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April 10, 2026
Kim Rush
President
NW Natural Holdings
250 SW Taylor St.
Portland, OR 97204

Re: NW Natural 2025 Natural Gas Integrated Resource Plan, Docket UG-240312

Dear Ms. Rush,

By this letter, the Washington Ultilities and Transportation Commission (Commission)
acknowledges the 2025 Natural Gas Integrated Resource Plan (IRP or Plan) filed by Northwest
Natural Gas Company (NW Natural or Company) and finds that the Plan complies with the
requirements of Washington Administrative Code (WAC) 480-90-238. The Commission also
identifies recommendations in this letter for the Company’s future IRP and planning filings.

By acknowledging compliance with WAC 480-90-238, the Commission does not signal pre-
approval for ratemaking purposes of any course of action identified in the Company’s IRP, and
does not bind the Commission when considering the ratemaking treatment of any costs in any
subsequent proceedings. The Commission will review the prudence of the Company’s decisions
in a general rate proceeding when the Company seeks to recover investment costs in customer
rates. Prudence determinations require the Commission to consider all the information, analyses,
and strategies contained in the Company’s IRP, along with other relevant evidence.

An IRP does not precisely pinpoint future actions to minimize a utility’s expected costs and
risks. Therefore, we expect the Company to regularly update the assumptions underlying the IRP
analysis and adjust its operational strategies accordingly.

The Commission does not find it necessary to grant a conditional acknowledgement of the 2025
NW Natural IRP as is recommended by Staff. The Commission shares Staff’s interest in
appropriately recognizing the progress NW Natural has made toward meeting the requirements
of WAC 480-90-238.! However, the Commission finds that the requirements laid out in this

1'UG-240312, Staff Comments on NW Natural’s 2025 IRP (October 16, 2025).
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acknowledgement letter will be sufficient to express the Commission’s expectations of the
Company.

Areas of Recognition

Policy Uncertainty

The Commission acknowledges the highly uncertain environment in which utilities scope long-
term resource plans, and that modeling and resource planning is, by definition, an exercise in
uncertainty. Specifically, in the two-year period leading to this IRP, NW Natural had to
incorporate the passage of Initiative Measure No. 2066 (I-2066) and the subsequent finding that
it was unconstitutional into its planning process.” Additionally, the policy landscape is changing
with the continued implementation of rules to support the Cap-and-Invest program of the
Climate Commitment Act (CCA),? and major shifts in federal energy policy.* Since filing its
IRP, federal policy has continued on a trajectory of uncertainty..’> An awareness of this
uncertainty informs the Commission’s acknowledgement of compliance and our subsequent
recommendations.

Procedural Equity

The Commission appreciates the hard work and public transparency undertaken by the Company
to produce this IRP, as well as all who commented and contributed to NW Natural’s IRP, both
formally and informally. The Commission notes NW Natural’s demonstrated commitment to
integrating procedural equity into its planning approach by introducing a chapter dedicated to
equity considerations for the first time in this IRP, its outreach efforts to increase and facilitate
customer and community members' engagement in the IRP development, and the enhancement
of the Community and Equity Advisory Group (CEAG). However, the Commission notes that
describing outreach efforts is not enough to assess whether the Company has fully implemented
procedural equity and addresses specific recommendations in the section below.

Improved 2025 IRP Modeling

The Commission appreciates that NW Natural has incorporated many improvements in its 2025
IRP, especially regarding demand forecasting and the customer growth outlook, diverse
electrification scenarios, and the incorporation of CCA compliance costs into avoided cost

2 The Washington State Standard, Judge overturns Washington natural gas measure approved by voters
(March 21, 2025). Judge overturns Washington natural gas measure approved by voters * Washington
State Standard.

3> While the CCA became law in 2021, the first rules were not implemented until 2022, and the most
recent updates were in 2024. See WAC 173-446.

4 Fact Sheet: President Donald J. Trump Establishes the National Energy Dominance Council (February
14, 2025). Fact Sheet: President Donald J. Trump Establishes the National Energy Dominance Council —
The White House.

