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I. INTRODUCTION AND SUMMARY

PLEASE STATE YOUR NAME AND OCCUPATION.

My name is Ed Finklea. I am a consultant for the Alliance of Western Energy Consumers
(“AWEC”). Ipreviously served as AWEC’s Director of Natural Gas, and have been a
regulatory attorney in the energy field for over 35 years. My witness qualifications are
provided in Exhibit AWEC/201.

PLEASE IDENTIFY THE PARTY ON WHOSE BEHALF YOU ARE TESTIFYING.

I am testifying on behalf of AWEC. AWEC is a non-profit trade association whose members
are large energy users in the Western United States, including gas sales and transportation
customers of NW Natural Corporation, dba NW Natural Gas Company (“NW Natural”).

DID YOU PREVIOUSLY FILE OPENING TESTIMONY IN THIS PROCEEDING?

No. AWEC’s Opening Testimony was sponsored by Brad Mullins. I am adopting Mr.
Mullins’ Opening Testimony and replacing him as a witness in this case for AWEC.

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

I respond to NW Natural’s request for an Alternative Rate Mechanism (“ARM?”), and its
proposed rate increase related to certain capital additions. I also respond to NW Natural’s
request to terminate the Schedule 160 Coos County surcharge in connection with its proposed
purchase of the Coos County Pipeline. I also respond to NW Natural’s, Commission Staff’s,
and Oregon Citizens’ Utility Board’s (“CUB”) proposals on rate spread for the ARM and Coos
County Pipeline charges.

WHAT IS YOUR RECOMMENDATION RELATED TO THE ARM?

In general, AWEC remains concerned with NW Natural’s proposed ARM in this docket
because it is single issue ratemaking that generally benefits the utility to the detriment of

customers. In order to balance the interests of NW Natural and its customers, it is necessary to

UG 527, UG 528 — Rebuttal and Cross Answering Testimony of Ed Finklea
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synchronize accumulated depreciation for capital additions in the ARM forecast period if the
ARM is approved by the Public Utility Commission of Oregon (“Commission”).

DO YOU CONTINUE TO SUPPORT AWEC’S ADJUSTMENTS TO NW NATURAL’S
PROPOSED REVENUE REQUIREMENT INCREASE IN THE ARM?

Yes. If the Commission is inclined to approve the proposed ARM revenue increase, I continue
to recommend adopting Mr. Mullins’ two adjustments to better align accumulated depreciation
with respect to the capital additions in the ARM forecast period. The specific adjustments I
recommend are described in the Opening Testimony of Brad Mullins, and summarized as
follows: (a) adjusting the accumulated depreciation for Information Technology (“IT”) capital
to include the incremental accumulated depreciation associated with the Horizon and
Bloodhound projects; and (b) including the incremental accumulated depreciation for existing
plant in service as of October 31, 2025, in proportion to the percentage of total capital
additions contained in the ARM.!

WHAT IS YOUR RECOMMENDATION RELATED TO THE COOS COUNTY
PIPELINE?

AWEC recognizes that the Coos County Pipeline is a unique situation and believes it is in the
public interest to help ensure that the Coos County residents and businesses receive safe and
reliable natural gas service. Given the significant safety and reliability concerns facing the
pipeline, AWEC does not oppose NW Natural assuming ownership of the Coos County
Pipeline for $1.00 in order to make the necessary repairs and upgrades for safe and reliable

service to customers in Coos County.

UG 527, AWEC/100, Mullins/2-3.
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DOES AWEC SUPPORT INCLUDING THE COOS COUNTY PIPELINE COSTS IN
GENERAL RATES?

Yes. AWEC considers the inclusion of such costs to be in the public interest and believes it is
the only reasonable solution for the Coos County Pipeline, the County, and its residents. While
AWEC endorses rolling the upgrade costs into general rates in recognition of the pipeline’s
legacy and unique arrangement, AWEC also continues to recommend preserving the Coos
County surcharge for customers in Coos County for a period of time. That surcharge would
continue to fund a small portion of the pipeline’s incremental operations and maintenance
expenses, in amounts consistent with those currently recovered through rates under the
historical arrangement. Even considering continuation of the surcharge, Coos County residents
and businesses will benefit significantly from this transaction.

II. ACCUMULATED DEPRECIATION

WHAT IS ACCUMULATED DEPRECIATION?

