Decision No. C08-0066

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO. 07R-371G

IN THE MATTER OF THE PROPOSED RULES REGARDING NATURAL GAS DEMAND-
SIDE MANAGEMENT, PURSUANT TO HOUSE BILL 07-1037, ENACTED AS 840-3.2-103.

SUPPLEMENT TO NOTICE OF
PROPOSED RULEMAKING

Mailed Date: January 18, 2008
Adopted Date:  January 16, 2008

1. BY THE COMMISSION
A. Statement
1. On June 27, 2007, we issued Decision No. C07-0562 opening Docket No.

071-251G to investigate issues associated with the natural gas Demand Side Management (DSM)
requirements contained in § 40-3.2-103, C.R.S. In that decision, we established dates for:
(1) an informal workshop; (2) stakeholder comments and proposed rules; and (3) stakeholder

reply comments.

2. Commission Staff held an informal workshop on July 18, 2007. Initial comments
were filed by Ratepayers United of Colorado (RUC), Energy Outreach Colorado, Colorado
Natural Gas, Inc., Atmos Energy Corporation, Southwest Energy Efficiency Project, Colorado
Office of Consumer Counsel (OCC), SourceGas Distribution, LLC, (SourceGas), Public Service
Company of Colorado (Public Service), Aquila Networks-PNG, and Energy Science Center.
RUC, OCC, Public Service, and SourceGas filed reply comments. We issued a Notice of
Proposed Rulemaking (NOPR) by Decision No. C07-0830, based in part from input received

from various stakeholders.
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3. The basis and purpose of the proposed rules is to implement the recent legislation
codified at 8 40-3.2-103, C.R.S., which directs the Commission to implement rules to establish

specific natural gas DSM requirements for jurisdictional natural gas utilities.

4. Section 40-3.2-103, C.R.S., provides that, on or before September 30, 2007, the
Commission is required to commence a rule-making proceeding to develop expenditure and
natural gas savings targets, funding and cost-recovery mechanisms, and a financial bonus

structure for DSM programs implemented by investor-owned gas distribution utilities.*

5. We requested that interested persons file comments no later than November 1,
2007, and reply comments no later than November 20, 2007. We took additional general
comments at a hearing on December 3, 2007. Additionally, we sought comments in written or
oral form based on questions attached to Decision No. C07-1009, and comments to those
questions were also addressed at the December 3, 2007 hearing. Ten parties provided written or

oral comments.

6. At the December 3, 2007 hearing, we concluded that an additional hearing on
February 13, 2008 was necessary. The purpose of the additional hearing is to gather further

comments on the current issues and concerns regarding this rulemaking.

7. Based upon written and oral comments received concerning the proposed rules in
Decision No. C07-0830, we have revised the proposed rules. The amended proposed rules are
provided in Attachment 1 to this Order and are noticed as a supplement to the original notice of

proposed rulemaking (Decision No. C07-0830).

! See, HB 07-1037, §§ 40-3.2-103(1) and (2), C.R.S.
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a)

b)

d)

In proposed Rule 4750, “Overview and Purpose,” language from the statutory
“Legislative Declaration” (8 40-3.2-101, C.R.S.,) has been inserted to clarify the
intent of the Gas DSM rules, and articulate the parameters within which these rules
are being promulgated. Also, the original rule language has been modified to better
conform to the statutory parameters, as suggested in comments received.

Rule 4751, “Definitions,” is revised to delete certain definitions as unnecessary and to
modify or add other definitions to improve clarity and consistency.

Rule 4752, “Filing Schedule,” is revised with new dates to reflect a timetable that will
comply with statutory implementation and reporting requirements of § 40-3.2-103
(3)(a) and (6)(a), C.R.S, respectively and to combine required reports. The revisions
also support implementation of gas DSM programs statewide by January 1, 2009, and
establish a supplemental filing schedule whereby all subsequent applications do not
occur in the same year.

Rule 4753 revisions are in response to comments that the proposed rule was
“unnecessarily burdensome and inflexible.” The intent of the revisions is to balance
flexibility with a level of specificity necessary for the Commission to review and
approve DSM plans. Also, several comments were received concerning the definition
of “revenue” as used in establishing a minimum expenditure target. We have revised
the definition to use “base revenue” as proposed by several parties. This is due to the
relative lack of volatility in the base value as compared to total revenue, yielding
more consistent planning and budgeting. Further, the revised rule sets forth a
minimum expenditure level of two percent of base revenue. We estimate that two
percent of base revenue is comparable to the statutorily defined minimum of “at least
one-half of one percent of a natural gas utility’s revenues from its full service
customers™? when applied to total revenue. Finally, language has been inserted which
iIs more instructive concerning the inclusion of low-income services within a DSM
plan application.

Rule 4754, “Annual DSM Report and Application for Bonus and Bonus Calculation,”
is revised to set forth a method for determining the amount of bonus funding
potentially available to a utility. In response to comments received, the revised
language clarifies that the bonus will be proposed by the applicant, and approved by
the Commission. Additionally, in response to comments, the bonus has been tied to
net economic benefits and serves as both a performance incentive and
acknowledgment of the lost revenue potentially resulting from implementing a DSM
program.

Rule 4755, “Measurement and Verification,” is revised to balance the impact,
especially on smaller DSM programs, of hiring an “independent third party” with the
benefits of using an independent third party.

