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Q. Areyou the same Michelle Scala who published Exhibit Staff/100 and

whose Witness Qualifications Statement is found in Exhibit Staff/101?

A. Yes.

Q. What is the purpose of this Rebuttal Testimony?

In this testimony | provide an overview of key updates to Staff-sponsored
adjustments and issues regarding the Northwest Natural Gas Company (NW
Natural, NWN, or Company) request for a general rate revision, docketed as

UG 520.

Q. How is this Rebuttal Testimony organized?

This testimony is organized as follows:

1. Introduction to Other Staff's Rebuttal Testimony............cccccoveiiiiiiiiiiiiiiinnnn. 2
2. Key Concerns - Affordability and Futureproofing..........ccccoeeviiiiiiiiiiinnneeeeee, 4

Q. Did you prepare exhibits in addition to this Rebuttal Testimony?

No.
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1. INTRODUCTION TO OTHER STAFF'S REBUTTAL TESTIMONY

Q. Please provide relevant information regarding settled issues that will

not be addressed in Staff’'s rebuttal testimony.

On June 17, 2025, Staff, NW Natural, the Oregon Citizens’ Utility Board (CUB),

and the Alliance of Western Energy Consumers (AWEC) reached a settlement

“First Stipulation” resolving many issues in this docket. The First Stipulation

was filed with the Commission on June 23, 2025. While not a party to the First

Stipulation, Climate Solutions, Coalition of Communities of Color, Verde, Sierra

Club, and Oregon Environmental Council (collectively, the Coalition) is also a

party to this docket and has indicated that it will not oppose the First

Stipulation. The following are addressed by the First Stipulation and thus not a

part of Staff's rebuttal testimony:

e Revenue requirement, inclusive of:

(0]

(0]

Cost of capital/capital structure;

Dalles Resource Center;

Membership and Dues Expense,;

Meals and Entertainment Expense;

D&O Insurance Expense;

Wages and Salaries, FTE Adjustments, Incentives, Payroll Taxes,
Depreciation Expense;

Advertising Expense;

Leasehold Improvements;

Mist Compressors;
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0 Test Year Plant Additions and other miscellaneous adjustments;
o Depreciation expense; and

o Mist compressors.

Q. Please describe the Testimony submitted by Staff in this filing.

A. The Staff exhibit number, respective Staff witness, and topics published on this

date, June 24, 2025 are identified below.

In Exhibit 1900, Will Wheeler, Ph.D., Senior Economist, responds to
other parties’ arguments regarding load forecast, rate spread, and rate design.

In Exhibit 2000, Kate Ayres, Charles Lockwood, and Michelle Scala,
Energy Justice Analyst, Utility Analyst, and Regulatory Strategy Manager,
respectively, respond to other parties’ testimony and issues regarding energy
justice, affordability, NW Natural’s low-income assistance and low-income
energy efficiency programs, and hydrogen blending R&D.

In Exhibit 2100, Melissa Nottingham, Consumer Services and RSPF
Manager, provides an updated summary of public comments received by the
Commission since Staff’s last published record of comments.

In Exhibit 2200, Bret Farrell and Jean Falconer Ph.D., both Senior
Utility Analysts, respond to NW Natural’'s Reply Testimony on issues related to
the Company’s long-run incremental cost study and Schedule 27, residential

heating dry-out service.
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2. AFFORDABILITY AND FUTUREPROOFING

Q. What is Staff’s focus in reviewing the Company’s rate increase

request?

Staff's focus in this proceeding is protecting customer affordability. In particular,
Staff's positions align with our expectations that the Company is disciplined in
its spending, meaningfully considers distributional equity, and continues to
evaluate its investments and operational decisions for futureproofing in an
uncertain and quickly changing future.

Affordability

Disciplined spending would be better evidenced by a clear record of
options, prioritization, and robust justification of decisions impacting
investments, expense, and the timing of which these were pursued. In several
areas of this case, Staff found that the Company instead made capital choices
that were not supported by specific or quantified benefits nor information
demonstrating that alternatives had been adequately considered for cost
effectiveness.

Staff also notes increasing uncertainty around the future of federal
support programs, including but not limited to those designed specifically for
low-income energy assistance. While these do not represent the full suite of
assistance programs available to income-qualified NW Natural customers, a
loss of these programs would create a gap nonetheless, and the pressure of
widespread economic uncertainty may pose potential challenges to the ability

of state or ratepayer funded programs to backfill the funding. Staff continues to
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express concern at the lack of distributional cost and benefits analysis provided
with NW Natural's proposals and questions whether affordability and customer
impacts are appropriately weighed and prioritized throughout UG 520.
Futureproofing

Given the level of uncertainty about technology, load, policy compliance
strategies, and community perspectives, it is more critical than ever that natural
gas companies consider futureproofing in their investments and operational
decisions. This includes considering opportunities to design near-term
investments with future needs and constraints in mind, as well as,
implementing well-designed pilots to test new technologies and approaches.
Staff encourages the Company’s exploration of futureproofing but has
concerns about certain conclusions and implementation decisions. Continued
engagement on the Company's approach to futureproofing is a priority for Staff
moving into the Company's next Integrated Resource Plan review.

Staff is committed to transparent and robust planning frameworks that
should accompany utility proposals. For example, regarding Non-Pipeline
Alternatives (NPAs) despite Commission guidance in NW Natural's LC 79
docket and prior IRPs, the Company has not developed a sufficient framework
for identifying NPAs. In some cases, such as the North Coast Feeder pipeline,
Staff observed a reactive approach where the Company claimed that
interruptible load was not feasible, without demonstrating that large customers

were ever approached or strategically pursued.! There is clearly a need to

1

See LC 79, NW Natural Reply comments.
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establish clearer expectations for NPAs in the IRP and include realistic
electrification assumptions, technology pilots, and energy efficiency program
design. To date, this is lacking and seemingly at the tangible and intangible
expense of NW Natural’s customers.

How does Staff respond to the Coalition’s proposals concerning targeted
electrification and thermal energy networks as NPAs?

In Opening Testimony, the Coalition recommends the Commission require NW
Natural to evaluate and pilot thermal energy networks (TEN) and targeted
electrification as NPAs.? These concepts are framed as tools to decommission
gas infrastructure, reduce future stranded asset risk, and support equitable
decarbonization. Staff agrees that targeted electrification and TENs are
important elements in disciplined spending and an in-depth exploration of
futureproofing for Northwest Natural's system. Further, Staff acknowledges and
appreciates the Coalition’s efforts to elevate potential tools for advancing
equitable system planning and NPAs. Staff is committed to advancing these
issues in a data-driven manner in planning dockets and agrees that it is
increasingly important for all utilities to thoughtfully engage with a broader suite
of collaborative decarbonization solutions and future planning.

Does Staff have additional responses to the Company’s testimony on
targeted electrification and TEN proposals?

Staff found NW Natural’'s Reply Testimony on these issues obscures the

importance of engaging on critical regulatory questions about the future of the

Coalition Intervenors/100, Apter-Prihoda/Pages 83-84.
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gas system in Oregon. Staff expects these issues to be significant topics
explored in IRP analysis and stakeholder discussions; however, given the
relevance to affordability and futureproofing, Staff would encourage the
Company to consider a more constructive posture that acknowledges
electrification as a planning input, rather than a threat.

Staff is also somewhat concerned by the Company’s implication that
electrification is wholly outside the scope of Commission oversight or
regulatory relevance. Changes in end-use fuel choices, customer departures,
and long-term infrastructure investments are squarely within the Commission’s
jurisdiction insofar as they affect system costs, stranded asset exposure, and
cost allocation among remaining customers. The Company’s seeming refusal
to evaluate or scenario-test the effects of these dynamics, limits the opportunity
for thoughtful, forward-looking analysis that precludes more collaborative
regulatory discussion.

What is Staff’s position on CUB’s proposal to address service line
stranded assets associated with customer electrification?

Staff appreciates CUB'’s interest in ensuring that assets no longer used and
useful are not unnecessarily retained in rate base. However, Staff does not
support departing from standard group depreciation practices for service lines
at this time. Customer counts on NW Natural’'s system have continued to grow,
and the number of customers fully electrifying and disconnecting service
remains small. Staff also notes practical complications with CUB’s proposal,

particularly if service lines are later reactivated due to redevelopment or a
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future occupant choosing to restore gas service. In this context, Staff finds that
group depreciation remains a reasonable and administratively efficient
approach.

Does Staff expect to revisit this issue in the future?

Yes. Staff will continue to monitor customer trends, electrification policy
developments, and any material shifts in the use of service infrastructure.
While Staff does not believe a change is warranted based on current
conditions, future developments could prompt reevaluation. For now, Staff
believes the impact of early retirements within a large service line depreciation
group is minimal, and that introducing asset-level tracking would likely add
unnecessary complexity with limited benefit.

Has Staff adopted any significant changes to its approach to analysis
and adjustments in this rate case?

No. Consistent with Staff's approach in Opening Testimony, Staff's
adjustments remain grounded in determinations of reasonableness and
necessity. Staff continues to apply a consistent approach to evaluating the
Company’s filing, using common cost recovery principles where applicable and
developing more targeted solutions when the record supports them.

This approach improves the quality of the record and supports
transparency for both the Company and stakeholders, particularly when
evaluating major capital proposals and shared themes across cost categories.
At the same time, Staff remains cognizant of the growing rate pressure facing

customers. Our recommendations are designed to support safe and reliable
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utility service at a fair return, while minimizing energy insecurity and ensuring
costs are justified and appropriately timed.
Q. Does this conclude your testimony?

A. Yes.
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Q. Please state your name, occupation, and business address.
A. My name is Will Wheeler. | am a Senior Economist employed in the Energy
Costs Section of the Commission’s Energy Program. My business address is
201 High Street SE, Suite 100, Salem, Oregon 97301.
Q. Have you previously provided testimony in this case?
Yes. My Opening Testimony is found in Exhibit No. Staff/1700 and my Witness
Qualifications Statement is provided in Exhibit No. Staff/1701.
Q. What is the purpose of your testimony?
To respond to NW Natural Gas Company’s (NWN, NW Natural, or Company)
Reply Testimony on load forecasting and rate spread and the Alliance of
Western Energy Consumers’ (AWEC) Opening Testimony on rate spread.
Q. Did you prepare any exhibits for this docket?
Yes. | prepared the following exhibit:
o Staff Exhibit 1901 — NW Natural's Responses to Staff's Data Requests
Q. How is your testimony organized?
A. My testimony is organized as follows:

[SSUE 1. LOAd FOIECAST ... 2
Issue 2. Rate Spread ..........coooovuiiiiiiiee e 13
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ISSUE 1. LOAD FORECAST

Q. Please describe NW Natural’s Test Year load forecast.

NW Natural forecasts an Oregon load of 1,121 million therms in the Test Year,

a 3.5 percent increase relative to the Base Year. Roughly 37.1 percent,

24.2 percent, and 38.7 percent of this total load is attributable to the residential,

commercial, and industrial & transportation customers, respectively.’

Please summarize Staff’s position on NW Natural’s load forecast in

Opening Testimony.

Staff reviewed the load forecast and found that it was reasonable and uses

industry standard techniques, noting that the forecast had improved in part

thanks to NW Natural being responsive to past modeling improvements

suggested by Staff. Staff did not propose any adjustments to the load forecast

in this case, though with the goal of continued improvement, proposed the

following three changes for NW Natural's next general rate case:

1.  Choose the Heating Degree Day (HDD) set point temperature based on
the best fit of a regression of usage on HDDs;

2. Create a separate use-per-customer (UPC) forecast for single-family and
multi-family residential customers; and

3. Incorporate analysis of the phase-out of the Line Extension Allowance
(LEA) policy into its customer forecasts.

Have any parties provided testimony on the load forecast since Staff’'s

Opening testimony?

1

NW Natural/1503, Walker/1.



10

11

12

13

14

15

16

17

18

19

20

Docket No: UG 520 Staff/1900

Wheeler/3

A. Yes. NW Natural responded to each of Staff's proposed modeling changes in

its Reply Testimony. No intervenors wrote about the load forecast in Opening

Testimony.

Please briefly summarize NW Natural’s response to each of Staff’s

proposed modeling changes.

NW Natural’s response to each of the three proposed modeling changes is as

follows:

1.

NW Natural is opposed to choosing the HDD set point temperature based
on the best fit of a regression of usage on HDDs, stating that it would
create undue administrative burden.?

NW Natural is amenable to creating separate UPC forecasts for single-
family and multi-family residential customers, though disagrees with
Staff's position as to how this might affect cost allocation and rate
spread.?

NW Natural explained that it does currently consider the phase out of the
LEA policy in its customer forecasts and questions the value of Staff's
proposed analysis given that the LEA will be completely phased out by
November 1, 2027.4

Staff discusses each of NW Natural’s responses in greater detail below

and provides Staff’'s updated position where applicable.

2
3
4

NW Natural/3300, Wyman/11.
NW Natural/3300, Wyman/13-14.
NW Natural/3300, Wyman/19.
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What is an HDD and why does the Company include this variable in its
UPC forecast models?
HDDs measure how cold a given day or time period is relative to some
baseline (“set point”) temperature. They are greater than zero when the
average temperature is lower than the set point temperature, and they equal
zero when the average temperature is greater than or equal to the set point
temperature. Colder temperatures mean more HDDs and, generally, higher
natural gas usage. Since the relationship between temperature and load is
non-linear, converting temperature to HDDs using an appropriate set point
temperature linearizes the relationship between temperature and load and
enables the Company to estimate simpler econometric models than would be
required if it instead included a temperature variable in its models.
What HDD set point temperatures does the Company use in this rate
case and why?
NW Natural uses 59 degrees Fahrenheit as the set point temperature for
residential rate schedules and 58 degrees Fahrenheit for commercial
schedules. The Company says these are the temperatures at which each
customer type begins to use energy for heating purposes. The Company
adopted these set point temperatures in its 2002 general rate case, UG 152,
based on the recommendation of an outside consultant, Forefront Economics.®
The Company says that “[ijn addition to the UG 152 analysis, the

Company has continued to empirically examine the relationship between

5

Staff/1700, Wheeler/6.
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ambient temperature and the beginning of observed heat load.” It cites its
estimation of a model with a structural break at 59 degrees Fahrenheit (F) in its
2022 IRP as evidence of its continued efforts to empirically examine this
relationship. It is unclear why the estimated model’s structural break occurs at
59 degrees F given that the Company prefaces the model description by
stating that “[t]here is a structural break in this relationship at 58 [emphasis
added] degrees F as space heating equipment (e.g., furnaces) kick on at
temperatures less than 58 [emphasis added] degrees F.”®

Does Staff believe the Company’s choice to implement a structural
break at 59 degrees F in its 2022 IRP is compelling evidence that a
structural break exists at that particular temperature?

