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EXECUTIVE SUMMARY
PacificNorthern Gas Ltd. and Pacific Northern Gas (N.E.) Ltd. (collectively, PNG) is seeking the British Columbia

Utilities Commission’s acceptance pursuant to section 44.2(3) of the Utilities Commission Act (UCA) of the
Demand Side Measure (DSM) expenditures schedule as set outin the following table.

PNG DSM Expenditure Schedule (2015 - 2018)

Total 2015 - 2018 2015 2016 2017 2018

$1,240,266 $67,000 $400,203 $362,639 $410,424

Summary intervener positions are:

e BCSustainable Energy Association and the Sierra Club of British Columbia (BCSEA) support Commission
acceptance of PNG’s 2015-2018 DSM expenditure schedule. BCSEA note that, while PNG’s proposed
DSM expenditureschedule is fora portfolio that focuses on programs aimed at the adequacy
requirements of the DSM Regulation, the portfolio doesinclude the addition of programs aimed at
commercial customers. BCSEA applaud these improvements to the portfolio, and encourage PNGto
considerapplying forfunding of new programs or expansions of existing programs during the 2015-2018
periodif the conservation potential review results supportit.

e British ColumbiaPensioners’ and Seniors’ Organization, Active Support Against Poverty, BC Coalition of
People With Disabilities, Counsel of Senior Citizens’ Organizations of BC, and the Tenant Resource and
Advisory Centre (BCOAPO), subject to concerns regarding the mannerin which PNG proposesto allocate
DSM costs, also support PNG’s proposal as beingafirst start into providing DSMinits service territory.

Key Panel findings and determinations

The Commission Panel approves PNG’s 2015-2018 DSM expenditure schedule and the programs containedin
the Applicationasaninitial first step only. Despite the acceptance of the proposed expenditures, the Panel is
concerned about the cost-effectiveness of PNG’s DSM expenditures and the lack of broad opportunities for
PNG’s customers to participate in DSM programs. The Panel therefore encourages PNGto file supplemental
DSM expenditureschedules for funding of new programs (orexpansion of existing programs) duringthe
2015-2018 periodif/asidentified by the conservation potential review and/orotherinvestigation.

Lookingto future DSM filings, the Panel provides a number of recommendations and directives for expanding
the scope and breadth of PNG’s DSM programs and improving the effectiveness of the portfolio, including (but
not limited to):

e Findingopportunities to offer programs aimed at new construction;

e Findingopportunities to expand funding to under-served customer segments, including industrial and
residentialcustomers not covered by PNG's adequacy programs; and

e Reducingthe disproportionate share of total portfolio costs accounted for by enabling activities, both by
expandingthe programming elements and by betterallocating overhead costs toindividual programs
where possible.

(i)



The Panel approves PNG’s proposals forreallocating expenditures amongst DSM programs and between
program years.

The Panel approves the creation of a rate base regulatory asset deferral account to capture DSM expenditures,
to be amortized overa five year period, as opposed to the ten year period requested by PNGin the Application.
PNG arguesthat a tenyear amortization most appropriately matches the expected average benefit life of the
DSM programs. However, the Panel puts significant weight on the fact that Enabling Activities, and Conservation
Education and Outreach comprise the overwhelming majority of the total DSM budget, and affording these costs
aten yearamortizationis notreasonable from a perspective of matching total benefits to total costs.

The Panel accepts PNG’s proposed evaluation measurement and verification (EM&V) approach as being
adequate forthis nascent DSM program but looks forward to a parallel evolution of PNG’s EM&V planningin line

with the anticipated expansion of its DSM program offerings.

The Panel has setan annual reporting structure, beginning with areportin April of 2017.



1.0 INTRODUCTION
11 Application and orders sought

PacificNorthern Gas Ltd. has a western division (PNG-West) that owns and operates a natural gas transmission
and distribution system in west central British Columbia (BC). PNG-West serves approximately 20,400 natural
gas customers as well as approximately 150 propane customers in the community of Granisle, BC. Pacific
Northern Gas Ltd. is also the parent company of Pacific Northern Gas (N.E.) Ltd. [PNG(N.E.)] which owns and
operates natural gas distribution systems and a gas processing plantin northeastern BCand provides service to
approximately 20,000 natural gas customersinthe communities of Fort St. John, Dawson Creek and Tumbler
Ridge. PNG(N.E.) maintains separaterate schedules for both the Fort St. John/Dawson Creek (FSJ/DC) Division
and the Tumbler Ridge (TR) Division.

OnJune 26, 2015, PacificNorthern Gas Ltd. and PacificNorthern Gas (N.E.) Ltd. (collectively, PNG) filed with the
British Columbia Utilities Commission (Commission) an Application for Acceptance of the 2015 Consolidated
Energy Management and Efficiency Program Funding Plan (PNG DSM Expenditure Application, or Application),
pursuantto section 44.2 of the Utilities Commission Act (UCA). Specifically, PNGis requesting acceptance and
approval of the following:

i demand side measure (DSM) expenditures of up to $67,000 for 2015, up to $400,203 for 2016, upto
$362,639 for 2017, and up to $410,424 for 2018;

ii. allowingPNGflexibilityinthe reallocation of expenditures amongst DSMprograms and between
program years, subject to the total amount spent by PNGon DSM activities between the date of
approval and 2018 not exceeding the total amount of $1.240 million soughtinthe Application,
unless otherwise approved by the Commission;

iii.  thatall expendituresassetoutinthe Application be recordedin arate base regulatory asset
deferral account; and

iv.  thattheamortization period be setat 10 years for all expenditures charged to thisregulatory asset
deferral account.”

1.2 Legislative framework

PNG isseekingacceptance of the Application undersection 44.2 of the UCA. Subsection 44.2(3) of the UCA gives
the Commission the discretionto eitheracceptthe expenditure schedule, if the Commission determines thatto
carry it out would be inthe publicinterest, ortorejectit, subjecttothe discretion giventhe Commissionin
subsection 44.2(4) to accept or reject a part of an expenditureschedule.’

Section 2 of the Clean Energy Act (CEA) sets out BC's energy objectives. Those most relevant to this proceeding
include:

(b) to take demand-side measures and to conserve energy;

1 L
ExhibitB-1, pp. 1-2.
2 http://www.bclaws.ca/Recon/document/ID/fre eside/00_96473_01#section44.2.



(g) to reduce BC greenhouse gas emissions ...;

(h) to encourage the switching from one kind of energy source or use to anotherthatdecreases
greenhouse gas emissions in British Columbia.’

In addition, page 5of the 2007 BC Energy Plan: A Vision for Clean Energy Leadership states: “...the plan supports
utilitiesin British Columbia and the BC Utilities Commission pursuingall cost-effective and competitivedemand
side management programs” and “ensure a coordinated approach to conservation and efficiency is actively
pursued in British Columbia.”

The Demand-Side Measures Regulation, BC Reg. 326/2008 (DSM Regulation), defines the DSM cost-effectiveness
teststo be used by the Commission in evaluatinga DSM expenditure schedule under subsection 44.2(5)(d) of
the UCA.

13 Regulatory process

Upon receipt of the Application,the Commission established a written hearing process forthe review of the
Application with two rounds of information requests. In this proceeding, British Columbia Pensioners’ and
Seniors’ Organization, Active Support Against Poverty, BC Coalition of People With Disabilities, Counsel of Senior
Citizens’ Organizations of BC, and the Tenant Resource and Advisory Centre (BCOAPO) and BCSustainable
Energy Association and the Sierra Club of British Columbia (BCSEA) registered as interveners.

1.4 Previous Commission decisions

By Order G-60-13 with Reasons for Decision dated April 18,2013, the Commission accepted the PNG(N.E.) 2012
Resource Plan pursuantto section 44.1(6) of the UCA, with the exception of the DSM part of the plan. Pursuant
to section 44.1(7) of the UCA, the Commission directed PNG(N.E.) to resubmitthe DSM part of the 2012
PNG(N.E.) Resource Plan atthe same time as PNG submitsits resource plan forthe PNG-West pipelinesystem.

In the PNG-West 2014 Resource Plan and DSM Resubmission application, PNG proposed alimited initial DSM
portfolio, with programs focused onthe sectorsidentified in section 3 of the DSM Regulationregarding
adequacy. PNGsubmitted that “thisis a good starting pointinthat the company can comply with the regulations
and assess market acceptance of these programs before expandingits DSM portfoliobeyond section 3
requirements.”* By Order G-140-14, the Commission accepted the 2014 DSM Plan “as an initial firststepin
conservation programs for PNG-Westand PNG (N.E.),” and provided additional determinations and guidance in
the Reasons for Decision contained in AppendixA to the order.’

3 http://www.bclaws.ca/civix/document/id /complete/statreg/10022_01#section2.

* PNG 2014 Resource Plan forthe PNG-West Pi peline System and PNG (N.E.) Resubmission of the DSM Portion ofthe 2012 Resource Plan
for PNG (N.E.) Pipeline Systems (PNG 2014 Resource Plan & DSM), Order G-140-14 dated September 16, 2014, Reasons for Decision,
p.12.

> PNG 2014 Resource Plan & DSM, Order G-140-14 dated September 16, 2014, Appendix A, p. 13.



2.0 REVIEW OF THE DSM PORTFOLIO

2.1 Approach used

Subsection 44.2(5) of the UCA sets out four matters that the Commission “must consider” in determining
whetherto accept a DSM expenditureschedule asinthe publicinterest:

e themostrecentlong-termresource plan (LTRP) filed by the utility undersection 44.1;
o whetherthe demand-side measures are cost-effective within the meaning prescribed by regulation;
e theapplicable of British Columbia’s energy objectives; and

e theinterestsof personsin BCwhoreceive or may receive service fromthe utility.

The following discussion provides the reader with an overview of where in this Decision the Paneladdresses
each of these fourfactors.

Consistency with the mostrecent LTRP

In the PNG-West 2014 Resource Plan and PNG(N.E.) DSM Resubmission application, PNG proposed alimited
initial DSMportfolio with programs focused on the sectors identified in section 3 of the DSM Regulation.

