MRG

McDOWELL RACKNER GIBSON PC

MICHAEL HIGHFILL
Main: (503) 595-3922
michael@mrgHaw.com

July 25, 2025
VIA E-MAIL TO

Public Utility Commission of Oregon
Filing Center

201 High Street SE, Suite 100
Salem, Oregon 97301-3398

Re: Docket No. UG 520 — In the Matter of Northwest Natural Gas Company, dba
NW Natural, Request for a General Rate Revision.

Attention Filing Center:

Attached for filing in the above-captioned docket, please find the Joint Testimony in
Support of the Second Partial Stipulation on behalf of Northwest Natural Gas Company,
dba NW Natural, Staff of the Public Utility Commission of Oregon, the Oregon Citizens’
Utility Board, the Alliance of Western Energy Consumers, and the Coalition."

Please contact this office with any questions.

Sincerely,

e

Michael Highfill
Paralegal
McDowell Rackner Gibson PC

1 The Coalition is comprised of Climate Solutions, Coalition of Communities of Color, Verde, Sierra Club,
and Oregon Environmental Council.

main: 503 595 3922 | fax: 503 595 3928 | www.mrg-law.com
419 SW 11" Ave, Suite 400 | Portland, Oregon 97205-2605



BEFORE THE

PUBLIC UTILITY COMMISSION OF OREGON

UG 520

NW Natural-Staff-CUB-AWEC-Coalition

Joint Testimony of Robert J. Wyman, Matt Muldoon, Bob
Jenks, Bradley Mullins, Nora Apter, and Claire Prihoda

in Support of Second Partial Stipulation

EXHIBIT 100

July 25, 2025



10

11

12

13

14

15

16

17

18

19

20

21

22

23

NW Natural-Staff-CUB-AWEC-Coalition/100
Wyman-Muldoon-Jenks-Mullins-Apter-Prihoda/Page 1

l. INTRODUCTION AND SUMMARY

Who is sponsoring this testimony?

This testimony is sponsored jointly by Northwest Natural Gas Company, dba NW
Natural (“NW Natural” or “Company”), Staff of the Public Utility Commission of
Oregon (“Commission”) (“Staff”), the Oregon Citizens’ Utility Board (“CUB”), the
Alliance of Western Energy Consumers (“AWEC”), and Climate Solutions,
Coalition of Communities of Color, Verde, Sierra Club, and Oregon Environmental
Council (collectively, the “Coalition”) (the “Stipulating Parties”).

Please provide your names, positions, and qualifications.

My name is Robert J. Wyman, and my current position is Senior Rates and
Regulatory Economist for NW Natural. My qualifications are provided in NW
Natural/1600.

My name is Matt Muldoon, and | am a manager employed in the Accounting
and Finance Section of the Commission’s Energy Program. My qualifications are
provided in Exhibit Staff/501.

My name is Bob Jenks, and | am the Executive Director of CUB. My
qualifications are provided in Exhibit CUB/101.

My name is Bradley Mullins, and | am a consultant with MW Analytics,
appearing on behalf of AWEC. My qualifications are provided in Exhibit AWEC/101.

Our names are Nora Apter and Claire Prihoda, and we are the Oregon
Director and Buildings Policy Manager of Climate Solutions, respectively. Our
qualifications are provided in Exhibit Coalition Intervenors/101.

What is the purpose of this Joint Testimony?

1 — JOINT TESTIMONY IN SUPPORT OF SECOND PARTIAL STIPULATION
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This Joint Testimony describes and supports the Second Partial Stipulation
(“Second Stipulation”) filed in this docket on July 3, 2025. The Stipulating Parties
expect that the Second Stipulation resolves all issues in this proceeding related to
rate spread and rate design. The Stipulating Parties support all terms in the Second
Stipulation.

Il BACKGROUND

Please summarize the background and context of docket UG 520.

