ORDER NO. 25-420

ENTERED Oct 24 2025

BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON
UG 520
In the Matter of

NORTHWEST NATURAL GAS ORDER
COMPANY, dba NW NATURAL,

Request for a General Rate Revision.

DISPOSITION: FIRST, SECOND, AND THIRD PARTIAL STIPULATIONS
ADOPTED; APPLICATION FOR A GENERAL RATE REVISION
APPROVED AS REVISED

I. SUMMARY

This order addresses the request for a rate revision filed by Northwest Natural Gas
Company, dba NW Natural. In this order, we address disputes regarding the company’s
treatment of retirement of certain assets due to electrification, the Oregon-Low Income
Energy Efficiency (OLIEE) program funds for heat pumps, and non-pipe alternatives
(NPA), including targeting electrification and thermal energy networks (TENs). We also
address three partial stipulations resolving issues including the revenue requirement, rate
spread, and cost of capital.

We adopt the three partial stipulations and appreciate the parties’ hard work to reach a
compromise that reduced the revenue requirement by $37.991 million from NW
Natural’s requested increase of approximately $59.3 million. The stipulations resolve
several issues and result in a revenue requirement increase of approximately $21.315
million.! The remaining issues involve questions of policy related to electrification and
do not affect the revenue requirement.

! The revenue requirement set forth in the second partial stipulation assumed that all capital projects
included in the revenue requirements are in service as of October 31, 2025. As part of the stipulation,
discussed in detail below, the company agreed to file attestations identifying any capital projects forecast to
cost over $1 million that will not be in service by October 30, 2025, and the final revenue requirement
amount may decrease based on these attestations.



ORDER NO. 25-420

On October 31, 2025, customer bills will change to reflect the outcomes of both this rate
case and the purchased gas adjustment (PGA) proceeding. The changes to general rates
associated with the stipulations and other issues addressed in this order will increase
customer bills by 2.42 percent on average. Combined with the PGA and other associated
rate adjustments occurring on October 31, 2025, bills are expected to increase by a total
of 5.53 percent on average. As a result of this general rate revision and other rate
revisions going into effect on October 31, the average residential customer will see their
bill increase by $4.38 on a monthly basis.> More precise final rate impacts will be
provided in the company's compliance filing following this order.

II. PROCEDURAL HISTORY

On December 30, 2025, NW Natural filed a request for a general rate case and Advice
No. 24-26 to become effective November 1, 2025.

Staff of the Public Utility Commission; the Oregon Citizen’s 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
(Coalition) all participated as parties to this proceeding. During the course of the
proceeding, parties filed testimony and exhibits.

The Commission held a public comment hearing remotely on March 18, 2025, for the
public to comment on NW Natural’s filing. The Commission also received numerous
written comments from members of the public.

On June 23, 2025, NW Natural, Staff, CUB, and AWEC filed a first partial stipulation
resolving a number of issues, including the revenue requirement, rate of return (ROR),
return on equity (ROE), the capital structure, and officer attestations. The first partial
stipulation identified a number of issues not resolved by the stipulation. The Coalition did
not join but did not oppose the first partial stipulation. The parties to the first partial
stipulation filed joint testimony in support of the stipulation on July 10, 2025. The first
partial stipulation is attached to this Order as Appendix A.

On July 3, 2025, NW Natural, Staff, CUB, AWEC, and the Coalition filed a second
partial stipulation. The second partial stipulation settled additional issues identified as
unresolved in the first partial stipulation, including rate spread and design, components of
the Schedule 27 dry-out rate, and certain fees in Schedule 15. On July 10, 2025, the
parties filed joint testimony in support of the second partial stipulation. The second
partial stipulation is attached to this Order as Appendix B.

2 NW Natural Response to Bench Requests Update (Oct. 15, 2025).
2
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On August 5, 2025, NW Natural, Staff, CUB, and the Coalition filed a third partial
stipulation and joint testimony in support of the stipulation. The third partial stipulation
settled additional issues identified as unresolved in the first and second partial
stipulations, including those related to the Low Income Home Energy Assistance
Program (LIHEAP), Oregon Low-Income Gas Assistance (OLGA), and hydrogen
blending research and development. AWEC did not join but did not oppose the
stipulation. On September 2, 2025, the parties to the third partial stipulation filed joint
testimony in support of the third partial stipulation. The third partial stipulation is
attached to this Order as Appendix C.

On July 16, 2025, the parties filed cross-examination statements and exhibits. No party
identified any witnesses that they sought to cross-examine, and on July 11, 2025, the
Administrative Law Judge (ALJ) issued a ruling cancelling the scheduled evidentiary
hearing. The parties filed opening briefs on August 8, 2025. Staff, CUB, the Coalition,
and AWEC filed closing briefs on August 20, 2025. NW Natural filed its closing brief on
August 29, 2025. The Commission held oral argument on September 16, 2025.

1. COMPANY FILING

In its initial filing, NW Natural proposed an increase of $59.4 million, or 5.79 percent, to
its revenue requirement. In its May 21, 2025 reply testimony, NW Natural revised the
revenue requirement to $59.3 million. NW Natural’s filing is based on a forecast test year
ending October 31, 2026 (test year). NW Natural’s filing also includes information on a
historical base year from January 1, 2024, to December 31, 2024 (base year) with
adjustments to reflect the forecasted test year. According to NW Natural, the primary
factors driving the increase include modernizing information technology and services
systems, constructing seismically secure resource centers, upgrading its distribution
system and storage operations, updating depreciation rates, and implementing a meter
modernization program.

NW Natural proposed a rate of return of 7.658 percent, based on a return on equity
(ROE) of 10.40 percent, a capital structure of 48 percent long-term debt (LTD) and
52 percent common equity, and a cost of LTD of 4.687 percent.

The company also proposed changes to its Schedule 15 rates and fees.
Iv. STIPULATIONS
A. Standard of Review

Under OAR 860-001-0350, the Commission may adopt, reject, or propose to modify a
stipulation. If the Commission proposes to modify a stipulation, the Commission must
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explain the decision and provide the parties sufficient opportunity on the record to
present evidence and argument to support the stipulation.

In reviewing a stipulation, we review to determine whether the overall result of the

stipulation results in fair, reasonable, and just rates. We review settlements on a holistic
basis to determine whether they serve the public interest and result in just and reasonable

rates.

B. First Partial Stipulation

The first partial stipulation resolves all issues among the parties except those issues
specifically excluded by the terms of the stipulation. The parties to the first partial
stipulation agree to an overall increase to NW Natural’s annual Oregon revenue
requirement of $21.315 million. This represents an overall reduction of $37.991 million

to the annual revenue requirement requested by NW Natural in its reply testimony filed

May 21, 2025.

As part of the revenue requirement, the parties to the first stipulation agree that NW
Natural will retain a capital structure of 50 percent common equity and 50 percent LTD,
an ROE of 9.50 percent, and an ROR of 7.120 percent.

The $21.315 million revenue requirement increase represents a number of adjustments to
NW Natural’s proposed revenue requirement and rate base, summarized below.

Adjustment

Description

Cash Working Capital

A reduction to the revenue requirement of
$49,000

Land Purchase Associated with the Dalles
Resource Center

A reduction to rate base of $996,000, which
results in a $90,000 reduction to the revenue
requirement

Membership and Dues Expense

A reduction to the revenue requirement of
$350,000

Meals and Entertainment Expense

A reduction to the revenue requirement of
$68,000

D&O Insurance Expense

A reduction to the revenue requirement of
$312,000

Wages and Salaries, Full-Time Employee
Adjustments, Incentives, Payroll Taxes, and
Depreciation Expense

A reduction to the revenue requirement of
$4,968,000 (including reduction to rate base
of $2,971,000, which results in a $270,000
reduction to the revenue requirement, and a
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reduction to expense in the amount of

$4,698,000)

Advertising Expense A reduction to the revenue requirement of
$123,000

Leasehold Improvements A reduction to rate base of $49,000, which
results in a $4,000 reduction to the revenue
requirement

Retirement of GC Mist Compressor A reduction to the revenue requirement of
$1,378,000

Test Year Plant Additions and Other A reduction to the revenue requirement of

Miscellaneous Adjustments $7,200,000

The parties to the first stipulation also agree to adjust NW Natural’s depreciation rates
based on the final order regarding the company’s depreciation study in docket UM 2363.
At the time the first stipulation was filed, the parties to the first stipulation estimated the
adjustment to depreciation rates would result in a reduction to the revenue requirement of
$5.278 million. On September 2, 2025, the Commission adopted a stipulation between
NW Natural, Staff, and AWEC resolving all issues regarding the company’s depreciation
study, resulting in an annual depreciation expense of approximately $149.64 million.?

The parties to the first stipulation agree that NW Natural will file officer attestations for
any project forecast to cost over $1,000,000 and to be completed by October 30, 2025,
that will actually be completed after October 30, 2025.* Any such projects that will be
completed after October 30, 2025, will be removed from rates. The parties agree that the
rate effective date will be October 31, 2025.

The parties to the first partial stipulation maintain that the stipulation provides a fair and
reasonable resolution of the issues and the resulting rates are fair, just, and reasonable.

C. Second Partial Stipulation

The second partial stipulation resolves a number of additional issues identified as
excluded from the first partial stipulation. The parties agree to a methodology for
determining the rate spread for the revenue requirement, which is set forth in
Attachments 1, 2 and 3 to Appendix B. The parties agree that prior to the company’s next

3 In the matter of Northwest Natural Gas Company, Updated Depreciation Study, Docket No. UM 2363,
Order No. 25-344 at 3 (Sept. 2, 2025).

4 NW Natural filed these attestations on October 3, 2025. NW Natural identified four projects that will not
be completed by October 31, 2025, and that will be removed from rate base.

5
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general rate case filing, NW Natural will conduct a cost-of-service study that evaluates
the system impacts of providing non-interruptible firm service to customers on
interruptible rate schedule and will hold at least one workshop prior to starting that study.
The parties also agree that NW Natural will analyze its heating degree day set points for
its residential and commercial classes prior to its next general rate case.

The parties agree that NW Natural will increase the Schedule 27 dry-out rate fixed charge
from $8.00 to $10.00 to match the Schedule 2 single family fixed charge. NW Natural
will ensure that the fixed and volumetric rate components in Schedule 27 are the same as
the fixed and volumetric rate components in Schedule 2 starting on the rate effective date
of the company’s next general rate case filing. Additionally, the parties agree that NW
Natural will increase both the administrative set-up/consultation fee and the technical
assistance fee from $100 to $145.

The parties maintain that the second partial stipulation provides a fair and reasonable
resolution of the issues and the resulting rates are fair, just, and reasonable.

D. Third Partial Stipulation

The third partial stipulation resolves additional issues identified as excluded from the first
and second partial stipulations. The parties agree that NW Natural will hold a workshop
prior to January 31, 2026, to discuss the company’s research and development spending
and implementation of Senate Bill (SB) 685.° The parties agree that the workshop will
not be necessary if the Commission opens a docket implementing SB 685 prior to
January 31, 2025. The parties agreed that NW Natural will file a report in docket UG 520
regarding its research and development spending for three years with the first report due
on May 15, 2026.

