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Jeff Killip, Executive Director and Secretary
Washington Utilities & Transportation Commission
621 Woodland Square Loop SE

Lacey, Washington 98503

RE: UG-240312 - NW Natural’s 2025 Integrated Resource Plan

Northwest Natural Gas Company, dba NW Natural (“NW Natural” or the “Company”),
submits this letter to respond to the Washington Utilities and Transportation Commission
(“Commission”) Staff comments regarding the Company’s 2025 Natural Gas Integrated Resource Plan
(“IRP”)! and Staff’s accompanying Appendix A — General Gas Integrated Resource Plan Concerns
(collectively, “Staff’s Comments”).2 NW Natural is committed to delivering a robust and reliable IRP,
by utilizing best efforts to forecast costs, risks, and outcomes during a period of significant uncertainty
throughout the energy economy in the Pacific Northwest. NW Natural appreciates Staff’s
recommended conditional letter of acknowledgment, but we have several concerns with Staff’s
Comments that we will address below. We look forward to engaging with Staff and the Commission
to best plan for changing economics, law, and policy now and in the future. NW Natural affirms our
aim to meet current and future needs at the lowest reasonable cost, and to delivering a 2027 IRP that
best represents that future. Given the limited time to file responsive comments prior to the Recessed
Open Meeting on October 22, 2025, NW Natural summarizes our key concerns here and will be
prepared to discuss all of the issues more fully at the Recessed Open Meeting.

NW Natural’s IRP meets the requirements of WAC 480-90-238.

Staff’s Comments assert that NW Natural’s IRP does not meet all the requirements of WAC
480-90-238 for three main reasons. Staff asserts it “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.”® As a result, Staff recommendations center on
five actions for NW Natural’s 2027 IRP, which are discussed in turn below. Several of these
recommendations rest on legal and factual conclusions about the Company’s 2025 IRP of which the
Company disputes.

' Docket UG-240312, Commission Staff Comments Regarding 2025 Natural Gas Integrated Resource Plan, (Oct. 16,
2025) (“Staff Comments on NW Natural’s IRP”).

2 Docket UG-240312, Appendix A — General Gas Integrated Resource Plan Concerns, (Oct. 16, 2025) (“Appendix A”).
3 Staff Comments on NW Natural’s IRP at 1.
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1. Climate Compliance Modeling

NW Natural disagrees with Staff’s characterization that the 2025 IRP does not align with
Washington’s greenhouse gas limits. Staff’s Comments misconstrue how Washington’s climate laws
apply to gas utilities. To start, Staff recommends in NW Natural’s Reference Case that the Company
“[a]lign Company emissions in the middle and long run with State Emissions goals” under RCW
70A.45.020.* But this statute instructs “the state” to limit greenhouse gas emissions, rather than
imposing a mandate on gas utilities specifically. In contrast, the Climate Commitment Act (“CCA”),
which establishes a cap-and-invest program covering a variety of sectors, applies to gas utilities
specifically. A primary benefit of enacting a cap-and-invest program is that some industries will likely
reduce emissions more quickly than others, thereby enabling the opportunity for companies that reduce
emissions at a faster pace to trade allowances to other companies that cannot reduce emissions as
quickly.> Thus, it is incorrect to presume that Washington law directs all industries to reduce
greenhouse gas emissions at the same rate in line with broader State goals, when the CCA presumes
the opposite. Under Washington law, “a general statutory provision must yield to a more specific
statutory provision.”® This means that the CCA emissions reduction regime controls when it comes to
gas utilities’ obligations over the more generalized emissions reduction goals that apply to the State at
large.