No. The specific model one chooses to estimate is a reflection of the
assumptions made about the statistical relationships between the variables
included in that model. Estimating a structural break model with a break at

59 degrees F means you are assuming a structural break exists, and assuming
that it exists at that particular temperature. You are not testing either of these
things, which would require a model comparison exercise. The fact that the
Company estimated a model with a structural break at 59 degrees F when it
says the break actually occurs at 58 degrees F illustrates this idea: the
Company can estimate a model with a structural break at any temperature it
chooses, but that does not mean it is the temperature at which the structural

break, if it exists, actually occurs.

6

NW Natural/3300, Wyman/8.
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The Company could test whether a structural break exists by estimating
models with and without a structural break and using a predetermined criterion
(e.g., Akaike Information Criterion, root mean squared error, etc.) to evaluate
which model best explains the data. The Company could test that a structural
break exists at a particular temperature by estimating models with structural
breaks at different temperatures and again using a predetermined criterion to
evaluate which model best explains the data. This is similar to the exercise
performed by Staff in Opening Testimony using the methodology the Company
claimed to use to evaluate the relationship between HDDs and total therms in
response to a data request. That exercise indicated that the Company’s
chosen set point temperatures are not those that best fit the data.”

In its Reply Testimony, the Company also references a graph in its 2022
IRP that Staff included in its Opening Testimony, reprinted below in Figure 1,
as support of its continued use of set point temperatures determined more than
twenty years ago. The graph relates temperature and daily firm sales load
using data from 2009-2020, and it does suggest that a structural break exists,
as Staff noted in its Opening Testimony. However, it is not obvious from the
graph that the break occurs at 59 degrees F—or 58 degrees F—as the
Company claims. Staff's empirical analysis suggests the break may occur at a
higher temperature, although Staff cannot say for certain whether that is the
case since the data used in Figure 1 is not identical to the data provided by the

Company and used in Staff's analysis.

7

Staff/1700, Wheeler/8.
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Figure 1

Did Staff recommend that the Company update its HDD set point
temperatures in this rate case?

No. As acknowledged by the Company, “Staff does not recommend
changes to the Company’s HDD set point temperatures in this proceeding.
Staff, however, recommends ‘the Company submit updated HDD set point
temperature analyses in future rate cases to ensure the temperatures being

used continue to be appropriate.”®

Q. How did the Company respond to Staff’s recommendation?

The Company testified that it does not believe Staff's analysis “is evidence
enough to update the Company’s HDD set point temperatures|,]” arguing that
“any changes to the HDD set point temperatures should be based on strong

evidence of meaningful changes in the relationship between ambient

8

NW Natural/3300, Wyman/10-11.
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temperatures and the point that customers begin using load for heating
purposes.” ®

How does Staff respond to the Company’s comments?

A. Staff reiterates that, as acknowledged by NW Natural, Staff does not

recommend that the Company update its HDD set point temperatures in this
rate case. Staff simply recommends that the Company submit evidence to
support the continued use of its current set point temperatures in future rate
cases due to the inconclusive evidence that the Company has submitted in this
case and the existing mismatch between its estimated structural break and
observed customer behavior. Staff's Opening Testimony analysis provided
evidence, using the Company’s own data and stated methodology, that the set
point temperatures that best explain the data are higher than what the
Company currently uses and may have increased in recent years.°

The Company, in explaining why it does not use 65 degrees F as its set
point temperature like numerous other Oregon utilities and federal agencies,
including the National Weather Service, cites differences in climate, observed
temperatures, building codes, materials, age, efficiency of building envelope
and its thermal properties, and appliance types and fuels as reasons why
different set point temperatures might be appropriate across different
geographic regions.' Many of these factors vary not only across geographic

regions but also over time. It is therefore reasonable to suggest that the

9
10
11

NW Natural/3300, Wyman/11.
Staff/1700, Wheeler/8.
NW Natural/3300, Wyman/8-9.
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Company periodically reconsider and submit to the Commission evidence
supporting its chosen set point temperatures.

Why did Staff propose separating the UPC forecast for single- and
multi-family residential customers in its Opening Testimony?

Staff noted there may be significant heterogeneity in single- and multi-family
customers that could range from physical characteristics of the residential
dwelling to correlations with economic variables that are also associated with
use. Due to this, estimating separate UPC forecasts could improve the
predictive efficiency of the Company’s load forecast. Additionally, Staff pointed
out that if separating the forecasts revealed substantially different usage
between the two types of residential customers, there could be rate spread and
rate design implications.?

How did NW Natural respond to Staff's proposal in Reply Testimony?
The Company stated that it “is amenable to creating separate UPC Forecasts
for single- and multi-family residential customers.”'® However, the Company
opined that it is important “to avoid prematurely forming conclusions and
enacting rate design changes prior to fully understanding what results a
bifurcated RS 2 Residential Schedule would yield.”'* The Company notes that
“‘under its current LRIC study and rate design methodology, these forecasts

would have no impact on proposed rates.”!®

Staff/1700, Wheeler/9-10.

NW Natural/3300, Wyman/13.
NW Natural/3300, Wyman/18.
NW Natural/3300, Wyman/13.
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Q. How does Staff respond to the Company’s position in Reply

Testimony?

Staff appreciates that NW Natural in amenable to separating the UPC forecasts
for single- and multi-family customers. As for the rate spread and rate design
impacts of such a change, the analysis is complicated by the fact that the
Company currently charges the same volumetric rate to both single- and multi-
family residential customers, while charging multi-family customers a basic
charge $2 lower than single-family customers. If separating the UPC forecasts
reveals substantial differences in UPC across these two types of customers,
this would suggest that these two customer types should be paying a different
volumetric rate as well as a different basic charge. Staff maintains that if multi-
family customers have a lower UPC than currently estimated, this should mean
reduced allocation of costs to multi-family customers. However, the effect of its
multi-family customers’ usage on their rate cannot be known without first
separating the forecast and parameterizing the costs that they cause.

Staff believes that there is good reason to expect substantial differences
in usage and cost across single-and multi-family customers. As such, Staff
modifies its recommendation to not only create a separate UPC forecast for
single- and multi-family residential customers, but also separate out the cost
parameterization for these customer types and consider the creation of a

separate schedule for single- and multi-family customers.
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. How did NW Natural respond to Staff's recommendation that it include

an analysis of how elimination of the LEA policy impacts customer
growth forecasts?

The Company testified it considers the Commission’s order regarding the LEA
in its customer forecast and questioned the value of an additional analysis
given that the LEA will be fully phased out by November 1, 2027."® The
Company currently accounts for the step down each year in the LEA by
adjusting its conversion forecast, multi-family meter sets, and single-family new
construction downwards each year that the LEA steps down.'” In response to
Staff discovery, NW Natural offered to hold a workshop with Staff and other
interested parties about their subject matter expert analysis and how it

incorporates the phase-out of the LEA."8

. What is Staff’'s position regarding the impact of the LEA phase-out on

customer growth forecasts.

Staff appreciates NW Natural’s offer to hold a workshop to go over this issue in
more detail and intends to reach out to the Company to schedule it. Given that
the workshop will allow Staff and other interested parties to more thoroughly
understand how the Company is modeling the LEA phase-out, Staff does not
see a reason to continue to recommend the Company provide an explicit
analysis of this in its next general rate case. If the workshop reveals concerns

with Company modeling on the LEA phase-out, Staff is hopeful that

6 NW Natural/3300, Wyman/19.
7 Staff/1901, Wheeler/1-2, NW Natural's Response to Staff DR No. 582.
8 Staff/1901, Wheeler/3, NW Natural's Response to Staff DR No. 583.
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stakeholders can collaboratively work to improve the Company’s

implementation of the LEA phasedown into its load forecast or can raise the

issue in the next general rate case.

Q. Please summarize Staff’'s updated recommendations regarding Staff’s
proposed modeling changes.

A. Staff's updated recommendation for each of its three proposed modeling
changes is as follows:

1. Staff maintains its recommendation that NW Natural submit evidence to
support the continued use of its current set point temperatures in future
rate cases.

2. Staff modifies its recommendation on UPC forecasts to not only create a
separate UPC forecast for single- and multi-family residential customers,
but also separate out the cost parameterization for these customer types
and consider the creation of a separate schedule for single- and multi-
family customers.

3.  Staff does not continue to recommend the Company provide an explicit
analysis of effect of the LEA phase out on its customer forecast in its next
general rate case given the workshop that will be held with Staff and

intervenors.
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ISSUE 2. RATE SPREAD

Q. Please describe the rate spread NW Natural proposed in its Opening

Testimony.

NW Natural approaches rate spread by first considering the results of its
Long Run Incremental Cost (LRIC) study, which “provides the incremental
capital investment and O&M costs, by functional category, and gives
insights into cost causation across customer classes.”’® One of the major
results of the LRIC study is parity ratios, which provide information on
whether a rate schedule is paying more or less than the costs it causes,
relative to other schedules.

NW Natural uses those parity ratios in a three-step process to spread
its filed incremental revenue requirement across each rate schedule. First,
the Company applies caps to the schedules for which it proposes a higher-
than-average increase in margin revenue, in this case, RS 2 Residential, RS
3 Commercial, and RS 27 Dry-Out. Second, NW Natural applies a floor on
the margin revenue increase to schedules with particularly high parity ratios.
Finally, after applying the caps and the floor, the Company spreads the
remaining revenue requirement among the remaining schedules on an equal

percent of margin basis.?°

Q. What rate spread did Staff propose in Opening Testimony?

NW Natural/1600, Wyman/85.
This process is explained in greater detail in NW Natural/1600, Wyman/85-90 and presented in
a workpaper in NW Natural/1602, Wyman/1.



10

11

12

13

14

15

Docket No: UG 520 Staff/1900

Wheeler/14

Staff noted that NW Natural’s rate spread did not move each rate schedule
closer to parity, instead moving RS 3 Commercial away from parity by
assigning that schedule a higher-than-average increase despite it already
having a parity ratio above unity, indicating that it was already overpaying
relative to other schedules. Based on this, Staff proposed an alternative rate
spread that assigned a lower-than-average increase to RS 3, resulting in
movement towards parity for all rate schedules. Staff's rate spread also takes
into account Staff's proposed changes to the LRIC study, resulting in lower
parity ratios at present rates for interruptible schedules.?! Staff proposed a rate
spread that is responsive to the LRIC study and gradually moved all rate
schedules towards unity by roughly similar proportions while ensuring that
customer classes with similar parity ratios received similar proportional
increases in margin revenue. This can be seen in Table 1 below, which
presents Staff's Opening Testimony rate spread at NW Natural’s originally filed

revenue requirement.??

21
22

Staff/1700, Wheeler/18.
Staff/1700, Wheeler/18-19.
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Table 1. Staff’s Opening Testimony Rate Spread
Rate Parity Ratio at Increase in Margin Movement
Schedule Present Rates Revenue (%) towards Unity?®

2R 0.97 9.8% 10%
3C 1.02 9.2% 11%
3l 1.16 8.0% 9%
27R 0.77 12.3% 9%
31CSF 1.36 7.1% 8%
31CTF 1.43 7.1% 7%
31ISF 1.39 7.1% 8%
31ITF 1.16 8.0% 9%
32CSF 1.31 7.1% 9%
32ISF 1.32 7.1% 9%
32CTF 1.67 6.1% 7%
32ITF 1.31 7.1% 9%
32CSl 0.83 11.3% 8%
3218l 0.85 11.3% 10%
32CTI 1.67 6.1% 7%
32ITI 0.86 11.3% 11%
Average 9.4% 9%

Q. Did any other parties file testimony related to rate spread?
Yes. AWEC discussed rate spread in its Opening Testimony and provided an
alternative rate spread proposal. While the Coalition did not explicitly reference
rate spread in its Opening testimony, its proposed elimination of RS 27
Residential Dry Out?* would have rate spread implications.

Q. Does Staff have a position on the Coalition’s recommendation for the
elimination of RS 27?

A. Yes. Staff agrees with the Coalition that RS 27 should be eliminated.
However, Staff agrees with NW Natural’'s recommendation, conditional on

RS 27 being eliminated, to “allow the Company until the rate effective date of

23 In reference to Staff's proposed LRIC at NW Natural’'s proposed revenue requirement.
2 Coalition Intervenors/100, Apter-Prihoda/55.
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A.

Wheeler/16

its next general rate case proceeding to implement such a change.”25 Staff’s
position on the elimination of RS 27 is discussed in more detail in Exhibit
Staff/2200. Given that Staff agrees with the Coalition about the elimination of
RS 27, albeit by the next rate case, Staff modifies its rate spread proposal to
spread relatively more of the incremental revenue requirement to RS 27 and
use that change to offset the revenue requirement spread to RS 2.

Specifically, Staff modifies its earlier rate spread proposal to shift $70,000
of incremental revenue requirement from RS 2 to RS 27. This would result in
closing approximately half of the gap between the volumetric rates of the two
schedules. While RS 27 customers will still be paying lower rates than RS 2
customers, this rate spread adjustment serves as a transitionary measure to
better align the two schedules prior to RS 27 customers being migrated to RS
2.

Please summarize AWEC’s position on rate spread in Opening
Testimony.

AWEC disagreed with NW Natural’s recommended rate spread, claiming that
“‘most of the customer classes’ parity ratios are worse under NW Natural’s rate
spread,” and that the rate spread “disregards the major subsidy being provided
to residential customers from nearly every other rate class.”?®* AWEC proposes
a Customer Impact Offset (ClO) that creates a cap at 125 percent of the

average margin rate increase and a floor at 0 percent, such that no customer

25
26

NW Natural/3300, Wyman/83.
AWEC/100, Mullins/67.
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Q.

Wheeler/17

receives a rate reduction.?” The effect of this proposed CIO change based on
the originally filed incremental revenue requirement, is increases in four
schedules (RS 2 Residential, RS 3 Small Commercial, RS 27 Residential Dry-
Out, and RS 32 Industrial Sales Interruptible) and no change for the rest of the
rate schedules.?®
What is Staff’'s position on AWEC's rate spread testimony?
Staff disagrees that NW Natural’s rate spread makes most customer classes’
parity ratios worse. Staff found that NW Natural’s proposal only made the
parity ratio worse for RS 3. This disagreement stems from AWEC's testimony
referring to the margin-to-cost ratio as the parity ratio.?® The margin-to-cost
ratio compares margin revenue to allocated costs. The parity ratio compares
the margin-to-cost ratio for a particular schedule to the margin-to-cost ratio
across all schedules. Due to the nature of a rate case in which the Company is
requesting an increase in revenue requirement to cover its costs, the total
margin to cost ratio across classes is less than one. The parity ratio is useful in
analyzing to what extent a particular schedule is recovering its costs relative to
other schedules.

Staff also disagrees with AWEC'’s rate spread proposal. Applying the
entire incremental revenue requirement to just four rate schedules is
inconsistent with the principle of gradual movement toward full cost of service.

Under AWEC'’s proposal, there is a greater risk of rate shock for the few

27
28
29

AWEC/100, Mullins/68.
AWEC/100, Mullins/70.
NW Natural also notes this distinction in NW Natural/3300, Wyman/90.
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Wheeler/18

schedules bearing the entire burden of the rate increase. Staff's and AWEC's
proposals are also substantially different because of the disagreement over
interruptible customer costs discussed in Exhibit Staff/2200.