The parties agree that if LIHEAP funding for Oregon is reduced or eliminated, NW
Natural will increase OLGA funding by $1.56 million, including $1.3 million in funding
and the remainder in administrative fees. NW Natural will contact Multnomah County
Community Action Plan (CAP) agencies that administer only LIHEAP funds by

August 31, 2025, to facilitate those agencies becoming OLGA administrators.® NW
Natural will make good faith efforts to facilitate a transition for such CAP agencies that
are interested in becoming OLGA administrators. The parties also agree that once the
status of 2025-2026 program year LIHEAP funding is known, NW Natural will assess the
level of roll-over for OLGA to determine whether it should set a targeted balance roll-

5 SB 685 (2025) (requiring natural gas utilities to notify customers of and file a notice with the Commission
regarding increases to the amount of hydrogen blended with the natural gas the utility delivers or furnishes
through its distribution system).

® On September 30, 2025, NW Natural filed a status report stating that it had contacted these agencies on
September 3, 2025, and that it was in the process of scheduling meetings with the agencies.

6
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over and will make any adjustments consistent with the terms of the stipulation. NW
Natural will file a status update in dockets UG 520 and UM 2211 by September 30, 2025,
with the results and status of the LIHEAP and OLGA funds consistent with the terms of
the stipulation. If the status of LIHEAP funding for the 2025-2026 program year is still
unknown as of September 30, 2025, NW Natural will file an additional update within 14
days of a final determination on the status of 2025-2026 program year funding.’

The parties agree that NW Natural will make best efforts to work with Oregon Housing
and Community Services and the CAP agencies that the company contracts with for
OLGA and the Gas Assistance Program (GAP) administration to obtain the information
necessary for the company to auto-enroll customers into the appropriate income tier of its
bill discount program (BDP). NW Natural will file updates in dockets UG 520 and

UM 2211 on the results and status of its outreach by December 31, 2025. NW Natural
will adjust Schedule 330 to reflect that all customers receiving LIHEAP, OLGA, and/or
GAP are auto-enrolled in the income-appropriate BDP tier, to the extent the information
is available.

E. Resolution

We have reviewed the first, second, and third partial stipulations and supporting
testimony and briefs submitted by the parties. We find that the terms of the stipulations
are supported by sufficient evidence, appropriately resolve issues in this proceeding, and
will result in fair, just, and reasonable rates. We determine that the terms of the
stipulations, taken together, represent a reasonable resolution of the identified issues and
contribute to an overall settlement in the public interest. Regarding the research and
development report required by the third partial stipulation, we direct the company to file
those reports in docket RG 104 rather than filing those reports in this docket.

V. CONTESTED ISSUES
A. Introduction

The parties identified four remaining issues for litigation: the treatment of regulatory
assets for plant retired due to electrification, non-pipe alternatives, electrification and
Thermal Energy Network (TEN) pilots, and Oregon-Low Income Energy Efficiency
(OLIEE) program funds for heat pumps.

7 On September 30, 2025, NW Natural filed this report stating that the company’s understanding is that
LIHEAP funding remains in place for the 2025-2026 heating season and it therefore has not increased
OLGA funding.
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Each of these remaining issues involve the status of electrification in Oregon, as well as
policy considerations regarding electrification.

B. Regulatory Asset for Plant Retired Due to Electrification
1. Introduction

NW Natural uses a group depreciation method to account for depreciation of assets.
Group depreciation accounts for depreciations of assets by the class of asset rather than
calculating the depreciation for each individual asset. Utilities establish a depreciation
rate for each asset class based on several components, including a survivor curve that
accounts for retirements and additions to each asset class. The components and models
used to arrive at a depreciation rate incorporated into the company’s rates are typically
established in a depreciation proceeding that begins with a depreciation study filed by
NW Natural ®

CUB raises concerns about accelerated retirements on NW Natural’s system due to
electrification, noting that such assets would remain in the group depreciation accounts
beyond their retirement and continue being financed by the remaining customers at the
rate of return. CUB asserts that these assets are no longer used and useful and allowing
them to remain in the group depreciation accounts would violate ORS 757.355(1). CUB
requests that the Commission determine that asset retirement due to electrification is in
the public interest and direct NW Natural to place plant that is retired due to
electrification into a regulatory asset. These assets would be removed from their group
depreciation asset class. CUB proposes that those retired assets would earn interest at the
time value of money, which CUB states is a rate of 4.469 percent.

NW Natural, AWEC, and Staff oppose CUB’s proposal. The Coalition takes no position
on this issue.

2. Positions of the Parties
a. NW Natural

NW Natural asserts that group depreciation does not violate the used and useful standard.
NW Natural maintains that the group depreciation method depreciates assets using a
depreciation rate that is based on life characteristics, net salvage percentages, and
survivor curves that are all updated periodically. NW Natural contends that group
depreciation accounts for early retirements, as well as assets that remain in place beyond
the expected life. NW Natural states that survivor curves take into account all possible

8 See, e.g., OAR 860-027-0350; In the Matter of Northwest Natural Gas Company, Updated Depreciation
Study, Docket No. UM 2363, Order No. 25-344 (Sept. 2, 2025).

8
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causes of asset retirements. NW Natural maintains that it records retired assets when they
go out of service and will continue to do so. NW Natural contends that nothing in

ORS 757.355 prohibits the use of group depreciation, and group depreciation has been in
use for 45 years without issue.

NW Natural maintains that group depreciation will remain accurate even in the event of
significant electrification and that any issues would be addressed in the depreciation
studies. NW Natural asserts that CUB could have and should have participated in the
recent depreciation study in docket UM 2363 and raised any concerns in that proceeding.

NW Natural argues that the current situation with assets is distinguishable from the
Trojan® and PacifiCorp'? cases cited by CUB as precedent for removing assets from
group depreciation. NW Natural asserts that PacifiCorp’s meter replacement project was
a concern because of the scale of retirements all at once, and the Trojan situation
involved the complete termination of a group depreciation account. NW Natural
maintains that in the current situation, retirements are being made gradually over time.
NW Natural maintains that switching to unit depreciation would be an unprecedented
shift from industry norms, unworkably burdensome, and likely less accurate.

NW Natural contends that there is no legal or factual basis for a finding that
electrification is in the public interest. NW Natural asserts that there is no support in the
record for CUB’s claims that electrification is occurring at a significant scale or that such
significant electrification is imminent. NW Natural argues that CUB has not met its
burden to demonstrate that electrification meets the standard in ORS 757.140(2)(b),
including that there is no framework for applying the standard for hypothetical
retirements, no evidence to assess customer costs and benefits to the proposal, no
evidence that electrification will reduce emissions and some evidence that it may increase
emissions, and evidence that it may exacerbate existing resource adequacy challenges.
NW Natural maintains that CUB attempted to reframe and narrow its proposal in briefs
and that CUB’s approach to analyzing public interest is inconsistent with precedent and
inappropriate. NW Natural asserts that electrification is contrary to the public interest.

NW Natural contends that CUB’s proposal raises significant constitutional questions that
the Commission should avoid in this docket, including issues related to utilities and

9 Citizens’ Util. Bd. v. PUC, 154 Or App 702 (1998); In the Matters of the Application of Portland General
Electric Company for an Investigation into Least Cost Plan Plant Retirement, Revised Tariffs Schedules for
Electric Service in Oregon Filed by Portland General Electric Company,; and Portland General Electric
Company's Application for an Accounting Order and for Order Approving Tariff Sheets Implementing Rate
Reduction; Docket Nos. DR 10, UE 88, and UM 989, Order No. 08-487 (Sept. 30, 2008).

19 In the Matter of PacifiCorp, Request for a General Rate Revision, Docket No. UE 374, Order No. 20-
473, 91-92 (Dec. 18, 2020).
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regulatory stability, arbitrary shifts in policy, and denying investors opportunity for full
return on investments.

a. Staff

Staff asserts that it is possible that early retirement of some natural gas assets in favor of
electrification could be in the public interest in some cases, but that CUB’s proposal is
very general and potentially far reaching. Staff maintains that there is insufficient
evidence in the record to support the proposal. Staff states that it will continue to
investigate NPA in other pending investigation dockets.

Staff maintains that the statistical evidence supports that NW Natural’s residential class is
growing rather than shrinking. Staff contends that CUB’s proposal is ambiguous on how
it would determine a premise is electrified, nor is it clear how much it would cost NW
Natural to develop a system to track and account separately service pipes of customers
that electrified. Staff argues that there also is little data in the record to support the
assertion that the rate of electrification has had a material impact on the rate service pipe
is retired.

Staff argues that while HB 2021 does not control the issue of public interest here, the
factors to consider for a finding of public interest under HB 2021 are informative as to
what the Commission might consider in determining whether such retirements were in
the public interest.

b. AWEC

AWEC argues that there is insufficient evidence in the record that widespread
electrification is in the public interest and no credible, quantifiable evidence of
widespread electrification occurring on NW Natural’s system. AWEC maintains that
CUB?’s proposal is incomplete and lacks an analysis of the financial impacts on
customers. AWEC argues that the proposal may have unintended cost shifts for
customers. AWEC argues that the issue is better addressed in a separate docket that
allows for participation from all affected stakeholders. AWEC maintains that CUB is
inconsistent by arguing that electrification is in the public interest while also arguing that
the Commission should ignore the consequences of electrification.

AWEC asserts that CUB has not demonstrated that group depreciation in practice is not
just and reasonable and notes that it did not intervene in the recent depreciation study
proceeding in docket UM 2363.

10
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AWEC argues that CUB has reframed its arguments in its opening brief though it
consistently referred to “electrification in the public interest” in testimony. AWEC
maintains that even if the Commission accepts CUB’s narrowed characterization, the
Commission must still find that the underlying electrification is in the public interest to
conclude that the retirements are also in the public interest.

c. CUB

CUB contends that customers who electrify will leave behind infrastructure that is no
longer used to serve NW Natural’s customers and that becomes retired assets. CUB
asserts that ORS 757.355(1) prohibits a utility from including retired asset costs in rate
base. CUB asserts that in ORS 757.140(2), the legislature distinguished between assets
retired early due to ordinary wear, causalities, and acts of god, and those assets retired
early in the public interest. CUB maintains that these assets retired due to electrification
are not ordinary retirements recoverable under ORS 757.140(2)(a). CUB asserts that the
Commission must determine whether these retirements are in the public interest pursuant
to ORS 757.140(2) and thus recoverable at the time value of money, or whether these
retired assets are not in the public interest and the balances for those assets are
unrecoverable pursuant to ORS 757.355(1).

CUB argues that both past rate case orders and the record in this docket support a finding
that electrification is occurring on the company’s grid. CUB maintains that NW Natural’s
own data demonstrates that electrification is occurring on the system. CUB notes that as
of March 2025, NW Natural had 51 requests for service cuts, all of which said “no future
gas.”!!

CUB contends that the current group depreciation system is insufficient to address
retirements from electrification. CUB maintains that group depreciation does not account
for assets that are retired abnormally early rather than due to typical wear and tear. CUB
asserts that allowing the assets associated with such retirements to remain in rates would
allow the company to gain unlawful profit at the expense of ratepayers and shift risk from
shareholders to customers. CUB argues that group depreciation does not relieve NW
Natural of the obligation imposed by statute not to include assets not presently useful in
rates. CUB maintains that it is only proposing to remove these specific assets from group
depreciation, not to eliminate group depreciation entirely.

