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Q. Please state your name, occupation, and business address. 1 

A. My name is Madison Bolton.  I am an analyst employed in the Energy Program 2 

of the Public Utility Commission of Oregon (OPUC).  My business address is 3 

201 High Street SE, Suite 100, Salem, Oregon 97301.  4 

Q. Have you previously provided testimony in this case? 5 

A. Yes. Please see Exhibit Staff/200 for my Opening Testimony. I also discuss 6 

issues previously addressed in Exhibit Staff/100 by Staff Witness Ted Drennan. 7 

Q. What is the purpose of your testimony? 8 

A. I address cost recovery for retiring assets at NW Natural’s Mist storage facility, 9 

costs associated with slide remediation for the Coos County Pipeline, the 10 

Alliance of Western Energy Consumers (AWEC)’s recommendation related to 11 

accumulated depreciation, cost recovery for NW Natural’s meter modernization 12 

project, and the need for an earnings test and officer attestations as conditions 13 

of cost recovery under NW Natural’s proposed ARM.  14 

Q. Did you prepare any exhibits for this docket? 15 

A. Yes. I prepared Exhibits Staff/401, Staff/402, and Staff/403, including NW 16 

Natural’s responses to Data Requests (DRs). 17 

Q. How is your testimony organized? 18 

A. My testimony is organized as follows: 19 

Issue 1. Capital Additions: Mist Assets ....................................................... 4 20 
Issue 2. Coos County Pipeline Projects ...................................................... 8 21 
Issue 3. IT&S and Non-IT&S Accumulated Depreciation .......................... 12 22 
Issue 4. Meter Modernization .................................................................... 15 23 
Issue 5. Miscellaneous .............................................................................. 18 24 
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Q. What are Staff’s final recommendations? 1 

A. Staff’s recommendations are as follows:  2 

• Remove 6.35 million from rate base associated with the net plant value 3 

of Mist assets being retired and place the amount in a regulatory asset 4 

to be amortized for eight years at the Treasury rate proposed by NW 5 

Natural. 6 

• Reduce the requested amount for recovery for Coos County landslide 7 

mitigation projects by $7.2 million, which includes removing excessive 8 

costs from the project estimates and applying $2 million of funds 9 

transferred from Coos County to be used as an offset for the cost of 10 

these projects. 11 

• As discussed in Staff/500, to help further offset landslide mitigation 12 

costs, Staff recommends maintaining Coos County charges at their 13 

current level for five years, 2 cents per therm for sales customers and 14 

1.271 cents per therm for transportation customers, after which 15 

Schedule 160 would be eliminated. Staff recommends allocating Coos 16 

County pipeline costs using a design day peak and average allocator 17 

derived from Coos County pipeline usage and allocating all other costs 18 

in the case based on an equal percent of margin. 19 

• Include the Horizon and Bloodhound projects in accumulated 20 

depreciation for information technology and services (IT&S) projects, 21 

reducing the ARM revenue request by $971,000. 22 
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• Reduce the Meter Modernization Program investment by [BEGIN 1 

CONFIDENTIAL]  [END CONFIDENTIAL] to account for the 2 

difference in cost between the cellular meters purchased and 3 

diaphragm meters. 4 

• Staff continues to recommend an earnings test capped at the 5 

Company’s authorized return on equity, as well as attestations for 6 

projects that are $1 million or more.  7 
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ISSUE 1. CAPITAL ADDITIONS: MIST ASSETS 1 

Q. Staff raised issues with the treatment of Mist assets, has the Company 2 

addressed those issues?  3 

A. In Opening Testimony, Staff raised concerns with cost recovery for facilities 4 

replaced well prior to full depreciation. The assets include GC 600 turbine 5 

compressor, Main Power Feed Replacement Project, and Mist Well Separator 6 

Replacement Project. In discovery, the Company indicated that it was 7 

removing costs for the Mist Main Power Feeder Replacement Program from 8 

those eligible for recovery under the ARM, explaining the project would not be 9 

completed by the required October 31, 2026.1 NW Natural opposes Staff’s 10 

adjustments related to the other two Mist projects.  11 

NW Natural’s amended response to Staff DR 56 included gross plant 12 

value for the other Mist assets, at $7.3 million for the compressor and $100,000 13 

for the well separators, respectively. 14 

In Rebuttal Testimony the Company states, “the estimated net book value 15 

of the GC 600 compressor assets being retired is only $6.3 million[,]” and that 16 

“[t]he historical cost of the original Mist Well Separator is estimated to be 17 

$100,000.”2 Staff is recommending the remaining net book value of the GC 600 18 

compressor, as well as 50 percent of the original cost of the Mist Well 19 

Separators be placed into a regulatory asset and amortized, with the Company 20 

recovering the costs of, but not a return on the assets, as shown in the table 21 

 
1  Staff/401, Bolton/1, NW Natural Amended Response to Staff DR 56. 
2  NW Natural/500, Faulk-Spanos-Walker/34, lines 13-14 and /35, line 7. 
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below. Staff feels these values best represent the undepreciated amounts 1 

corresponding with the remaining expected life of these assets. 2 

Table 1. Mist Asset Values 3 

Project Value Recommended 
amount to 
remove from rate 
base 

Mist GC 600 $6.3 million* $6.3 million 
Mist Well 
Separator 
Replacement 
Program 

