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Cascade Natural Gas Corporation’s Oregon Low Income Energy Conservation Program
Annual Report for Program Year October 1, 2012 through September 30, 2013

Overview of the 2012-2013 Program Year

Cascade Natural Gas Corporation (“Cascade” or CNGC) has completed the seventh year of its Oregon
Low Income Energy Conservation (OLIEC or Weatherization) program. During this period, 39 homes
were weatherized with a total annual savings of 5,392 therms. This represents a further decrease in
therm savings from the 7,495 therms saved on 49 homes served the previous program year. This
reduction in job completion and therm savings is due to the agencies exhausting their American
Recovery and Reinvestment Act (ARRA) funds to weatherize Cascade’s low-income homes. The
ARRA program formally concluded on March 31, 2012. Most agencies had exhausted their available
ARRA funds prior to the program closure date. Leading to a further decline in completions was the
limitations of other federal low-income weatherization funds, primarily DOE Weatherization Assistance
Funds, that are required to complete natural gas homes under the current OLIEC program design.

This decrease in the number of homes completed is not a negative reflection on the hard working and
dedicated Community Action Agencies (CAAs) serving low-income customers in CNGC’s service
territory. Their efforts, as always, are greatly appreciated by the Company and serve as an asset to our
community. The Company has continued to work closely with the agencies and program partners to
identify potential program and/or funding adjustments that adequately reflect the changing
circumstances faced by agencies and low-income households. Additionally, the Company has recently
completed a third-party evaluation of the low income programs, including both OLIEC and Oregon Low
Income Bill Assistance (OLIBA) programs. The results of this evaluation, combined with ideas and
concepts from our Advisory Group, have pointed the way to future OLIEC program improvements. This
is discussed in more detail in the concluding section of this report: Program Year 2013-14
Enhancements. Also presented later in this report is a description of the internal transfer of funds
between the OLIEC and the OLIBA programs in the amount of $5,000.

Since May 2006, Cascade has collected public purpose funds to reduce the energy burden of low income
homeowners and renters in its Oregon service territory by providing them with weatherization and bill
assistance services. The funding has been collected through a public purpose charge to residential and
commercial customers with service under Rate Schedules 101 and 104 respectively. Additionally, other
funds are provided, as per Cascade’s regulatory agreement with the Oregon Public Utility Commission,
that provide the total amount of annual funding available to fund the Company’s low income energy
conservation (OLIEC) and bill payment assistance (OLIBA) programs. In May 2013, Cascade
submitted a proposed change in the public purposes charge paid by Rate Schedules 101 and 104
customers in Oregon. This proposed change was approved by the Oregon Public Utility Commission
(OPUC) and made effective on July 1, 2013. This change does not appreciably alter total annual
funding for either the weatherization or the bill assistance programs. The total amount of funding
available to fund these two programs is currently split with 75 percent funding the energy conservation
program and the remaining 25 percent funding the bill assistance program.

Several years ago, in order to meet additional needs resulting from rate increases in 2008 associated with

the annual Purchased Gas Adjustment filing, the allocation formula was adjusted to temporally provide
100% of low income funds to the Oregon Low Income Bill Assistance Program, This adjustment lasted
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from September 1, 2008 through March 31, 2009. Funding reverted to the original 75-25 formula
effective April 1, 2009.

Public purpose monies are collected on a monthly basis to fund the weatherization efforts of the CAAs
in Cascade’s Service Area. All monies are held in a dedicated, interest-accruing account and are
provided to the CAAs upon completion of rebate-qualified energy efficiency improvements. Each
qualified CAA in the Company’s service territory has access to a specific portion of the weatherization
funds accrued in the Company account. In the event that an agency exhausts its weatherization funds,
the Company is able to transfer monies designated for a less active agency and/or from the accrued
interest category.

Since the beginning of the OLIEC program, no agency has exhausted the monies designed for
weatherization. Generally, the Company has instead found that public purpose monies accrue at a faster
rate than the CAAs are able to spend-down the money in their account. Even at the peak of ARRA
funding, when the agencies had access to additional monies to help with their weatherization efforts,
they did not exhaust the funds in the designated CNGC weatherization account. Therefore the Company
is confident that funding levels have been adequate to effectively support the efforts of the CAAs
delivering the OLIEC program. The Company would note that CNGC dollars are designated
specifically for tariff-approved measures and are provided in the form of a rebate. Therefore
“discretionary” funds from other entities remain important, As will be discussed later in this report, the
Company and its program partners have developed a new OLIEC program design. This new program
design is supported by the recommendations included in the recently completed third-party evaluation of
the programs. The intent is to increase the number of low income homes that are weatherized, and more
fully utilize currently available OLIEC funding, in a manner that does not require the use of other
leveraged funds to pay for the installation of qualified energy efficiency measures identified under this
program.

