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Executive Summary

On August 1, 2025, Northwest Natural Gas Company d/b/a NW Natural (NW Natural or
Company) filed its 2025 Integrated Resource Plan (IRP) in Docket UG-240312 with the
Washington Utilities and Transportation Commission (Commission). The plan describes how the
Company expects to meet customer demand for natural gas in Washington over the next 20 years
while maintaining reliability, managing costs, and following state climate laws. Commission
staff (Staff) prepared these comments to assess whether NW Natural’s 2025 IRP satisfies the
rules governing gas IRP filings, highlight areas of strength and improvement in the IRP, and
make recommendations for the improvements in the next planning cycle.

NW Natural serves about 800,000 natural gas customers across Oregon and Washington.
Roughly 10 percent of those customers are in Washington, mainly in Clark, Klickitat, and
Skamania counties. The IRP looks at how much gas customers will need in both typical and
extreme weather and what resources the Company plans to use to meet that demand.

This document contains Staff’s observations and recommendations as they relate only to NW
Natural’s IRP. Attached is Appendix A — General Gas IRP Concerns which contains Staff’s
analysis and further recommendations that are applicable to all gas IRPs received by the
Commission in 2025. Appendix A provides essential context that informs Staff’s comments and
recommendations in this document.

Staft reviewed NW Natural’s 2025 IRP and found that the plan does not fully address the
significant policy, economic, and structural risks facing Washington’s natural gas system. The
filing does not adequately meet all of the requirements of WAC 480-90-238. In particular, Staff
found weaknesses in how the plan aligns with Washington’s greenhouse gas limits, how it
models electrification and potential customer loss, and how it plans for long-term affordability
and equity. These issues raise concerns about whether the Company’s plan identifies the lowest
reasonable cost path for customers.

Despite these issues, Staff recommends that the Commission issue a conditional letter of
acknowledgement to NW Natural supporting Staff’s bolded recommendations — those specific to
NW Natural in this document, and those applicable to all gas utilities, can be found in Appendix
A. Staff’s recommendation reflects several factors, including rapid changes within the gas
system and ongoing uncertainty in the future of Washington’s natural gas system. Staff echoes
NW Natural’s statement that, while the planning environment presents analytical challenges and
uncertainty, the recent combination of dynamic environmental policy changes across the Pacific
Northwest and the shifting Federal energy market policies makes this current planning
environment particularly challenging.
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Staff prioritizes the following four recommendations for Company action in its 2027 IRP - three
modifications to the Reference Case' and one additional scenario. Staff discusses the Refence
Case in Key Components of NW Natural’s 2025 IRP later in this document.

In the Reference Case Staff recommends NW Natural:

* Align Company emissions in the middle and long run with State Emissions goals,
RCW 70A.45.020. Staff emphasizes this recommendation both for the purposes of
alignment with the law, but also to better understand the costs associated with
decarbonization.

* Align customer-count growth and attrition with state buildings codes, RCW
19.27A.020(2)(a). Staff emphasizes this recommendation both to align with the law and
to better understand the impacts of declining customer counts on Company operations.

* Develop a heterogeneous customer-perspective model to anticipate how customers
might respond to changing price signals to align with the Climate Commitment Act,
RCW 70A.65. Staft emphasizes this recommendation both to align with the law and to
understand the equity implications of emissions reductions.

Staft requests NW Natural include a scenario in which all of the variables tending to
accelerate the “worst-case scenario” are intensified, within plausible bounds, at the same
time. Staff refers to this as a “plausible worst-case scenario” and outlines it further in
Appendix A. Staff emphasizes this one scenario to provide a stress test and a clear timeline for
the development of policies to avoid risks to ratepayers and the Company

Due to the deficiencies noted above, Staff also recommends the Commission direct NW
Natural to file a comprehensive, detailed work plan by January 15, 2026, to begin working
with Staff and parties earlier in the planning process to ensure that the recommendations
contained in Staff comments are incorporated into its 2027 IRP. The deadline was selected to
compensate for NW Natural’s 18-month delay relative to peer utilities following its approved
exemption from WAC 480-90-238. This schedule is intended to ensure the Company begins
addressing identified deficiencies promptly and is positioned for full compliance in the 2027 IRP
cycle. Staff notes that addressing all of Staff’s recommendations is a considerable amount of
work that might stress the limitations of a normal IRP technical advisory timeline. Therefore,
Staft is requesting an earlier start and longer work time to collaborate with NW Natural to bring
the Company into full compliance. Staff includes recommendations throughout these comments.
These comments are intended to bring NW Natural into compliance and improve the quality of
the analysis with respect to current Washington public policies more generally.

' In NW Natural’s 2025 IRP, the Reference Case is the baseline scenario showing expected demand,
resources, and emissions under current laws and market conditions. It includes population growth,
energy efficiency, and weather variability but no new electrification or policy changes. All other
scenarios - like Hybrid or All-Electric - are compared against it to assess impacts on costs, emissions,
and resource needs.
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Comprehensive Summary of Staff Recommendations

In addition to the prioritized recommendations above, Staff lists a comprehensive summary of
Staff recommendations contained within this document, delineated into five categories: Process
and Regulatory Alignment; Data and Forecasting Enhancements; Scenario and Resource
Analysis; Equity, Affordability, and Community Engagement; and Transparency and Cost
Reporting. Staff looks forward to working with the Company and interested persons to discuss
the following issues throughout the next IRP development and Advisory Group process.

Process and Regulatory Alignment

e Align the IRP with Washington’s Climate Commitment Act, State Energy Code, and
WAC 480-90-238 to ensure full statutory compliance and iterative alignment with future
code stringency.

e Begin the IRP process within three months, before the standard compliance schedule, to
allow NW Natural to catch up to peer utilities.

e Explicitly demonstrate alignment with Department of Ecology’s statewide emission-
reduction targets, incorporating applicable milestones and compliance caps.

e Provide iterative feedback loops across demand forecasting, conservation, electrification,
and emissions modeling to improve consistency and regulatory traceability.

Data and Forecasting Enhancements

e Strengthen Washington-specific modeling to reflect local demand drivers, including
Clark County housing data, OFM population forecasts, and State Energy Code milestones
as they become more stringent.

e Update conservation assumptions using the most recent Conservation Potential
Assessment and test outcomes under varying policy, market, and climate conditions.

e Develop detailed cost and emissions analyses for hydrogen and synthetic methane prior
to including them as decarbonization resources.

e Ensure building-code iterations and Ecology compliance forecasts are embedded into
demand modeling and avoided-cost updates.

Scenario and Resource Analysis

e Integrate cost-effective demand response directly into electrification scenarios to reflect
realistic system impacts.

¢ Include customer-level bill impact analyses for all major compliance and electrification
pathways.

e Model statutory purchase limits and test constrained-allowance scenarios to capture
potential compliance challenges under Ecology rulemakings.

e Translate compliance-cost volatility into estimated customer bill impacts and identify
mitigation strategies.
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Incorporate transportation customers into decarbonization and peak-demand modeling,
including electrification, efficiency, and policy exposure under the Climate Commitment
Act (CCA).