$100,000** $50,000 

Total amount  $6.35 million 
* Net book value as of March 31, 2026 
** Original cost 

 
Q. Does CUB propose a similar treatment for these Mist assets? 4 

A. Generally, yes. CUB recommends removing the undepreciated investment in 5 

the Mist GC 600 compressor and placing the amount in a regulatory asset that 6 

would be recovered as a separate tariff for eight years earning interest at 7 

4.499 percent.3 CUB estimates the undepreciated investment to be 8 

$14.2 million to represent the 26 years of useful life remaining in rate base, but 9 

invites the Company to make adjustments to this value to account for differing 10 

inputs into the calculation.4 NW Natural clarified that under its accounting, Mist 11 

GC 600 is assigned the asset group’s average life rather than the asset’s 12 

actual life at retirement, bringing the net book value to $6.3 million. Staff has 13 

used the Company’s updated value in the adjustment in Table 1. 14 

 
3  CUB/200, Jenks/10-11. 
4  CUB/200, Jenks/10, lines 8-11. 
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Q. Does the Company agree with Staff’s or CUB’s position to move Mist 1 

assets out of rate base? 2 

A. No. The Company points to the current practice of group depreciation and the 3 

impracticality of tracking individual assets under unit depreciation as reasons to 4 

not remove the Mist assets from rate base as CUB and Staff proposed.5 NW 5 

Natural does note that if the Commission determines a regulatory asset should 6 

be created for the Mist assets, it should be amortized over five years at 7 

[BEGIN CONFIDENTIAL]  8 

 [END CONFIDENTIAL].6 9 

Q. Why does Staff continue to disagree with NW Natural’s arguments to 10 

keep these Mist assets in rate base?  11 

A. Debating whether group or unit depreciation should have been applied to the 12 

assets is tertiary to the reality that (1) the Company would be earning a return 13 

on the assets that are no longer used and useful, violating ORS 757.355, and 14 

(2) the assets are being retired in half the time as the group depreciable life. If 15 

assets are accounted for under group depreciation, retiring multiple assets 16 

drastically earlier than their depreciable life appears to be to the detriment of 17 

ratepayers or simply incongruous at best. 18 

Staff continues to recommend that the Mist assets be removed from rate 19 

base, as noted in Table 1. Staff recommends that the assets be amortized as 20 

 
5  NW Natural/500, Faulk- Spanos-Walker, 15-37. 
6  NW Natural/500, Faulk- Spanos-Walker, 36. 
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CUB proposes over eight years, at the [BEGIN CONFIDENTIAL]  1 

 [END CONFIDENITAL] calculated by NW Natural. 2 



Docket No: UG 527 and UG 528 Staff/400 
 Bolton/8 

 

ISSUE 2. COOS COUNTY PIPELINE LANDSLIDE MITIGATION 1 

Q. What was the Company’s initial request regarding landslide mitigation 2 

for the Coos County Pipeline?  3 

A. The Company requested recovery of $12.2 million to address three slide areas. 4 

NW Natural identified two of the projects, the Mile 98 slide and the Coquille 5 

River project, both with cost estimates at $4 million. Although NW Natural 6 

testified that it planned a third project, it could not identify the site or particulars 7 

other than the cost estimate of $4.2 million.  8 

Q. Did Staff examine the cost estimates when preparing initial testimony? 9 

A. Staff requested detailed cost estimates from the Company. NW Natural 10 

responded that detailed cost estimates would be provided in Rebuttal 11 

Testimony.7 12 

Q. Did the Company provide detailed cost estimates in their rebuttal 13 

testimony, and has Staff examined them? 14 

A. The Company provided detailed estimates in response to Staff DR 61. The 15 

Mile 98 estimate is as provided in Staff Exhibit 402 and is summarized below in 16 

Table 2.   17 

 
7  See Staff/102, Drennan/14, NW Natural Response to Staff DR 30.. 
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[BEGIN CONFIDENTIAL] 1 

Table 2: Mile 98 Cost Estimate8 2 

3 

[END CONFIDENTIAL] 4 

The Company’s estimate for the Coquille River Project is contained in Table 3 5 

below.  6 

[BEGIN CONFIDENTIAL] 7 

Table 3: Coquille River Project Cost Estimate9 8 

9 

[END CONFIDENTIAL] 10 

The Company has still not provided detailed estimates related to the third to-11 

be-identified project. 12 

Q. What is Staff’s recommendation regarding the landslide mitigation 13 

projects?  14 

 
8  Staff/402, Bolton/1, NW Natural Confidential Response to Staff DR 61 Attach 1, Mile 98 Cost 

Estimate. 
9  Staff/403, Bolton/1, NW Natural Confidential Response to Staff DR 61 Attach 2, Coquille River 