On December 30, 2024, NW Natural filed a request for a general rate increase (the
“Initial Filing”). The Company developed the case using the Test Year comprised
of the 12 months ending October 31, 2026 (“Test Year”) and historical base year
of the 12 months ending December 31, 2024 (“Base Year”).! The Company’s Initial
Filing requested a revision to customer rates that would increase the Company’s
annual Oregon jurisdictional revenues by $59.4 million, which would have resulted
in an approximate 5.79 percent increase to current customer rates.? On
February 14, 2025, Administrative Law Judge (“ALJ”) Sarah Spruce issued a
memorandum establishing the procedural schedule in this docket. On March 18,
2025, the Commission held a public comment hearing and received comments
from community members and associations interested in the outcome of this
proceeding.

Have the Stipulating Parties and the Coalition conducted discovery in this

proceeding?

" Initial Filing, Executive Summary at 3.
2 Initial Filing, Executive Summary at 1.
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Yes. Since the Initial Filing, NW Natural has responded to 810 data requests from
Staff, CUB, AWEC, and the Coalition, and has provided updates to its data
responses during the pendency of this case.

Did Staff and intervenors file testimony and propose adjustments to NW
Natural’s Initial Filing?

Yes. Staff, CUB, AWEC, and the Coalition filed Opening Testimony on April 2, 2025,
in which they proposed adjustments to NW Natural’s Initial Filing. While each of
the parties took different positions and made different arguments, collectively, they
proposed adjustments to NW Natural’'s proposed revenue requirement, cost of
capital, and rate spread and rate design, as well as certain changes to Company
practices. NW Natural filed Reply Testimony on May 21, 2025, responding to the
proposed adjustments and other issues raised in the parties’ Opening Testimony.
Staff, CUB, AWEC, and the Coalition filed Rebuttal Testimony on June 24, 2025,
supporting their original recommendations and proposing additional adjustments.
NW Natural filed its Surrebuttal Testimony on July 9, 2025.

Have the parties to this proceeding engaged in settlement discussions?
Yes. In accordance with the procedural schedule set in ALJ Spruce’s February 14,
2025, Memorandum, the Stipulating Parties engaged in scheduled settlement
discussions on April 22, 2025, and June 11, 2025, with settlement discussions
ongoing through June 17, 2025, when the parties convened an additional
settlement conference. As a result of the settlement discussions, NW Natural,
Staff, CUB, and AWEC reached a partial settlement resolving several issues

including all those related to the Company’s revenue requirement and filed the First
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Partial Multi-Party Stipulation Regarding Revenue Requirement (“First
Stipulation”) on June 23, 2025. Joint Testimony supporting the First Stipulation was
filed on July 10, 2025. The Coalition did not join but did not oppose the First
Stipulation.

Have the Stipulating Parties engaged in settlement discussions since the
First Stipulation was filed?

Yes. The Stipulating Parties held additional settlement conferences on June 27,
2025, and June 30, 2025. As a result of these discussions, the Stipulating Parties
reached an agreement resolving additional issues regarding rate spread and rate
design in this proceeding and filed the Second Stipulation representing this
agreement on July 3, 2025.

Please provide an overview of the Second Stipulation.

The Second Stipulation represents the Stipulating Parties’ agreement regarding
the Company’s rate spread and rate design, additional study of interruptible
customer rates, Rate Schedule 27 — Residential Heating Dry-Out Service
(“Schedule 27”), heating degree day (“HDD”) set points, and Rate Schedule 15 —
Charges for Special Metering Equipment, Rental Meters, and Metering Services
(“Schedule 15”) fees.

Do the Stipulating Parties agree on all the reasons for coming to an
agreement on the terms of the Second Stipulation?

No. While the Stipulating Parties may each hold different positions on the individual

components that make up the rate spread and rate design settlement, the
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Stipulating Parties agree that the Second Stipulation is a fair resolution of rate
spread and rate design issues in this proceeding.

Does the Second Stipulation resolve all issues in this proceeding?

No. The Second Stipulation resolves only the issues identified therein. The issues
identified in Paragraph 3 of the First Stipulation, and which were not resolved in
the Second Stipulation, will continue to be litigated or may be resolved in a future
stipulated agreement among the parties.

M. SECOND STIPULATION
A. Rate Spread and Rate Design

Please describe the Stipulating Parties’ positions regarding the Company’s
rate spread and rate design.