11 CUB Opening Brief (Revised) at 9, quoting Exhibit CUB/317.
11
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CUB maintains that NW Natural’s speculation on emissions in the electric sector are not
relevant to a finding that retirements due to electrification are in the public interest. CUB
argues that the Commission does not need to consider HB 2021 factors. CUB argues that
if the Commission does consider HB 2021 factors, the Commission should consider the
health benefits of reduced methane and air pollutants, reduced costs for customers from
electric heat pumps, and other similar benefits.

CUB asserts that it is not necessary to identify specific retired assets to be retired at this
time and that the Commission could adopt a framework that would apply once NW
Natural has identified such assets. CUB also asserts that while it is not showing the
financial impact of a specific asset retirement, customers would only pay the return of the
balance rather than both return on and return of the balance. CUB maintains that while
NW Natural’s customer base is still growing, that rate of growth is declining, which
increases the risk of stranded assets.

3. Resolution

We decline to adopt CUB’s proposal. We appreciate CUB identifying and raising a
potential issue that may arise in the event that retirements due to electrification increase
rapidly. As we explain below, however, the record is insufficient to support the requested
finding at this time, nor is there a proposal before us sufficiently developed as to be
actionable.

In the past, we have removed assets from group depreciation when there was strong
evidence that those assets no longer belonged in the group depreciation pool. We
previously found that meters PacifiCorp had replaced with advanced metering
infrastructure were retired in the public interest and removed the undepreciated balance
of those retired meters from the group depreciation account to a regulatory asset.'> These
meters, however, were replaced all at once and represented a significant number of assets
that would no longer be used and useful. Additionally, the retirement fell far outside the
norms captured by survivor curves so these assets could not be adequately accounted for
through group depreciation. The record of this proceeding, however, does not support a
determination that electrification is happening in such volume as to disrupt group
depreciation of these assets, nor that these retirements are distinct from other early asset
retirements captured by group depreciation. This record shows 51 known service cut

12 Docket No. UE 374, Order No. 20-473, 91-92.
12



ORDER NO. 25-420

requests, only ten of which specifically indicated that they were due to electrification. '
As even CUB acknowledges, NW Natural’s customer count continues to grow.'*

We note, as well, that we expect we will see any warning signs of significant retirements
due to electrification in the depreciation studies that NW Natural is required to file a
minimum of every five years.!> Additionally, NW Natural is required to file reports with
the Oregon Department of Environmental Quality as part of compliance under the CPP'6,
and we expect that these reports will also serve as another key place to identify any early
warning signs. While these reports are not provided to this Commission or are otherwise
an ordinary part of our proceedings, we note that these reports are available for staff and
parties to monitor and present in a future proceeding. Additionally, while we do not adopt
CUB’s proposal here, we are not foreclosing CUB or any other party from raising this
issue again in the future and providing evidence that retirements due to electrification
have become a significant concern and should be addressed outside of group
depreciation.

In terms of the actionability of the proposal before us, the details of a proposal need not
be fully fleshed out for the Commission to act on it. What is necessary, however, is that
the proposal be sufficiently developed that there remain no significant questions about the
feasibility and mechanics of implementation. Here, numerous questions remain regarding
how CUB’s proposal could be implemented, including what assets would be involved,
and how these assets would be distinguished and identified. We find that there remain too
many questions about how such a program would be implemented to be actionable in this
proceeding.

Finally, CUB asks us to find that electrification as presented in this case is in the public
interest. Parties raise valid arguments for and concerns with electrification of natural gas
end uses to meet CPP compliance requirements. This proposal appears primarily focused
on endogenous, total electrification, where a customer has chosen to remove all gas
service from their premises. This is distinguishable from electrification of some natural
gas end uses in a premise while retaining gas service. It is also distinguishable from
public policy or regulatory efforts to encourage or require total electrification. Parties
refer to all of these cases as ‘electrification’, however they each present different impacts
on the electric and natural gas systems. Those impacts will also differ over time as the
systems evolve and face differing constraints and regulatory requirements. The record is
insufficient here to find that removing all gas service from premises beginning today is in
the public interest. We expect that these issues will continue to be developed, particularly

13 CUB/317, Attachment 1.

14 NW Natural/1700, Rush-Kravitz/32-33; NW Natural/3400, Rush-Kravitz/60; CUB/100, Jenks/22.
5 OAR 860-027-0350(2).

16 OAR 340-273-0450.

13
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in integrated resource planning proceedings where the least cost path to addressing CPP
compliance will be a central goal.

For these reasons, we decline to adopt CUB’s proposal and find that retirements due to
electrification are appropriately addressed through group depreciation within the
company’s depreciation studies at this time

C. Analysis of Non-Pipeline Alternatives and Electrification and TEN Pilots
1. Introduction

The Coalition proposes to require NW Natural to analyze non-pipeline alternatives to
distribution infrastructure, such as targeted electrification and thermal energy networks
(TENSs), as a condition for capital investment recovery in future proceedings.
Additionally, the Coalition proposes to require NW Natural to study targeted
electrification and TENS pilots. and, if appropriate, implement at least one targeted
electrification pilot and one TEN pilot on the system. The Coalition states this proposal is
appropriate for determining the viability of targeted electrification and TENs on NW
Natural’s system.

NW Natural, Staff, and AWEC oppose the Coalition’s proposal. CUB takes no position
on the Coalition’s proposal.

2. Positions of the Parties
a. NW Natural

NW Natural asserts that the Commission lacks the authority to require the company to
implement the Coalition’s proposals. Specifically, NW Natural contends that the
Commission lacks the authority to require the company to pursue NPA that would
remove customers from its system. NW Natural maintains that ORS 757.020 imposes on
the company an obligation to provide adequate service to customers. NW Natural also
maintains that ORS 756.200(3) “endorses the common law understanding of a utilities’
duties,” including the duty to serve.!”

NW Natural argues that the service it provides under Oregon law is gas and that there is
nothing in Oregon law that authorizes NW Natural to reduce or withdraw that service.
NW Natural asserts that the Commission’s authority is limited to enforcing the statutes
that it implements, and the Commission may not do anything that would require NW
Natural to violate its duty to serve. NW Natural disputes that the statutes can be read as
obligating NW Natural to provide power service generally rather than gas service

7 NW Natural Closing Brief at 38.
14
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specifically, noting that NW Natural provides natural supply fuel rather than power. NW
Natural maintains that the Coalition’s interpretation of the utility’s duty to serve would
threaten the regulatory compact. NW Natural contends that the requirement that the
Commission ensure utilities provide “adequate service” cannot be read as providing a
sweeping mandate to reduce emissions from NW Natural’s service. NW Natural
maintains that the legislature could have, but did not, explicitly grant such powers to the
Commission as it did for electric utilities in ORS 469A.010.

NW Natural maintains that adopting the Coalition’s proposal would amount to “a
condition precedent for cost recovery in a general rate case, which would be a departure
from Commission precedent and in tension with the Commission’s IRP Guidelines.”'8
NW Natural contends that this rate case is not the appropriate venue for the Commission
to adopt generally applicable planning requirements rather than in a forum where other
utilities and stakeholders have the opportunity to weigh in. NW Natural asserts that to do
so would unfairly subject the company to a different set of planning requirements from
the other Oregon gas utilities. NW Natural contends that ORS 469A.763(2) only requires
that agencies consider actions to reduce greenhouse gas emissions but does not grant the
Commission authority to “run roughshod over the pre-existing statutory limits on its
powers in pursuit of that goal.”!® NW Natural further contends that other authorities cited
by the Coalition—the CPP, the Oregon Department of Energy’s framework for Energy
Strategy, and Executive Order 20-04—do not serve to expand the scope of the
Commission’s authority.

NW Natural argues that the Coalition’s proposal goes beyond what the Commission
considered in its order on the company’s last IRP, which only stated that the company
should evaluate electrification as an external factor affecting load forecasts in IRPs. NW
Natural states that if the Commission adopted the Coalition’s requirement, it would still
need to determine what sort of analysis or investigation would be sufficient, among other
issues, prior to the next cost recovery proceeding. NW Natural maintains that even if the
Commission has the authority to implement this requirement, it should not adopt a novel
NPA requirement.

NW Natural asserts that even if the Commission has the authority to adopt the Coalition’s
proposals, it should not because the Coalition has failed to carry its burden. NW Natural
contends that the company provided analyses and data based on its system that are more
reliable than the Coalition’s national-scale analyses. NW Natural maintains that the data
it provides contradicts the Coalition’s positions on emissions reductions and cost impacts
of electrification.

8 NW Natural Closing Brief at 61.
19’ NW Natural Closing Brief at 45.
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b. Staff

Staff states that it agrees with the Coalition that targeted electrification and TENs may be
important elements for emissions reductions and disciplined spending but argues that it is
not appropriate to create a condition precedent for rate recovery of capital investments.
Staff maintains that such a condition precedent would be inconsistent with the
Commissions IRP guidelines, as well as Commission precedent for prudency reviews of
capital investments. Staff asserts that in prior IRP orders, the Commission has stated that
it does not prejudge the prudency of a utility’s acquisition of resources. Staff contends
that the Commission adopted a recommendation in NW Natural’s last IRP for the
company to include NPA as part of its analysis in future IRPs. Staff asserts that if NW
Natural fails to conduct this analysis, that failure could be considered by the Commission
during a prudency review of future distribution infrastructure investment. Staff contends
that the condition precedent would also be difficult to implement because the
Commission would need to determine what analysis or investigation would satisfy the
condition.

Staff asserts that NW Natural’s IRP is the more appropriate venue for considering what
pilot projects NW Natural should offer in the future, including electrification and TEN
pilot projects.

c. AWEC

AWEC argues that NW Natural is a gas-only utility with a responsibility for providing
safe and reliable gas service and it is inappropriate to require the company to analyze
alternatives beyond its statutory service obligations and technical expertise. AWEC notes
that the Commission’s authority on this issue is unclear. NW Natural maintains that the
Coalition’s proposed alternatives would require an entirely new regulatory framework, in
addition to being costly. AWEC asserts that electrification is a complicated issue and
there is no guarantee that it would reduce greenhouse gas emissions. AWEC maintains
that the Coalition’s proposals raise complex legal and policy questions that are better
addressed in a general docket where all stakeholders may participate and develop a full
evidentiary record.

AWEC maintains that the Coalition’s proposals are premature, costly, and outside the
scope of NW Natural’s utility obligations. AWEC asserts that the Coalition has not
introduced evidence demonstrating that the proposed pilots are cost-effective or feasible
within the company’s service territory. AWEC contends that the Coalition has not
presented sufficient evidence for the Commission to take “unprecedented action.”?°

20 AWEC Closing Brief at 14.
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d. Coalition

The Coalition asserts that the Commission has the authority to implement its proposals.
The Coalition maintains that the Commission has broad powers, particularly when
exercising a core function like setting rates, and it has previously directed NW Natural to
study NPA. The Coalition maintains that under targeted electrification, customers would
be voluntarily choosing to electrify through the use of incentives, thus not violating the
duty to serve. The Coalition also maintains that in a TEN pilot, NW Natural would still
provide service to customers as the operator of the TEN. The Coalition asserts that if NW
Natural were correct it may only provide natural gas service, then it also would be
prohibited from providing alternative fuels such as hydrogen.