5> The One, Big, Beautiful Bill Amends Renewable Energy Tax Credits — Summary of Key Changes |
Williams Mullen (July 10, 2025); Regulatory Relief for Certain Stationary Sources to Promote American
Energy — The White House (April 8, 2025); EPA terminates $7 billion Solar for All program - CBS
News. (August 8, 2025).



https://washingtonstatestandard.com/2025/03/21/judge-overturns-washington-natural-gas-measure-approved-by-voters/
https://washingtonstatestandard.com/2025/03/21/judge-overturns-washington-natural-gas-measure-approved-by-voters/
https://www.whitehouse.gov/fact-sheets/2025/02/fact-sheet-president-donald-j-trump-establishes-the-national-energy-dominance-council/
https://www.whitehouse.gov/fact-sheets/2025/02/fact-sheet-president-donald-j-trump-establishes-the-national-energy-dominance-council/
https://www.williamsmullen.com/insights/news/legal-news/one-big-beautiful-bill-amends-renewable-energy-tax-credits-summary-key
https://www.whitehouse.gov/presidential-actions/2025/04/rregulatory-relief-for-certain-stationary-sources-to-promote-american-energy/
https://www.whitehouse.gov/presidential-actions/2025/04/rregulatory-relief-for-certain-stationary-sources-to-promote-american-energy/
https://www.cbsnews.com/news/epa-considers-ending-solar-for-all-program-funding/
https://www.cbsnews.com/news/epa-considers-ending-solar-for-all-program-funding/
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modeling.® The Commission also agrees with Public Counsel that NW Natural presented clear
assumptions for CCA allowance prices, accounting for volatility of the carbon market.’

In an iterative exercise such as an IRP, minor and incremental improvements are the norm. The
Commission also commends the Company for pursuing new frameworks for analysis in general.
The Commission appreciates that incorporating an entirely new method of analysis for
electrification or including a new chapter addressing equity considerations requires undertaking
new organizational work for the Company. Facing the uncertainty of today’s energy and
environmental landscape will require these sorts of fresh ideas to complement existing practices.

Areas of Concern

Staff argues that five different provisions of WAC 480-90-238 were not met by NW Natural’s
IRP filing.® The Commission does not agree that these issues necessitate issuing a conditional
acknowledgement letter. Instead, the Commission believes that the issues provide opportunity
for formative input and actionable insights for the Company’s future resource planning. We
address the issues raised by Staff below.

Cost-Risk Analysis

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

The Commission agrees with Staff on the need to include risk-adjusted cost analysis that
critically examines the various options for allowance purchases, offsets, and carbon mitigation
options. However, the Commission also recognizes that the Company did perform significant
sensitivity analyses, looking at four different demand futures for the Preferred Resource Strategy
portfolio.'°

The Company’s analysis is sufficient for the 2025 IRP. However, as the environment in which
NW Natural operates continues to change, the Company must continue to directly address these
changes in its planning processes. As NW Natural continues learning about operations under
Washington’s Cap-and-Invest program and the policy landscape affecting the Company, the
Commission expects the Company to continue to address what is considered known and what
should be included in the modeling process.

6 UG-240312, Staff Comments on NW Natural’s 2025 IRP, Page 7 (October 16, 2025).
7UG-240312, Staff Comments on NW Natural’s 2025 IRP, Page 2 (October 16, 2025).

8 UG-240312, Staff Comments on NW Natural’s 2025 IRP, Pages 8-9 (October 16, 2025).

2 UG-240312, Staff Comments on NW Natural’s 2025 IRP, Pages 8-9 (October 16, 2025).
10'UG-240312, NW Natural 2025 Natural Gas Integrated Resource Plan, Chapter 9 (May 1, 2024).
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As the Company’s 2025 IRP identifies and analyzes, NW Natural’s need for CCA allowances
will influence the cost of compliance. The prices of allowances will directly determine the cost
of compliance with the CCA and the financial benefit of avoided costs. The Commission expects
the Company to incorporate such price assumptions and risks analyses in future modeling efforts
of the preferred portfolio, including risk-adjusted cost analyses of CCA compliance that consider
different sensitivities and mitigation options.

