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Cascade Natural Gas Corporation’s Oregon Low Income Energy Conservation Program
Annual Report for Program Year October 1, 2010 through September 30, 2011

Overview of the 2010-2011 Program Year

Cascade Natural Gas Corporation (“Cascade”) has completed the fifth year of its Oregon Low Income
Energy Conservation (OLIEC or Weatherization) program. During this period, 113 homes were
weatherized with a total annual savings of 17,833 therms. This represents a significant increase in therm
savings (6,759 therms) from the 11,074 therms saved in 78 homes served the previous program year. |
This significant increase in job completion and therm savings is due to the agencies more fully utilizing
their American Recovery and Reinvestment Act (ARRA) funds to weatherize Cascade low-income
homes. The increase is also due to the continued hard work and dedication of the Community Action
Agencies serving low-income customers in CNGC’s service tetritory. Their efforts, as always, are
greatly appreciated by the Company and setve as an asset to our community. The Company will
continue to work closely with the agencies as they complete the ARRA program during this program
year to identify potential program and/or funding changes that reflect the circumstances that will
confront agencies and low-income houscholds post-ARRA. This issue is discussed later in the report,

Since May 2006, Cascade has collected public purpose funds to reduce the energy burden of low income
homeowners and renters in its Oregon service tetritory by providing them with weatherization and bill
assistance services. The funding has been collected through a .15% surcharge to residential and
commercial customers with service under Rate Schedules 10! and 104 respectively. Additionally,
Cascade provides an additional .15% of revenues from these customer segments; and combined with the
Low Income funding these monies are equal to three tenths of one percent (0.30%) of Oregon residential
and commercial gross revenues. 75% of the low income funds are designated as available for the Low
Income Energy Conservation Program. In September 2011, Cascade submitted a proposed change in the
public purposes charge paid by Rate Schedule 101 and 104 customers in Oregon. This proposed change
was approved by the Oregon Public Utility Commission and became effective on November 1, 2011,
This change does not appreciably alter funding for either the weatherization or the bill assistance
programs.

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 Low Income Bill Assistance Program. This adjustment lasted from September 1,
2008 through March 31, 2009. Funding reverted to the original 75-25 formula effective April 1, 2009.
The Oregon Low Income Energy Conservation Program (Tariff No., 33) had sufficient funding, and
limited weatherization projects are completed during the winter period. The internal accounts accrued
interest at the Company’s currently effective authorized rate of return. In the event that one of the
Community Action Agencies delivering Low Income Weatherization Services in CNGC’s service
territory outpaces the amount of funds designated to that agency, Cascade has the administrative
flexibility to re-allocate funds among the agencies to support such efforts and to make most effective
and efficient use of the available funds. Such strategies may be considered in the future as needed.

Under the OLIEC Program, Community Action Agencies (CAA or Agencies) installing qualifying
energy efficiency measures for Cascade’s low income customers are reimbursed from the OLIW funds

' One agency recently submitted a rebate request on a qualified weatherization project completed during the 2009-10 OLIEC
program year. Cascade has included the therm savings, measure count and job count for that project in the re-stated 2009-
2010 PY therm totals and accounted for the actual agency payments in the 2010-2011 program year.
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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 Area

» Community Action Program East Central Oregon (CAPECO), serving Cascade customers in the
Pendleton Area

»  Community Connection of NE Qregon (CCNO), serving Cascade customers in Baker County

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

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 meet the
agency’s cost entirely, 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,

Program Qutreach

Cascade has provided information on its low-income energy efficiency program to customers through
bill inserts, the company’s Warm Neighbor News 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 on December 8, 2010, March 2, 2011, June 7, 2011 and October 11,
2011 to discuss both the OLIEC and the Bill Assistance programs. 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 progress and focused attention on fully utilizing available funding, especially
ARRA funding, to achieve a significant increase in the number of Cascade customers
served.
* Focus agency and Company attention on the need to engage in a more detailed future
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 median
income, or other income threshold guidelines followed by federal low income weatherization programs.
Duplexes, triplexes and four-unit 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 cliderly, the disabled and to low-income households with
children aged 6-years and younger.
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Funds Allecation

