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Natural Gas EE Programs, ACEEE

APPENDIX D: NATURAL GAS ENERGY EFFICIENCY PROGRAM PROFILES

In this appendix, we provide statewide profiles of the ratepayer-funded natural gas energy
efficiency programs. For each state, we depict the structure, expenditures/budget and energy
savings of the programs and, if available, where to find additional information on natural gas
energy efficiency data in the state. In the results sections, we primarily present the data supplied
by our state contacts. Otherwise, we note when we use data from CEE or figures that we
calculated based on data provided by our contacts or CEE. For consistency, we converted all
energy savings to Therms.

Arizona
Summary

Arizona’s ratepayer-funded natural gas energy efficiency programs are mandated by regulatory
authority. Arizona utilities have natural gas programs for residential, low-income, commercial and
industrial customers. In August 2010, the Arizona Corporation Commission approved natural
gas energy efficiency rules requiring the utilities to achieve annual energy savings of at least 6
percent by 2020.

Structure

Arizona’s utilities have natural gas energy efficiency programs for all customer sectors. The
natural gas programs are required by Arizona Corporation Commission (ACC) Decision Nos.
71289 (10/7/09) and 70180 (2/27/08).

The utilities and, for low-income programs, the community action agencies administer the natural
gas efficiency programs. The utilities, the community action agencies and implementation
contractors implement the programs. The programs are funded through a “Demand-side
management (DSM) adjustor mechanism”. Utilities recover their DSM costs through surcharges,
usually based on projected spending. Over- or under-collections are trued up at resets. Resets
are done annually and require approval by the Commission.

In August 2010, Docket No. RG-00000B-09-0428, Decision No. 71855, the ACC approved rules
to increase the use of energy efficiency programs. Natural gas utilities are required to achieve
annual energy savings of at least 6 percent by 2020. The companies will be able to use both
DSM and renewable energy resource technology (RET) programs to reach this goal. The ACC’s
Hearing Division will hold an oral proceeding to receive public comment on the Notice of
Proposed Rulemaking in October.

The proposed rules indicate that the Commission will review and address financial or other
disincentives, recovery of fixed costs, and recovery of net lost income revenue, including, but not
limited to, implementation of a revenue decoupling mechanism if an affected utility requests such
review in its rate case and provides adequate documentation supporting its request in its rate
application.

Results
Arizona’s utility investments in natural gas energy efficiency have been moderate to date but will

increase in the future with the passage of the new rules requiring annual energy savings of at
least 6 percent by 2020.
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Structure

Before the legislature passed the Natural Gas Energy Efficiency Portfolio Standard (EEPS), The Peoples
Gas Light and Coke Company, North Shore Gas Company and MidAmerican ran natural gas energy
efficiency programs pursuant to lllinois Corporation Commission (Commission) orders.

In Docket 06-0540, the Commission approved the merger between The Peoples Gas Light and Coke
Company, North Shore Gas Company and WPS Resources Corporation. One of the conditions of the
merger was the implementation of energy efficiency programs in the companies’ next rate cases. The
Commission approved the companies’ Energy Efficiency Plan riders in Dockets 07-0241 and 07-0242. In
these cases, The Peoples Gas Light and Coke Company and North Shore Gas Company had revenue
decoupling through a rate adjustment mechanism.

In October 2007, the lllinois legislature passed SB 215. SB 215 amended the Public Utilities Act (220
ILCS 5/8-408) to allow any electric or gas public utility, with fewer than 200,000 customers in lllinois on
January 1, 2007, that offer energy efficiency programs to its customers in a state adjacent to lllinois, to
seek the approval of the Commission to offer the same or comparable energy efficiency programs to its
customers in lllinois. In response, MidAmerican filed an application with the Commission to offer the
same energy efficiency programs to its lllinois customers that it had offered its lowa customers for many
years. In May 2008, in Docket 08-0107, the ICC approved MidAmerican’s pilot energy efficiency plan.