Demographic forecasting

Staff argues that NW Natural does not fully consider the effect of updated building codes and
state climate policies on future natural gas demand, pointing to the use of historical trends to
inform demand forecasts. Staff argues that these historical trends do not reflect accelerated
electrification or customer attrition resulting from local code adoption or climate policy
milestones.!! In the IRP, the Company notes current legal challenges facing new rules issued by
the Washington State Building Code Council (SBCC) and uncertainty following the passage of I-
2066.!2

The Commission shares Staff’s concern about the alignment of state policy with the Company’s
modeling assumptions. However, the Commission also recognizes the uncertainty experienced
by all parties surrounding 1-2066 and the ongoing appeal process in Washington. !> NW Natural
made reasonable assumptions to develop the 2025 IRP given the policy uncertainty over the
timeline of work for the 2025 IRP process. The Commission appreciates the Company’s
willingness, as expressed in its comments, to work with Staff to incorporate Washington’s
building codes into planning, while noting a dispute between the Company and Staff regarding
their interpretation. '

Moving forward, barring a decision by the Supreme Court of Washington finding [-2066
constitutional, the new rules issued by the Washington State Building Code Council under
WSEC-2021 will stand. The Commission expects the Company to include in the demand
forecasts for the next IRP cycle the current Building Code Council rules, or any updates made to
them. The Commission also agrees with Staff’s suggestions regarding the use of Washington-
specific modeling parameters, such as Clark County housing data, OFM population forecasts,
and State Energy Code milestones. If the Company does not use this information, the Company
should be prepared to justify why this data is not informative in a planning context.

Resource Evaluation, Alternatives

Staff claims that Company’s treatment of renewable and low-carbon fuels remains incomplete,
lacking an evaluation of these alternative resources within a lowest-reasonable-cost portfolio
framework or comparison against demand-side and electrification pathways.!> Staff notes that

1 UG-240312, Staff Comments on NW Natural’s 2025 IRP, Pages 8-9 (October 16, 2025).
12UG-240312, NW Natural 2025 Natural Gas Integrated Resource Plan, Chapter 2.5.2 (May 1, 2024).

13 Climate Solutions et al. v. State of Washington and Building Industry Association of Washington, King
County Superior Court, No. 24-2-28630-6 SEA.

4 UG-240312, NW Natural Comments, Page 3 (October 21, 2025).
15UG-240312, Staff Comments on NW Natural’s 2025 IRP, Pages 8-9 (October 16, 2025).
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while NW Natural explores synthetic methane and hydrogen as resources, these resources are not
currently forecast to make substantial GHG reductions through 2050.'¢

The Commission agrees with Staff’s reasoning. If NW Natural intends to expend additional
effort in future IRP processes to consider alternative gaseous fuels as compliance resources, such
as synthetic methane or hydrogen, the Company should examine their viability within a lowest-
reasonable-cost scenario compared to other demand-side and electrification options. Moving
forward, the Commission expects that the Company will further develop its methods for
assessing alternative fuels, particularly if their potential is being used to justify investment in gas
infrastructure instead of decarbonization pathways.

Complete Cost Analysis

Staff claims that NW Natural does not provide a comparative evaluation of compliance strategies
that reflect ratepayer risk related to allowance prices and offsets. While the Company models
these parameters in the IRP, Staff argues that they do not translate to bill impacts experienced by
customers under different carbon price scenarios. !’

The Commission agrees with Staff on the need to understand how different assumptions for
compliance strategies and allowance costs affect customer bills. Such an analysis will provide
needed insight into the effectiveness of any resource plan. The Commission encourages the
Company to continue working with Staff and expects to see a detailed assessment of the
economic impact of the allowance costs and compliance strategies on natural gas customers in
future iterations of the IRP.