The Coalition argues that even if the duty to serve is implicated, that duty binds the
company, not the Commission. The Coalition asserts that NW Natural misreads

ORS 756.010(1) by conflating “product served” with “service.” The Coalition asserts that
ORS 756.040(1) delegates authority to the Commission to obtain adequate service for
power service generally rather than natural gas service specifically. The Coalition
maintains that NW Natural would still be providing power service for the same end uses
that it provides natural gas and thus there is no conflict with the duty to serve.

The Coalition contends that the rate case is the appropriate forum for addressing this
issue, maintaining that sooner is better than later for addressing emissions reductions. The
Coalition asserts that NW Natural’s 2025 IRP will not be finalized until 2026 and that it
will not be required to file another one until 2028, after the first CPP compliance period
ends. The Coalition argues that NW Natural has not changed its approach to the state’s
climate goals despite the Commission’s repeated expressions of concerns around the risk
of stranded assets and higher costs.

The Coalition asserts that its proposal to require NW Natural conduct specific NPA
studies as a condition to cost recovery does not require the Commission to pre-judge
prudence. The Coalition argues that the failure of gas utilities such as NW Natural to
study electrification undermines both least-cost, least-risk options analyses and the
Commission’s ability to perform effective prudence reviews.

The Coalition asserts that studying and implementing pilot programs are first steps for
determining the viability of both targeted electrification and TENs on NW Natural’s
system. The Coalition maintains that the Commission has the authority to require NW
Natural to pursue these pilots and that it is within the regulatory compact and that it has
exercised that power to require pilots in the past.
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The Coalition maintains that it has provided evidence that its proposals can reduce
emissions, prevent stranded assets, and reduce overall utility costs. The Coalition asserts
that NW Natural’s studies failed to consider factors such as the impact of air
conditioning, the lower cost and emissions of electric service in non-investor-owned-
utility territories, the higher efficiency heat pumps available, and future CPP compliance
costs. The Coalition argues that the Commission should consider likely future conditions
rather than just present day, including evidence that NW Natural’s expected costs for
alternative fuels in 2040 is much more expensive than natural gas.

3. Resolution

We decline to adopt the Coalition’s proposals. As explained below, we determine that the
IRP is the best venue for addressing NPA and its role in avoiding infrastructure
investments or reducing costs. We also find that there is insufficient evidence on this
record to address the concerns that we have regarding implementation of the proposed
pilot programs and conclude that neither of the requested directives are warranted at this
time.

We note first that we appreciate the Coalition’s concerns regarding NW Natural’s
consideration of NPA, particularly electrification, and acknowledge that the role of NPA
has been an ongoing discussion in the IRPs. In recent IRP proceedings, we have
discussed utility consideration of NPA, including electrification, as part of the least cost,
least risk analysis. In NW Natural’s last IRP in docket LC 79, we declined to
acknowledge part of the company’s IRP in part because of our concerns that the company
had failed to adequately consider all relevant inputs, including uncertainty and
electrification.?! We also adopted a Staff recommendation stating that “[fJuture
distribution system planning should include a cost benefit analysis for [NPA] that reflects
an avoided [greenhouse gas] compliance cost element consistent with a high-cost
estimate of future alternative fuels prices.”?* As Staff notes in its brief, any failure by NW
Natural to properly complete and include this analysis with its distribution system
planning in an IRP would be considered as part of a future prudence review of that
investment.> We do not find it necessary to go beyond that clear expectation and direct
the company to consider and analyze specific NPA opportunities in order to recover costs
in future rate recovery proceedings. We have already clearly stated that NPA analysis is
expected as part of prudent investment decisions, even if it requires forecasting
investment needs further in advance than has historically been done. We expect that this
issue will continue to be addressed in the IRPs, and any failure of NW Natural to conduct

2! In the Matter of Northwest Natural Gas Company, 2022 Integrated Resource Plan, Docket No. LC 79,
Order No. 23-281 at 8-10 (Aug. 2, 2023).

22 Id. at 16, Appendix A at 14-15.

23 Staff Opening Brief at 4-5.
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appropriate analyses in the IRP or ahead of an individual investment before investing in
distribution infrastructure will be addressed as part of a future prudence review. Though
we decline to adopt the Coalition’s proposal, we note that parties are always welcome to
raise issues of prudence in rate cases regarding any cost that a utility seeks to include in
rates.

Similarly, we have concerns with how the Coalition’s proposed pilot programs would or
could be implemented. While we appreciate the Coalition’s statement that participation
would be voluntary for customers, we are not clear how this would be accomplished in
practice. It is not clear whether the pilots would target individual premises or specific
neighborhoods or regions. Under either option, it is not clear how the project would
proceed if specific customers decline to participate, nor whether such electrification
programs could save money or avoid distribution infrastructure if some portion of
customers in the area of the pilot decline to participate.

For the reasons explained above, we decline to adopt the Coalition’s NPA proposals.

D. Oregon Low-Income Energy Efficiency (OLIEE) Program Funds for Electric
Heat Pumps

1. Introduction

NW Natural's OLIEE program is used to finance energy efficient retrofits, high-
efficiency gas equipment, and energy education services for the company's low-income
customers.>* The OLIEE is funded through a portion of the revenue collected through the
company's Schedule 320 public purpose surcharge.

The Coalition renewed its proposal from docket UG 490 to revise Schedule 320 to allow
OLIEE-eligible households to use OLIEE funds to replace red-tagged and non-
functioning gas furnaces with electric heat pumps.>> NW Natural, Staff, and AWEC
oppose the Coalition’s proposal.

2. Positions of the Parties
a. NW Natural

NW Natural asserts that the Coalition’s proposal exceeds the Commission’s authority.
NW Natural argues that the proposal would require the company to decommission gas
infrastructure and reduce the number of gas customers on its system. NW Natural

24 N'W Natural/1800, Tanaka/15.
25 Coalition Intervenors/100, Apter-Prihoda/25; Coalition Intervenors/300, Apter-Prihoda/6.

19



ORDER NO. 25-420

maintains that this would be irreconcilable with the Commissions obligation under
ORS 756.040(1) to obtain service for customers rather than take it away.

NW Natural argues that the Coalition’s proposed revisions to Schedule 320 are contrary
to CAP preferences and has the potential to harm low-income customers. NW Natural
states that CAP agencies raised concerns around administrative barriers to the Coalition’s
proposal, including potential loss of federal funding related to fuel switching and the need
for approval from Oregon Housing and Community Services to transition a home from
gas to electric. NW Natural maintains that customers have other funding options for
pursuing electric heat pumps.

NW Natural contends that CAP agencies have also raised concerns that some customers
have incurred electric bills higher than their gas bills after installing electric heat pumps.
NW Natural asserts that removing gas customers from the system as proposed by the
Coalition could have negative impacts on its remaining gas system customers. NW
Natural argues that the National Renewable Energy Laboratory (NREL) study relied on
by the Coalition demonstrates that the 87 percent of customers that do not already have
air conditioning (AC) installed would expect an energy increase. NW Natural maintains
that OLIEE customers also likely receive bill assistance from the company, which would
not be reflected in the NREL analysis.

b. Staff

Staff asserts that there are more appropriate forums for considering the Coalition’s
OLIEE modifications. Staff argues that CAP agency representatives and other
stakeholders have raised concerns regarding the timing and feasibility of the Coalition’s
OLIEE proposals, including overlapping state and federal funding for electrification,
potential bill increases from heat pumps, and other administrative hurdles.

c. AWEC

AWEC argues that OLIEE funds are intended to support natural gas service
improvements rather than subsidizing electrification. AWEC contends that there are other
programs that support fuel switching available to natural gas customers. AWEC states
that Oregon’s electric system relies on natural gas fired generation and asserts that
programs promoting electrification at the expense of gas customers may directly conflict
with Oregon’s climate goals. AWEC maintains that this issue is better addressed in a
general docket where all stakeholders may participate.
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d. Coalition

The Coalition asserts that the Commission has the authority to implement its proposed
revisions to Schedule 320 as part of its mandate to obtain adequate service at fair and
reasonable rates for Oregon customers. The Coalition also maintains that “adequate
service” includes considerations that it balances against costs, including reliability and
most recently greenhouse gas emissions.

The Coalition contends that its proposal gives customers an option to choose which
technology to use when replacing a red tagged furnace and does not raise concerns
around forcing NW Natural to remove customers from the system. The Coalition
maintains that customers would voluntarily choose to electrify, and NW Natural would
no longer have an obligation to serve those customers.

The Coalition argues that the proposal would not significantly impact CAP agencies and
the process would remain fundamentally unchanged except that customers could choose
an electric heat pump in place of a gas furnace. The Coalition states that it takes the
concerns raised by Staff about potential federal funding issues seriously, but that Staff did
not identify which funds prevent fuel switching and how likely they are to be used with
OLIEE funds. The Coalition notes that the CAP agencies did not raise these concerns
with the Coalition and that recent Department of Energy funds do allow for fuel
switching.

The Coalition asserts that electric heat pumps achieve greater emissions reductions than
furnaces. The Coalition argues that allowing customers to replace gas equipment with
electric heat pumps contributes to reducing NW Natural’s emissions and avoids
incremental expenditures that would be necessary to comply with the CPP. The Coalition
maintains that the Commission should consider the emissions reduction potential of
replacing a furnace with a heat pump over the approximately 15-year lifespan of the
equipment.

The Coalition argues that most customers would see an overall reduction in bills by
replacing a gas furnace with an electric heat pump. The Coalition cites an NREL study
that found electric heat pumps typically resulted in lower overall utility bills and that
customers replacing both a gas furnace and traditional AC with an electric heat pump saw
the biggest savings. The Coalition asserts that CAP agencies have said that they add AC
when replacing a red-tagged furnace if AC is not already present. The Coalition asserts
that NW Natural has also failed to account for the higher costs that can be expected if the
company pursues expensive alternative fuels.

The Coalition contends that the Commission should not refer this issue back to docket
UM 2211, noting that Staff did not include the OLIEE fuel switching proposal as part of
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its scope for Phase 3 of the proceeding. The Coalition requests that if the Commission
does move this issue to docket UM 2211 that it also set a reasonable timeline to resolve
the issue. The Coalition also suggests that the Commission could grant a narrowed
version of its proposal.

3. Resolution

We decline to direct NW Natural to revise Schedule 320 to allow OLIEE funds to be used
to replace red tagged furnaces with electric heat pumps as proposed by the Coalition. We
find that there is insufficient evidence in this record to address our concerns regarding
implementation of the proposal and conclude that such a directive is not warranted, as
explained below.

As we discussed in docket UG 490, the Coalition’s proposal would represent a significant
shift in the way funds collected from natural gas customers through programs like OLIEE
have been used.?® Adopting such a significant change requires deliberate and thoughtful
consideration to avoid unintended consequences and to ensure that the way customer
funds are used is in the public interest.?’ In UG 490, we found that there remained
significant policy concerns, particularly regarding the impacts on CAP agencies. We
appreciate that in this proceeding, the Coalition provided testimony in response to those
concerns®®, however, we still have significant concerns regarding the proposal. In
particular, we are concerned about how OLIEE funds for electrification would work with
other federal programs as it relates to fuel switching, as well as other potential
administrative hurdles and increased costs raised by CAP agencies and other groups in
their conversations with Staff.?’ The record in this proceeding is not sufficient to allow
for the thoughtful and deliberate consideration necessary to avoid unintended
consequences and resolve our remaining concerns and questions. We again decline to
adopt the Coalition’s proposal.