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. While no reallocations between agencies were done for the Weatherization program
during the 2010-2011 program year, Cascade did transfer $90,000 of unassigned interest in February,
2011 with $63,000 going to CAPECO and $27,000 going to CINA. This transfer of unassigned interest
provided these two agencics with needed additional program funds while maintaining the normal
allocation of monthly public purpose funds. The 2010-2011 program year allocations were as follows:

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

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 33).
The form is then signed by the agency representative and mailed into Cascade along with all the
receipts, invoices and the energy savings analysis. The Conservation department then reviews each
rebate application form to 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 Perfornance

The OLIEC program expetienced a substantially greater level of activity in the 2010-11 program year
from the previous program year. In total, agencies improved their performance once again over the
previous program year completing 113 homes in the 2010-11 program year compared to 78 homes in the
2009-10 program year and 42 homes in the 2008-09 program year. However, thete still remain a
significant amount of program revenues (approximately $333,159) unspent at the close of the 2010-2011
program year. The following table summarizes the results of the program;

During this fifth year, the program weatherized 113 homes with rebates averaging $1,767 per home
($1,994 including agency administration)®. The increase in the average rebate per project from the
previous program year was primarily the result of a significant increase in the number of duct sealing
measures and high-cfficiency gas furnace installations and an increase in the average number of
measures installed in each home. A relatively minor contributor to this increase in average rebate per
project is the accounting for the therm savings of the project noted in footnotes 1 & 2 of this report in
the 2009-10 program year and the fund expenditure accounted for during the 2010-11 program year,
During the 2010-11 program year, the agencies installed a total of 440 measures, with the average

* During the 2010-10 program year one agency submitted a rebate request on a completed project weatherized during the
2009-10 program year. The associated therm savings and measures count is included in the updated 2009-10 program year
metrics. The costs associated with the actual reimbursement are included in the 2010-11 program year metrics.
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project including nearly 4 measures. The annual therm savings associated with the 113 projects are
estimated at 17,833 therms which is significantly higher than the previous year’s total of 11,074 therms.
This calculation includes the therm savings resulting from all measures determined in accordance to
CNG’s Stellar Study. (See Exhibits A and B for further program details)

Summary of Annual Program Results
OREGON LOW INCOME ENERGY CONSERVATON PROGRAM

2006t0 2011  2010-11 2009-10 2008-09 2007-08 2006-07
Number of Customers Served 299 113 78 42 42 24

Average Rebate per Project S 1,427 S 1,767 S 1,419 § 1,077 S 1,038 s 1,150
(excluding Administration)

Revenues
Balance from Prior Year $ 371,451 $ 303,838 $ 291,779 $ 146,713 NA
Program Year Revenues $ 717,106 $ 156496 $ 164,533 ¢ 42,377 $ 181,741 S 171,959
Accrued Interest S 116,689 § 31,274 5 31,869 S 25487 S 20316 S 7,743
Total Available Funds S 833,796 S 559,221 § 500,241 § 359,643 S 348,770 S 179,702
Payments to Agencies
For Weatherization Measures  $ 426,754 $ 199,712 $ 110658 $ 457218 $ 43,577 5 27,588
For Administration S 67,275 S 25,650 S 17,325 5§ 9450 $ 9450 S 5,400
CNGC Administration 5 6,608 $ 700 S 806 S 1,137 § 3,965 S -
Total Payments $ 500,637 S 226,062 S 128790 S 55,805 $ 56,992 $§ 32,988

Ending Balance in OLIW Account $ 333,159 $ 333,159 $ 371,451 ¢ 303,839 $ 291,779 S 146,713

Comparing the accomplishments for 2010-11 to the previous program year agencies again more fully
utilized their available ARRA funds to weatherize more Cascade homes. This federal program ends on
March 31, 2012.