Staff’s Comments also appear to ignore the role of price ceiling units under the CCA in
controlling compliance costs, asserting that the purchase of such units may be constrained.” However,
the CCA directs that if no allowances remain in the allowance price containment reserve, the
Washington Department of Ecology (“Ecology’) “must issue the number of price ceiling units for sale
sufficient to provide cost protection for covered entities[.]”’® Ecology’s CCA regulations likewise state
that “[1Jmmediately prior to the deadline for compliance for each compliance period, in the event that
no allowances remain in the allowance price containment reserve, [E]cology shall issue price ceiling
units for sale at the ceiling price to covered entities that do not have sufficient eligible compliance
instruments in their holding and compliance accounts to meet their compliance obligations for that
compliance deadline.”® Contrary to what Staff’s Comments imply, Ecology does not have the
discretion to refuse to issue price ceiling units under these circumstances.

Further, as Staff has acknowledged on page 12 of Appendix A, “NW Natural has demonstrated
modeling CCA auction rules as they are now written....” The 2025 IRP aligns NW Natural’s emissions
with the CCA, and has recognized that NW Natural’s approach to modeling compliance through a
combination of energy efficiency, renewable fuels, and allowances is consistent with the intentions of
the law. The 2025 IRP explains this approach in Chapter 9, and responds to Staff’s previous comments
on this topic in Appendix N.

4 Staff Comments on NW Natural’s IRP at 2.

5 See, e.g., RCW 70A.65.090(8) (“Registered general market participants are each allowed an account, to hold, trade,
sell, or transfer allowances.”).

6 State v. Buck, 544 P.3d 506, 513 (Wash. 2024).

7 See Staff Comments on NW Natural’s IRP at 17 (“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.”).

8§ RCW 70A.65.160(2).

® WAC 173-446-380.
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In sum, to the extent Staff’s recommendation is driven by the assertion that NW Natural is not
modeling its CCA compliance in alignment of the law, NW Natural finds such assertion
unsupportable. However, NW Natural can work with Staff on alternative CCA modeling that
incorporates an amount of reasonable, albeit higher cost compliance resources that drive emissions
reductions on the gas system. NW Natural can develop that scenario in the 2027 IRP.

il. Washington Building Code Modeling

NW Natural disagrees with Staff’s interpretation of the Washington building codes, which
drives Staff’s second recommendation to “align customer-count growth and attrition with state
building codes, RCW 19.27A.020(2)(a).”'° Staff “assumes that all new homes and buildings built by
2031, if not before, will not have natural gas fixtures.”!! Staff bases this assumption on RCW
19.27A.020(2), which calls for “[c]onstruct[ing] increasingly energy efficient homes and buildings
that help achieve the broader goal of building zero fossil-fuel greenhouse gas emission homes and
buildings by the year 2031.”'2 While the statute articulates a non-binding goal, the statute does not
prohibit installing gas appliances in new homes by 2031 as Staff suggests.

Despite this disagreement regarding Staff’s legal interpretation of the building codes, NW
Natural recognizes that the 2025 IRP does not link changes in customer counts or load to any specific
milestone set out in building codes. Instead, the Reference Case reflects Company expectations about
increased on-premises energy efficiency realized as declining use per customer occurs. Over the long
term, the 2025 Reference case forecasts a decrease in Washington residential gas consumption over
15% despite increasing customer counts by 2050. Nevertheless, the electrification scenarios modeled
in the 2025 IRP show future impacts to customer counts that go well beyond the anticipated effects of
any change in the building codes. In the 2027 IRP, NW Natural can work with Staff to discuss how
relevant milestones in the building codes can be incorporated into our planning, but we strongly
disagree with Staff’s assumption that no new homes will be built with natural gas appliances.

1il. Customer Response to CCA Price Signals

Staff recommends that NW Natural 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.'3 This statement reflects Staff’s view that the 2025 IRP “did not
fully satisfy the requirements under . . . RCW 70A.65 (Climate Commitment Act)[.]”!* As noted
above, we disagree with this conclusion. Notwithstanding the legal question, the recommendation fails
to consider how expected growth in electricity prices will influence this dynamic in the future. Electric
utilities in Washington must comply with both the CCA and the Clean Energy Transformation Act,
which will come at a substantial cost to current and future electric customers. NW Natural cannot
model the behavior of electric customers with reasonable accuracy without detailed data on electric
customers’ behavior. As a pure-play natural gas distribution company, we do not have the data to
accomplish this. Acquiring meaningful forward-looking data for electric customers in our service area

