/30-36. 
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efficiency metric for furnaces).”239  However, in testimony, the Company explained and 1 

provided the conversion factor it used to convert HSPF to COP.240  The Coalition has not 2 

taken issue with this conversion factor, and the Coalition also did not accept the 3 

Company’s offer to informally meet with the Coalition to jointly engage with the Company’s 4 

cost comparison analysis and answer Coalition questions about it.241  Thus, the 5 

unrebutted evidence in the record shows that the Company’s conversion factor was 6 

reasonable and accurate.  7 

Second, the Coalition faults the Company for not studying heat pumps with 8 

efficiencies higher than 10 HSPF.242  As the Company explained in testimony, heat pumps 9 

with HSPFs of 11 or 12 are not commonly found in NW Natural’s service territory, and the 10 

most recent Northwest Energy Efficiency Alliance Residential Building Stock Assessment 11 

survey (published in 2024) shows that the average ducted heat pump efficiency in the 12 

region for both new and existing heat pumps is 8.9 HSPF.243  For similar reasons, 13 

NW Natural did not include 99 percent efficient gas furnaces in its cost comparison 14 

analysis, although they also exist on the market.244 15 

In addition, Clark Public Utilities (“Clark”), a Washington electric utility that is 16 

adjacent to the Company’s Oregon service territory and serves most of NW Natural’s 17 

Washington customers, has a cost comparison tool that produces similar results to the 18 

Company’s cost analysis presented above.245  As the Company explained in testimony, it 19 

 
239 Coalition’s Opening Brief at 18. 
240 NW Natural/3400, Rush-Kravitz/33, n.102 (“HSPF represents how many [British Thermal Units (“BTUs”)] 
of heat a heat pump provides for every watt-hour of electricity it uses.  COP is a simple ratio of heat output 
to energy input.  The 0.293 factor converts the BTU/kWh units of HSPF into the unitless ratio of COP.”). 
241 NW Natural/3400, Rush-Kravitz/30-31. 
242 Coalition’s Opening Brief at 18. 
243 NW Natural/3400, Rush-Kravitz/35-36. 
244 NW Natural/3400, Rush-Kravitz/36. 
245 NW Natural/3400, Rush-Kravitz/36. 
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input PGE’s, PacifiCorp’s, and NW Natural’s respective volumetric rates into Clark’s cost 1 

comparison tool, and the results showed that natural gas heating was more cost effective 2 

than a heat pump or propane.246 3 

The Coalition refers to an NREL study in support of its claim that heat pumps result 4 

in lower overall utility bills, but the study acknowledges that “the economics of heat pumps 5 

are extremely varied,” and that “even if an average household saves money on their 6 

energy bills, there may be a wide distribution such that some households see large bill 7 

increases.”247  A RMI study introduced by CUB states that “in many retrofit scenarios for 8 

a home with existing natural gas space and water heating, switching to electric heat pump 9 

devices is more expensive today than retrofitting with a new gas furnace and water 10 

heater,” and that “most of the 56 million American households currently heated with 11 

natural gas will not find it cost-effective to switch to electric heat pumps at today’s 12 

prices.”248   13 

Closer to home, CAP agencies have reported that some customers have 14 

experienced net increases in their energy bills when they replaced their furnace with a 15 

heat pump.249  CAP agencies’ reports from NW Natural’s service territory about the cost 16 

impacts of heat pumps on customers are more probative than any national-scale study 17 

that is reliant on assumptions about states’ energy costs.  18 

The Coalition asserts that the Company’s arguments regarding cost ignore the 19 

12 percent of NW Natural customers who do not receive electric service from an investor-20 

owned utility (“IOU”), and that electric service from non-IOU providers is lower-cost and 21 

 
246 NW Natural/3400, Rush-Kravitz/36-38. 
247 Coalition/301, Apter-Prihoda/1, 3. 
248 CUB/203, Jenks/48, 51.  
249 Staff/2000, Ayres-Lockwood-Scala/14. 
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has lower emissions than service from the IOUs.250  However, the record does not support 1 

the Coalition’s broad claim about non-IOU electricity providers’ rates and resource mixes.  2 

