EXHIBIT G
to

AFFIDAVIT OF WILLIAM R. EDMONDS _
IN SUPPORT OF MOTION FOR SUMMARY DETERMINATION



Citizens’ Utility Board of Oregon

610 SW Broadway, Suite 308
Portland, OR 97205
(503) 227-1984 = (503) 274-2956 = cub@oregoncub.org » www.oregoncub.org

August 17, 2007

Chairman Beyer
Commissioners Baum & Savage

'Oregon Public Utility Commission

PO Box 2148
Salem OR 97308-2148

Re: NW Natural’s Smart Energy Option, Advice_07-0_4, Sched_ul_e 400
Dear Commissioners,

NW Natural is proposing to offer a Smart Energy option to customers, who, if they
choose, pay a small monthly premium to help pay for projects that offset greenhouse gas
emissions. There is no doubt that this option is timely and valuable both to the customer
who has elected the option and to society generally. . Staff’s memo, however, states that
NW Natural’s condition; that all eligible customers help defray, for a limited time period,
the program’s start-up costs; is a condition that the Commission has no authority to
approve. We disagree with Staff’s opinion for the reasons set out below, and we support

the program as NW Natural has designed it.

Staff’s memo says that “[s]taff’s counsel has advised that the Commission generally does
not have statutory authority to impose the costs of a voluntary program on all customers,
unless the utility can demonstrate that there are utility-related benefits for non-
participating customers.” Staff Memo, August 15, 2007, page 3. Later staff defines
“utility-related benefits” in a more limited fashion, when it says “Statf does not believe

the company has met the burden of showing that there w111 be utility-related economic.

benefits, either now or in the future, to non-participating customers ” Ibzd

We do beheve that there are mgmﬁcant utlllty-related beneﬁts to the program albeit not

~ -directly related to economic rate benefits. We do not think that the Commission’s

authority is limited to economic rate benefits, and as such we think the Commission has
the authority to approve the program.

We fully recognize that the fundamental purpose of, and history behind, monopoly.
utility regulation supports a basic premise that the Commission’s job is fo primarily

- represent ratepayers’ economic interests, and to promote health and safety related to
utility operations. However we do not thmk that the Commission’s authority ends with



these interests. We do not think that the statutory framework creating the Commission’s
authority is so strictly limited as to encompass only beneficial economic rate effects and
immediate health and safety concerns. We think that the statutory framework and
common sense supports a Commission authority that extends to non-rate issues that
furthers the best interest of ratepayers and encompasses utility services that provide non-
rate-based and non-safety-based value to the captive utility customer.

The statute that describes the Commission’s powers states “the commission shall
represent the customers of any public utility or telecommunications utility and the public
generally in all controversies respecting rates, valuations, service and all matters of which
‘the commission has jurisdiction. In respect thereof the commission shall make use of the
Jurisdiction and powers of the office to protect such customers, and the public generally,

+ from unjust and unreasonable exactions and practices and to obtain for them adequate
service at fair and reasonable rates.” Adequate service must be provided at fair and
reasonable rates, but that service is not defined by the reasonableness of the cost. The
utility can attempt to charge too much for a service, but this is not the only'aspect of a
service that makes one “adequate”. We absolutely believe that an adequate service is one
that provides a benefit ultimately to the consumer, however, we believe that by limiting
the definition of a utility benefit to one that is solely an economic rate benefit both limits
the Commission’s existing authority and does damage to the utility consumer.

There are numerous examples of the Commission allowing recovery in rates for costs that
provide a value to customers that are not specifically related to economic rate benefits or
_safety improvements. In fact, we believe that if all utility costs were subject to this
interpretation, as a practical matter, utility revenue requirements would look much
different than tliey do. This is because the participants know that not every cost can be
. Judged solely on its economic rate benefit. Additionally, the Commission allows costs of
setvices that ‘are used prlmanly by a subset of customers to be spread to all the customers

- who are eligible to use the service.

. Below, we'identify a few generic examples of this kind ‘of non-rate value whose costs are
allowed in rates, and then we explore a relatively recent specific example. It is typical
and traditional to allow recovery of numerous membership fees that utilities pay in order
. to-become mernbers of national or regional utxhty industry groups. Utility membership in
: /these groups is a cost to the customer and it is impossible to say that membership creates
an “economic rate benefit” to the customer or necessarily advances the interests of health
and safety. The value to the customer is that the ufility employees are kept up to date in
‘the latest technologies and regulatory trends. At CUB, we are not thrilled at the prospect
" of paying too'many of these membership costs, but we also know that a utility that is out
- of touch with the latest technologies and trends is a utility that will provide inferior
“-service: There is never an expectation that membership must result in lower rates.
- Instead, the value lies outside the realm of immediate economic rate impacts:

.. Arelated gerieric example is the utility_cal-l' center. It is reasonable to assume that most
- customers use the utility’s phone sérvice at least twice, once to start service and again to
terminate service. However, some customers will use the call center over and over for
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various reasons (bill inquiries, report outages, complain about service, seek information)
and others will never use it other than to start or end service. The value of the call center
is not related to an economic benefit or simply to health and safety, otherwise the call
center would be designed in the most minimalist manner. In addition, the non-rate value
is spread across customer classes despite the fact that only a subset of customers takes
advantage of the service. Repeat this argument for the internet services offered by the
utility. There is no economic rate benefit of the utility’s web site, and customers know
better than to report immediate safety issues by email, and some customers don’t have
internet access. While some cost of the internet service is booked to unregulated activity,
the remainder of the cost of the service is spread to all, because there is a value related to

convenience and access to information. :

A specific example of non-economic rate/non-safety services included in rates can be
seen in UE 115. There, PGE asked for recovery of costs associated with certain customer
service options in its “belief that its customers want new services, more options, and
better communieation channels. To address these perceived needs, PGE is adding
payment options, expanding communication choices, adding new customer services, and
increasing the frequency of customer surveys. PGE admits that these changes cost more,
but explains that they provide more value to PGE’s customers.” UE 1 15, Order No. 01-
777, page 11, August 31, 2001. One of these changes was to allow customers to pay by
credit card. The logic of Staff in its August 15, 2007, memo would suggest that the costs
associated with the credit card program be allocated only to those customers who pay by
credit card, because other customers receive no economic benefit from it. In UE 115, the
Commission did not take that position; instead it largely approved the costs for recovery
in rates. CUB opposed recovery of many of these costs, because the timing of UE 115
coincided with the 2000-2001 Western Energy Crisis and the revenue requirement in the
rate case threatened to expand rates significantly simply as a resuit of market purchases in

-a high-cost market. We opposed the timing of the discretionary service investments

during a time of high non-discretionary costs. Although the C'oi.nmissio_n_ acknowledged

- CUB’s basic arguments and reduced PGE’s requested revenue requirement increase

accordingly, the Commission rejected several of CUB’s specific arguments and chose
instead to allow many of these costs to go into rates. The Commission said “PGE is
correct that we should judge these services and the costs associated with them on the
basis of the value they provide and the demand they meet.” Ibid. The Commission
acknowledged that the customer service investments provided no net savings, however, it
found that the customer service investments provided a value in the form of easier bill

‘payments and the investments satisfied a customer demand. Clearly, not all customers

would take advantage of the services, but all customers who could use the services paid

- for them.

Northwest Natural’s Smart Energy option serves a demand and provides a value. First,

the public’s concerns about global warming are growing at a quick pace. This fuels a
~ desire by some to explore ways of reducing their carbon footprint caused, in part, by their
‘use of natural gas. The Smart Energy option provides that opportunity for those who
~seek it. Second, the Smart Energy option and the advertising campaign that supports it

will serve as an educational tool for those who are curious about global warming, but



"_Respectﬁ.llly submitted,

who do not know how to independently explore the issues. Third, the Smart Energy - e
option allows NW Natural to learn about global warming issues; the potential regulatory Lo )
mechanisms, and most importantly, the various-mechanisms that this gas company might
explore to reduce carbon emissions and comply with future regulatory regimes. The

load-based cap and trade proposal that emerged from the Governor’s Carbon Allocation -

Task Force applied to electric service providers, but the strong assumption was that it was

only a matter of time before it applied to natural gas providers. In addition, regional and

national cap and trade proposals being discussed would apply economy-wide, yet the

implications for individual natural gas utilities are still uncertain. Finally, the Smart

Energy, as designed, could potentially result in a new local source of pipeline quality

natural gas, which could, in time, be delivered to customers for direct use while

producing carbon offsets at the same time.

Therefore, there are legal and policy matters to contemplate before assuming an authority
that is rigidly limited to “economic rate benefits”. .Such an interpretation-assumes that
‘the Commission has no role in overseeing the overall service that a regulated utility
provides to ifs customers. Such an interpretation is neither welcome, nor legally justified.
CUB respectfully asks that; at a minimum, before the Commission defaults to the :
informal position of staff’s counsel, the Commission-entertains further discussion on its

regulatory authority.

Perhaps the Commission, based on the law and past precedent, already views its authority
- - as encompassing more than the barest net rate benefit test and most direct healthand . =
. safety concerns to include aspects of utility service that serves a customer demand,
provides a value to customers, and furnishes the company with information and ideas '

relating to the major regulatory driver of energy services over the next several decades.