Project Cost Estimate. 
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A. After reviewing the Mile 98 and Coquille River Project estimates, Staff believes 1 

that the Company includes excessive costs in certain categories for each 2 

project, primarily [BEGIN CONFIDENTIAL]  [END 3 

CONFIDENTIAL] costs. It is not clear to Staff at this point whether these cost 4 

categories are necessary. Staff also notes the Company is requesting recovery 5 

for these projects while Commission Order No. 26-035 expressed that the 6 

Company should consider non-pipes alternatives, stranded asset risk, and 7 

pace of repairs. Balancing questions surrounding these factors and alternatives 8 

with the safety risks of landslide mitigation, Staff believes NW Natural should 9 

be responsible to contain these project costs while examining the optimal path 10 

forward regarding the Coos County pipeline.  11 

Staff also recommends that NW Natural reduce the cost of these pipeline 12 

landslide mitigation projects by the approximately $2 million received from 13 

Coos County as part of the transaction for the Coos County Pipeline. While NW 14 

Natural discusses using this money to offset Coos County Pipeline repair costs 15 

more generally,10 Staff recommends applying the $2 million to these landslide 16 

mitigation projects specifically and believes this should be considered sufficient 17 

to repay the Coos County share of the initial distribution system. 18 

Staff recommends an adjustment of $(1,000,000) to remove [BEGIN 19 

CONFIDENTIAL]  [END CONFIDENTIAL] costs 20 

associated with these two projects, an adjustment of ($4,200,000) to remove 21 

the unidentified project site in NW Natural’s request, and an adjustment of 22 

 
10  NW Natural/600, Wyman/28. 
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($2,000,000) to account for the funds received from Coos County. In total, 1 

Staff’s recommendation results in $5.0 million in recovery for the Company’s 2 

landslide mitigation projects in this filing compared to the Company’s requested 3 

$12.2 million. 4 
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ISSUE 3. IT&S AND NON-IT&S ACCUMULATED DEPRECIATION 1 

Q. Please describe the difference in treatment between IT&S and Non-2 

IT&S depreciation in the ARM.  3 

A. As AWEC noted in its opening testimony, NW Natural considered accumulated 4 

depreciation for IT&S capital additions in the ARM forecast as well as the 5 

incremental depreciation for existing IT&S projects in service on October 31, 6 

2025. However, the Company left out the Horizon and Bloodhound projects, 7 

two major investments with associated depreciation.11 NW Natural states these 8 

projects were left out because the FERC subaccounts they are a part of did not 9 

include any forecasted capital additions like other IT&S FERC accounts did.12   10 

This differs from how the Company treated non-IT&S projects, where NW 11 

Natural only included accumulated depreciation associated with capital 12 

additions in the forecast, excluding any incremental depreciation on existing 13 

plant.  14 

Q. What did AWEC recommend to address accumulated depreciation?  15 

A. AWEC recommended that accumulated depreciation include the Horizon and 16 

Bloodhound projects, decreasing ARM revenue by $971,000. AWEC also 17 

proposed that all incremental accumulated depreciation for existing non-IT&S 18 

plant in service as of October 31, 2025, be included as a percentage of total 19 

capital additions in the ARM. The inclusion of all accumulated depreciation for 20 

existing non-IT&S plant in service decreases ARM revenue by $6,136,000.13 21 

 
11  AWEC/100, Mullins/9. 
12  NW Natural/300, Kravitz-Siores-Walker/63. 
13  AWEC/100, Mullins/8-12. 
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Q. What does Staff recommend in response to AWEC’s proposal?  1 

A. Staff agrees that the Horizon and Bloodhound projects should be included in 2 

accumulated depreciation. Given that IT&S investments typically depreciate 3 

rapidly and share similar useful lives, it does not appear consistent or fair to 4 

include incremental accumulated depreciation on nearly all existing IT&S 5 

investment while excluding two major projects, leaving customers with less 6 

benefit from depreciation while taking on further capital costs in rates.  7 

For non-IT&S costs however, Staff is not as convinced that including 8 

incremental accumulated depreciation for existing plant is reasonable as 9 

proposed by AWEC. AWEC’s proposal to apply a flat percentage across all 10 

non-IT&S plant does not consider the differing depreciable lives and 11 

characteristics of wide-ranging groups of assets, nor the variability of remaining 12 

depreciable lives associated with different asset ages. Contrary to IT&S assets 13 

that are more readily grouped based on depreciation characteristics, all other 14 

non-IT&S plant introduces more granularity and complexity between accounts 15 

that AWEC’s proposal does not capture. Staff does not support AWEC’s 16 

approach at this time given the lack of nuance across such a large array of 17 

plant categories. Staff is also not convinced that AWEC’s proposal 18 

appropriately balances regulatory lag between the utility and customer given 19 

the scope of capital additions proposed in an ARM. A static percentage across 20 

all plant in service, including all plant that is not included in the ARM for 21 

recovery, does not sufficiently tie to the costs and benefits of the additions 22 

proposed in the ARM.  23 
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Q. What adjustment does Staff support?  1 

A. By including the accumulated depreciation of Horizon and Bloodhound, Staff 2 

supports AWEC’s IT&S depreciation adjustment of ($971,000) to ARM 3 

revenues. 4 
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ISSUE 4. METER MODERNIZATION 1 

