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1 The Staff of the Washington Utilities and Transportation Commission (“Staff”) participated in the Conservation Advisory Group that Cascade Natural Gas Company (“Cascade” or “the Company”) formed following the Commission’s decision in this docket.   Staff worked with Cascade and the other interested parties to review the conservation potential study completed by Cascade’s contractor, Stellar Processes.  From this review it was clearly evident to the group that significant natural gas conservation potential exists within Cascade’s Washington service territory for residential, commercial and industrial customers.
2 Staff concurs with Cascade’s approach to low income weatherization, continuing its relationship with the community action agencies.  Staff is pleased to see that Cascade proposes to fund up to 100 percent of the avoided cost for building shell measures, forced air furnace duct sealing and infiltration reduction.  Staff expects the Company to continue working with the community action agencies to improve the efficiency and comfort of low-income housing and provide overall energy efficiency education to its customers of limited means.
3 Staff believes that the annual benchmarks established in the Conservation and Low Income Weatherization Plan (“the Plan”) for captured therm savings in 2008 and 2009 are reasonable and achievable.  Staff also believes the mechanism proposed for recovery or non-recovery of the deferred conservation funding balance represents a reasonable incentive for Cascade to assure their program is working.  As proposed, the mechanism provides for zero recovery of the deferred program revenue unless conservation accomplishments equal at least seventy percent of the established benchmark each year.  Full recovery is allowed only if one hundred percent or greater of the therm savings benchmark is realized.
4 Staff notes affirmatively that Cascade has included an earnings cap test in the Plan.  The test, relying on the Company’s annual “Commission basis report,” will be used to determine whether earnings have exceeded the stipulated overall rate of return of 8.85 percent.  However, Staff has some concerns about the remainder of the Plan as filed.  While Staff believes that the annual benchmarks established for 2008 and 2009 are reasonable and achievable, the Plan is severely limited in its description of how the company intends to accomplish them.  The Company states that it has engaged the Energy Trust of Oregon (ETO) to prepare a detailed analysis to determine options for delivery of Cascade’s programs.  This is the kind of work that Staff expected to see completed or at least preliminarily complete by the time the Plan was published. Staff acknowledges that Cascade has an ongoing relationship with ETO for program delivery in its Oregon territories.  However, Staff is concerned that by relying on a third party contractor for substantial program analysis and development Cascade may not be fully developing its own in-house conservation program expertise.  Such intellectual capital will be needed in the future for Cascade to continue to pursue cost-effective conservation with its customers. 

5 While the foregoing is of some concern for Staff, Staff nevertheless believes the Plan meets the minimum conditions outlined in paragraphs 81 through 83 of the Commission’s Order in Docket UG-060256, and thus should be approved. 
6 Staff will continue to work with Cascade and other interested parties to assist and comment on future program development.  In addition, Staff will work with Cascade to develop the required decoupling mechanism evaluation at the end of the pilot.
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