If this is the case, then we offer our belief that NW: Natural’s Smart Energy option fits the

bill and that it is completely apprepriate for all customers who ean take advantage of the

option to help suppert its launch by paying the dlscrete tmme-lumted advertlsmg costs as

~ set out in NW Natural’s ﬁlmg

* Jason Bisdorfer Aﬁdﬁley#




July 1, 2007

Public Utility Commission of Oregon
550 Capitol Street, Northeast, Suite 215
P. O. Box 2148

Salem, Oregon 97308-2148

‘Re: Schedule 400: Smart Energy Pilot Program

The NW Energy Coalition urges the Commission to approve NW Natural’s
innovative Smart Energy Pilot. This program will allow--for the first time in
Oregon (if not the nation)--gas customers to respond in an individual and
meaningful to the threat of global warming. As you know, Oregonians have
participated in similar, though different, programs offered by PGE, Pacific Power,
Salem Electric Co-op, EWEB and other utilities in record numbers. This program
now offers that opportunity to gas customers, and we expect a similar enthusiastic
welcome. We applaud the initiative taken by NWN in developing the pilot, as well
as the Company’s commitment to offset its own emissions through the program.

We would like to address two concerns that the Commission might have
about this pilot. First, unlike the electric programs, NWN customers would be
purchasing offsets rather than renewable energy (e.g., bio-gas). Our discussions
with NWN have assured us that ultimately this is also the Company’s goal.
.However, due to both lack of adequate supply and technical issnes relatingtothe
incorporation of bio-gas into the pipeline, this will have to wait. Instead, NWN is
offering a high-quality offset program through a partnership with the Climate Trust
until bio-gas can be used. NW Energy Coalition believes this is a realistic and
honest alternative that accomplishes the same goal of reducing greenhouse
emissions. The Trust offers real offsets that customers can count on.

The second issue is NWN’s proposal to have most of the start-up costs paid
by all residential and commercial customers, whether or not they participate in the
program. We support this treatment of these one-time costs for a number of
reasons. (1) The program’s reliance on offsets, no matter how “real,” will present a
marketing challenge to the Company. The electric utilities faced such a challenge in
having to explain how renewable power got to customers; and, the gas challenge is
one stepped removed. Thus it will require a substantial information campaign to
simply explain the program, much less market it. (2) In our opinion it is not fair to
burden the first “early-adopters™ with the start-up costs for the program. It will take
awhile for the program to achieve enough participation to be self-supporting, and
raising costs for those who come in first will push that date out much further than




necessary. (3) The program benefits all customers, whether or not they sign up. All customers

share the reduction in greenhouse gases. (4) The existence of the program offers all customers the
opportunity to participate. This opportunity benefits all customers, much as conservation '
programs do. Conservation programs are paid for by all customers, even though not all participate.

- The rationale for this precedent is two-fold: that conservation in itself benefits all customers
(through reduced environmental impact and perhaps the avoidance of future infrastructure costs); .
and, that the existence of the programs provide an opportunity for all customers to participate. Th1s
opportunity is not free; and because it benefits all, it should be paid for by all.

“For these reasons the NW Energy Coalition urges the Commission to approve the pllot and B
- the Company s apphcatton for accountmg treatment of the starf-up costs.

o Thank ydu,

. Stéven Weiss . o
Sr. Policy Associate _ B
NW Energy Coalition S - O




- Oregon

Theodore R. Kulongoski, Governor

W 9

625 Marion St. NE

Salem, OR 97301-3737
Phone: (503) 378-4040

Toll Free: 1-800-221-8035
FAX: (503) 373-7806
www.Oregon.gov/ENERGY

July 3, 2007

Lee Byer, Chairman

Ray Baum, Commissioner
John Savage, Commissioner
Oregon Public Commission
550 Capitol St.

Salem, OR 98308

Dear Commissioners:

The Oregon Department of Energy supports adoption of Northwest Natural’s proposed
Smart Energy tariff and cost recovery proposal filed on June 29. The proposal is well
designed, technically sound and provides for a fair recovery of costs.

( ) .~ The Smart Energy provides an opportunity for Northwest Natural’s residential and

) commercial customers to easily reduce the greenhouse gas impacts of using natural gas
by purchasing reliable offsets. This parallels the successful renewable portfolio choice
programs of Portland General Electric and PacifiCorp. ODOE has extensive experience
with the Climate Trust and believes they are the right partner for this initiative.

The Smart Energy proposal appropriately shares cost recovery and risks among

- participating customers, non-participating customers and the shareholders of Northwest
Natural. To have non-participating residential customers make a one—tlme payment of
just over one dollar is fair and reasonable.