Q. How did the Company recalculate Staff’s meter modernization 2 

adjustment?  3 

A. Staff originally recommended reducing the Company’s MMP investment by 4 

[BEGIN CONFIDENTIAL]  [END CONFIDENTIAL] as a 5 

disallowance for imprudent investments in cellular meters when less costly 6 

diaphragm meters could have been selected.14 NW Natural corrected some of 7 

the assumptions used in the adjustment, clarifying that Staff inadvertently 8 

included meters that were not requested for cost recovery in this ARM, and that 9 

the costs of encoder transmitter receivers (ERTs) had not been included in the 10 

installation costs for diaphragm meters. Recalculating Staff’s adjustment brings 11 

the disallowance to [BEGIN CONFIDENTIAL]  [END 12 

CONFIDENTIAL] resulting in an MMP investment of [BEGIN CONFIDENTIAL] 13 

 [END CONFIDENTIAL]. Staff alters its original recommendation 14 

to account for this recalculated adjustment and agrees with the updated 15 

assumptions on ERT costs and meter counts included for recovery in this case. 16 

However, despite this recalculation, the Company does not agree that any 17 

downward adjustment is necessary to the MMP. 18 

Q. Why does the Company disagree with Staff’s reasoning for the 19 

disallowance?  20 

A. NW Natural provides several claims in opposition to Staff’s concerns:  21 

 
14  Staff/200, Bolton/3-9. 
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1. Refurbishing diaphragm meters are not as cost effective in the long run.15 1 

2. PCC meters cannot be fixed to be more accurate to extend their useful life.16 2 

3. OAR 860-023-001517 and NW Natural’s tariff, Schedule M, do not allow the 3 

Company to slow the pace of the MMP.18 4 

4. Meters are not at risk to become stranded assets due to electrification.19 5 

5. The Company made decisions based not only on cost but supply chains, 6 

meter diversity, and safety benefits.20 7 

Q. How does Staff respond to the Company’s claims?  8 

A. Regardless of the Company’s points regarding cost effectiveness of 9 

refurbishment and warranties, stranded asset risk, and supply chain 10 

constraints, Staff is concerned about the Company’s perceived lack of recourse 11 

that Schedule M purportedly imposes. If supply chains cause certain meter 12 

types to be unavailable, Staff questions why the Company could not submit a 13 

filing to the Commission with changes to Schedule M to allow more time to 14 

install meters beyond the four-year period currently in the tariff. This kind of 15 

change could provide more time until a cheaper diaphragm meter is available, 16 

while still meeting the requirements of OAR 860-023-0015 since the meter will 17 

not be allowed to remain in service once the Company has replaced it 18 

according to the allowable time under Schedule M.  19 

 
15  NW Natural/400, Kizer-Karney-Pipes/22-23. 
16  NW Natural/400, Kizer-Karney-Pipes/26. 
17  OAR 860-023-0015 states that “[n]o meter will be placed in service or be allowed to remain in 

service which has an error in registration in excess of two percent under conditions of normal 
operation.”  

18  NW Natural/400, Kizer-Karney-Pipes/27.  
19  NW Natural/400, Kizer-Karney-Pipes/29-30. 
20  NW Natural/400, Kizer-Karney-Pipes/31-32. 
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 Additionally, Staff clarifies that it is not opposed to meter diversity. In fact, 1 

Staff’s adjustment was designed to allow for meter diversity by only removing 2 

some, not all, cellular meters from the Company’s replacement plan. Staff 3 

believes the Company could still diversify its meter fleet while reducing the 4 

portion of cellular meters it chose as replacements, lowering total cost.  5 

Q. What is Staff’s updated recommendation?  6 

A. As noted above, Staff still is recommending an adjustment to the Company’s 7 

MMP costs, but is reducing that adjustment to [BEGIN CONFIDENTIAL] 8 

[END CONFIDENTIAL] of rate base. Staff believes this represents a 9 

more balanced cost for meter selection given the circumstances NW Natural 10 

has described when contemplating the MMP.11 
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ISSUE 5. MISCELLANEOUS 1 

Q. Did the Company respond to Staff’s earnings test recommendation?21  2 

A. The Company stated that recovery under the ARM  should not be subject to an 3 

earnings test and that it has been unable to earn its authorized return on equity 4 

for the previous six years,22 seemingly implying that overearning would be 5 

unlikely given the regulatory environment the Company operates in. Given the 6 

limited scope of the ARM, Staff is still concerned that not having access to all 7 

the utility’s costs in the case increases the risk of overearning.  Even assuming 8 

for the sake of argument that NW Natural has underearned in past years, the 9 

reality of the smaller scope of costs in an ARM necessitates an earnings test 10 

as a safeguard.  11 

Staff continues to recommend that the earnings be capped at the 12 

authorized ROE, which NW Natural agreed to should the Commission decide 13 

to require an earnings test.23 Staff believes this is sufficient to prevent 14 

overearning and detriment to customers. 15 

Q. Did the Company respond to Staff’s attestation recommendation?  16 

A. Yes. Staff recommended NW Natural be required to submit an officer 17 

attestation for all capital projects included in this ARM that cost over $1 million. 18 

The Company agreed to this recommendation and noted that all capital 19 

 
21  See Staff/100, Drennan/29.Staff recommended an earnings test for the ARM with earnings 

capped at the authorized return on equity (ROE). If the Company earns more than its annual 
rate of return, recovery should be adjusted to only allow up to the rate of return. Staff also 
recommended a deferral be set up to track the revenues collected in the ARM and allow for a 
refund opportunity if actual earnings exceed ROE. 