Expand modeling of upstream and distribution emissions (methane leakage, supply-chain
sources) to capture full lifecycle emissions consistent with Ecology’s inventory
framework.

Equity, Affordability, and Community Engagement

Use transparent, data-driven demographic baselines for equity analysis and avoid
perception-based or advocacy materials as evidence.

Report participation metrics for all outreach activities, including attendance counts,
income-qualified participation, and language access.

Establish clear performance metrics for the Community and Equity Advisory Group
(CEAG) and allow Commission Staff to observe meetings for transparency.

Include customer-level affordability analyses in all major scenarios to evaluate rate and
equity impacts.

Provide equity breakdowns of conservation participation and benefits to assess how
programs reduce energy burden for priority populations.

Transparency and Cost Reporting

Disclose allowance-price trajectories, ceiling-price assumptions, and Social Cost of
Greenhouse Gas (SCGHG) inputs.

Update avoided-cost values and conservation assumptions to align with the preferred
portfolio, State Energy Code projections, and current policy + Ecology emission
conditions.
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Introduction

Background

WAC 480-90-238 requires each natural gas utility regulated by the Commission to develop an
IRP, describing the mix of natural gas supply and conservation selected to “meet current and
future needs at the lowest reasonable cost to the utility and its ratepayers.”! In preparing an IRP,
utilities are required to consider changes and trends in energy markets, resource costs, state and
federal regulatory requirements, and other shifts in the political and market landscape. The rule
requires that each investor-owned utility (IOU) conduct a comprehensive analysis of the costs
and benefits, including risk mitigation benefits of various approaches to meeting future resource
needs using the best available information. The intent is for each IOU to develop a strategic
approach that fits its unique situation, while minimizing risks and costs for the Company and its
ratepayers.

Procedural History

NW Natural filed its final IRP on August 1, 2025, three years after its last plan, which was filed
on September 23, 2022. WAC 480-90-238(4) requires each IRP to be filed within two years of
the previous plan, unless otherwise ordered by the Commission. NW Natural petitioned for
exemption from the rule on September 15, 2023. In its petition, the Company discussed its plans
to confer with its Equity Advisory Group (EAG) in February 2024 and to develop its public
engagement and IRP workplan, which would be filed by May 1, 2024.

Staft filed a response objecting to the extension request in the petition. Staff recommended
possible conditions for extending the Company’s timeframe, such as requiring the Company to
set forth a plan for collaborating with its Technical Advisory Group (TAG) on technical issues
unrelated to equity issues, instead of rejecting the petition. ? Staff proposed the following
conditions:

1. NW Natural shall meet with its equity advisory group (EAG) in late February 2024 to
discuss its workplan related to equity and public engagement;

2. NW Natural shall work with Staft and its Technical Advisory Group (TAG) on the
technical recommendations for the 2022 IRP between the entry of this Order and the
filing of the Company’s IRP workplan on May 1, 2024; and

3. NW Natural shall work with Staff and its EAG and TAG on technical issues and other
issues raised relating to the development of its IRP.

2 NW Natural did not demonstrate a unique hardship and would not be using the extension period to begin
work earlier or improve IRP quality. In re NW Natural Gas Company 2021 Seeking Extension for 2024
Integrated Resource Plan, Docket UG-230783, Staff Open Meeting Memorandum (December 21, 2023).
3 Staff Open Meeting Memorandum, Docket UG-230783, Northwest Natural Gas Company Petition for
Exemption from WAC 480-90-238(4), December 21, 2023.
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The Commission ultimately granted the petition for exemption from the rule without Staff
recommendations, as in the public interest pursuant to WAC 480-07-110.* This changed the final
IRP due date from September 23, 2024, to August 2, 2025, and delayed the beginning of NW
Natural’s IRP work.

IRP Findings

NW Natural’s 2025 Integrated Resource Plan (IRP) presents the Company’s long-term strategy
to meet customer demand for natural gas service over the next 20 years while maintaining
system reliability, ensuring safety, and meeting regulatory requirements. The plan projects
overall demand in Washington to remain relatively flat or decline slightly through 2045 due to
ongoing efficiency improvements and declining heating degree days.

The IRP forecasts that total system deliveries across Oregon and Washington will grow modestly,
with overall gas demand increasing at an average annual rate of approximately 0.2 percent, while
residential and commercial usage per customer continues to decline. In Washington, the
Company expects little or no growth in total consumption as new housing construction is offset
by efficiency gains and evolving state building codes.

NW Natural identifies conservation and energy efficiency as key long-term resources. The
Company estimates incremental achievable potential of roughly 390,000 therms in 2026 and
cumulative savings of about 11 million therms by 2050, equivalent to a 26 percent reduction in
peak day load compared to a no-efficiency scenario. These savings projections are similar to
those in the 2022 IRP but extended through a longer planning horizon.

The Company’s preferred portfolio continues to emphasize energy conservation, renewable
natural gas (RNG) development, and maintenance of core system infrastructure. NW Natural
expands its analysis of low-carbon fuels from four categories in the previous IRP to 22 in this
filing, including RNG from landfill gas, wastewater, and agricultural feedstocks, as well as
hydrogen, synthetic methane, and carbon capture and storage (CCS) beginning in 2035. RNG
supply is assumed to begin contributing in 2028.

Reliability planning remains centered on key firm resources, including the Mist Underground
Gas Storage Facility and the Portland LNG plant. Mist continues to serve as the Company’s
principal peak-day balancing resource, while the Portland LNG facility is slated for a cold box
replacement project to maintain peak-shaving capacity.

The Company’s compliance strategy under Washington’s Climate Commitment Act (CCA)
assumes continued access to auction allowances and offset credits, with compliance costs
determined by market-based allowance prices. NW Natural models both Washington and Oregon
compliance requirements and incorporates allowance purchases, renewable thermal credits
(RTCs), and community climate investments as available options.

4 In re NW Natural Gas Company 2021 Seeking Extension for 2024 Integrated Resource Plan Docket
UG-230783, Order 01, at 3-4 915 (Dec. 21, 2023) (NW Natural Petition for Exemption).
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The 2025 IRP identifies the preferred resource strategy as maintaining reliable and safe system
operations, investing in cost-effective energy efficiency, expanding renewable gas development,
and managing compliance costs under the CCA through a mix of allowances, RNG, and potential
future alternative fuels

Staff Comments
Rationale for Staff’s Conditional Acknowledgement Recommendation

Staff recommends that the Commission issue a conditional letter of acknowledgment for NW
Natural’s 2025 IRP because, while the filing did not fully satisfy the requirements under WAC
480-90-238 and RCW 70A.65 (Climate Commitment Act), it did demonstrate incremental
improvement toward meeting Washington’s statutory and regulatory requirements. Despite
Staff’s significant concerns with NW Natural’s IRP, we hesitate to recommend
disacknowledgement. This IRP would have been more than adequate to meet the requirements of
rule five years ago and, while the rule hasn’t changed, the uncertainty and risks to the system
have.