Under the OLIEC Program, Community Action Agencies installing qualifying energy efficiency
measures for Cascade’s low income customers are reimbursed from the OLIW funds (the name of the
internal Cascade fund account) according to a schedule of incentive payments based on Cascade’s
OPUC approved avoided costs. Cascade’s participating agencies are as follows:

» NeighborImpact, serving Cascade customers in the Bend/Redmond/Prineville Area

» Community Action Program Fast Central Oregon (CAPECQ), serving Cascade customers in the
Pendleton/Umatilla Area

» Community Connection of NE Oregon (CCNO), serving Cascade customers in Baker City

»  Community In Action (CINA) serving Cascade customers in Malheur County.

Currently, the design of the program provides a greater reimbursement of funds for those measures that
provide greater therm savings. The rebates that are associated with the program are not intended to
entirely meet the agency’s cost of installing approved energy efficiency measures, but to supplement
other agency funds to increase the number of customers served. In addition to the rebate, the CAAs
receive $225 per project for program delivery and administration costs.
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Program Outreach

Cascade has provided information on its low-income energy efficiency program to customers through
bill inserts, the company’s newsletter, as well as an Energy Savings Tip brochure that each agency has
been provided in both English and Spanish. Cascade also has a Low Income Advisory Committee,
which met via teleconference on January 9, 2013, April 17, 2013, and October 21, 2013 to discuss both
the OLIEC and the Bill Assistance program. The annual “face-to-face” meeting was held on July 10,
2013 in Pendleton. In addition, a special face-to-face meeting was held in Kennewick, WA with Gil
Peach on May 31, 2013 to discuss the results and recommendations contained in the Oregon Low
Income Programs 3" Party Evaluation. Additional teleconferences were held during 2013 with Staff,
Agencies and CAPO regarding the development of the Conservation Achievement Tariff which will be
briefly described in the Program Enhancements section at the end of this Annual Report. All agencies
are invited to participate and/or submit agenda items at these meetings. These meetings have been very
productive to date and have resulted in the following suggestions and outcomes:

* Reviewed agency progress on weatherizing Cascade homes. Kept agencies abreast of
regulatory changes occurring as a result of the Company’s Integrated Resource Plan and
the development of the upcoming third-party evaluation of the low-income programs.

* Focused agency and Company attention at a detailed work session to develop strategies
and approaches to delivering low-income weatherization program services in an era of
potentially limited federal resources.

Customer Eligibility

The agencies performing weatherization services use the same income eligibility requirements as the
Low Income Home Energy Assistance Program (LIHEAP). Customers are eligible for assistance
though the OLIEC program if they are owners or renters of a single family home that uses natural gas as
the primary space heating fuel and if their household income does not exceed 60% of Oregon’s medium
income, or other income threshold guidelines followed by federal low income weatherization programs.
Duplexes, triplexes and four apartments qualify for OLIEC if residents of at least half the units in the
structure meet the income qualification test.

The OLIEC program provides additional funding that supplements existing funding provided by low
income weatherization programs governed by federal and state authorities. These existing programs give
preference to homes that are occupied by the elderly, the disabled and low-income households with
children aged 6-years and younger.

Funds Allocation

Cascade allocates the monthly weatherization funding to the participating agencies based on the total
funding provided by Oregon Housing and Community Services (OHCS) under the LIHEAP program
within Cascade’s service territory. Cascade has the discretion to revise the allocation during the year if
the company believes that a different allocation will be the most effective and efficient use of the
available funds; however, no reallocations were done for the Weatherization program. The 2012-2013
program year allocations were as follows:

Neighborlmpact 39.40%
CCNO 21.76%
CAPECO 28.46%
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CINA 10.38%

A modification will take place during the 2013-2014 OLIEC program year with the addition of
Klamath-Lake Community Action Services (KLCAS) to the list of Oregon agencies that participate in
the OLIEC program. An estimated 400 customers served by Cascade Natural Gas live in Klamath
County, Oregon. KLCAS will coordinate with another Oregon CAPO member organization, the
Oregon Human Development Corporation, to deliver OLIEC services to qualified low-income
households in this area.