Did NW Natural respond to Staff’s and AWEC’s rate spread proposals
in its Reply Testimony?

Yes. NW Natural disagrees with Staff's adjustments to rate spread stemming
from the change to the treatment of interruptible customers in the LRIC study°
and defended its higher-than-average increase to RS 3 on the grounds the
parity ratio in each of the LRIC studies filed in the last four Oregon general rate
cases indicated the schedule paid less than its cost of service.3" NW Natural
also disagrees with AWEC's proposal, claiming that NW Natural’s proposal
better achieves “what the Commission would describe as being ‘consistent with
the principle of gradual movement toward full cost of service and avoidance of
rate shock and perceived unfairness.”3?

NW Natural then compares its rate spread proposal to both Staff’'s and
AWEC'’s and describes the Company’s proposal as “the middle ground
between all parties that submitted a proposal with regard to impacts to RS 2
Residential.”3® As such, NW Natural does not propose an update to its rate
spread methodology and maintains its position from Opening Testimony.

What is Staff’s response to NW Natural’s position in Reply Testimony?

30
31
32
33

NW Natural/3300, Wyman/89.
NW Natural/3300, Wyman/88.
NW Natural/3300, Wyman/92.
NW Natural/3300, Wyman/95.
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A. Staff disagrees that being the middle ground indicates NW Natural’s proposal

is the most reasonable, particularly when AWEC's proposal allocates the entire
revenue requirement to just a handful of schedules. As NW Natural points out,
“Staff's [proposal] is similar to the Company’s for many rate schedules,”3* with
key exceptions being the treatment of interruptible schedules and RS 3. Staff
is confident in the adjustment to the LRIC study discussed in Exhibit
Staff/2200, and that adjustment indicates interruptible customers should
receive a larger increase than they do under the Company’s proposal. Staff is
also confident in its treatment of RS 3, which aligns with the Company’s goal to
move parity ratios toward unity—Staff merely applies that standard to the
currently estimated parity ratios, not relying on past parity ratios that no longer
appear to accurately capture cost recovery for RS 3.

The Company points out that the UG 490 rate spread resulted in an
increase 1.3 times the average increase for RS 3.3% The fact that RS 3 has a
parity ratio of 1.02 at present rates is evidence that the rate spread in UG 490
helped push that schedule towards full cost recovery, but is not justification to
continue assigning them higher-than-average increases. If anything, the large
rate increase in UG 490 that resulted in RS 3 now paying more than its cost of
service relative to other schedules is an example of why gradual movements
toward unity are important. Staff’s rate spread proposal does exactly that, for

every rate schedule.

34
35

NW Natural/3300, Wyman/95.
NW Natural/3300, Wyman/88.
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Is Staff proposing an update to the rate spread it proposed in Opening
Testimony?
Yes, but only to account for the planned elimination of RS 27, as discussed
above. Staff's position on the parity ratios of the interruptible customer
schedules and the importance of moving all schedules’ parity ratios gradually
toward unity is unchanged. Staff modifies its rate spread proposal from
Opening Testimony by shifting $70,000 of incremental revenue requirement
from RS 2 to RS 27. While this results in a notably higher proportional
increase in margin revenue for RS 27 as compared to other rate schedules, it
aligns with the principle of gradualism by closing roughly half of the gap
between RS 27 volumetric rates and the RS 2 rates those customers will be
migrated to by the next rate case. Even with this adjusted rate spread, RS 27
still has a parity ratio that is among the lowest across all schedules, meaning
that those customers are still under-paying relative to their cost of service.
This rate spread proposal eases the transition necessitated by the
elimination of RS 27. If RS 27 was eliminated effective in this rate case, as the
Coalition recommends,3® these customers would experience a substantially
higher rate increase. Similarly, if RS 27 was eliminated effective at the next
rate case and without this rate spread adjustment, as the Company

conditionally recommends,?’ this substantially larger increase would merely be

36
37

Coalition Intervenors/100, Apter-Prihoda/55.

NW Natural/3300, Wyman/83. To be clear, NW Natural is opposed to the elimination of RS 27,
but, conditional on RS 27 being eliminated, recommends delaying the elimination until the next
general rate case.
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delayed. Staff’s proposal helps distribute the rate increase across the current
and next general rate case. Staff's updated rate spread proposal, at the
incremental revenue requirement that was agreed to in principle at the June 17
settlement conference, is presented in Table 2, below:

Table 2. Staff’s Rebuttal Testimony Rate Spread

Rate Margin Revenue Margin Revenue Total Revenue
Schedule Increase Increase Increase

(%) (%) (%)
2R 14,563,625 3.5% 2.3%
3C 5,015,659 3.3% 2.0%
3l 76,559 2.9% 1.4%
27R 104,725 13.3% 8.3%
31CSF 274,014 2.5% 1.2%
31CTF 28,729 2.5% 2.5%
31ISF 87,483 2.5% 1.0%
31ITF 2,800 2.9% 2.9%
32CSF 387,056 2.5% 0.9%
32ISF 106,544 2.5% 0.7%
32CTF 23,674 2.2% 2.2%
32ITF 183,294 2.5% 2.5%
32CSI 109,770 4.1% 0.9%
321SI 114,415 4.1% 0.8%
32CTI 12,151 2.2% 2.2%
32ITI 224,135 4.1% 4.1%
Average 3.4% 2.1%

Q. Does this conclude your testimony?

A. Yes.



CASE: UG 520
WITNESS: WILL WHEELER

PUBLIC UTILITY COMMISSION
OF
OREGON

STAFF EXHIBIT 1901

NW Natural’s Responses to Staff’s Data
Requests

June 24, 2025



Docket No: UG 520 Staff/1901

Wheeler/1

‘a} NW Natural’

Rates & Regulatory Affairs
UG 520
NW Natural Request for a General Rate Revision
Data Request Response

Request No.: UG 520 OPUC DR 582

Please refer to NW Natural/3300 Wyman/Page 19 where the Company states, “the
Company does take this policy into consideration when developing its customer forecast
among other drivers such as historical regional business and employment growth
trends, housing starts forecasts, housing permitting activity, as well as other economic
factors.”

a.

Please clarify whether “this policy” refers to the Line Extension Allowance (LEA)
generally or specifically the phase out of the LEA that was described in Orders 22-
388 and 24-359.

Please describe in more technical detail how the Company takes the phase out of
the LEA into consideration when developing its customer forecast.

Please provide any workpapers associated with that analysis described in answer to
part b, above, and direct Staff to where in those workpapers the phase out of the
LEA is incorporated.

Response:

a.

The “policy” in the quoted text is the same policy referred to in Staff’s
recommendation that the Company “include an analysis of how the elimination of the
LEA policy impacts its customer growth forecasts in its next general rate case.”' The
Company interprets Staff's recommendation as referring to the LEA phase out.

The Company performs a meter set forecast typically three times per year. The
near-term forecast (1-5 years) is a subject matter expert (“SME”) driven forecast
utilizing known information at the time, including housing starts, permit activity,
housing inventory, new customer pipeline, etc. Included in list of considerations is
the knowledge of the LEA step down and eventual phase out. Specifically, the
Company has adjusted for the LEA step down for each residential customer type as
follows:

i.  Conversion forecast adjusted by stepping down to approximately half of the
2023 actuals by 2026.

1 Staff/1700, Wheeler/11.
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ii.  Multi-Family 2-4 plex meter sets adjusted lower each year the LEA steps down.

iii.  Single-Family New Construction adjusted lower each year the LEA steps down.

For this proceeding, the Company has forecasted total gross meter set additions
(includes residential and commercial meters) in Oregon at 6,082 for 2025 and 4,904
for 2026. For total gross residential meters in Oregon, the forecast is 5,315 for 2025
and 4,064 for 2026. This forecast includes the factors listed in the quoted text in this
data request, including the LEA step down at November 1 of each year.

c. Refer to the submitted workpaper, UG 520 - Exh. 1503 - WP1 - Margin Model.xIsx,
“Customers” tab. The total forecasted gross meters can be determined by summing
the “New Business” rows for each customer type.?

2 The total gross residential meters forecasted for 2025 can be determined using the following Excel
formula in the “Customers” tab: =SUM(S7:AD7)+SUM(S12:AD12)+SUM(S17:AD17)+SUM(S22:AD22).
For 2026, the formula is: =SUM(AF7:AQ7)+SUM(AF12:AQ12)+SUM(AF17:AQ17)+SUM(AF22:AQ22).
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‘a} NW Natural’

Rates & Regulatory Affairs
UG 520
NW Natural Request for a General Rate Revision
Data Request Response

Request No.: UG 520 OPUC DR 583

NW Natural/1503 WP1 (in column E of the tab “Input — Cust & Use”) cites the source for
customer inputs as “J. Zaubi/ T. Davilla.” Please provide that source, along with any
associated workpapers or written reports.

a. Please clarify whether the phase-out of the LEA is incorporated into that analysis
and, if so, describe how it is incorporated.

Response:

Yes, the LEA phase out is incorporated into the referenced analysis. Refer to the
Company’s response to UG 520 OPUC DR 582. Given the large size and complex
nature of the source, the Company is offering to workshop the source with Staff and
other interested parties. Please contact the Company to schedule the workshop.
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Q. Areyou the same Kate Ayres and Charles Lockwood who published
Exhibit Staff/300 and whose Witness Qualifications Statements are

found in Exhibit Staff/301 and /302.

A. Yes.

Q. Areyou the same Michelle Scala who published Exhibit Staff/100 and

whose Witness Qualifications Statement is found in Exhibit Staff/101.

A. Yes.

Q. What is the purpose of this Rebuttal Testimony?
This testimony responds to Intervenors’ Opening Testimony and Northwest
Natural’'s (NW Natural or Company) Reply Testimony regarding the topics
listed below.

Q. How is this Rebuttal Testimony organized?

This testimony is organized as follows:

I TCT 0V L1 1= S 2
2. Energy Affordability Programs.............uueiiiiiiiiiiiiie e 8
3. Energy Efficiency and Weatherization.............cooooeooiiiiiieeiieice 12
4. Hydrogen BIending R&D ........ccooviiiiiiiiiii e e e e e 16

Q. Did you prepare exhibits in addition to this Rebuttal Testimony?

No.
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1. ENERGY JUSTICE

Q. Please provide a summary of Staff's Opening Testimony regarding NW

Natural’s approach to energy justice in this proceeding.

Staff testified that while the Company dedicates Opening Testimony to an
overview of energy equity and affordability efforts, Staff was unable to find
evidence that NW Natural had performed any energy justice related analysis
specific to proposals made in this proceeding. Instead, the Opening Testimony
of NW Natural witness Tanaka? is focused on providing information on
customer assistance program operations, performance metrics, and other
equity adjacent status updates. Staff supports the inclusion of this material but
explains that the filing lacks clarity and specificity as to how the Company
applied equity and affordability considerations to inform or influence the

UG 520 request (or other regulated operations).?

Please provide the Company’s response to this discussion.

A. NW Natural disagreed with Staff’s assessment that the Company does not

apply analysis related to energy justice in this proceeding. In Reply
Testimony, NW Natural argues that the Company did address energy justice
in its initial filing and cites the following examples as evidence:?

o Energy Burden Assessment-informed outreach;

. Post-enrollment verification; and

o Arrearage Management Program.

1

3

NW Natural/200, Tanaka/1-22.
Staff/300, Ayres/Lockwood.
NW Natural/1800, Tanaka/4.
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The Company testified that it is unclear what analysis Staff expected and
that further clarification from Staff would better position the Company to meet
Staff expectations.* The Company states that while the Commission has
increasingly brought energy justice issues into focus in rate proceedings, the
Commission has not adopted any standards or methodologies related to
energy justice analysis.®
Has Staff’s position changed following NW Natural’'s Reply?

No. Staff maintains that energy justice analyses specifically informing NW
Natural's UG 520 application was not evidenced in NW Natural's Opening
Testimony. As described in Staff Opening Testimony energy justice in utility
ratemaking should advance the equitable distribution of energy system cost
and benefits across all customer segments.® An energy justice informed
review applies the concepts of equity, affordability, accessibility, and
participation holistically to the utility’s general rate case (GRC) filing and
existing operations. Standalone discussions describing the Company’s
commitments and providing updates on programs that function to advance
energy justice, while valuable, did not establish a sufficient nexus or record
connecting energy equity to the other proposals in NW Natural’s initial filing.
Staff has argued that utilities proactively analyze how proposals and cost

drivers within and across a GRC may impact different customer segments.”’

Q.

4 NW Natural/1800, Tanaka/Page 5.
5 |d.

6 Staff/300, Ayres-Lockwood/2.

.

Docket No. UG 490, Staff/300, Scala/s.
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Changes in utility operations and rates can create or exacerbate
disproportional benefits and burdens to customers (e.g., energy burden,
reliability, access, etc.) and it is Staff's position that these disparate impacts
should be evaluated, first as part of a utility’s decision-making process and
subsequently, as information supporting regulatory review and community
input.

What is Staff's response to the Company’s statement that the
Commission has not outlined specific standards or methodologies
related to performing energy justice analysis in GRC filings?2

Staff acknowledges that specific direction on the inclusion and format of energy
justice analysis for GRCs has not been formally established. That said, the
need for customer segmented impact and distributional equity analyses has
been consistently referenced as needed to properly inform Staff’'s analysis of
energy justice in general rate case proceedings, distribution system planning,
integrated resource plans, and policy implementation dockets (to name a few)
for the last several years. For example, in NW Natural's 2022 GRC, UG 435,
Staff cited reference tools® for effectively applying equity to issues analysis, all
of which call for measurement of disparate impacts to improve decision
making. Further, Staff points the Company to the Commission’s ongoing
support for implementation of 2021’s Energy Affordability Act, which states (in

part) that in consideration of comprehensive classifications of service, tariff

8
9

NW Natural/1800, Tanaka/5.
See NWN UG 435, Staff/1300, Scala/4-5.
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schedules, rates and bill credits, the Commission may take into account the
guantity used, the time when used, the purpose for which used, the existence
of price competition or a service alternative, the services being provided, the
conditions of service, differential energy burdens on low-income customers and
other economic, social equity or environmental justice factors.'® Here, both the
original and expanded authority provided to the Commission in the Oregon
Revised Statute (ORS) 757.230 support the use of customer segmented
analysis for utility regulation, with the latter adding express reference to social
equity and environmental justice. So, while Staff does not disagree with the
Company’s reference to a lack of specific guidance on methodology for EJ
analysis in GRCs, Staff finds ample history and direction signaling that
information on distributional costs and benefits across and within customer
segments should be provided for Commission consideration in decision
making.