The Coalition provided only limited analysis about the emissions intensities of a some 3 

non-IOU electric utilities, and did not address non-IOU pricing in its testimony and 4 

provided no record evidence on this point.  Instead, in briefing the Coalition refers to 5 

information outside the record regarding only two non-IOU electric service providers with 6 

lower per-kWh prices than PGE and PacifiCorp.251  Because this information is not in the 7 

record, the Commission should accord it zero weight.  But even if this information were 8 

properly before the Commission, the per-kWh charges of those two entities does not 9 

establish that the electricity provided by all other electric utilities in NW Natural’s service 10 

territory is cheaper and less emissions-intensive than the electricity supplied by PGE and 11 

PacifiCorp.252  Put simply, there is not enough evidence in the record to compare the 12 

emissions intensity and cost of other utilities operating in NW Natural’s service territory 13 

against PGE and PacifiCorp.   14 

The Coalition also argues that the Company ignores the “overall [cost] impact of 15 

displacing traditional air conditioning” with a heat pump.253  However, the only evidence 16 

the Coalition cites regarding bill savings from replacing traditional air conditioning with a 17 

heat pump is the NREL study previously discussed.254  The predictive value of that study 18 

is very limited because it relies on projections of residential energy bills based on 2019 19 

 
250 Coalition’s Opening Brief at 18; Coalition’s Closing Brief at 14-15. 
251 Coalition’s Opening Brief at 18, n.67. 
252 The Coalition stated in testimony that some non-IOU electric service providers whose territories overlap 
with NW Natural’s use no natural gas or coal-based electricity, but also admitted that some others make 
market purchases that may contain emitting resources.  Coalition/400, Moore/10.  There is not detailed 
evidence for each non-IOU electricity supplier in the record showing its rates and resource mix that supports 
the Coalition’s broad claims on this point. 
253 Coalition’s Closing Brief at 15. 
254 Coalition’s Opening Brief at 6, 16, 18, 20 (citing Coalition/301, Apter-Prihoda/42). 



UG 520 – NW NATURAL’S CLOSING BRIEF 58 

data and on state average data, as opposed to actual, current energy costs on 1 

NW Natural’s system.255 2 

Finally, the Coalition argues that the Company ignores “expected costs in five or 3 

ten years when it must begin delivering large quantities of alternative fuels like hydrogen, 4 

renewable natural gas, and synthetic methane in order to comply with its CPP 5 

obligations.”256  However, as shown in the Company’s Opening Brief, the Company’s 6 

historically low rates and generous bill discount programs will help to offset future cost 7 

increases attributable to CPP compliance costs and will ensure the Company’s service 8 

will remain affordable into the future.257  Moreover, the Coalition’s speculation about costs 9 

increasing on the gas side ignores rate pressures that electric utilities will also likely face 10 

in the future as a result of HB 2021.258 11 

2. The Commission should not adopt the Coalition’s OLIEE proposal. 12 

Because electrification will likely increase costs and emissions, as detailed above, 13 

the Coalition’s OLIEE proposal may actually harm the low-income customers it seeks to 14 

help and should be rejected.  Contrary to the Coalition’s argument, Schedule 320 does 15 

not “force current low-income customers to remain on the gas system,”259 and low-income 16 

customers are not currently lacking for “financial [or] programmatic ability to replace their 17 

nonfunctioning and red-tagged furnaces with a heat pump.”260  Rather, low-income 18 

customers already have options to electrify, including by accessing other sources of 19 

 
255 See Coalition/301, Apter-Prihoda/32. 
256 Coalition’s Closing Brief at 15. 
257 NW Natural’s Opening Brief at 20; NW Natural/3400, Rush-Kravitz/41-42.  
258 NW Natural/3401, Rush-Kravitz (PGE states that: “[u]ncertainties regarding the ability to meet emissions 
targets at prices that are affordable for customers on the timelines specified by HB 2021 have grown, due 
to factors outside PGE and its customers’ control.”). 
259 Coalition’s Opening Brief at 17. 
260 Coalition’s Opening Brief at 12. 
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funding for electric heat pumps that do not come from other NW Natural customers.261  1 