It is Staff’s understanding that a conditional acknowledgment appropriately recognizes NW
Natural’s progress toward meeting WAC 480-90-238 while requiring corrective actions to ensure
Washington-specific data integrity, transparent emissions accounting under the CCA, and full
alignment with statewide decarbonization policy.

Summary of Staff Comments

Northwest Natural’s 2025 Integrated Resource Plan reflects limited change from the Company’s
2022 filing and, in Staft’s assessment, does not provide a reliable foundation for prudency
determinations. The plan does not sufficiently meet the requirements of WAC 480-90-238, as
Staft found that it fails to demonstrate the lowest reasonable cost, omits Washington-specific
forecasting inputs, does not evaluate renewable and low-carbon fuels against demand-side
options, excludes customer bill impact analysis, fails to model statutory allowance limits, and
provides no enforceable emissions-reduction pathway consistent with state climate mandates.

While the 2025 IRP shows incremental progress from NW Natural’s 2022 filing, significant gaps
remain. However, Staff recognizes several notable improvements in this plan: the incorporation
of CCA compliance costs into avoided cost modeling, the use of the Social Cost of Carbon in
early years, the expansion of scenario modeling to include hybrid and full electrification
pathways, and the introduction of stochastic cost modeling to capture price uncertainty. Staff also
acknowledges improvements in demand forecasting, including the integration of declining
heating degree days, which result in a flat-to-declining customer growth outlook.

However, these enhancements do not resolve the core deficiencies that limit the usefulness of the
plan for Commission decision-making. Staff remains concerned that: (1) the IRP continues to
treat emissions primarily as financial risks rather than binding statutory limits; (2) the Company
assumes unlimited access to allowances at the ceiling price without testing constrained or
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limited-allowance scenarios; and (3) the plan does not translate compliance cost volatility into
customer bill impacts. In addition, the IRP continues to rely on outdated conservation data from
the 2023 Conservation Potential Assessment despite new policy and market conditions, and
transparency in price forecasting remains limited; key inputs such as allowance trajectories and
purchase-limit modeling are not disclosed.

Accordingly, the following sections of Staff’s comments are organized to reflect this balance:
first, identifying areas where the Company made meaningful improvements; second, detailing
where the 2025 IRP still fails to meet the analytical and statutory requirements of WAC 480-90-
238; and third, outlining targeted recommendations to ensure that future IRPs are transparent,
Washington-specific, and aligned with state climate and affordability goals.

Staff applauds the Company’s improved integration of climate change into load forecasting but
remains deeply concerned that scenario analysis is limited to a single “moderate” pathway
(SSP2-4.5). The absence of high-emissions or high-climate-sensitivity scenarios for the near term
reduces the IRP’s value as a stress-testing tool for portfolio resilience.

Key reliability resources, such as Mist underground storage and the Portland LNG cold box
replacement, are treated as static and fully firm in the modeling, with no sensitivity analysis or
alternatives assessment presented. This could understate system risk or over-commit customers
to infrastructure investments without fully evaluating lower-cost or non-pipeline alternatives.

NW Natural’s IRP fails to analyze decarbonization, policy risks, or efficiency potential for
transportation customers.

Finally, while NW Natural documents expanded outreach efforts, the IRP does not report
participation metrics or distributional equity outcomes, limiting the ability to evaluate whether
procedural equity goals were met.

As detailed in Staft’s analysis, the 2025 IRP does not fully satisfy the following provisions of
WAC 480-90-238:

o Cost-Risk Analysis
The IRP does not adequately demonstrate how resource planning meets the statutory
definition of “lowest reasonable cost,” including risks associated with emissions and
compliance obligations. The Company’s preferred portfolio omits risk-adjusted cost
analysis for allowance purchases, offsets, and carbon mitigation options, and lacks
sensitivity testing to validate the prudency of its path.

o Demand Forecasting and Policy Integration
The IRP does not fully consider the effect of updated building codes and state climate
policies on future natural gas demand. Demand forecasts rely heavily on historical trends
and do not reflect accelerated electrification or customer attrition resulting from local
code adoption or climate policy milestones.
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e Resource Evaluation and Alternative Pathways
The Company’s treatment of renewable and low-carbon fuels remains incomplete. While
NW Natural expands its review of renewable natural gas and other alternative fuels, the
IRP does not evaluate these resources within a lowest-reasonable-cost portfolio
framework or compare them against demand-side and electrification pathways.

e Compliance Cost and Affordability Analysis
NW Natural does not provide a comparative evaluation of compliance strategies that
reflect ratepayer risk under allowance-price volatility. The IRP models allowance and
offset costs, but does not translate compliance-cost exposure into customer bill impacts
limiting the ability to assess affordability and rate effects under different carbon-price
scenarios.

e Climate and Scenario Testing
NW Natural does not demonstrate enforceable compliance with Washington’s statutory
climate mandates. The IRP lacks constrained-allowance scenario testing to reflect
statutory purchase limits under the Climate Commitment Act. Although the Company
enhanced its price-forecasting framework, it does not integrate demand forecasts and
resource evaluations into a long-range plan that shows compliance under limited-
allowance or high-price conditions.

Based on its limited engagement with urgent systemic risks, reliance on outdated assumptions,
and lengthy but tangential electrification analysis, NW Natural’s 2025 IRP falls significantly
behind its peers. Although NW Natural had approximately 18 months to develop this plan due to
the petition, the IRP still falls short and is the weakest submitted in 2025.

General recommendations for all gas utilities

In Appendix A, Staff proposes general recommendations applicable to all gas utilities regulated
by the Commission. These are being offered in addition to the analysis specific to NW Natural.
Staff outlines what it sees as the most critical risk facing and shared by all gas utilities and gas
ratepayers in the State of Washington. In summary, these recommendations are:

1. The analysis of the IRP must include alignment, in the short and long-run, with
essential statutes and rules, and with essential microeconomic foundations.

2. Gas utilities should model a “plausible worst-case scenario.”

3. Gas utilities should begin research and development of policy interventions to avoid
critical systemic instabilities. Staff reccommends starting with investigating elevated
avoided cost and accelerated depreciation.

The analysis in Appendix A also informs Staff’s NW Natural specific analysis in these
comments. Staff recommends reviewing Appendix A prior to reviewing the analysis below.



Docket UG-240312
Staff Comments on NW Natural’s Integrated Resource Plan
Page 10

Key Components of NW Natural’s 2025 IRP

Staft highlights some significant changes as compared with the Company’s last IRP. For select
topics Staff also highlights areas of improvement and provides recommendations for
consideration.

Reference Case Scenario

Staft highlight that the Reference Case is the Company’s baseline scenario where all other
demand and policy scenarios are compared. It represents the expected load forecast, resource
strategy assumptions, and emissions trajectory under existing market, policy, and customer
conditions without additional interventions beyond those already in force.