22  NW Natural/300, Kravitz-Siores-Walker/50-51. 
23  NW Natural/300, Kravitz-Siores-Walker/52, lines 14-18. 
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projects subject to the attestation will be capped at the amount initially included 1 

in the ARM on a project-by-project basis. 2 

Q. Did the Company respond to Staff’s discussion of The Dalles Resource 3 

Center (RC)?  4 

A. Yes. The Company took exception to Staff’s finding that NW Natural had 5 

waited ten years to address seismic concerns and explained that NW Natural 6 

has taken safety and resiliency for its facilities seriously as a topic in each of its 7 

last five rate cases. The Company also specifies that The Dalles is not in the 8 

direct impact area of a Cascadia subduction zone earthquake but still has fault 9 

lines that run through the area, making system resiliency a major driver of the 10 

project.24 Staff does not see an issue with the strategy NW Natural has 11 

enacted for The Dalles RC investment in this ARM and does not believe the 12 

costs associated with the facility warrant any disallowance at this time.   13 

Q. Does this conclude your testimony? 14 

A. Yes.15 

 
24  NW Natural/400, Kizer-Karney-Pipes/36. 
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Rates & Regulatory Affairs 

UG 527 
NW Natural Alternative Rate Mechanism 

Data Request Response 
 

Request No.: UG 527 OPUC DR 56 

Please provide the gross plant amounts for assets being replaced in the following: 

a. Mist GC600 Turbine Compressor 
b. Mist Main Power Feeder Replacement Project 
c. Mist Well Separator Replacement Program 

 
Response: 

The gross plant amounts for the following projects are located in “UG 527 – Exh 101 
– WP2 – Gross Plant and Accum Deprec – CONFIDENTIAL” within the 
“Additions_RAW (C)” tab. The amounts on this tab are system totals. For FERC 
accounts that are allocated between Oregon and Washington, the “FM – CMN – 
State” field in column “G” should not be used. All Mist assets are allocated between 
the two states, so the total of the “CWIP – Total Book – Closing” field in column “I” 
should be multiplied by the Firm Delivered Volume allocation factor of 88.96% for 
Oregon. The following table provides the Oregon allocated gross plant amounts of 
the projects being placed in service: 

 

Project Gross Plant Amount (Oregon Allocated) 

Mist GC 600 $11,193,999 

Mist Main Power Feeder Replacement 
Project 

$3,944,539 

Mist Well Separator Replacement Program $1,089,409 

 
Amended Response: 

 

After a discussion with Commission Staff, the intent of this data request was to 
gather the gross plant for assets that are currently in service and will be replaced by 
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the projects listed above. The following table includes the gross asset values that will 
be used when these assets are retired: 

 

Project Gross Plant Amount (System) 

 Mist GC 600   $7,309,198 

  

 Mist Well Separator Replacement Program   Estimated $100,000* 

*Due to the age of these assets the asset records aren’t as clear and these are the 
estimates provided by Engineering which align with the asset records in Powerplan. 
 
Please note that the Company’s amended response does not include the Mist Main 
Power Feeder Replacement Project. The Company has subsequently determined 
that this project will not be in-service by October 31, 2026 and, therefore, plans to 
remove the project from the ARM. Therefore there is no need to amend the 
Company’s response with respect to that project. 
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Q. Please state your name, occupation, and business address. 1 

A. My name is Will Wheeler.  I am a Senior Economist employed in the Energy 2 

Program of the Public Utility Commission of Oregon (OPUC).  My business 3 

address is 201 High Street SE, Suite 100, Salem, Oregon 97301.  4 

Q. Have you previously provided testimony in this case? 5 

A. Yes. My Opening Testimony is found in Exhibit Staff/300 and my Witness 6 

Qualifications Statement is provided in Exhibit Staff/301. 7 

Q. What is the purpose of your testimony? 8 

A. I respond to the Opening Testimony of the Oregon Citizens’ Utility Board (CUB) 9 

and the Alliance of Western Energy Consumers (AWEC) as well as the Reply 10 

Testimony of Northwest Natural Gas Company (NWN, NW Natural, or 11 

Company) on the topics of the Coos County Charge and rate spread. 12 

Q. Did you prepare any additional exhibits for this testimony? 13 

A. No.   14 

Q. How is your testimony organized? 15 

A. My testimony is organized as follows: 16 

Issue 1. Coos County Charge ..................................................................... 2 17 
Issue 2. Rate Spread .................................................................................. 8 18 
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ISSUE 1. COOS COUNTY CHARGE 1 