Payment Process

Each agency completes and returns rebate application forms provided by Cascade. The rebate amounts
are calculated based on the deemed savings per measure published in the Company’s Tariff (Sheet No.
33). The form is then signed by the agency representative and sent to Cascade along with all the receipts,
invoices and the energy savings analysis. The Conservation department then reviews each rebate
application form fo assure that all paperwork is correct and valid. The approved form then goes to the
Accounting department for payment to the appropriate agency at which time the agency’s fund balance
is reduced.

Overall Program Performance

The OLIEC program experienced a decreased level of activity in the 2012-13 program year from the
previous program year. In total, agencies completing 39 homes in the 2012-13 program year compared
to 49 homes in the 2011-12 program year. However, there still remains a significant amount of program
revenues (approximately $442,134) unspent at the close of the 2012-2013 program year. Exhibit A
summarizes the results of the program for each year of the OLIEC program and for the combined six-
year period.

During this seventh year, the program weatherized 39 homes with rebates averaging $1,289 per home
($1,514 including agency administration). These per home costs are closely aligned with those from the
previous program year. During the 2012-13 program year, agencies installed a total of 129 measures,
with the average project including approximately 3 measures. The annual therm savings associated
with the 39 projects are estimated to be 5,392 therms. This calculation includes the therm savings
resulting from all measures determined in accordance to CNG’s Stellar Study.

Exhibit B displays the monthly financial metrics for the OLIEC program for each year of operation.
Exhibit C displays data relating to the numbers of measures installed through the OLIEC program and
the resulting predicted therm savings for each measure and each year of operation.

Designated Fund for Additional CAP Agency and Other 501c3 Agencies Energy Efficiency Efforts
As included in the OLIEC tariff effective on January 20, 2010, Cascade was allowed to designate
$25,000 of the OLIEC program funds for use by CAP agencies and 501¢3 non-profit agencies for
reimbursement on the installation of selected energy conservation measures (high efficiency gas
furnaces and water heaters and construction to Energy STAR standards) and custom low income energy
efficiency projects (where preference would be given to measures that would qualify for rebate in
similar projects offered through the Energy Trust of Oregon).
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The Company found it very challenging to utilize these funds during the current program year. To date,
there have been no reimbursements from this designated fund. One of the primary obstacles to the use
of this designated money is the fact that many of the non-CAP 501¢3 agencies in Cascade’s service
territory that perform this type of work are already working with the Energy Trust of Oregon which is
utilizing other Cascade Natural Gas public purpose funds to promote the installation of energy efficiency
measures to help meet their Cascade Natural Gas therm savings goals under their residential and/or
commercial programs. In the same sense that low income households would qualify for either the
standard incentives available to all customers on a qualified rate schedule, or the income-specific rebates
designed to facilitate more substantial conservation services; the 501¢3 agencies also have the choice of
participating through our low income specific program with higher reimbursement levels, or receiving a
rebate through the ETO. It should be noted that the funds for both of these programs are provided
through the same source: CNGC ratepayers. Since either program enables us to count therm savings
towards our annual goals, the Company is neutral as to which source of funding the low income
agencies pursue. That being said, the low income program was specifically designed as an opportunity
to provide greater funding in order to best serve Cascade’s most vulnerable populations. Therefore the
Company will continue to negotiate with the Energy Trust to determine the best way to maximize
resources to these customers/agencies. Finally, it should be noted that reimbursement from Cascade
under the OLIEC program cannot be combined with incentives from ETO for the same measure. In
addition, some 501c3 agencies that are engaged in the construction of rehabilitation of low income
housing are building to code and do not install measures that would qualify under the program.

Program Year 2012-2013 Enhancements

The Oregon Low Income Energy Conservation program continues into its eighth year. With the
expected decline in available federal weatherization funds, and with no appreciable modification to the
OLIEC program design, the Company would expect overall program performance at close to that
recorded in the past program year. These federal funding sources, primarily DOE-WAP and a portion of
LIHEAP funds, are currenily under significant scrutiny at the federal level and have been significantly
reduced from their historic amounts. This places increased pressure on reimbursement programs like
OLIEC which provides rebates for a portion of the total costs of installing qualified weatherization
measures.