In the IRP, the Reference Case projects flat or declining demand and minimal customer growth in
Washington through 2050 shown in Figure 1, below. Residential demand remains roughly level
as energy efficiency offsets any increase from new construction. The Company’s modeling -
drawing from AEG’s Washington conservation potential assessment data and daily weather-
adjusted usage per customer - shows that even with modest housing additions, the net effect is a
flattening load profile for residential customers. Energy-efticiency savings of roughly 72,000
therms for Washington residential and commercial customers are projected to begin in 2026.

Therms

) w

o < 0 o E ah
¥ o S O & il e, e g

— Residential Historica —s— Residential Forecast - —Resldential Forecast (EE)

——Historical 5mall Commerical ~ —s—5mall Commerical Forecast = —=5mall Commerical Forecast (EE)

Figure 1:Reference Case - Residential and Small Commercial Demand Forecast’

Small commercial demand also trends downward through 2050, remaining below 2022 levels.
Core demand (residential and small commercial) is nearly flat with visible decline beginning
after 2035, especially when energy-efficiency decrements are applied. This flattening reflects
lower usage per customer due to Washington building codes and appliance standards.

> NW Natural, 2025 Integrated Resource Plan Fig. 4.20, at 4-52 (2025) (“Reference Case — Residential
and Small Commercial Demand Forecast™).
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Demand Forecast

Staft consistently emphasizes the importance of using Washington-specific data when developing
demand forecasts. During discussions, the Company indicated that Washington-specific data was
“not a forecast” and expressed reluctance to generate its own projections, citing a desire to
maintain objectivity. However, Staff remains concerned about the Company’s continued reliance
on Oregon-based indicators - such as Oregon housing starts and Portland Metro growth patterns -
as proxies for its Washington service territory.

NW Natural’s 2025 IRP projects flat-to-declining demand in Washington, a notable shift from
the modest growth forecasted in the 2022 IRP. The decline is driven largely by lower per-
customer usage, resulting from efficiency gains, and declining heating degree days.” Residential
and Commercial customer counts are projected to remain roughly flat or slightly increase,
underscoring that the reduction is not due to customer loss but reduced consumption per
customer, a central concern articulated by Staff.®

6 “Housing starts” refer to the number of new privately owned residential construction projects on which

construction has begun during a specific period. A start of construction occurs when excavation begins for

the footings or foundation of a building. This metric is a key economic indicator used to assess housing

market activity and broader economic conditions. It includes both single-family homes and multifamily

residential buildings and is influenced by factors such as consumer demand, financing, and construction

costs.

U.S. Census Bureau, Survey of Construction: Definitions (“Start of Construction”),
https://www.census.gov/construction/soc/definitions.html?

" In re NW Natural Gas Co.s 2025 Integrated Resource Plan, Docket UG-240312, 2025 Integrated

Resource Plan, at 4-23 (Aug. 1, 2025).

8 In re NW Natural Gas Co.’s 2025 Integrated Resource Plan, Docket UG-240312, 2025 Integrated

Resource Plan, at 4-7; 4-8 (Aug. 1, 2025).
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Permitted Residential in Clark County 2025
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Figure 2: Permitted Residential in Clark County 2025’

Clark County data demonstrates that housing growth remains robust: permitted residential units
totaled 3,838 in 2025, a level consistent with or exceeding pre-pandemic trends.!® This growth
pattern, particularly in multifamily construction, contradicts the IRP’s narrative that regional
housing activity is slowing due to affordability constraints. By relying on Oregon data, NW
Natural risks mischaracterizing the drivers of Washington demand trends and underplays the
central role of state policy in reducing gas load.

? Staff created figure using Washington Office of Financial Management, April 1 Postcensal Estimates:
Building Permits, 1990—Present, “Data were obtained from the Washington State Office of Financial
Management (OFM) April 1 Postcensal Estimates dataset, which compiles annual residential building
permit activity by county and jurisdiction from 1990 to the present.”
https://ofm.wa.gov/sites/default/files/public/dataresearch/pop/april1/hseries/ofm_aprill postcensal permi
ts_1990-present.xlsx

10 City of Vancouver, WA, GIS Map: 5bba3e6ca7cc4719b2ef15388013fcde (ArcGIS GeoHub) (accessed
Sept. 30, 2025), https://city-of-vancouver-wa-geo-hub-
cityofvancouver.hub.arcgis.com/maps/Sbba3e6ca7cc4719b2ef15388013fcde



https://city-of-vancouver-wa-geo-hub-cityofvancouver.hub.arcgis.com/maps/5bba3e6ca7cc4719b2ef15388013fcde
https://city-of-vancouver-wa-geo-hub-cityofvancouver.hub.arcgis.com/maps/5bba3e6ca7cc4719b2ef15388013fcde
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Trends in gas adoptionin Vancouver, Wa
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Figure 3: Trends in gas adoption in Vancouver, WA!!

Staff also notes that Washington building codes are on a clear trajectory to require zero-fossil-
fuel greenhouse gas emissions in new buildings by 2031, meaning that even strong housing
growth is unlikely to produce significant new gas load.!? Ignoring these policy milestones risks
overstating future demand and misaligning resource planning with Washington’s statutory
framework.

Staff recommends that NW Natural, in its 2027 IRP, incorporate the Washington Office of
Financial Management population projections, Clark County housing permit data, and
State Building Code Council (SBCC) code milestones directly into its demand forecasting
methodology. Staff points to precise and accurate demand forecast results’ role in Appendix A.
This would provide a more credible, locally grounded forecast that accurately reflects the drivers
of gas demand in Washington and aligns with the requirements of WAC 480-90-238.

Conservation

The Company identifies approximately 390,000 therms of incremental achievable potential in
2026, with cumulative savings of about 11 million therms by 2050, and projects that energy
efficiency programs will reduce peak day load by 373,000 dekatherms, or 26 percent, by 2050.
NW Natural attributes part of the increase in long-term conservation potential to “emerging
technologies” and the use of a cost-effectiveness override in the model. The Company defines

' Northwest Natural Gas, Quarterly Operations Reports (residential customer growth data derived by
author); Washington State Office of Financial Management, New Residential Units (postcensal housing
permit series), available at
https://ofm.wa.gov/sites/default/files/public/dataresearch/pop/april 1 /hseries/ofm_aprill postcensal permi
ts_1990-present.xIsx.

2RCW 19.27A.020(2)(a); Washington State Building Code Council, 2021 Washington State Energy
code: Progress Toward 2030, at 15 (2023).



https://ofm.wa.gov/sites/default/files/public/dataresearch/pop/april1/hseries/ofm_april1_postcensal_permits_1990-present.xlsx
https://ofm.wa.gov/sites/default/files/public/dataresearch/pop/april1/hseries/ofm_april1_postcensal_permits_1990-present.xlsx
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emerging technologies as equipment not yet commercially available but with a reasonable
chance of reaching the market within 20 years. While this suggests a growing role for efficiency,
overreliance on technologies not yet commercially available introduces the Company to
uncertainty and risk in the future. !?