Q. Please summarize the costs associated with the Coos County charge. 2 

A. The Coos County charge, Schedule 160, was created as a result of the 3 

Second Stipulation in UG 152 in order to help cover the Operations & 4 

Maintenance (O&M) costs of the at-that-time County-owned pipeline and 5 

pay back the Coos County share, a $1.6 million sum representing the initial 6 

cost of the Coos County Distribution System (CCDS) that was the 7 

responsibility of Coos County ratepayers but was instead incorporated into 8 

rate base to later be paid back via Schedule 160. Due to their being less 9 

load than initially forecasted, Schedule 160 never collected enough revenue 10 

to pay back the Coos County share. In Docket No. UM 2419, the 11 

Commission approved the Company’s request to defer O&M expenses and 12 

Schedule 160 revenues, which NW Natural had filed as part of its plans to 13 

acquire the pipeline. In that docket, the Company estimated that O&M 14 

expenses for the 2026 calendar year would be approximately $1.3 million.1 15 

In this proceeding, the Company has requested recovery for $12.2 million of 16 

new gross plant for landslide mitigation projects on the pipeline. 17 

Q. Please summarize Staff’s position on the Coos County Charge in 18 

Opening Testimony. 19 

A. Staff recommended that the Commission set the Coos County Charge, 20 

Schedule 160, at 10 cents per therm for sales customers and 3.1 cents per 21 

therm for transportation customers. Staff recommended that this schedule be 22 

 
1  UM 2419 Staff Report, page 5. 
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eliminated after five years, at which point Coos County customers will be 1 

treated like any other customers on the Company’s system. Staff argued this 2 

recommendation offers a balanced approach that recognizes the cost 3 

allocation decided on in UG 152, the unique nature of the Coos County pipeline 4 

as a Company asset with O&M costs that are fungible with costs caused over 5 

the entire system, and the position that Coos County customers should not 6 

have to differentially pay for their service in perpetuity. 7 

Q. Did other parties make recommendations for the Coos County Charge 8 

in Opening Testimony? 9 

A. Yes. CUB recommended that Schedule 160 be maintained and updated for 10 

inflation to 3.55 cents per therm. CUB did not specify an end date for the 11 

charge but did specify that the charge should be updated for inflation in every 12 

GRC.2 AWEC recommended maintaining the charge at 2 cents per therm for 13 

the time being, not specifying an end date.3 14 

Q. How did NW Natural respond to Staff’s and Intervenors’ 15 

recommendations for the Coos County Charge? 16 

A. The Company reasserted its recommendation that Schedule 160 be 17 

eliminated.4 NW Natural modified its rationale for removing the charge to 18 

include the application of roughly $2 million in funds transferred from Coos 19 

County as an offset to the rate base of its Coos County Pipeline repair projects 20 

 
2  CUB/300, Jenks-Dougan/30. 
3  AWEC/100, Mullins/14. 
4  NW Natural/600, Wyman/26. 
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in this case, arguing that this more than offsets the Coos County customers’ 1 

$1.6 million share of the Coos County Distribution System (CCDS).5  2 

The Company criticized Staff’s proposal for putting too large of a burden on 3 

a rural environmental justice community and risking rate shock for these 4 

customers. NW Natural also disagreed with Staff’s recommendation to extend 5 

Schedule 160 to transportation customers, stating that such an increase is not 6 

necessary because of the $2 million transferred from the County.6  7 

The Company criticized CUB’s and AWEC’s proposals for not having 8 

defined end dates, arguing that this allows a complex and inequitable rate 9 

design to persist for years or decades in the future.7 NW Natural offered a 10 

conditional recommendation that if the Commission were to determine that the 11 

$2 million from Coos County does not justify the elimination of Schedule 160, 12 

the charge should be maintained at its current level and eliminated after five 13 

years.8 14 

Q. Does Staff think that it is fair to apply the $2 million from Coos County 15 

to offset the rate base associated with pipeline repair projects in this 16 

case? 17 

A. Yes. Staff inquired in discovery about the status of these funds and whether 18 

they could be used by NW Natural for the proposed landslide mitigation 19 

projects. At the time, NW Natural was uncertain, and Staff is glad to hear that 20 

 
5  NW Natural/600, Wyman/28. 
6  NW Natural/600, Wyman/31-33. 
7  NW Natural/600, Wyman/35. 
8  NW Natural/600, Wyman/36. 
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those funds will still be available for landslide mitigation after the transfer of 1 

pipeline ownership. 2 

Q. Does Staff agree with the Company that the $2 million transferred from 3 

the County removes obligations Coos County ratepayers have in 4 

paying the $1.6 million share in the CCDS? 5 

A. Yes. Staff believes this is a fair treatment of County ratepayers’ share of the 6 

initial investment in the CCDS. In applying the $2 million in County funds as an 7 

offset to the landslide mitigation projects in the case, the County is providing 8 

sufficient funds that benefit statewide ratepayers to effectively repay the portion 9 

of the CCDS that statewide ratepayers paid on behalf of Coos County as the 10 

result of the second stipulation in UG 152. Staff recommends that the 11 

Commission consider the Coos County share repaid. 12 

Q. Considering the $2 million transfer for landslide mitigation projects, 13 

does Staff modify its recommendation for Schedule 160? 14 

A. Yes. Staff’s recommendation was a balanced approach that sought to collect 15 

enough funds to pay down the Coos County share and cover a portion of the 16 

landslide mitigation projects in this case. Given that this $2 million is sufficient 17 

to repay the Coos County share and effectively reduces the cost of those 18 

projects to ratepayers, it is justifiable for Schedule 160 not to increase as Staff 19 

originally proposed. However, the $2 million from the County does not cover 20 

the bulk of the landslide mitigation costs and Staff believes it would be fair to 21 

continue to surcharge Coos County customers for a limited time to help offset 22 

these costs. Staff recommends maintaining the Coos County charges at their 23 
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current level, 2 cents per therm for sales customers and 1.271 cents per therm 1 

for transportation customers, for five years, after which these charges should 2 

be eliminated. The revenues from this modified recommendation, when 3 

combined with the $2 million in funds from the County, cover a similar amount 4 

of the pipeline costs as Staff’s original recommendation. 5 

Q. How does Staff respond to the Company’s claims that Staff’s proposal 6 

could result in rate shock for customers? 7 

A. Staff considers rate shock in all of its rate spread and rate design 8 

recommendations, but that consideration does not imply strict bounds on every 9 

rate change. NW Natural itself has acknowledged the difficulty of this situation 10 

as it relates to the rate impact on Coos County customers, reporting in its initial 11 