In UG 490, we noted that in docket UM 2211, Staff and stakeholders were addressing
differential energy burdens, affordability, equity, and environmental justice factors in rate
setting and program design and stated that the Coalition’s OLIEE proposal was better
addressed as part of this process. There may be opportunity to discuss programs such as
the OLIEE in a future phase of UM 2211. We encourage the Coalition and any other
stakeholders interested in this proposal to raise the issue for prioritization by the impacted
stakeholders in docket UM 2211 in the future. We rely on Staff to engage the full breadth

26 In the Matter of Northwest Natural Gas Company, dba NW Natural, Request for a General Rate
Revision, Docket No. UG 490, Order No. 24-359 at 34 (Oct. 25, 2024).

27 1d.

28 Coalition Intervenors/100, Apter-Prihoda/29-30.

29 Staff/2000, Ayres-Lockwood-Scala/4-15; NW Natural/3800.
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of stakeholder issues in that venue and prioritize issues in light of community needs and

impacts.

VI ORDER

IT IS ORDERED that:

1.

The partial stipulation between Northwest Natural Gas Company, dba NW
Natural, Staff of the Public Utility Commission; the Oregon Citizens’
Utility Board; and the Alliance of Western Energy Consumers filed on
June 23, 2025, attached as Appendix A, is adopted.

The partial stipulation between Northwest Natural Gas Company, dba NW
Natural, Staff of the Public Utility Commission; the Oregon Citizens’
Utility Board; the Alliance of Western Energy Consumers; and Climate
Solutions, Coalition of Communities of Color, Verde, Sierra Club, and
Oregon Environmental Council filed on July 3, 2025, attached as
Appendix B, is adopted.

The partial stipulation between Northwest Natural Gas Company, dba NW
Natural, Staff of the Public Utility Commission; the Oregon Citizens’
Utility Board; and Climate Solutions, Coalition of Communities of Color,
Verde, Sierra Club, and Oregon Environmental Council filed on August 5,
2025, attached as Appendix C, is adopted.

Advice No. 24-26 filed on December 30, 2024, is permanently suspended.
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5. Northwest Natural Gas Company, dba NW Natural, must make a
compliance filing, including its revised revenue requirement, rate impacts,
and new tariffs to be effective October 31, 2025, consistent with the
directives of this order, by 12:00 p.m. on October 28, 2025. To the extent
that our decision on the purchased gas adjustment at the October 28, 2025
special public meeting requires changes to the compliance filing, the

company may submit a revised compliance filing no later than 5:00 p.m.
on October 29, 2025.

Made, entered, and effective ¢t 24 2025

0

Letha Tawney Les Perkins
Chair Commissioner

Karin Power
Commissioner

A party may request rehearing or reconsideration of this order under ORS 756.561.
A request for rehearing or reconsideration must be filed with the Commission within 60
days of the date of service of this order. The request must comply with the requirements in
OAR 860-001- 0720. A copy of the request must also be served on each party to the
proceedings as provided in OAR 860-001-0180(2). A party may appeal this order by filing

a petition for review with the Court of Appeals in compliance with ORS 183.480 through
183.484.
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BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON
UG 520
In the Matter of
NORTHWEST NATURAL GAS FIRST PARTIAL MULTI-PARTY
COMPANY, dba NW Natural, STIPULATION REGARDING

REVENUE REQUIREMENT
Application for a General Rate Revision.

. INTRODUCTION

The purpose of this First Partial Stipulation (“First Stipulation”) is to resolve certain
issues, including revenue requirement, among Northwest Natural Gas Company d/b/a
NW Natural (“NW Natural” or the “Company”), Staff of the Public Utility Commission of
Oregon (“Staff”), the Oregon Citizens’ Utility Board (“CUB”), and the Alliance of Western
Energy Consumers (“AWEC”) (collectively, the “Stipulating Parties”) in Docket UG 520.
The Stipulating Parties support all terms in this First Stipulation. Climate Solutions,
Coalition of Communities of Color, Verde, Sierra Club, and Oregon Environmental
Council (collectively, the “Coalition”) is also a party to this docket and does not join the
First Stipulation, but the Stipulating Parties are authorized to represent that the Coalition
does not oppose the First Stipulation.

The Stipulating Parties expect that this First Stipulation will address all issues
among the Stipulating Parties and/or the Coalition, except for those that are listed in
Paragraph 3 of this First Stipulation that will continue to be litigated in this docket or,
pending additional settlement discussions, may be incorporated into a separate stipulated

agreement entered into at a later date.

UG 520 - FIRST PARTIAL MULTI-PARTY STIPULATION PAGE 1
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. BACKGROUND

On December 30, 2024, NW Natural filed a request for a general rate increase (the
“Initial Filing”). 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, ALJ Spruce issued a Memorandum detailing the procedural
schedule for this proceeding. In accordance with the procedural schedule, Staff and
intervenors filed their Opening Testimony on April 2, 2025, and the parties convened for
settlement discussions on April 22, 2025. NW Natural filed its Reply Testimony on May
21, 2025, and the parties convened a settlement conference on June 11, 2025, with
settlement discussions ongoing through June 17, 2025. The parties held an additional
settlement conference on June 17, 2025. As a result of the settlement discussions, the
Stipulating Parties reached a partial settlement resolving all issues in this proceeding,
except for those issues that are specifically excluded from the scope of this First
Stipulation under Paragraph 3, which will continue to be litigated. This First Stipulation
memorializes the Stipulating Parties’ agreements.

lll. TERMS OF AGREEMENT

The Stipulating Parties agree to the following:

1. Revenue Requirement. The Stipulating Parties agree that the total increase

to NW Natural's annual Oregon revenue requirement is $21.315 million. The
$21.315 million annual revenue requirement increase in this proceeding is based on the
Stipulating Parties’ agreement that the Company’s requested Oregon-allocated increase

to annual revenue requirement shall be reduced by a total of $37.991 million from the

UG 520 - FIRST PARTIAL MULTI-PARTY STIPULATION PAGE 2
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May 21, 2025, Reply Testimony update of $59.3 million. The Stipulating Parties agree
that this First Stipulation represents a comprehensive resolution of issues related to
revenue requirement in this proceeding. The revenue requirement includes the following
adjustments:

a. Cost of Capital/Capital Structure. The Stipulating Parties agree to a

Rate of Return of 7.120 percent, which is based on a 50 percent common equity
and 50 percent long-term debt capital structure, with a Return on Equity (“ROE”)
of 9.50 percent and a cost of long-term debt of 4.740 percent. This Cost of Capital
results in a reduction to revenue requirement of $18.171 million.

Agreed Upon Cost of Capital

Capital Component Weighted
Component Structure Cost Cost
Cost of Long-Term (LT) Debt 50% 4.740% 2.370%
Return on Common Equity (ROE) 50% 9.50% 4.750%
Rate of Return 7.120%
b. Cash Working Capital. A reduction to revenue requirement of
$49 thousand.
C. Land Purchase Associated with The Dalles Resource Center. A

reduction to rate base of $996 thousand. This adjustment results in a reduction to
revenue requirement of $90 thousand.

d. Membership and Dues Expense. A reduction to revenue requirement

of $350 thousand.
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e. Meals and Entertainment Expense. A reduction to revenue

requirement of $68 thousand.

f. D&O Insurance Expense. A reduction to revenue requirement of

$312 thousand.

g. Wages and Salaries, FTE Adjustments, Incentives, Payroll Taxes,

Depreciation Expense. A reduction to rate base of $2.971 million, which results in

a reduction to revenue requirement of $270 thousand. A reduction to expense,
which results in a reduction to revenue requirement of $4.698 million. These
adjustments result in a combined reduction to revenue requirement of $4.968
million.

h. Advertising Expense. A reduction to revenue requirement of

$123 thousand.

i Leasehold Improvements. A reduction to rate base of $49 thousand.

This adjustment results in a reduction to revenue requirement of $4 thousand.

j- Retirement of GC 500 Mist Compressor. A reduction to revenue

requirement of $1.378 million as further described in Paragraph 2.

k. Test Year Plant Additions and Other Miscellaneous Adjustments.

The Stipulating Parties did not reach agreement as to a Test Year rate base
calculation methodology, and, to resolve that issue and other contested issues
raised in the case, the Stipulating Parties have agreed to a black box reduction to
revenue requirement of $7.2 million.

l. Officer Attestation. The Stipulating Parties agree that NW Natural will

file officer attestations on or before October 3, 2025 and October 23, 2025,
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attesting to whether any projects forecast to cost over $1,000,000 and to be
completed by October 30, 2025, will be completed after that date. In the event
there are such projects, those projects will be removed from rates.

m. Rate Effective Date. The Stipulating Parties agree that the rate

effective date will be October 31, 2025.

n. Depreciation Rates. The Stipulating Parties agree to adjust the

Company’s depreciation rates subject to the resolution of the Company’s
depreciation study in Docket UM 2363." The reduction to revenue requirement is
expected to be $5.278 million.

2. Retirement of GC 500 Mist Compressor — Regulatory Asset. The Stipulating

Parties agree that $11.1 million, representing the net book value of the GC 500 Mist
Compressor, will be removed from the Company’s FERC Account 354, resulting in a
reduction to revenue requirement of $1.378 million (as identified in Paragraph 1.j.). The
net book value of the GC 500 will be placed in a regulatory asset and recovered over a
period of eight years through a separate base tariff schedule to be filed with the
Company’s compliance filing in this rate case. The Stipulating Parties agree to use a
4.499 percent interest rate for the regulatory asset. The amortization of the regulatory
asset is $1.683 million per year through a separate rate schedule.

3. Other Issues Not Covered by This First Stipulation. This First Stipulation

does not resolve the following issues raised by the Stipulating Parties and/or the Coalition,
and these issues will continue to be addressed in litigation or by separate stipulation:

a. Rate Spread (AWEC/100; Staff/1700);

7 0On June 13, 2025, the Company, Staff, and AWEC provided a status update in that docket notifying the
Commission of a comprehensive settlement in principle in that proceeding.
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b. Rate Schedule 27 (Coalition Intervenors/100);
C. Load Forecasting (Staff/1700);

d. Regulatory asset for plant retired due to electrification (CUB/100);

e. Analysis of non-pipeline alternatives (Coalition Intervenors/200);

f. Electrification and thermal energy network pilots (Coalition
Intervenors/200);

g. Research and Development Reporting (Coalition Intervenors/100);

h. Oregon Low-Income Energy Efficiency (OLIEE) program funds for
electric heat pumps (Coalition Intervenors/100); and
i Low Income Home Energy Assistance Program (LIHEAP) funding

(CUB/100).

4. The Stipulating Parties agree that this First Stipulation is in the public
interest, and will result in rates that are fair, just and reasonable, consistent with the
standard in ORS 756.040.

5. This First Stipulation will be offered into the record as evidence pursuant to
OAR 860-001-0350(7). The Stipulating Parties agree to support this First Stipulation
throughout this proceeding and any appeal, provide witnesses to sponsor this First
Stipulation at hearing, and recommend that the Commission issue an order adopting this
First Stipulation. The Stipulating Parties also agree to cooperate in drafting and submitting
joint testimony or a brief in support of this First Stipulation in accordance with
OAR 860-001-0350(7).