The Coalition undercuts its own arguments about OLIEE participants’ “energy autonomy” 2 

and claims that low-income customers will be ‘locked in’ to natural gas appliances by 3 

acknowledging the obvious: “NW Natural customers always have the option to disconnect 4 

service if they so choose.”262 5 

The Coalition suggests its proposal is harmless because it merely gives OLIEE 6 

participants a choice.263  But this ignores the positions of CAP agencies themselves that 7 

the Coalition’s proposal would be detrimental to CAP agencies’ ability to provide home 8 

weatherization and energy efficiency measures to OLIEE participants.264  As discussed 9 

in the Company’s Opening Brief and not disputed by the Coalition’s briefs, CAP agencies 10 

have reported to Staff that the Coalition’s OLIEE proposal would risk loss of federal funds 11 

and invoke additional administrative and technical barriers not present for gas furnace 12 

installations.265  The Coalition’s suggestion to give CAP agencies the option of 13 

administering the Coalition’s OLIEE proposal266 would not remove these hurdles; it would 14 

add unnecessary complication for CAP agencies and potentially be confusing for 15 

customers.  16 

The fact that the Company launched a 12-home Ground Source Heat Pump 17 

(“GSHP”) pilot in Lane County does not undercut or contradict the CAP agencies’ 18 

feedback about the Coalition’s OLIEE proposal, as the Coalition suggests.267  The GSHP 19 

 
261 NW Natural/1800, Tanaka/20-21; NW Natural’s Opening Brief at 39 (citing NW Natural/3400, Rush-
Kravitz/23 and NW Natural/3500, Tanaka/5, 7). 
262 Coalition’s Opening Brief at 1, 12. 
263 Coalition’s Opening Brief at 20; Coalition’s Closing Brief at 1. 
264 NW Natural/3800 at 1-4; Staff/2000, Ayres-Lockwood-Scala/14-15; NW Natural’s Opening Brief at 38-39. 
265 NW Natural’s Opening Brief at 38. 
266 Coalition’s Opening Brief at 25.  
267 Coalition’s Opening Brief at 21-22. 
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pilot involved installing dual GHSP-gas systems in customers’ homes and had a primary 1 

goal of understanding “the user experience . . . for dual fuel system installation” and so 2 

did not involve fuel-switching.268  Thus, the administrative hurdles and concerns about 3 

loss of federal funds that are implicated by programs aimed at fuel-switching were not 4 

implicated by the GSHP pilot.  5 

The Coalition is incorrect to suggest that CAP agencies’ practice of concurrently 6 

installing air conditioning (“AC”) with high-efficiency gas furnaces when AC is not already 7 

present automatically means that OLIEE participants would be better off if heat pumps 8 

were installed instead.269  The Coalition relies upon an NREL study projecting cost 9 

savings for households that install a heat pump in the place of a traditional AC unit,270 10 

which is a different circumstance than installing a heat pump when AC is not already 11 

present.  The same NREL study shows that the percentage of natural gas customers in 12 

Oregon who would be expected to experience utility bill savings when a minimum 13 

efficiency heat pump is installed and the home did not already have cooling is only 14 

13 percent—meaning that 87 percent of those customers would be expected to see their 15 

energy costs increase.271  Again, this is a conservative estimate due to the previously-16 

discussed limitations of the dataset the NREL study is based upon.   17 

Moreover, of particular relevance to OLIEE participants, who likely receive bill 18 

assistance from NW Natural in amounts of up to 85 percent of gas bills, the costs of 19 

electricity and natural gas modeled by the NREL study were based on state average 20 

residential prices from 2019, which NREL then multiplied by “regional multipliers” and 21 

 
268 Coalition/501 at 4, 19. 
269 Coalition’s Opening Brief at 17, 23-24. 
270 Coalition’s Opening Brief at 17-18. 
271 Coalition/301, Apter-Prihoda/42. 
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subtracted fixed charges.272  NW Natural’s Bill Discount Program was initiated in winter 1 