NW Natural’s IRP relies on the conservation potential identified in the 2023 Conservation
Potential Assessment (CPA), instead of the more recent 2025 CPA, with no significant updates to
long-term targets. While the 2023 CPA incorporated updated data inputs, the 2050 conservation
goals remain materially unchanged from the previous plan. Staff is concerned that this trajectory
may be overly optimistic given shifting policy landscapes, evolving market conditions, and
Washington state climate and equity requirements, particularly in light of the 2025 CPA, which
identified a two-year potential 37 percent lower than the 2023 assessment. '

Staft also notes that if the Department of Ecology adaptively manages CCA allowance auctions
to align emissions with statutory reduction goals, the amount of prudent energy efficiency
investment would likely increase dramatically. Higher avoided costs under such a scenario would
fundamentally reshape the cost-effectiveness of conservation measures, further underscoring the
need for NW Natural to update its conservation analysis with current data and policy
assumptions.

Although NW Natural adjusts its conservation forecast to exclude savings from new customers
to reflect updated building codes, there are no parallel updates to capture the effects of pending
appliance standards or to assess achievable savings under scenarios of accelerating
electrification.

Finally, equity impacts are not analyzed: the IRP does not attempt to forecast how energy
efficiency benefits are likely to be distributed among income-qualified customers, renters, or
other priority populations, leaving open questions about whether programs are addressing energy
burden and participation gaps or exacerbating them.

Staff recommends that NW Natural, in its 2027 IRP, coordinate CPA development with IRP
timelines, increase transparency, and include sensitivities that test conservation potential
under alternative policy, market, and climate scenarios. Future IRPs should also provide
equity disaggregation of conservation benefits and participation rates to demonstrate alignment
with Washington’s equity objectives under RCW 70A.65.

Electrification Study

NW Natural’s 2025 IRP includes an electrification study prepared by a third-party, Inner City
Fund (ICF), that evaluates the implications of building electrification for Oregon and

13 See Staff’s findings in the Washington Low-Income Energy Efficiency program concerning their 37%
savings realization rate after conducting an evaluation, measurement and valuation study on their low-
income weatherization program.

" In re NW Natural’s 2025 Conservation Potential Assessment, Docket UG-250429, 2025 Conservation
Potential Assessment, at 4 tbl.3 (Jun. 2, 2025).
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Washington. The study modeled three scenarios: modest customer electrification, hybrid system
electrification, and all-electric buildings.'> These scenarios projected significant increases in
peak electricity demand as customers transition from natural gas appliances to electric heat
pumps, particularly for space heating.

While the study identifies the costs of new electric capacity required to meet these peak loads for
Oregon, it does not integrate cost-effective demand response (DR) programs as part of the
electrification scenarios for Washington.!%!” Instead, NW Natural modeled electrification as a
direct increase in electric load, assuming that additional peaking resources would be needed to
maintain reliability. This approach places heavy emphasis on the costs of electrification while
omitting the moderating role of demand flexibility, which is widely recognized by regulators and
utilities as a cost-effective tool to reduce peaks.

This omission creates an asymmetry: the IRP recognizes DR for gas planning but ignores its
application for electric scenarios.'® As a result, the study highlights the costs of peak demand
associated with electrification while downplaying or excluding solutions that would materially
reduce those costs. Staff notes that this treatment introduces a bias against electrification by
overstating its system costs.

NW Natural has also declined to meaningfully engage with Staff’s prior technical feedback on
electrification modeling. The Company maintains that its scenarios span a wide enough range of
customer counts to cover potential risks, including the “death spiral.” In reality, the IRP hard-
codes customer counts into the model. This structural limitation prevents the scenarios from
testing strategies to mitigate harm, such as cost-shifting dynamics as customers exit the gas
system.'? Instead of offering a plan to manage these risks, NW Natural merely passes along
model outputs without addressing how the Company intends to adapt if electrification accelerates
beyond its assumptions.

The IRP’s “all-electric” scenario also does not reduce emissions enough to align proportionally
with state goals, nor does the analysis consider impacts from a customer perspective. Staff has
requested confirmation of expected bill impacts for different customer classes in 2045, as the IRP
appears to suggest that electrification may actually be cheaper for participating customers, but no
clear bill analysis is provided. Relatedly, the Company’s claim that the Reference Case results in
lower emissions is misleading. The Reference Case represents the baseline scenario, combining
the expected load forecast and the preferred resource strategy assumptions against which all

15 In re NW Natural 2025 Integrated Resource Plan, Docket UG-240312, 2025 Integrated Resource Plan,
at 10-25 (Aug. 1, 2025).

16 NW Natural, LC-86 Presentation, slides 27-28, In re NW Natural 2025 Integrated Resource Plan,
Docket No. LC-86 (Or. Pub. Util. Comm’n 2025)

17 In re NW Natural 2025 Integrated Resource Plan, Docket UG-240312, 2025 Integrated Resource Plan,
at 10-32 (Aug. 1, 2025)

18 In re NW Natural 2025 Integrated Resource Plan, Docket UG-240312, 2025 Integrated Resource Plan,
at 6-47 (Aug. 1, 2025).

19 In re NW Natural 2025 Integrated Resource Plan, Docket UG-240312, 2025 Integrated Resource Plan,
at 11-27 (Aug. 1, 2025).
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other policy and electrification scenarios are compared. However, paying for allowances under
this baseline does not equate to Ecology lowering total emissions at the state level.

Staft also stresses that averages mask distributions. Figures 11.12 and 11.15, in the IRP, show
cumulative costs and savings under the all-electric scenario, but NW Natural was unclear on the
fact that the transition to electric heating will begin at the margins, not with the “average”
customer.2%21-22 Similarly, Table 11.1 (row 2) in the IRP contradicts the equation NW Natural
provided: the table shows a stepwise function while the equation specifies a continuous, linear
curve. Staff agrees that linear and asymptotic elasticities are flawed, but notes that this is
addressed more fully in Appendix A.

Beyond these structural issues, the modeling of electrification scenarios remains constrained.
Figure 10.3 in the IRP compares scenario differences by showing assumed levels of
electrification for residential and commercial customers, both existing and new, by end-use.?*
Adoption is modeled only at end-of-life for gas equipment, using milestone percentages and S-
curves, and implemented as hard-coded changes in customer counts. This does not capture the
policy, market, or behavioral drivers that could accelerate or slow adoption, nor does it test the
policy or incentive frameworks required to achieve the assumed rates. As a result, the IRP does
not adequately inform the Commission of the risks posed by faster-than-expected electrification
(e.g., stranded assets, cost shifts to remaining customers) or slower-than-expected adoption (e.g.,
missed compliance targets).