Order G-140-14 acceptedthe DSM Plan “as an initial first step” only, with various determinations and guidance
provided.® The table belowshow where in this decision these determinations and guidance have been

considered.

Table 1: Consideration of the most recent long-term resource plan (G-140-14)

G-140-14 Determination/Guidance Where considered in this
Decision
1. | Commission Panel therefore accepts the DSM Planas aninitialfirststepin Section 2.2

conservation programs for PNG-West and PNG(N.E). ... Whilethe Commission Panel | Overall size of the funding

accepts the DSM planas presented, ithas concerns related to the DSM proposal ... envelope
(page 13)
2. | PNG is encouraged to pursue partnerships with BCHydro and FEI to design and Section 3.4
deliver programs and reduce costs. (page 13) Program delivery partners
3. | ...the Panel urges PNG to consider all potential economic alternatives,including Section 2.5.1
outsourcing, for DSM implementation. (page 13) Effectiveness
4. | ..without a specific ExpenditureSchedule and associated evidence on the DSM Section 3.1
programs flowing from the Schedule, itis unableto make a determination with Adequacy

respect to whether the DSM programwill meet the adequacy requirements of the
DSM Regulation (page 14)

5. | ...the Panel directs PNG to includethe results of its research and analysis of the Section 3.2.2
applicability of an efficient boiler program for multi-unitresidential buildingsin the Efficient Boiler Program
PNG-West and PNG(N.E.) serviceterritoriesinthe DSM Application.(page 14)

® PNG 2014 Resource Plan & DSM, Order G-140-14 dated September 16, 2014, Appendix A, pp. 12-13.



G-140-14 Determination/Guidance Where considered in this
Decision
6. | ...the Panel directs PNG and PNG(N.E.) to includethe detailed results of the cost- Section 2.3
effectiveness evaluation of the DSM Programs inthe DSM Application, Cost-effectiveness

demonstrating how the DSM portfolio meets the cost-effectiveness requirements of
section 4 of the DSM Regulation. (page 15)

7. | The Commission Panel directs PNG to includeinits DSM Application a description Section 4.1
andjustification of the cost allocation methodology by which to divide program Costallocation
budgets to each servicearea. (page 16)

8. | The Panel acknowledges PNG’s proposal to defer DSM expenditures and amortize Section 4.3
them over a multi-year period; however the Panel defers any determination on the Accounting treatment and
amortization period to the Commission Panel thatconsiders PNG’s DSM Application | utilityincentives

and Expenditure Schedule. (page 17)

Cost-effectiveness of DSM

Considerations of whetherthe DSM measures are ‘cost-effective within the meaning prescribed by regulation’
are addressedinsection 2.3 (Cost-effectiveness framework and input assumptions).

British Columbia’s energy objectives

The BC energy objective to take demand-side measures and reduce BC green-house gas emissions, and the 2007
BC Energy Plan that supports pursuit of all cost-effectiveand competitive demand side management programs
are consideredin Section 2.2 (Overall size of the funding envelope). BCemissions reduction and fuel switching
objectives are further consideredin Section 2.4(Other BC’'s energy objectives).

Interests of personsin BC

These considerations are addressed in section 2.5 (Interests of personsin BC).
2.2 Overall size of the funding envelope

PNG requested $1.240 millionin DSMfunding over 4 years.” In undertaking a review of the overall size of PNG's
proposed DSM funding envelope, the Panelconsidered: (i) the Commission’s acce ptance of the 2014 PNG DSM
Planin Order G-140-14 as an ‘initial first step only’; (ii) the BCEnergy Plan support for utilities to pursue all cost -
effectiveand competitive DSMprograms; and (iii) BC’s energy objectives to take demand-side measures and
reduce BC green-house gas emissions.

PNG estimated that the proposed DSMfunding envelope represents approximately 0.54% of distribution
revenues.® Comparison of this estimate with data provided in the same Information Request (IR) response
indicates thatthislevelis approximately five times lower than that of FortisBC Energy Inc. (FEI) and the average
of other Canadian gas utilities reported.” PNG anticipates that the DSM programs will in aggregate resultin

7 ExhibitB-1, p. 1.
& Exhibit B-6, BCUCIR 2.4.2.
° Ibid.
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3,019 GJ inreduced energy consumption over4years. ° This represents 0.02% of PNG’s GJ natural gas sales, as
comparedto a 0.77% of sales levelachieved by gas utilities in the US and Canada,"" (greater by a factor of 35).

PNG acknowledges thatits schedule of DSMexpenditures is modestin comparison to other utilitiesin North
America. However, PNG submits that such a comparison does not take into consideration the maturity of other
utilities’ DSM programs.™

Thisis PNG’sfirst DSM expenditure application, and PNGsubmits thatitarrived at its overall DSMfunding
request by developinga portfolio that meets the requirements of section 3 of the DSM Regulation and includes
additional programs thatimprove the cost-effectiveness of the overall DSM portfolio.”* PNG states that its
modest launch of DSM programs has been made in consideration of the cost-effectiveness of the programs and
the small numberof customersinits service territories, and represents an appropriate and measured initial
response to the Commission’s direction to give consideration to DSM.™*

PNG furtherstates thatit has committed to participate inthe joint BC conservation potential review (CPR) and
expects that the results of this exercise will be availablein the first quarter of 2016.*> PNG explains that the
purpose of the CPR isto develop estimates of electricity and natural gas conservation potential in BC, including
analyzing abroad range of energy-saving technologies and behaviour/lifestyle changes. PNG states that this
information will be used to provide input for future DSMPlans and to develop new conservation
programs/modify existing ones.*® PNG submits that, overthe longterm, its DSM Plan should evolve to achieve
all cost-effective DSMsavings and that it intends to add other cost-effective programs toits portfolio based on
the results of the CPR and otherstudies."’

PNG submits thatit has not identified other cost-effective DSMprograms at this time, and that it did not
specifically ask FElif FEI could expandits DSM programs into PNG’s service territory underthe FElbrand ina
similar mannerthat the City of New Westminster has done with BC Hydro for Power Smart Programs. *®

BCOAPO considerthat PNG’s DSM Application is modest, however overallthey support the program portfolio
put forward by PNG as beinga first start into providing DSMin its service territory . BCOAPO “strongly support”
PNG working with BC Hydro and FEI to deliver DSM programs. *°

BCSEA note that PNG has prepared the 2015-2018 DSM portfolio on the basis of industry experienceratherthan
a CPR, but consider this approach acceptable given that completinga CPR would take more time than was
available.”® BCSEA submit that, while they would have preferred to see amore robust DSM portfolio proposed

% Exhibit B-1, p. 10.

" Exhibit B-6, BCUCIR 2.4.1.

2 PNG Final Argument, p. 8.

B bid.

“Ibid. p. 4.

> Exhibit B-5, BCSEAIR1.6.1, 1.6.2.

'8 Exhibit B-6, BCUCIR 2.6.1.2.

7 Exhibit B-3, BCUCIR 1.7.1; Exhibit B-5, BCSEA IR 1.5.2.1.
'8 Exhibit B-5, BCSEA IR 1.5.3; Exhibit B-6, BCUCIR 2.6.2.
' BCOAPOFinal Argument, pp. 2-3.

2 BCSEA Final Argument, p. 3.
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by PNG, they are willing to support PNG’s current proposal as a first step in deliveringa DSM portfolio.*' BCSEA
furthersubmitthat PNG should apply for more spendingif DSMopportunities arise during the 2015-2018
period, and emphasise the importance of PNGvigorously pursuing the DSM portfolio, including by actually
spending the approved funds (assuming cost-effectiveness).””

Commission discussion

The Panel accepts this DSM expenditure schedule for 2015-2018, but viewsit as an initial first step only. The
Commission Panelnotesthat PNG’s DSM proposed spending (as a percentage of GJ sales and revenues)is
significantly less than DSMexpenditures by other utilitiesin North America. However, the Panel gives weight to
the fact that thisis PNG'sfirst foray into offering DSM programs to its customers and that the results of the joint
BC conservation potential review will not be available until 2016. In addition, PNGrequires Commission
acceptance of its proposed DSM Expenditure Schedule to be able to proceed with the programsthatit has
proposed.

The Panelisencouraged by PNG’s submission that, overthe long-term, its DSMPlan should evolveto achieve all
cost-effective DSMsavings.

The Panel encourages PNGto make supplemental DSMexpenditure applications to the Commission atany time
duringthis periodif/asitidentifies additional cost-effective DSM programs and gains experience with the
programsit has proposed.

Further, to the extent PNGfinds that the small number of customersinits service territories makes it difficult to
identify cost-effective DSM programs that would bring DSM fundinglevels more in line to those of other
jurisdictions, the Panel urges PNGto considerall potential economicalternatives, including outsourcing, for DSM
implementation.

23 Cost-effectiveness framework and input assumptions

2.3.1 Cost-effectiveness framework

Section 4 of the DSM Regulation generally requires that individual demand side measures or the portfolioasa
whole are cost-effective from a BC perspective (i.e. they provideanet benefitto BC). The DSM Regulation sets
out two variations of the test that the Commission must use to measure whether demand side measures
provide anetbenefitto BC:

e The Total Resource Cost (TRC) test, which compares the benefits of the avoided supply costs to the total
costs of the demand side program, including both the participants'and the utility's costs (i.e. avoided
supply costs divided by total DSM program costs); and

e Inthe case of gas utilities, up to 33 percent of the total DSM funding caninstead be evaluated usingthe
modified Total Resource Cost (mTRC) test, which differs fromthe TRCtestin that it specifies how
externalities (environmental and non-energy benefits) are to be included in the numerator.

2 bid., p. 9.
2 |bid., pp. 3, 9.
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The Commission has the optionto eitherapply the TRC/mTRCtest to eachindividual program, orto apply the
testto the portfolioasa whole. ATRC/mTRC result of greater than one indicates that BC benefits exceed
BC costs.