ADV 1789 filing an average bill impact of 37.2 percent for residential customers 12 

if the landslide costs were all placed on Coos County customers.9 Staff 13 

presented in its Opening Testimony an analysis of how much revenue various 14 

values for Schedule 160 would generate and acknowledged that placing the full 15 

cost of these landslide projects on Coos County customers would be overly 16 

burdensome. Staff’s proposal represented a balanced approach, and now that 17 

additional information about the County funds merits maintaining Coos County 18 

charges rather than raising them, there is even less concern of rate shock. 19 

Q. How does Staff respond to the Company’s claims that maintaining the 20 

charge places an undue burden on Coos County customers? 21 

 
9  ADV 1789 Initial Filing, page 7. 
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A. Coos County customers already faced a burden for this landslide work. In the 1 

absence of the ownership transfer, this work would have been the obligation of 2 

the County, and these customers would have faced these costs through some 3 

other means, whether that be taxes collected to fund the work or the risks they 4 

faced if the work wasn’t done. Staff’s proposal represents a balanced approach 5 

that collects revenue to contribute to a portion of the landslide mitigation 6 

projects without placing the full cost of those projects on Coos County 7 

customers. 8 

Q. Is it fair to extend Schedule 160 to transportation customers? 9 

A. Yes. Similar to sales customers, transportation customers in Coos County 10 

already faced landslide costs with Coos County as owner of the pipeline. If 11 

sales customers are being charged to cover some portion of the landslide 12 

costs, as Staff proposes, so too should transportation customers.  13 

Q. Is it important for the Coos County charge to have a sunset date? 14 

A. Yes. Staff reiterates its position from Opening Testimony that that while there is 15 

good reason to continue the Coos County charge for a limited period, 16 

continuing to charge it indefinitely would be unfair to Coos County ratepayers 17 

who are otherwise incorporated into the Company’s broader service territory. 18 
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ISSUE 2. RATE SPREAD 1 

Q. Please summarize Staff’s recommendation for rate spread from 2 

Opening Testimony. 3 

A. Staff recommended spreading Coos County landslide project revenue 4 

requirement based on the throughput of residential, commercial, and industrial 5 

users of the pipeline, noting that residential users have much lower volumes as 6 

compared to customers across the system. Staff recommended that all other 7 

revenue requirement be spread on an equal percent of margin, noting that no 8 

cost study was performed in this docket and the UG 520 rate spread that the 9 

Company proposed to re-implement here was a product of settlement.  10 

Q. Did any intervenors provide recommendations for rate spread in 11 

Opening Testimony? 12 

A. Yes. CUB argued that if any Coos county landslide costs are to be collected 13 

from ratepayers, those costs should be spread based on those schedules’ 14 

share of load on the pipeline.10 CUB also recommends that if there are 15 

remaining costs associated with the Coos County share not paid by the 16 

Schedule 160, these costs should be allocated to customer classes based on 17 

each class’s share of the load in Coos County.11 18 

Q. How did NW Natural respond to Staff and Intervenors’ 19 

recommendations for rate spread? 20 

 
10  CUB/300, Jenks-Dougan/28. 
11  CUB/300, Jenks-Dougan/30. 
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A. The Company reasserted its initial recommendation to use the UG 520 rate 1 

spread for all revenue requirement in this case.12 Regarding spreading non-2 

landslide costs on an equal percent of margin basis, NW Natural defended its 3 

use of the UG 520 rate spread by stating that it was “… (1) responsive to the 4 

results of the Company’s Long Run Incremental Cost (“LRIC”) study filed in 5 

that proceeding; and (2) a product of compromise among all parties to that 6 

proceeding regarding the appropriate allocation of costs to all rate classes.”13 7 

Regarding the allocation of landslide costs, the Company takes issue with 8 

using throughput to allocate transmission pipeline costs based on geographical 9 

location,14 disputes that large volume customers are a primary hurdle for 10 

pursuing non-pipes alternatives,15 and argues that the residential class has 11 

peakier usage and therefore is more responsible for pipeline costs than 12 

throughput alone suggests.16 13 

Q. Does the fact that parties agreed on rate spread in UG 520 imply that it 14 

is the proper rate spread to use here? 15 

A. No. While it was a compromise among parties for the purposes of settlement, it 16 

was negotiated in the context of that larger rate case and not in the context of 17 

this ARM. While NW natural points to this stipulation as providing reason for its 18 

rate spread recommendation, it also disputes the usefulness of settlement 19 

agreements in determining outcomes in this case. In the context of the GC 600 20 

 
12  NW Natural/600, Wyman/53. 
13  NW Natural/600, Wyman/45. 
14  NW Natural/600, Wyman/50. 
15  NW Natural/600, Wyman/51. 
16  NW Natural/600, Wyman/53. 