Climate and Scenario Testing

Staff claims that NW Natural does not demonstrate compliance with Washington’s statutory
climate mandates, citing the lack of constrained-allowance scenario testing to reflect statutory
purchase limits under the CCA. Although the Company enhanced its price-forecasting
framework, Staff argues that the Company does not integrate demand forecasts and resource
evaluations into a long-range plan that shows compliance under limited-allowance or high-price
conditions. '*

Under the CCA statute and rules, it is legally allowable for companies to purchase price ceiling
units, as modeled by NW Natural. However, the Commission believes that for any CCA
compliance strategy to be prudent, NW Natural must rigorously defend its choices by analyzing
the options the Company could pursue beyond allowance purchases, and identifying the lowest
reasonable cost option. In this regard, the Commission agrees with Staff’s recommendations
regarding improved transparency of price forecasts.'® The Commission appreciates that the

16 UG-240312, Staff Comments on NW Natural’s 2025 IRP, Pages 19-20 (October 16, 2025).
17UG-240312, Staff Comments on NW Natural’s 2025 IRP, Pages 8-9 (October 16, 2025).

18 UG-240312, Staff Comments on NW Natural’s 2025 IRP, Pages 8-9 (October 16, 2025).

19 UG-240312, Staff Comments on NW Natural’s 2025 IRP, Page 17 (October 16, 2025).
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Company has expressed the willingness to work with Staff on CCA modeling in the 2027 IRP,
and expects the Company to do so.?°

Making Equity and Public Participation Operational

Staff argues that NW Natural should report clear participation metrics to show the effectiveness
of the outreach efforts.?! Additionally, Staff notes that the Company limits its equity approach to
procedural justice and omits a distributional equity analysis.?? Staff further asserts that NW
Natural restricts government representatives from attend CEAG meetings and the IRP omits
qualitative information on members perspectives, participation trends, and tracking community
feedback implementation.?

The Commission agrees with Staff on the need to track and report metrics to assess outreach
efforts and address distributional equity matters, explaining how equity considerations inform
planning assumptions and customer-impact analysis to ensure that benefits and burdens are
equitably distributed across customers. The Commission expects that NW Natural will
incorporate a robust analysis of its community engagement efforts and how community feedback
informs the planning process and assumptions in the next IRP, based on clear equity metrics and
data.

The Commission acknowledges that government participation could be challenging when
interacting with community members and could deter engagement from Named Communities, as
expressed by NW Natural during the Recessed Open Meeting.?* However, Staff observation of
the CEAG meetings aims at improving transparency and monitoring how community feedback is
integrated in the planning process, which is especially helpful when the Company has not
developed clear equity metrics. The Commission requires NW Natural to work collaboratively
with Staff to develop a strategy that enables Staff to review and observe the effectiveness of the
Company’s public participation at CEAG meetings.

Other Recommendations

Staff’s Prioritized Recommendations

The Climate Commitment Act, RCW 70A.45.020, does not assign proportional reduction
requirements to specific entities, so the Commission cannot mandate alignment with specific
compliance pathways.? However, RCW 80.28.400 requires the Commission to monitor gas
companies’ emissions “relative to a proportionate share of the state’s greenhouse gas emissions
reduction goal.” Considering the Commission’s obligation under RCW 80.28.400, we agree with

20UG-240312, NW Natural Comments, Page 3 (October 21, 2025).

21 UG-240312, Staff Comments on NW Natural’s 2025 IRP, Page 22 (October 16, 2025).
22 UG-240312, Staff Comments on NW Natural’s 2025 IRP, Page 22 (October 16, 2025).
2 UG-240312, Staff Comments on NW Natural’s 2025 IRP, Page 23 (October 16, 2025).

24 Recessed Open Meeting: NW Natural 2025 Integrated Resource Plan, Docket UG-240312, at 2:03-
2:11, (Oct. 9, 2025), https://wutc.app.box.com/v/OpenMeetings/file/2038799802026

3 RCW 70A.45.020



https://wutc.app.box.com/v/OpenMeetings/file/2038799802026
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Staff’s request for the Company to model scenarios that are in line with state emission goals, and
expects these types of assessments to be included in future IRPs.

The Commission also agrees with Public Counsel’s suggestion for NW Natural to include a
scenario in which the Company purchases allowances on the secondary market at a price above
the Ecology price ceiling.?® Alternatively, the Company should provide ample explanation for
why that scenario is not a possibility and need not be modeled.

In future IRPs, the Commission expects NW Natural to align customer-count growth and
attrition with state building codes. In the event that the Company and stakeholders cannot agree
on interpretations of the state building codes, the Commission expects the Company to model the
different interpretations to the extent practicable.