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 cnergy 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),

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
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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 501c¢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 501¢3 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.

Further, ETO has recently announced that they intend to more aggressively target all local affordable
housing agencies in their utility service areas during 2012 to help meet their aggressive utility IRP
goals,

Program Year 2011-2012 Enhancements

As the Oregon Low Income Energy Conservation program continues into its sixth year, the Company
expects to see program performance transition as agencies exhaust their remaining ARRA funds and
return to their traditional sources of federal funding for whole-home weatherization. These federal
funding sources, primarily DOE-WAP and a portion of LIHEAP funds, are currently under significant
scrutiny at the federal level and may be reduced from their historic levels in future years.

It was discussed at our [ast quarterly advisory group meeting (October 11, 2011) that Cascade, as well as
representatives of the four agencies, and interested parties convene a half-day meeting to develop
program modification and funding ideas that could help us ail navigate this new situation. Discussions
are taking place to convene this meeting around March of 2012 to enable agencies to work their way
through the majority of the current heating season.

In addition to this special weatherization strategy meeting, the Company will continue to hold quarterly
advisory group meetings to track agency performance progress and to 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 rchabilitation of affordable housing if the project is designated
primarily for the habitation of low income individuals and families, to more fully utilize the portion of
program funds set aside for those purposes.
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Cascade Naturai Gas Corporation
Anaual Report 2005.2611
OLIEC (Or2gon Low Income Energy Conservation)
Revenues Expendiures ] Balance
brogram To bate’s —Torr ] | R Kgendy—TNCC ToraT
rogram To Data SUMMAY ] pevenues  Interest  Revenues Payments Admin. Admin.  Expenditures
717,106 241 116685.18]  833,765.42] (428,753.76}| (87.21'500}] (5,608.02) {500.838.78)F 333,158.84
2010-2011 Program Year REVENUES EXFENOTURES
Tolal Rebates Agency Tolat
Beginning Pregram Inderest Revenue For Instatled Admin CNG Expendiures Ending
Month Balance Revenues incoms Balance Measures Payments Admin Batance
Oc-10) % 37145115 | § 1004955 | § 281509 | $384.3157¢ {350.00) {350.00) § 383,065.79
Nov-10. 383,965.79 19.921.14 270564 | 408,591.87 {1,928.00) (459.00) {2.375.00)} & 404,213.97
Dec-10 404,213 87 2292333 291708 | 430,054.38 (123,345855  (13,275.00)] (138.612.85)| $ 29343571
Jan-§1 243,435,714 24,355.20 254738 | 32034830 (6,376.77) (1,125.00) {7,501.77)[ § 312,848.53