6. If this First Stipulation is challenged, the Stipulating Parties agree that they

will continue to support the Commission’s adoption of the terms of this First Stipulation.
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The Stipulating Parties agree to cooperate in cross-examination and put on such a case
as they deem appropriate to respond fully to the issues presented, which may include
raising issues that are incorporated in the settlements embodied in this First Stipulation.

7. The Stipulating Parties have negotiated this First Stipulation as an
integrated document. If the Commission rejects all or any material portion of this First
Stipulation or imposes additional material conditions in approving this First Stipulation,
any of the Stipulating Parties are entitled to withdraw from this First Stipulation or exercise
any other rights provided in OAR 860-001-0350(9).

8. By entering into this First Stipulation, no Stipulating Party approves, admits,
or consents to the facts, principles, methods, or theories employed by any other
Stipulating Party in arriving at the terms of this First Stipulation, other than those
specifically identified in the body of this First Stipulation. No Stipulating Party shall be
deemed to have agreed that any provision of this First Stipulation is appropriate for
resolving issues in any other proceeding, except as specifically identified in this First
Stipulation.

9. The substantive terms of this First Stipulation are not enforceable by any
Stipulating Party unless and until adopted by the Commission in a final order. Each
Stipulating Party avers that it is signing this First Stipulation in good faith and that it intends
to abide by the terms of this First Stipulation unless and until this First Stipulation is
rejected or adopted only in part by the Commission. The Stipulating Parties agree that
the Commission has exclusive jurisdiction to enforce or modify this First Stipulation. If the

Commission rejects or modifies this First Stipulation, the Stipulating Parties reserve the
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right to seek reconsideration or rehearing of the Commission order under ORS 756.561
and OAR 860-001-0720 or to appeal the Commission order under ORS 756.610.

10.  This First Stipulation may be executed in counterparts and each signed
counterpart shall constitute an original document.

This First Stipulation is entered into by each Stipulating Party on the date entered
below such Stipulating Party’s signature.

Respectfully submitted this 23rd day of June 2025.

NORTHWEST NATURAL COMPANY, STAFF OF THE PUBLIC UTILITY

dba NW NATURAL COMMISSION OF OREGON
By: /s/Zachary Kravitz By: /s/ Stephanie Andrus
Date: June 23, 2025 Date: June 23, 2025

OREGON CITIZENS’ UTILITY BOARD ALLIANCE OF WESTERN ENERGY

CONSUMERS
By: /s/Claire Valentine-Fossum By: /s/Chad Stokes
Date: June 23, 2025 Date: June 23, 2025
UG 520 — FIRST PARTIAL MULTI-PARTY STIPULATION PAGE 8
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BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON
UG 520
In the Matter of
COMPANY, dba NW Natur, oL aTon AL ALLPARTY
Application for a General Rate Revision.

. INTRODUCTION

The purpose of this Second Partial Stipulation (“Second Stipulation”) is to resolve
certain issues among all the parties to this docket, specifically Northwest Natural Gas
Company d/b/a NW Natural (“NW Natural” or the “Company”); Staff of the Public Utility
Commission of Oregon (“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”) (collectively, the “Stipulating Parties”) in Docket UG 520. The
Stipulating Parties support all terms in this Second Stipulation. The Stipulating Parties
expect that this Second Stipulation will address all issues among the Stipulating Parties
regarding rate spread and rate design.

. BACKGROUND

On December 30, 2024, NW Natural filed a request for a general rate increase (the
“Initial Filing”). 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.
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On February 14, 2025, ALJ Spruce issued a Memorandum detailing the procedural
schedule for this proceeding. In accordance with the procedural schedule, Staff and
intervenors filed their Opening Testimony on April 2, 2025, and the parties convened for
settlement discussions on April 22, 2025. NW Natural filed its Reply Testimony on May
21, 2025, and the parties convened a settlement conference on June 11, 2025, with
settlement discussions ongoing through June 17, 2025. NW Natural, Staff, CUB, and
AWEC reached a First Partial Multi-Party Stipulation addressing several issues in this
proceeding, including all revenue requirement issues, that they filed on June 23, 2025
(“First Stipulation”). The Coalition did not join the First Stipulation, but authorized NW
Natural, Staff, CUB and AWEC to represent that the Coalition does not oppose the First
Stipulation.

On June 24, 2025, in accordance with the procedural schedule adopted by the
ALJ, Staff and intervenors filed Rebuttal and Cross-Answering Testimony. The parties
held additional settlement conferences on June 27, 2025, and June 30, 2025. On June
30, 2025, as a result of the parties’ settlement discussions, the Stipulating Parties reached
this Second Stipulation resolving additional issues regarding rate spread and rate design
in this proceeding. This Second Stipulation memorializes the Stipulating Parties’
agreements. Issues that are specifically excluded from the scope of the First Stipulation
under Paragraph 3 and not resolved by this Second Stipulation will continue to be litigated
in this docket or, pending additional settlement discussions, may be incorporated into a
separate stipulated agreement entered into at a later date.

lll. TERMS OF AGREEMENT

The Stipulating Parties agree to the following:
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1. Rate Spread and Rate Design: The Stipulating Parties agree to rate spread

and rate design as set out in Attachments 1, 2 and 3 to this 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.

2. Interruptible Customer Rates: 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. 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.

3. Schedule 27 Dry-Out Rate:

a. The Stipulating Parties agree that the Rate Schedule 27 fixed charge
increases from $8.00 to $10.00 to align with the existing Rate Schedule
2 Single-Family fixed charge rate.

b. The Stipulating Parties agree that the Rate Schedule 27 Dry-Out Rate
(both the fixed and volumetric rate components) will be the same as the
Rate Schedule 2 Residential Rate beginning at the rate effective date of

NW Natural’'s next general rate case filing.
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4, Heating Degree Day (“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 (currently 59 Degrees F and 58 Degrees F for the residential and commercial class,
respectively).

5. Rate Schedule 15 Fees: The Stipulating Parties agree that both the Rate

Schedule 15 Administrative Set-up/Consultation fee and the Technical Assistance fee
increase from $100 to $145.

6. The Stipulating Parties agree that this Second Stipulation is in the public
interest, and will result in rates that are fair, just and reasonable, consistent with the
standard in ORS 756.040.

7. This Second Stipulation will be offered into the record as evidence pursuant
to OAR 860-001-0350(7). The Stipulating Parties agree to support this Second
Stipulation throughout this proceeding and any appeal, provide witnesses to sponsor this
Second Stipulation at hearing, and recommend that the Commission issue an order
adopting this Second Stipulation. The Stipulating Parties also agree to cooperate in
drafting and submitting joint testimony or a brief in support of this Second Stipulation in
accordance with OAR 860-001-0350(7).

8. If this Second Stipulation is challenged, the Stipulating Parties agree that
they will continue to support the Commission’s adoption of the terms of this Second
Stipulation. The Stipulating Parties agree to cooperate in cross-examination and put on
such a case as they deem appropriate to respond fully to the issues presented, which
may include raising issues that are incorporated in the settlements embodied in this

Second Stipulation.
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9. The Stipulating Parties have negotiated this Second Stipulation as an
integrated document. If the Commission rejects all or any material portion of this Second
Stipulation or imposes additional material conditions in approving this Second Stipulation,
any of the Stipulating Parties are entitled to withdraw from this Second Stipulation or
exercise any other rights provided in OAR 860-001-0350(9).

10. By entering into this Second Stipulation, no Stipulating Party approves,
admits, or consents to the facts, principles, methods, or theories employed by any other
Stipulating Party in arriving at the terms of this Second Stipulation, other than those
specifically identified in the body of this Second Stipulation. No Stipulating Party shall be
deemed to have agreed that any provision of this Second Stipulation is appropriate for
resolving issues in any other proceeding, except as specifically identified in this Second
Stipulation.

11.  The substantive terms of this Second Stipulation are not enforceable by any
Stipulating Party unless and until adopted by the Commission in a final order. Each
Stipulating Party avers that it is signing this Second Stipulation in good faith and that it
intends to abide by the terms of this Second Stipulation unless and until this Second
Stipulation is rejected or adopted only in part by the Commission. The Stipulating Parties
agree that the Commission has exclusive jurisdiction to enforce or modify this Second
Stipulation. If the Commission rejects or modifies this Second Stipulation, the Stipulating
Parties reserve the right to seek reconsideration or rehearing of the Commission order
under ORS 756.561 and OAR 860-001-0720 or to appeal the Commission order under

ORS 756.610.
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12.  This Second Stipulation may be executed in counterparts and each signed
counterpart shall constitute an original document.

This Second Stipulation is entered into by each Stipulating Party on the date
entered below such Stipulating Party’s signature.

Respectfully submitted this 3 day of July 2025.

NORTHWEST NATURAL COMPANY, STAFF OF THE PUBLIC UTILITY
dba NW NATURAL COMMISSION OF OREGON
By: /s/Zachary Kravitz By: /s/Natascha Smith
Date: July 3, 2025 Date: July 3, 2025
OREGON CITIZENS’ UTILITY BOARD ALLIANCE OF WESTERN ENERGY
CONSUMERS
By: /s/ Claire Valentine-Fossum By: /s/Chad Stokes
Date: July 3, 2025 Date: July 3, 2025
CLIMATE SOLUTIONS, COALITION OF
COMMUNITIES OF COLOR, VERDE,
SIERRA CLUB, OREGON
ENVIRONMENTAL COUNCIL
By: /s/Cole Souder
Date: July 3, 2025
UG 520 — SECOND PARTIAL ALL-PARTY STIPULATION PAGE 6
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UG 520 Second Partial All-Party Stipulation