Accumulated depreciation represents the portion of plant in service that has been recovered
from ratepayers through depreciation expense. After property is transferred to plant and begins
to provide services, ratepayers reimburse the capital cost of the plant over time through
depreciation expense, which is accrued to a separate accumulated depreciation account.

WHY IS IT IMPORTANT TO CAPTURE ACCUMULATED DEPRECIATION IN A
SINGLE-ISSUE RATEMAKING REQUEST, SUCH AS THE ARM?

Accumulated depreciation is applied as an offset to the gross plant balances included in rate
base. This benefits ratepayers in connection with the ongoing depreciation expenses they pay
in rates by reducing the capital costs included in revenue requirement. This benefit applies not
only to the capital additions made in a given year, but also to all capital additions, including

those made in prior years for which depreciation expenses are being recovered. Accordingly,

UG 527, UG 528 — Rebuttal and Cross Answering Testimony of Ed Finklea
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consideration should be given not only to the incremental accumulated depreciation from the
capital additions proposed for revenue recovery in the ARM, but also to the incremental
accumulated depreciation tied to existing plant in service where depreciation expenses are

included in base rates.

DOES AWEC CONTINUE TO SUPPORT THE ACCUMULATED DEPRECIATION
ADJUSTMENTS IN MR. MULLINS’ OPENING TESTIMONY?

Yes. I continue to support Mr. Mullins’ accumulated depreciation adjustments if the ARM is
approved. If Mr. Mullins’ adjustments are not adopted, then it will result in ratepayers paying
for the cost of depreciation expenses in rates, but not getting the corresponding reduction to
rate base from accumulated depreciation. This would be the equivalent of paying down the
principal balance of a loan, but not receiving any interest reductions from the lower principle
balance. In other words, ratepayers would be paying a cost, but not receiving the
corresponding benefit of that cost, which is not fair, just, or reasonable.

DID YOU REVIEW NW NATURAL’S OPPOSITION TO AWEC’S ACCUMULATED
DEPRECATION ADJUSTMENT?

Yes, and I disagree with NW Natural. NW Natural states that “The ARM appropriately
includes accumulated depreciation associated with the new assets being added to rates in this
filing, ensuring that the amounts being added to rates for these new assets are accurate.”” In
other words, NW Natural appears to be arguing that because the ARM includes only a portion
of its expected capital additions in the ARM Forecast Period, it is not reasonable to consider

incremental accumulated depreciation on all existing plant in service as of October 31, 2025.

UG 527, NW Natural/300, Kravitz-Siores-Walker/Page 59:17-19.
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HOW DO YOU RESPOND TO NW NATURAL?

NW Natural attempts to focus only on the capital additions and accumulated depreciation in
the ARM, which is why single-issue ratemaking is detrimental to customers. While NW
Natural includes only a portion of its capital additions, generally corresponding to discrete
projects, there are also large discrete projects that were placed into service in prior years, and
ratepayers are paying depreciation expense on these projects through base rates. Without
considering the corresponding accumulated depreciation benefits of similar projects from prior
years, NW Natural does not fully capture the incremental costs and benefits of major capital
additions in the ARM Forecast Period.

Further, NW Natural’s treatment of accumulated depreciation is confusing because NW
Natural applies different treatment for IT projects and non-IT projects. For IT projects, NW
Natural considered the accumulated depreciation associated with both the capital additions
forecast in the ARM Forecast Period, as well as the incremental accumulated depreciation
associated with existing IT projects in service on October 31, 2025. When performing this
analysis, however, NW Natural only considered the incremental reserves for the specific FERC
sub-accounts, which included forecast capital additions, and excluded incremental accumulated
depreciation on the sub-accounts for major IT projects, such as Horizon and Bloodhound.

For non-IT projects, NW Natural used a different approach. For non-IT projects, NW
Natural only considered the incremental accumulated depreciation associated with the specific
capital additions included in its forecast, and did not consider the incremental accumulated
depreciation associated with existing plant in service. By excluding incremental accumulated

depreciation on existing plant, NW Natural is forcing ratepayers to absorb the cost of that

UG 527, UG 528 — Rebuttal and Cross Answering Testimony of Ed Finklea
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depreciation expense, without recognizing a corresponding benefit through accumulated
depreciation. This is not fair, just, or reasonable.

WHAT DO YOU RECOMMEND FOR THE HORIZON AND BLOODHOUND IT
PROJECTS?

