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EXECUTIVE SUMMARY

Programs designed to help natural gas customers reduce their energy use and costs through
increased energy efficiency have existed for over 30 years in some states. Early programs tended
to focus on residential customers, especially low-income households. Natural gas programs
provided by natural gas utilities and related organizations have grown to serve all types of natural
gas customers in a majority of states. The programs are funded by customers through natural gas
rates or special purpose fees (generally “public benefits fees”) on customer bills. There are
opportunities for improved energy efficiency across the spectrum of customers and technologies
using natural gas. Programs may target specific technologies that use natural gas, such as
furnaces, water heaters, boilers, and cooking equipment, or they may target the systems and
entire facilities that are served by natural gas technologies.

Despite the growth and expansion of natural gas energy efficiency programs, until the late 2000s,
there has not been consistent, comprehensive, and regular tracking of these programs. The
Consortium for Energy Efficiency (CEE) and the American Gas Association (AGA) began
collecting and reporting data on natural gas energy efficiency programs in 2006. To complement
this data reporting, ACEEE completed a comprehensive review of state policies and programs
addressing natural gas energy efficiency as funded through rates or public benefits fees. The
purpose of this report is to examine and summarize these policies and programs to capture a
complete national picture of natural gas efficiency programs and to track recent trends in funding,
savings, and objectives. We surveyed contacts in each state and the District of Columbia to
gather relevant data. We also used annual data gathered by CEE and AGA.

We found that most states have natural gas energy efficiency programs. Ultilities or related
organizations in 41 states’ provide some level of ratepayer-funded natural gas energy efficiency
programs, either required or offered voluntarily. Thirty-two states require programs by legislation,
regulation, or both. Utilities in nine states offer programs voluntarily. Only ten states have no
programs in place (this includes states with little or no natural gas service). Of the 40 jurisdictions
with programs that responded to the survey, 23 provide utility-sector natural gas energy efficiency
programs to all customer sectors (low-income, residential, commercial, and industrial). Eleven
states have programs for all customer sectors except the industrial sector. Four states have
programs that serve only low-income customers.

Natural gas energy efficiency programs in a growing number of states are seeking to achieve
high energy savings in response to the enactment of energy efficiency resource standards
(EERS). These standards establish specific savings targets, typically higher than historical
achievements. Twelve states surveyed have specific natural gas EERS in place, and another
three states have policies pending enactment.

Utilities are largely responsible for program administration and implementation. In 27 states,
utilities alone administer efficiency programs, generally with some type of regulatory oversight. In
seven jurisdictions, utilities and some other entity2 administer the programs. The utilities alone
implement natural gas energy efficiency programs in 13 states. In another 17 states, the utilities
partner with other agencies, contractors, community action agencies, state agencies, etc. to
implement the programs.

Programs are funded through utility rates. The specific mechanisms by which the money is
collected, however, varies by jurisdiction, and sometimes by utility. Utilities generally either
include the charges for the natural gas energy efficiency programs in their base rates or place a
surcharge on the customers’ utility bills to fund the programs. Sometimes the utilities employ a
combination of these funding mechanisms.

! Includes the District of Columbia.
2 Other entities include agencies like New York State Energy Research and Development Authority (NYSERDA), the
Energy Trust of Oregon (ETO), and a state’s energy office.
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utility-sector energy efficiency programs implemented in 2006. The 90 utility programs
recognized in this review saved an estimated annual total of 125 million therms. This savings
estimate does not reflect a national perspective, however, as it represents only a sample of
programs in the U.S.

These sources are valuable contributions to the knowledge base on ratepayer-funded natural gas
efficiency programs. This report seeks to supplement and complement these existing documents
by presenting state summaries of natural gas energy efficiency programs. Specifically in this
report we present:

¢ state data on annual expenditures and energy savings;

+ information on state regulatory policies and administrative approaches; and

¢ individual profiles for each state summarizing its natural gas energy efficiency
program activity.

The result is ACEEE’s first effort to create comprehensive information on utility-sector natural gas
energy efficiency efforts across the U.S. with individual state summaries and a composite national
perspective.

METHODOLOGY
Questionnaires

In an effort to create an overview of national utility-sector natural gas efficiency activity, we
designed a questionnaire to collect statewide program expenditures and energy savings for
2004-2009, current legislative and regulatory policies and information regarding program
administration and implementation for these programs (see Appendix A). We also conducted
selected follow-up in late 2010 and early 2011 to update our data.

