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Q. Please state your name, occupation, and business address. 1 

A. My name is Ted Drennan. I am an Energy Policy Analyst employed in the 2 

Utility Strategy and Integration Division of the Public Utility Commission of 3 

Oregon (OPUC). My business address is 201 High Street SE, Suite 100, 4 

Salem, Oregon 97301. 5 

Q. Have you previously provided testimony in this case? 6 

A. Yes. Please see Exhibit Staff/100 for my opening testimony. 7 

Q. What is the purpose of your testimony? 8 

A. NW Natural is asking to place the Dakota City project in rates in a manner that 9 

places undue risk on its customers. In this testimony, I elaborate further on my 10 

concerns about the project’s prudency and discuss rate design elements and 11 

other protections that are available to mitigate these risks. I also address 12 

proposals raised by Oregon Citizens’ Utility Board (CUB) and Alliance of 13 

Western Energy Consumers (AWEC).  14 

Q. Did you prepare an exhibit for this docket? 15 

A. Yes – I prepared four additional exhibits: 16 

• Confidential Staff/Exhibit 201 consisting of workpapers for analysis related to 17 

risk. 18 

• Staff Exhibit 202, which contains the Company’s response to DR 41, and 19 

Attachment 1. 20 

• Highly confidential Staff Exhibit 203 the Company’s responses to Staff data 21 

request 10. 22 



Docket No: UG 462 Staff/200 
 Drennan/2 

UG 462 

• Confidential Staff Exhibit 204 which contains the Company’s supplemental 1 

response to data request 30.  2 

Q. How is your testimony organized? 3 

A. My testimony is organized as follows: 4 

Issue 1. Background ................................................................................... 3 5 

Issue 2. RNG Acquisition ............................................................................ 6 6 

Issue 3. Prudence of Dakota City.............................................................. 10 7 

Issue 4. ITCs ............................................................................................. 26 8 

Issue 5. Rate Spread ................................................................................ 28 9 

Issue 6. Affiliate Interest Protections ......................................................... 31 10 

Issue 7. Interaction of SB 98 and CPP ...................................................... 36 11 
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ISSUE 1. BACKGROUND 1 

Q. Please provide a brief history of this docket. 2 

A. On February 28, 2023, Northwest Natural Gas Company (NW Natural or the 3 

Company) made an initial filing to bring the costs associated with the Dakota 4 

City Project into rates. Their intent is to include these costs as part of Schedule 5 

198, Renewable Natural Gas Adjustment Mechanism. Included in the filing was 6 

the cost-of-service model, with the intended rate spread for customers. These 7 

rates would go into effect on November 1, 2023.  8 

Staff and intervenors, including the Citizens’ Utility Board (CUB) and 9 

Alliance of Western Energy Consumers (AWEC), filed opening testimony on 10 

May 25, 2023. The Company filed reply testimony on June 26.  11 

Q. Please summarize Staff’s position to date. 12 

A. In Opening Testimony, Staff describes the risks that the Company’s approach 13 

to recovering this investment places on customers. Staff detailed why these 14 

concerns are exacerbated by problems with the information that the Company 15 

used to select this project, including the Company’s difficulty establishing a 16 

reliable production estimate and evaluating the risks associated with this 17 

investment. Staff believes that these issues, combined with the proposal to 18 

ratebase the investment rather than procuring the renewable thermal credits 19 

(RTCs) from the affiliate at a fixed offtake price, raises many questions about 20 

the reasonableness of the Company’s actions, so that Staff does not support a 21 

finding of prudence for this investment.  22 
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In addition, Staff proposed that to the extent it is acceptable for the 1 

Company to recover this investment in Schedule 198 because it is similar to 2 

NW Natural’s Lexington Project, Staff will likely recommend that any future 3 

RNG projects proposed for recovery through Schedule 198 be supported by 4 

IRP analysis and an acknowledged IRP action plan. Finally, Staff supports a 5 

similar approach to protections in the affiliate structure as adopted for 6 

NW Natural’s Lexington Project in Order No. 22-211.  7 

Q. Please summarize other parties’ positions to date. 8 

A. AWEC, in its opening testimony, views the project as prudent but notes the 9 

performance risk may require additional conditions. AWEC questions whether 10 

the Company has proposed an appropriate Investment Tax Credit (ITC) 11 

normalization approach and recommends that the Dakota Project be structured 12 

such that 100 percent of the ITC benefits flow to the ratepayers providing the 13 

capital. AWEC also proposes an alternate rate spread approach that it believes 14 

will better reflect each rate class’s contribution to Oregon’s Climate Protection 15 

Program (CPP) compliance obligations. 16 

In opening testimony, CUB found the project “reasonable at this time, but 17 

reserves the right to respond to issues raised by other parties.”1  CUB also cast 18 

doubt on the Company’s claim that the use of an automatic adjustment clause 19 

would shift risk to the Company.2 Finally, CUB recommended that the 20 

Commission make a legal determination regarding the interplay between the 21 

 

1 See CUB/100, Gehrke/2 lines 11-12. 
2 See CUB/100, Gehrke/3 lines 5-6. 
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CPP and Senate Bill (SB) 98 and “rule that NW Natural should only be  1 

permitted to pursue SB 98’s voluntary standards to the extent that they fit 2 

within a least cost, least risk compliance plan to comply with the CPP.”3   3 

 

3 See CUB/100, Gehrke/3 lines 13-15. 
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ISSUE 2. RNG ACQUISITION  1 

Q. In opening testimony, Staff requested the Company provide a 2 

description of how Dakota City fits in to the Company’s CPP strategy. 3 

Has NW Natural described how this project will fit into its overall CPP 4 

strategy? 5 

A. NW Natural noted that the Company decided to invest in the project prior to 6 

the passage of the CPP legislation but that the RNG from the project will be 7 

used towards CPP compliance.4 Once the Commissions LC 79 order is 8 

issued, the Company will comment further on how RNG projects fit into its 9 

CPP strategy. 10 

Q. How does Staff respond? 11 

A. Staff appreciates the Company’s discussion on the topic. Staff agrees with the 12 

Company’s assertion that the project was entered into prior to CPP rules 13 

adoption. Staff further notes that it looks forward to the Company’s discussion 14 

in surrebuttal testimony should the Commission’s LC 79 order come out prior to 15 

the filing deadline. However, Staff believes that because the Dakota City 16 

project will be utilized for CPP compliance, and that provides a material benefit 17 

from the project to ratepayers, the overall CPP strategy is important to consider 18 

in analyzing the costs and benefits of this project. 19 

Q. Please describe the current market for acquiring RNG. 20 

 

4 See NW Natural/300 Chittum/40 lines 9-15. 
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A. NW Natural’s 2022 IRP describes the current RNG market as nascent and 1 

dynamic, noting the “substantial development and acquisition activities from 2 

large established players in the oil and natural gas and asset management 3 

space, such as Kinder Morgan and BlackRock,” which may drive down prices 4 

in the future.5 There is competition for the RNG resource types NW Natural 5 

would pursue driven by the D3 renewable identification number (RIN)6 market 6 

and transportation fuel sector.7  There are also conflicting estimates of the 7 

costs and availability of RNG supply.8   8 

The potential availability of new technologies creates further uncertainty 9 

in assessing near-term RNG acquisitions. For example, hydrogen technology 10 

costs are projected to come down in the coming years and may benefit from 11 

the development of larger-scale projects.9  12 

In addition, the nature of biomethane RNG technologies, such as those 13 

used in the Dakota Project, come with added unpredictability given the reliance 14 

on outside industrial processes to generate fuel stock.10  The Tyson projects 15 

 

5 See page 48 of NW Natural’s 2022 IRP. 
6 RINs are credits used for compliance and are the “currency” of the Renewable Fuel Standard 

(RFS) program.[1] Under the program renewable fuel producers generate the RINs which market 
participants may trade. Those with obligations may retire the RINs, similar to the approach with 
Renewable Energy Credits (RECs). The D3 RIN market [GS*P1] [DT*P2] is seen as “the type of 
RNG the majority of resources[2]” NW Natural would purchase for carbon compliance. 