2022, and the program was revised in 2024 with much steeper discount levels than when 2 

the program was rolled out.273  Thus, NW Natural’s generous bill discounts for low-income 3 

customers could not have been reflected in the NREL analysis, and it is fair to assume 4 

that the gas prices used to produce the NREL analysis are much higher than the gas 5 

prices actually experienced by NW Natural’s OLIEE customers. 6 

3. The Commission should not require NW Natural to study 7 
electrification as a NPA as a condition for recovery of distribution 8 
infrastructure costs. 9 

Because, as discussed above, the Company lacks authority to pursue NPAs aimed 10 

at removing gas customers from its system, there is no practical reason for the Company 11 

to expend customer resources to study NPAs that would electrify current gas customers 12 

(as opposed to supporting dual-fuel measures such as GSHPs).  13 

As the Coalition implicitly admits with its extensive discussion of the Company’s 14 

IRPs, a rate case is a poor fit for issues regarding NW Natural’s choice of CPP compliance 15 

strategies, the cost of such strategies, and the inclusion of electrification in NW Natural’s 16 

planning.  NW Natural agrees with Staff that adopting a condition precedent for cost 17 

recovery in a general rate case would be a departure from Commission precedent and in 18 

tension with the Commission’s IRP Guidelines.274  This rate case is not an appropriate 19 

forum for the Commission to adopt any generally applicable planning requirements, 20 

particularly where other gas utilities and stakeholders who are not represented in this 21 

docket have not had an opportunity to weigh in.  To do so would unfairly subject 22 

 
272 Coalition/301, Apter-Prihoda/32. 
273 NW Natural/200, Tanaka/9, Table 3. 
274 Staff’s Opening Brief at 3-5. 
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NW Natural to a different set of planning requirements than the other gas utilities in 1 

Oregon.  The Coalition claims that its request does not require the Commission to pre-2 

judge the prudence of future gas infrastructure,275 but this is not so.  If adopted, the 3 

Coalition’s proposal would likely be used to support arguments that the Commission 4 

would be precluded from finding an investment prudent, absent the required analysis. 5 

Contrary to the Coalition’s claim, Order No. 23-381 addressing NW Natural’s 6 

2022 IRP does not authorize the Coalition’s proposal here.276  The Coalition’s NPA 7 

proposal is far more extreme than was contemplated in the Commission’s discussion of 8 

studying electrification in IRPs in Order No. 23-281.  The Commission stated “there is 9 

little dispute” that electrification should be evaluated as an external factor affecting load 10 

forecasts in IRPs, but the Commission was much less categorical with regard to whether 11 

gas IRPs should take electrification into account as a “proactive resource strategy.”277  12 

The Commission ultimately stated it agreed “to some extent” with Staff’s view that more 13 

information is needed before “arriving at a comprehensive view of how gas IRPs should 14 

model electrification,” announced an expectation that IRPs continue to evolve on this 15 

issue, and suggested that it might communicate “more direct, near-term expectations” for 16 

evaluating electrification as an NPA.278  Clearly, the Coalition’s proposal demanding that 17 

a gas-only utility study electrification as a resource strategy, and conditioning cost 18 

recovery on doing so, is far out in front of Order No. 23-281. 19 

 
275 Coalition’s Closing Brief at 12. 
276 Coalition’s Opening Brief at 2. 
277 In re Nw. Nat. Gas Co., dba NW Natural, 2022 Integrated Resource Plan, Docket No. LC 79, Order 
No 23-281 at 9-10 (Aug. 2, 2023). 
278 Docket No. LC 79, Order No. 23-281 at 10. 
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The Coalition argues that its proposal to require NW Natural to study electrification 1 

as an NPA is “no different” than the Commission requiring an electric utility to propose a 2 

demand response pilot in an IRP or to develop non-wires solution pilot proposals, where 3 

reasonable, through their distribution system planning.279  These situations are not similar 4 

to the Coalition’s proposal.  Demand response and non-wires solutions involve reducing 5 

consumption of electricity or reinforcing the electric grid, not ceasing to provide electric 6 

service altogether.  The Commission’s power to order utilities to provide service more 7 

efficiently does not equate to a power to order utilities to stop providing service. 8 