2 §40-3.2-103(2)(a), C.R.S.
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9)

h)

)
k)

8.

Rule 4756, “General Provisions Concerning Lost Allocation and Recovery,” the
“cost/benefit” language has been deleted as duplicative of other rule language. Also,
suggested revisions have been inserted into the “Amortization Periods” subparagraph,
and language has been inserted in response to comments concerning the interplay
between electric and gas DSM programs. Finally, concerning the “Distribution of
DSM program expenses” (moved to this rule from proposed Rule 4753), the language
has been revised to reflect statutory language® and to allow the inclusion of existing
gas DSM-type programs and costs in DSM applications.

Rule 4757, “Funding and Cost Recovery Mechanism,” is revised to include changes
to reflect comments received. The proposed revisions also seek to balance prospective
recovery of costs with minimizing the number and frequency of required filings.
Also, the revised language proposes a continuation of the cost recovery method
currently in effect for existing low-income DSM programs, specifically continuing
the practice of recovering such expenses from all full service customers as allowed by
the statute.*

Rule 4758, “Contents of Gas DSM Cost Adjustment Applications,” has been rewritten
to clarify what is required to be filed in an application, balancing concerns expressed
with what is necessary in order for the Commission to diligently process an
application.

Rule 4759, “Bill Itemization,” is unchanged.

Rule 4760, “Gas DSM Bonus (G-DSM Bonus) Applications,” is revised to include
language suggested in comments and deletes the language concerning the
determination of the bonus, since this is covered in the revised Rule 4754.

The Commission desires to receive written and oral comments on this supplement

to the Notice of Proposed Rulemaking. (The Commission is particularly interested in comments

on the revisions to the original proposed rule.) Interested persons may submit written comments

on the rules and may present these orally at a hearing if the Commission deems oral

presentations necessary. The Commission encourages interested persons to submit written

comments before the hearing scheduled in this matter. We request interested persons to file such

comments no later than February 8, 2008. The Commission prefers that commentors submit

comments in both paper and electronic format. The Commission may post electronically

® §40-1-102(5)(b), C.R.S.
* §40-3.2-103(7), C.R.S.
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submitted comments in its website. The Commission will consider all submissions, whether oral
or written.
1. ORDER

A The Commission Orders That:
1. This Order regarding the Supplement to Notice of Proposed Rulemaking shall

serve as notice to all interested parties of the changes to the Notice of Proposed Rulemaking in

Decision No. C07-0830.

2. A hearing on the Supplement to the Notice of Proposed Rulemaking shall be held

as follows:
DATE: February 13, 2008
TIME: 1:30 p.m.
PLACE: Commission Hearing Room
Suite 250
1560 Broadway
Denver, Colorado
3. Interested persons may file written comments in this matter before hearing.

The Commission prefers that such pre-filed comments be submitted in both paper and, when
possible, electronic format no later than February 8, 2008. The Commission will consider all

submissions.

4. This Order is effective upon its Mailed Date.
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B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
January 16, 2008.

(SEAL) THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO

RON BINZ

JAMES K. TARPEY

ATTEST: A TRUE COPY —
Commissioners

/QZV/QEMV COMMISSIONER POLLY PAGE

TERM EXPIRED January 8, 2008.

Doug Dean,
Director

L:\final\C08-0066_07R-371G.doc:lp
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COLORADO DEPARTMENT OF REGULATORY AGENCIES

Public Utilities Commission
4 CODE OF COLORADO REGULATIONS (CCR) 723-4

PART 4
RULES REGULATING GAS UTILITIES AND PIPELINE OPERATORS
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BASIS, PURPOSE, AND STATUTORY AUTHORITY.

The basis and purpose of these rules is to set forth rules describing the service to be provided by
jurisdictional gas utilities and master meter operators to their customers and describing the manner of
regulation over jurisdictional gas utilities, master meter operators, and the services they provide. These
rules address a wide variety of subject areas including, but not limited to, service interruption, meter
testing and accuracy, safety, customer information, customer deposits, rate schedules and tariffs,
discontinuance of service, master meter operations, transportation service, flexible regulation, procedures
for administering the Low-Income Energy Assistance Act, cost allocation between regulated and
unregulated operations, recovery of gas costs, demand side management, and appeals regarding local
government land use decisions. The statutory authority for these rules can be found at 8§ 29-20-108, 40-
1-103.5, 40-2-108, 40-2-115, 40-3-102, 40-3-103, 40-3-104.3, 40-3-111, 40-3-114, 40-3-101, 40-4-106,
40-4-108, 40-4-109, 40-5-103, 40-7-117, and 40-8.7-105(5), C.R.S.

GENERAL PROVISIONS

[indicates omitted material]
4005. Records.
€)) Except as a specific rule may require, every utility shall maintain, for a period of not less than

three years, and shall make available for inspection at its principal place of business during
regular business hours, the following:

(XV)  Records concerning demand side management, pursuant to Rule 4750 through
4760475x.

(XVI)  As applicable, the records and documents required to be created pursuant to rules 4910
te-through 4920.

4006. Reports.
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(h) A utility shall file demand side management reports pursuant to rule 475x4754.
0] A utility shall file reports required by rules 4910 through 4917.
)] A utility shall file with the Commission any report required by a rule in this 4000 series of rules.
(k) A utility shall file with the Commission such special reports as the Commission may require.
BILLING AND SERVICE

* * *
4406. Itemized Billing Components.
€)) A utility shall provide itemized gas cost information to all customers commencing with the first

complete billing cycle in which the new rates are in effect. The information may be provided in
the form of a bill insert or a separate mailing.