7 See page 194 of NW Natural’s 2022 IRP. 
8 See Staff’s Final Comments in LC 79, pages 55-60. 
9 See page 20 of the Hydrogen Insights Report 2021, relied upon by NW Natural in its 2022 IRP,  

which projects a decline of 60 percent in the cost of hydrogen by 2030 at the following link: 
https://hydrogencouncil.com/wp-content/uploads/2021/02/Hydrogen-Insights-2021.pdf. 
This implies a cost of $9.2 per mmbtu, based on a starting point of $23 per mmbtu. 

10 See for instance, International Journal for Research in Applied Science & Engineering 
Technology Volume 10 Issue 11 February 2022, Review: Factors Affecting Biogas Production. 
link; https://www.ijraset.com/best-journal/review-factors-affecting-biogas-production. 
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A. No. It means that the Company is stepping into new territory and should expect 1 

for cost recovery to be examined differently until the technology and acquisition 2 

decisions are better understood. In advance of articulating a sufficient least 3 

cost, least risk acquisition strategy that considers near and long-term risk it 4 

also means that the Company should be expected to share the burden of these 5 

risks and uncertainties with customers. 6 

Due to the timing of the decision to acquire the Dakota project, Staff 7 

accepts that this can be considered an SB 98 project, as opposed to a project 8 

to which the Company committed after the CPP rules were finalized.14 While 9 

Staff agrees that the Company should look for creative ways to acquire RNG, 10 

given the market complexities, the approach is flawed without protections for 11 

ratepayers. A voluntary program like SB 98 was not a blank check for utilities to 12 

procure RNG supplies without appropriately examining the costs and risks. The 13 

approach is more critical when rate-basing long-lived and unpredictable assets 14 

rather than pursuing an off-take agreement.  15 

The passage of the CPP and the decision of the Commission in Docket 16 

No. LC 79 only increase the need for a balanced approach to the Company’s 17 

decarbonization efforts.  18 

 

14 See Staff/100, Drennan/14 lines 11-13. 
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ISSUE 3. PRUDENCE OF DAKOTA CITY 1 

Q. Initial testimony from Staff did not support the prudency of the Dakota 2 

City investment, has that opinion changed given the testimony 3 

provided by other parties and the Company? 4 

A. Staff still has serious concerns with the risks that the Company’s approach to 5 

recovering this investment places on customers. These concerns are 6 

exacerbated by problems with the information that the Company used to select 7 

this project, including the Company’s difficulty establishing a reliable production 8 

estimate and evaluating the risks associated with this investment. 9 

Staff is particularly concerned about the Company’s lack of confidence in 10 

project performance when considering the structure proposed. NW Natural has 11 

structured the project such that the price customers will pay per RTC is 12 

dependent on project production in two ways. First, it chose to seek to recover 13 

the affiliate’s capital investment in rates rather than execute an offtake 14 

agreement with the affiliate. Staff notes that this has higher upside and 15 

downside risk for customers, depending on the performance of the project, but 16 

the upside risk is diminished by the lack of confidence in project performance. 17 

Second, the cost customers bear is dependent on the Company’s ability to sell 18 

underlying brown gas. The less RNG the project produces, the fewer the RTCs 19 

and the lower the revenue customers receive for their fixed level of investment. 20 

This would ultimately increase RNG acquisition costs for ratepayers. 21 









Docket No: UG 462 Staff/200 
 Drennan/14 

UG 462 

Wasatch was a fixed-price contract, so there was no cost risk 1 
embedded in the contract.25  2 

While the response does not specifically address production risk, it is 3 

similar to the identified risks. That is, because the contract is for a fixed price 4 

per RTC, the seller, not NW Natural, or its customers, is absorbing the 5 

production risk, unlike the Company’s proposed treatment for the Dakota City 6 

project.  7 

Q. Are there other things the Company could have done to lessen the risk 8 

of the project to ratepayers? 9 

A. Yes. Staff reviewed the financial capital structure of Dakota City Renewable 10 

Energy, LLC (Dakota City), a joint venture between Northwest Natural Gas 11 

Company (NW Natural) and BioCross LLC. NW Natural contributed 12 

100 percent of the financial capital structure with an equity contribution 13 

through its NW Natural RNG Holding Company subsidiary. When NW 14 

Natural provides financing or cash, it is a combination of debt and equity. 15 

BioCross’s contribution is through sweat equity; it did not contribute any 16 

monetary capital to Dakota City. Had the affiliate capital structure included 17 

project financing at the subsidiary level, there would have been a reduction 18 

to the operational and catastrophic failure risks that NW Natural and 19 

potentially its customers solely bear otherwise. 20 

Q. Is the Dakota City RNG project used and useful? 21 

A. Yes, according to the Company the facility began commercial operations on 22 

 

25 Ibid. 
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unit cost, increasing the potential for ratepayers to overcompensate the 1 

Company for the RTC produced. Use of the AAC will continue the issue, with 2 

ratepayers required to pay for any potential poor performance going forward. 3 

That is, if the facility underperforms one year, NW Natural will likely update its 4 

production forecast downward for the following year, increasing the per-unit 5 

cost to customers. This approach shifts the risk of project performance from the 6 

Company to ratepayers. This risk issue was discussed in LC 79: 7 

Staff also suggests a discussion of risk sharing for the costs of 8 
any SB 98 RNG the Company pursues in lieu of more cost-9 
effective options like CCIs. If the Company continues to pursue 10 
near-term SB 98 RNG, then a conversation should take place 11 
around risk sharing. Given that these investments create 12 
potential benefits for shareholders around capital costs, yet they 13 
are not the lowest cost way to meet CPP requirements for 14 
customers, there are ways to place more of the risks of these 15 
investments on shareholders. This could include measures to 16 
place the risk of cost overruns on shareholders, as the 17 
Commission has discussed doing for certain renewable electricity 18 
investments. For example, the Company could be limited to 19 
recovering the amount of the cost estimate used to select a 20 
project in its RNG workbook.28 21 

Q. NW Natural argues for prudence based on the use of a Commission-22 

approved model. Do you agree? 23 

A. No. The Company states multiple times that they relied on a “Commission-24 

approved” model from UM 2030;29 however, the Company made changes to 25 

the UM 2030 model when selecting Dakota City and the Commission has 26 

 

28 See Staff’s Final Comments in LC 79, page 63. 
29 For examples, see NW Natural/300, Chittum/page 2, lines 7-8, NW Natural/300, Chittum/page 9-

10, lines 16-1, NW Natural/300, Chittum/page 22, lines 12-13,  Chittum/page 27, line 1. 
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made it clear that using the methods vetted in UM 2030 is not enough to justify 1 

prudence. 2 

Q. What did the Commission say about the UM 2030 model? 3 

A. Order No. 20-403 stated the methodology was generally reasonable, with 4 

conditions: 5 

Staff concludes that the proposed methodology, referred to as 6 
Revised Appendix H, is generally reasonable and fit for use in 7 
evaluating the cost-effectiveness of RNG resources, in or outside 8 
of the IRP process. This conclusion is subject to both continuing 9 
review of input accuracy, and further evaluation in the next IRP 10 
after the Company has procured actual resources.30 11 

And further: 12 

Staff expects that in future filings, Staff will take every opportunity 13 
to review model inputs and calculations for accuracy and 14 
reasonableness.31 15 

And: 16 

Staff notes the use of the methodology in this way should not be 17 
confused with project pre-approval or affect assumptions of 18 
project prudency.32 19 

Given the analysis provided by the Company, it is not clear that the 20 

model inputs are accurate, nor is it clear that the risk modeling is reasonable. 21 

Staff raised such concerns in earlier testimony in this docket, as well as NW 22 

Natural’s latest IRP, Docket No. LC 79. Further, the Company cannot abrogate 23 

 

30 See Order No. 20-403 Appendix A, page 2. 
31 See Order No. 20-403 Appendix A, page 6. 
32 See Order No. 20-403 Appendix A, page 8. 
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Q. Does Staff believe the Dakota City Project is prudent? 1 