Finally, the Coalition’s proposal lacks detail and is insufficiently developed to permit 9 

analysis or implementation.  As one example, it is not clear whether or how the proposal 10 

would apply to distribution projects undertaken due to county or other local government 11 

actions requiring NW Natural to relocate its distribution pipelines,280 and for which NPAs 12 

are not feasible.281  In addition, as Staff points out, if the Commission adopted the 13 

Coalition’s proposal it would also need to determine in advance of the Company’s next 14 

cost recovery proceeding what depth of analysis or investigation it would find sufficient to 15 

meet the Coalition’s condition, or if it would prescribe any other required components of 16 

an electrification analysis.282  Even if it had the authority to do so, the Commission should 17 

not adopt a novel NPA requirement. 18 

 
279 Coalition’s Opening Brief at 27 (citing Coalition/400, Moore/16-17). 
280 See, e.g., NW Natural/500, Kizer-Johnson/17-18.  
281 In addition, many gas distribution projects are planned and initiated years before the Company seeks 
recovery in a rate case.  See, e.g., NW Natural/500, Kizer-Johnson/9-12 (discussing the North Coast 
Feeder Upgrade Project, a distribution project which the potential need for was first identified in 2018, three 
years before it was first presented in March 2021, and five years before the first section was included in a 
rate case in 2024).  It would be fundamentally unfair to apply the Coalition’s proposal to projects that are 
already underway, so implementing the Coalition’s proposal would require the Commission to parse in every 
cost recovery proceeding in the near future when each project was initiated in order to determine whether 
the condition applied.   
282 Staff’s Opening Brief at 5. 
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4. The Commission should not require the Company to undertake 1 
electrification and TEN pilots. 2 

The Coalition argues that “[s]tudying and implementing pilot programs is an 3 

appropriate first step to determine the viability of targeted electrification and TENs in 4 

NW Natural territory,” and points out that the Commission has required utilities to engage 5 

in pilots in the past.283  NW Natural does not dispute that the Commission generally has 6 

authority to order utilities to pursue pilots.  However, the Commission does not have 7 

authority to require or approve a pilot that would involve the utility doing something illegal.  8 

For example, the Commission could not approve a pilot that would have the Company 9 

stop all safety inspections of its system to see whether the cost savings outweigh the cost 10 

of any resulting safety incident.  Here, the Company vehemently disagrees that it would 11 

be legal or appropriate for the Commission to require the Company to undertake pilots 12 

that would compromise its fundamental duty to serve customers, particularly based on a 13 

record which indicates that the electrification of NW Natural’s customers is likely to have 14 

detrimental cost and emissions impacts.284  The Coalition admits that electrification and 15 

TEN pilots need to be studied to determine whether they are appropriate to pursue, which 16 

undercuts the Coalition’s advocacy that NW Natural should be required to carry out such 17 

proposals.285   18 

The Coalition argues for the first time in its Closing Brief that its proposed targeted 19 

electrification proposal would not require customers to electrify but would simply give 20 

 
283 Coalition’s Opening Brief at 30. 
284 The Coalition argues that targeted electrification and TENs “can drive emissions reductions for both 
NW Natural and Oregon in both the short and long term.”  Coalition’s Opening Brief at 30.  With the possible 
exception of TENs, NW Natural/3400, Rush-Kravitz/51-52, this is incorrect for the reasons discussed 
previously.  See supra Section V.B.1.a. 
285 Coalition’s Opening Brief at 30, 33. 
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them the choice.286  Throughout its testimony and even in its Opening Brief, the Coalition 1 

never framed its targeted electrification pilot proposal as being voluntary for customers, 2 

and the Coalition’s alteration of its proposal now, in its Closing Brief, unfairly stymied other 3 

parties’ ability to meaningfully engage with and respond to what the Coalition actually 4 

envisions for the pilots it recommends.  5 

Moreover, it is unclear how a voluntary program could achieve the Coalition’s goal 6 

of “decommission[ing] gas infrastructure,”287 by “strategically converting certain areas of 7 

the gas distribution system from natural gas use to electricity.”288  If even one gas 8 

customer remains in an area, the Company must maintain any gas infrastructure needed 9 

to serve that customer, including not only the service line and meter serving that customer, 10 

but also any mains or other infrastructure further upstream of that service line in the 11 