Attachment 1

NW Natural
Oregon Jurisdictional Rate Case - UG 520 Factor Margin %
Test Year Twelve Months Ended October 31, 202 02R CAP: 1.04 3.5%
Rate Spread Allocation Methodol - Req Effects - PER UG 520 SECOND STIPULATION 03C CAP: 1.00 3.4%
Original Workpaper: Exhibit NW Natural/1602, Wyman 27R CAP: 4.06 13.8%
Rate Spread Allocation Methdology for UG 520 Second Stipulation FLOOR at 0.64x: 0.63 2.1%
> Indicates column based on filed LRIC / revenue included for ease of
Step 1 Step 2 Step 3 Step 4
i Parity Ratio  Parity Ratio Per Second
. R":va;i:‘e R;"::Le — ‘Target Target e o ’;aarrgel: :A arget Equal % Equal % Apply Caps: | Apply Floor: | :zipr:‘;er: Stipulation: Total .
Line Rate at at Increase nerease Increase Present Present g 8 of Margin of Margin Parity Ratio | Transportation | o = - Levelize Rate Revenue Margin
No.  Schedule o (LRIC) (LRIC) (LRIC) Rates Rates IETeEER Increase Increase Increase Less than Class & Parity CMANNE | 1265 32 at 2.1% Requirement Increase
resent Present o FILED F:bl %I\Du\?,\tin. Pt B (LRIC) (LRIC) fieo ) 10 Ratio Schedules on and Shift Increase
Rates Rates & Rev Requiremen (U"'":['E‘g 10)  {Unit parity=1.0) FILED st Stpuaton ';E‘;;{Z:L"“r‘;’:::‘ Equal Percent
Fixed LRIC Cell & & plus 03C Over 1.29 . .| Incremental to
e IR Cll e LR Cll e hearemnt of Margin Basis o5
$ $ % $ $ S %
A B C D E F G H 1 J K L M N (o] P Q
1 02R $ 417,867,041 $ 634,454,777 13.3% 13.3% 4.8% 0.97 0.97 $ 55,564,596 $ 19,971,870 $ 39,478,877 $ 14,172,478 $ 14,739,377 $ 14,739,377 3.5%
2 03CSF $ 152,460,057 $ 254,696,468 7.8% 7.8% 2.8% 1.01 1.01 $ 11,924,131 $ 4,288,582 $ 14,403,988 $ 5,170,872 $ 5,170,872 $ 76,068 $ 5,246,939 3.4%
3 03ISF $ 2,655,683 $ 5,370,888 -4.7% -4.7% -1.7% 1,115 115 S (124772) s (44,912) $ 250,901 $ 90,071 $ 65,730 $ 65,730 2.5%
4 27R $ 787,578 $ 1,268,018 42.7% 42.7% 15.3% 0.77 0.77 $ 336,330 $ 120,801 $ 74,408 S 26,712 $ 108,472 $ 108,472 13.8%
5 31CSF § 10,772,358 $ 23,119,224 -18.4% -18.4% -6.6% 134 134 $ (1,978461) $  (710,180) $ 1,017,741 $ 365,358 $ 230,175 $ 230,175 2.1%
6 31CTF  § 1,129,431 $ 1,129,431 -22.7% -22.7% -8.2% 1.42 1.42 S (256,253) $ (92,088) $ 106,705 $ 38,306 s 24,133 $ 24,133 2.1%
7 31ISF s 3,439,241 $ 8,968,560 -20.6% -20.7% -7.4% 1.38 138 $ (709,776) $  (255,316) $ 324930 $ 116,646 s 73,487 S 73,487 2.1%
8 3UTF § 97,130 $ 97,130 -5.2% 5.2% -1.9% 1.15 1.15 $ (5,080) $ (1,826)  $ 9,177 $ 3,294 $ 2,404 $ 2,404 2.5%
9 32CSF  $ 15216403 $ 41,044,837 -15.4% -15.4% -5.5% 1.29 1.29 $ (2,340,848) $  (841,508)  $ 1,437,602 $ 516,083 $ 325,132 $ (5588)| $ 319544 2.1%
10 32ISF  $ 4188571 $ 16,009,003 -15.6% -15.7% -5.6% 1.30 1.30 $  (654183) $ (236573) $ 395724 $ 142,061 $ 89,498 $ (1,538) 87,960 2.1%
11 32cTF  $  1,073885 $ 1,073,885 -33.1% -33.2% -11.9% 1.64 1.64 $  (355545) $ (127,970) $ 101,458 $ 36,422 $ 22,946 $ (394)| ¢ 22,552 2.1%
12 32TF  $  7,205891 $ 7,205,891 -13.2% -13.4% -4.8% 1.26 1.26 $  (950,844) $ (347,584)  $ 680,792 $ 244,397 $ 178,352 | $ (27,028)| $ 151,324 2.1%
13 32081 $ 2,697,122 $ 12,816,545 -3.1% -3.3% -1.2% 113 113 $  (82,882) $  (32105) § 254816 $ 91,476 $ 66,756 | $ (10216)| $ 56,640 2.1%
14 32181 $ 2,811,271 $ 15,222,405 0.2% -0.1% 0.0% 1.09 110 S 6,203 $ (854) $ 265,601 $ 95,348 $ 69,581 [ $ (10,544) S 59,037 2.1%
15 32CTI $ 551,185 $ 551,185 -58.3% -58.9% -21.2% 2.62 2.67 S (321,133) $  (116,637) $ 52,074 $ 18,694 $ 11,777 $ (202) $ 11,575 2.1%
16 32T $ 5,507,172 $ 5,507,172 -12.3% -13.1% -4.7% 1.25 1.26 S (676,386) $  (258,697) $ 520,302 $ 186,783 $ 136,307 | $ (20,656) S 115,651 2.1%
17 33T $ 0 s 0 0.0% 0.0% 0.0% 1.00 1.00 $ 0 s 0 $ 0 s 0 $ o] 0.0%
SPECIAL  $ 1,664,933 S 1,664,933 0.0% 0.0% 0.0% 1.00 $ o]
Total $ 630,124,953 $ 1,030,200,353 3.4% (settled overall margin change) $ 59,375,097 §$ 21,315,000 RevReq Applied:[ § 20,018721[$ 777,149 [$ 519130 $ o| § 21,315,000 3.4%
1) ) 9.4% (filed overall margin change)
Proposed RevReq: $ 21,315,000 Rev Req Remainder:| $ 1,296,279 | $ 519,130 | $ ofs 0
Note (1): Includes special contract and miscellaneous revenues.
Avg Parity Ratio for schedules above 1.29: 1.57 1.58 2.1% (rate class 32 cap per Second Stipulation)
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NW Natural
Oregon Jurisdictional Rate Case

Test Year Twelve Months Ended O

Incr

ctober 31, 2026

q Allocation by Rate Schedule:

Combined Revenue Requirement Effects - PER SECOND STIPULATION
UG 520 NW Natural Proposed Rates Effective October 31, 2025

UG 520 Revenue Requirement Combined Impacts (Second Stipulation)

ORDER NO. 25-420

UG 520 Second Partial All-Party Stipulation

Attachment 2

Impacts of UG 520 Revenue Requirement items, including the application of the Plant EDIT Amortization Credit with Temporary Adjustments (Meter Moderni. ) and Base Rate Adj (GC 500)
Revenue Requirement Plant EDIT Credit Total: Rev. Req. Items GC500 Meter Modernization Combined Revenue Requirement Effects
Base Rate Base Rate Base Rate Adjustment Temporary Rate
. . . . . Margin Total Average
line Rate Margin Revenue Total Revenue Margin Margin Margin Margin Revenue Margin Revenue Total Revenue Revenue Revenue Bill
at at Increase Decrease Increase Increase Increase
No. Schedule Present Rates present Rates ) ) ) ) ©) at at Increase (In)(De)crease  (In)(De)crease
New Rates New Rates (%) (%) (%)
[£)] @
A B C D E F F G=A+E H = B+E+F 1 J K
1 02R S 417,867,041 S 629,818,180 | $ 17,872,693 :$ (3,135,633) | $ 14,737,060 | $ 1,153,480 |$ 1,790,601 | $ 433,757,581 $ 647,499,320 3.8% 2.8% 2.8%
2 O02R - SF S 373,307,026  $ 561,886,925 | $ 15,902,604 | $ (2,789,995) | s 13,112,608 |$ 1,026,333 |$ 1,593,225 |$ 387,445,968  $ 577,619,090 3.8% 2.8% 2.8%
3 O0R-MF__$ 44,560,015 $ 67,931,255 |$ 1,970,090 §$ (345,638) | $ 1,624,452 | $ 127,47 |'$ 197,376 | $ 46311614 § 69,880,230 3.9% 2.9% 2.9%
4 03C 3 152,460,057 $ 254,696,468 | S 6,362,748 | $ (1,116,479) | § 5,246,270 |$ 420,645 |S 652,590 |$ 158,126,972 $ 261,015,972 3.7% 2.5% 2.6%
5 03I $ 2,655,683 S 5,370,888 | $ 79,715 {$ (13,991) | $ 65724 |$ 7,256 |$ 11,276 | $ 2,728,664 S 5,455,145 2.7% 1.6% 1.5%
6 27R S 787,578 S 1,268,018 | $ 122,686 i $ (14,207) | $ 108,479 |$ 2,392 |$ 3,704 | $ 898,450 S 1,382,594 14.1% 9.0% 9.2%
7 31CSF S 10,772,358 S 23,119,224 |$ 279,115 i $ (48,983) | $ 230,133 | $ 29,433 |$ 45,530 |$ 11,031,924 $ 23,424,320 2.4% 1.3% 1.5%
8 31CTF S 1,129,431 $ 1,129,431 |$ 29,256 (S (5,127) | $ 24,129 |$ 3,076 |$ 4,768 | S 1,156,636 $ 1,161,405 2.4% 2.8% 2.8%
9 31ISF S 3,439,241 $ 8,968,560 | $ 89,106 :$ (15,641) | $ 73,465 |$ 9,377 |$ 14,509 | $ 3,522,083 $ 9,065,911 2.4% 1.1% 1.2%
10 31TF $ 97,130 $ 97,130 |$ 2915 i$ (512) | $ 2,403 |$ 266 | S 412 |s 99,799 $ 100,211 2.7% 3.2% 3.2%
11 32CSF S 15,216,403  $ 41,044,837 | $ 387,383 i$ (68,033) | $ 319,350 |$ 41,399 |$ 64,354 |$ 15,577,151 $ 41,469,939 2.4% 1.0% 1.2%
12 32ISF S 4,188,571 S 16,009,003 | $ 106,707 :$ (18,773) | $ 87,934 |$ 11,440 |$ 17,681 | $ 4,287,945 S 16,126,058 2.4% 0.7% 1.0%
13 32CTF S 1,073,885 S 1,073,885 |$ 27,355 (S (4,780) | S 22,575 | S 2,931 |$ 4,539 |$ 1,099,391 $ 1,103,930 2.4% 2.8% 3.1%
14 32ITF S 7,205,891 S 7,205,891 |$ 183,496 | S (32,142) | $ 151,354 |$ 19,682 | $ 30,491 |$ 7,376,928 S 7,407,419 2.4% 2.8% 3.3%
15 32CsI S 2,697,122 S 12,816,545 | S 68,685 S (12,059) | $ 56,626 | S 7,382 |$ 11,372 | $ 2,761,130 S 12,891,924 2.4% 0.6% 0.8%
16 32181 S 2,811,271 $ 15,222,405 | $ 71,573 | $ (12,545) | $ 59,028 |$ 7,660 |'$ 11,922 |$ 2,877,959 S 15,301,014 2.4% 0.5% 0.6%
17 32CTI S 551,185 S 551,185 | $ 14,039 i$ (2,460) | S 11,578 | $ 1,492 |$ 2,319 |$ 564,256 S 566,575 2.4% 2.8% 2.7%
18 32171 S 5,507,172 $ 5,507,172 | $ 140,613 | S (24,932) | $ 115,681 | $ 14,949 |$ 22,922 |$ 5,637,802 S 5,660,724 2.4% 2.8% 3.0%
19 33T $ [ ols 0is ols o |ls 0 |s 0 ls 0o s [¢] 0.0% 0.0% 0.0%
Total $ 628,460,019 $ 1,023,898,822 | $ 25,838,087 ; $ (4,526,296) | $ 21,311,790 | $ 1,732,861 | $ 2,688,989 |$ 651,504,671 $ 1,049,632,462 3.7% 2.5%
@) (@ (5) (5) (5) (@) (6)
NOTE (1): Revenue Requirement spread based on UG 520 Second Stipulation.
NOTE (2): Plant excess deferred income taxes (EDIT) amortization credit spread to all rate schedules based on the revenue requirement rate spread noted above.
NOTE (3): 02R indicates the entire Residential rate class. Below it are the two Residential sub-classes that make-up the class-wide total. They are as follow:
(1) O2R - SF: Residential Single-Family; and (2) 02R - MF : Residential Multi-Family.
NOTE (4): Total Revenues only indudes margin (with miscellaneous revenues) and gas costs. It excludes temporaries associated with PGA filings. Therefore, for RS 31 and RS 32 rate classes, it is possible for
margin revenues to exceed total revenues for new rates when rate case and PGA effects are combined.
NOTE (5): The margin revenue increase is based on volumetric billing rates rounded to the fifth decimal as necessitated by the Company's tariff. Therefore, there may be a small discrepancy
with the indicated revenue requirement.
NOTE (6): The average customer bill percentage impact figure calculation excludes pipeline capacity charges for RS 31 and RS 32 rate dasses, and thus the bill rate impacts for these schedules are overstated.