A. No, and not without protections for ratepayers. Under the Company’s proposal, 2 

NW Natural has no incentive to work to ensure that all parties involved in this 3 

venture are focused on maximizing project performance. That is, shifting 4 

production risk to captive ratepayers eliminates the related cost-recovery risk 5 

facing NW Natural. Prudence requires looking at what the Company knew or 6 

should have known at the time the decision was made. Given NW Natural’s 7 

challenges characterizing the production of the facility and the decision to not 8 

procure the RTCs from the affiliate as an offtake agreement, Staff remains 9 

concerned about the prudence of the investment decision.  10 

Q. If the Commission finds the Company’s investment in the Dakota City 11 

Project is prudent, are there options to protect ratepayers from risks 12 

not fully analyzed by the Company? 13 

A. Yes, the Commission could establish a cost cap, or set a cap beyond which the 14 

Company and customers share the burden in event of major 15 

underperformance. In the event of a prudence decision, Staff recommends that 16 

a “soft” cap be established at $12.00/RTC. In the event that RTC production 17 

drops such that customers are paying more than $12.00/RTC the Company will 18 

be responsible for 50 percent of the excess costs.  19 

Q. What does Staff believe that this cap is an appropriate protection for 20 

customers? 21 

A. This figure is in line with the price the Company has included for RTCs to 22 

include in it’s Smart Energy Program. The cap is also set [BEGIN 23 





Docket No: UG 462 Staff/200 
 Drennan/23 

UG 462 

A. Staff does not believe that it is necessary to provide the Company incentives 1 

beyond the ability to use an AAC and to ratebase an affiliate’s investment. The 2 

proposed structure allows the Company to earn a rate of return on non-utility 3 

costs using a single-issue mechanism with annual adjustments to expectations. 4 

If the Commission were to establish symmetrical cost sharing, the threshold 5 

should incentivize performance that exceeds expectations when the Company 6 

decided to acquire Dakota City. Otherwise, symmetrical sharing is likely to 7 

penalize customers more than reward great performance.  8 

Q. With this alternative, in the event of a prudence finding, is Staff 9 

proposing to implement a sharing mechanism that reflects flat RTC 10 

costs? 11 

A. No. Staff believes that project performance at $12.00/RTC or better should be 12 

achievable in every year of the project given performance to date. However, 13 

Staff understands that the cost structure and revenue stream of the project will 14 

not remain constant every year. Given factors such as depreciation and 15 

performance ramp up, the $/RTC may be higher than the average in early 16 

years and lower than average in out years. As such, Staff proposes to index 17 

the cap to the projected $/RTC cost approved at the conclusion of UG 462. To 18 

calculate the annual cap the percentage difference between each year’s 19 

expected revenue requirement in $/RTC terms and the projects average $/RTC 20 

would be calculated and then multiplied by the cap Staff is proposing. For 21 

instance, if the first year’s $/RTC is twice the average, then the sharing 22 

mechanism would utilize a cap of $24.00, or twice the average amounts 23 
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proposed by Staff. In this way, the average remains the same, but the actual 1 

cost sharing reflects the expected project performance.  2 

Q. Would the cap be re-calculated every year as the project expectations 3 

change over time? 4 

A. No. In the event the Commission makes a finding of prudence, it is Staff’s goal 5 

to ensure that ratepayers and the Company are equitably sharing the risks 6 

associated with investing in ownership of an RNG project based on 7 

contemporaneous information and expectations.  8 

Q. Would this approach require any additional direction from the 9 

Commission? 10 

A. Yes. Because the cap would rely on the Company’s forecasted $/RTC forecast, 11 

the Commission should direct the Company to provide an updated estimate of 12 

the projects cost structure which incorporates the most recent cost and 13 

production data available to date as part of a compliance filing. This would 14 

allow Staff and stakeholders to vet the forecast prior to rate implementation of 15 

rate recovery and the sharing mechanism. 16 

Q. Are there other things that can be done to lessen the risk of the project 17 

to ratepayers? 18 

A. Yes. One option is to deny the use of an AAC for the recovery of this 19 

project, which the Commission noted in Docket No. UG 435, Order No. 22-20 

388, is entirely at its discretion for projects other than Lexington.38 Another 21 

 

38 See for instance, Order 22-388 at 81, “Although A WEC's argument does not persuade us to 
change our approach to cost recovery for the Lexington project under SB 98, it does give us 
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option is to impose conditions on the affiliate structure that protect 1 

customers. 2 

 

pause about prospectively and unconditionally adopting an AAC for future RNG projects.” And 
“We are concerned about the potential incentive created by the availability of an AAC to skew 
the company's analysis of costs and risks of alternative CPP compliance measures towards 
RNG projects.” 



Docket No: UG 462 Staff/200 
 Drennan/26 

UG 462 

ISSUE 4. ITCS 1 

Q. Does Staff agree with the Company’s approach to ITC normalization? 2 

A. AWEC raised the issue of ITCs and normalization, wanting to ensure 3 

ratepayers received the full benefits of the Company’s approach. In reviewing 4 

the Company’s reply testimony, NW Natural/400 Bourdo-Walker, Staff had no 5 

concerns with the approach to normalization as discussed there. 6 

Q. Are there other ITC issues with which Staff has concerns? 7 

A. In testimony, AWEC recommends the “Dakota Project transaction be 8 

structured to provide ratepayers with 100% of the ITCs generated from the 9 

Dakota Project without being subject to the 1971 normalization 10 

requirements.”39 NW Natural has stated: “NW Natural RNG Holding Company 11 

also contributes all the capital for the project.”40  NW Natural, and by extension, 12 

ratepayers, provided the capital for the project.41 As such the benefits from the 13 

ITC should also accrue to ratepayers.  14 

Q. Does the Company believe the ITC benefits should accrue 15 

exclusively to ratepayers? 16 

A. No. The Company states “When the Dakota City project was entered into, the 17 

ITC credit for biogas property was not yet law and was not part of the original 18 

decision.”42  Unfortunately, the Company believes the production forecast used 19 

in the original decision should be updated, increasing costs to ratepayers, but 20 

 

39 AWEC/100 Mullins/9 lines 19-21.  
40 See NW Natural/100 Chittum/Page 33 lines 17-18. 
41 See NW Natural/100 Chittum/Page 37 line 14. 
42 See NW Natural/400 Bourdo-Walker/Page 14 
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ISSUE 5. RATE SPREAD 1 

Q. Do you agree with AWEC’s position on cost recovery set by customer 2 

class usage? 3 

A. Staff believes the appropriate method for cost allocation is on a per-unit 4 

basis. AWEC suggests changes in usage by rate class should be used to 5 

allocate costs. Its rationale is that some rate classes are lowering emission 6 

rates faster than other rate classes.  7 

Staff believes such an approach is a substantial change from current 8 

method and could have ramifications in other areas. Any changes here 9 

should be examined for unintended impacts.  10 

Further, the requirement for emissions reductions impacts all 11 

customers, and the required reductions are not rate-schedule based in the 12 

CPP, particularly when this project was not invested in as part of a clear 13 

CPP strategy. It is unfair to implement a CPP specific rate design for a 14 

project that has not been evaluated on a least cost/least risk basis for CPP 15 

compliance. As such, these costs should be allocated across all customers 16 

on a per-therm basis. This is administratively straightforward, and forces 17 

users of natural gas to pay the same amount for greening the supply. 18 

There will be winners and losers under AWEC’s proposal. For instance, 19 

Schedule 2 customers made up roughly 35 percent of natural gas usage in 20 

2022, but under the AWEC proposal they would be responsible for almost 21 

44 percent of the RNG costs. Meanwhile, Schedule 32 and Special Contracts, 22 

responsible for 40 percent and six percent of usage respectively, would only be 23 
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charged for 34 and three percent of RNG costs respectively. See the full 1 

comparison in Table 4: Rate Spread Comparison.  2 

Table 4: Rate Spread Comparison 3 

 Actual 2022 Use Share of use (2022) AWEC Allocation 

Schedule 2 424,855,615 35.1% 43.5% 

Schedule 3 195,083,784 16.1% 19.9% 

Schedule 27 871,410 0.1% 0.0% 

Schedule 31 26,534,453 2.2% 0.0% 

Schedule 32 487,971,830 40.4% 34.0% 

Special Contracts 73,625,884 6.1% 2.7% 

Total 1,208,942,976 100% 100% 

 
Q. Are there other fairness issues at play with a proposal to base costs on 4 

specific rate classes? 5 

A. Yes. Staff has identified at least three fairness concerns with AWEC’s 6 

proposal. 7 

First, there’s the potential for intra-class members that are free-riders, 8 

i.e. someone who receives a benefit without cost. That is, individual 9 

customers within Schedules 27,31, and 32 could be increasing use of 10 

natural gas as compared to the base year, but under the AWEC proposal 11 

their cost responsibility would be lower than that of customers under 12 

Schedules 2 and 3 who have decreased their usage. Fairness here would 13 

require benchmarking individual customers to ensure the proper signals are 14 

sent to conserve usage. A flat cents-per-therm approach would send an 15 

appropriate price signal to all customers.  16 

Second, there are inherent differences between customer classes and 17 

their ability to lower their usage. AWEC’s proposal does not take this into 18 
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consideration. In order to account for this, additional strategies to mitigate 1 

against a customer’s inability to alter its demand would need to be 2 

addressed before implementing compliance cost allocations on a class 3 

specific basis.  4 

Lastly, this proposal would dramatically alter the recovery allocation for 5 

a single project without consideration of the way that system costs have 6 

shifted. If the Commission believes that AWEC’s proposal has merits, Staff 7 

recommends implementation of this approach in a general rate case, so that 8 

all costs of service can be examined in a fair and equitable manner while 9 

accounting for Staff’s previous two concerns.  10 
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ISSUE 6. AFFILIATE INTEREST PROTECTIONS 1 