The Commission expects the Company to work with Staff and other stakeholders to develop a
model for customer bill impacts under the CCA, responsive to changing allowance prices. The
Commission finds that this information will be informative as NW Natural models various
allowance price futures.

At this time, the Commission declines to require NW Natural to accelerate its standard
compliance schedule. The Commission believes that the standard compliance schedule is
sufficient, and urges the Company to continue making progress with technical stakeholder
engagement before and after the work plan is filed.

Other Staff Recommendations

The Commission agrees with Staff’s recommendation to align future IRPs with Washington’s
State Energy Code and expects NW Natural to do so in the next iteration of the IRP.

As noted previously, the Commission does not mandate specific compliance pathways for
utilities. The Commission expects that the Company will continue to explore different allowance
price futures and compliance pathways in future IRPs.

For the other recommendations presented by Staff, the Commission expects that the Company
will continue working with Staff and other relevant stakeholders to implement these suggestions
in future IRPs to the extent practicable. The Commission believes that early and frequent
stakeholder engagement throughout the standard compliance schedule will benefit all parties in
achieving material improvements in the Company’s modeling process.

Staff Appendix A

In the Appendix A of their submitted comments, Staff articulates positions that apply to all
natural gas planning processes submitted in 2025. Staff’s recommendations include the modeling
of a “plausible worst-case scenario”, elevated avoided costs, and accelerated depreciation in
order to consider changes that may result from existing state policies.?’

26 UG-240312, Public Counsel Comments on NW Natural’s 2025 IRP (October 16, 2025).
27UG-240312, Appendix A of Staff Comments on NW Natural’s 2025 IRP (October 16, 2025).
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The Commission sees value in Staff’s suggested “plausible worst-case scenario” modeling. The
Joint Utilities raise reasonable concerns regarding the differing interpretations of Washington’s
policy environment, use of utility resources, and operating assumptions about the future of
Washington’s energy systems represented in Staff Appendix A.?® However, the Commission
believes that this type of analysis is not simply “policy advocacy”. Scenarios with declining
customer counts present considerable downside risk for Washingtonians. The Commission does
not believe these risks to be “unsupported hypotheticals™, but rather potential consequences that
should be considered by stakeholders in a planning context.

Further, the Joint Utilities argue that risks associated with declining customer growth will be
identifiable with enough runway to be addressed in future IRPs or ISPs. However, the Joint
Utilities have not presented justification for this claim. The modeling of a “plausible worst-case
scenario” brings that conversation into the IRP process for all stakeholders to assess proactively.
Indeed, staying ahead of potential compounding problems is one of the goals of the IRP process.
Alternatively, Joint Utilities may show how they are prepared to address declining customer
growth and show the calculations that support their claims. The Commission is open to other
names for this scenario.

The Commission acknowledges that modeling a “plausible worst-case scenario” would have
limits, particularly without modeling the electric sector. The Company notes that it opted for
deterministic electrification scenarios instead of presenting a false level of precision,?’ and that
joint system planning is the best way forward.*°

In the meantime, the Commission asserts that simplified assumptions can be devised to achieve
the desired results of such a “plausible worst-case scenario” study. Namely, identifying long-
term downside risks of the energy transition so they can be prepared for in a timely and equitable
manner should they arise. For the next IRP cycle, the Commission expects that the Company will
work with Staff and other relevant stakeholders to scope and execute a “plausible worst-case
scenario”. Such a scenario should set a reasonable boundary on what may happen if multiple
negative developments for the gas system become coincidental.

The other modeling improvements suggested by Staff in Appendix A may be appropriate in
certain circumstances varying by utility, including modeling of the risk reduction value of energy
efficiency, elevated avoided costs, and accelerated depreciation. Given that variation, the
Commission is hesitant to require all modeling improvements suggested by Staff in Appendix A
across all utilities. The Commission believes that such improvements will be better handled
within the IRP processes of each individual utility. The Commission suggests that NW Natural,
and all other gas utilities, work with Staff and their respective stakeholder groups to implement
these improvements as practicable.