(b) The information provided pursuant to this rule shall include the following:

() For transportation customers:
(A) The per-unit and monthly local distribution company costs billed to the customer.
(B) If applicable, the per-unit and monthly gas cost adjustment transportation costs.

(D) For all other customers:
(A) The per-unit and monthly local distribution company costs billed to the customer.
(B) The per-unit and monthly gas commodity costs for that customer.
© The per-unit and monthly costs of upstream services for that customer.

(D) The per-unit and monthly gas demand side management costs for that customer.

4708. —4749. [Reserved].
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DEMAND SIDE MANAGEMENT
4750. Overview and Purpose.

These rules implement 88 40-1-102, 40-3.2-101, 40-3.2-103, and 40-3.2-105,_C.R.S. for gas utilities
required by statute to be rate-regulated. Consistent with statutory requirements, the purpose of these
Demand Side Management (DSM) rules is to reduce end-use natural gas consumption in a cost effective
manner, in order to save money for consumers and utilities, and protect the environment by encouraging
the reduction of emissions and air pollutants. These rules direct natural gas utilities in the design and
implementation of by-implementing-programs that will enable each-class-of-sales customer to participate
in ene-or-mere-DSM-measures. The utility shall design DSM programs _for its full service customers te
givepriority-te-achieve cost-effective energy savings, considering factors such as: achievable energy
savings, customer benefits, cost effectiveness ratios, adoption potential, market transformation capability
and ability to replicate in the utility service territory;-while-considering-the-overallrate-impacts-of such
SEeCEERE,

€)) Each utility shall files anarnual DSM plan and application for cost recovery, within the

parameters set forth in these rules. Within the application, the utility shall propose an to-establish
expenditure target, savings target, funding mechanism, and cost-recovery mechanism;

(b) Each utility_shall also files an annual DSM report and an application for bonus-.as ar-expedited
thrccmenthoroccoding:

(c) Biannually-eaeh-Each utility_shall files a measurement and verification report thatwhieh evaluates
the actual implementation and performance associated with its DSM program.

4751. Definitions.

The following definitions apply to ruIes 4750 through 4760, unless § 40-1-102 a—speerirc—statut&ewute
provides otherwise-

statutewdeﬁmﬂen—sha#—appl%

(a) “Amortization” means the systematic spreading gradual-costrecovery-of expenditures or capital
costs incurred for DSM programs, irthrough regular accounting entries-reguarpayments over a
specified period of time.-Such-payments-may-rclude-both-principal-and-carrying-cost.

(bd) “Benefit/cost ratio” means the ratio of the net present value of benefits to the net present value of
costs, as calculated using the modified TRC test.

(ce) “Cost effectiveness-test” means a benefit/cost ratio of greater than one. Sestotectenessot




(d)

(es)

®

(gh)

(h)

0

0
k
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“Demand side management” (DSM) means the implementation of programs or measures which
serve to shift or reduce eentrol-or-influenee-the_consumption of, or demand for,ef natural gas
HEREE,

“DSM education” means a program, including but not limited to an energy audit, that contributes

indirectly to a cost-effective DSM program by promoting customer awareness and
participation.any-expenditure-made-in-orde inere DS

“DSM measure” means an individual component or technology, such as attic insulation or
replacement of equipment.

“DSM period” means the effective period of athe approved DSM plan;Jduly-1-through-June-30.

“DSM plan” means the DSM programs, goals, and budgets over a specified DSM period,
generally considered in one year increments, as may be proposed by the utility.

“DSM program” means a group of DSM measures generally offered together to customersenergy
eﬁ_',e}eney_’: onservationload-managementand demandresponse programs—o v combination

“Energy efficiency program” see DSM program.

“Gas Demand-Side Management Cost Adjustment” (G-DSMCA) is a rate adjustment mechanism
designed to compensate a utility for its DSM program costs.

“Gas Demand-Side Management bonus” (G-DSM bonus) is a bonus awarded to a utility in

accordance with C.R.S.§ 40-3.2-103(2)(d), C.R.S.

(Im)

n

“Modified_Total Resource Cost test” or “modified TRC test” means an economic cost-
effectiveness test used to compare the net present value of the benefits_of a DSM program or

measure -to-the-present-vatue-of-the-costs-over the-its useful life-of-a-DSM-measure-orprogram,
to the net present value of costs of a DSM measure or program for the participant and the utility,
consistent with 8§ 40-1-102(5), C.R.S. In performing the modified TRC test, the benefits shall
include, but are not limited to, as applicable: the utility’s avoided production, distribution and
energy costs; the participant’s avoided operating and maintenance costs; the valuation of avoided
emissions; and non-energy benefits as set forth in rule 4753. Costs shall include utility and
participant costs. The utility costs shall include the net present value of costs incurred in
accordance with the budget set forth in rule 4753.ineluding-the-economic-value-of -non-energy
benefits,

“Net economic benefits” is the net present value of all benefits in the modified TRC test, as

applied to the utility’s portfolio of DSM programs, less the net present value of the costs in the
modified TRC test associated with that same portfolio.
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(mo)

4752.