Based on previous research and CEE data, we identified a target list of states with ratepayer-
funded natural gas energy efficiency programs. (See Appendix B for a final list of states we
contacted for this project) We completed a questionnaire for each target state based on
information ACEEE had on file for state energy efficiency policies and programs. We e-mailed
the completed questionnaire to each state contact (generally someone at the state regulatory
commission or state energy office) and asked them to update and complete the questionnaire
and return it to us.

Based on the updated information provided by states, we summarized the status of the utility-
sector natural gas energy efficiency programs for each state (see Appendix C).

Additional Information

We supplemented the natural gas energy efficiency program spending data that were provided by
the state contacts with budget and expenditures data from CEE’s annual industry reports (CEE
2007, 2008, 2010; Nevius et al. 2010). CEE’s data allowed us to fill in natural gas budget and
expenditures information we were missing. CEE’s 2006, 2007 and 2009 annual industry reports
provided estimated annual budgets for each state for each of those years. CEE’s 2009 and 2010
reports (Nevius et al. 2010; CEE 2010) included actual expenditures for 2008 and 2009 and
budgets for 2010. Whenever possible, ACEEE tried to use program expenditures, although
generally expenditure data lags available budget data by one year due to the necessity of
accounting and reconciling expenditure data at the conclusion of a program year. Actual
expenditures will largely match budgeted amounts, but there also can be differences due to a
wide variety of factors that affect actual program spending.
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Sectors Served

In our surveys we asked each contact to identify the customer sectors they serve through their
natural gas energy efficiency programs: residential, low-income, commercial and/or industrial.
Table 4 lists the states and the various sectors for which natural gas programs are available.

Of the 40 jurisdictions with programs that responded to the survey, 23 provide utility-sector
natural gas energy efficiency programs to all customer sectors. Further break-down of these data
shows that low-income programs are provided in 39 states; residential programs in 35 states,
commercial programs in 34 states and industrial programs in 23 states. Georgia, Maryland,
Pennsylvania and Texas serve only low-income customers.

Program Administration and Implementation

ACEEE asked state contacts to identify the administrators and implementers of their utility-sector
natural gas energy efficiency programs. Their responses are provided in Table 5.

In 27 states, the utilities alone administer the programs, generally with some type of regulatory
oversight. In seven states, utilities and some other entity > administer the programs. In four of
these cases (Arizona, Idaho, Maryland, and North Carolina), a separate entity administers the
low-income programs. In the remaining three cases (Michigan, New York, and Oregon), a third
party administrator either assists the utilities in administering the programs or administers some
portion of the programs. In Indiana, New Jersey, Texas and Wisconsin, the programs are
administered primarily by a third party. In the District of Columbia, the programs are administered
by the District Department of the Environment’'s Energy Office.

Utilities alone implement the natural gas energy efficiency programs in 13 states. In 17 states,
the utilities implement the programs with other entities such as implementation contractors,
community action agencies, and state agencies. In California, lllinois, Indiana, Michigan,
Pennsylvania, Texas and Wisconsin, the programs are primarily implemented by energy
efficiency program contractors, the third party administrator and/or other entities. Maryland’s
program is implemented by the state weatherization office. In the District of Columbia, the
programs are implemented by the District Department of the Environment’s Energy Office and
implementation contractors.

'® Other entities include agencies like New York State Energy Research and Development Authority (NYSERDA), the
Energy Trust of Oregon (ETO) and a state’s energy office.
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through improved energy efficiency. Such programs and services are growing, both in states with long
histories of programs, but also in states that have not had programs in place. The clear trend is
acceleration and expansion of these programs, driven primarily by the goal of reducing energy costs. An
added benefit is the environmental improvement gained by reducing emissions. WWe encourage continued
funding and support for these programs. We also encourage improvements in data tracking and reporting
on these programs serving natural gas customers.
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APPENDIX A: QUESTIONNAIRE

ACEEE Natural Gas Summary Profile
State:
Name:
Organization:
Phone number:
E-mail:
Date:
Availability of natural gas utility sector energy efficiency program354: [Are programs offered by
either utilities or non-utility organizations to natural gas customers? If "No"—the rest of the summary
profile is not applicable.]
1. Yes 2. No

What customer sectors are served by natural gas energy efficiency programs?
1. Residential?
a. Low-income?
b. Non-low-income?_____
2. Commercial?
3. Industrial?