Lastly, Staff would note that NW Natural does not indicate what degree of
added specificity or prescription the Company is seeking to direct equity driven
analysis in GRCs and that many issues and topics before the Commission in
such proceedings are accompanied by analyses and methodologies that vary
from party to party. Thus, while Staff finds it reasonable to call for some
additional Commission-backed guidance on EJ analysis in GRCs (for example,

Staff is developing EJ Standard Data Requests for inclusion in future GRCs

Oregon Legislative Assembly, 2021 Regular Session, House Bill 2475,
https://olis.oregonleqislature.qgov/liz/2021R1/Downloads/MeasureDocument/HB2475/Enrolled.
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through Phase 3 of Docket No. UM 2211), Staff also recommends refraining
from constructing an entirely prescriptive exercise when it comes to integrating
equity metrics for decision making.

Were there other aspects of Staff’'s testimony regarding NW Natural’s
application or discussion of energy justice that the Company took
issue with?

Yes. Inreply to Staff's testimony recommending NW Natural bring UG 520
proposals and impacts to its Community and Equity Advisory Group (CEAG)
for feedback, the Company testified that Staff's recommendation was
impracticable and contradicted the guidelines of the CEAG charter. NW
Natural testified that Staff ignored information provided to Staff around the
CEAG process and that the timing of CEAG meetings and testimony deadlines
in the UG 520 proceeding make Staff's recommendation impossible. The
Company adds that Staff dismisses the Company’s position and disregards
core tenants of the CEAG.1! NW Natural states that despite its concerns, the
Company can plan to raise the topic of the rate case at its upcoming June
meeting.*?

Does Staff have concerns with the Company’s characterization of
Staff’s recommendation as dismissing the CEAG core tenants.

Yes. Staff finds this characterization inaccurate. Inviting CEAG members to

review and provide input on the GRC aligns with the group’s charter, which

11
12

NW Natural/1800, Tanaka/9.
Id.
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emphasizes elevating underrepresented voices and applying an equity lens to
energy and operational planning.® Staff considers CEAG engagement in the
GRC process to be not only appropriate, but essential to their functional impact
and mission.

Staff also questions the Company’s assertion that timing precluded
meaningful CEAG involvement. Given the long lead time typical of rate case
preparation, NW Natural likely had sufficient notice to include the GRC in
CEAG agendas. If the CEAG was unaware, this suggests a breakdown in
internal coordination around prioritizing salient and timely issues as part of
effective equity integration. Further, Staff rejects the notion that such
engagement would be merely performative. Early CEAG input could have
informed the Company’s Reply Testimony or settlement approach, particularly
on customer impacts and program design. CEAG members could also have
been invited to the March 25, 2025 Energy Justice Workshop to participate in
broader dialogue.

Staff maintains its position that the Company should use the upcoming
CEAG meeting to solicit relevant community feedback on the UG 520
proposals (including associated costs and benefits) and subsequently
summarize community input in future rounds of testimony. Additionally, Staff
recommends creating a standing engagement forum to improve transparency

and collaboration on equity-focused utility planning.

NW Natural’'s Community and Equity Advisory Group (CEAG) Charter/Operating Guidelines.



https://www.nwnatural.com/-/media/nwnatural/pdfs/ceag-charter_operatingguidelines_final2022.pdf?rev=56bf652aeb3442b5ba858f706e6cdc56&hash=2072847EB7C811A896DAE3BEFBE73514
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2. ENERGY AFFORDABILITY PROGRAMS

Q. Please summarize Staff’s Opening Testimony related to Energy

Affordability Programs.

Staff analyzed the Company’s current efforts in both of their energy affordability
programs, the Bill Discount Program (BDP) and Oregon Low-Income Gas
Assistance (OLGA). Staff did not provide any recommendations for adjusting
either program. Staff pointed to UM 2211 as the venue to continue evaluating
the increase BDP percentages following the Company’s prior rate case and to
evaluate the recently established arrearage management program (AMP).
Please describe CUB’s Opening testimony regarding Energy
Affordability Programs.

The Oregon Citizens’ Utility Board (CUB) raised concerns around the current
federal administration and Congress potentially reducing or eliminating the
federal Low-Income Home Energy Assistance Program (LIHEAP) funding and
the risk that remaining assistance programs would be sufficient to meet the
emergency heating needs of low-income NWN households.'* CUB flags that
the timing of the rate case presents a concern with this uncertainty because the
extent of the problem is unknown at this time, and may not be known when
rebuttal testimony is written but is likely to be known when the Commission

makes a decision in October.1®

14
15

Id.
Id.
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Q. Please describe the Coalition’s Opening Testimony regarding Energy

Affordability Programs.
The Coalition recommends that NW Natural consult with parties in this rate
case as well as Staff, Oregon Housing and Community Services (OHCS),
Community Action Partnership of Oregon (CAPO), and Community Action
Partnership (CAP) agencies to better administer and coordinate funding with
other energy assistance programs.'® The Coalition flags the concern that
without better coordination, customers who qualify for OLGA may be directed
to LIHEAP funds for their gas bills first and then be unable to access LIHEAP
funds for their electricity needs.’
Please provide a summary of NWN'’s response to parties’ testimony
related to Energy Affordability Programs.
In response to CUB’s testimony, the Company states it is monitoring the
changes occurring at the federal level that may impact LIHEAP funding or any
change in administration of the program. NW Natural states that as more is
learned, the Company will work with all stakeholders to seek and deploy
solutions that help address the needs of energy-burdened customers.'® The
Company states that if the need arises to increase OLGA funding for 2026, it
could be accomplished outside of the UG 520 proceeding.

NW Natural’s reply to the Coalition’s testimony on coordinated assistance

is that the concerns are unfounded as the Company is working with all

16
17
18

Coalition/100, Apter-Prihoda/37.
Id.
NW Natural/1800, Tanaka/27.
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agencies that are interested in and capable of supporting the OLGA program in
its service territory.'® The Company describes regular engagement with its
OLGA Advisory council as a “reliable forum” for coordination on funding,
program operations, and potential partnerships and notes that “NW Natural
welcomes collaboration with any agency interested in offering the OLGA
energy assistance program to their clients.”?°

How does Staff respond to the concerns raised by other parties Opening
Testimony?

Staff monitors the status of LIHEAP funding and operations and maintains
regular contact with OHCS, CAPO, and CAP agencies to ensure timely
updates and coordination opportunities. Should LIHEAP funding remain
uncertain or jeopardized Staff plans to engage UM 2211 parties on the need for
additional customer analysis and/or potential actions. Engagement on this
evolving issue in the UM 2211 docket provides a lower barrier, more inclusive,
and affordability dedicated process for Staff and interested parties to discuss
and collaborate on potential solutions than Staff finds in the current UG 520
GRC.

Does Staff recommend any changes to NW natural’s energy assistance
programming in this proceeding?

No. Staff remains engaged with NW Natural, state agency partners and other

interested groups on the company’s BDP, OLGA, GAP, and recent AMP in

19
20

NWN/1800, Tanaka/24.
NWN/1800, Tanaka/25.
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Docket No. UM 2211 and reporting docket, RG 12 and as of this testimony, has
not identified the need for action on the company’s energy assistance
programming within this proceeding. In the event forthcoming circumstances
or information substantially impact Staff’'s assessment of these programs,

Staff's position may change.
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3. ENERGY EFFICIENCY AND WEATHERIZATION

Q. Please summarize Staff’s Opening Testimony regarding the OILEE

Program.

In Opening Testimony, Staff highlighted keys updates to the Oregon Low
Income Energy Efficiency (OLIEE) program that were beneficial to the
success of the program, including increased funding for health, safety, and
repair measures.?! Staff also acknowledged recent success in the OILEE
program via increased program completions and utilization of EBA data to
identify households with a high potential for energy efficiency or
weatherization measures.??

Please provide a summary of the Coalition’s Opening Testimony
regarding the OILEE Program.

In Opening Testimony, the Coalition argued that OILEE program funds
should be utilized to replace red-tagged furnaces with heat pumps, allowing
low-income customers to electrify their homes, stating low-income
customers face a disproportionately higher energy burden and therefore, are
unable to electrify as easily as higher-income customers.?® The Coalition
also testified that the OILEE CAP Agencies would not be significantly

harmed or burdened if the Commission allowed the funds to be utilized as

21
22
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Staff/300, Ayres-Lockwood/24-25.
Staff/300, Ayres-Lockwood/25-27.
Coalition/100, Apter-Prihoda/35-36.
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such, noting CAP Agencies have not identified a large group of homes
seeking electrification.?*

Please summarize the Company’s Reply Testimony response to these
proposals.

In Reply Testimony, NW Natural states the Company is intentionally not
raising any substantive policy issues in this proceeding and does not agree
with the Coalition’s proposals of electrification.?® The Company argues the
Commission cannot ignore its role as an economic regulator by requiring the
Company to remove customers from its system. Additionally, NW Natural
testifies that natural gas remains an affordable energy choice and is crucial
to maintaining resource adequacy in Oregon.?® Lastly, NW Natural argues
the Coalition’s proposals would not help Oregon meet the state’s climate
and emissions reductions goals.?’

How does Staff respond to the discussion of electrification between
parties?

While Staff does not recommend the Commission direct NW Natural to allow
the use of OLIEE funding for electric heat pumps as an outcome in this
proceeding, Staff finds the concerns elevated by the Coalition in support of
their position important. Staff agrees that equitable access to fuel-choice,

energy efficiency, and safe, reliable service are fundamental to a just energy

24
25
26
27

Coalition/100, Apter-Prihoda/29.

NW Natural/1700, Rush-Kravitz/20.
NW Natural/1700, Rush-Kravitz/30-48.
NW Natural/1700, Rush-Kravitz/43
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transition and encourages continued exploration of potential catalysts to
these ends. Staff has multiple forums, external partnerships, and regulatory
commitments to collaborate on equitable and durable decarbonization
pathways, including but not limited to utility integrated resource plans
(IRPs), resource adequacy and capacity planning, energy efficiency
program design, and energy burden mitigation. Staff finds these spaces, as
opposed to the current GRC, more useful for developing collaborative,
consistent, and data informed solutions—particularly given the evolving
electrification landscape.

Has Staff identified other issues with the Coalition’s proposals?

Yes. Through discussions with state agency partners, CAP Agency
representatives, and the Oregon Training Institute, Staff heard several key
and consistent concerns regarding the timing and feasibility of the
Coalition’s OLIEE proposal. These concerns included issues around
overlapping state and federal funding for electrification, potential for bills to
increase with the usage of heat pumps, administrative hurdles that currently
exist in how CAP Agencies operate, technical and resource capacity
aspects of electrifying certain homes in the state, and public expectations.
Staff is particularly concerned with the feedback from some CAP agencies
that for some customers, heat pumps create increases in electricity bills that
are higher than the customer’s current bills for natural gas. For many
homes, natural gas heating is cheaper given that natural gas is often a

cheaper commodity per therm. Therefore, for low-income customers,
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barring any assistance from bill discount programs, an increase in their
electric utility bill may actually be more burdensome.

Ultimately, Staff finds that while the Coalition endeavored to provide
substantial information in support of electric heat pump adoption for low-
income households, a number of implementation challenges and
uncertainties were not addressed or run inconsistent with the Coalition’s
testimony. Staff believes that more time and coordination is needed to
explore these outstanding issues as well as policy disagreements voiced by
NW Natural in its Reply Testimony prior to recommending the Commission
adopt such a proposal.

Does Staff have any recommendations on energy efficiency and
weatherization for this proceeding?

No. Staff is committed to engaging with utility and non-utility parties to
better understand the needs and challenges of proposals that advance
equitable electrification; however, for the reasons outlined in this testimony,
Staff does not recommend the Commission require NW Natural to utilize
OILEE program funds to replace re-tagged furnaces with heat pumps in this

proceeding.
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4. HYDROGEN BLENDING RESEARCH AND DEVELOPMENT

Q. Briefly explain the concept of hydrogen blending research and

development (R&D).
Hydrogen blending involves mixing a small percentage of hydrogen gas with
conventional methane-based natural gas with the end-use goal of delivering
the resulting mixture through existing distribution infrastructure. Technically,
R&D efforts focus on assessing the impact of hydrogen on pipeline
materials, leak rates, appliance performance, and combustion
characteristics. Because hydrogen molecules are smaller and more reactive
than methane, studies examine issues such as increased permeability,
potential for embrittlement in certain metals, and the need for appliance
testing to ensure safety and efficiency at various blend levels.
Please summarize the current UG 520 testimony related to hydrogen
blending research and development (R&D).
Staff did not address hydrogen blending R&D as an issue in UG 520
Opening Testimony. This issue was raised exclusively by the Coalition in its
Opening Testimony, to which NW Natural provided Reply Testimony in
response.

The Coalition expressed opposition to ratepayer-funded R&D for
hydrogen blending and characterized the benefits customers receive from
blended gas as unidentified and negligible in this proceeding. The Coalition

also criticizes the lack of transparency regarding NW Natural’s use of hydrogen
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in the retail system, both with regulators and the public.?® Ultimately, on this
issue, the Coalition recommends removing any Test Year spending related to
the creation of (turquoise) hydrogen using methane pyrolysis and the blending
and delivery of hydrogen to customers.?®

In reply, NW Natural defended its R&D efforts as consistent with
legislative and Commission direction to explore decarbonization pathways.
The Company emphasized that hydrogen blended gas is a widely recognized
potential strategy to reduce emissions from the gas system and that early-
stage R&D is essential to understanding its technical, safety, and economic
viability. NW Natural argued that pilot projects, such as the Modern Hydrogen
initiative, are prudent uses of ratepayer funds and necessary to inform future
regulatory and investment decisions. The Company argues that delaying or
disallowing cost recovery would impede Oregon’s ability to evaluate hydrogen’s
role in meeting climate goals. Regarding the Coalition’s recommendation for
annual R&D reports, the Company rejects this proposal as an unnecessary use
of R&D budget, overly burdensome and lacking value. The Company also
states that it is not seeking cost recovery in this rate case related to any
volume of Turquoise Hydrogen that NW Natural may deliver between 2025 and
2040.%0
Does Staff have any concerns about the Company’s implementation of

the hydrogen blending R&D project?

28
29
30

Coalition/100, Apter-Prihoda/80-81.
Coalition/100, Apter-Prihoda/85-56.
NW Natural’s response to Coalition DR 35.
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After reviewing the UG 520 record on this issue to date, Staff finds that
while it supports flexibility for utilities to pursue R&D, including emerging
decarbonization technologies like hydrogen blended gas, Staff finds the lack
of transparency in the Company’s implementation of the SE Portland
Modern Hydrogen Project (“the Project”)3! problematic—particularly given
the recent and well-documented public controversy surrounding hydrogen
blended gas in the retail system.3?
What is the “public controversy” around hydrogen blended gas Staff is
referring to?
The public controversy around hydrogen blending in Oregon began with NW
Natural's proposed project in Eugene, 3 which sought to inject hydrogen (at
higher volumes than in the presently at issue Modern Hydrogen Project) into
the local gas system. Community members and local officials raised
concerns about safety, transparency, and alignment with climate goals.
Critics questioned the utility’s outreach practices and argued that hydrogen
blending could entrench fossil fuel infrastructure while offering minimal
decarbonization benefits for residential use.

