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Goals for Discussion

 Introduce Smart Energy
— Program design
— Early communication with customers
— Take up and early implementation work
— Challenges ahead

 Discuss possible role of POC in advising NWN
 Early input, next steps with POC
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Program Overview

o Customers voluntarily offset the greenhouse gas
emissions associated with their natural gas use

 First stand-alone gas company to offer offset
opportunity

* Helps bring biogas—renewable gas—to the region

 Residential participants have two choices:
— Average option: $6/mo and based on average house
— Carbon neutral option: Per-therm rate

e Commercial participants contribute any amount
($10/mo. min)
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Why Is NWN offering the product?

We’re as concerned about climate change as our
customers

Grows from history as a “decoupled utility”
Energy efficiency comes first, offset what remains

Provide a credible offset option for our customers
— 81% say they value such an option

— “Wheat from the chaff” — in the world of offsets
NWN is first Smart Energy customer

— Offsetting all of our heating at all facilities (4,200 tons CO2)
— Covering 25% of program costs
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How does It work?

RAVIRAL GAS USE “CLIMATE NEUTRAL” WITH

SMART ENERGY

+ &

4 tons of CO2 (reduced through
Smart Energy projects)

4 tons of CO2 emitted per year :
(typical home served by NW Natural) v

Your Smart Energy
payment
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Smart Energy and Biogas
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Smart Energy Program

A. The typical cow produces 120 pounds of waste each C. The manure can then be put into a “biodigester” — F. Smart Energy funds will go through NW Natural to
day. Methane emitted from cow waste into the

atmosphere is 23 times more potent than CO2.

. The first step to turning cow manure into biogas is
to trap it, halting the release of greenhouse gas
emissions and improving water quality.

the technology used to turn it into clean, renewable
biogas.

. Biogas can be used to generate electricity.

. Ortreated and eventually added to a pipeline system
and used in homes and businesses.

the Climate Trust, which will purchase carbon offsets
from the biogas project.

. Customers participating in Smart Energy will “own”

those greenhouse gas reductions equal to the amount
of emissions caused by their gas use.
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Reqgulatory Overview

o Smart Energy tariff approved, with Sept 1, 2007
effective date.

 Five year pilot with check in at year 3

« Staff found product “innovative and unique”,
negotiated over costs covered in rates

* Breakdown of start up costs and their disposition
— 2007: $288K (NWN shareholders)
— 2008: $622K (deferral account, covered in rates)
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Reqgulatory Overview

Smart Energy Collections
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Program Year

—e— CO2 offset dollars —s— Program Costs Total Collected

Collections does not include:
e Shareholder funding in ’07: $365K
e Deferral account in ’08: $622K
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The Climate Trust

e Who iIs The Climate Trust?
— Mission of high quality offsets
— One of nation’s largest offset providers The
(9 years of experience, $9 million portfolio) Climate

e Role in Smart Energy Trust
— “Soup to nuts” offset development
— Project ID, contracting, monitoring & verification

* Why biogas Is the right offset?
— Sweet spot among options
— Role of Smart Energy in emerging biodigester market
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Program Design

o Offsets acquired by TCT according to “hierarchy” of
project types:
— Biogas (in Oregon, PNW region)
— RFP targeting biogas (open to “clean energy in the region”)
— TCT future acquisition initiative
— TCT project portfolio
— Spot market purchase

» Designed schedule with “trigger points” — actions
determined based on sign ups and market
development
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Program Design

o Agreement between TCT and NWN in draft form, for
review by OPUC staff. Contains:
— Carbon pricing provisions
— Monitoring and verification provisions, payment

— Fund transfers (from NWN monthly, managed according to
TCT guidelines, interest accrues)
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Press Launch

« Media relations launch:
28 positive news stories!

== The Oregonian

Twice Chosen the Nation’s Best Nondaily Paper

LOGALLY OWNED BY PAMPLN MEDIA GROUP

Lofty goals
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NW Natural harnesses
the power of manure
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Gas utility
now offers
moo-power
options
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Customers worried abouit global
warming can choose to pay §6 a
month or pay a varlable fee based
on their gas use. That voluntary
contribution will buy carbon offsets
from The Climate Trust, a Portland-
based nonprofit that will work to set
up several biogas production sites
in the state.
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Customer Communication

How CAN YOU REDUCE YOUR
CARBON FOOTPRINT WITH

cow manure?

INTRODUCING SMART ENERGY FROM NW NATURAL

We've stepped squarely into the battle
against global warming, so to speak.

Introducing Smart Energy” from NW Natural.

Hold your breath. A typical cow produces 120
pounds of waste eac )
but even worse for the e
methane, which isa p
news is thar ga:
caprured and used as a renewable ene SOLLFCE.

That's where Smart comes in. NW Natural has
partnered wicth The Climate Trust o offer a voluncary

<§’ NW Notural® rTHEc:ur.u:_ETF:._.ns,T

program t supports projects designed to reduce
£r C e bi from cow manure.
1ste HE‘“L‘I‘H[E(] m

al energy just

global warming by
wbon foorprint? Learn how you can

ence at nwnatural.com/smart.
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Advertising Schedule

Bill inserts and website promo/enrollment
Advertising
Commercial program being developed

Larger paid media push in 2008
— Use customer research to refine messages
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On the Street
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Early Take-Up

NW Natural " Smart Energy”

Expected Participation

25,000 residential and commercial
.
20,000 .
15,000 - e
g 4 :
10,000 -
K
5,000 - e
e at six weeks, on track to meet 2007 target
2007 2008 2009 2010 2011 2012

» Residential “expected participation” — 3% over five year pilot phase
o Commercial set at .4%, based on NREL average

» Early sign-ups on target for first partial year — more than half residential
customers selecting volumetric option
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Engaging Stakeholders

 CUB, NWEC, EMO, BEF and NRDC engaged
during development — with CUB in the lead

e Communication pow-wow included ETO, RNP,
TNS and others

e Ongoing project implementation coordinated
closely with ETO’s biogas efforts
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Engaging POC

e Smart Energy not response to legislated mandate, but
would benefit from advisory function of POC

e Qversight by OPUC staff not yet in place

e POC review for discussion of the group
— Which issues are of most interest?

— How best provide input while avoiding communication
delays

— Resolve contractual confidentiality provisions regarding
TCT agreements

— Other I1ssues
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