Staff recommends NW Natural, in its 2027 IRP, provide a more balanced and realistic
analysis of electrification by integrating cost-effective demand response directly into
electrification scenarios, rather than treating it separately. The Company should also
incorporate customer-level bill impact analysis to clarify the affordability implications of
different compliance pathways. In addition, inconsistencies in elasticity modeling should be
corrected, with results reported in a way that reflects the distribution of impacts rather than
relying on averages alone. Finally, the modeling should evaluate the policy and market
mechanisms required to achieve the adoption rates it assumes, ensuring that the scenarios are not
only technically sound but also grounded in realistic implementation pathways.

Price Forecasts

NW Natural’s 2025 IRP presents an approach to price forecasting that is opaque and difficult to
analyze.? The Company bases natural gas price forecasts on third-party reference cases. The IRP
then incorporates emissions compliance costs under the CCA, including allowance auctions,

20 In re NW Natural 2025 Integrated Resource Plan, Docket UG-240312, 2025 Integrated Resource Plan,
at 11-20, fig. 11.12 (Aug. 1, 2025)

2 Id. at 11-20 fig. 11.13.

2 Id. at 11-24 fig. 11.15.

2 Id. at 11-25 table 11.1.

2 Id. at 10-11fig. 10.3.

2 In re NW Natural 2025 Integrated Resource Plan, Docket UG-240312, 2025 Integrated Resource Plan,
at 11-27 (Aug. 1, 2025).
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emissions caps, and ceiling price mechanisms. The modeling framework includes CCA
compliance costs, uses the social cost of carbon as a component in estimating direct emissions
costs (e.g., as a CCA compliance resource — see Figure 3), and incorporates price uncertainty
(particularly in alternative fuels/fuel compliance costs) through stochastic modeling and cost
adjustments over time.?
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Figure 4: Washington Emission Compliance Resource Requirements>’

The IRP provides only high-level information on allowance price trajectories, ceiling price
assumptions, and Social Cost of Greenhouse Gas (SCGHG) values, making it difficult for parties
to evaluate the reasonableness of these inputs. While the IRP’s Appendix G summarizes general
parameters for the Company’s stochastic allowance price simulation, the underlying numeric
data, annual price series, and integration steps are not disclosed, limiting transparency and
preventing independent verification. The IRP also assumes that the Company can purchase
unlimited allowances at the ceiling price without modeling statutory purchase limits or testing
scenarios where allowance availability is constrained. Finally, although the modeling framework
accounts for price volatility, the IRP does not translate these outcomes into customer bill impacts
or propose mitigation strategies to shield customers from compliance cost spikes.

Staff recommends that NW Natural improve transparency and rigor in its 2027 IRP by: (1)
disclosing allowance price, ceiling price, and SCGHG inputs; (2) incorporating statutory

26 NW Natural, Technical Working Group #9 Presentation, at 82—83, In re NW Natural 2025 Integrated
Resource Plan, Docket No. UG-240312 (Wash. Utils. & Transp. Comm’n 2025).

27 In re NW Natural 2025 Integrated Resource Plan, Docket UG-240312, 2025 Integrated Resource Plan,
at 145 fig. 4.39 (Aug. 1, 2025).
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purchase limits and testing constrained-allowance scenarios; and (3) translating
compliance cost volatility into customer bill impacts with mitigation strategies.

Upstream and Distribution Emissions

In order to identify cost-effective conservation measures, the IRP must include an analysis of the
SCGHG emissions, including the effect of emissions occurring in the gathering, transmission,
and distribution of natural gas to the end user.?® In NW Natural’s 2025 IRP the treatment of
upstream and distribution emissions remains limited and largely peripheral to the core planning
analysis. While the Company provides reference-case emissions forecasts that include
distribution-level emissions for Washington, the plan does not fully model upstream emissions
associated with extraction, processing, and transmission, despite growing regulatory scrutiny and
their significant contribution to lifecycle emissions.

Methane leakage, a powerful short-lived climate pollutant, is particularly important in this
context. Although NW Natural has historically maintained a relatively low reported leak rate, the
IRP does not evaluate how tightening methane accounting protocols or satellite-based
verification might alter emissions projections or compliance obligations under the CCA.
Furthermore, the IRP does not incorporate scenarios where upstream emissions, especially from
high-leak basins or imported LNG, are priced or regulated more aggressively.

Staff recommends NW Natural, in its 2027 IRP, further scrutinize upstream emissions
sources, methane leakage assumptions, and the cost-effectiveness of electrification
pathways compared to continued pipeline investment.

Mist Recall

In the 2025 IRP, NW Natural includes an updated assessment of its Mist Underground Gas
Storage Facility and associated recall assumptions. Mist continues to play a critical role in NW
Natural’s system reliability, particularly during peak winter demand. The IRP treats Mist as a
firm, dispatchable storage asset, capable of delivering its contracted volume over defined
durations and serving as a cornerstone of the Company’s peak-day and contingency planning.

While NW Natural updates deliverability estimates to align with new load forecasts and demand
shapes, the facility’s performance assumptions remain largely static in the modeling. The IRP
highlights Mist’s value in offsetting peak-day demand and balancing the system under
constrained pipeline conditions, but it does not examine risks such as geological degradation,
deliverability decline, constraints on refill gas acquisition, or policy developments that could
affect storage operations or emissions compliance costs.

Additionally, the IRP does not appear to test sensitivity cases that simulate partial unavailability
or reduced recall rates, nor does it present contingency plans or resource alternatives in the event
Mist becomes unavailable or uneconomic. Without such analysis, the IRP may overstate the

28 RCW 80.28.380(1).
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security of supply and understate the cost risk associated with treating Mist as a perfectly firm
resource.

Portland LNG “Cold Box” Replacement

In the 2025 IRP, NW Natural identifies a critical infrastructure upgrade at its Portland Liquefied
Natural Gas (LNG) facility - the replacement of the aging cold box. The cold box plays a central
role in the liquefaction and vaporization process, enabling the facility to provide peak-shaving
services during periods of high demand. The IRP indicates that the existing cold box is nearing
the end of its useful life and that replacement is necessary to maintain the facility’s reliability and
operational safety. The project is identified as part of the near-term action plan, positioning it as a
priority capital investment.

Staff believes this investment is framed as a reliability-driven project with implications for
system resilience and peak capacity support. The new cold box is expected to preserve the
facility’s output capabilities and continue to serve as a key non-pipeline capacity resource. The
replacement also offers an opportunity to modernize legacy components and ensure alignment
with updated safety and environmental regulations.

However, the IRP provides limited quantitative analysis of cost-benefit implications, customer
rate impacts, or emissions effects. There is no clear alternatives analysis comparing the cold box
replacement against other potential peak-day capacity options (e.g., demand-side management,
third-party capacity contracts, or emerging non-pipeline solutions). Without this comparative
analysis, it is difficult to assess whether the project represents the most cost-eftective option for
customers.

Staff recommends that in its 2027 IRP, NW Natural includes a clear alternatives
assessment, estimated capital and O&M costs, and any expected efficiency or emissions
impacts of the replacement. This would allow the Commission and stakeholders to evaluate
whether continued investment in LNG infrastructure is prudent and aligned with Washington’s
long-term decarbonization goals.