NW Natural proposed no changes to its rate design in its Initial Filing, but proposed
to spread its incremental revenue requirement across rate classes using a three-
step methodology responsive to the results of the Company’s Long-Run
Incremental Cost (“LRIC”) study.® In Opening Testimony, Staff proposed
adjustments to the LRIC study, which produced different parity ratios than those
produced by the Company,* and therefore proposed an alternative rate spread
approach that did not “match” the LRIC study, but was still responsive to its
results.® AWEC filed testimony identifying an inaccuracy in the way large customer
peak demands were calculated (using non-coincident peak, instead of coincident

peak) and proposed to align the treatment of interruptible customers with their

3 NW Natural/1600, Wyman/81, 88.
4 Staff/1700, Wheeler/17-18.
5 Staff/1700, Wheeler/18-19.
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actual design day demands.® While these changes impacted the LRIC study
indicated parity ratios for large customer schedules, AWEC’s rate spread
recommendation included a Customer Impact Offset adjustment following the
approach recently approved in dockets UE 433 and UE 434 at 125 percent of the
average increase and a floor at zero.” CUB did not address rate design or rate
spread in its Opening Testimony, and while the Coalition did not explicitly address
rate spread in its Opening Testimony, it did propose rate design modifications,
specifically having to do with Schedule 27, which would have implications for rate
spread as well.8 The Coalition’s proposal is detailed in Section III.C below.

NW Natural responded to Staff's and AWEC’s rate spread proposals in
Reply Testimony and did not update its rate spread methodology.® In response to
AWEC’s testimony regarding the calculation of large customer demands, NW
Natural agreed that it would “modif[y] 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.”'? Staff disagreed with both NW Natural’s and
AWEC’s rate spread proposals and updated its original proposal in response to the
Coalition’s recommendation regarding Schedule 27."" AWEC responded to Staff’'s
rate spread proposal and maintained support for its original position in Rebuttal

Testimony.'?

8 AWEC/100, Mullins/71-78.

7 AWEC/100, Mullins/5.

8 Coalition Intervenors/100, Apter-Prihoda/55.
9 NW Natural/3300, Wyman,86-95.

0 NW Natural/3300, Wyman/39.

" Staff/1900, Wheeler/15-21.

2 AWEC/200, Mullins/20.
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Please describe the Stipulating Parties’ agreement regarding rate spread and
rate design.
As a result of settlement discussions, the Stipulating Parties agree to the rate
spread and rate design as set out in Attachments 1, 2, and 3 to the Second
Stipulation.
a. Attachment 1 presents the methodology for spreading the incremental
revenue requirement agreed upon in the First Stipulation.
b. Attachment 2 indicates the rate spread margin, revenue, and bill impact
for each revenue requirement item by rate schedule.
c. Attachment 3 displays the calculated billing determinants by rate
component, as well as the rate schedules and rate blocks.
Please explain why the Stipulating Parties’ agreement regarding rate spread
and rate design is reasonable.
The rate spread and rate design agreed to in the Second Stipulation represents a
reasonable compromise of positions and interests. Specifically, the rate spread is
informed by the result of NW Natural's LRIC study and is applied to the rate classes
by apportioning revenue requirement in a manner generally consistent with the
method that NW Natural proposed in Opening Testimony. While parties did not
necessarily agree with the merits of that method, they were willing to agree to it as
a compromise in this proceeding. NW Natural’s originally filed rate spread was
adjusted as follows based on feedback from the Stipulating Parties: First, it was
adjusted to allocate to Rate Schedule 3 — Basic Firm Sales Service - Non-

Residential (“Schedule 3”) an amount meant to roughly retain its indicated LRIC
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parity in response to Staff's recommendation.’® Second, the rate spread and rate
design was modified to allocate a notably higher proportional increase in margin
revenue for Schedule 27 as compared to other rate schedules in order to roughly
close half the gap between Schedule 27 rates and Rate Schedule 2 — Residential
Sales Service (“Schedule 27) rates. This modification was recommended by Staff
as a method for aligning with the principle of gradualism’™ and was made in
response to the Coalition’s recommendation to eliminate Schedule 27 in its entirety
and serve those customers on Schedule 2. Finally, the rate spread was modified
such that the margin revenue increase for all rate schedules in rate class 32 is
capped at 2.1 percent, with the amount of margin revenues that needed to be
adjusted downward to the cap being apportioned to Schedule 3. The Stipulating
Parties agree that this rate spread methodology represents a compromise of
interests and results in rate impacts for each of the rate classes that is reasonable.