As Mr. Mullins explained, NW Natural did consider incremental accumulated depreciation
associated with existing plant in service for most IT projects, but it did not consider the
incremental accumulated depreciation accrued with respect to the Horizon and Bloodhound
projects, which are included in a separate sub-account. Those are major projects, that
depreciate rapidly, and by excluding the incremental accumulated depreciation accrued with
respect to those projects, NW Natural overstates its [T-related rate base. While there were no
capital additions on those projects in the ARM calculation, NW Natural considered
substantially all IT capital additions in its ARM forecast. Accordingly, it is reasonable to also
consider the incremental accumulated depreciation associated with the Horizon and
Bloodhound sub accounts in its calculation.

WHAT DO YOU RECOMMEND FOR NON-IT ASSETS?

The fact that NW Natural did not include its full capital forecast in the ARM capital forecast
does not justify excluding all accumulated depreciation on existing plant from the revenue
requirement calculation. If the purpose of the calculation is to limit the ARM revenue analysis
to discrete major projects, it is also necessary to apply a consistent assumption regarding the
accumulated depreciation accrued for similar projects placed into service before the ARM

forecast period. AWEC recommends prorating the additional accumulated depreciation from

UG 527, UG 528 — Rebuttal and Cross Answering Testimony of Ed Finklea
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existing plant in service based on the proportion of total capital that is included in the ARM.?
This proposal balances the interest of NW Natural and its customers.
III. COOS COUNTY PIPELINE

Q. PLEASE PROVIDE SOME BACKGROUND ON THE COOS COUNTY PIPELINE.

A. The Coos County Pipeline was built pursuant to legislation enacted in the 1990s, which
authorized the county to construct the pipeline so that it could interconnect with NW Natural’s
gas distribution system. County voters authorized general obligation bonds of $27 million to
cover construction costs of the pipeline, which was intended to increase economic development
in the Coos County area.* At the time, the pipeline was not economically feasible, absent
construction and financing by the county, and partial funding by the state.® Accordingly, the
county built the pipeline and NW Natural operated it together with the local distribution system
in the Coos County area. For ratemaking purposes, the pipeline itself was not included in base
rates, although the costs of operating the pipeline were reflected in rates, along with a separate
surcharge imposed on customers in the Coos County distribution area.

Q. WHY IS NW NATURAL PROPOSING TO PURCHASE THE COOS COUNTY
PIPELINE?

A. The Coos County Pipeline requires major repairs and upgrades to operate safely, and Coos
County and its residents lack the ability to complete those repairs and upgrades. Accordingly,

Coos County has agreed to sell the pipeline to NW Natural for $1.00, and NW Natural will be

3 AWEC/100, Mullins/12:3-4 “In other words, since NW Natural is considering 51.2% of its total capital additions
in the ARM forecast period in its incremental revenue calculation, I recommend that 51.2% of the incremental
accumulated depreciation also be reflected in the revenue calculation.”

4 H.B. 2832, 70th Leg. Reg. Sess. (Or. 1999); see also In the Matter of the Application of Northwest Natural Gas

Company for Allocation to Exclusively Serve Unserved Territory Adjacent to Existing Served Territory, Docket
No. UA 76, Order No. 00-274 at 2 (May 31, 2000).

> Id.

UG 527, UG 528 — Rebuttal and Cross Answering Testimony of Ed Finklea
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responsible for completing the necessary repairs and operating and maintaining the pipeline
going forward.

IF NW NATURAL ASSUMES OWNERSHIP OF THE PIPELINE, HOW WILL NW
NATURAL TREAT COOS COUNTY CUSTOMERS?

My understanding is that NW Natural plans to treat customers in the Coos County area as
ordinary distribution system customers and roll them into the main distribution system.

DOES AWEC SUPPORT NW NATURAL’S PROPOSED PURCHASE OF THE
PIPELINE?

Generally, yes. Coos County will sell the pipeline for $1.00, after which it will be owned and
operated by NW Natural. Without making the necessary safety upgrades, customers in the area
will not have access to safe and reliable service. While AWEC is concerned with the cost of
the upgrades, and concerned with Staff’s and CUB’s rate spread proposals, it is important to
ensure that customers in the Coos County area have access to safe and reliable energy supply.

DO YOU SUPPORT NW NATURAL CANCELLING THE SCHEDULE 160
SURCHARGE AT THIS TIME?