Alternative Fuels

NW Natural proposes portfolio options that include hydrogen and synthetic methane. NW
Natural’s 2025 IRP explores the potential role of low-carbon alternative fuels, particularly
hydrogen and synthetic methane — as part of its long-term decarbonization strategy. These fuels
are framed as future compliance resources under the CCA, offering potential pathways to reduce
the carbon intensity of delivered gas without eliminating gas infrastructure altogether.

Hydrogen, especially when produced via electrolysis using renewable electricity (green
hydrogen), is positioned as a promising but nascent technology. The IRP acknowledges existing
limitations: high production costs, infrastructure compatibility concerns (e.g., blending limits in
legacy distribution systems), and limited market availability. While NW Natural has conducted
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pilot projects and continues to evaluate hydrogen’s feasibility, the 2025 IRP reflects cautious
optimism rather than a near-term deployment roadmap.

Similarly, synthetic methane — or renewable synthetic natural gas produced via power-to-gas or
methanation — faces economic and technical hurdles. The IRP suggests that these fuels may play
a supporting role in deep decarbonization scenarios but are unlikely to be widely available or
cost-effective at scale within the planning horizon. Their inclusion in resource portfolios appears
to function primarily as a modeling input for compliance resource scenarios, rather than as a firm
procurement commitment.

Importantly, neither hydrogen nor synthetic methane are currently forecasted to make substantial
contributions to NW Natural’s emissions reductions through 2050. Even in the most aggressive
scenarios modeled, these fuels constitute only a modest fraction of the resource mix. Given
Washington’s statutory emissions targets under RCW 70A.65, relying on high-cost, uncertain,
and limited-supply fuels as a cornerstone decarbonization strategy may present long-term risks.

Staff recommends NW Natural, in its 2027 IRP, continue to develop methods to analyze the
viability, cost assumptions, and actual emissions reduction potential of alternative fuels,
particularly if used to justify continued investment in gas infrastructure.

Transportation Customers

In NW Natural’s 2025 IRP, transportation customers (those who procure their own gas supply
and use the utility's distribution system for delivery) remain an important segment of the
Company’s overall load profile. These customers, often large industrial, institutional, or
commercial users, do not receive commodity gas from NW Natural, but their demand contributes
to system planning and infrastructure needs.

The 2025 IRP maintains a structural distinction between sales and transportation customers,
consistent with prior filings. The demand for sales customers is forecast to decline across the
planning horizon, primarily due to long-term energy efficiency improvements, weather
normalization, and increased fuel-switching. By contrast, transportation customer demand is
presented as relatively stable, reflecting the operational continuity of large industrial and
commercial customers that rely on process heat and may be less flexible in adopting
electrification or fuel-switching strategies. While the IRP acknowledges this customer class in
Section 6.4, its treatment is limited. The Company notes that historically it has not offered
efficiency programs to transportation customers due to low avoided costs, and only recently
initiated pilot activities in Oregon and Washington. Staff finds this approach insufficient given
the significant contribution of transportation customers to system emissions and recommends
that future IRPs more fully evaluate decarbonization pathways, policy exposure, and efficiency
potential for this class.?**°

2 In re NW Natural 2025 Integrated Resource Plan, Docket UG-240312, 2025 Integrated Resource Plan,
at 4-31, 6-4 (Aug. 1, 2025).

39 The Company does not explicitly identify how many customers are directly responsible for their own
CCA compliance versus those whose emissions are included in NW Natural’s system-wide obligation.
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The IRP does not indicate any major change in how transportation customers are integrated into
peak demand or capacity planning. Their usage is generally non-firm during critical events
unless under specific interruptible or firm transport contracts. The IRP does not appear to model
significant electrification or decarbonization trajectories for this customer class, despite their
substantial greenhouse gas contributions. This analysis is necessary to ensure equity in emissions
reduction responsibilities and to avoid understating system-wide compliance and resource
planning risks.

Staff recommends NW Natural, in its 2027 IRP, explicitly evaluate transportation customer
demand and include decarbonization pathways, policy exposure under the Climate
Commitment Act, and efficiency, fuel-switching, or thermal energy network potential.

Equity

The initial draft IRP included language that was inappropriate for an objective, analytical filing.
Staff addressed this by emphasizing the expectation for equitable and inclusive language.®!' Staff
notes that in this IRP, NW Natural continues to attribute recent population decline in its regional
macroeconomic outlook to “decreased affordability (higher house prices and taxes), higher
remote work, and decreased livability related to increased crime, homelessness, drug use, and
mental health and public safety issues.” This language was in the Draft IRP and Staff had raised
concerns about both the framing and the evidentiary basis for these claims. None of the cited
sources - business advocacy reports, public opinion surveys, or news commentary — represent the
standard demographic baselines typically relied upon in IRPs (e.g., Washington Office of
Financial Management, U.S. Census Bureau, or REMI models). Including perception-based and
advocacy materials in an IRP filing risk introducing bias and undermines analytic rigor.

Further, framing population decline in terms of “crime, homelessness, overdoses, and mental
health issues”3? stigmatizes vulnerable groups and runs counter to the Commission’s increasing
emphasis on equity and distributional impacts. Embedding such narratives in a regulatory filing
risks politicizing what should remain a neutral, technical forecast and may undermine
stakeholder trust in the IRP’s objectivity. Language like what is presented may preclude the
participation of lower-income customers. Population and migration assumptions should rely on

However, based on the “WA Compliance” workbook, the “CCA Obligation (Total Deliveries Minus EITE
Load)” line item suggests that emissions from Energy Intensive Trade-Exposed (EITE) customers are
excluded from the Company’s compliance totals. This implies that EITE customers are responsible for
their own compliance under the CCA, while remaining sales and transportation customers are included
within NW Natural’s compliance obligation.

Staff estimates that EITE customers account for roughly 14 percent of total demand in the Company’s
Washington service territory, based on the NW Natural workbooks reviewed.

3! Draft and subsequent Final IRP language: “Population declined as out-migration outpaced in-migration.
Some of the reasons for this change include decreased affordability (higher house prices and taxes),
higher remote work, and increased homelessness along with associated drug use, mental health, and
public safety issues.” (page 2-3)

32 Northwest Natural Gas Company, 2025 Integrated Resource Plan 2-4 (Aug. 1, 2025)
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recognized demographic baselines. If perception surveys or advocacy reports are included for
context, they should be clearly identified as such and not presented as causal evidence of
demographic change. This would maintain analytic rigor, avoid stigmatizing language
unsupported by data, and improve confidence in the IRP’s macroeconomic outlook.

Staff recommends that in its 2027 IRP, NW Natural, avoid mischaracterizing perception-
based or advocacy materials as demographic evidence.

At the same time, Staff appreciates NW Natural’s efforts to expand participation in the 2025 IRP
process through open houses, technical working groups, and targeted outreach, including
translated materials and bill-discount sign-up support. These steps represent progress toward
improving procedural equity. However, simply describing outreach efforts is not sufficient
evidence. The IRP should report the metrics such as attendance counts, customer class
representation, geographic distribution, income-qualified participation, and use of language or
accessibility services.