28 UG-240312, Joint utilities filing comments regarding Appendix A (December 4, 2025).
2 UG-240312, NW Natural Comments, Page 4 (October 21, 2025).
30UG-240312, NW Natural Comments, Page 5 (October 21, 2025).
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Note on the Use of Artificial Intelligence

The Joint Utilities express concern in comments about the appearance of messages containing
disclaimers that “Al-generated content may be incorrect”, and request that any future Al-
generated data be clearly labeled. The Joint Utilities also request that Al-generated data be
avoided in filings if it has not been verified for accuracy.?! NW Natural makes similar comments
in its letter submitted to the Commission.>?

The Commission notes that Staff did not use AI when generating graphics for comments. When
creating charts, graphs, and other images, Microsoft Office applications may generate alternative
text automatically which includes the disclaimer that “Al-generated content may be incorrect”.
When those images are copied to other documents, the automatically generated alternative text
remains and can appear in a PDF. The Commission notes that similar messages appear when a
computer cursor hovers over certain images in NW Natural’s 2025 IRP document.>*

The Commission and Commission Staff adhere to the Washington Technology Solutions policy
for all matters related to the disclosure of generative Al use.>*

Conclusion

The Commission’s recommendations in this letter are summarized in Table 1. The Commission
disagrees with Staff that NW Natural’s IRP does not comply with WAC 480-90-238. While the
Commission concurs in principle with many Staff recommendations for improvements to future
IRPs, further discussion is needed regarding the specificity and priority of Staff’s
recommendations. The following list summarizes content from this letter and is provided to
guide a discussion of that specificity and priority.

The Commission acknowledges NW Natural’s 2025 IRP, believing it complies with WAC 480-
90-238, but sets forth several recommendations to continue to meet this standard for the future.
This IRP was filed on August 1, 2025, following the workplan filed on May 1, 2024. In
accordance with WAC 480-90-238(4), NW Natural is required to file its next IRP work plan by
August 1, 2026, and submit its next IRP by August 1, 2027.

Table 1: Commission’s Recommendations for 2927 IRP and Future Filings

\ Primary Recommendation \ Sub-recommendation

31'UG-240312, Joint utilities filing comments regarding Staff Appendix A (December 4, 2025).
32UG-240312, NW Natural Comments (December 3, 2025).

33 In Chapter 1 of the 2025 NW Natural IRP, these include Figure 1.2 (Page 1-4), Figure 1.3 (Page 1-9),
Figure 1.5 (Page 1-11), Figure 1.6 (Page 1-11), Figure 1.7 (Page 1-12), Figure 1.8 (Page 1-13), Figure 1.9
(Page 1-14), Figure 1.11 (Page 1-17), Figure 1.13 (Page 1-17), and Figure 1.16 (Page 1-22).

3 WaTech Artificial Intelligence Policy, https://watech.wa.gov/artificial-intelligence-resources
(December 11, 2025).
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Improve modeling and scenario analysis
related to the Climate Commitment Act.

Include variations of CCA
allowance prices in the analysis of
the preferred portfolio.

Develop a model to assess
customer bill impacts.

Model proportionate reductions in
greenhouse gases consistent with
the state emissions cap.

Model a scenario where NW
Natural must purchase allowances
on the secondary market above the
price ceiling, or provide reasoning
for why that would not be needed.

Align modeling of NW Natural’s gas
system with Washington-relevant data.

Work with Staff and other
stakeholders to establish
parameters for Washington state
building codes and assumptions.
Incorporate standard demographic
baselines into equity modeling.

Continue to improve engagement with the
Company’s IRP process.

Provide an analysis of community
engagement efforts informing NW
Natural’s IRP process, including
clear participation metrics.
Develop a strategy that enables
Staff to review and observe the
effectiveness of the Company’s
public participation at CEAG
meetings.

Work with Staff and other stakeholders to
develop a model of a “plausible worst-
case scenario.”

Further develop methods for assessing the
role of alternative fuels, including cost
and supply assumptions, if they are to be
considered within the Company’s long-
term plans.

ol Digitally signed by Jeff Killip
J eff K| I I | p Date: 2026.04.09 16:16:35

-07'00'
JEFF KILLIP
Executive Director and Secretary
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