Q. Are there consumer protection safeguards Staff would like to see? 2 

A. Yes. In the event the Commission finds the project prudent, Staff supports 3 

imposing customer protections that closely mirror those imposed on the 4 

Lexington project, as included in UI 451, including addressing the following:  5 

1. A Cost Cap on the amount the Company can recover from ratepayers, 6 

which Staff discusses above. 7 

2. Environmental Risks including contamination of the site:  8 

a. NW Natural to issue reports of environmental liability or cleanup 9 

obligation by Dakota City Renewable Energy LLC in excess of 10 

$100,000 to be reported to the Commission within ten days of the 11 

time it is aware of such an issue. 12 

b. NW Natural to set and maintain safety standards and policies at the 13 

Dakota City Renewable Energy, LLC substantially comparable to or 14 

better than NW Natural’s current standards and policies. 15 

c. NW Natural to provide Staff with a summary of the in-force liability 16 

insurance coverage(s) for each of NW Natural, NW Natural RNG 17 

Holding Company, LLC, and Dakota City Renewable Energy, LLC. 18 

d. NW Natural to observe and respect corporate formalities between 19 

NW Natural RNG Holding Company, LLC and Dakota City 20 

Renewable Energy, LLC. These include but are not limited to  21 

prohibiting commingling of assets, maintaining separate books and 22 

records, and maintaining sufficient capitalization.  23 
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3. Other Risks 1 

a. NW Natural to report to the Commission, any event that materially 2 

impacts the operations and cost structure of the project within 3 

10 days of becoming aware of such an event. 4 

b. All costs attributable to Dakota City Renewable Energy, LLC will be 5 

auditable by Staff and the origin of such costs among the companies 6 

must be demonstrable, so as to be specifically identified, tracked for 7 

the Commission. 8 

c. NW Natural to account for personnel time for the Dakota City 9 

Renewable Energy, LLC project following the same policies and 10 

practices of NW Natural’s accounting for capital projects. 11 

d. For the continuing purpose of determining whether NW Natural may 12 

recover any costs associated with Dakota City Renewable Energy, 13 

LLC, NW Natural must demonstrate that it, NW Natural RNG Holding 14 

Company, LLC, and Dakota City Renewable Energy, LLC acted 15 

prudently in the construction and management of the Dakota City 16 

biogas facility, including NW Natural’s oversight of entities involved in 17 

the construction and management of the Project. NW Natural will 18 

keep documentation sufficient to demonstrate its prudent 19 

management, and will have the burden of proof to demonstrate that 20 

the project was prudently constructed and managed. 21 

4. Regulatory Controls  22 

a. NW Natural will ensure Dakota City Renewable Energy, LLC will not, 23 
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without the approval of the Commission: 1 

i. Make loans or transfer funds (a) to another member or the 2 

manager, or (b) other than dividends and payments pursuant 3 

to the operating agreement or project contracts; 4 

ii. Assume any obligation or liability as guarantor, endorser, 5 

surety, or otherwise (a) for another member or the manager, or 6 

(b) other than a reasonable obligation or liability pursuant to 7 

project contracts; 8 

iii. Transfer any of its project assets or property (a) to another 9 

member or the manager, or (b) other than (1) sales of products 10 

generated by the project or (2) assets or property that is worn 11 

out, obsolete, no longer necessary or useful for the operation 12 

of the project, or in the reasonable judgment of NW Natural 13 

should be disposed of or replaced; 14 

iv. Pledge or seek to pledge project assets or securities backing 15 

for any hedging, indebtedness, or securities (a) to another 16 

member or the manager, or (b) other than as reasonably 17 

undertaken pursuant to project contracts; 18 

v. Enter into cross-default provisions with NW Natural or its 19 

subsidiaries (other than NW Natural RNG Holding Company, 20 

LLC); and  21 

vi. Participate in a money pool (unless with NW Natural or its 22 

subsidiaries).  23 
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b. NW Natural will report to the Commission, within 10 days of the time it 1 

becomes aware of such an issue, any debt obligation or liability as 2 

guarantor, endorser, surety, or otherwise undertaken by BioCross 3 

LLC related to the project. 4 

c. Headquarters for Northwest Natural RNG Holding Company, LLC will 5 

remain in the state of Oregon.  6 

d. The venue for all disputes related to the endeavors of NW Natural 7 

RNG Holding Company, LLC will be Oregon for Dakota City 8 

Renewable Energy, LLC, NW Natural RNG Holding Company, LLC 9 

will, as reasonably practicable, cause venue for all dispute provisions 10 

set forth in project contracts to be Oregon. Where the existing 11 

operating agreement requires settlement by arbitration, NW Natural 12 

will provide parties access to all submissions and the final order in the 13 

arbitration, subject in all respects to confidentiality or similar rules that 14 

are not reasonably within the control of NW Natural.  15 

5. Access to information 16 

a. NW Natural will have the ability to access all records and information 17 

related to the construction and operation of the Dakota City biogas 18 

facility in the possession of NW Natural RNG Holding Company, LLC 19 

and Dakota City Renewable Energy, LLC and respond to 20 

Commission request at any time for such records and information. In 21 

response to a discovery request that is made in accordance with 22 

Commission rules, NW Natural will provide the parties with 23 
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information to the regulatory review of the project. Upon request from 1 

parties during a regulatory review, NW Natural will also undertake 2 

reasonable efforts to obtain relevant information related to the 3 

construction and operation of the Dakota City biogas facility that is in 4 

the possession of entities that are not affiliated with NW Natural. 5 

NW Natural shall ensure that Dakota City Renewable Energy, LLC is 6 

subject to the same information sharing as NW Natural, including but 7 

not limited to access to books and records and meeting minutes.  8 

b. NW Natural will make NWN Natural RNG Holding Company, LLC 9 

managing board members available to appear before the 10 

Commission. 11 

6. Tax Condition 12 

a. If partnership allocations of income tax losses from Dakota City 13 

Renewable Energy, LLC to NW Natural RNG Holding Company, LLC 14 

are limited/reduced on an annual basis compared to traditional utility 15 

ownership, NW Natural will notify interested parties in the annual 16 

affiliated interest report in Docket No. RG 8 and present a plan to 17 

address the matter. In future ratemaking proceedings parties will be 18 

free to propose adjustments holding ratepayers harmless as if the 19 

assets were under traditional utility ownership. 20 

Q. Is Staff proposing to add similar requirements at this point? 21 

A. Yes, in the event the Commission finds the project is prudent.  22 
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ISSUE 7. INTERACTION OF SB 98 AND CPP 1 

Q. In their testimony, CUB raised the issue of the interplay between SB 98 2 

and CPP. Does Staff believe this is the appropriate venue for such a 3 

discussion? 4 

A. CUB requested: 5 

The Commission to make a legal determination regarding the 6 

interplay between the CPP and SB 98, and rule that NW Natural 7 

should only be permitted to pursue SB 98’s voluntary standards 8 

to the extent that they fit within a least cost, least risk compliance 9 

plan to comply with the CPP. 10 

Staff believes this issue may be addressed in the Commission's 11 

forthcoming order in NW Natural’s IRP, LC 79. In principle, least cost/least risk 12 

planning is generally the preferred approach. There may be reasons to pursue 13 

resources that do not fit into that paradigm, for instance, reliance on the market 14 

for reliability might show up as a least cost approach, however it may be too 15 

risky. In principle, CUB’s position seems reasonable, although there may be 16 

need for more discussion in other forums. 17 

Q. Does Staff have any ideas about improvements that the Company can 18 

make to demonstrate it has identified least cost, least risk RNG 19 

projects? 20 

A. Yes. Staff does not recommend that the Commission adopt specific modeling 21 

requirements for the future but has identified a range of improvements the 22 

Company can make to its risk modeling practices. Unlike the highly sensitive 23 
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nature of the variable related to the facility shutting down, as discussed in 1 