Subsequently, NW Natural continued to conduct hydrogen blending
R&D, advancing the Modern Hydrogen Project, that unlike the Eugene

project, did not solicit regulatory review to begin injecting hydrogen blends

31
32

33

NW Natural/2800, Kroeker/20-21.

See In the Matter of NORTHWEST NATURAL GAS COMPANY, dba NW NATURAL Application
for Approval of Eugene Hydrogen Project, Docket No. UM 2551.
https://apps.puc.state.or.us/edockets/DocketNoLayout.asp?DocketlD=23440.

Id.
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into the retail system. Following the post-implementation media releases
and news coverage alerting NW Natural customers to the Project, a number
of organizations collectively petitioned state and local officials to intervene in
the Project, citing a lack of public engagement and oversight, and again,
persistent concerns around health and safety, doubts regarding climate
impacts, and significant potential future costs.3*

These concerns have since broadened into a statewide debate about
the role of hydrogen in decarbonization, as evidenced by the leadup and
discourse around Senate Bill (SB) 685, prior to its passage.3®
Does Staff believe that it was fundamentally wrong for the Company to
pursue hydrogen blending as a part of R&D?

No. Staff clarifies that its intent is not to condemn hydrogen R&D or piloted
technologies broadly.

Did the Project pose significant safety or cost risks to NW Natural
customers as implemented?

Based on Staff's understanding of the Company’s testimony that the
produced hydrogen is injected with very low blending percentages

(<0.2 percent volume) and the absence of a cost recovery request in

UG 520 for the volumes of blended gas, it is unlikely.

34

35

Letter to Governor Kotek and Oregon Legislature, Take Immediate Action to Halt and
Investigate NW Natural’s Portland Hydrogen Blending Project,
https://www.documentcloud.org/documents/25023577-portland-hydrogen-blending-letter/
(August 1, 2024).

Oregon Legislative Assembly, 2025 Regular Session, Senate Bill 685,
https://olis.oregonlegislature.gov/liz/2025R1/Downloads/MeasureDocument/SB685.
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That said, there is a spectrum of opinion, breadth of literature, and
growing body of research on health, safety, and energy infrastructure
system implications of hydrogen in the natural gas system. Further, Staff
did not find that the Company included the scope of this Project in its IRP,
except by vague reference as a possible project, nor in the Company’s
annual Safety Project Plan filing. It seems reasonable that amid public
concerns with this technology, NW Natural could in good faith, proactively
address the safety aspects and any risks associated with the Project in a
Safety Project Plan. Further, the Company could have engaged with
Commission Safety Staff on information related to the design, anticipated
outcomes, and learnings from the pilot prior to and throughout
implementation. To this end, Staff's perspective on the likelihood of risk in
this specific instance does not materially change Staff’s position in support
of transparency, engagement, and the importance of both public and
regulatory input on a project of this nature.

Please elaborate on Staff’s concerns surrounding the Project.

It is Staff's understanding that the Project involved NW Natural injecting
hydrogen blended gas into the SE Portland distribution system prior to any
sort of public disclosure to affected customers. While Staff has not found
that this lack of noticing violates any existing law or compliance
requirement, from a policy perspective, Staff believes NW Natural’s choice
to not engage the public or regulator on the details and scope of the Project

was inappropriate and is insufficiently justified by the Company’s low blend
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percentage and cost recovery arguments due to its contact with the retail
system and known public controversy.

Staff noted that NW Natural’s Project is unlikely to have expressly
violated any law or regulatory requirements, does Staff find a need for
greater regulatory oversight in this and similar projects.

A. Yes, albeit while still encouraging prudent pursuit of innovations
addressing climate change. The retail touch point and known public
controversy in the Modern Hydrogen Project are relevant factors that Staff
would have liked to see the Company consider when pursuing R&D pilot
projects and making discretionary decisions on the level of regulatory and
customer input warranted prior to implementation. Looking ahead, Staff
recommends NW Natural work collaboratively with interested and impacted
parties to establish regulatory and public engagement expectations in future
projects and pilots of a similar nature.

Further, as previously noted, Oregon state government recently
considered and ultimately adopted greater levels of regulatory oversight
specifically with regard to noticing community and regulators prior to
conducting hydrogen blending.®® The legislation was a direct response to
the Project and reflects clear legislative intent that such projects require
advance disclosure. While the law was not in place at the time of the

Project, its passage supports public opinion that NW Natural’s approach fell

Oregon Legislative Assembly, 2025 Regular Session, Senate Bill 685,
https://olis.oregonlegislature.gov/liz/2025R1/Downloads/MeasureDocument/SB685.
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short of evolving policy expectations. As such, Staff sees value in aligning

the Commission’s regulatory review of applicable projects with this policy

trajectory.
Q. Please summarize Staff’s recommendations regarding this issue.
A. Staff recommends:

. Requiring NW Natural to proactively engage Staff and interested parties
by January 31, 2026 or prior to filing the Company’s next GRC (whichever
is sooner) to determine:

o] Implementation pathways for compliance with Senate Bill (SB) 685;
and
0  Appropriate practices to engage regulatory oversight and community
engagement on pilot projects impacting the retail natural gas
system.
Q. Does this conclude your testimony?

A. Yes.
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Q. Please state your name, occupation, and business address.
My name is Melissa Nottingham. | am the Consumer Services Manager
employed in the Consumer Services Section of the Public Utility Commission of
Oregon (OPUC). My business address is 201 High Street SE, Suite 100,
Salem, Oregon 97301.

Q. Have you previously provided testimony in this case?
Yes. Please see my Opening Testimony in Exhibit No. Staff/400. My Witness
Quialifications Statement is published in Exhibit No. Staff/401.

Q. What is the purpose of your testimony?
Consistent with the Commission’s Internal Operating Guidelines as addressed
in Order 20-065 in Docket No. UM 2055, public comments received by the
Commission are now made part of the Staff's Testimony in a General Rate
Case (GRC). The first round of public comments was included in Staff

Opening Testimony Exhibit/Nottingham 402.

Presenting comments at a Commission Informational Hearing or through
the Commission's website does not subject the commenting person to cross
examination. Any party, though, may respond to Staff's summary of the
public comments or the comments themselves in evidentiary testimony.

Q. Did you prepare any exhibits for this docket?
A. Yes. | prepared Exhibit Staff/2101, consisting of public comments received by

the Commission since Staff published Opening Testimony.
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SUMMARY OF COMMENTS

How are public comments obtained by Staff?

Comments may be submitted via an online form, an email, a letter, or a
telephone call. All comments are submitted and published to the docket’s
webpage and is available for review at any time. Please see: UG 520 NW

NATURAL REQUEST FOR A GENERAL RATE REVISION.

Please summarize the supplemental public comments received after
Opening Testimony in this rate case.

Since Staff filed Exhibit 400, an additional 152 comments were received by the
Commission. Of those comments, 20 were unique and 152 were emailed
templates sent through everyaction.com. The public comments submitted
regarding the proposed rate increase overwhelming oppose any further rate
hikes. The primary reasons cited include the cumulative impact of multiple
recent rate cases that have already strained household budgets and
disproportionately burdened vulnerable households while seemingly prioritizing
company profits over rate payer welfare.

The 152 consumers using the prepopulated template expressed
concern about increases in service disconnections for nonpayment and asked
the Commission to mirror the recent Portland General Electric rate case order.
The email states, “PGE's request to increase rates for 2025 also included an
ask for higher profits. To manage costs for PGE customers, the Commission

ordered the utility to lower its profits in a decisive ruling.”

Q. Are any of these issues addressed in Staff’'s Opening Testimony?


https://apps.puc.state.or.us/edockets/DocketNoLayout.asp?DocketID=24340
https://apps.puc.state.or.us/edockets/DocketNoLayout.asp?DocketID=24340
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A. Yes. In Exhibit 2000, Staff members, Kate Ayers and Charles Lockwood,
discuss the impact of rate increases on vulnerable communities.
Q. Does this conclude your testimony?

Yes.
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Public Comments Received on the Commission’s Website

March 20, 2025, through June 5, 2025

Christine Foltran
Salem

the middle class cannot keep up with the ongoing rate increases without
some relief. There should be a limitation on the increase just like COLAs are
often based on inflation rates.

Unknown

Here we go again. Another rate increase request. If this is approved, it will
make heating my home very difficult next winter. | have already lowered my
thermostat significantly this past winter and have been very cold because of
it. | am retired and any COLA increases by Social Security are eaten up by
utility companies. If you approve this rate Increase, families are going to
suffer. | am asking you to have some mercy and take a hard look at this
request. If everything keeps going up, we are going to hit a recession which
no one wants. Again, please reconsider NW Naturals rate increase.

David Campbell
Salem

Good afternoon, | am a senior and finding it more difficult to keep up with NW
Natural continuous rate increases. | pay the gas bill because | don't want to
be shivering at night. | am on a budget like most and the only thing | can cut
back on is food. | used to spend $80 per week at the grocery store, but | had
to reduce the food | buy by 50%. | cringe at paying $45 dollars at the grocery
store knowing well | will have an extravagant gas bill from NW Natural Gas.
We are being overcharged already. Now activists are saying the natural gas
is harmful to the environment. I'm sorry, but humans deserve to survive as
well. | don't believe the earth is going to extinguish anytime soon. | cannot
afford to switch to electric. It is not feasible for me. | know it sounds like | am
complaining, and | am. For goodness sakes, if the rates go any higher I'll
have to turn my thermostat down to 60 degrees or less. Natural gas is the
only option to heat my home. I just can't keep doing this. Thanks for listening.
David Campbell, Salem, Oregon

Rachel Hubbard
Salem

Please do not approve this ridiculous request for more profits. 50% rate
increase in the last 5 years and they more than quadrupled how many
customers they disconnected for nonpayment - they should be ashamed for
even asking! This is a PUBLIC UTILITY. Not a luxury good. Please say no.
Rachael Hubbard Salem, OR

Lidia Robinson
NA

In this climate of ever increasing costs, widespread layoffs, economic
uncertainty and expected recession, asking for YET ANOTHER rate increase
is unconscionable. NW Natural has raised rates by over 50% in the last 5
years. Wages haven't gone up 50%, taxes haven't gone down 50%, so how
are households supposed to keep paying for these increases? It's time for
NW Natural to do what all of us are doing: tightening our belts, doing more
with less. How about you stop backfilling positions and redistribute the work
among the remaining employees like those of us still lucky enough to have a
job are being asked to do? How about you don't ask for an INCREASE IN
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PROFIT when most of us can barely pay our current bills? How tone-deaf are
you? Lidia Robinson

Makinna Miles
Portland

I have lived in Oregon my entire life and currently work as a Public Health
Consultant in the Portland area. My work focuses on the relationship
between climate change and public health - studying communities' risk of
experiencing climate events (such as wildfires, heatwaves, etc.), their
potential health impacts, sources of resilience or strength in the community,
and what actions at the household, neighborhood, county, and state levels
could be taken to support community members in staying safe and healthy
through climate events. There is a lot of evidence that people with the fewest
resources already bear the brunt of climate impacts to their physical and
mental health, and increased energy costs add even more stress on their
lives and wellbeing. In particular, rural residents, older adults, low-income
households, and BIPOC communities are more affected by climate change
because of unfair systems that control how resources are given out and how
services are set up. | have also personally been impacted by ongoing utility
rate increases. Even though | split this bill with two other housemates also
working full-time, it is a struggle each month to cover this cost. We try to be
extremely careful about our energy usage to keep this bill as low as possible,
but as climate change brings more extreme temperatures, we (and many
others) are faced with a difficult choice to save money or protect ourselves
from heat-related illness. Knowing that our use of natural gas is contributing
to climate change, we should be increasing access to cleaner, cheaper
energy sources, instead of continuing to burden communities to the detriment
of the public's and the planet's health. NW Natural could better serve their
community by partnering with other energy providers to begin making a shift
from natural gas to other energy sources, showing that they are dedicated to
providing sustainable energy in the long-term and that they care more about
the health and longevity of their community than their profits.

Jason West
Portland

No thanks.

NA
Portland

Hello - This is not regarding a particular docket, but in general the frequent
and inappropriate increases in utility rates across the board. The cost of
living has increased without any equitable efforts at a federal minimum wage
that would support a living human. To approve further utility increases would
be to create an extortionate environment for those already struggling to
survive, while the executives of said utility companies net millions of dollars a
year.
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Herbert Giles
Tigard

The market price for natural gas has been down for sometime now.
Northwest natural has no need to increase their price. They can go out and
buy natural gas and a lower price than they have ever in sometime now.
They should not be allowed to increase the price to us the consumers
because they are not able to figure out a way to make a profit on on market
purchased natural gas. I'm against the company increase in the price.
Signed.

Kim Weible NW Natural Gas has the WORST Service. Making business and residential

Corvallis customer wait HOURS on hold to speak to a live representative. This is
outrageous! If you're planning on increasing rates it better be to hire more
help!

Unknown My gas bill was about .99 cents a unit but now is over 1.66 a unit that is a

70% increase nothing should be raised that drastically in one month or in one
year how does this happen nobody gets a pay increase of 70% this will force
people to go back to burning wood instead of clean natural gas that the world
makes and has to be burned off in one way or form. Oregon electric comes
from natural gas generators does that mean our electric bills will go up again.
For the profit the olcc does not let liquors stores make 10.4%. This is not
fare.

Crystal Torres
Salem

With the cost of everything rising, it is almost impossible for many people to
pay their bills already. Raising the cost of gas would add more hardship to
hard-working people that are barely getting by even while working full-time!
It's devastating that companies aren't thinking of their customers when
making these changes. Instead of lowering their prices with everything else
going up, they want to follow the trend no matter the consequences for their
customers.

Philip Reich
Milwaukie

Oregonians are already paying, on average 50% more for their natural gas
than they were in 2020 due to constant rate increases. This has to stop. NW
Natural needs to tighten their belts instead of continuously charging their
customers more. Natural Gas is plentiful in the US, and as long as NW
Natural is buying from US sources, the wholesale prices should not have
risen, as demand for Natural Gas is reducing as more people are moving
towards electrification of their heating and cooling. Please say "NO" to further
NW Natural rate increases for their residential customers.

Unknown
Beaverton

Northwest Natural does not need a rate increase. | see them adding gas
lines all over there territory which converts to more money in there pocket
eventually. Stop following the rate case trends NWN, and give the people
what they need, good clean energy at a affordable cost to your customers.
Put a rate case on PGE for all the gas you supply them to pollute our air and
generate most of there electrical power.

Rita Smith
Portland

You did not state the docket number for the NW Natural's request for a rate
hike. Absolutely no rate hike. Between PGE, Portland Water Bureau,




Docket No. UG 520 Staff/2101

Nottingham/4

Garbage disposal and rising property taxes NW does not need a rate hike.
When one of these utility companies gets a rate high, the others follow suit.
They need to manage their money and finances and stop wasting money on
boondoggle projects. Spend less time modifying the monthly bill layout which
is highly confusing and useless. How much money was wasted on creating
those ridiculous infographics -- especially the graph that seems to span three
or four years rather than the current and last year's gas usage. No, no more
rate hikes. Our paychecks are not even keeping up at this point. | actually in
the cold months shivered because | did not want to have higher bills.
Shivered. We have to cut our expenses and watch the bottom line. Time for
these utility companies to do the same. Their fiscal mismanagement should
not be our responsibility.