Is energy efficiency required by legislation or order? 1. Yes 2. No

(If yes) 1. Legislation 2. Order 3. Both Legislation and Order
(Please provide specific legislation and orders/decisions below)

. Key legislation:

¢ Key Regulatory Orders/Decisions:

When did your utility funded natural gas energy efficiency programs begin?

Funding Mechanism(s) (for program cost recovery—i.e., embedded in rates, tariff rider, deferred
account, or “public benefits fund”):

Organization(s) responsible for program administration:

5 Energy efficiency programs include programs that offer information and economic incentives to customers to get them to
implement energy efficiency measures in their homes or businesses.
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Organization(s) that implement (deliver) programs:

Financial incentive mechanism for program administration and brief description (i.e., Mechanisms
in place by which utilities (or in some cases, non-utility program administrators) can earn a profit, or
shareholder incentives, from energy efficiency programs):

“Lost revenue” recovery mechanism for reduced energy sales resulting from energy efficiency programs
(decoupling or other mechanism):

Total state utility sector budgets and actual expenditures on natural gas energy efficiency programs by
year:

Year Budget Actual Expenditures (million
(million $) 3)

2005

2006

2007

2008

Does this include low-income energy efficiency programs?

1. Yes 2. No

What are the totals for your low-income programs (if applicable)?

Year Budget Actual Expenditures (million
(million $) 3)

2005

2006

2007

2008

Total natural gas energy savings:

Energy savings by program year. (program year savings—i.e., all new savings attributable to that
reporting year). Please indicate units used for natural gas savings.

Year Energy Savings | Units
2005
2006
2007
2008
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Does this include low-income energy efficiency programs?

1. Yes 2.No

What are the totals for your low-income programs (if applicable)?

Year

Energy Savings

Units

2005

2006

2007

2008

Are there any discussions or proceedings underway that may change the structure, administration or
funding of utility-sector energy efficiency programs from the status quo? Such changes may include:

1. Yes 2.No

e Budget/expenditure levels.

Organizations responsible for program administration or implementation.

Utility requirements/regulatory treatment of program costs and savings (e.g., cost

recovery, decoupling, performance incentives, or explicit savings targets (such as

energy efficiency resource standards).
¢ Related utility and environmental policies, such as global warming mitigation policies.

Please describe such changes.

Is there a Web site that program administrators and stakeholders can access for information such as
annual reports, planning documents, evaluations, etc. for natural gas energy efficiency programs? [Not

the customer Web sites for program information]

1. Yes 2.No

If yes, what is that Web site address?

Have any evaluations or reports been written that calculate ‘cost per therm saved’ for the programs as a

whole or for individual programs?

1. Yes 2.No

If yes, are those evaluations available on a Web site?
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1. Yes 2.No

If yes, what is that \Web site address?

If no, how can we obtain copies of the evaluations?

Finally, is there an annual report for the most recent year (2010) and recent years (2005-09) available
that provides program information, including data on expenditures and savings?

1. Yes 2.No

If yes, is this report available on-line?

1. Yes 2. No

If yes, what is that \Web site address?

If not, how can we obtain a copy?

Thank you very much for your time!
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APPENDIX B: LIST OF STATES CONTACTED FOR THIS REPORT

At the conclusion of our work, this is the set of states our data indicated had utility-sector natural gas
energy efficiency programs and that we contacted to complete the questionnaire:

Arizona
Arkansas
California
Colorado
Connecticut
District of Columbia
Florida
Georgia

Idaho

lllinois

Indiana

lowa

Kentucky
Maine
Maryland
Massachusetts
Michigan
Minnesota
Missouri
Montana
Nevada

New Hampshire
New Jersey
New Mexico
New York
North Carolina
North Dakota—did not respond to emails or telephone calls
Ohio
Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Texas

Utah

Vermont
Virginia
Washington
Wisconsin
Wyoming
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This is the set of states that our data indicated did nof have utility-sector natural gas energy efficiency
programs in place and that we did not contact:

Alabama
Alaska
Delaware
Hawaii
Kansas
Louisiana
Mississippi
Nebraska
Tennessee
West Virginia
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