No. Coos County customers need safe and reliable service and should not be unduly penalized
because of the repairs required on the pipeline. At the same time, it is important to recognize
the pipeline’s unique history and Coos County’s original commitment to fund it. While it
would be inappropriate to harm Coos County customers, it would be equally inappropriate to
reduce their rates because of the sale to NW Natural. NW Natural’s customer base will absorb
the Coos County Pipeline costs, but for some period of time during the transition, AWEC

recommends that the Schedule 160 surcharge remain in place.

UG 527, UG 528 — Rebuttal and Cross Answering Testimony of Ed Finklea
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IV.  RATE SPREAD

HOW DOES NW NATURAL PROPOSE TO SPREAD THE ARM COSTS TO
CUSTOMERS?

NW Natural has proposed to use the settled rate spread in NW Natural’s last general rate case,
UG 520.

DOES AWEC SUPPORT NW NATURAL’S RATE SPREAD PROPOSAL?

Yes. The Company filed its most recent Long Run Incremental Cost (“LRIC”) study in docket
UG 520, NW Natural’s recent general rate case. The rate spread adopted in UG 520 reflected
substantial work and compromise among the settling parties, using the LRIC results as a basis
for the settlement. This resulted in rates the settling parties and the Commission found fair,
just, and reasonable.® Because the LRIC study from UG 520 remains the most recent cost
study, and there is no evidence that the results of a new study would change the results, AWEC
sees no reason to depart from that approach.

HOW DO STAFF AND CUB PROPOSE TO ALLOCATE COSTS FOR THE ARM?
Staff concludes that “the most straightforward solution is to spread costs to each schedule
based on that schedule’s share of current margin revenue”’ for non-Coos County Pipeline
issues. If CUB provided a proposal on rate spread for the non-Coos County Pipeline issues in

this case, I was unable to find it.

In the Matter of Northwest Natural Gas Company, dba NW Natural, Request for a General Rate Revision Docket
No. UG 520, NW Natural-Staff-CUB-AWEC-Coalition/100, Wyman-Muldoon-Jenks-Mullins Apter-Prihoda/16;
Order No. 25-420 at 7 (October 24, 2025)

Staff/300, Wheeler/17:4-7.

UG 527, UG 528 — Rebuttal and Cross Answering Testimony of Ed Finklea
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HOW DO YOU RESPOND TO STAFF’S EQUAL PERCENT OF MARGIN
PROPOSAL FOR ARM COSTS?

The LRIC and rate spread from UG 520 allocated more costs to rate schedules that were
paying less than the cost of service, and less costs to rate schedules that were paying more than
the cost of service. Staff’s equal percent of margin approach ignores cost causation and the
LRIC and will result in more costs being allocated to customers already paying more than the
cost of service, and less costs for customers already paying less than the cost of service. This
is not equitable. Using the rate spread from UG 520 will result in a fair and reasonable rate
spread among all rate classes.

HOW SHOULD THE COOS COUNTY PIPELINE COSTS BE ALLOCATED TO
CUSTOMERS?

The Coos County Pipeline costs should also be allocated based on the rate spread adopted in
UG 520. As discussed above, the rate spread was based on a current cost study, reflected the
relative cost of service of each rate schedule, and a fair allocation of costs. Accordingly, there

is no justification to depart from that approach.

HOW DOES NW NATURAL PROPOSE TO SPREAD THE COOS COUNTY
PIPELINE COSTS?

NW Natural supports using the UG 520 rate spread for the Coos County Pipeline costs.

WHY DO STAFF AND CUB BELIEVE LARGE VOLUME SCHEDULES SHOULD
PAY MORE OF THE COOS COUNTY PIPELINE COSTS?

Staff argues that “the Coos County [P]ipeline is used at a substantially higher rate by

commercial and industrial customers relative to the overall system.”® CUB argues that “the

Staff/300, Wheeler/17:9-11.

UG 527, UG 528 — Rebuttal and Cross Answering Testimony of Ed Finklea
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Company is not asking for the customers who most benefit (e.g. 32ISI) to shoulder a larger

share of the costs through rate spread or rate design.”
WHAT IS YOUR RESPONSE TO STAFF’S AND CUB’S PROPOSALS TO BASE THE
COOS COUNTY PIPELINE RATE SPREAD ON COOS COUNTY CUSTOMER
THROUGHPUT?
AWEC opposes Staff’s and CUB’s approaches and notes that the allocation of transmission
mains costs based on throughput on part of the system is not typically the manner in which
costs are allocated. The Company’s base rates are set statewide, and the Coos County Pipeline
costs should be spread consistently with the UG 520 rate spread. This approach would ensure
that investments associated with the Coos County Pipeline will receive the same rate allocation
and treatment as all other transmission mains investments statewide. Not only would Staff’s
and CUB’s proposals be a significant departure from how costs are allocated on other parts of
the system, it also unfairly places the Coos County Pipeline costs on large volume customers
that do not use or benefit from this pipeline. This would be fundamentally unfair, does not
reflect cost causation, and should be rejected.