Gordon Herbst
Hillsboro

| am strongly against any increase. My wife and | are on fixed income. The
proposed increase in far beyond what the social security cost of living
increases. This forces us to decide whether we get our prescriptions or can
use our heater. As we are getting older we are always cold. We cannot afford
the increase.

Michael Fitzgerald
Portland

Firstly, | find the first note ridiculous. This is a government site restricting free
speech. If | want to say | feel like NW Natural are a bunch of [expletive]ing
[expletive]s it is my right to do so. If this is the forum which the government
has provided, restrictions should be minimal. Next, | don't want a sort of rate
hike approved for the individual public consumer of natural gas. The energy
rate hikes these last few years are harmful to consumers and put undo stress
on those just struggling to get by. Will | be fine? Probably, but that's not for
me to say for those of lesser means or fixed incomes. This is a public utility
that has been surrendered to a private company, presumably to save public
funds for distribution, service, and maintenance, but the buck is just passed
to the public in a different way. It is not the government's nor public's
responsibility to ensure profitability of these [expletive]ing leeches. Over the
last ten years NW natural gas made tens of millions of dollars per year
EVERY year in PROFIT. They had no dip during Covid, etc. If these energy
companies continue to get approved for rate hikes at the expense of
individual consumers there come a point where the public pushes back. Do
your jobs and serve the [expletive]ing public's interests.

Julianne Theobald
Portland

To Northwest Natural Gas Company, | am writing to express my concerns
regarding the proposed rate increase. While | understand that costs fluctuate,
it is frustrating to know that, as the primary gas provider in the Portland area,
this decision will likely pass despite consumer disagreement. Many of us do
not have alternative options, making these increases feel inevitable rather
than fair. If this rate hike is truly necessary, | ask that you also prioritize the
well-being of your lowest-level employeesa€’the front-line agents,
receptionists, and support staff who keep your company running day after
day. They are often the first point of contact for customers, handling
concerns, complaints, and service requests with professionalism and
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patience. These individuals deserve to be compensated fairly, especially
given the rising cost of living that affects all of us. Too often, corporations
pass increased costs onto consumers while failing to uplift their employees,
particularly those in the most demanding roles. If Northwest Natural Gas is to
impose higher rates on the community, then it is only fair that those working
tirelessly at the front lines also see improved wages. A company's success
depends on the people who make it function, and it would be a meaningful
step toward equity to ensure they are supported. Thank you for your time and
consideration. Sincerely, Julianne Theobald of Portland, Oregon

AJ Waters
Portland

Dear Public Comments Oregon Public Utility Commission, | am writing to
comment on the NW Natural rate case (UG 520). | strongly encourage the
Commission to reduce NW Natural's request to raise rates by 7% for Oregon
households. NW Natural's requests for more profits are not in my best
interest as a customer. If this increase goes into effect in 2025, NW Natural
bills will increase by 50% in five years. Customers are struggling with their
energy bills, including gas. Last year, NW Natural disconnected more than
9,100 households that could not afford to pay their bills. That's nearly 2,000
more households than in 2023, with only modest growth in the total number
of customers. My own family is struggling to stay afloat on the same income
that we lived fine on a few years ago. Incomes are barely rising for average
folks, yet these huge corporations keep raising prices. This can not keep
happening. Folks will loose their heat and eventually their homes if prices are
not kept in check!! Please do not approve higher profits for NW Natural and
protect customer affordability. Thank you for your consideration. Sincerely,
Mr. AJ Waters

Jerry Ward
Portland

Dear Public Comments Oregon Public Utility Commission, | am writing to
comment on the NW Natural rate case (UG 520). | write to encourage the
Public Utility Commission to reject NW Natural's proposed 7% rate increase
for Oregon customers. In a May 6, 2025, Business wire story, NW Natural
reports: "net income increased $21.5 million (or $0.42 per share) primarily
reflecting new rates in Oregon. Margin increased $38.7 million primarily due
to a $42.6 million increase from the Oregon rate case partially offset by lower
deferral amortizations of $5.0 million." In the same article, NWN reports an
increased earnings per share of $2.28 compared to $1.69 in Q1 2024. In
short, NWN shareholders are profiting on the backs of customers, not a
return on equity based on the utility's capital investments. (Links Deleted)
Should NWN be granted the requested 7% increase, NW Natural bills will
have increased by 50% in five years--increases which have driven record
numbers of customers to default on their bills and to endure service
disconnections. The Commission has previously advised NWN that it should
better manage costs or its shareholders will pick up the slack. Judging by
NWN's quarterly profit report, that time has come. As customers of a
regulated utility, NW Natural ratepayers do not have the ability to choose
another provider. We rely on the Commission to safeguard our interests.
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Please do so now and reject the NW Natural rate increase. Please do not
approve higher profits for NW Natural and protect customer affordability.
Thank you for your consideration. Sincerely, Mr. Jerry Ward Portland, OR

Mark Birnbaum
Portland

Dear Public Comments Oregon Public Utility Commission, | am writing to
comment on the NW Natural rate case (UG 520). Please use your regulatory
mandate to ensure consumer pricing is equitably balanced against the profit
margin. Please do not approve higher profits for NW Natural and protect
customer affordability. Thank you for your consideration. Sincerely, Mr.
MARK Birnbaum Portland, OR

Template Emails
sent by Every
Action.com.
Names of

signatories are listed

Dear Public Comments Oregon Public Utility Commission, | am writing to
comment on the NW Natural rate case (UG 520). | strongly encourage the
Commission to reduce NW Natural's request to raise rates by 7% for Oregon
households. NW Natural's requests for more profits are not in my best
interest as a customer. If this increase goes into effect in 2025, NW Natural

below. bills will increase by 50% in five years. Customers are struggling with their
energy bills, including gas. Last year, NW Natural disconnected more than
9,100 households that could not afford to pay their bills. That's nearly 2,000
more households than in 2023, with only modest growth in the total number
of customers. Last year, you made it clear that if utilities cannot manage their
costs, it will come out of their profits. After Portland General Electric raised
billing rates 18% in January 2024, it filed for an additional rate increase
weeks later. PGE's request to increase rates for 2025 also included an ask
for higher profits. To manage costs for PGE customers, the Commission
ordered the utility to lower its profits in a decisive ruling. | am asking you to
do the same for NW Natural this year. Please do not approve higher profits
for NW Natural and protect customer affordability. Thank you for your
consideration.
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Q. Please state your name, occupation, and business address.

A. My name is Bret Farrell. | am a Senior Utility Analyst employed in the Energy
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Program of the Public Utility Commission of Oregon (OPUC).

My name is Jean Falconer. | am a Senior Utility Analyst employed in the
Energy Program of the Public Utility Commission of Oregon (OPUC). Our
business address is 201 High Street SE, Suite 100, Salem, Oregon 97301.
Have you previously provided testimony in this case?

Yes. Our Opening Testimony is found in Exhibit No. Staff/1600 and our
Witness Qualifications Statements are provided in Exhibits Nos. Staff/1601 and

Staff/1602.

. What is the purpose of your testimony?

We respond to Northwest Natural Gas Company’s (NW Natural, NWN, or
Company) Reply Testimony on several issues, including the Company’s long-
run incremental cost study and Schedule 27, Residential Heating Dry-Out
Service.

Did you prepare any additional exhibits for this docket?

Yes. We prepared the following exhibit:

e Exhibit Staff/2201 — NW Natural’'s Non-Confidential Responses to Staff's
Data Requests (DR)

How is your testimony organized?
Our testimony is organized as follows:

Issue 1. Long-Run Incremental Cost Study ..........cooovvviiiiiiiiii, 2
ISSUE 2. SChedUIE 27 ..o 26
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ISSUE 1. LONG-RUN INCREMENTAL COST STUDY

. Which topics related to the Company’s LRIC study will Staff discuss in

this exhibit?

Staff addresses the interruptible customer demand discount, a change in the
industrial design day demand calculation recommended by the Alliance of
Western Energy Consumers (AWEC) in its Opening Testimony, and a work
paper error Staff discovered in the Company’s LRIC study. Staff also
discusses NW Natural's proposed changes to Schedule 15, Charges for
Special Metering Equipment, Rental Meters, and Metering Services, for which
the Company does a separate cost-of-service study. Staff addressed all but
one of these topics, industrial design day demand, in Opening Testimony

Exhibit Staff/1600.

. What is the purpose of along-run incremental cost study?

A long-run incremental cost (LRIC) study is a cost allocation exercise to spread
the incremental revenue requirement across rate schedules based on the
relative cost of serving each rate schedule. The LRIC cost-of-service reflects
the marginal (incremental) cost of serving additional load or customers.
Important outputs of an LRIC study are the margin-to-cost ratio and associated
parity ratio for each rate schedule under current and proposed rates, which
indicate whether customers in each rate schedule are forecasted to pay more

or less than their cost to serve during the Test Year.! Margin-to-cost and parity

A parity ratio divides the margin-to-cost ratio for a particular schedule by the margin-to-cost ratio
for all schedules and therefore indicates the extent to which the schedule is forecasted to pay
more or less than its Test Year cost-of-service relative to other schedules.
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ratios convey information about cross-subsidization between rate schedules
and are one of several factors used to inform rate spread and rate design

proposals.

Q. Please summarize Staff’s proposed changes to the Company’s LRIC

study in its Opening Testimony.

A. Inits Opening Testimony, Staff recommended that the Company make the

following changes to its LRIC study in this rate case:

. Reduce the interruptible customer demand discount from 50 percent to
10 percent for all the allocators to which it is applied (Dist-1, Dist-5, and
Dist-6). Staff supported the expansion of the interruptible customer
demand discount to allocator Dist-1, new in this rate case.

. Correct the workpaper error that impacts the value of system core mains
allocator Dist-5, being sure to use the sales firm load factor rather than
the sales load factor in this calculation.

In addition, Staff recommended that in future rate cases the Company
develop a methodology in its LRIC study that produces a fair and reasonable
discount to interruptible customers that reflects the system planning benefits
these customers bring to the system as well as the costs associated with the
risk of curtailment they face.

A. Interruptible Customer Discount in NW Natural’s LRIC Study

Q. Please provide a background summary of the interruptible customer

discount in NW Natural’s LRIC.
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A. Historically, NW Natural’'s LRIC did not allocate capacity-related costs to

interruptible customers due to the fact that their loads were excluded from peak
planning. However, in UG 435, Staff argued that interruptible customers
benefit from capacity investments because they are rarely interrupted and
recommended a 50 percent allocation. The parties to that case stipulated that
NW Natural would adopt this proposal in UG 490 for certain main allocators
(Dist-5 and Dist-6). In UG 520, NWN extended the discount to allocator Dist-1
following AWEC's suggestion.

Please summarize Staff’s position in Opening Testimony regarding the
discount given to interruptible customers in the LRIC.

In its Opening Testimony, Staff argued that the credit given to interruptible
customers in the LRIC should reflect the actual risk a customer faces of being
curtailed in a given year. Staff's basis for this argument is that the Company
receives two benefits from interruptible customers: (1) avoided system costs
and (2) interruptibility during peak events.?

The avoided system costs the Company receives represent a fixed
benefit, because the costs for planning to meet demand for a design day peak
event are avoided regardless of whether customers are interrupted. The
benefit of interruptibility is not fixed and is directly tied to how often a customer

is interrupted and the size of their load. Staff analyzed curtailment event data

2 See Staff/1600, Farrell-Falconer/9-10.
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from the Company over a period of 10 years and found that interruptible
customers on average are on-line and operational 99.34 percent of the time.3
As a result, Staff recommended that the capacity allocation be increased
from the current 50 percent to 90 percent, or in other words, that the
interruptible customer discount be reduced from 50 percent to 10 percent.
Staff additionally recommended that NW Natural in its next general rate case
study the system impacts of serving interruptible customers and put forward an
analysis that better attempts to quantify the benefit the Company receives from
interruptible customers.*
Please summarize AWEC’s position in Opening Testimony regarding the
discount given to interruptible customers in the LRIC.
AWEC argues that interruptible customers should receive a 100 percent credit
in the LRIC because they are fully curtailable and not included in NW Natural's
system planning for design day demand. AWEC further argues that assigning
even partial peak-related costs mischaracterizes the service provided and
overburdens these customers with costs they do not cause. AWEC testifies
that interruptible customers should pay only for throughput-related and directly-
assigned costs. AWEC further argues that even with a 50 percent discount,
interruptible customers are paying significantly more than their cost to serve
and adopting a 100 percent credit would materially reduce their rates while

having a minimal impact on overall rate spread.®

3 See Staff/1600, Farrell-Falconer/11.
4 See Staff/1600, Farrell-Falconer/11.
5 See AWEC/100, Mullins/76-77.
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Q. Please summarize NW Natural’s response to Staff’s argument in Opening
Testimony.

A. Inits Reply Testimony, NW Natural defends the use of a 50 percent discount
for interruptible customers in the LRIC and rejects Staff's proposal to reduce
that discount to 10 percent. Additionally, the Company rejects Staff's proposal
to develop a methodology that produces a fair and reasonable credit to
interruptible customers for the customers’ system planning benefits but also
reflects the actual risk of curtailment.®

The Company presents several arguments attempting to justify the use of
the 50 percent discount. The Company’s arguments are as follows:

1. Interruptible customers are excluded from design day planning, which
allows NW Natural to avoid system capacity investments, thus justifying
the 50 percent discount regardless of actual curtailment frequency.

2.  The value of interruptible service lies in the ability to curtail load during
peak conditions, not in how often curtailments occur. The Company
claims infrequent but well-timed interruptions provide significant system
benefits.

3. Interruptible customers incur fixed costs to manage the risk of curtailment,
so the discount must be large enough to offset these costs and
incentivize participation.

4.  The 50 percent discount is not a bill credit but a modeling input used to

allocate costs in the LRIC.

6 See NW Natural/3300, Wyman/26-27.
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5. Reducing the discount to 10 percent could cause interruptible customers
to switch to firm service, undermining interruptibility as a demand-side
resource and increasing system costs for all customers.

6. The 50 percent discount represents a balanced compromise between
AWEC'’s 100 percent proposal and Staff’'s 10 percent proposal,
accounting for both system design practices and the real-world risk

customers face.

Q. Please elaborate on the Company’s argument pertaining to avoided

system capacity costs.

NW Natural argues that because interruptible customers are excluded from
design day planning, their loads do not drive system capacity investments. As
a result, the Company avoids procuring marginal system capacity resources
like Mist Recall and avoids system reinforcements in constrained areas. These
avoided costs benefit the entire system and justify the 50 percent discount in
the LRIC.”

How does Staff respond to the Company’s argument about avoided
system capacity costs?