For those components of the DSM portfolio that pass the mTRC test but notthe TRC test, the DSM Regulation
alsoallows (but does notrequire) the Commission to reject programs where itis cheaperforthe utility tosupply
the additional energy to customers ratherthan undertake a DSM program to encourage customers to use
energy more efficiently. Thisis measured by the Utility Cost Test (UCT) which compares the utility’s avoided
supply costs to the cost of the DSM program (incentive and utility administrative costs). A UCT result of greater
than oneindicates that utility benefits exceed utility costs overthe long term.

2.3.2 Inputassumptions

Avoided supply costs

The benefitsincluded inthe TRC are the avoided cost of gas (priced in accordance with PNG’s commodity price
forecast) and the avoided carbon tax. PNG has included the value of the avoided carbon emissions as a benefit
inthe TRC, based onthe current level of the BC carbon tax. PNG considers that the BC carbon taxis the only
actualized valuation available of the impact of greenhouse gas emissions resulting from the combustion of fossil
fuels, specifically natural gas in this case.?® PNG submits that it did not include avoided capacity costs as a
benefitbecause: PNG does not expect capacity constraints onits PNG-West system; the avoided capacity cost
on the PNG(N.E.) system is expected to be small; and modest energy savings are expected fromits DSM
programs.”*

Discountrate and program life

In the FortisBClInc. (FBC) 2015-2016 DSM Decision, the Commission directed FBCto review the TRCdiscount rate
assumptionsinthe next DSMexpenditure request. PNG submits that the choice of discount rate and the time
period may have a significantinfluence onthe results of the tests, and thatit has used its consolidated pre-tax
weighted average cost of capital as the inflation adjusted discount rate for the TRC/mTRC and the UCT.” PNG’s
assumed measure life (the length of time over which PNG’s demand-side measures will generate energy savings)
isbased on similar programs offered by FEI, information from Food Service Technology Centre and Ontario
Energy Board approved DSM assumptions.>®

Non-energy benefits

Non-energy benefits reflect benefits a customerreceives frominstallation of ademand side measure thatare
not related toreduced energy consumption, such asincreased comfort, noise reduction and health benefits. For
low-income customers, the DSM Regulation requires a40 percent upliftinthe value of benefits toreflectnon-
energy benefit. For other DSM programs using the mTRC, the value of non-energy benefits can be individually
determined, orsetat a deemed non-energybenefits value provided it does not increase total portfolio benefits
by more than 15 percent.

2 Exhibit B-3, BCUCIR 1.28.2.

* Exhibit B-1, p. 27; Exhibit B-5, BCSEA IR 1.16.1.
2 Exhibit B-1, p. 25.

%% Exhibit B-3, BCUCIR 1.21.3.
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For low income programs, PNG has applied the 40 percent adderto reflect non-energy costs.”” PNG has also
increased the benefits of its other programs usingthe mTRC by a deemed value of 16 percentsoas to achieve a
15 percent non-energy benefitadderforthe portfolio as a whole.”®

DSM program costs

DSM program costs include both the participants’ and the utility’s costs.”” PNG’s incentive levels (an input to the
UCT) are based on discussions with BC Hydro and FEI, and industry participants’ cost of equipmentand
installation cost.*°

Free ridership and spillover

In estimating energy savings from DSM programs, savings can be adjusted downwards for free riders (persons
who would have undertaken the demand-side measure anyway without an incentive) and adjusted upwards for
spillover effects (where aperson undertakes ademand-side measureas a result of a DSM program, but does not
actively participate in the DSMprogram).

PNG has estimated free ridership rates forits DSM programs only and has not estimated spillover effects. A
comparison of free ridership rates to those of similar programs offered by FEl is shownin the table below:

Table 2: Free ridership Assumption Used by PNG compared to FEI*!

PNG Free ridership rate FEI Free ridership rate
Low-income ESK 0% 27%
Low-income ECAP 0% 4%
Rental — ESK 0% 10%
Rental — Domestic Hot Water 0% 5%
Commercial — Pre-Rinse Sprayer 12% 18%
Commercial — Boiler Replacement 0% 18%

PNG submitsthat, ingeneral, PNG’s free ridership rates are lowerthan FEI’s as PNG does not have any data from
participant surveysand so has assumed a 0% free ridership rates forresidential programs. For PNG’s low income
energy savingkits (ESK), low-income energy conservation assistance program (ECAP), and rental ESK programs,
PNG assumed afree ridership rate of 0% and reduced the energy saving estimates. PNG submits thatit used
data from Statistics Canada on the market penetration of some ESK measures to reduce the energy saving
estimates and, in that manner, accounts for the free ridership effect inits cost-effectiveness test calculations.?

7 |bid., BCUCIR 1.25.1.

%8 |bid., BCUCIR 1.4.3.

2 Exhibit B-1, p. 26.

%0 Exhibit B-3, BCUCIR 1.21.4.
* Ibid., BCUCIR 1.21.1.

2 |bid., BCUCIR 1.27.3.



PNG’sfree ridership assumption for the waterheater rental program and commercial boilerreplacement
program were based on a survey of apartmentand commercial buildings. PNG's pre-rinse sprayer program’s
free ridership assumption was based onfood service technology centre and the Ontario Energy Board approved
DSM assumptions forits food services.*?

BCOAPO submitthat PNG’s assumed free ridership of 0% is too low, and makes PNG’s DSM programs seem
more cost-effective than they are. BCOAPO recognize, however, that PNG has adjusted the benefits to some
extent to reflect that there will be some free ridership, and accept PNG’s proposal on this point.**

Commission determination

The Panel has reviewed PNG’s input assumptions and considers them reasonable, subject to the commentson
discount rates and free ridership rate assumption below.

Regarding PNG’s submission that the discount rate used forthe TRC/mTRC can have a significantinfluence on
the results, the Panel considers that, given the start-up nature of PNG’s DSM portfolio, discount rates are nota
decisive issue forthis filing. However, the Panel notes that FBC has been directed by the Commission to review
the TRC/mTRC discount rate assumption intheir next DSMexpenditure request, and encourages PNGto
considerthe results of thisreview in PNG’s next DSM expenditure schedule filing.

With regard to assumptions forfree rider and spillover effects, the Panel directs PNG to include in future DSM
expenditure requests, estimates of free rider and spillover effects for each DSM program together with
justification used to support these estimates. PNGshould use reliable assumptions that are supported by
credible sources andis encouragedtoreference otherjurisdictions for benchmarking purposes.

While free riderand spillover effects may not substantively impact the TRC/mTRC results, they are important
whenitcomesto the UCT. A program with a high free rider rate raises a concern that the utility’s DSM program
is not sufficiently targeted towards itsintended audience, henceincurring unneeded costs. A program with a
high spillover rate, by contrast, indicates that the DSM program is being successful at generating yet additional
BC benefits that have not otherwise been quantified.

The Panel therefore considersitimportant for PNG to make reasonable efforts to estimateand monitorthe free
rider effect of its proposed DSM program, both to assistin effective program design and to better calculate the
UCT result. The Panel recognizes that spillover rates can be harderthan free ridership to estimate, butis also
concernedthat excluding recognition of spillover estimates could resultin the rejection of otherwise cost-
effective DSMprograms.

The Panel also has concerns with PNG’s approach of reducing measure energy savings estimates as a proxy to
account forthe free ridership effect. Replacingavariable (freeridership) that primarily affects the UCTwith a
variable (energy savings) that affects both the UCT and TRC/mTRC could resultinincorrectly and artificially
lowering TRC/mTRCvalues, potentially to the point where an otherwise attractive programisincorrectly valued

* Ibid
** BCOAPO Final Argument, p. 5.
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at a level below one and thus rejected. Measure energy savings and free rider effects are different concepts with
different effects on the cost-effectiveness tests and must be accounted for separately.

The Panel therefore finds that PNG’s methods for estimating free rider and spillover effects and incorporating
themintoits cost analysis are not robust. However, in light of the start-up nature of the DSM portfolio, they are
considered acceptableasaninterimapproach. The Panel expects PNGtoimprove this aspect of its program cost
analysisinfuture filings.

2.3.3 Cost-effectiveness of the portfolio

PNG submits thatthe portfolio meets the cost-effectiveness criteria of section 4 of the DSM Regulation onthe
basis of the portfolio weighted mTRC and the portfolio’s conformance with the section 4(1.5) spending cap.*

The Commission has the optionto eitherapply the TRC/mTRCtest to eachindividual program, orto apply the
testto the portfolioasa whole.

e Onanindividual program basis, every program proposed by PNG hasan mTRC of greaterone, and
23.3 percent of the total expenditure is spenton programs that are subject tothe mTRC cap, well
underthe 33 percent spending cap defined by section 4(1.5) of the DSM Regulation.?®

e On a portfoliobasis, the overall TRC/mTRC forthe portfoliois 0.64. 37

Table 3 below shows the cost-benefit test results by program:

Table 3: Program and Portfolio Cost-benefit Test Results®®

Measure Gas Savings Cost-Benefit Tests Costs Applied to Cap
TRC w. s 4(2) Subject to

Sector Name Gl TRC 40% Adder mTRC mTRC Cap? | TRC/mTRC $ Portion
Low Income ESK 4,575 1.01 1.42 7.28 N 101]5 - 0.0%
Low Income ECAP 4,524 0.42 0.59 3.00 Y 3.00($ 39,500 3.2%
Rental ESK - Rental Buildings 9,360 0.28 NA 1.67 Y 167 |5 141,800 11.4%
Rental Domestic Hot Water - Rental Buildings 11,520 0.24 NA 1.45 Y 145| 5 88,300 7.1%
Commercial Pre-Rinse Sprayers 2,376 0.57 NA 3.46 Y 346 | 5 19,050 1.5%)
Commercial Boiler Replacement 57,280 1.07 NA 6.31 N 1L07|5S - 0.0%,
Education K-12 - - NA - N - S - 0.0%)|
Education Post Secondary - - NA N S 0.0%,
Outreach Community Engagement - - NA N S 0.0%
Admin Enabling Activities - - NA - N - S - 0.0%
Portfolio Total 89,635 0.22 133 0645 288650 23.3%|

PNG submits that the administrative costs and costs of the conservation education and outreach activities, to
which no energy savings are directly attributed, comprise two thirds of the total DSM expenditures. AsPNG
increases the scale of its DSM activities, the relative spending on administration, and conservation education
and outreach activities is expected to decrease, thereby increasing the TRC of the portfolio. >

% PNG Final Argument, p. 6.
* Ibid., p. 6.