Staff’s initial testimony, the Company’s model is highly insensitive to changes 2 

in production risk. Conversely, as discussed above the Company’s model is 3 

highly insensitive to changes in production volume risk.  4 

Given that, Staff’s concerns with the Company’s modeling approach have 5 

increased. It is not clear at all that this approach to resource selection is 6 

appropriate. To be clear, Staff is not against risk modeling, but believes the 7 

Company’s approach for Dakota City is inappropriate and should not be relied 8 

upon for future resource selections. 9 

Q. Does this conclude your testimony? 10 

A. Yes. 11 
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Rates & Regulatory Affairs 

UG 462 
Renewable Gas Adjustment Mechanism - Dakota City 

Data Request Response 

 
 

Request No.: UG 462 OPUC DR 41 

Please provide the Company's responses to the Informational Requests issued in 
OPUC Docket ADV 1502, Advice No. 23-04. 

Response:  

Please refer to UG 462 OPUC DR 41 Attachments 1, 5 and 6 and Confidential UG 462 
OPUC DR 41 Attachments 2-4. 

 

 

 

 

 

 

 

 

 

 

   



 

 
Rates & Regulatory Affairs 

ADV 1502 
Schedule 400- Smart Energy Program  

Renewable Natural Gas Option Advice No. 23-04 
Data Request Response 

 
 

Request No.: ADV 1502 CUB DR 1 

According to NWN’s filing, (NW Natural OPUC Advice No. 23-04 May 10, 2023; Page 2) 
the current offering uses carbon offsets as mitigation resources and the new offering will 
use a mix of RNG and carbon offsets, with a target of 4% renewable natural gas (RNG). 
 
On the NWN website, NWN states that Smart Energy projects include projects like 
biodigesters on family-owned dairy farms that capture methane from cow manure, 
keeping this potent greenhouse gas from entering the atmosphere and harnessing it as 
a renewable energy source. 
 
a. Can NWN provide a narrative that explains the distinction between offsets and RNG 
and how they would be used in the Smart Energy program? 
 
b. How many projects have NWN funded which use biodigestors to capture cow 
manure? How much renewable methane (RNG) was produced? What happened to the 
renewable thermal certificates associated with these projects? 

Response:  

The current Smart Energy website reflects the current Smart Energy program that uses 
offsets as a mitigation resource and has not been updated to reflect the current 
proposal to use renewable natural gas as well as offsets as mitigation resources. 

a. A carbon credit is created when one metric ton of a greenhouse gas (GHG) is 
avoided, reduced, or removed. Carbon credits are also known as carbon offsets or 
verified emissions reductions (VERs) and are expressed in carbon dioxide equivalent 
units. 

Standards organizations like Climate Action Reserve, Verra and American Carbon 
Registry, establish science-based standards for quantifying and verifying GHG 
emissions reduction projects, overseeing independent third-party verification bodies, 
issuing carbon credits generated from such projects and tracking the credits over time 
on a transparent, publicly accessible system. These standards ensure the 
environmental integrity of carbon offsets. 

   



ADV 1502 CUB DR 1 
NWN Response   

Page 2 of 2 
The carbon offsets used by the Smart Energy program are the environmental attributes 
associated with the biogas produced, and destroyed, from anaerobic digesters at dairy 
farms; this biogas was used for electricity generation and did not generate renewable 
thermal credits (RTCs). 

In the proposed change to the Smart Energy program, RNG is biogas that is upgraded 
to meet natural gas pipeline quality standards such that it may blend with, or substitute 
for, geologic natural gas.  Renewable thermal certificates (RTCs) are a unique 
representation of the environmental attributes associated with the production, transport, 
and use of one dekatherm of renewable natural gas. 

Currently the Smart Energy program procures offsets to mitigate the gas usage of 
Smart Energy participants.  For an average residential customer participating in Smart 
Energy using 630 therms annually, the Smart Energy program would procure 3.34 
metric tons of carbon offsets.  Under the Company’s proposal, the Smart Energy 
program would procure 3.21 metric tons of carbon offsets and 2.52 dekatherms of RNG, 
or 2.52 RTCs for an average residential customer participant. 

b. Smart Energy has purchased carbon offsets from eleven projects using anaerobic 
digesters on dairy farms to capture methane that would have otherwise been released 
into the atmosphere. As mentioned above, these projects then utilized the recovered 
methane for electricity generation; no Renewable Thermal Certificates were generated. 

The first carbon offsets from a dairy project were 2009 vintage and the most recent 
2021 vintage.  Over the life of the program 548,400 metric tons have been retired from 
dairy projects. Initially dairy projects generated electricity from the captured biomethane 
and distributed on the grid. 

 



 

 
Rates & Regulatory Affairs 

ADV 1502 Schedule 400 Smart Energy Program  
Renewable Natural Gas Option Advice No. 23-04 

Data Request Response 

Request No.: ADV 1502 CUB DR 2 

CUB's understanding of voluntary clean energy programs is that the renewable 
certificates belong to the customer, not the utility.  In its filing NWN says that "NW 
Natural will also ensure that RNG purchases for the Smart Energy program have the 
necessary documentation to comply with state reporting and CPP requirements." 
Will NWN be using RNG from Smart Energy voluntary customers to comply with the 
Climate Protection Program? 
If so, will the customer who purchases the RNG get credit for it? For example could that 
customer get a credit to offset some of their share of the system compliance costs? 
Please explain how NWN plans to track and allocate the compliance benefits 
associated with the voluntary RNG purchases made by customers. 

Response:  

It is important to note that in understanding voluntary clean energy programs that 
participant attribution and renewable certificate attribution/ownership is defined specific 
to each voluntary clean energy program. The regulatory context in which a program is 
offered also has bearing on program design.  

In Oregon the carbon regulation structure under which NW Natural’s customer 
deliveries are covered, the Climate Protection Program (CPP), is unique. The utility is 
the point of regulation for carbon emissions associated with all customer energy 
delivery. The compliance responsibility for all customers, including participants in the 
voluntary program, rests with the utility. Ownership is not relevant to molecules 
contributing to compliance.  

NW Natural will purchase, track and allocate RNG purchases within the voluntary 
program using a Smart Energy program dedicated M-Rets registry account on behalf of 
participating customers. This is consistent with the legacy Smart Energy program, in 
which offsets are retired on behalf of customers. Compliance with the CPP will involve a 
portfolio of decarbonizing measures and instruments. Customers who participate in the 
program will not receive a direct one for one compliance discount for the portion of 
renewable natural gas included in the voluntary product. All customers will benefit from 
the additional RNG purchases that will mitigate a portion of carbon emission reductions.   
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NWN Response   

Page 2 of 2 
Commonly accepted GHG Accounting standards1 support NWN’s view that the 
voluntary program is additional to the carbon cap under the Climate Protection Program 
(CPP). Customers who use the voluntary program to reduce their onsite (Scope 1) 
emissions do not preclude NWN from utilizing the same environmental attributes to 
reduce emissions resulting from the use of its product (Scope 3). 
 
Science Based Targets initiative (SBTi) clearly explains that the same emission 
reductions will necessarily be claimed by scope 1 and scope 3 emitters for the same 
reduction activity, i.e. NWN and customers are expected to make overlapping claims 
Scope 1 and Scope 3 emitters necessarily report on the same carbon emissions 
according to existing GHG Protocol (GHGP) guidance. 