10 Staff’s Comments on NW Natural’s IRP at 2.
' Appendix A at 4.
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13 Staff Comments on NW Natural’s IRP at 2.
14 Staff Comments on NW Natural’s IRP at 7.
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would require the cooperation of Clark PUD, and other electric utilities in our service territory, if they
even have the data necessary to complete this analysis. Additionally, even if that information were
available, one must assume that all customers will be economically rationale to price signals, which is
not always the case. For example, the January 2024 winter storm left hundreds of thousands of
customers in NW Natural’s Oregon and Washington service territory without power for several days.
The resiliency value of a secondary energy system may exceed the cost of rising prices due to the
CCA. This is one reason that NW Natural decided it would be more practical and informative to use
deterministic scenarios for electrification rather than try to create a false level of precision.

iv. Staff’s General IRP Concerns (Appendix A to Staff’s Comments)

In Staff’s Comments to NW Natural’s IRP, Staff has included an Appendix titled, “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. NW Natural notes that Appendix A was not
posted to the docket until after 5:00pm on October 17, 2025, and as such, we have had limited time to
review the Appendix, including Staff’s new analysis of NW Natural and other Washington gas
utilities. At the outset, we question whether NW Natural’s IRP is the right forum to set new guidelines
for all gas utilities, and whether two business days is enough time for all of the gas utilities in
Washington to review and consider recommendations that could materially affect a regulated process.

Furthermore, Staff recommends Washington gas utilities model a “worst-case scenario” in
which every variable is “intensified, within plausible bounds, at the same time.” We understand this
recommendation to mean that Staff wants NW Natural to model more accelerated and increased
electrification compared to what NW Natural has already modeled. As an initial matter, NW Natural’s
customer count in Washington has been growing rather than declining, as the Company now has
approximately 98,000 customer accounts in Washington, in comparison to the approximately 90,000
customer accounts in December 2020.'3 If a trend of declining customer accounts were to manifest in
the future, NW Natural can account for this trend in its next IRP, which we view as an ongoing,
iterative process where new data is always being gathered and modeled. There is no basis for concern
that any current data and assumptions regarding gas demand will remain static.

With respect to our modeling, in NW Natural’s all-electric electrification scenario modeled by
ICF, we modeled over 800,000 customers to be fully electrified by 2050. These were extremely
aggressive scenarios. In fact, NW Natural established an Advisory Group of former electric industry
executives to consult on this matter because of the immense impact to the electric system that
electrification of space-heating would on the electric grid. The Advisory Group’s statement, included
in our IRP, asserts that the electric system in the Pacific Northwest is “already being pressed against
the edges of their capabilities” and that NWN’s IRP assumptions for electrification may be too
optimistic given the immense affordability, load growth, reliability, technical feasibility, and
regulatory/permitting challenges that electric utilities already face.

15 1t is clear Washington residents want continued access to gas services, as demonstrated by the passing of Initiative
2066. If upheld by the Washington Supreme Court) prevent the Washington State Energy Code from “in any way
prohibit[ing], penaliz[ing], or discourag[ing] the use of gas for any form of heating, or for uses related to any appliance
or equipment, in any building.” Initiative 2066, https://www?2.sos.wa.gov/_assets/elections/initiatives/finaltext 3177.pdf
(last visited Oct. 18, 2025).
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Given increasing reliability concerns in the Pacific Northwest, gas demand will likely remain
high for many years. Energy+Environmental Economics (“E3”) has analyzed possible futures for the
region and asserts that the gas system must play a central role in maintaining energy reliability now
and in the foreseeable future for customers in Washington and Oregon. On the coldest winter days,
NW Natural’s system meets 90 percent of the energy needs for its residential space and water heat
customers. For example, in January 2024, NW Natural had its record daily send out of nine million
therms, and 407,000 therms for the highest hour. This delivery of energy at peak is equivalent to almost
12 GW of capacity on the electric system, which is larger than the Bonneville Power Administration’s
peak at 11 GW. Transferring the responsibility to meet this need from the electric to gas systems will
require substantial investment and coordination.