37 Exhibit B-6, BCUCIR 2.14.1.
* Ibid.

*Ibid., p.7.
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BCSEA submit that they expect PNG will actively pursue reasonable expansion of its DSM portfolio beyond the
initial “first step” scale, so as to achieve more cost-effective energy savings while maintaining an acceptable
portfolio TRC.*

Commission determination

The Panel determines that PNG’s DSM portfoliois not cost-effective. Thatsaid, the Panel accepts PNG’s DSM
portfolio for reasons stated below.

Notwithstanding that each of the six DSM programs pass the TRC/mTRCtest on an individual program basis, the
overall portfolio weighted TRC/mTRC result of 0.64 is clearly not cost-effective. As discussed more fully in
section 3.3 (Enabling Activities), this discrepancy arises due to the significant level of overhead in PNG’s portfolio
that has not been allocated toindividual programs.

While the Panel does not considerthat PNG’s DSM portfoliois cost-effective, the Panel notes that cost-
effectivenessis notanecessary condition, but ratheris only one of many considerationsin determining whether
the DSM programsincludedinthe portfolioare inthe publicinterest. In deciding to acceptthe DSM portfolio,
the Panel tookinto account that PNG’sindividual programs are cost-effective (i.e., PNGis encouraging
customers to make efficientinvestment and consumption decisions from a BC perspective), and that the poor
portfolio level cost-effectiveness result arises from the high level of overhead inrelationto the size of PNG’s
DSM programs, which the Panel expects PNGtoimprove overtime.

The Panel therefore encourages PNG to make supplemental DSMexpenditure applications to the Commissionas
additional cost-effective DSMprograms are identified, such that the DSM expenditure scheduleis cost-effective
on a portfolio basis. The Panel directs PNG in its next DSM expenditure schedule application to demonstrate
how the DSM portfolio meets the cost-effectiveness requirement of section 4 of the DSM Regulation.

2.4 Other British Columbia’s energy objectives

In undertaking areview of the PNG’s DSMexpenditureschedule, the Commission Panel considered the BC’s
energy objectivestoreduce greenhouse gas emissions and encourage the switching from one kind of energy
source or use to anotherthat decreases greenhouse gas emissions in British Columbia.

2.4.1 Emissionreduction objective

PNG submits thatits proposed DSMiinitiatives are designed to conserve natural gas, which willinturn reduce

BC’s greenhouse gas (GHG) emissions.*" PNG estimates that the cumulative GHG emission reduction from its
DSM portfolio at 323 tonnes by the end of 2018.*?

0 BCSEAFinal Argument, p. 9.
*1 Exhibit B-1, p. 19.
*1bid., p. 10.
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PNG used alternative values to quantify the benefits of these emission reductions:

e Avoidedemissionsare valued atthe avoided cost of the carbon tax (at the current level of $1.4898 per
gigajoule) in the TRC cost-effectiveness calculations;*

e themTRC allowsforthe use of zero-emission energy supply alternative (ZEEA) in determining the
avoided cost of energy for DSM; and**

e PNG(N.E.) assumesacarbon tax of $153/tonne in the competitive electricity scenarioinits 2015
resource plan.*

PNG states thatit has committedto participate inthe joint BCCPR currently underdevelopment by FBC, FEI and
BC Hydro. PNG expects that the results of this exercise will inform and support PNG’s next DSM expenditure
schedule filing.*®

Commission determination

The Panel directs PNG to specifically consider emission reduction benefitsin the 2016 CPR, and to include the
results of this analysisin the next DSM expenditure schedulefiling. The Panel considers thatin orderforthe
2016 CPR to identify all cost-effective and competitive demand-side measures, itisimportant that emission
reduction benefits are considered.

2.4.2  Fuelswitching

PNG submits thatifitbecame apparentthat a program to encourage switching from a high GHG emittingfuelto
alow GHG emitting fuel within PNG's service territory is feasibleand canimprove the cost-effectiveness of the
overall DSMportfolio, PNGmay seek Commission approval of funding for such a program duringthe course of
the current DSM expenditure schedule.*’

BCSEA support the concept of low carbon fuel switching, and request that the Commission direct PNGto explore
the opportunities forlow carbon fuel switching within its service territory during the course of the 2015-2018
DSM expenditureschedule and to develop and apply foracceptance of funding foralow carbon fuel switching
program if one is feasible and cost-effective.*®* PNG submits that direction from the Commission toinclude an
analysis of opportunities for low-carbon fuel switching programs based on the outcomes of the CPRis not
necessary. However, PNGis not opposed to such directions, but notes that there will be additional costs
associated with complying with any such directives.*’

In addition, PNGstates thatit does not planto offer DSM incentives to customers who switch from electricity to
gas as this could encourage switching from electricity to natural gas and so would be inconsistent with BC's fuel
switching objective.”

* ExhibitB-3, BCUCIR 1.28.1.

* Exhibit B-1, p. 29.

* ExhibitB-6, BCUCIR 2.15.0.

“ ExhibitB-3, BCUCIR 1.7.2.1.
4 Exhibit B-5, BCSEAIR1.15.2.
8 BCSEAFinal Argument, p. 11.
¥ PNG ReplyArgument, pp. 4-5.
>0 Exhibit B-3, BCUCIR 1.12.1.2.
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Commission discussion

The Panel notes that PNG has not proposed DSM programs to encourage switching from a high GHG emitting
fueltoalow GHG emitting fuel within PNG’s service territory. We also take note of PNG’s openness to exploring
these opportunitiesin the future,and that the soon-to-be completed CPR may shed additional lightin this
regard. Thus, while declining BCSEA’s request that the Panel direct PNG to explore whether such opportunities
existduringthe course of the 2015-2018 DSM period, we do encourage PNGto doso and to develop and apply
for acceptance of funding fora low carbon fuel switching programif one is feasible and cost -effective.

The Panelissupportive of PNG’s position not to offer DSMincentives to customers who switch from electricity
to natural gas, as this could encourage switching thatresultsinanincrease in greenhouse gas emissionsin BC
and so would be inconsistent with BC’'s fuel switching objective.

2.5 Interests of personsin BC

In consideringthe interests of personsin BCwho receive or may receive service fromthe utility, the Commission
Panel considered both the effectiveness and balance of PNG’s DSM portfolio:

o effectiveness - consideration of UCT results, addressing ‘lost opportunities’ (e.g., new construction)
and maintainingalevel of customerand trades engagement; and

e balance - providing broad opportunities for customers to participate, in particular for ‘hard to reach’
customers such as low-income groups and renters.

2.5.1 Effectiveness

The Panel’s portfolio level review of the effectiveness of PNG’s DSM portfolioincluded: (i) areview of the
average cost of energy savedin PNG’s portfolio, and (ii) areview of lost opportunities and potential missing DSM
programs. A review of the funding/UCT results by individual programis addressed in section 3.0.

Average cost of saved energy

PNG provided the following comparison of the portfolio cost of energy saved to that of gas utilitiesin other
jurisdictions:
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Table 4: Comparison of the cost of energy saved with other jurisdictions®*

Cost of Saved

Source
Energy ($/G)) |

Total Expenditures ($1.2 million from Table 1on
PNE Total s 13.84 page 1of the Application) / Total undiscounted
energy savings (89,635 GJ from Table 39 on page 55

of the Application)

FEI S 6.55 | Preamble to BCUCIR 1.19.1
ACEE Average S 3.32 | Exh.A2-3,p.30and BCUC2.4.3.1

s IndEco DSM Best Practices Report (Appendix A of
Cdn Utilities Average S 4.78

Appendix C to the Application)

PNG also estimated the DSM cost per GJ saved foreach year(2016: $18.48/GJ, 2017: $14.37/GJ; 2018:
$9.60/GJ).*

PNG calculatesincentives as a percentage of program costsas 15% in 2016, 22% in 2017 and 29% in 2018. This
compares to 58% for FEl and 60% to 85% for a 2014 ACEEE report estimated US average.”’

PNG submits that nearly half of the annual costs of the DSM program are related to enabling activities and are
fixed, regardless of the number of participants, and thata larger utility is expected to have much lowerfixed
costs ona percustomer basis.>* PNG submits that, as PNG’s DSM programs mature over subsequent periods,
PNG expectsits costs to fall further.”

BCSEA state they expect PNGto actively pursue reasonable expansion of the DSM portfolio beyond the initial
“first step” scale, so as to achieve more cost-effective energy savings while maintaining an acceptable portfolio
TRC.*®

Commission discussion

The Panel notes that the cost of PNG’s saved energy is significantly higherthan in otherjurisdictions, and
considersthatthisis primarily aresult of the small size of PNG’s DSM programs in relation toits fixed costs. The
Panel encourages PNGtoidentify and pursue additional cost-effective DSMprogramsin order toimprove the
effectiveness of the DSMportfolio, and to considerall potential economicalternatives for DSMimplementation.

> Exhibit B-6, BCUCIR 2.4.4.
>2 Exhibit B-3, BCUCIR 1.19.1.
> Ibid.

** Exhibit B-3,BCUCIR 1.6.2.
> Exhibit B-6, BCUCIR 2.4.4.
> BCSEAFinal Argument, p. 9.
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The Panel expects tosee a significantimprovementin PNG’s DSM portfolio effectivenessinthe next DSM
expenditure scheduleapplication.