Carbon accounting best practices verify that carbon emissions reduction associated 
with the same environmental attribute can be used to address emissions from different 
entities as long as the scopes are distinct. The voluntary program would effectively 
address our customers’ Scope 1 emissions and be part of NWN’s strategy to address 
Scope 3 emissions. This approach has recently been supported by CPUC in its 2020 
ruling on SoCal Gas’s green tariff.2  

 

 

 

 

 
1 https://sciencebasedtargets.org/resources/files/SBT Value Chain Report-1.pdf, 
https://ghgprotocol.org/guidance-0 
 
2 
https://www.socalgas.com/sites/default/files/Joint%20Motion%20for%20Approval%20of%20Settlement%
20-%204-13-20%20Final.pdf.  Note that in California certain large customers are the point of regulation 
for the cap-and-trade program.  In such a circumstance, double counting concerns can arise (i.e., it is 
necessary to establish whether the utility or the customer can claim the RNG for compliance with 
California’s cap-and-trade program).  The cited order addresses this concern in Attachment A, page 3.   
This double counting issue does not exist in Oregon, however, because the utility is the point of regulation 
under the CPP.  
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ADV 1502 
Schedule 400- Smart Energy Program  

Renewable Natural Gas Option Advice No. 23-04 
Data Request Response 

 
 

Request No.: ADV 1502 CUB DR 3 

NWN's Smart Energy FAQ (https://www.nwnatural.com/about-us/smart-energy-
program/smart-energy-faqs) says 30% of the funds collected go toward administration 
and education.  With this new filing will NWN continue to dedicate 30% to administration 
and education?  What constitutes education costs? 

Response:  

No.  The proposed cost per therm reflects a decrease for Marketing and Administration 
(M&A).  The percentages will change to about 22% for M&A, and 78% for the purchase 
of carbon offsets and renewable thermal certificates. This is the first time the program 
has changed the price per therm or amount allocated to M&A since the program began 
in September 2007.  

Education within Smart Energy program includes content that communicates 
information to customers regarding the environmental impacts of their energy use and 
how they can be addressed through efficiency, conservation, and carbon offsets.  The 
information may include a mechanism to enroll in Smart Energy, e.g., bill insert.  The 
program tagline “Use Less. Offset the Rest.” conveys the priority of reducing natural gas 
use as a first step in addressing environmental impacts of energy use. 
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ADV 1502 
Schedule 400 Smart Energy Program 

Renewable Natural Gas Option Advice No. 23-04 
 

Data Request Response 
 

 

Request No.: ADV 1502 CUB DR 4 

What was the proceeding or venue where the PUC approved 30% of the funds being 
used for administration and education?  

Response:  
 
The design of the Smart Energy program, including the current volumetric price of 
$0.10486 per therm, was approved by the Commission in NW Natural’s tariff Advice No. 
07-4, which can be found at this link State of Oregon: Public Utility Commission of 
Oregon. 
 
The volumetric price included the cost of offsets and ongoing program costs at a ratio of 
70%-30%, as shown below, which is a portion of Table 2 that was included in NW 
Natural’s Advice No. 07-4 filing in Exhibit NWN/103 at page Miller/12.  (Total ongoing 
program costs of $1,333,213 divided by total costs of $4,405,596 = 30%).  The 
volumetric price of the Smart Energy product has not changed since the program was 
first approved.  
 

 
 
NW Natural notes that shortly after Smart Energy was launched, the Company 
voluntarily agreed to have the program fall under the oversight and review of the 
Portfolio Options Committee (POC).  NW Natural participated and supported the POC 
from 2008 until POC meetings were paused starting in 2020.  Through participation in 
the POC, the Smart Energy program’s revenue and costs were periodically reviewed by 
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NWN Response   

Page 2 of 2 
the POC.  The Company notes that the POC never raised any issues with the Smart 
Energy program’s M&A costs. 
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ADV 1502 
Schedule 400 Smart Energy Program 

Renewable Natural Gas Option Advice No. 23-04 

      
Data Request Response 

 
 

Request No.: ADV 1502 CUB DR 5 

How is this 30% allocated between the following: 
 
            a. Administration 
            b. marketing of the program/providing opportunities for customers to enroll 
            c. general education about RNG, natural gas and carbon emissions 
            d. other (please explain what is listed as other) 

Response:  

Our Smart Energy reporting reflects direction from the OPUC Portfolio Options 
Committee (POC).  Marketing includes program marketing and providing enrollment 
opportunities, which also included general information about how the program worked to 
mitigate the impacts of natural gas use.  Previous information did not include a separate 
breakout for general education because the program was focused on offsets and not on 
RNG.   Generally speaking, the Company allocates the 30% based upon the annual 
needs of administration and the annual cost of marketing.  Please see the response to 
ADV 1502 CUB DR 6a for the breakout of administration and marketing costs. 
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Rates & Regulatory Affairs 

ADV 1502 
Schedule 400- Smart Energy Program 

Renewable Natural Gas Option Advice No. 23-04 

 
Data Request Response 

 
 

Request No.: ADV 1502 CUB DR 6 

For the most recent three years where data is available please provide: 
            a. a list of expenditures for the 30% that goes towards administration and 
education 
            b. copies of all educational and marketing material produced with these funds.  

Response:  

a. The table below provides the expenditures for the most recent three years, as 
reported in the Smart Energy annual reports filed in docket RG-2.  Please see 
Confidential Attachment 5 for a breakdown of the Marketing & Administration 
costs.  Note that the Supply costs listed, which were paid from the 30% 
administration and marketing costs, are in addition to the 70% of participant 
contributions that was transferred to The Climate Trust for the purchase of 
carbon offsets. 

 
2020 2021 2022 

Marketing & Administration $1,109376.47 $1,364,900.00 $1,487,148.03 
Supply $22,920.00 $1,150.00 $152,153.52  

$1,132,296.47 $1,366,050.00 $1,639,301.55 

 

b. Please see ADV 1502 CUB DR 6 Attachments 1-4.  Educational and marketing 
material is also available on the Smart Energy website at 
https://www.nwnatural.com/about-us/carbon-offset-program/about-smart-energy.   

 

   



 

 
Rates & Regulatory Affairs 

ADV 1502 
Schedule 400-Smart Energy Program Renewable Natural Gas Option Advice No. 23-04 

Data Request Response 
 

 

Request No.: ADV 1502 OPUC IR 1 

 
01.Please explain how the Company identified the Wasatch Resource Recovery Project 
as the appropriate project for a voluntary project and other projects as appropriate for 
serving all customers with RNG (for example the Lexington Project and Dakota City 
Projects). a. Please explain how the Company determined that this project should be 
used for a voluntary program as opposed to SB 98 or CPP purposes? 
b. Please explain how the costs and risks of this project differ from the RNG projects 
procured to serve all customers in Oregon, such as the Lexington and Dakota RNG 
Projects and provide any workpapers supporting this explanation in an excel format. 
 

Response:  

1.a. The Wasatch1 project is being used for SB 98 and CPP purposes, as well as an 
additional volume for Smart Energy. We expect the RTCs delivered within the Smart 
Energy Program will be used for compliance under the CPP.  

NW Natural was negotiating with BP to purchase RTCs from the Wasatch project for 
delivery to Oregon customers under SB 98 leading up to the filing of the 2021 – 2022 
PGA. In April 2021, the Company determined that Wasatch was the least cost RNG 
resource available for immediate delivery to customers, and later signed an agreement 
to purchase the RTCs from Wasatch in Dec. 2021 after some administrative delay by 
BP.  

Throughout 2021 our discussions with BP were to purchase 200 RTCs/day from the 
project, and thus assumed 200 RTCs/day in our 2021 – 2022 PGA. After the PGA was 
filed, but before we signed the definitive agreement, BP offered us an additional one-
time purchase of 30,000 RTCs from the project. We knew the Smart Energy program 
was being updated for Washington, and would be updated for Oregon, and that the 
program was looking for low-cost RTCs to use as supply. We discussed this resource 
opportunity with the Smart Energy program, and they agreed that this looked like the 
least-cost RNG resource available for them to use in the Smart Energy program. The 
                                            
1 It may be helpful to know that this project was first called “SEV” in some earlier materials, reflecting the 
name of the broker we were working with, Sustainable Energy Ventures. It has been referred to more 
recently as both “Wasatch,” reflecting the location, and “BP,” reflecting our contractual counterparty.  