lllinois’ natural gas EEPS was authorized through Public Act 96-003, 220 ILCS 5/8-104 (Senate Bill
1918). The Act requires natural gas utilities with more than 100,000 customers to implement cost-
effective energy efficiency measures that meet at least the following natural gas savings requirements
(based upon the total amount of gas delivered to retail customers during calendar year 2009 multiplied by
the applicable percentage):

(1) 0.2% by May 31, 2012;

(2) an additional 0.4% by May 31, 2013, increasing total savings to .6%;

(3) an additional 0.6% by May 31, 2014, increasing total savings to 1.2%;

(4) an additional 0.8% by May 31, 2015, increasing total savings to 2.0%;

(5) an additional 1% by May 31, 2016, increasing total savings to 3.0%;

(6) an additional 1.2% by May 31, 2017, increasing total savings to 4.2%;

(7) an additional 1.4% by May 31, 2018, increasing total savings to 5.6%;

(8) an additional 1.5% by May 31, 2019, increasing total savings to 7.1%; and

(9) an additional 1.5% in each 12-month period thereafter.

The utilities were required to file plans by October 2010 and will file every three years. The programs are
to serve all rate classes. Very large customers that satisfy specific criteria can be certified as exempt
from paying the tariff rider. These “self-directing” customers will pay for their own energy efficiency
measures.

The first round of EEPS programs will start June 1, 2011. The natural gas utilities will be responsible for
overseeing the design, development, and filing of their efficiency plans with the Commission. Each utility
is to utilize 75% of the available funding associated with energy efficiency programs approved by the

Commission, and may outsource various aspects of program development and implementation. The
remaining 25% of available funding will be used by the Department of Commerce and Economic
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Michigan
Summary

Massive changes occurred in Michigan in 2009 as the state expanded its energy efficiency
programs.

Structure

Michigan initiated many natural gas energy efficiency programs for customers in all sectors at the
end of 2009. In 2008, Public Act 295, Subpart “B,” required rate-regulated natural gas distribution
utilities to file Energy Optimization (EO) plans with the Commission. The Michigan Public Service
Commission issued six orders for natural gas companies: Consumers Energy Company (U-
15889), Michigan Consolidated Gas Company (U-15890), Michigan Gas Utilities Corporation (U-
15891), Northern States Power Company—Wisconsin (Xcel) (U-15892), SEMCO Energy, Inc. (U-
15893), and Wisconsin Public Service Corporation (U-15894).

Low-income plans have been required since 2000 by section 10d(6) of the Customer Choice and
Electricity Reliability Act. Low-income programs are funded by electric utility securitization
financing. Revenues generated under the Detroit Edison Company’s interim rate relief order
issued February 20, 2004 and final rate order issued November 23, 2004 (U-13808) and
Consumers Energy Company’s final rate orders issued December 22, 2005 (U-14347) and
November 21, 2006 (U-14547) have also been devoted to funding low-income programs.

The funds for the new energy optimization programs are collected from residential customers
through wvolumetric charges and from nonresidential customers through per meter charges.
Utilities may request financial incentives for exceeding their energy optimization performance
standards. The total amount of these financial incentives are limited to the lesser of the following
amounts: (a) 25 percent of the net cost reductions experienced by the utility’s customers as a
result of the energy optimization plan or (b) 15 percent of the utility’s actual energy efficiency
program expenditures for the year. Utilities can also make use of decoupling to recover their
costs once they are investing 0.5 percent of their total natural gas retail sales revenues in energy
optimization. There are no decoupling mechanisms or incentives built into the low-income
programs.

Several utilities will administer their own energy optimization programs and will hire contractors to
provide them, while others will work with an administrator selected by the Michigan Public Service
Commission. Low-income programs are currently administered by issuing a request for proposals
and selecting nonprofit organizations to implement the programs.

Results

Since Michigan initiated its larger scale programs in 2009, the budget increases considerably in
that year. Currently no energy savings data is available.
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