While the position Staff has set out in Appendix A seems to support the need for coordination,
its emphasis on retiring the gas system early overlooks the magnitude of the problem this change
would create for the electricity sector. E3 recently found that “[a]ccelerated load growth and continued
retirements create a resource gap beginning in 2026 and growing to 9 GW by 2030.”'® These shortfalls
do not factor in material electrification of space-heating. For context, 9 gigawatts represents
approximately the load of the entire state of Oregon.!” E3 also found that “[p]referred resources such
as wind, solar and batteries make only small contributions to meeting resources adequacy needs,” and
that “[t]imely development of all resources is extremely challenging due to permitting and
interconnection delays, federal policy headwinds, and cost pressures.”'® Notably, “[t]lhe most
constraining reliability conditions are extended wintertime cold weather events during very low water
years,” with many loss-of-load events exceeding 50 hours in duration and some exceeding 100 hours. "

With this backdrop, NW Natural reiterates from its recommendations in the 2025 IRP that NW
Natural will pursue joint system planning with electric utilities, including the PUDs in NW Natural’s
Washington service territory. As discussed in the IRP and our electrification study, NW Natural sees
an important role for hybrid heating (air source heat pump with backup natural gas furnace), where
the furnace effectively serves as an in-home battery for the electric system during cold weather, but
leverages the benefits of a heat pump during milder weather when heat pumps perform their best. We
look forward to further engagement on this topic, which is described in our long-term strategy.

V. Timing of Next IRP Workplan

NW Natural does not support the acceleration of filing a “comprehensive, detailed work plan”
by January 15, 2026. Based on the feedback from Staff and ultimately the direction of the Commission,
NW Natural anticipates that it would need significantly more time than the January 15, 2026 to develop
this workplan. Staff’s comments and recommendations will require meaningful consideration of the
IRP workplan and the steps required to addresses the issues Staff has raised. The legal and factual
issues notwithstanding, many issues Staff raised and the Commission may assign to NW Natural to
address will require input from stakeholder groups to ensure community equity in energy planning
processes. Completing a workplan by January 15, 2026 will severely limit our ability to engage

16 Docket UE-210096, E3, Resource Adequacy and the Energy Transition in the Pacific Northwest: Phase 1 Results, at 2
(Sept. 22, 2025).

7 1d.

8 71d.

YId at11.
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stakeholders. Accordingly, NW Natural requests that the Commission accept NW Natural’s request to
maintain the August 2, 2026 filing date for the 2027 IRP workplan.

In conclusion, while NW Natural has met the requirements of WAC 480-90-238 and has
proactively addressed many of Staff’s concerns in our 2025 IRP, NW Natural restates our commitment
to working with Staff to ensure that plans account for cost and risk in the best possible way, and to
workshopping sector-wide solutions to address rapidly changing market dynamics. We are committed
to serving our customers and value the trust that they, and the Commission, place in us as a critical
infrastructure and service provider.

Please address correspondence on this matter to me with copies to the following:

Eric Nelsen eFiling, Rates & Regulatory Affairs
NW Natural NW Natural

250 SW Taylor Street 250 SW Taylor Street

Portland, Oregon 97204 Portland, Oregon 97204
Telephone: (503) 610-7618 Fax: (503) 220-2579
eric.nelsen@nwnatural.com Telephone: (503) 610-7330

eFiling@nwnatural.com

Sincerely,
/s/ Zachary Kravitz

Zachary Kravitz

Vice President, Regulatory Affairs & Resource Planning
NW Natural

250 SW Taylor

Portland, OR 97204

(503) 610-7617

zach.kravitz@nwnatural.com

Attachment:
240312-NWN-Resp-COS-10-21-25

cc: Jeff Roberson, WUTC
Tad O’Neill, Public Counsel