@)

(b)

(©

4753.

“Sales customer” or “full service customer” means a residential or commercial customer that
purchases a bundled natural gas supply and delivery service from a utility but does not include

customers served under a utility’s gas transportation service rate schedules.
Filing Schedule.

Within 120 days of the effective date of this rule, August1* of-each-year—Each-each utility shall
file its annHaJ—DSM plan and appl|cat|on for cost recovery. Ih&annual—DSM—plawwHJ—b&eﬁeeﬂve

(H) July-12*—The utility shall implement its annual-DSM plan_and G-DSMCA, as approved by

the Commission, by January 1, 2009;-and-costrecevery-begins-as-established-in-the
annuval-BSM-plan.

Beginning March 1, 2010 and each March 1* thereafter, October4>—eEach utility shall submit
its annual DSM report,-and application for bonus_and DSMCA application.—Biannualy—en-the

somrc-sntothowtlinachall e e maosoveamant nclbuediention rosor

| The DSMCA shall take effect July 1 of each year for a period of 12 months.

The initial DSM plan filings of natural gas-only utilities shall cover a DSM period of two years.

The initial DSM plan filings of natural gas and electric combination utilities shall cover a DSM
period of three years. The subsequent DSM plan filings of all utilities shall cover a DSM period of
three years unless otherwise specified by the Commission. Atmos Energy Corporation and
SourceGas Distribution LLC, or their successors, shall file subsequent plan applications by April 1
in the years when a plan is filed. Colorado Natural Gas, Inc., and Eastern Colorado Utilities, or

their successors, shall file subseguent Qlan applications by July 1 in the years when a plan is
H D

f||edDeeem_be,r%g approximate Nithinthree-months-of-the-filing-ofthe-an DSM+repo

Arnual-Periodic DSM Plan Filing-anrd-ApplieationforCostRecovery.

On an-annualthe schedule-basis; set forth in rule 4752en-orbefore-August 1>, the utility shall file by
Qghcatlon a QI’OSQGCIIVE natural gas DSM plan for Comm|SS|on approval The plan shall deta|l the

The utility’s proposed expenditures by year for each budget category; the sum of these
expenditures represents the utility’s proposed expenditure target required by § 40-3.2-103(2)(a
C.R.S.
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The utility’s estimated annual natural gas energy savings for the DSM plan yvears, expressed in

()

dekatherms per dollar of expenditure, and presented for each DSM program proposed for
Commission approval; this represents the utility’s proposed savings targets required by § 40-3.2-
103(2)(b), C.R.S.

The anticipated annual units of energy to be saved, which equals the product of the proposed

(ad)

(be)

expenditure target and proposed savings target; this is referred to herein as the energy target.

The utility shall include in its arrual-DSM plan application data and information sufficient to
describe filing-the design, implementation, oversight and cost effectiveness of thenatural-gas
DSM programs._Such data and information shall include, at a minimum, ireluding-irformation
program budgets delineated by year, estimated participation rates en-tetalusage-analysis;
techniealpetentiat-and program savings (in therms).

In the information and data Drowded in a proposed DSM plan, the utility shall reflect consideration
of the factors a-set forth in
the Overview and Purpose rule 4750 At a minimum the utility shall prowde the following
information detailing how it developed its proposed DSM program:

() A market assessment for-determining-of gas usage and characteristics across customer
classesgroups.

() A comprehensive list of potential DSM measures that the utility evaluated for possible
nclusmn in its Qrogosed DSM Qlan fe#savmg#rergy—m#re%eted—m&ﬁe&s—meludmgﬂa

(1 A detailed analysis of selected DSM programs measures-for a utility’s service territory in
terms of markets, customer classes, anticipated participation rates (as a number and a
percent of the market), estimated energy savings and cost effectiveness-and

il | .
(Iv) A ranking of possibleal-feasible DSM programsweasures based upon the analysis
conducted in subparagraph (l1), above, and identification of which DSM programs and

measures the utility is proposing.

(VH#)  Proposed marketingPregram strategies to promote the-technelogiesparticipation based
on industry best practices.

(Vi)  Prepesed-Calculation of cost effectiveness of the designed-DSM programs using a
modified TRC test-ireluding-costs-to-the-utility-and-te-participating-eustomers.
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(V1) An analysis of the impact of the proposed DSM program expenditures on utility rates,
assuming a 12-month cost recovery period.

O——~Afinal setof recommended-DSM-programs-

(ef) In its DSM plan, theFhe utility shall address how it proposes to target DSM services to low-
income customers. The utility shall also address whether it proposes to provide DSM services
directly or indirectly through financial support of conservation programs for low-income
households administered by the State, as authorized by § 40-3.2-103(3)(a), C.R.S. The utilit

may propose one or more low-income DSM programs that yield a modified TRC test value below

In proposing an expenditure target for Commission approval, pursuant to 8 40-3.2-103 (2)(a
C.R.S., the utility shall comply with the following:

() The utility’s annual expenditure target for DSM programs shall be, at a minimum, two
percent of a natural gas utility’s base rate revenues, (exclusive of commodity costs), from
its sales customers in the 12-month calendar period prior to setting the targets.

(1 The utility may propose an expenditure target in excess of two percent of base rate
revenues.

(y The utility may propose an expenditure target lower than two percent of base revenue
during an initial phase-in period. The utility must achieve at least the two percent
expenditure target within three years of implementing the initial DSM plan.