Docket No: UG 527 and UG 528 Staff/500 
 Wheeler/10 

 

compressor and the UG 520 stipulation regarding the GC 500 compressor, the 1 

Company states, “[i]t is well established that settlements are non-precedential, 2 

and the stipulation by its own terms does not purport to control any future 3 

proceeding. In docket UG 520, the parties to the First Partial Settlement 4 

reached agreement for the sake of compromise.”17 5 

Q. Is it fair to apply the UG 520 rate spread in this case? 6 

A. No. One of the primary principles the Company points to in justifying its rate 7 

spread proposal is its responsibility to provide equal and equitable service.18 8 

But the UG 520 rate spread applies a greater-than-average increase to 9 

residential customers and a lower-than-average increase to large volume 10 

customers despite the fact that some of the assets being added to rate base 11 

are used far less by residential customers and far more by large volume 12 

customers. NW Natural’s proposal ignores plain and significant differences in 13 

how some of the new assets are being used and instead relies upon a 14 

methodology reached by stipulation based on a disputed cost study that was 15 

completed before the Coos County pipeline was even a part of the Company’s 16 

system.    17 

Q. Is it reasonable to consider the relative throughput of Coos County 18 

customer classes in determining the rate spread for this case? 19 

A. Yes. While Staff agrees that throughput alone is not an ideal metric to estimate 20 

the relative cost causation of different classes for a transmission pipeline, that 21 

 
17  NW Natural/500, Faulk-Spanos-Walker/29. 
18  NW Natural/600, Wyman/2. 
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information is what was available to Staff and intervenors, with both CUB and 1 

Staff noting the large discrepancies relative to the rest of the system. Even 2 

though residential users may have peakier usage and lower load factors 3 

(though this may be less substantial in the milder climate on the coast), the 4 

lower level of overall throughput would likely indicate lower overall use of the 5 

pipeline capacity. 6 

Q. What alternative to throughput did NW Natural state would be a better 7 

metric to use for cost allocation?  8 

A. The Company states, “[u]sing a peak and average method for cost allocation 9 

ensures that seasonal peak capacity utilization is appropriately accounted for; 10 

peak capacity utilization allocation cannot be achieved using only average 11 

annual throughput.”19 NW Natural did not provide an estimate of what this 12 

allocator would be for the utilization of the Coos County pipeline, instead just 13 

referencing that residential customers have lower load factors than commercial 14 

and industrial customers, implying that a peak and average allocator would 15 

allocate more costs to that class than an allocation based on throughput alone. 16 

Q. What are the estimated design day load factors for schedules that 17 

receive service in Coos County and how would those impact a peak 18 

and average allocator? 19 

A. Staff does not have information about the design day load factors of Coos 20 

County customers specifically, but the Company did estimate load factors for 21 

statewide customer classes in UG 520. A peak and average allocator 22 

 
19  NW Natural/600, Wyman/53. 
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combines that information with throughput demand to determine an allocation 1 

that takes into account average and peak use of the asset. Table 1, below, 2 

presents the three-year historical average of annual volumes of Coos County 3 

schedules,20 the estimated design day load factors of those schedules from 4 

UG 520,21 and the peak and average allocator that results from applying the 5 

same methodology that the Company used in its UG 520 LRIC study. 6 

TABLE 1. COOS COUNTY PEAK AND AVERAGE ALLOCATOR  7 

 

Table 1 shows that using a peak and average allocator does result in more 8 

costs being allocated to low load factor schedules like residential customers. 9 

However, the allocator is also dependent upon average usage, which for the 10 

 
20  Staff/300, Wheeler/18. 
21  UG 520, NW Natural/1601, Wyman/1. 
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customers served by the Coos County pipeline, is much different than 1 

statewide usage. Staff’s Opening Testimony proposal allocated Coos County 2 

pipeline costs based primarily on throughput and would have resulted in 3 

approximately 14 percent of those costs being allocated to residential 4 

customers. Using a peak and average allocator results in a residential 5 

allocation of 22.1 percent. In contrast, NW Natural’s rate spread proposal, 6 

which it reasserted in its Reply Testimony, allocates 69.2 percent of all costs, 7 

including Coos County pipeline costs, to residential customers. Staff believes 8 

the Company’s proposal is inequitable and does not adequately take into 9 

account how various schedules cause the costs of the Coos County pipeline. 10 

Q. Does Staff have an update to its rate spread recommendation? 11 

A. Yes. In response to concerns about using throughput alone to allocate Coos 12 

County pipeline costs, Staff recommends that those costs instead be allocated 13 

using the peak and average allocator presented in Table 1. Staff’s 14 

recommendation is otherwise unchanged. That is, Staff recommends 15 

spreading Coos County pipeline costs using the peak and average allocator 16 

above, spreading all other costs on an equal percent of margin basis, and 17 

implementing a cap at 1.75 times the average margin increase, with any 18 

excess revenue requirement being redistributed among the classes with the 19 

lowest rate increases. 20 

Q. Does this conclude your testimony? 21 

A. Yes.  22 
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