   



ADV 1502 OPUC IR 1 
NWN Response   

Page 2 of 2 
resource fit within the parameters of the voluntary program’s resource procurement 
policies. 

b. The decision to pursue the Lexington project for Oregon customers was made in 
November 2020, before the Wasatch project was considered, and the Dakota City 
project was not ready for decision in April 2021, when we made our decision to pursue 
Wasatch. So these projects were not compared with one another. Additionally, our 
evaluation methodology was evolving throughout this period, so we made comparative 
decisions across our current potential portfolios using different metrics for each of the 
projects.  

At decision-making, the projects looked like this: 

 Risk-
Adjusted 
Incremental 
Cost, Time 
of Decision 

Average 
RTC Cost, 
Time of 
Decision 

Dakota 
City 

$5.76/mmbtu  

Lexington  $9/RTC 

Wasatch $8.86/mmbtu $12/RTC 

 

Lexington and Dakota City were both development projects, so risks associated with 
capital costs and operating costs, for instance, would have been more substantial. The 
contract for Wasatch was a fixed-price contract, so there was no cost risk embedded in 
the contract. The Wasatch contract requires the project to deliver us all RNG produced, 
but there is no minimum contract amount. Our counterparty analysis found that the risk 
associated with BP was low.  



 

 
Rates & Regulatory Affairs 

ADV 1502 
Schedule 400-Smart Energy Program Renewable Natural Gas Option Advice No. 23-04 

Data Request Response 
 

 

Request No.: ADV 1502 OPUC IR 2 

 
02. Did the Company use their RNG workbook to evaluate the Wasatch Resource 
Recovery Project?  If yes, please provide the workbook.  If no, please explain why. 

Response:  

At the time of decision-making in April 2021 on Wasatch for delivery to customers under 
SB 98, the Company did use the RNG Workbook to evaluate the Wasatch Resource 
Recovery project, provided as Confidential ADV 1502 OPUC IR 2 Attachment 1. The 
counterparty later offered the additional 30,000 RTCs after the decision was made, 
which were then offered to Smart Energy. 

 

 

 

 

 

 

 

 

 

 

 

   



 

 
Rates & Regulatory Affairs 

ADV 1502 
Schedule 400-Smart Energy Program Renewable Natural Gas Option Advice No. 23-04 

Data Request Response 
 

 

Request No.: ADV 1502 OPUC IR 3 

03. How will the RNG used to serve Smart Energy customers impact the Company’s 
position with regard to: a. CPP compliance? 
b. SB 98 targets? 
 

Response:  

The renewable natural gas procured for Smart Energy customers participating in the 
new program would be complimentary to CPP compliance, but additional to SB98 
associated procurement. The utility is the point of regulation for all energy delivered to 
end use customers, including those voluntarily procuring RNG resources.  

   



 

 
Rates & Regulatory Affairs 

ADV 1502 
Schedule 400-Smart Energy Program Renewable Natural Gas Option Advice No. 23-04 

Data Request Response 
 

 

Request No.: ADV 1502 OPUC IR 4 

 
04. Is the Wasatch Resource Recovery Project included in the analysis or otherwise 
discussed in the Company’s IRP or IRP work papers under review in Docket No. LC 
79?  If yes, please explain where information of this is found in the IRP and work 
papers.  

Response:  

The Wasatch Resource Recovery Project is discussed in Chapter 6, Section 6.4.8 of the 
2022 IRP.  Details for this project are outlined under “offtake #1” in this section. Figure 
6.16: Current RNG Contracts, shows the expected volume from the project at the time 
of IRP modeling. Inputs for the PLEXOS model for this project can be found in the 
“Workpapers/ 2022 IRP PLEXOS Input Data Files.zip/Supply_Must Take Daily 
Supplies.csv” and are also summarized in the results file “Workpapers_2022 IRP 
Scenario Results.xlsx” on the “Fixed Contract tab”. The Wasatch Resource Recovery 
Project is referenced in LC 79 OPUC DR 16. 

   



 

 
Rates & Regulatory Affairs 

ADV 1502 
Schedule 400-Smart Energy Program Renewable Natural Gas Option Advice No. 23-04 

Data Request Response 
 

 

Request No.: ADV 1502 OPUC IR 5 

 
05.How will the Company allocate RTCs procured from the Wasatch Resource 
Recovery Project between participants in Oregon and Washington?  Please provide 
breakdown by customer classes. 

Response:  

Similar with the way the Smart Energy program handles offsets today, the program 
does not distinguish either the mitigation supply (i.e., carbon offsets or RTCs) or the 
demand (i.e., the therms of gas usage to be mitigated) by state or customer class, 
except for any bilateral commercial/industrial agreements.  Mitigation resources are 
obtained for the Smart Energy program as a whole and are retired for Smart Energy 
participants based on each participant’s funding.  Total Smart Energy program charges 
billed, less an allowance for uncollectibles, is converted to therms of demand, which is 
then converted into the needed volume of mitigation resource (offsets or RNG).  For 
example, a Smart Energy residential participant using 528 therms per year would fund 
the mitigation of 506.88 therms with carbon offsets (2.69 metric tons) and 21.12 therms 
with RNG.   

 

 

 

 

   





March 29, 2023 

VIA ELECTRONIC FILING 

Public Utility Commission of Oregon 
Attention: Filing Center  
201 High Street SE, Suite 100  
Post Office Box 1088  
Salem, Oregon 97308-1088  

Re: RG 2 - NW Natural’s 2022 Smart Energy™ Reconciliation Report 

Northwest Natural Gas Company, dba NW Natural (“NW Natural” or “Company”), files herewith its 
2022 Smart Energy™ Reconciliation Report for the program year January 1, 2022 through 
December 31, 2022.  The Reconciliation Report has been provided in response to a request from 
the Portfolio Options Committee, which oversaw and advised the Company’s offset program when it 
was active. The Company will continue to provide the Reconciliation Report in the interest of 
transparency and support of the Smart Energy™ program. 

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

eFiling   
Rates & Regulatory Affairs 
NW Natural  
250 SW Taylor Street  
Portland, Oregon 97204 
Telephone: (503) 610-7330 
eFiling@nwnatural.com  

Sincerely,  

NW Natural 

/s/ Rebecca Trujillo 

Rebecca Trujillo 
Regulatory Consultant 
(503) 610-7326

Enclosure 
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Rates & Regulatory Affairs 

ADV 1502 
Schedule 400-Smart Energy Program Renewable Natural Gas Option Advice No. 23-04 

Data Request Response 
 

 

Request No.: ADV 1502 OPUC IR 6 
 
06.  When will the Company retire RTCs on behalf of participating customers and does 
the Company plan to provide documentation to the Oregon Public Utility Commission or 
other regulatory body?  

Response:  

RTCs will be retired annually for the previous calendar year.  RTCs for calendar year 
2022 demand were retired in January 2023 from inventory procured in 2022.  The timing 
of retirement may occur throughout the year and will depend on total volume of 
demand, existing inventory and time needed to procure additional RTCs if inventory is 
insufficient.  The Company plans to provide documentation to the Commission in its 
annual report filed in docket RG 2, most recently filed on March 29, 2023 (see ADV 
1502 OPUC IR 6 Attachment 1). 

   



 

 
Rates & Regulatory Affairs 

ADV 1502 
Schedule 400-Smart Energy Program Renewable Natural Gas Option Advice No. 23-04 

Data Request Response 
 

 

Request No.: ADV 1502 OPUC IR 7 

 
07. Did the Company perform customer surveys or other market research to understand 
customer demand for a voluntary product that provides RNG?  If yes, please provide 
any reports on the results of that research.  
 

Response:  

Please see Confidential ADV 1502 OPUC IR 7 Attachment 1. 

   



 

 
Rates & Regulatory Affairs 

ADV 1502 
Schedule 400-Smart Energy Program Renewable Natural Gas Option Advice No. 23-04 

Data Request Response 
 

 

Request No.: ADV 1502 OPUC IR 8 

 
08. Please explain why the percentage of renewable natural gas will vary depending on 
market conditions. 

Response:  

To provide price certainty for customers the percentage will be adjusted down or up if 
the cost of RNG increases or decreases, respectively, to avoid annual price changes to 
the program cost. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

   



 

 
Rates & Regulatory Affairs 

ADV 1502 
Schedule 400-Smart Energy Program Renewable Natural Gas Option Advice No. 23-04 

Data Request Response 

 
 

Request No.: ADV 1502 OPUC IR 9 

Will the RNG be purchased at a fixed price from Wasatch Resource Recovery?  
a. Please explain how the Company plans to ensure at least one percent renewable 
natural gas if the program change is approved.  
b. Please explain the increase in pricing when including RNG as a Smart Energy 
mitigation resource as compared to the Company only utilizing carbon offsets. 