AWEC agrees with NW Natural that its proposal to use the UG 520 rate spread is
reasonable because it treats the addition of the Coos County Pipeline capital investments
consistently with all other transmission mains statewide, which do not receive geographic-

based allocations.

ARE STAFF AND CUB’S PROPOSALS TO ALLOCATE THE MAJORITY OF THE
COOS COUNTY PIPELINE COSTS TO INDUSTRIAL SCHEDULES REASONABLE?

No. In addition to the arguments discussed above, in NW Natural’s latest purchased gas

adjustment (“PGA”) cycle, non-EITE transportation service customers received rate increases

CUB/300, Jenks-Dougan/15:11-13.
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of approximately 60% to 100% depending on the customers volumes.'® These rate impacts are
not sustainable for Oregon businesses. Staff’s and CUB’s proposals will compound those
increases and make it more difficult for businesses to operate competitively in Oregon.

Q. DOES THIS CONCLUDE YOUR TESTIMONY?

A. Yes.

10 AWEC/100, Mullins/4:19-20.
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ED FINKLEA

Ed Finklea is the current President of the Rotary Club of Ashland and natural gas advisor
to the Alliance of Western Energy Consumers. From 2012 until 2018, Ed was Executive
Director of the Northwest Industrial Gas Users (“NWIGU”) and oversaw the merger of the
organization to form the Alliance of Western Energy Consumers, where he served as natural gas
director until 2022. AWEC is a non-profit trade association of approximately 40 industrial and
commercial natural gas and electricity end users who have facilities in the states of Oregon,
Washington, and Idaho. From 1986 until 2008, Ed engaged in the private practice of law
representing NWIGU, among other clients in regulatory interventions before the Oregon Public
Utility Commission, the Washington Ultilities and Transportation Commission, and FERC.

From 2009 until 2012, Ed was Senior Counsel for NiSource Corporate Services in
Houston Texas, serving as Regulatory counsel before the Federal Energy Regulatory
Commission (“FERC”), advising the company on federal regulatory compliance and business
transactions for an interstate natural gas pipeline serving the Southern and Eastern United States.
Prior to being in private practice, Ed worked for Northwest Natural Gas, the Bonneville Power
Administration (“BPA”). In his time at Northwest Natural Gas, Ed handled state regulatory
matters and provided counsel to the company on energy projects, including a landfill gas project
litigating electric rate issues in administrative hearings. For the BPA, Ed defended BPA before
the Ninth Circuit Court of Appeals. For FERC, Ed advised in hydroelectric licensing and co-
generation regulation.

Ed is a graduate of the Northwestern School of Law Lewis and Clark College and the
University of Minnesota. He has served as an Adjunct Professor at Lewis and Clark, teaching
Energy Law and Law and Economics.

Alliance of Western Energy Consumers, Ashland, Oregon

Natural Gas Advisor 2022 to Present

Natural Gas Director 2018-2022
Northwest Industrial Gas Users, Portland, Oregon

Executive Director 2012-2018
NiSource Corporate Services Inc., Houston, Texas

Senior Counsel 2009-2011
Energy Action Northwest, Portland, Oregon

Executive Director 2008-2009
Cable Huston Benedict Haagensen & Lloyd, Portland, Oregon

Partner 2004-2008
Energy Advocates LLP, Portland, Oregon, Washington D.C.

Managing Partner, Founder 1997-2003

Ball Janik LLP, Portland, Oregon
Partner 1994-1997



Heller Ehrman White & McAuliffe, Portland, Oregon
Partner

Tonkin Torp Galen Marmaduke & Booth, Portland, Oregon
Partner

Garvey Schubert, Portland, Oregon
Associate

Northwest Natural Gas, Ashland, Oregon
Assistant General Counsel

Bonneville Power Administration, Portland, Oregon
Counsel

Federal Energy Regulatory Commission, Portland, Oregon
Trial Attorney
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1990-1994

1986-1990

1986-1988

1984-1986

1982-1984

1981-1982

Council on Wage and Price Stability, Executive Office of the President of the United States

Law Clerk

1980-1981



	
	