Ideas and suggestions regarding overall OLIEC program modification were exchanged at a special
meeting of the low income agencies, CAPO, Cascade and the OPUC on May 22, 2012 around these
issues. It was determined that it was best to await the result of the third-party evaluation of the OLIEC
program before coming to conclusions on potential program modifications. Part of the evaluation
included suggestions of such modification that could lead to better serving Cascade’s low-income
households.

Cascade, in cooperation with Staff, the agencies, and CAPO has developed and will present an OLIEC
program modification proposal to the Oregon Public Utility Commission early in the 2013-14 program
year. This proposal will be based upon implementing a methodology that will fully-fund the installation
of cost-effective measures currently approved in Oregon Schedule No. 33. The anticipated results of
this modification will be to increase the number of Oregon low-households receiving whole-house
weatherization services under OLIEC and a more full utilization of available weatherization funds.
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The Company will continue to hold quarterly advisory group meetings to track agency performance
progress and continue to look for ways to remove barriers that may exist with the delivery of this
program to our low income customers.

Additionally, the Company will continue to seek opportunities to partner with qualified 501¢3 agencies
that are involved in the construction and rehabilitation of affordable housing if the project is designated
primarily for habitation on low income individuals and families to utilize the portion of program funds
set aside for those purposes. Further, the Company and the Agencies will jointly explore opportunities
for those Agencies to utilize this funding in their activities in the areas of constructing and/or
rehabilitating affordable housing.
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521965 | 221918 300,985.67 1450.47) 1225.007 (15279} {828.261] $300.157.41
507275 218209 841116 (3,140.84) (450.00) (932.97) [4574.76)} $303,638.39
$ 4237686 {$2648723 (% 67884001 [$ (4521784 $ (9,45000) 330381839
2007-2008 Proatsm Year REVEHUES EXPENDITURES
Tolal Rebates Ageney Total
Beainning Prociam inlerest Roverve For inslabed Ademin GHG Exendiues Ending
onth Balahte Revetwes Income: Babance beasiyes Payrients Adln Balanca
CelOT| 8 14671367 [ S 13427701 $ 105502 % 16120633 - - - % - $1561 20639
Hov-07 16120639 ekl 105892 185.500.21 13724.92) 450,001 - {4174.921] 518132629
Dec-DT 181 32829 2675462 123033 20031124 - - - - $2092311.24
Jan-08 20931124 3282190 | 1.42053 243 55367 - - . - | 824355367
Feb-08 24355367 7287618 164487 26807470 - - - - 326807470
hhar-08. 26807470 2168150 182370 291,628.90 - - - - 329162090
Aor-08 291,629,540 1548602 | 180528 30892120 1882899  6.075.00) - 124.973.551] $283.047 25
Mare-08 283047.25 921578 202403 205187.47 - - Hr.00} {303.000] $294884.17
Jun-D8 29488447 824582 187068 303113867 (10599 94| 1,575.00) - {12174 34)f 320093873
Jui-Da 20093873 467081 | 207025 297.688.79 14,685.45) 1900.00) (21435} {5.759.81){ $291 838.98
Aua08 20188803 53118 208500 299,20582 12.188.60) - 3.447.50} (5,636,301} $293,650.62
Sep-08 293 65062 - 204856 20570318 (3,479.33) (450.00) - 3,579 33) $291,778.85
rogram yeat
ety 5 4BIFMI3{$20M630]{8 0205743 | [$ (43577.30)| § (9,45000)| § (3,06485 56,892 25
2006-2007 Prociam Year REVENUES. EXPENDITURES
Tolal Rebates Aderey Total
Proatam Inferast Revenva For Inslafted Admin CNG Expendiures Ending
[ncome Balance Measies Pamnents Avmin Balance
¥ 1062 T N B T s TimEz
3348366 - - - - ¥ 3348366
5964056 - - - - 3 5064856
81 44153 579 54} 122500 - {804.50} $ 9053699
113.285.70 - - - - $113285.70
13047421 01253 {1.25000) - 5.3625M] 312511168
139,066 44 - - - - %139,066 44
143.445.05 112,217,900} {1.800.00) . {14.047.90] $134.427.15
140,697.47 165213 225000 - (8771201 313973034
145 15820 5,009.30} 190000 - {5.900.30){ $139.249.50
145250.26 . $145200.26

.200; o7 1 1095, 120022 | moess)  s000) - 691655 314671267
s - |s meses s rreze QFEsies | (Ba000 : 14871387
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