Staff agrees that interruptible customers provide some avoided cost value by
being excluded from design day planning. Staff stated in Opening Testimony:
“Staff believes that the credit given to interruptible customers is reflective of two
benefits the Company receives: Avoided system costs; and interruptibility

during peak events. The avoided system costs represent a fixed benefit

7 See NW Natural/3300, Wyman/30.
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because the costs for planning to meet demand for a design peak day event
are avoided.”®

Staff does not question whether interruptible customers provide avoided
cost benefits, but rather, questions NW Natural’'s assumption as to the value of
the benefit. Staff believes the Company has the burden of proof to
demonstrate the level of benefits interruptible customers provide the system
and to justify the 50 percent discount. However, the Company offers no
guantifiable evidence of the magnitude of avoided costs or why they justify the
discount in either their Opening or Reply Testimony.
Please describe the Company’s argument pertaining to the value of
interruptibility.
NW Natural argues that the value of interruptible service comes not from how
often customers are actually curtailed, but from the fact that they can be
curtailed. The Company claims that even if curtailments are infrequent, the
ability to reduce load during critical peak conditions is valuable from a system
planning perspective, specifically on the coldest days when supply is tight, and
demand is the highest.®
How does Staff respond to the Company’s argument pertaining to the
value of interruptibility?
Staff does not dispute that interruptibility provides value, but rather contends

that the Company fails to quantify this value and have it reflected in the

8 See Staff/1600, Farrell-Falconer/9.
9 See NW Natural/3300, Wyman/30-31.
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interruptible customer discount in the LRIC. Additionally, Staff disagrees with
the Company’s premise that the value of interruptible service comes solely
from the fact that customers can be curtailed.

Staff believes that interruptibility only provides system value when it is
exercised. A core purpose of interruptible service is to act as a demand-side
resource that the utility can deploy to reduce system stress during peak
conditions. If customers are rarely or never interrupted, as shown by Staff in
Opening Testimony, their participation does not materially reduce peak
demand or avoid the need for additional capacity investment.

Further, the magnitude of benefit is tied to the size of the curtailable load.
Curtailing a 10,000-therm industrial load during a peak event yields significantly
higher system relief than curtailing a 500-therm load. Therefore, larger, more
frequently interrupted customers provide more tangible and quantifiable value
than small customers who are rarely interrupted. This runs counter to the
Company’s claim that the sole value of interruptible service comes from the
fact that customers can be curtailed rather than the frequency or size of
curtailment.

From a ratemaking perspective, the interruptible discount should reflect
actual performance as a demand-side system resource. If a customer is rarely
interrupted and their load is small, the utility does not avoid meaningful costs
by having them on an interruptible schedule. This solidifies Staff's point that

guantifying the value of interruptibility is crucial and that having the interruptible
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customer discount reflect actual interruption frequency and load size is
essential.

Q. Has the Company ever explicitly acknowledged that the size of a
customer’s interruptible load is an important aspect of its value as a
demand-side resource?

A. Yes. In the Company’s February 2023 LC 79 reply comments, they discuss a
near curtailment event in which their Forest Grove Feeder experienced a
greater than 40 percent pressure drop. The Company chose to not curtail two
interruptible customers that are fed from the Forest Grove Feeder because
their usage was not large enough to have reduced the pressure drop to below
the 40 percent threshold.'® NWN’s action confirms that the size of an
interruptible customer’s load is directly tied to its value during a curtailment
event.

Q. Please describe the Company’s argument pertaining to the fixed costs
interruptible customers incur.

A. The Company argues that interruptible customers invest in systems and
processes to prepare for curtailments, even if curtailments are rare. These
include back up generation, protective systems, and safety protocols, which
represent real fixed costs. NW Natural argues that the discount should provide
sufficient incentive for customers to bear this risk and continue to choose

interruptible service.'!

10 |n the Matter of NORTHWEST NATURAL GAS COMPANY, dba NW NATURAL, 2022 Integrated
Resource Plan, NW Natural's Reply Comments, Page 68 (February 3, 2023).
11 See NW Natural/3300, Wyman/27.
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How does Staff respond to the Company’s argument pertaining to fixed
costs for interruptible customers?

Staff does not dispute that interruptible customers invest in backup systems or
incur other fixed costs to offset the risk of curtailment. However, the customers
voluntarily chose to become interruptible in exchange for lower rates.
Interruptible customers elect this service type precisely because they are
willing to accept the risk in return for discounted pricing. The primary aim of
cost allocation is not to compensate customer for voluntary customer business
risks, but rather to fairly align the costs to serve a customer with the benefits
that the customer provides to the system.

Please describe the Company’s argument pertaining to the interruptible
discount being a modelling input rather than a bill credit.

NW Natural clarifies in their Reply Testimony that the 50 percent discount is not
applied directly to interruptible customers’ bills. Instead, it is a modeling
assumption within the LRIC used to determine how capacity-related costs are
allocated across rate schedules. The Company argues that Staff's
characterization of the discount as a “credit” misrepresents its function and
importance in rate design.*?

How does Staff respond to the Company’s argument pertaining to the
interruptible discount being a modelling input rather than a bill credit?
This is a semantic distinction with no meaning. This discount may not appear

as a line item on a bill, but it directly determines how much interruptible

12 See NW Natural/3300, Wyman/29.



10

11

12

13

14

15

16

17

18

19

20

21

22

Docket No: UG 520 Staff/2200

Farrell-Falconer/12

customers pay relative to firm customers via rate spread. Whether the discount
occurs in the LRIC or on the customer’s bill the effect is the same, interruptible
customers receive lower rates in exchange for the risk of curtailment. Staff's
concern is with whether the discount these customers receive reflects the
actual risk of curtailment that they face.

Please describe the Company’s argument pertaining to a 10 percent
discount undermining interruptibility as a demand side resource.

NW Natural claims that a sharp reduction in the discount would increase rates
for interruptible customers, potentially leading many to switch to firm service.
This would erode the availability of interruptible load as a planning tool,
increase peak demand forecasts, and trigger new system capacity
investments, ultimately raising costs for all customers.*3

How does Staff respond to the Company’s argument pertaining to a

10 percent discount undermining interruptibility as a demand side
resource?

Staff is skeptical of the Company’s claim that interruptible customers would
leave in sufficient numbers to cause a substantial change in interruptible
customers’ value as a planning tool between rate cases. Once again, Staff's
recommended 10 percent discount is meant to be updated in the Company’s
next rate case following a study by the Company to quantify the system
benefits of interruptible customers. Absent better data on the planning value of

this rarely-used demand-side asset, Staff's proposal still recognizes that there

13 See NW Natural/3300, Wyman/33.
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may be some value of interruptibility. Staff's proposal aligns the discount with
how often customer are actually curtailed, which is infrequent, to ensure that all
customers pay a fair share of system costs based on the best available
information.

Please describe the Company’s argument pertaining to the 50 percent
discount being a compromise between parties’ positions.

The Company argues that the 50 percent discount balances competing
perspectives: AWEC's argument that interruptible customers should receive a
100 percent discount and Staff's position that they should only receive a

10 percent discount. The Company believes its approach reflects the reality
that interruptible customers are excluded from system design day planning but
still benefit somewhat from reliability on the firm system and therefore should
bear a small share of capacity costs.'4

How does Staff respond to the Company’s argument pertaining to the
50 percent discount being a compromise between parties’ positions?
Staff believes that a midpoint between two positions is not inherently
reasonable, especially when other parties’ positions are not grounded in cost
causation principles. AWEC’s 100 percent discount and NW Natural's

50 percent discount are both disconnected from the actual risk and benefit
interruptible customers present. Staff’'s proposed 10 percent discount is the
position tied most closely to measurable data, specifically curtailment

frequency and system uptime.

14 See NW Natural/3300, Wyman/34.
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Q. Please summarize Staff’s response to the Company’s Reply Testimony.

A. The Company continues to claim that a 50 percent interruptible discount in the
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LRIC is fair and reasonable absent any definitive reasoning and despite clear
evidence that curtailments are exceedingly rare and sometimes not even used
in high demand periods. NW Natural fails to present any empirical evidence
guantifying the system value of interruptibility in proportion to the 50 percent
discount. The Company continues to cite that interruptible load is not modeled
in design day peak demand planning, which is a planning convenience, not a
demonstration of real observed system savings or a justification of the

50 percent discount. Staff believes that the Company has not provided
compelling evidence to demonstrate that the 50 percent discount is fair and

reasonable.

. What is Staff's recommendation?

Staff maintains the original proposal put forth in Opening Testimony, that the
interruptible customers’ capacity allocation be increased from the current
50 percent to 90 percent, or in other words, that the interruptible customer
discount be reduced from 50 percent to 10 percent.

Staff also recommends that if in the future the Company wishes to adopt an
interruptible discount other than Staff's proposed 10 percent, they must

conduct a study that:

1. Evaluates the system impacts of serving interruptible customers as though

they were non-interruptible;
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2. Analyzes the correlation between the size of a customer’s load and
interruptibility value; and

3. Produces a fair and reasonable credit to interruptible customers that reflects
the actual risk of curtailment.

B. Industrial Design Day Demand in NW Natural’s LRIC Study

Q. How does the calculation of design day demand impact Northwest

Natural’s LRIC study?

Design day demand is used to calculate the design day load factor, which is
then used to calculate multiple cost allocators in the Company’s LRIC study.
The design day load factor for a particular rate schedule is calculated as the
ratio of the schedule’s normalized average usage to its estimated design day
(peak) usage, expressed as a percentage. A smaller load factor is indicative of
more weather-sensitive usage since it means that design day usage is high
relative to average usage.

According to the Company, “[r]Jate schedules with lower load factor ratios
require more excess system capacity investment to meet design day load,
assuming equivalent annual load, and are therefore allocated more of these
investment costs relative to higher load factor schedules.”'®> The Company
says that residential customers, which use gas most significantly for heating

purposes, are expected to have lower load factors than industrial rate schedule

15

NW Natural/1600 Wyman/47.
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customers since industrial customers are more likely to use gas for purposes
not tied directly to weather, such as the manufacturing of goods.*®
How does Northwest Natural calculate load factors for industrial
customers in its LRIC study?
The Company does not produce use-per-customer (UPC) forecasts for its
industrial customers. Instead, it “maintains a separate customer-specific
Industrial Forecast for these customers that is routinely updated by its subject
matter experts.”t” Consequently, the load factor for these customers is
calculated differently from the load factors for residential and most commercial
customers.

Importantly, for industrial customers the load factor denominator, design
day demand, uses a non-coincident peak (NCP) methodology rather than a
coincident peak methodology. In essence, the Company identifies NCP for
each customer, which could occur on any day of the year, and sums NCP
across customers to produce design day demand.'® The Company uses a
coincident peak methodology for other customers by calculating predicted
demand on a theoretical design day with an 11-degree F temperature using the

UPC forecast models for these customers.1®

16
17
18

19

NW Natural/1600, Wyman/47.

NW Natural/1600, Wyman/48.

AWEC/100, Mullins/71. Staff notes that this is a simplified explanation; the Company’s actual
methodology sums NCP across individual customers for multiple years before weighting each
yearly average by Test Year customer counts, then averaging these weighted values, as
discussed in NW Natural/1600, Wyman/49.

NW Natural/1600, Wyman/48.
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Q. Why does AWEC disagree with the Company’s methodology for

calculating industrial design day demand?

AWEC argues that using NCP demand rather than coincident demand is “not
an accurate method,” and that the Company should instead use a coincident
peak methodology like it does for its non-industrial customers.?® Since peak
demand may occur for industrial customers on different days of the year,
summing peak demand across customers without regard for when that demand
occurred may produce a peak demand value that is larger than would actually
be expected to occur on the design day. AWEC provides a theoretical
example of a customer whose peak demand occurs during a summer month
but uses no gas on the design day, noting that this customer’s peak demand
would be included in the calculated industrial design day demand using NWN'’s
NCP methodology. %!

How did Northwest Natural respond to AWEC’s Opening Testimony
regarding the calculation of industrial design day demand?

In its Reply Testimony, NWN says it “is agreeable to modifying its LRIC
study methodology in the future to improve consistency in its design day
load factor calculation by basing it on a coincident peak for all rate classes.”
It notes that AWEC does not specifically recommend that NWN adopt its

suggested methodology in this rate case and therefore suggests that NWN

20
21

AWEC/100, Mullins/71.
AWEC/100, Mullins/72.
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“develop and implement an industrial coincident peak calculation in 2026 to
be filed in its subsequent general rate proceeding.”??

Does Staff agree with AWEC’s argument regarding the calculation of
industrial design day demand?

Staff agrees with AWEC that NW Natural's methodology for calculating design
day demand is inconsistent between the rate schedules that are included in its
UPC forecasts (residential and most commercial schedules) and those that are
not (primarily industrial schedules), and that its use of a NCP-based
methodology for industrial customers could overstate their expected
contribution to demand on a specific design day.

Does Staff support AWEC'’s proposed methodology for calculating
industrial design day demand?

Not specifically. Staff is supportive of NW Natural using a coincident peak-
based methodology to calculate design day demand for all customers,
including industrial customers, in future rate cases. However, Staff was
unable to verify the Peak Day numbers provided by AWEC in Table 10 of its
Reply Testimony or the load factors calculated using these Peak Day
values. Staff also has concerns about AWEC’s general methodology, such
as its decision to use the 2024 peak day (January 12) for years in which it
did not know the actual peak day. Staff is therefore unable to support the

specific values presented by AWEC in its Reply Testimony.

22

NW Natural/3300, Wyman/39.
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. What is Staff’s recommendation regarding the calculation of industrial

design day demand in NWN’s LRIC study?

Staff supports NW Natural's suggestion that it develop and implement an
industrial coincident peak-based design day demand calculation, with the
intent of applying this calculation to the LRIC study in its next general rate
case. Staff can then review the Company’s proposed methodology and
consider whether modifications are warranted.

C. Work Paper Error in NW Natural's LRIC Study

. What work paper error did Staff discover in the Company’s LRIC study

in Opening Testimony?

Staff discovered a miscalculation in allocator Dist-5, used to allocate the costs
of system core mains of less than four inches. Specifically, the Company used
the sales load factor rather than the sales firm load factor to calculate this
allocator.??

Does the Company agree that it incorrectly calculated Dist-5?

Yes. Inits Reply Testimony, the Company says, “Staff is correct in stating:
‘Rather than using the sales firm load factor, 23.7 percent, to calculate Dist-5,
the Company uses the sales load factor, 24.7 percent.””?* It says, further, that
it “agree[s] with the workpaper error identified by Staff.”2°

Does the Company intend to correct the workpaper error identified by

Staff?

23 Staff/1600, Farrell-Falconer/16.
24 NW Natural/3300, Wyman/36.
25 NW Natural/3300, Wyman/39.
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No. NW Natural acknowledges the error in its LRIC study, which Staff
demonstrated in Opening Testimony impacts the study results, and yet the
Company is unwilling to update the study to correct this error. The Company’s
stated rationale is that “an updated LRIC study would not cause [it] to update
[its] rate spread proposal as presented in [its] Direct Testimony."26

How many cells would the Company have to modify in its LRIC
workpaper to correct the error identified by Staff?