Lost opportunities and missing programs

PNG identifies the following programs offered by FEI which are not offered by PNG:

Table 5: DSM Programs offered by FEI but not PNG>’

Program | TRC | mTRC | uTC
Residential
Energy Efficiency Home Performance (HERQ) 0.7 2.8 1.0
Furnace Replacement 0.5 1.5 0.9
Enerchoice Fireplace Program 2.2 n/a 1.0
ENERGY STAR Domestic Hot Water Technologies 0.4 1.8 0.9
Low Flow Fixtures / Domestic Hot Water Conservation 2.0 n/a 2.5
New Home Program 2.0 n/a 2.4
Commercial
Customized Equipment Upgrade 1.1 n/a 2.5
EnerTracker 0.9 n/a 1.2
Continuous Optimization 1.4 n/a 2.9
Commercial Energy Assessment 1.7 n/a 1.3
Industrial
Industrial Optimization | 13 | n/a | 1.7

PNG submits that FEI has been offering DSM programs for a number of years and has developed a full suite of
DSM programs over this period, and that the DSM portfolio proposedin the Application represents PNG’s first
endeavorinto developing and offering DSM programs.>®

PNG states that ‘lost opportunities’ are opportunities that, if not undertaken during the current planning period,
will nolongerbe available, theirimplementation will be substantially delayed, or will be substantially more
expensive toimplementinasubsequent planning period. PNG submits thatits proposed Commercial Boiler
Replacement programisintended to partially address ‘lost opportunities’ as the life expectancy of commercial
boilersistypically 20years or more and if a boileris notreplaced with amore energy efficient u nit, that
opportunityis lost formany years.>

PNG submits thatthereisa risk of ‘lost opportunities’ by not offeringaresidential new home program similar to
that provided by FEI, however PNG does not considerthatitis experiencing extensive housing starts and
therefore the size of the lost opportunityremains small (828 building permits wereissued in Fort St. John,
Dawson Creekand TumblerRidge in 2014). PNG submitsit may consider broader DSM programs, whichinclude
new construction programsinthe future.®

*7 Exhibit B-3, BCUCIR 1.21.2.

% Ibid.

** Ibid., BCUCIR 1.9.1.2.

% Exhibit B-5, BCSEA IR 1.9.1; Exhibit B-6, BCUCIR 2.9.3.
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PNG submits that, while it plans to support municipalities inits service territory inincreasing compliance with
the energy code, it cannot fund a municipal compliance officer as buildinginspectors and building code
enforcement officers are responsible for enforcing all aspects of the building code.®*

Commission determination

The Panel directs PNG to include the results of its research and analysis of the applicability of the programs
currently offered by FEIl in the next DSM expenditure schedule filing, and to specifically include a review of the
costs and benefits of offering ‘new construction’ program(s) to mitigate lost DSM opportunities.

The Panel accepts PNG’s position that the DSM portfolio proposed in the Application represents PN G’s first
endeavourinto developing and offering DSM programs, and so it is reasonable that the suite of programs
offered by PNGare narrowerin scope than that offered by FEI. However, the Panel encourages PNG, as it looks
to expandits DSM portfolio, to give particularattention to programs that address lost opportunities asadelayin
implementing these programs could resultin higher costsin subsequent periods.

The Panel also considers that, while enforcement of compliance with building code is within the jurisdiction of
municipalities, this does not preclude PNGfrom developinga DSM program to support municipalitiesin
reducing non-compliance where itis cost-effectivefor PNGto do so.

2.5.2 Balance

The Panel considered whether PNG’s DSM portfolio provides broad opportunities for customers to participate,
in particularfor ‘hard to reach’ customers such as low-income groups and renters. The Panel considers PNG’'s
targeting of ‘hard to reach’ customersin Section 3.1 (Programs designed to meet adequacy requirements). The
focus of thissectionistherefore on determining whetherthere isareasonable level of DSM programs offered to
each customerclass.

PNG submits thatit has expandedits proposed DSM programs forits initial DSM portfolio to more than the
minimum requirements of Section 3 of the DSM Regulation, which broadens the opportunities for customers to
participate. PNGsubmitsthat, asit evaluates the performance of its DSM offering and gains more expertisein
delivering DSMprograms, it anticipates thatit will expandits DSMportfolio to broaden opportunities for more
customers to participate in cost-effective DSM programs.®* Table 6 below shows PNG’s DSM expenditure for
each customerclass as a percentage of class revenue:

Table 6: PNG’s 2016 DSM expenditure by customer class as a percentage of revenue ®

Residential Commercial Other Total
PNG-West 0.5% 0.7% 0% 0.5%
FSJ/DC 0.6% 0.9% 0% 0.6%
TR 0.6% 0.2% 0% 0.4%

®! Exhibit B-6, BCUCIR 2.9.4.
%2 Exhibit B-3,BCUCIR 1.9.1.1.
® Exhibit B-6, BCUCIR 2.7.1.
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PNG statesthatit has not taken any steps to identify DSMopportunities forits industrial customers, however
based on the results of the forthcoming CPRit may considerindustrial DSM programs in the future. **

The proposed DSM portfolio does notinclude measures aimed at residential customers who are notlow-income
or renterslivingin the majority of housing types, i.e., single-family, duplex, and row house. PNG submits that
based on the results of the forthcoming CPR, PNG may consider broader residential DSMprogramsinthe
future.®®

BCSEA submit thatitwould be helpful forthe Commissiontodirect PNGtoinclude withitsnext DSM Plana
detailed analysis of DSMopportunities forlarge customers based on, among otherthings, the results of the joint
CPR that is now being conducted.®® PNG submits that direction from the Commission to include an analysis of
opportunities for DSM for large customers is not necessary.®’

Commission determination

The Panel directs PNG to include iniits next DSM Expenditure Application a review and discussion of whether
opportunities exist to cost-effectively expand DSM funding to under-served customer segments, specifically
industrial customers and residential customers not covered by PNG’s adequacy programs.

The Panel does not considerthat PNG should aim to have the same level of DSMspending as a percentage of
revenues across all customer classes, as the DSM portfolio should instead be an outcome of the planning
process. However PNGshould ensure thatits DSM portfolio provides broad opportunities for all customers to
participate and the Panel notes that PNG’s proposed DSM portfolio does not at present do this. Specifically,
there are no DSM programs for PNG’s industrial customers, and programs forresidential customers are limited
to programsrequired foradequacy.

The Panel considers that the existing suite of DSM programs is reasonable considering the start-up nature of
PNG’s DSM portfolio, however, PNGis expected to address the Panel’s concerns regarding the lack of balance in
PNG’s DSM portfolioin future filings.

2.6 Length of acceptance period

PNG has asked for acceptance of a DSM funding envelope covering the period 2015-2018.°® The Panel
considered whetherthe length of the funding period was in the public interest.

Alignmentwith the LTRP

Ideally, a utility should first file aLTRP and then file a DSM expenditure schedule undersection 44.2 of the UCA.
This allows the utility to receive guidance regarding the overall size and approach of the DSM funding pro posal
priorto filing the detailed DSM expenditure schedule. PNG has been directed by the Commissiontofile the next

*1bid., BCUCIR 2.8.2.1.

5 Exhibit B-5,BCSEAIR1.11.1; Exhibit B-6, BCUCIR 2.8.2.2.
% BCSEAFinal Argument, p.12.

 PNG ReplyArgument, p. 4.

% ExhibitB-1, p. 1.
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LTRP no laterthan April 8,2019.%° The Commission has also previously suggested that the next PNG DSM
expenditure filing be limited to atwo year period (2019 to 2020) to bringthe LTRP and DSM expenditure
schedule filings back into alignment.”

Alignmentwith the conservation potential review

The purpose of the CPRis to develop estimates of electricity and natural gas conservation potential in BC. PNG
has committed to participate inthe joint BCCPR, and expects thatthe results of this exercise will be availablein
the first quarter of 2016. *

Commission discussion and determination

The Panel considers that that acceptance of PNG’s DSM expenditure schedule forthe period 2015-2018 is in
the publicinterest.

From the perspective of improving alignment with PNG’s next LTRP filing, the Panelconsiders the most effective
approach isto approve this expenditurefiling to coverthe 2015-2018 period, with the expectation thatthe next
filing will coverthe 2019-2020 period.

The Panel also puts considerable importance on the start-up nature of PNG’s DSM proposal and the need for
assurance of stable DSM funding during the start-up period (i.e. arguing fora longer approval period).

That said, the Panel also notes that the results of the CPRwill be available to PNGwell before the end of the
currentfunding period. Hence, the Panelencourages PNG to apply for new programs (or expansion of existing
programs) during the 2015-2018 period, based on the results of the new CPR.

3.0 REVIEW OF INDIVIDUAL PROGRAMS

In additiontoreviewingthe DSMportfolio asa whole, the Panel also reviewed each program proposed by PNG.
A summary of PNG’s proposed programs isincluded inthe table below:

% PNG 2014 Resource Plan & DSM, Order G-140-14 dated September 16, 2014, AppendixA, p. 17.
70 PNG(N.E.) 2015 Resource Plan, Decision G-155-15 dated September 30, 2015, p. 23.
"' Exhibit B-5,BCSEAIR1.6.1,1.6.2.
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Table 7: PNG Program Summary’’

Cost per
Measure Utility Expenditures Gas Savings Saving 2015- Cost-Benefit Test
2018 (5/G))
Sector Name 2015-2018 | % of total IOltSG-,j!]OlB % of total TRC mTRC | UCT (ratio) JUCT ($/G)) PCT RIM

Low Income ESK § 19,07 2%) 4,575 5% S 417 101 7.28 0735 534 10.95 0.23
Low Income ECAP S 39,500 3%) 4,524 5%] S 8.73 0.42 3.00 031]56 1295 533 0.16
Rental ESK - Rental Buildings S 141,800 11%) 9,360 0% s 1515 0.28 167 02015 1947 1.94 0.13
Rental Domestic Hot Water - Rental Buildings S 88,300 7% 11,520 13%) § 7.66 0.24 145 0365 1113 138 0.19
Commercial Pre-Rinse Sprayers § 19,050 2% 2,376 3% 5 8.02 0.57 3.46 04115 939 451 0.20
Commercial Boiler Replacement § 124739 10%| 57,280 64%] 5 2.18 107 6.31 1015 398 6.61 0.28
Education K-12 § 57,800 5%, 0% - - - Ina
Education Post Secondary S 48,000 4% 0% - - - Ina
Qutreach Community Engagement 5 98,000 8% 0% - - - Ina
Admin Enabling Activities S 604,000 49% 0% - - - Ina
Portfolio total* $ 1,240,264 100%| 89,635 100%1 5  13.84 0.22 133 018 |5 2265 3.53 0.12

Portfolio Weighted TRC; 0.22

3.1 Programs designed to meet adequacy requirements

The DSM Regulation describes the adequacy requirements for DSMplan portfolios when considering utility long-
termresource plansfiled undersection 44.1 of the UCA. The DSM Regulation statesinsection 3that a public
utility's plan portfoliois adequate forthe purposes of section 44.1 (8) (c) of the UCA only if the plan portfolio
includes all of the following:

1) measuresspecifically to assist low-income households to reduce theirenergy consumption;
2) measuresspecifically toimprove the energy efficiency of rental accommodations; and

3) education programforstudents enrolledinschools and post-secondary institutions in the publicutility's

service area.”