B. Interruptible Customer Cost Allocation in LRIC Study

Please describe the Stipulating Parties’ positions regarding interruptible
customer cost allocation in the Company’s LRIC study.

In its Initial Filing, NW Natural used a Design Day Peak and Average Cost Allocator
for interruptible customers, which assumed interruptible customers design day
demand was equal to 50 percent of their peak day demand.'® This approach was

implemented in docket UG 490, based on Staff's recommendation in docket

13 Staff/1900 Wheeler/19.

14 Staff/1900 Wheeler/20.

15 Coallition Intervenors/100 Apter-Prihoda/11.
6 NW Natural/1600, Wyman/58-59.
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UG 435."7 Prior to docket UG 490, no Design Day Demands were included in the
Design Day Peak and Average Cost Allocator for interruptible customers. In this
docket, NW Natural expanded the use of the Design Day Peak and Average Cost
Allocator to the allocation factor labeled Dist-1 including the 50 percent factor
applied to peak day demand identified above, based on a recommendation from
AWEC in docket UG 490, although AWEC did not support the use of the 50 percent
factor in that case.’® In Opening Testimony, Staff indicated that it “believes a credit
for interruptible customers should exist” but that current attempts to “accurately
quantify the benefit interruptible customers bring to the system” are imperfect and
proposed that the Company conduct a cost-of-service study for these customers
in its next rate case.'® AWEC recommended that the interruptible customers’ actual
design day demands be used in the Design Day Peak and Average Cost
Allocator.2°

In Reply Testimony, NW Natural considered both Staff's and AWEC’s
recommendations but maintained that the Company did not find the recommended
cost-of-service study to be necessary because the Company’s treatment of
interruptible customer demand “balances multiple parties’ positions on this

issue.”?! Both Staff and AWEC maintained their respective recommendations in

7 NW Natural/1600, Wyman/58-59; In the Matter of Northwest Natural Gas Company, dba NW Natural,
Request for a General Rate Revision, Docket No. UG 490, Opening Testimony of Scott Gibbens,
Staff/1600 at 13 (Apr. 22, 2022).

8 NW Natural/1600, Wyman/50-51.

19 Staff/1600, Farrell-Falconer/12-13.

20 AWEC/100, Mullins/77.

21 NW Natural/3300, Wyman/34.
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Rebuttal Testimony.?? CUB and the Coalition did not address interruptible
customers in testimony.

Please describe the Stipulating Parties’ agreement regarding interruptible
customer cost allocation in the Company’s LRIC study.

The Stipulating Parties agree that, prior to its next general rate case filing, NW
Natural will conduct a cost-of-service study for interruptible rate schedules that
evaluates the system impacts of providing non-interruptible firm service to
customers on such schedules.??® In addition, NW Natural will hold one or more
workshops before initiating the cost-of-service study to discuss the methodology
to be used for the study.?*

Please explain why the Stipulating Parties’ agreement regarding a study and
one or more workshops for interruptible customer cost allocation in the
Company’s LRIC study is reasonable.

Although the Stipulating Parties held different views concerning interruptible
customer cost allocation in the Company’s LRIC study, the analysis that the
Company will perform will provide additional information to inform and support the
interruptible customer demand used in the allocation of capacity and storage costs
in the LRIC study filed with the Company’s next rate case. This study and one or
more workshops are meant to address concerns among NW Natural, and Staff that
interruptible customer cost allocation methodologies used and proposed in this

proceeding do not appropriately quantify the system benefits of interruptible

22 Staff/2200, Farrell-Falconer/25; AWEC/200, Mullins/18.
23 Second Partial Multi-Party Stipulation at 3.

% |d.
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customers. AWEC on the other hand believed that the LRIC study was the
appropriate method to quantify the long run marginal cost impacts of serving
interruptible customers.2> Due to the complexity of this topic, further examination
of these methodologies by the Stipulating Parties on a timeline extending beyond
this proceeding is a reasonable resolution to this concern.