(Iv) Funds spent for education programs, impact and process evaluations and program
planning related to natural gas DSM programs may be recovered without having to show
that such expenditures, on an independent basis, are cost-effective; such costs shall be
included in the overall benefit/cost ratio analysis.
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hsic_ Tl : hall be | | F
expenditure-target:

(eh)  The utility shall propose a budget_to achieve the expenditure target proposed in paragraph (a),
aboveplan. The budget shall be deta|led for the_ overall DSM plan and for each program for each

year efmplementationand shall be i
shall-be-categorized into:

0] Planning and design costs;

() Administrative_.and DSM program delivery costs;

(1 Advertising and promotional costs, including DSM education;
(Iv) Customer incentive costs;

V) Equipment and installation costs;

(VH)  Measurement and verification costs; and

(VHI)  Miscellaneous costs.

() The budget-plan shall include-explainexpltanations-of anticipated increases/decreases in financial
resources and human resources_from year to year.

(8] A utility may spend more than the annual expenditure target established by the Commission up to

five percent over the target, without being required to submit a proposed DSM plan amendment.
Expenditures in excess of five percent over the expenditure target shall require either a
proportional increase |n the energy target defmed in rule 4753 or submlttal of a proposed DSM
plan amendment. enly d-by

(ik) Beneﬁ#@est—targets—As a part of its annual—DSM pIan each ut|I|ty shaII propose aDSM plan W|th
a benefit/cost ta

ef—DSNmegmm&must—sansfsfa—beneﬁ#eest—ranevalue of unlty (1) or greater! using a modlfle
TRC test.

@i Justification-of non-energy benefits-and-quantification.—Each-The utility shall fully-justify-and
guantify any proposed non-energy benefits_in the utility’s DSM plan. Quantification shall be
presented as a dollar value per unit.
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() Wherepessible-theThe utility shall quantify non-energy benefits based on best available
standard industry practices. The utility is expected to make reasonable efforts to
incorporate measurable non-energy savings, such as reduced emissions of CO,, NOX,
methane, or gallons of water saved, for example, and apply current market

valuesdekatherms-saved to the non-energy benefits.

(tm) Measurement and verification plan. The natural-gas-utility shall describe in complete detail how it
proposes to monitor and evaluate the implementation of its proposed programs._The utility shall
explain-and-shal-show how it will accumulate and validate the information needed to measure the
plan’s performance against the standards, pursuant to rule 4755. The utility shall propose

measurement and verification reporting sufficient to communicate results to the commission in a
detalled! accurate and tlmeI¥ basis. Mmaﬁepwremm}g%pensﬂa#rd-desenbe—hewannua

4754. Annual DSM Report and Application for Bonus_and Bonus Calculation.

On the schedule set forth in rule 4752an-annual-basis-on-or-before-October 1%, each-the utility shall
provide the Commission a detailed natural-gas-DSM report and application for bonus

(a) In the annual DSM report the utility shall describe its actual DSM programs_as implemented. For
each measure-DSM program, the utility shall document actual program expenditures, energy
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savings, participation levels and the%eehmque&useekteesﬂmate—thes&wm&ets—th&esﬂmated

cost- effectlveness 0

b Annual program expenditures shall be distributed-separated into cost categories as
prog p Separated g
previdedcontained in the approved DSM plan.

(c) For each DSM measudre-program, the utility shall previde-compare the program’s proposed and
actual expenditures, savings, participation rate, and cost-effectiveness; in addition, the utility shall
prepare an assessment of the success of the program, and list any suggestions for improvement
nd greater customer involvement an—anatysus—e#qaatﬁatue—and—qa&nﬂtatum—s&eees&e#pteg#&ms

(d) Benefit/cost-actualresults—The utility shall provide actual benefit/cost results for the annual-plan
overall DSM plan and individual DSM programs-that-the-utility implemented during the plan year.
The_benefit/cost analysis-utility shall repert-be based on the costs incurred and benefits achieved

as identified in the modified TRC test. Benefit values are to be based upon the results of M & V
evaluation, when such has been conducted as set forth in rule 4755. Otherwise, the benefit

values of the currently approved DSM plan are to be usedguantifiable-ren-energy-benefits
cepicvedevemllond i ndiddunl crecmnmas,

(e) If the annual report covers a year within which an M & V evaluation was completed, the complete
M & V results are to be included as part of the annual report.

(fe) The utility may file an application for bonus, pursuant to rule 4760. The application for bonus
shall include the utility’s calculation of estimated bonus applying the methodology set forth in this

rule to the ul‘l|lt¥S actual performance eamed—usmg—B@lH—Z%—peteet%e#annu&LDSM

(gf) The Commission shall determine the level of bonus, if any, that the gas-utility is eligible to collect
on the basis of the mformatlon mcluded in the report, pursuant to the bonus criteria and groces
set forth beloweenditi blished-in-the-approv aR—ARY-aW

| The primary objective of the bonus is to encourage cost-effective energy savings. The

amount of bonus earned, if any, will correlate with the utility’s performance relative to the
approved savings target (dekatherms saved per dollar expended) and the energy target.