One. The Company would have to modify cell AC53 in the LRIC Allocators tab
of its UG 520 — Exh. 1601 — WP6 — Long-Run Incremental Cost Study (LRIC)
Model work paper.

How many characters would the Company have to modify in this cell to
correct the error identified by Staff?

One. The Company would have to change ='Load Factor Study Results'M56
to ='Load Factor Study Results!M57. In other words, the Company would have
to shift the referenced cell down by a single row.

Does Staff support the Company’s decision to continue using LRIC
study results it knows are flawed for the remainder of this rate case?
No. Staff prefers to see the workpaper error corrected so it does not persist in
future rate cases where it may have a material impact on rate spread. Staff
does not think that asking the Company to modify a single character in a single

workpaper cell is an unduly burdensome request. Furthermore, Staff believes

Staff/1600, Farrell-Falconer/17 and NW Natural/3300, Wyman/40.
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that allowing the Company the discretion to decide whether workpaper errors
are worth fixing or not sets a bad precedent.

D. Proposed Changes to Schedule 15

What is Schedule 157

Schedule 15 is an optional tariff schedule through which customers rent meters
and metering services. Schedule 15 customers pay a monthly charge equal to
their cost-of-service, so the Company does a separate cost-of-service study for
this schedule.

What changes does NW Natural propose to make to Schedule 15 in this
rate case?

The Company proposes to 1) change the way rental rates are displayed for
diaphragm and rotary meters, and 2) increase both the Administrative Set-
up/Consultation fee and Technical Assistance fee (hereafter referred to as
“Administrative and Assistance Fees”) on Sheet 15-2 from $100 to $145.%’
What did Staff recommend in Opening Testimony regarding

Schedule 15?

Staff is supportive of the Company changing the way it displays rental rates
given that it is not proposing to change the way these rates are calculated,
and customers will be informed of their monthly charge prior to entering into
a rental agreement with the Company.?® Staff did not make a

recommendation on the Company’s proposed increase in its Administrative

27
28

NW Natural/3300, Wyman/40-41.
Staff/1600, Farrell-Falconer/24.
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and Assistance Fees, since Staff continued to investigate the issue when its
Opening Testimony was published. Staff had questions about when these
fees were last increased as well as their calculation.

In particular, Staff was interested in whether the fees should be
calculated as a simple average of the cost of an hour and a half of work
performed by Customer Field Service (CFS) Technicians 2, 3, and 4
inclusive of payroll overhead and vehicle costs, as proposed by the
Company, or a weighted average that accounts for the frequency with which
CFS Technicians of different levels perform these services and/or the
number of CFS Technicians of different levels employed by the Company.?®
Did the Company answer Staff’s questions about Schedule 15?

Yes. The Company answered Staff's questions in a DR response and in
Reply Testimony. In response to Staff’'s question about when its
Administrative and Assistance Fees last changed, the Company provided
Staff with Figure 1 below, which indicates that the current fees became
effective on September 24, 2008. Prior to that, the Company had a different
fee structure in place but with comparable prices. Essentially, the $200
Technical Assistance Charge (Rotary meters only) in place in 2003 was set
to $100 in 2008. The additional (and complementary) Administrative Set-
Up/Consultation Fee (All meters) was created and set to $100.3°

Figure 1.

29
30

Staff/1600, Farrell-Falconer/23-24.
NW Natural/3300, Wyman/42-43.
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In response to Staff’'s questions about the calculation of its Administrative
and Assistance Fees, the Company stated that after further discussions with its
subject matter experts on rental meters it determined that only CFS 4
Technicians complete Administrative Set-Up/Consultation calls and Technical
Assistance calls.”3! For that reason, the Company notes that if it had only used
CSF 4 Technician costs with its chosen methodology to calculate these fees,
the fees would be $155 rather than $145.3?

Does Staff support the Company’s proposed increase in its
Administrative and Assistance Fees from $100 to $145?

Yes. As the Company notes in its Reply Testimony, the proposed increase
in these fees, 45 percent, is similar to the increase in average consumer
prices (46 percent) and lower than the increase in average nominal wages
(65 percent) between 2008, when they were first set, and now.*® Staff also
believes the methodology used to calculate these fees is largely reasonable,
although it recommends that in the future the Company provide a rationale

for the time periods it averages across to calculate these fees.

31
32
33

NW Natural/3300, Wyman/44.
NW Natural/3300, Wyman/45.
NW Natural/3300, Wyman/45.
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In a DR response, the Company said it averaged the cost of 1.5 hours
of labor for the period June 2022-December 2024, but 2022 (the lowest-cost
year) was excluded from the calculation in the corresponding work paper
and therefore not incorporated into the $145 fee.3* The calculated fee
would have been $142 if 2022 had been included. The Company’s actual
average included December 2023, June 2024, and December 2024. 2024 is
the only year for which the Company provided two values (one for June and
one for December), and both 2024 values are the largest values provided.

If the Company were to include just one of the 2024 values in its
average and/or include values for previous years in its average, the
calculated fees would be lower. For example, the average cost of just CFS
4 Technicians using the single values provided by the Company for years
2019-2023 and the June 2024 value yields a total of about $138. The
Company’s choice of the time periods used in averaging appears to be
somewhat arbitrary and should be justified.

Despite the above, Staff believes the proposed $145 fee is reasonable in
light of the fact that it incorporates the lower costs of CFS 2 and 3 Technicians
and is therefore, as the Company states, a more conservative figure.®

E. Staff Recommendations Related to NW Natural’s LRIC Study

Will Staff summarize its recommendations on the LRIC-related topics

discussed above?

34
35

Staff/1600, Farrell-Falconer/22.
NW Natural/3300, Wyman/45.
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A. Yes. Staff's recommendations are the following:

Staff continues to recommend a reduction in the interruptible customer
demand discount from 50 percent to 10 percent for all the allocators to
which it is applied, while also supporting the expansion of this discount to
allocator Dist-1.

Staff supports NWN’s suggestion that the Company develop and
implement an industrial coincident peak-based design day demand
calculation for the LRIC study in its next general rate case, which can
then be reviewed by Staff to determine if any modifications are warranted.
Staff reiterates its request that the Company correct the workpaper error
identified by Staff in Opening Testimony.

Staff supports the Company’s proposed changes to Schedule 15,
including the increase in both Administrative and Assistance Fees from
$100 to $145 and the change in the way rental meter rates are displayed
on the tariff sheet. However, Staff recommends that in the future the
Company provide justification for the time periods used to calculate these

fees.
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ISSUE 2. SCHEDULE 27: RESIDENTIAL HEATING DRY-OUT SERVICE

Q. What is Schedule 27, and why was it originally created?

Schedule 27 is a special tariff for residential home builders, developers, and
contractors during the period that a residential dwelling is under construction,
also known as the “dry-out” tariff. NW Natural introduced the schedule in

UG 221 in 2011 arguing it was appropriate given the temporary and transitional
nature of the service offering and was needed due to concurrent proposed
changes to the Schedule 2 Residential rate structure.3®

Q. Did Staff have a proposal regarding Schedule 27 in opening testimony?
No. Staff did not have a proposal pertaining to the Company’s Schedule 27 in
Opening Testimony.

Q. Please describe the Coalition’s recommendation regarding Schedule 27
in Opening Testimony.

A. The Coalition recommends that the Commission eliminate Schedule 27 entirely
and direct NW Natural to serve customers currently under Schedule 27 through
Schedule 2.3

Q. Why does the Coalition recommend the elimination of Schedule 27?

The Coalition recommends eliminating Schedule 27 because they believe it is
unjustified, discriminatory, and results in unreasonable rates. They argue that
NW Natural asked to implement Schedule 27 to address the “temporary and

transitional” nature of a developer’s gas service and in response to a proposed

36 In the Matter of NORTHWEST NATURAL GAS COMPANY, dba NW NATURAL, Docket No. UG
221, Order No. 12-437 (November 16, 2012).
37 See Coalition Intervenors/100, Apter-Prihoda/55.
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change in the Schedule 2 rate design. The Coalition notes that the Schedule 2
rate design changes proposed in 2011 were ultimately rejected by the
Commission. The Coalition claims that since Schedule 2’s rate structure was
largely unchanged, there was no basis for creating a separate rate schedule.
The Coalition further points to NW Natural’'s LRIC that shows Schedule
27 customers have the lowest Parity Ratio across all residential classes (0.79)
indicating that Schedule 27 customers are forecasted to pay significantly less
than their cost of service relative to other schedules. According to the
Coalition, this creates a cross-subsidy borne by other residential customers.
They also raise concerns that Schedule 27 may violate Oregon’s anti-
discrimination statues (ORS 757.310 and 757.325), as it provides a different
rate for what they argue is essentially the same service under substantially
similar circumstances. Based on these arguments, the Coalition recommends
that customers currently served under Schedule 27 be transitioned to
Schedule 2.38
How did NW Natural respond the Coalition’s recommendation to
eliminate Schedule 27?
NW Natural opposed the Coalition’s proposal to eliminate Schedule 27, arguing
that RS 27 represents a “distinct service compared to RS 2 Residential” based
on customer type, usage purpose, load profile, and design day demand.2® The

Company claims that RS 27 is used primarily by commercial entities, such as

38
39

See Coalition Intervenors/100, Apter-Prihoda/57-59.
See NW Natural/3300, Wyman/47.
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homebuilders and developers, for drying out moisture during residential
construction, which is significantly different from standard residential usage like
space heating and cooking. The Company reiterates that the schedule is
meant to be temporary, lasting an average of only 109 days per premises, with
clear differences from year-round residential service. They also note that

98 percent of RS 27 premises are served under business or commercial
accounts, not individual residential customers, and 93.8 percent of RS 27
premises are associated with account holders managing two or more projects

at once.*0

. What cost and rate design arguments does NW Natural use to justify

retaining Schedule 27 as a separate tariff?

NW Natural argues that Schedule 27 has unique cost characteristics that
warrant separate treatment. The Company’s LRIC shows that RS 27 has the
lowest total incremental investment cost per customer of all rate schedules,
due to what the Company claims are efficiencies during initial infrastructure
installation for new construction. Further, the Company argues that RS 27
customers generally avoid peak winter heating months, meaning they do not
trigger the same capacity or storage costs as year-round residential customers.
The Company also argues that the load profile for RS 27 is flatter and less

peaky than RS 2 Residential customers whose usage spikes in the morning

40 See NW Natural/3300, Wyman/61.
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and evening. Based on these factors, the Company maintains that lower costs
are justified.**

The Company also disputes the Coalition’s claim that the rate was only
justified if NW Natural’s 2011 proposed change to RS 2 had been adopted.
They argue that RS 27 was proposed and approved based on its distinct
purpose, customer base, and cost-to-serve profile, regardless of the outcome
for RS 2.4?

Does Staff agree with the Company’s assertion that Schedule 27 is a
distinct service from Schedule 27?

No. Staff does not agree that Schedule 27 provides a materially distinct
service. The only meaningful difference between Schedule 27 and Schedule 2
is that the dwelling is temporarily unoccupied during construction when served
under Schedule 27. The gas is used for the same purposes, primarily space
heating, and delivered through the same infrastructure, to the same premises.
Once construction is complete, service is automatically transferred to Schedule
2 without any physical change in facilities or usage conditions, which confirms
that the underlying service is functionally identical. The Company’s attempt to
distinguish the two schedules based on who holds the account or the duration
of service is not a valid justification for separate tariffs or a sound ratemaking

principle.

41 See NW Natural/3300, Wyman/63.
42 See NW Natural/3300, Wyman/52-53.
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Q. Does Staff agree with the Company’s assertion that Schedule 27

customers are less costly to serve and have flatter load profiles?

No. Staff disagrees with both the Company’s claims that load profile
differences and construction cost efficiencies make Schedule 27 less costly to
serve. First, the assertion that Schedule 27 customers have a materially flatter
load profile is not supported by the data. The load profiles of Schedule 27 and
Schedule 2 customers are nearly identical with a correlation coefficient of 0.99
(See Figure 2).43 While the Schedule 27 service is temporary, it typically
occurs during the winter heating season, when residential heating load is
highest, and therefore the system must still be planned to accommodate their
demand. This undermines the Company’s central claim that Schedule 27
customers avoid system capacity or storage costs.

Figure 2.

43 Staff Exhibit/2201, NW Natural Response to Staff Data Request 575.
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Second, Staff believes that the Company’s reliance on open trench
installation as a cost-saving justification is flawed. While Staff believes that it
may be true that installing gas mains in coordination with other utilities could
lower immediate trenching costs, it is unclear how frequently this actually
occurs. It's also worth highlighting that all of the infrastructure being installed is
meant to ultimately serve a residential dwelling.

Further, these short-term savings are marginal when viewed in the
context of total lifecycle system costs. Once installed, the infrastructure
serving Schedule 27 customers (i.e., mains, meters, etc.) is the same as that
serving Schedule 2 customers. These assets remain on the system for
decades and are subject to the same maintenance, deprecation, and eventual

replacement costs. Staff reiterates that there is no separate infrastructure used
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for dry-out customers. Any small savings from initial trenching are insignificant
compared to the long-term costs of building, maintain, and operating the gas
system and are more fairly allocated to residential customers that are the
intended recipient of the investments.

Does Staff agree with the Company’s argument that the temporary nature
of the service warrants a separate tariff?

No. Staff does not believe temporary usage is a valid basis for a preferential
rate. Many utility customers exhibit temporary demand yet are not provided
with separate rate schedules. Staff believes that a rate class must be based
on demonstrable cost differences, site characteristics, or investment needs.
While customer behaviors may also be a relevant factor, Staff does not believe
that the duration of service alone provides sufficient justification for a separate
customer class.

How does Staff respond to the Company’s claim that most Schedule 27
premises are served under business or commercial accounts?

Staff believes that because the service is used in a residential building under
construction, it is residential service by nature. Using an account holder’s
identity to justify a separate tariff invites inconsistencies and undermines
classification based on actual service conditions.

What is Staff’s overall position regarding Schedule 27?

Staff believes the Company has not demonstrated that Schedule 27 serves a
meaningfully different function from Schedule 2 or that it imposes lower costs

on the system. The service provided under Schedule 27 uses the same
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infrastructure, serves the same premises, and delivers gas for the same end-
uses as Schedule 2. The Company’s arguments about temporary use,
commercial account holders, marginally flatter load profiles, and trenching
efficiencies do not justify a separate rate. Further, the Company’s own LRIC
shows that Schedule 27 significantly under-recovers customers’ cost of

service, creating a cross-subsidy paid for by other residential customers.

. What is Staff's recommendation?

Staff recommends that NW Natural eliminate Schedule 27 by their next general
rate case and move existing Schedule 27 customers to Schedule 2.
Additionally, to reduce the rate shock of the transition, Staff recommends that
in this case, additional revenue requirement be spread to RS 27 through rate

spread to move the schedule closer to parity.4

Q. Does this conclude your testimony?

A. Yes

44 See Staff/1900.
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