C. Rate Schedule 27 — Residential Heating Dry-Out Service

Please describe the Stipulating Parties’ positions regarding Schedule 27.

NW Natural included its Schedule 27 tariff in its Initial Filing.?® In Opening
Testimony, the Coalition requested the Commission direct the Company to
eliminate its Schedule 27 tariff and migrate all Schedule 27 customers to
Schedule 2.2” The Coalition reviewed docket UG 221, where NW Natural first
proposed Schedule 27, and believed that the justification for its creation did not
warrant its continued existence, and further that Schedule 27 customers did not
receive a meaningfully distinct service than Schedule 2 customers.?® The
Company disagreed with the Coalition’s recommendation in Reply Testimony and
presented additional explanation and support for Schedule 27 remaining its own
tariffed service with a rate distinct from Schedule 2.2° The Coalition responded to
NW Natural’'s arguments and maintained its position that Schedule 27 resulted in
unjust and discriminatory rates and recommendation for the Commission to order

the Company to eliminate Schedule 27 and serve its customers under

25 AWEC/200, Mullins/14-15.

26 NW Natural/1515, Walker/7.

27 Coalition Intervenors/100, Apter-Prihoda/55.

28 Coalition Intervenors/100, Apter-Prihoda/57—65.
29 NW Natural/3300, Wyman/47-83.
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Schedule 2.3° Staff did not address Schedule 27 in Opening Testimony, but
indicated in Rebuttal Testimony that it believes NW Natural has “not demonstrated
that Schedule 27 serves a meaningfully different function from Schedule 2 or that
it imposes lower costs,” and recommended that Schedule 27 be eliminated by the
Company’s next general rate case.’’ CUB and AWEC did not address the
Coalition’s proposal regarding Schedule 27 in testimony.

Please describe the Stipulating Parties’ agreement regarding Schedule 27.
The Stipulating Parties agree to a Schedule 27 fixed charge increase from $8.00
to $10.00 to align with the existing Schedule 2 Single-Family fixed charge rate.>?
The Stipulating Parties further agree that NW Natural will bring the Schedule 27
rate (both the fixed and volumetric rate components) equal to the Schedule 2 fixed
and volumetric rate components beginning at the rate effective date of NW
Natural’s next general rate case.®® As a result of this agreement, NW Natural will
continue to maintain Schedule 27 as a separate tariff.

Please explain why the Stipulating Parties’ agreement regarding Schedule 27
is reasonable.

The Stipulating Parties’ resolution of disputed issues concerning Schedule 27
represents a balance of the parties’ differing viewpoints and provides a gradual
path to align Schedule 27 rates with Schedule 2 rates, avoiding any potential one-

time rate shock for Schedule 27 customers. Maintaining Schedule 27 as a separate

30 Coalition Intervenors/300, Apter-Prihoda/36.
31 Staff/2200, Farrell-Falconer/32-33.

32 Second Partial Multi-Party Stipulation at 3.
33 Second Partial Multi-Party Stipulation at 3.
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rate tariff is responsive to NW Natural’s position that Schedule 2 usage data and
customer protections should be distinct from Schedule 27.34

D. Heating Degree Day Set Points

Please describe the Stipulating Parties’ positions regarding Heating Degree
Day (“HDD”) set points.
In its Initial Filing, NW Natural explained that, as part of the forecast methodology
used to estimate weather normalized usage for Residential and Commercial firm
sales service rate classes, the Company identified “set points” of 59 degrees
Fahrenheit and 58 degrees Fahrenheit for Residential and Commercial customer
classes, respectively, to represent the “temperature[s] at which customers begin to
use energy for heating purposes.”® In Opening Testimony, Staff did not propose
changes to the Company’s HDD set points, but recommended that the Company
“submit updated HDD set point temperature analyses in future rate cases to ensure
the temperatures being used continue to be appropriate.”36