Il As a threshold matter, the utility must expend at least two percent of base revenues

except during a phase-in period as set forth in rule 4753 (g), in order to earn a bonus.
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11 The bonus amount is a percentage of the net economic benefits resulting from the DSM

plan over the period under review. The percentage value is the product of the two
factors:

A The Energy Factor is determined by the percentage of the energy target

achieved by the utility. The energy factor is zero plus 0.5% for each one percent
above 80 percent of the energy target achieved by the utility.

B The Savings Factor is the actual savings achieved divided by the approved

savings target. Each of these quantities is expressed in dekatherms saved per
dollar expended.

\V4 The following is provided as an example of the bonus calculation, using these illustrative

numbers: utility achieves 106% of its energy target; the utility’s savings target is 15,000
dekatherms per $1 million expended, and the utility’s actual savings is 18,000
dekatherms per $1 million.

The energy factor would be 0.5% x (106 — 80), or 13%
The savings factor would be 18,000/15,000 or 1.2

The bonus percentage would be 13% x 1.2, or 15.6%. Thus, 15.6% of net economic
benefits would be the bonus amount.

(h) For the purposes of calculating these factors, the costs and benefits associated with DSM
programs targeted to low-income customers may be excluded.

i The maximum bonus is twenty percent of net economic benefits or twenty-five percent of
expenditures, whichever is less.

(0 Any awarded bonus shall be authorized as a supplement to a utility and not count against its
authorized rate of return or be considered in rate proceedings. The awarded bonus shall be
recovered through the G-DSMCA over a twelve-month period after approval of the bonus.

4755. Measurement and Verification.

(a) Each utility shall implement a measurement and verification (M & V) program to evaluate the
actual performance of its DSM program. The utility shall presentits M & V plan as a part of its
annualDSM plan applicationfitirg, pursuant to rule 4753, and shall include the complete resulting
M & V evaluation resultsrepert with its annual DSM report in those years when the M&V is
conductedancapslicationforbonuspurstontiopile 4754,

(b) As a part of its M & V program, the utility shall, at a minimum, hire-employ a qualified-an
independent third party to design an M&V plan to evaluate the effectiveness of the actual DSM
measures and programs implemented by the utility. Fhis-The M&V plan designed by the third-
party shall address: sampling bias; a data gathering process sufficient to yield statistically

|gn|f|cant results; and generally accegted methods of data anal¥5| evalaaﬂen—shaﬂ—assess%he
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. TheM &V

evaluatlon shaII be |mplemented at Ieast banneauyonce per the DSM Dlan Derlod and be
completed prior to the utility’s submitting a subsequent DSM plan application so that the results of

the M & V evaluation are reflected in the subsequent DSM plan application.

The M & V evaluation shall, at a minimum, include the following:

V)

(m

()

(V)

V)

(V1)

An assessment of whether the DSM programs have been |mglemented as set forth in its

An assessment-measurement of the actual energy savings for each measureDSM
program, in dekatherms per dollar expended and in total dollars, and a comparison to the

corresponding utility projections in its-arnual the approved- DSM filirg_plan-pursuantto
rule-4753;

To the extent feasible, anAn assessment of the period of time that each DSM measure
actually remains in service, and a comparison to the corresponding utility projections in

theits annual-approved DSM planfiling—pursuant-to-rule-47453;

Verification (or modification) of the values assigned to each of the non-energy benefits
set forth in the utility's approved DSM plan;

A summary of the actual eest-te-benefit/cost ratio for each DSM program within the
approved DSM plan; measure-or-group-of-measures; and

An assessment of the extent to which market transformation efforts are achieving the
desired results; and

Recommendations foras-te how the utility can improve the market penetration and cost
effectiveness of individual DSM programs.

4756.

(b2)

General Provisions_Concerning Cost Allocation and Recovery.

Amortization periods.

V)

For the base rate method, the utility shall establish the amortization period to match the
average of the expected lifetimes of the DSM measures_within each DSM program;-but
shall-be-no-less-than-fiveyears. The utility shall specify and explain the rationale for the
amortization period proposed for each DSM measure-program as a part of its annual

DSM filingplan application, filed pursuant to rule 4753.
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(1 For the expense method, the utility shall recover the annual expenditures projected for
that year over a one-year period.

(eb) GPP adjustment. The utility shall make a corresponding reduction in its gas supply needs in its
Gas Purchase Plan required in rule 4605, to account for the reduced energy needs projected in
its annual DSM filing, pursuant to rule 4753.

(éc) Fuel switching. Fuel switching from natural gas to other fossil fuel derived energy sources shall
not be included in the gas utility’s DSM program. Programs to save natural gas through switching
to renewable_energy sources such as solar heating and ground source heat pumps are allowed.

(d) A utility that provides both regulated gas and electric service shall give full consideration to the

administrative benefits and reduced costs associated with combining gas and electric DSM
activities and shall assign costs and benefits appropriately to each plan

(e) Distribution of DSM program expenses.

()] The utility shall include in its portfolio-level benefit/cost analysis all indirect costs relating
to DSM, including but not limited to DSM customer education, program design, and
evaluation costs.

n A utility’s existing gas efficiency and conservation customer education tools, such as on-

line energy assessment tools or other similar internet based tools, may be included in a
utility’'s gas DSM plan and costs recovered pursuant to the Gas DSMCA rule.