Feb-11 312,848.53 20,185.99 2801231 33583375 {4.804.52) {1,125.00) {6,920.52)| § 320,004.23
Mar-11 320,504 23 16.035.31 3,303.79 1 24024833 (14.875.64) £2,025.00) {16,904.64)} 8 33234169
Apr-11 33234169 14,585.04 253125 34945793 {14,908.40) {1.800.06). {18.708.40)} $332.751.58
May-11 332,751.58 8,527.50 161708 | 34285618 (5,338.85) {800.00} {8.238.95)] § 336,657.29
Jun-11 33685724 T7.084.34 2231985 F 34587350 {11.262.60) {1,800.00) {13,062 60)] § 332,01880
Jul-11 33291090 4,167.64 270285 | 339,781.18 (2.614.58) (875.00) {350.00) {3,639.58)] $338,141.61
Aug-1t 38,1418t 4.345.55 256808 | 43,1052 {850.00) (225.00) (F.085.00} & 34202022
Sep-11 342,02022 4,252 43 253333 | 34880588 {33,397.34) (2.250.00 {15847.34)} $333,158.84
program year
actiy $156,456.02 | $31273.92 { $187,769.94 $ {169,71245)} & (25.650.03 $_(00.00)1 § (223.062.45)] § 333,158.654
2009-2010 Program Year REVENUES EXPENDITURES
Totat Rebates Agerny Totat
Beginning Program Interest Revenue For Instafed Admin CNG Expenditures £nding Q
Menth Balanty Ravenues. Income Balance Measuyras Payments Admin Balanca ]
Oct-09] $ 30383839 | § 14.737.30 | § 2,302.08 | $320.877.75 - - - $ - $320,877.75 w
Nov-09, 32087175 18,306 .98 223936 | 34f42409 . - K - $341.42409 =1
Dec-09) t424.09 31,148.81 244343 37501633 (513.45) {430.00) {1.063.49)| $ 37395288 »
Jan-10] 37395288 20,539.45 283061 ] 38712204 {1.489.29) £225.00) {1,724 25)| % 39539869
Feb-10 395,338.69 1892789 251056 416,828.94 {5.611.48) {1,125.00) (8,738.48)] § 410,100.48
Mar-10 410,100.48 15.361.3¢ 285942 [ 42832129 {10,823.78) £2,025.00), {12.,848.78)] $415.472.51
Apr-1Q 41547251 13.499.3% 285000 43178190 {12.427.21) {1,800.00), (14,227 21)F $ 417,554 6%
May-10 417 55469 9,735.15 2170887 430,08452 {31,3£9.91) (4.500.80) {35,818.91)f $ 204,244 61
SJun-1g, 394,244 8¢ 8,744.82 274842 | 403,737.85 {4.525.20) (450.00) (3.375.20)] $ 293,36285
Jul-10 38836285 352130 289187 | 40507592 {14.215.02) {1.575.00) {15,760.02)] § 389,285 60
Aug-10, 389,285.90 558023 204478 | 397810861 {13,12587 2,700.00) (15,825.87}] § 381,085.04
Sep-10 381,955.04 8,126.91 2,717.63 | 39082958 {16,095 98} {2,475.00 808.45) (19.578.43} $ 371.451.15
peogram year [
actisity $ 16453342 {1 § 31,863.& $ 198,402 34 $ {1 10.658.!_3) 3 (17325000 § (80645 S (128,789.58)| $ 371,451.15
2008-2009 Program Year REVENUES EXPENDITURES
Tolal Rebates Agency Totaf
Beginning Program Irderest Revenue For Instafed Admin CNG Expenddures Ending
Month Batance Revenues Income Batanca Measurss Paymenis Admin Batanca
Oct-08{$  209,77885 | § - $ 215820 | $203,037.05 . . - & - §293.037.05
Noy-08| 2$3,837.05 - 210403 | 20604108 (f,202 .58} {225.00) - {1,427.58}| § 29481350
Dec-08 294,613.50 - 2,189.72 | 298,80322 - - - - $206,603.22
Jan-09 265,803.22 - 220592{ 299,009.14 {6,391.50) {1.800.00 - {8.181.00)} $200,817.24
Fet-09 290.517.24 - 194844 | 20278568 {126.00) (225.00) - {245.00)| § 282.42068
Mar-0% 202,42088 - 1.848.44 294,369.42 {3.03%.73) {450.00) . (3.489.73)}{ § 290087930
Apr0% 20087039 $1,318.27 2,08897 | 30420863 {7,414.68) {2,025.00) - (2.439.68)] § 204,84805
May-09 284,845.95 9,556.54 2,34577 | 308,552.26 (6,129.84) {1.350.00} {7,478.84)} $295.,07242