In reviewing adequacy considerationsfor PNG’s 2014 Resource Plan & DSM application, the Commission stated
that, withoutaspecificexpenditure schedule and associated evidence on the DSM programs flowing fromthe
schedule, it was unable to make a determination with respect to whetherthe DSM program will meet the
adequacy requirements of the DSM Regulation.”

PNG submits thatthe DSM portfolio of programs proposedinits Application meet the adequacy requirements
setout in section 3 of the DSM Regulation.”> BCOAPO concurs.”®

3.1.1 Low income programs

PNG plansto provide ESKand the ECAP to low income residential ratepayers. A comparison of the cost-
effectiveness of these programs compared to the same programs provided by FEl is provided inthe table below:

72 Exhibit B-3, BCUCIR 1.14.1.
73 http://www.bclaws.ca/Recon/document/ID/freeside/10 326 2008#section3.
7* PNG 2014 Resource Plan & DSM, Order G-140-14 dated September 16, 2014, Appendix A, p. 14.
75 .
PNG Final Argument, p. 3.
’® BCOAPO Final Argument, p. 2.
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Table 8: PNG’s Low Income Program Comparison with FEI”’

PNG FEI

TRC | mTRC UCT | Incentive | Free-Rider | Measure Life | TRC | mTRC | UCT | Incentive Free-Rider | Measure Life

Low-income ESK 101 | 7.28 0.73 $ 2251 | 0% 8 6.3 | n/a 53 | §1351 27% 8

Low-income ECAP | 0.42 | 3.00 0.31 $300 0% 13 05 |17 05 |$178 4% 10

Energy Savings Kits (ESK)

PNG proposes to allocate $19,076 for2015 to 2018 to the low income ESK program. The low income ESK
program is expected to generate 4,575 GJ of energy savings at $4.17/GJ) overthe life of the measure, and has a
TRC of 1.01 and an mTRC of 7.28.”°

PNG submits thatthe ESKs are intended to reach a wide range of low income households in single family
dwellings, duplexes, townhomes, mobile homes, and apartments. PNG further submits that ESKs are designedto
allow customers to take some simple steps towards saving energy by installing abundle of easy-to-installitems
that are delivered totheirdoor. The bundle mayincludelow-flow plumbing fixtures, water heater pipe wrap,
caulking, draft proofing tape, outlet gaskets, and window film.”®

PNG proposesto partner with BC Hydro toimplement the low income ESK program, where BCHydro will
administerthe program and process the applications, and PNG will market and promote the program.® PNG will
pay the cost of gas-related measures plus 50% of the cost of shipping and handling.®'

Energy Conservation Assistance Program (ECAP)

PNG proposesto allocate $39,500 for 2015 to 2018 to the low income ECAP program. The low income ECAP
program is expected to generate 4,524 GJ of energy savings at $8.73/GJ overthe life of the measure, and hasa
TRC of 0.42 and an mTRC of 3.00.%

PNG submitsthatthe ECAP is targeted at low income households to help participants achieve greater e nergy
savings. The program offers a personalized home energy evaluation, personalized energy efficiency advice, and
the installation of energy saving products by a qualified contractor. PNGfurther submits that the bundle of
measures may include low-flow plumbing fixtures, water heater pipe wrap, professional draft proofing, outlet
gaskets, window film, insulation, improved ventilation, and carbon monoxide detectors.®

PNG proposes to partner with BC Hydro fordelivering ECAP in PNG’s service territory. Underthe proposed
partnership, BCHydro would administerthe program on behalf of PNG, while PNG will provide additional

7 Exhibit B-3, BCUCIR 1.21.1.
78 |bid., BCUCIR 1.14.1.

7 Exhibit B-1, p. 33.

8 ExhibitB-3, BCUCIR 1.25.4.
& |bid., BCUCIR 1.25.2.

8 |bid.,BCUCIR 1.14.1.

8 ExhibitB-1, p. 34.
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marketing.®* PNG will pay the cost of the gas-related measures plus 50% of the contractor visit fees for gas
participants.®

Intervenercomments

BCOAPO supportthe provision of ESKsand ECAP to low income residential ratepayersas aninitial first step, and
look forward to an expansion of DSM programs to other reside ntial ratepayers.*® BCSEA also support PNG’s low
income DSM programs.®’

Commission determination

The Commission Panel accepts PNG’s low income DSM programs as meeting the low-income adequacy
requirement of the DSM Regulation.

3.1.2 Rental accommodations

In its DSM Plan, PNG committed to completing amore detailed analysis of the rental market. Subsequent to the
Commission’s approval of the DSMPlan, PNG retained Boreas Consulting Ltd. and Energitix Management &
Consulting Corporation to completeasurvey of commercial customers, with a particular focus on apartment
buildings, and torecommend appropriate DSMprograms based on theiranalysis of the survey results. PNG
statesthe reportfound almostall (93 percent) of the apartment building accounts surveyed are rental buildings,
and so PNGsubmitsthata DSM program targeted at owners/managers of apartment buildings would coverthe
rental accommodation sector efficiently.*®

Based on the results of the survey and the recommendations of the consultants’ report, PNG plans to offerthe
energy savingkits program and the rental domestichot program targeted at apartmentbuildings. PNG submits
that the applicability criteria forthe rental ESK program extends to all housing types, including customers living
inrented single family dwellings, duplexes and row houses that receive service under a residentialtariff.** The
table below compares PNG’s rental programs with similar programs offered by FEI.

Table 9: PNG’s Rental Program Comparison with FEI*°

PNG FEI
TRC mTRC ucTt Incentive | Free-Rider | Measure Life | TRC | mTRC | UCT | Incentive Free-Rider | Measure Life
Rental - ESK 0.28 | 1.67 0.20 $150 0% 8 9.9 | n/a 93 $4.94 per 10% 10
showerhead
$1.03 per
aerator
Rental - Domestic 0.24 | 145 0.36 $1,000 0% 12 1.1 | n/a 2.2 51,654 5% 12
Hot Water

8 Exhibit B-3, BCUCIR 1.25.4.

% |bid., BCUCIR 1.25.2.

8 BCOAPO Final Argument, p. 2.

8 BCSEAFinal Argument, p. 6.

8 ExhibitB-1, pp. 36-37.

® Ibid., p.38;PNG ReplyArgument, p. 3.
% Exhibit B-3, BCUCIR 1.21.1.



22
Rental ESK

PNG proposesto allocate $141,800 for 2015 to 2018 to the rental ESK program. The rental ESK program is
expectedto generate 9,360 GJ of energy savings at $15.15/GJ overthe life of the measures, and has a TRC of
0.28 and an mTRC of 1.67.°

PNG proposesto offer ESKs to occupants of apartments thatare similartothe kits offered in the low-income ESK
but that exclude certainitems not suitableforapartments. The kits will include abundle of easy-to-install items
designedtoallow occupants orbuilding owners to take some simple steps towards saving energy. The bundle
may include lowflow plumbing fixtures, hot water pipe wrap, draft-proofing tape, outlet gaskets, and window
film. PNG may promote these kits through several channels, including billinserts, printads, direct mail, and on-
line.*?

With regards to the difference between PNG and FEI’s Rental ESK program, PNG explains the that PNG's
incentive costis based on possibly partnering with BCHydro and/or FEI who are planning a pilot program using
the same contractor who may have to travel to PNG’s service territory.’® PNG further submits that the primary
difference inthe cost-effectiveness test results forthe Rental ESK program between PNGand FEl isthat PNG’s
unit costs are significantly higher owing to the logistics of completing installationsin PNG’s more remote service
areas. PNG expectsthat FEI’s contractors will be primarily located in southwestern B.C. and that they will have
to travel to PNG’s service areas in orderto complete the installations.>

PNG proposes to partner with BC Hydro or FEI to implement the program, where BCHydro or FEI will administer
the program and process applications, and PNG will market and promote the program.®> PNG will pay the cost of
gas-related measures and shares the cost of the contractor visitfeesforgas participantsif the installation
includes both gas and electric measures. If the installation only includes gas measures, then PNG pays the cost of
the contractor visit.”®

Rental Domestic Hot Water Program

PNG proposesto allocate $88,300 for 2015 to 2018 to the rental domestichot water program. The rental
domestichot water program implemented from 2015 to 2018 is expected to generate 11,520 GJ of energy
savings at $7.66/GJ overthe life of the measure, and hasa TRC of 0.24 and an mTRC of 1.45.%7

PNG states this program provides rebates forthe installation of high-efficiency commercial water heaters with
thermal efficiencies greaterthan orequal to 84 percent. Condensing storage and volume type water heaters,
near condensing storage and volume type water heaters, and condensing on-demand water heaters would be
eligible forincentives underthis program. PNG submits it may promote this program through several channels,
including billinserts, print ads, direct mail, on-line, and industry partners.*®

1 |bid.,BCUCIR 1.14.1.

2 Exhibit B-1, p. 38.

%3 ExhibitB-3, BCUCIR 1.21.1.1.
% ExhibitB-6, BCUCIR 2.16.3.
% ExhibitB-3, BCUCIR 1.25.4.
% |bid., BCUCIR 1.25.2.

7 |bid.,BCUCIR 1.14.1.