4757. Funding and Cost Recovery Mechanism.

is—The purpose of the G-
DSMCA is to enable utllltleswexpedae&basg to reflect changes in their base rates for gas sales in
order to recover services-the-inereases-or-decreasesin-costs associated with the funding of DSM
programs. All such costs-, plus any G-DSM bonus approved by the Commission, shall be recovered
through the G-DSMCA a-cest-adjustmentmechanism-that is set on an annual basis,_and collected from
July 1 through June 30-ermere-frequenthy-i-deemed-approprate. The G-DSMCA allows for prospective
recovery of prudently incurred costs of DSM programs within the DSM program expenditure target
approved by the Commission in order to provide for funding of the utility’s DSM programs, as well as
recovery of deferred G-DSMCA costs, without having to file a rate case.

€)) A utility may spend a disproportionate share of total expenditures on one or more classes of
customers, provided, however, that cost recovery for programs directed at residential customers
are to be collected from residential customers only and that cost recovery for programs directed
at nonresidential customers are to be collected from nonresidential customers only except as

provided for in paragraph (f), below.

(b) The utility may recover its DSM program expenditures either through expensing or by adding
DSM program expenditures to base rates as a part of, or outside of, a rate case, with an
amortization period as determlned by the Commlssmn The amortlzatlon period shall be as set
forth in rule 4756n6 #2 #s

Celdnrecnen,
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There shall be no financial penalty assessed on a utility for failing to reach its approved DSM
program expenditure target, nor shall there be a bonus simply for meeting DSM program
expenditure target. All prudently incurred expenditures for the utility’s portfolio of DSM programs
sheould-beare recoverable, provided, however, that the overall DSM portfolio yields a modified
TRC test value of 1.0 or greater. The portion of costs yielding a modified TRC test value below

1.0 are excluded from recoverxany—memmentaLe*pen@%u%&en—DSM—pmgw%red&ees%he

hene a a “",‘, ne-thresholg

Amounts not spent under the DSM program expenditure target shall not roll-over to the next DSM
period.

A utility has the discretion and the responsibility of managing the portfolio of DSM programs to
meet the benefit to cost ratio and the gas-energy and savings targets. In implementing DSM
programs, a utility shall use reasonable efforts to maximize gas-energy savings consistent with

the annual-gas-efficiency-budgetapproved DSM plan.

(hf)

(i9)

(ih)

A utility may continue DSM programs that were in existence on or before the effective date of §
40-3.2-10246-1-102, C.R.S. concerning measures to promote energy efficiency, and shall not be
required to obtain approval from the Commission for recovery of costs associated with such
programs. Any new expenditures for such programs must be included in the annual DSM plan
filing and G-DSMCA application._Existing low-income DSM programs that recover costs from all
customer classes shall continue such recovery.

A utility shall file an application to adjust its G-DSMCA factor. The G-DSMCA application shall be
filed pursuant to the schedule provided in rule 4752.

A G-DSMCA application shall include_information and exhibits as required in rule 4110 and 4758;.

If the M & V evaluation required by rule 4755 yields benefit/costs test results that impact the
allowable recovery of costs or currently approved bonus, then the utility shall include such
d|ustments in the G- DSMCA agghcatmn m%he#@bwng@#der—a%@—speemeatwdennﬂed—&he

If the projected DSM program costs have changed from those used to calculate the currently
effective G-DSMCA cost or if a utility’s deferred G-DSMCA cost balance increases or decreases
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sufficiently, the utility may file an application to revise its currently effective G-DSMCA factor to
reflect such changes, provided that the resulting change to the G-DSMCA factor equates to a
base rate change of at least one cent ($0.01) per Mcf or Dth. A utility has the burden of proof to
justify any interim G-DSMCA filings and the Commission has the discretion to consolidate the
interim G-DSMCA filing with the next regularly scheduled annual G-DSMCA filing.

() Applicability of the G-DSMCA factor. The G-DSMCA factor shall be separately calculated and
applied to the utility sales gas base rate schedules of residential and non-residential customers.

(mk)  Return on amertized-DSM program expenditures to be amortized. For utilities that choose to
amortize the DSM program expenditure, the balance of a utility’s investments in cost-effective
DSM programs shall earn a return equal to the utlllty s current after-tax weighted average cost of

(nl) Interest on under- or over-recovery. The amount of net interest accrued on the average monthly
balance in sub-accounts of Account No. 186 (whether positive or negative), is determined by
multiplying the monthly balance by an interest rate equal to the Commission-authorized after-tax

weighted average cost of capital.eustomer-depositrate-forgas-utiliies— _If net interest is positive, it
will be excluded from the calculation of the deferred G-DSMCA cost.

(em) Calculation of the G-DSMCA factor. The G-DSMCA factor shall be calculated separately for
residential and non-residential customers to at least the accuracy of two significant places

4758. Contents of Gas DSM Cost Adjustment Applications.

@) General Provisions

()] An application for a gas DSM cost adjustment (G-DSMCA) shall contain justifying exhibits
sufficient in detail to permit the Commission to determine the accuracy of the calculation.

1 The information provided to the Commission in support of a G-DSMCA shall be

compatrable in detail and scope to the information supplied in support for the GCA, as
detailed in rule 4600.

11 As part of its application for approval of its G-DSMCA, the applicant shall file a complete
set of work papers and all other documents relied on in preparing its application.