In addition to the revenue requirement items, average bill increase or decrease can be impacted by changes in expected use per customer between current and new rates.
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ORDER NO. 25-420

BEFORE THE PUBLIC UTILITY COMMISSION
OF OREGON

UG 520

In the Matter of

NORTHWEST NATURAL GAS COMPANY | THIRD PARTIAL MULTI-PARTY
dba NW Natural, STIPULATION
Request for a General Rate Revision.

. INTRODUCTION

The purpose of this Third Partial Multi-Party Stipulation (“Third Stipulation”) is to
resolve certain issues among Northwest Natural Gas Company, dba NW Natural (“NW
Natural” or the “Company”); Staff of the Public Utility Commission of Oregon
(“Commission”) (“Staff’); the Oregon Citizens’ Utility Board (“CUB”); and Climate
Solutions, Coalition of Communities of Color, Verde, Sierra Club, and Oregon
Environmental Council (collectively, the “Coalition”) (collectively, the “Stipulating Parties”)
in docket UG 520. The Stipulating Parties support all terms in this Third Stipulation. The
Stipulating Parties expect that this Third Stipulation will address all issues among the
Stipulating Parties regarding research and development (“R&D”) reporting, the Low
Income Home Energy Assistance Program (“LIHEAP”), and Oregon Low-Income Gas
Assistance (“OLGA”). The Alliance of Western Energy Consumers (“AWEC”) is also a
party to this docket and does not join the Third Stipulation, but the Stipulating Parties are
authorized to represent that AWEC does not oppose the Third Stipulation.

. BACKGROUND

On December 30, 2024, NW Natural filed a request for a general rate increase (the
“Initial Filing”). 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,
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which would have resulted in an approximate 5.79 percent increase to current customer
rates.

On February 14, 2025, ALJ Spruce issued a Memorandum detailing the procedural
schedule for this proceeding. In accordance with the procedural schedule, Staff and
intervenors filed their Opening Testimony on April 2, 2025, and the parties convened for
settlement discussions on April 22, 2025. NW Natural filed its Reply Testimony on
May 21, 2025, and the parties convened a settlement conference on June 11, 2025, with
settlement discussions ongoing through June 17, 2025. NW Natural, Staff, CUB, and
AWEC reached a First Partial Multi-Party Stipulation addressing several issues in this
proceeding, including all revenue requirement issues, that they filed on June 23, 2025
(“First Stipulation”). The Coalition did not join the First Stipulation, but authorized NW
Natural, Staff, CUB and AWEC to represent that the Coalition does not oppose the First
Stipulation.

On June 24, 2025, in accordance with the procedural schedule adopted by the
ALJ, Staff and intervenors filed Rebuttal and Cross-Answering Testimony. The parties
held additional settlement conferences on June 27, 2025, and June 30, 2025. On
June 30, 2025, as a result of the parties’ settlement discussions, NW Natural, Staff, CUB,
AWEC and the Coalition reached a Second Partial All-Party Stipulation (“Second
Stipulation”) resolving additional issues regarding rate spread and rate design in this
proceeding. The Second Stipulation was filed with the Commission on July 3, 2025.

On July 9, 2025, in accordance with the procedural schedule, NW Natural filed

Surrebuttal Testimony. Following additional settlement discussions on June 30, 2025, and
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July 10, 2025, the Stipulating Parties reached a Third Stipulation, resolving issues
concerning R&D reporting, LIHEAP, and OLGA.

Issues that are specifically excluded from the scope of the First Stipulation under
Paragraph 3 and not resolved by the Second Stipulation or this Third Stipulation will
continue to be litigated in this docket.

lll. TERMS OF AGREEMENT

The Stipulating Parties agree to the following:

1. R&D Reporting: The Company will hold a workshop prior to January 31,

2026, to discuss the Company’s R&D spending and its approach to implementing SB 685.
The Stipulating Parties agree that a workshop would not be needed if a docket is opened
to implement SB 685 prior to the requested date. NW Natural will annually file a report
on its R&D spending in docket UG 520. This annual reporting obligation will continue for
three years, beginning on May 15, 2026.

2. OLGA/LIHEAP: In the event that LIHEAP funding for Oregon is reduced or

eliminated, NW Natural will increase OLGA funding by the amount of the 2023-2024
program year's LIHEAP funding ($1.3 million) and add administrative fees for OLGA
administrators (20 percent), for a total increase of $1.56 million. NW Natural will inform
its OLGA administrators of their allocations of OLGA funding, which will include the

increased funding.
3. To resolve the Stipulating Parties’ issues in this proceeding related to

OLGA:

a. Step One: By August 31, 2025, NW Natural will contact the four
Multnomah County Community Action Partner (“CAP”) agencies that

subcontract with Multnomah County to administer only LIHEAP funds in

UG 520 — THIRD PARTIAL MULTI-PARTY STIPULATION PAGE 3
APPENDIX C
30f7



10

11

12

13

14

15

16

17

18

19

20

21

22

23

ORDER NO. 25-420

order to facilitate those agencies becoming OLGA administrators in
addition to LIHEAP administrators, or solely OLGA administrators in the
absence of LIHEAP. NW Natural will advise these CAP agencies that
their OLGA allocation may reflect increased funds, pursuant to Provision 2
of this Third Stipulation.

b. Step Two: If those agencies show interest in becoming OLGA
administrators, NW Natural will make good faith efforts to facilitate this
transition.

4, OLGA Roll-over Balance: Once the outcome of the 2025-2026 program

year LIHEAP funding for Oregon is known, NW Natural will assess the level of roll-over
balances in OLGA and determine whether NW Natural should set a targeted roll-over
balance in order to maximize distributions each program year while maintaining a
reasonable reserve balance. Ifitis determined that roll-over balances should be adjusted,
then the Company will adjust any incremental OLGA contributions due to the elimination
or reduction of LIHEAP (as noted in Provision 2 of this Third Stipulation), accordingly.

5. Status Update: NW Natural commits to filing an update in dockets UG 520

and UM 2211 about the results and status of Provisions 2-4 of this Third Stipulation by
September 30, 2025. If the outcome of the 2025-2026 program year LIHEAP funding for
Oregon is still unknown by September 30, 2025, NW Natural will file in dockets UG 520
and UM 2211 an additional update within 14 days of the outcome of the 2025-2026
program year LIHEAP funding for Oregon.

6. Bill Discount Program (“BDP”) auto-enrollment: NW Natural will make best-

efforts to work with Oregon Housing and Community Services (“OHCS”) and the CAP
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agencies with which it contracts for OLGA and Gas Assistance Program (“GAP”)
administration to obtain the information necessary for NW Natural to auto-enroll
customers into the appropriate income tier of its BDP. Specifically, NW Natural will work
in good faith to facilitate conversations with OHCS and CAP agencies by August 31, 2025,
to request that these agencies provide NW Natural with the customer income information
necessary to place customers in the correct income tier as part of BDP auto-enrollments.
a. NW Natural will file an update in dockets UG 520 and UM 2211 about the
results and status of its outreach to obtain the information by
December 31, 2025.
b. NW Natural will adjust Schedule 330 to reflect that all customers receiving
LIHEAP, OLGA, and/or GAP are auto-enrolled into the income-
appropriate BDP tier, if the information is available.

7. The Stipulating Parties agree that this Third Stipulation is in the public
interest, and will result in rates that are fair, just and reasonable, consistent with the
standard in ORS 756.040.

8. This Third Stipulation will be offered into the record as evidence pursuant
to OAR 860-001-0350(7). The Stipulating Parties agree to support this Third Stipulation
throughout this proceeding and any appeal, provide witnesses to sponsor this Third
Stipulation at hearing, and recommend that the Commission issue an order adopting this
Third Stipulation. The Stipulating Parties also agree to cooperate in drafting and
submitting joint testimony or a brief in support of this Third Stipulation in accordance with

OAR 860-001-0350(7).
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9. If this Third Stipulation is challenged, the Stipulating Parties agree that they
will continue to support the Commission’s adoption of the terms of this Third Stipulation.
The Stipulating Parties agree to cooperate in cross-examination and put on such a case
as they deem appropriate to respond fully to the issues presented, which may include
raising issues that are incorporated in the settlements embodied in this Third Stipulation.

10. The Stipulating Parties have negotiated this Third Stipulation as an
integrated document. If the Commission rejects all or any material portion of this Third
Stipulation or imposes additional material conditions in approving this Third Stipulation,
any of the Stipulating Parties are entitled to withdraw from this Third Stipulation or
exercise any other rights provided in OAR 860-001-0350(9).

11. By entering into this Third Stipulation, no Stipulating Party approves, admits,
or consents to the facts, principles, methods, or theories employed by any other
Stipulating Party in arriving at the terms of this Third Stipulation, other than those
specifically identified in the body of this Third Stipulation. No Stipulating Party shall be
deemed to have agreed that any provision of this Third Stipulation is appropriate for
resolving issues in any other proceeding, except as specifically identified in this Third
Stipulation.

12.  The substantive terms of this Third Stipulation are not enforceable by any
Stipulating Party unless and until adopted by the Commission in a final order. Each
Stipulating Party avers that it is signing this Third Stipulation in good faith and that it
intends to abide by the terms of this Third Stipulation unless and until this Third Stipulation
is rejected or adopted only in part by the Commission. The Stipulating Parties agree that

the Commission has exclusive jurisdiction to enforce or modify this Third Stipulation. If
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the Commission rejects or modifies this Third Stipulation, the Stipulating Parties reserve
the right to seek reconsideration or rehearing of the Commission order under
ORS 756.561 and OAR 860-001-0720 or to appeal the Commission order under
ORS 756.610.

13.  This Third Stipulation may be executed in counterparts and each signed
counterpart shall constitute an original document.

This Third Stipulation is entered into by each Stipulating Party on the date entered
below such Stipulating Party’s signature.

Respectfully submitted this 5" day of August 2025.

NORTHWEST NATURAL COMPANY, STAFF OF THE PUBLIC UTILITY

dba NW NATURAL COMMISSION OF OREGON

By: /s/Zachary Kravitz By: /s/ Stephanie Andrus

Date: August 5, 2025 Date: August 5, 2025

OREGON CITIZENS’ UTILITY CLIMATE SOLUTIONS, COALITION OF
BOARD COMMUNITIES OF COLOR, VERDE,

SIERRA CLUB, OREGON
ENVIRONMENTAL COUNCIL

By: /s/ Claire Valentine-Fossum By: /s/ Cole Souder
Date: August 5, 2025 Date: August 5, 2025
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