% Exhibit B-1, p. 40.
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With regards to the difference between PNG and FEI’s Rental Domestic Hot Water Heater program, PNG
explainsthat PNG’sincentives are lowerthan FEl as the apartmentbuildingsin PNGservice territory are
generally smallerthanthose in FEl service territory and PNG expects that their water heating equipment willbe
smaller.”

FEI currently offers acommercial water heating program to its commercial customers. PNG statesit has initiated
discussion with FElinregard to the offering of this programin PNG's service territory and may partner with FEI

in offering an efficient water heater program to the apartment segment.*°* PNG proposes to partner with FEl to
implement the program, where FEl will administer the program and process applications, and PNGwill market
and promote the program.'®* PNG will pay the full cost of the measure plus cost of each application processed

by FEI.**

Intervenercomments

BCSEA support PNG’s focus on apartment buildings for the rental accommodations program. '
Commission determination

The Panel accepts PNG’s proposed rental program as meeting the rental program adequacy requirement
under the DSM Regulation. The Panel encourages PNGto continue to explore DSMprograms that could be
applicable and effective forall rental customers.

3.1.3 Conservation, education and outreach (CEO)

The adequacy requirement prescribed under section 3 of the DSM Regulationinclude “an education program for
studentsenrolledinschoolsinthe publicutility’s service area,” and “an education program for students enrolled
in post-secondary institutionsin the publicutility’s service area.”

General CEO

104

PNG proposesto allocate $98,000 between 2016 and 2018 tothe general CEO program.™ PNG submits that this
program will provideinformation to customers and the general publicon energy efficiency with an emphasis on
natural gas conservation by engaging customers on-line and through otherappropriate means. Activities may
include printand on-line communications and engagement campaigns, as well as educationalseminars and PNG
participation athome and trade shows and other community events. The budgetincludes onetime set up costs
associated with developing material, email databases, and we bsites.'®

PNG states that the findingsfrom PNG’s residential end-use survey indicatealow level of knowledge of energy
efficiency measures by low income and rental respondents and that these households are generally

% Exhibit B-3, BCUCIR 1.21.1.1.

190 Exhibit B-1, p. 39.

ExhibitB-3,BCUCIR 1.25.4.

Ibid., BCUCIR 1.25.2.

BCSEAFinal Argument, p. 6.

ExhibitB-1, p.51.

Exhibit B-1, pp. 47, 48; Exhibit B-3, BCUCIR 1.20.4.
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characterized by low-efficiency infrastructure, hence PNGseesvalue in conservation outreach targeted at these
segments.'®®

PNG may seek opportunities for partnershipsin orderto achieve cost efficienciesin theseactivities. PNG has
explored partnership opportunities with FEI, where FEI may license its content to PNG, which includes ‘how to’

. . 107
videos, e-newsletters, and online content.

Kindergarten to Grade 12 (K-12)

PNG proposes to allocate $30,600 in 2016, $13,600 in 2017, and $13,600 in 2018 to the K-12 CEO program.*®®
PNG statesthatonly six of the 60 school districtsin BC are situated in PNG’s service areas, limitingthe market
for an education program that can be incorporatedinthe school curriculum. PNGsubmits that, based onthe

experience of other utilities, incorporating an energy efficiency education program into the school curriculum
can take several years, makingitvery difficult and costly for PNGto deliveran education programinthe short

109
term.

PNG statesit has explored partnership opportunities with FEI, where FEl would train and teach PNG's staff to
deliverthe programin PNG’s service territories. Under this arrangement, FEl would also provide rebranded
activity books, PowerPoint presentations and bookmarks to PNG. PNG submits partnership with FEl would allow
PNG to quickly and cost-effectively deliverits energy efficiency and conservation messageto K-12 studentsin
schoolsin PNG’s service areas. '™

Post-secondary

PNG proposesto allocate $19,000 in 2016, $12,000 in 2017, and $17,000 in 2018 to the post-secondary CEO
program.'*' PNG states there are two post-secondary institutionsin PNG’s service territories: the Northwest
Community College inthe PNG-West service territory, and the Northern Lights Collegein PNG(N.E.)'s service

112

territory."** The Northern Lights College has recently offered an Applied Certificate in Clean Energy program. '

PNG proposesto pursue partnerships with local and other post-secondary institutions that have existing energy
efficiency related programs. These partnerships may include funding support for post-secondary programs,
which may include on-line programs and on-campus education campaigns, delivering on campus workshops and
information sessions, webinars, on campus educational posters, and energy efficiency website.***

Partnerships foron-line programs may include partnering with local post-secondary institutions and other post-
secondaryinstitutionsinthe province that offer education programs related to energy efficiency, and providing

198 Exhibit B-1, p. 48.

Exhibit B-1, p. 48.
% 1bid., p.51.

1% 1pid., pp. 48-49.
Ibid., p.49.
Ibid., p.51.
Ibid., pp. 49-50.
Ibid., p.50.

" bid.

107

110
111
112
113



25

funding fordevelopment of on-line material that can be offered through local post-secondary institutions. PNG
submitsthat this will allow PNGto take advantage of existinginfrastructure and programs to quickly and cost-
effectively deliver energy efficiency related educational programs to post-secondary students in theirservice
territories.™™

Commission determination

The Panel accepts the CEO programs proposed PNG as meeting the educational adequacy requirement of the
DSM Regulation.

3.2 Additional programs

PNG hasincluded two commercial programs not previously identified in the DSMPlan filed with the PNG-West
2014 Resource Planand DSM Resubmission. PNG submitsthe TRC test results of the pre-rinse sprayerand boiler
replacement programs are higherthan the average of those forthe low income and rental programs and serve
to increase the overall cost-effectiveness of the portfolio.™*® PNG further submits that the two proposed
commercial programs may be considered “low hanging fruit” asthese programs are relatively easy toimplement
and require relatively little resources from the trade allies.**’

The table below providesacomparison of the cost-effectiveness of these programs with similar programs
provided by FEI.

Table 10: PNG’s Commercial Program Comparison with FEI'*®

PNG FEI

TRC | mTRC | UCT | Incentive | Free-Rider| Measure Life | TRC | mTRC | UCT | Incentive Free-Rider | Measure Life

Commercial - Pre- | 0.57 | 3.46 0.41 | $150 12% 5 1.0 | n/a 15 | 51,918 18% 9
Rinse Sprayer

Commercial - 1.07 | 631 1.01 | $19385 | 0% 20 20 | n/a 1.9 | 513,055 18% 20
Boiler Replacement

3.2.1 Commercial Pre-rinse Sprayer Program

PNG proposesto allocate $19,050 for 2015 to 2018 to the pre-rinse sprayer commercial program. The pre-rinse
sprayer program is expected to generate 2,376 GJ of energy savings at $8.02/GJ, and has a TRC of 0.57 and an
mTRC of 3.46."

PNG statesthata pre-rinse spray valve program targeted at the food services sector provides alow risk
opportunity for helpingasegmentof its small commercial customers achieve cost-effective energy savings. This
program offersthe directinstallation of low flow pre-rinse spray valves at no charge to program participantsin
orderto reduce the demand for hot water from gas fired water heaters.**°

3 bid.

"8 pNG Final Argument, p.7.
17 Exhibit B-6, BCUCIR 2.9.6.
ExhibitB-3,BCUCIR 1.21.1.
% hid.,BCUCIR 1.14.1.
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Althoughthe TRC of the commercial pre-rinsespray programis below one, PNG notes that the pre-rinse sprayer
program exhibits a TRC and UCT ratio that is higher than those of the programs required underthe Adequacy
provisions of the DSM Regulation. Forthisreason, PNG hasincluded the pre-rinsesprayer programin orderto
increase the cost-effectiveness of the DSM portfolio asa whole.'**

FEI currently offers low flow pre-rinse valves as part of its food services program. PNG has initiated discussions
with FEIl about offering this programinits service territory and may partner with FEI or outsource the installation
of pre-rinse spray valves to third party service providers.">> PNG proposes to partner with FEl to implement the
program, where FEl will administer the program and process applications, and PNGwill market and promote the
program.’>> Under the proposed partnership, PNG will pay the full cost of the measure plus the cost of each

application processed by FEI.***

BCSEA applaud the addition of programs aimed at commercial customers, i.e., the pre-rinse sprayerand boiler

replacement programs, to the portfolio.">

Commission determination

The Panel accepts the pre-rinse sprayer program as an initial step in expanding beyond programs required
under the adequacy requirement of the DSM Regulation. The Panel notesthatthe pre-rinse sprayer program
fails both the TRC and UCT, howeverspendingon this program amountsto only 1.5 percent of the total
expenditure and the Panel considers that this program could provide insight for future DSM portfolio
improvements.

3.2.2 Efficientboiler pilot project

The Commissiondirected PNGinits decision on the PNG 2014 Resource Plan & DSM application (Order
G-140-14) to include the results of its research and analysis of the applicability of an efficient boiler program for
multi-unit residential buildings in the PNG-West and PNG(N.E.) service territories in the next DSM Application.'*
In its Application, PNG proposes to allocate $124,739 for 2015 to 2018 to a commercial boilerreplacement pilot
program. The commercial boiler replacement pilot programis expected to generate 57,280 GJ of energy savings
at $2.18/GJ, and has a TRC of 1.07 and an mTRC of 6.31.**’

PNG submits thatthe average gas consumption of apartmentbuildingsin PNG’s service territory is considerably
lowerthan the average gas consumption of participantsin FEI’s boiler program. PNG states that both the small
number of rental buildings and the fact that almost 80 percent of PNG’s apartment building customers use less
than one half the gas used by the average participantin FEI's efficient boiler program, precl ude any cost-

12 Exhibit B-3BCUCIR 1.17.1.1.

Exhibit B-1, p. 44.

ExhibitB-3,BCUCIR 1.25.4.

Ibid.,BCUCIR 1.25.2.

BCSEAFinal Argument, p. 3.