Response:  

Yes.  In 2022, 20,000 RTCs were purchased at a fixed price and delivered to the Smart 
Energy M-RETS account.  In January 2023, 402 RTCs were retired for Washington 
customers enrolled in the Smart Energy Program with RNG. This demand was from 
Washington customers enrolled after June 30, 2022.   

a. As noted above, total Smart Energy program billings (less an allowance for 
uncollectibles) will be used to calculate total therms of demand to be mitigated. If RTC 
cost at four percent exceeds the demand funds for RNG the percentage will be 
decreased.  Internal controls will be implemented to ensure not less than one percent of 
RNG will be used to mitigate the therms of demand.  For each reporting year the actual 
percentage of RNG will be included in the Annual PUC Supply and Demand 
Reconciliation report filed each spring. 

b. Currently, the cost of RNG RTCs is higher than the cost of offsets.  In order to 
mitigate the usage of a Smart Energy participant by adding RNG, the price of the Smart 
Energy product needs to be increased. RNG is a nascent market with significant 
demand for limited inventory.  Markets like the Low Carbon Fuel Standard in California 
that transact at a higher price, compete for much of the same supply as Smart Energy.  
RNG is nearly 60% of the total resource mitigation cost for the proposed new Smart 
Energy blended product and 100% of the price increase.  

   



 

 
Rates & Regulatory Affairs 

ADV 1502 
Schedule 400-Smart Energy Program Renewable Natural Gas Option Advice No. 23-04 

Data Request Response 
 

 

Request No.: ADV 1502 OPUC IR 10 

 
10. Please elaborate on why the Company proposes to lower the threshold limit from 
100,000 to 50,000 therms for the Commercial Customer Class customers. 

Response:  

Commercial customers with aggregate therms equal to or greater than 50,000 are 
estimated to be less than three percent of total commercial accounts. Reducing the 
threshold allows a few more customers that have expressed interest in RNG and have 
specific requirements to address their objectives with a bilateral agreement. 
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11. Please explain how the Smart Energy Program offering renewable natural gas will 
be accounted for separately from the RNG that the Company acquires through the 
Purchase Gas Adjustment and Schedule 198. 

Response:  

As is the case today, all participant funding and costs of the Smart Energy program are 
recorded in a separate Smart Energy balancing account.  In addition, the Smart Energy 
program has its own account on M-RETS wherein Smart Energy program RTCs 
purchased are delivered and retired. For example, please refer to the annual Demand 
and Supply Reconciliation report filed for calendar year 2022 that included the 
retirement confirmation – that showed the account, serial numbers, and retirement 
reason details – on behalf of NW Natural Smart Energy customers.  This report is filed 
in docket RG 2 – found at this link: State of Oregon: Public Utility Commission of 
Oregon 
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Request No.: ADV 1502 OPUC IR 12 

 
12. Please explain the difference in emissions reduction or overall difference in 
environmental benefits between one to four percent RNG and the carbon offset that 
would have been purchased prior to the program change.  
 

Response:  

The emissions mitigated are the same because it is calculated from the therms of 
demand as described in the Company’s response to ADV 1502 OPUC IR 5. Both 
carbon offsets and RTCs are mitigation measures that displace or offset GHG. A carbon 
offset represents one metric ton of CO2e and there are 188.43 therms per metric ton.  
RTCs represent one dekatherm, or ten therms, of RNG. 
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Request No.: ADV 1502 OPUC IR 13 
 
Please provide all of the following: 

a. Number of Oregon and total customers enrolled in the Smart Energy Program 
by customer class including residential, commercial, and industrial as 
designated by the program, for the years 2018 through 2023. 

b. Penetration rate of Smart Energy Program per customer class (number of 
participants divided by number of retail customers), for the years 2018 
through 2023.  

c. Within each customer class, what percent of customers are enrolled in the 
Smart Energy program.  

d. Total volume of customer demand for Oregon customers enrolled in the 
Smart Energy program in therms annually. 

e. Total volume of Oregon customer retail sales in therms annually.  
f. Percentage of the Company’s total therms of Oregon retail sales offset by the 

volume of Oregon Smart Energy customer enrollment. 
g. Average therms per month of customer for each customer class enrolled in 

program.  
h. Average demand by customer class for customers enrolled in the program.  

Response:  

a. Number of Oregon and total customers enrolled in the Smart Energy Program by 
customer class including residential, commercial, and industrial as designated by 
the program, for the years 2018 through 2023. 

 Oregon Smart Energy total customers enrolled carbon offset only. 

  

 All Smart Energy customers enrolled carbon offset only. 
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 Smart Energy total customer enrolled in both carbon offset only and blend1. 

 

b. Penetration rate of Smart Energy Program per customer class (number of 
participants divided by number of retail customers), for the years 2018 through 
2023. 

 Oregon Smart Energy penetration rate for carbon offset only. 

 

 All Smart Energy penetration rate for carbon offset only. 

 

 All Smart Energy penetration rate for both carbon offset only and blend products. 

                                            
1 Blend is a combination of 4% RNG and 96% carbon offsets.  This option is currently only available to 
Washington premises. 
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c. Within each customer class, what percent of customers are enrolled in the Smart 
Energy program. 

See response to 13b. 

d. Total volume of customer demand for Oregon customers enrolled in the Smart 
Energy program in therms annually. 

 

e. Total volume of Oregon customer retail sales in therms annually. 

 

f. Percentage of the Company's total therms of Oregon retail sales offset by the 
volume of Oregon Smart Energy customer enrollment.  

 

g. Average therms per month of customer for each customer class enrolled in 
program. 

Values represent average therms per bill for each customer class. PROGRAM 
includes Oregon and Washington for the carbon offset only product. 
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h. Average demand by customer class for customers enrolled in the program.  

See response to 13g. 
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Please explain what accounting mechanisms or other policies or practices are in place 
to ensure that the purchasing LDC or another entity will not make a claim on the RTCs 
being retired on behalf of smart energy customer. 

Response:  

The RTCs procured for and retired on behalf of Smart Energy program participants are 
tracked in a separate M-RETS account than the RTCs and other renewable natural gas 
products purchased by NW Natural on behalf of all customers.   
 
In addition, as we provided in our response to ADV 1502 CUB DR 2:  
 
“Commonly accepted GHG Accounting standards1 support NWN’s view that the 
voluntary program is additional to the carbon cap under the Climate Protection Program 
(CPP). Customers who use the voluntary program to reduce their onsite (Scope 1) 
emissions do not preclude NWN from utilizing the same environmental attributes to 
reduce emissions resulting from the use of its product (Scope 3). 
 
Science Based Targets initiative (SBTi) clearly explains that the same emission 
reductions will necessarily be claimed by scope 1 and scope 3 emitters for the same 
reduction activity, i.e. NWN and customers are expected to make overlapping claims 
Scope 1 and Scope 3 emitters necessarily report on the same carbon emissions 
according to existing GHG Protocol (GHGP) guidance. 

Carbon accounting best practices verify that carbon emissions reduction associated 
with the same environmental attribute can be used to address emissions from different 
entities as long as the scopes are distinct. The voluntary program would effectively 
address our customers’ Scope 1 emissions and be part of NWN’s strategy to address 

                                            
1 https://sciencebasedtargets.org/resources/files/SBT Value Chain Report-1.pdf, 
https://ghgprotocol.org/guidance-0 
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Scope 3 emissions. This approach has recently been supported by CPUC in its 2020 
ruling on SoCal Gas’s green tariff.2”  

 

                                            
2 
https://www.socalgas.com/sites/default/files/Joint%20Motion%20for%20Approval%20of%20Settlement%
20-%204-13-20%20Final.pdf.  Note that in California certain large customers are the point of regulation 
for the cap-and-trade program.  In such a circumstance, double counting concerns can arise (i.e., it is 
necessary to establish whether the utility or the customer can claim the RNG for compliance with 
California’s cap-and-trade program).  The cited order addresses this concern in Attachment A, page 3.   
This double counting issue does not exist in Oregon, however, because the utility is the point of regulation 
under the CPP.  
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