In Reply Testimony, NW Natural explained that “changing the HDD set point
would result in administrative and technical burdens across the Company” and that
any such changes should be based on “strong evidence of meaningful changes in
the relationship between ambient temperature and the point that customers begin
using load for heating purposes.”®” In Rebuttal Testimony, Staff reiterated its

recommendation for future rate cases to include analysis supporting the continued

34 NW Natural/3300 Wyman/Page 81-83.
35 NW Natural/1600, Wyman/9, n.3.

36 Staff/1700, Wheeler/9.

37 NW Natural/3300, Wyman/11.
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use of the current HDD set points.3 AWEC, CUB, and the Coalition did not address
the Company’s HDD set points in testimony.

Please describe the Stipulating Parties’ agreement regarding the HDD set
points.

The Stipulating Parties agree that, prior to its next general rate case filing, NW
Natural will analyze its choice of HDD set points, which are currently 59 degrees
Fahrenheit for the residential class, and 58 degrees Fahrenheit for the commercial
class.%

Please explain why the Stipulating Parties’ agreement regarding HDD set
points is reasonable.

The Stipulating Parties’ agreement on this topic is reasonable because the analysis
that the Company performs will provide information to inform and support its choice
of HDD set points in its next rate case.

E. Rate Schedule 15 Fees

Please describe the Stipulating Parties’ positions regarding the Rate
Schedule 15 fees.

In its Initial Filing, the Company proposed to increase the Administrative Set-Up /
Consultation and Technical Assistance Fees on Sheet 15-2 of Schedule 15 from
$100.00 to $145.00.40 Staff investigated the proposed fee increase in its Opening
Testimony and through discovery, but did not provide a specific recommendation

at that time.*' NW Natural provided responses to Staff’'s questions regarding the

38 Staff/1900, Wheeler/8.

39 Second Partial Multi-Party Stipulation at 4.
40 NW Natural/1600, Wyman/80.

41 Staff/1600, Farrell-Falconer/23-24.
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fee increase in Reply Testimony#? and in Rebuttal Testimony, Staff indicated that it
supports the proposed increase and that the methodology used to calculate the
fees is “largely reasonable.”*® No other party provided testimony regarding the
Schedule 15 fees.

Please describe the Stipulating Parties’ agreement regarding the
Schedule 15 fees.

The Stipulating Parties agree that both the Schedule 15 Administrative Set-
up/Consultation fee and the Technical Assistance fee will increase from $100.00 to
$145.00.

Please explain why the Stipulating Parties’ agreement regarding the
Schedule 15 fees is reasonable.

The Stipulating Parties’ agreement on this topic is reasonable because the
updated fees reflect the current costs of this service compared to 2008 when these
fees were first set.

V. SUPPORT FOR THE SECOND STIPULATION

What is the basis for the Second Stipulation?

The Second Stipulation is a compromise based on the record in this case, which
at the time the parties reached the agreements in the Second Stipulation included
NW Natural’s Initial Filing, the Opening Testimony of Staff and intervenors, NW
Natural’s Reply Testimony, the First Stipulation, and the Rebuttal Testimony of Staff
and intervenors, as well as the data requests and data responses the parties have

exchanged to date. Over the course of the settlement discussions, the Stipulating

42 NW Natural/3300, Wyman, 40-46.
43 Staff/2200, Farrell-Falconer/23.
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Parties resolved their differences regarding the issues in the Second Stipulation
through dialogue, negotiations, and compromise to reach a fair result.

What is your recommendation to the Commission regarding the Second
Stipulation?

The Stipulating Parties recommend and request that the Commission approve the
Second Stipulation in its entirety.

Please explain why the Stipulating Parties believe the Commission should
adopt the Second Stipulation.

The Stipulating Parties have carefully reviewed NW Natural’s Initial Filing, NW
Natural's responses to data requests, and have thoroughly analyzed the issues
across multiple settlement conferences. The Stipulating Parties believe that the
agreements in the Second Stipulation provide a fair and reasonable resolution of
the issues in this proceeding and the resulting rates are fair, just, and reasonable.

V. CONCLUSION

Does this conclude your testimony?

Yes.
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