Company’s distribution system.289  In addition, a voluntary targeted electrification pilot 12 

would be redundant, since gas customers already have the option to voluntarily electrify, 13 

as the Coalition acknowledges.290  It is also unclear how a voluntary targeted 14 

electrification pilot could be evaluated as a NPA, since the number of customers who 15 

would opt to participate would be unknown during the time of the Company’s system 16 

planning. 17 

The fact that the Company is already pursuing a TEN pilot in Washington is not 18 

inconsistent with its opposition in this case to being required to undertake a TEN pilot in 19 

Oregon.291  NW Natural’s Washington TEN pilot is authorized by Washington law,292 20 

 
286 Coalition’s Closing Brief at 2. 
287 Coalition/200, Moore/6, 10; Coalition/400, Moore/5; Coalition’s Opening Brief at 2, 29, 33. 
288 Coalition/200, Moore/10. 
289 NW Natural/1700, Rush-Kravitz/42. 
290 Coalition/100, Apter-Prihoda/35-36; Coalition’s Opening Brief at 12. 
291 Coalition’s Opening Brief at 32. 
292 RCW 80.28.460. 
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whereas a similar law introduced in the Oregon Legislature during the 2025 legislative 1 

session did not pass.293  Absent Oregon legislation, the Commission lacks the authority 2 

to require NW Natural to conduct a TEN pilot or incorporate TENs into its system 3 

planning.294  Additionally, early information from the Washington TEN pilot indicates that 4 

it will be expensive even with the grant funding enabled by Washington’s statute295—an 5 

element also not present in Oregon.  Thus, even if it were legal to do so, the Company 6 

would likely refrain from undertaking another TEN pilot in Oregon, if only due to cost. 7 

Like CUB, the Coalition points to the fact that NW Natural’s customer growth is 8 

slowing in support of its claim that “the conditions for [a future “death spiral]” are on the 9 

horizon”296 and that NW Natural should be required to study and implement the Coalition’s 10 

preferred NPAs of TENs and targeted electrification “as soon as possible.”297  However, 11 

NW Natural’s slowing customer growth is attributable to the fact that the total population 12 

in Oregon is either stagnant or declining, with “a continual out-migration from the Portland 13 

metro area.”298  Despite those demographic trends, NW Natural continues to have net 14 

customer growth and add residential customers to its system at a faster rate than PGE, 15 

showing that gas remains a fuel of choice.299 16 

Relatedly, the Coalition’s argument that its proposed pilots are necessary 17 

“proactive steps” to “mitigate against [sic] the risk of a future death spiral” does not make 18 

sense.300  As explained in detail in NW Natural’s Opening Brief, there is no evidence of a 19 

 
293 See SB 1143A, 83rd Leg. Assemb., 25th Reg. Sess. (Or 2025). 
294 See, e.g., NW Natural/1700, Rush-Kravitz/26-27. 
295 RCW 80.28.460(1). See also RCW 43.31.033. 
296 Coalition’s Closing Brief at 16. 
297 Coalition’s Opening Brief at 30. 
298 See NW Natural/1303, Davilla/9-10. 
299 NW Natural/3400, Rush-Kravitz/61-62. 
300 Coalition’s Closing Brief at 16. 
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current or imminent “death spiral,”301 and the Coalition has admitted that it is not claiming 1 

NW Natural is in a “death spiral.”302  The Coalition’s proposals would reduce NW Natural’s 2 

customer base and either decommission gas infrastructure before the end of those 3 

assets’ useful lives, or force NW Natural to provide electric infrastructure in the place of 4 

gas infrastructure—outcomes that would seem to push NW Natural towards a so-called 5 

“death spiral,” not prevent one.  6 

VI. CONCLUSION7 

The Company respectfully requests that the Commission reject each of CUB’s and 8 

the Coalition’s proposals discussed in this brief and approve the First, Second, and Third 9 

Stipulations without modification. 10 

Respectfully submitted this 29th day of August 2025. 11 
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301 NW Natural’s Opening Brief at 43-44. 
302 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.”). 
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