V4 If the information provided in support of the G-DSMCA is insufficient for the Staff of the
Commission to verify the calculations supporting the application, the application will be
subject to dismissal without prejudice by the Commission.
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V The provisions of this rule do not supersede other Commission rules that contain

additional applicable filing requirements.

Specific Provisions. An application shall contain detailed schedules and supporting documents

that establish, at a minimum, the following:
(h The detailed calculation of the G-DSMCA for each customer class based on the following

general formula:

A Current G-DSMCA factor = (current G-DSMCA cost + deferred G-DSMCA cost) /
forecasted sales customer x monthly service charge + forecasted sales gas

quantity x base rate).

B The G-DSMCA factor will also include the current G-DSM bonus plus an

adjustment necessary to previously approved G-DSM bonuses.

1] A detailed schedule showing the computation of interest, as applicable, to deferred
amounts.

1] The absolute and percentage impact of the proposed rate on the base rates and on the

total monthly bills of typical customers in each customer class.

\V4 A schedule detailing the allocation of costs to each customer class.
V Proposed customer notice detailing rate impact and effective date.

VI Proposed tariff implementing the proposed G-DSMCA.

VII If any gas DSM costs are proposed to be recovered by rate base treatment, with a return

on the unamortized balance, a statement of current net operating earnings, a detailed
calculation of the related revenue requirement and an exhibit detailing any differences in
the proposed rate base treatment compared to the regulatory practices employed by the
Commission in its last general rate case for the applicant.
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4759. Bill ltemization.

Consistent with rule 4406, a utility shall provide itemized gas cost information with gas DSM costs to all
customers commencing with the first complete billing cycle in which the new rates are in effect.

4760. Gas DSM Bonus (G-DSM Bonus) Applications.

The Commission shall review each G-DSM bonus applicationrepert submitted and shall determine the

level of bonus, if any, for which thatthe gas-utility is eligible-te-collect-at the request-of-theutility-and-on

the-basis-of the-information-included-in-the-report. The Commission's determination shall be made within
120 daysthree-months after receiving the G-DSM bonus applicationrepert. Any such bonus shall be

authorized as a supplement to the DSMCA cost adjustment mechanism and shall be applied over a
twelve-month period after approval of the G-DSM bonus_and DSMCA. The collection on any G-DSM
bonus awarded will be apportioned between residential and nonresidential customers based on the
QI‘OQOI’UOI’] of residential and nonre3|dent|al net economlc beneﬁts used to calculate the G DSM bonus. A

#em%enre&deattaLeustemer&en%A utlllty that |mplements a new DSM program in phases shaII be

eligible to receive a bonus ¢

during its phase-in period.

(@) G-DSM bonus filing requirements. The utility shall file its G-DSM bonus application as part of the
annual report submitted to the Commission on the timetable set forth in rule 4752en-er-before
Octobertofeachyear. The utility may request a G-DSM bonus not to exceed the lower of 25




(b)
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percent of the expenditures or 20 percent of the net economic benefits of the DSM programs,
applying the bonus calculation procedure set forth in rule 4754.. The G-DSM bonus, as modified

and autherized-approved by the Commission, shall not count against a gas utility’s authorized
rate of return or be considered as net operating earnings in rate proceedings.

Contents of G-DSM bonus filing. In the G-DSM bonus filing, the utility shall submit to the
Commission the following, at a minimum:

V)
(1

()

(V)

V)

(V)

Documented expenditures on DSM programs for the current G-DSMCA period.

Gas savings for the calendar year for which the bonus is to be awarded estimated
following and the techniques approved in the DSM plan. The utility shall explain whether
the actual gas savings are validated through the measurement and verification process
as approved in the utility’'s DSM planand-the-technigues-used-to-estimate these-gas

Estimated cost-effectiveness of program expenditures for the current G-DSMCA period in
terms of the amount of gas saved per unit of program expenditures.

Actual gas savings and the techniques used to calculate these gas savings for the prior
G-DSMCA period. The utility shall explain whether the actual gas savings are validated
through the measurement and verification process, pursuant to rule 4755.

Actual cost-effectiveness of program expenditures for the prior G-DSMCA period in terms
of the amount of gas saved per unit of program expenditures. The utility shall explain
whether the actual cost effectiveness of program expenditures is validated through the
measurement and verification process, pursuant to rule 4755.

Proposed tariffs containing rates to collect the bonus over 12 months.

Commission procedures for processing filings. Upon receipt of a G-DSM bonus application, the
Commission shall assign a docket number and shall review the submittal for completeness as
well as for substance, if a request for bonus is made by a utility. The Commission shall entertain
interventions by interested parties, require the oral testimony and the filing of exhibits, and permit
expedited discovery, and hold a hearing, as necessary. The Commission shall render a decision
approving or disapproving the request for bonus within three months after receiving the G-DSM
bonus filing.
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(id)

(ge)

Accounting for G-DSM bonus. Accounting for G-DSM bonus shall follow what has been
prescribed for G-DSMCA costs, specifically in regard to interest on over- and under- recovery. A
separate sub-account in Account No. 186 shall be created for any deferred G-DSM bonus
amount.

Prudence review and adjustment of G-DSM bonus. If the Commission finds that the actual
performance varies from gerformance values used to calculate the G- DSM bonus in rule 4754,

- an adjustment shaII be made to the
amount of G-DSM bonus award. Any true-up in G-DSM bonus will be implemented on a
prospective basis.

[indicates omitted material]