\ Participants gain no personal advantage from their purchase of offsets though this
‘program. Non-participating customers benefit from reduced climate impacts both
directly from the offsets purchased and from raising the visibility of the issue. This

. program will help Oregon and Northwest Natural meet the greenhouse gas goals the
Legislature adopted in HB 3543.

- _Non-participants in the start-up period gain an option that should continue long after the
 initial three-years. They also learn how much it would cost to offset their greenhouse gas
emissions. Northwest customers who are also customers of PGE and PacifiCorp already
- can see how much it would cost to eliminate their electric: CO, emissions.,
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Finally, this program would help foster a local bio-gas industry that could provide a small
- but helpful alternative gas supply for all Northwest Natural customers. Thank you for
your consideration of this matter.

. Sin

mely

Michael W VGramey |
Director

' ce. Bill Edmonds, NW Natural (wre@nwnatural.com)
Lee Sparling, OPUC




ECUMENICAL MINISTRIES of OREGON

 July 6, 2007

Interchurch Center, Suite B 5 0245 SW Bancroft Street o Portland, Oregon 97239
Phone (503) 221-1054 gfax (503) 223-7007 oWeb site www.emoregon.org

Lee Byer, Chairman

“.Ray Baum, Commissioner

John Savage

Commissioner, Oregon Public Utility Commissioner
550 Capitol St.

Salem, OR 98308

RE: Schedule 400, NW Natural SMART Energy Pilot

Dear Commissioners:

The Oregon Interfaith Global Warming Campaign (OIGWC), cocrdinated by the Ecumenical Ministries of Qregon, supports NW
Natural’s SMART proposal and believes the Commission should approve the Pilot. NW Natural is taking an important leadership role
in the gas indusiry nationally by offering a voluntary greenhouse gas (GHG)offset option — Oregon, and NW Natural’s customers,

will be well-served if this comes to fruition.

As a continuing participant in many of Oregon’s and Congress’ efforts to limit global warming pollutmn, OIGWC has found that the
development of an effective strategy at any jurisdictional or sectoral level to control GHG poliution requires many steps to implement.
As for the natural gas industry, it will likely require several steps also. As in the electric industry, there will likely be voluntary
measures, mid-stage regulatory measures, and then eventually an overarching, or economy-wide, regulatory regime. For instance,
Governor Kulongoski’s Carbon Allocation Task Force recommended in December, 2006 that Oregon’s gas customers pay a GHG
reduction fee in the first stage of regulation, anticipating that the gas industry regulation would eventually evolve to an upstream cap-
and-trade regime, or to another mechanism to limit overall GHG emissions from statewide emissions.

At each step of this process, gas customers, gas comparny employees, and the gas industry itself learns about the nature of the problem,

™y the types of ways to reduce emissions, and how to cope with the growing regulatory certainty. We strongly beheve that the SMART
./ program is ideally suited at this moment of time to serve a critical role for all of these purposes.

As to costs, we believe that NW Natural has established more than a fair basis for dividing up the costs among pilot participants and
general ratepayers. The value gained by all customers, all employees and the entire NW Natural management team by becoming an
early actor in the GHG natural gas arena is quite substantial. By assigning a great majority of the costs to voluntary participants,

- including all ongoing operating expenses, we believe that the participants are in a sense subsidizing the non-participants, who will all

gain from the experience NW Natural will develop as a leader with this pilot. Without the costs being fairly spread between
participants and non-participants, the eﬂ'ectlveness timing, and value of the pilot likely will be dirmmshed

If'you don’t allow this effort to move forward you will limit choices available to NW Natural customers, and by holding back NW
Natural’s team from developing this critical expertlse Oregon would miss a key substantive opportunity to confront the global
warming chaflenge now faced at nearly every cog in Oregon’s econoniy. As a faith-based organization, we are very concerned about

-the ethical implications of global warming, especlally the 1mpact on the poor and vulnerable of our world. The time to act is now.

Please approve this application.

Sincerely,

Pastor Gary Langenwalter
OIGWC Chair

Jenny Holmes .
EMO Environmental Ministries Director

NIEMBER DENOMINATIONS

African Methodist Episcopal Church o African Methodist Episcopal Zion Church » American Baptist Churches o Christian Church (Disciples of Chnst)

Christian Methodist Episcopal Church sChurch of the Brethren o Community of Christ » Episcopal Diocese of Eastern Oregon oEpiscopal Diocese of
Oregon Evangelical Lutheran Church in America o Greek Orthodox Church o Presbyterian Church (USA) o Religious Society of Friends (Quakers)

Roman Catholic Archdiccese of Portland o United Chu.rch of Christ v United Methodist Church o Universal Fellowship of Metropolitan Commumty

Churches