Jun-09 289067242 528074 2,12445 ] 30847761 {5.267.49) {1.£25.00) - (8,392.4%)} § 300,085.12
Jul-09 300.085.32 4,925.91 2,471.32 1 307,182.145 {12,060.31) {1,575,00) {13.635.31)} $ 283,5456.84
Aug-09, 29354684 521085 221818 | 300,95567 {45047), (225.00) {152.79) {828 26} % 300,157.41
Sep-08, 300,157.41 6071215 2,1829% | 30841315 (3,140.24} {450.00) {§83.92) {4,574.76}] §303,828.39
Frogram year
sty $ 4237888 ] $25487.22 1 § 87.884.09 $ (@s27eHls (4500018 (153871) 8 155,804 55)] £ 303.833.3¢
2007-2004 Program Year REVENUES EXPENDTURES
Telal Rebates Agency Total
Beginning Program Interest Revenue For Instalted Admin CNG Expenditures Ending
Month Balance Revanues Income Batanca Measures Payments Admiry Balance
Oct-07] 8 148713687 | § 1343770 [ § 1,055.02 | $181,208.38 - . - 5 . 518120839
Noy-07. 161,208.39 2323490 1.059.92 185,501 24 (3,724.92) (450.00) - (4.174.82)| 5 181,326 20
Dec07 18432629 26,15462 123033 | 20931124 . - . - $209,311.24
Jan-08 209,311.24 32,821.80 142053 | 243,553.67 - - - - $243.553867
Feb-08 243,553.67 22.875.16 1844871 268,074.70 - - - - $265,014.70
Mar-08 268,074.70 21.681.50 187370 | 29162990 - - - - $ 29162980
Apr-08: 291,629.50 §5.486.02 180528 | 30882120 (18,838.95). {6,075.00) - {24.973.95)] § 283,947.25
May-08' 28394726 821579 202413 | 29538717 - y {303.00) {303.00) § 204.885.17
Jun-08 204 884.17 824982 1,87968 | 30311367 {10,599.84) 157500 . (12.174.94); $ 200,538.73
Jul-08 280,638.73 487081 2,07925 | 287688.7% (488545 (800.00) (214.38} (5,799.87)} § 294 68853
Aug-08 201,88898 531t 2,08503 | 269,28592 {2.188.80) . {3.447.50) (5,635.30)} § 793,659 62
Sep-08 29365962 - 2,04&?_5' 20579318 3,478.33) (450.00) - (3,929.33)f $ 201,778.85
frogram year
activty $181,741,13 1 $ 2031630 { $ 202,057.43 $ (43577391 5 (9.45000)| § {3.984.86)| § (56.992.252 $201,778.85
2008-2007 Program Year REVENUES EXPENDAURES
Total Rebates Agency Tolal
Beginning Program Interest Revenue For Instatled Admin CNG Expenditures Ending
Menth Batance Revenues income Balance Measures Fayments Admin Balance
Oct-06] § - $ 110%22 $ 11,03822 - . - 3 - $ 1103622
Nov-(8, 11,035 22 2242024 3220 3348088 - - - . 5 3348588
Cec-08 33,48866 2600349 156.41 5984858 - - - - $ 59.84856
Jan-07 5964855 3144784 345.03 95,441.53 {679.54} (225.00) - {804.54) § 20,53899
Feb-07 50,536 .99 2217118 57153 113,285.70 - - - - $113.285.70
Mar-0¢ 1£3,28570 1641883 76988 1 13047421 (4.012.53) {£,350.00) - {5,362.53) § £25,111.68
Apr-O7 $25,115.68 13.045.44 50832 | 139.066.44 - - - - 5§ 139.088.44
May-07 139,068.44 8,420 19 940.42 148445905 (12.217.50) {1.50¢.00) - {14,017.00)| § 134,427,415
Jun-07F 134,427.15 518328 997.04 140,607 47 {852.13) (225.00) - {877.13)] $139.730.34
Jul-07 138,730.34 4,448.44 98242 145,159 20 {5,009.30) {860.00) . (5.609.30){ $ 139,249.90
Aug-07 139,249 00 5,001.59 £.008.77 14520026 - - - - $145,20028
Sep-07 14529028 832397 $,016.89 152,630 .22 (5,018.55)F (900.00! ~ {3.918.55)} § 148.71387
frogram yes
activity $ . $171,95881 1 $ 7.742.31 {27,587.95) {5.400.06) - $ 148,71387
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