Staff recommends in its 2027 IRP, NW Natural report clear participation metrics to
demonstrate the effectiveness of its outreach efforts and improve evaluation of procedural
equity.

The Company’s treatment of equity in this IRP remains narrowly focused on participation and
awareness efforts. The IRP does not present an analysis of distributional equity, such as which
customer groups bear costs or receive benefits, nor does it include equity performance metrics
(e.g., participation rates for priority populations, impacts on energy burden, or distribution of
GHG reduction benefits). Equity considerations are not connected to resource portfolio selection
or cost-effectiveness testing, and no forward-looking strategy is provided for integrating equity
into future planning decisions.

Staff recommends in its 2027 IRP, NW Natural rely on transparent, reproducible, and
data-driven demographic baselines, report clear participation metrics, and demonstrate
how equity considerations inform planning assumptions, portfolio development, and
customer impact analysis to ensure that benefits and burdens are equitably distributed
across its service territory.

Community Equity Advisory Group

Public participation is a core component of integrated resource planning as required under WAC
480-90-238(5). Equity-focused advisory groups such as Northwest Natural’s Community and
Equity Advisory Group (CEAG) are important mechanisms for incorporating perspectives from
communities historically underrepresented in utility planning. These groups help ensure that
equity, affordability, and accessibility considerations are meaningfully integrated into resource
planning and decision-making.

While Staff recognizes the Company’s efforts to convene the CEAG and summarize its activities
in both the 2022 and 2025 IRPs, the current plan does not demonstrate that any feedback from
CEAG members has substantively informed resource planning assumptions, modeling, or
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outreach priorities. The IRP primarily describes CEAG processes, such as attendance and
discussion topics, but provides limited evidence that member input has resulted in measurable
changes to the Company’s planning framework.

Additionally, the Company has confirmed in direct communication with Staff that CEAG
meetings are closed to participation by government representatives, including Commission Staff.
This restriction limits transparency and prevents Staff from observing how community input is
gathered, represented, and incorporated into planning decisions. By contrast, other investor-
owned utilities in Washington routinely allow Staff to observe their equity advisory meetings to
ensure accountability and consistency with regulatory intent.

Staft also notes that the IRP includes no clear metrics or qualitative summaries that reflect
CEAG member perspectives, participation trends, or how the Company tracks implementation of
CEAG feedback. Without this information, it is difficult to evaluate whether the CEAG has
influenced planning outcomes or improved procedural equity.

Staff recommends that, in its 2027 IRP, NW Natural (1) include measurable participation
metrics, member feedback summaries, and implementation tracking in future IRPs; and
(2) allow Staff to observe CEAG meetings to improve transparency and ensure that
community engagement processes align with the intent of WAC 480-90-238(5).

Methodology Issues

NW Natural’s 2025 IRP reflects incremental improvements in scenario modeling and regulatory
integration compared to previous plans. However, several methodological limitations remain that
may affect the reliability, transparency, and policy alignment of the Company’s long-term
planning outcomes.

One major concern is the treatment of conservation as a reuseable input rather than an input that
changes over time. While energy efficiency is modeled as a supply-side input in portfolio
optimization, the IRP relies on a fixed set of savings assumptions from the 2023 CPA, without
iterative reassessment in light of updated building codes, appliance standards, or climate-driven
behavioral trends. This approach reduces the model’s responsiveness to policy signals and may
understate achievable demand reductions — an important consideration given the binding
emissions caps under the CCA (RCW 70A.65). Staff recognizes that a static avoided cost value is
needed to calculate and report the cost-effectiveness of efficiency measures. However, this value
could reasonably be updated to reflect a preferred portfolio or reference case that aligns with
statutory requirements, ensuring that avoided cost assumptions evolve alongside policy and
system changes.

Staff recommends that, in its 2027 IRP, NW Natural update avoided cost values in response
to a preferred portfolio or reference case that aligns with all applicable laws.

Moreover, while emissions reductions under full electrification are substantial (e.g., 62.6 percent
below the reference case), the IRP stops short of presenting a roadmap or clear timeline for
achieving such outcomes. NW Natural is clear that the Company doesn’t advocate for any of
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these scenarios. The Company communicates through the IRP that the emission scenarios are
hypothetical and have no bearing on the Reference Case.>*

Staff further notes that Figure 11.12 and 11.15 in the IRP show cumulative system-level costs
and savings under the All-Electric Buildings scenario but does not present corresponding
customer bill impacts or a comparison of total customer costs between maintaining a parallel gas
system and transitioning to an all-electric system.>** The apparent long-term savings from
avoided gas utility capacity, commodity, and compliance costs could indicate that a full transition
may be cost-neutral or cost-saving relative to maintaining a shrinking gas system. Without
customer-level bill analysis, stakeholders lack a clear understanding of affordability implications
across scenarios.

Staff recommends that NW Natural, in its 2027 IRP, include explicit customer-level bill
impact analysis for all major electrification scenarios to clarify affordability implications.3¢

Finally, while NW Natural includes emissions compliance programs under the CCA in its cost
assumptions, its decision to use the higher of the social cost of carbon or incremental compliance
resource cost as the avoided cost benchmark lacks legal basis and is not justified in terms of
ratepayer impact or climate effectiveness. This approach risks overstating or understating
benefits depending on market volatility or allowance price behavior, without quantifying the
impact on resource selection or cost-effectiveness.

Taken together, these methodological issues suggest a planning process that remains partially
tethered to legacy assumptions, even as the external environment necessitates more adaptive,
policy-driven modeling.

Staff recommends that in future IRPs, NW Natural provide more iterative feedback
between demand forecasting, conservation modeling, electrification adoption, compliance
costs, and decarbonization pathways, paired with explicit customer-level affordability
analysis, to ensure resource planning is robust, equitable, and aligned with Washington’s
statutory requirements.

33 In re NW Natural 2025 Integrated Resource Plan, Docket UG-240312, 2025 Integrated Resource Plan,
at 4-50 fig. 4.39 (Aug. 1, 2025).

3% Id. at 11-38 fig. 11.12.

3 Id. at11-42 fig. 11.15.
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Public Comments
Docket UG-240312 has not received any public comments as of October 14, 2025.

Conclusion

While improvements were made since the 2022 IRP, Staff finds that the plan still lacks sufficient
scenario development, Washington-specific conservation analysis, and robust equity and
emissions treatment. In these comments, Staff made numerous recommendations for NW Natural
to make necessary improvements for its 2027 IRP in order to sufficiently address the
requirements of WAC 480-90-238. However, Staff recommends the Commission acknowledge
NW Natural’s 2025 Integrated Resource Plan, accepting the incremental improvements and
looking to continued improvements during this time of rapid change and uncertainty.
Implementing Staff’s recommendations and strengthening collaboration with advisory groups
will be essential to achieve a transparent, policy-aligned IRP in the next cycle.
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