PNG 2014 Resource Plan & DSM, Order G-140-14 dated September 16, 2014, Appendix A, p. 14.
ExhibitB-3,BCUCIR 1.14.1.
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effective program targeted solely at this market.'*® Asa result, PNG decided to expand the scope of the program
and offeran efficient commercial boiler pilot program forall its commercial customers. **°

PNG states that while the program will be availableto all commercial customers, PNG expects thatonly its larger
commercial customers will benefit from the program. This program provides rebates forthe installation of high
efficiency commercial boilers.”>° ENERGY STAR certified boilers sized up to 299 MBH and eligible mid-efficiency
and condensing boilers sized 300 MBH and higher would be eligible forincentives under this program.** PNG
expectsfew participantsin the pilot program because of the small size of the market and average life of the
existing boilersin the market.'*?

PNG submits thatitsincentivesare higherthan FEI's because the average gas use for PNG's large commercial
customers is higherthan the average gas use of FEI customers eligible for FEI’s boiler program.***

PNG proposesto partnerwith FEI to implement the program, where FEl will administer the program and process
applications, and PNG will market and promote the program.*** PNG will pay the full cost of the measure plus

the cost of each application processed by FEI.***

BCSEA applaud the addition of programs aimed at commercial customers, i.e., the pre-rinse sprayerand boiler
replacement programs, to the portfolio."*® BCSEA further submit they would tend to prefera permanent
program, howeverthey accept PNG’s explanation of the decision to propose a pilot program.**’

Commission determination

The Panel accepts the commercial boiler replacement pilot program and commends PNG for expanding its
DSM portfolio to include a cost-effective DSM measure beyond those required for adequacy.

3.3 Enabling activities

Enablingactivities are initiatives that support delivery and development of PNG’s DSM programs. Enabling
activities do not have any direct energy savings associated with them and therefore cannot be evaluated by the
DSM cost-effectiveness tests, however, these costs are included at the portfolio level and evaluated as part of
the overall DSM program mix."*®

PNG proposes to allocate $604,000 to enabling activities. The budget breakdown by yearforeach cost itemis
presentedinTable 11 below:

128 Exhibit B-1, p. 41.

Exhibit B-5, BCSEA IR 1.4.7.
Exhibit B-1, p. 45.

Blibid., p. 46.

132 Exhibit B-5, BCSEAIR 1.4.4.
33 Exhibit B-3,BCUCIR 1.21.1.1.
3% |bid.,BCUCIR 1.25.4.
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Table 11: Enabling Activities Budget

28

139

DSM Program Manager $50,000 $150,000 $150,000 $150,000 $500,000
Cost Benefit Model $17,000 - - $17,000
Evaluation, Measurement & Verification - $43,500 $43,500 $87,000
TOTAL $67,000 $150,000 $193,500 $193,500 $604,000

PNG proposes to allocate $500,000 overthe 2015 to 2018 period (40% of its total DSM budget) toa DSM
program manager position. PNG expects the work load to vary somewhat from yearto year, but would average
one full-time equivalent (FTE) over the 3 years.'*°

Commission determination

The Panel accepts the proposed costs for the DSM cost benefit model and EM&YV costs as reasonable.

The Panel accepts the proposed costs for the DSM Program Manager. The Panel considersthat requestforone
FTE at a cost of $150,000/year appears excessive if viewed narrowly in the context of the small size of the
current DSM portfolio. However, the Panelaccepts these costs underthe expectation that a key focus of this
position will be to identify additional cost-effective DSM programs and so improve the costs-effectiveness and
balance of the DSM portfolio.

To aid transparency, the Panel also directs PNG to better attempt to allocate its DSM overhead costs
(including but not limited to the DSM program manager) to individual programs, and to include in its next
DSM expenditure schedule application adescription of the cost allocation method used.

3.4 Program delivery partners

The Commission stated in the Reasons appended to Order G-140-14 that “PNG is encouraged to pursue
partnerships with BC Hydro and FEI to design and deliver programs and reduce costs.” ***

PNG statesit has obtained proposals from BCHydro and FEI for administering some of the proposed DSM
programs. Subjecttothe Commission approving PNG’s funding Application, PNG will finalize agreements with
BC Hydro and FEI for administering the DSM programs for PNG.'*?

In additionto FEl and BC Hydro, PNG considered Ecofitt Corporation for administering and delivering the
low-income program. PNG determined that partnering with BCHydro on the low-income programis the most
economical option. PNG has also had some preliminary discussions with BCSEA with respect to the provision of

3% Exhibit B-3, BCUCIR 1.24.3.

Ibid.,BCUCIR 1.24.2.
Order G-140-14, AppendixA, p. 13.
Exhibit B-5, BCESAIR1.1.3.
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some CEO programs. PNG determined that partnering with FEl was the best option since FEl has contentthat is
directly related to gas DSM programs.'*?

PNG submits thatits partnerships with BCHydro and FEI take advantage of economies of scale that PNGis
otherwise unabletoachieve.***

BCOAPO strongly support PNGworking with BCHydro and FEI to deliver DSM programs. BC Hydro and FEI have
established and recognizable DSM programs, and partnerships make sense.*** BCSEA’s view is that the
Commission should be satisfied with PNG’s pursuit of DSMoutsourcing opportunities to date. **°

Commission discussion

The Panel supports PNG’s efforts to pursue partnerships with BCHydro and FEl to design and deliver programs
and reduce costs.

4.0 OTHER ISSUES AND NEXT STEPS
4.1 Cost allocation

PNG proposesto (i) allocate DSMexpenditures to each region onthe basis of marketsize, and (ii) allocate
regional DSM costs to all customer classes onthe basis of theirrelative contribution to the gross marginin each
division."”’ Thesetwoissues will be dealt with separately.

4,1.1 Allocation of DSM costs between companies

Since the Applicationisajointapplication pertainingto both PNG-Westand PNG(N.E.), adetermination must be
made regardingthe allocation of both forecast and actual DSM costs between the two entities.

In its 2014 Decision accepting PNG’s DSMplan, the Commission raised concerns regarding the allocation method
PNG had proposed at that time, and asked PNGin its DSM expenditure application to bring forward an analysis
of various allocation options and its preferred allocation option.**®

Evidence and parties’ positions

PNG provides the followinginformation on alternative cost allocation methods.

3 Exhibit B-3,BCUCIR 1.8.1.1.

PNG Final Argument, p. 4.

BCOAPO Final Argument, p. 2.

BCSEAFinal Argument, p. 5.

ExhibitB-1, pp. 12-13.
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Table 12: Alternative methods for allocating DSM costs between service areas**’

Allocation method PNG-West PNG (N.E.)
Gross margin 70% 30%
Shared services method 65% 35%
Market size (proposed by PNG) 52% 48%
Number of customers 50% 50%
GJ’s delivered 42% 58%
Revenue 58% 42%

In recommending the Market size approach (line 3 of the above table), PNG provides the following supporting
information.

Table 13: Allocation of DSM expenditure on the basis of the market size **°

Program Allocation PNG-West FSJ/IDC TR
Low Income Estimated number of low
] 59.0% 38.2% 2.7%
income customers
Rental Estimated number of rental
. o 51.1% 48.3% 0.6%
Accommodations buildings
Commercial Food Estimated number of
. . 46.1% 53.6% 0.3%
Services qualifying customers
Commercial Boiler Estimated number of
. 55.6% 42 6% 1.9%
Replacement qualifying customers
Education and Number of residential and
50.5% 46.4% 3.1%
Outreach commercial customers
Enabling Activities Allocated costs of all
52.3% 45 6% 2.2%
programs
Average
52.3% 45.6% 2.2%

PNG statesinits Final Argument that using marketsize as the allocation method “is appropriatebecauseiitis
based on the anticipated distribution of costs amongst PNG’s divisions. Moreover, this allocation method results
ina consistentdistribution of costs, as measured by the ‘DSM s pend pergigajoule,’ the ‘DSMexpenditures per

revenue’, and the ‘DSMexpenditure per customer’.”*>*

BCSEA state that they agree with PNG’s recommended approach.>> BCOAPO did not raise any concerns
regarding PNG’s proposed cost allocation between the regions.

%9 Exhibit B-1, pp. 12-14; Exhibit B-6, BCUCIR 2.7.1.
10 Exhibit B-1, p. 14.

PNG Final Argument, p. 9.

BCSEAFinal Argument, p. 12.
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Commission determination

The Panel approves PNG’s proposed method of allocating costs between PNG-West and PNG(N.E.) using the
market size approach as set out more fullyin the Application. The Panel is satisfied that PNG has adequately
considered various allocation options and arrived ata method thatis both straightforward and equitable.

4,1.2 Allocation of DSM costs amongst customer classes

While the Panelis required to consider the balance of DSM spending amongst customer classes as part of its
review of this Application, thereis norequirement forthis reviewto also determine how these costs should be
recovered from customers (amatteraddressedin rate applications). That said, parties to this Application have
indicated adesire to have this Panel provide its views on the appropriateness of PNG’s proposed allocation
method, as guidance to future rate setting.™’

The following discussion sets out the Panel’s review of the evidence and ourviews as to the appropriateness of
PNG’s proposed allocation method, but makes no determinations thereon.

Evidence and parties’ positions

PNG proposesto allocate DSM expenditures to all customer classesin each division on the basis of theirrelative
contribution to the gross marginin each division,">* and provides the followinginformation on how their
proposed allocation method would translate into percentage allocations of costs within each division.

Table 14: Relative gross margins for each customer class**>®

Residential Commercial Industrial Other Total
PNG-West 50.3% 34.7% 14.5% 0.5% 100.0%
FS1/DC 52.3% 30.7% 17.1% 0.0% 100.0%
TR 44.9% 34.8% 20.3% 0.0% 100.0%
Total 50.7% 33.6% 15.4% 0.3% 100.0%

In support of thisapproach, PNG states that it: is consistent with how revenue deficiencies are allocatedin
PNG’s revenue applications; recognizes that benefits (such as lower carbon emissions)accrue to all customers;
allocates over 80% of costs to the two classes (residential and commercial) thatare the program’s direct
beneficiaries; and enjoys the benefits of simplicity. ">

BCOAPO argue that this approach violates the principle of “cost causality,” arguing that program costs should be
allocated to customer classes according to the DSM spending on each. BCOAPO note that whereas commercial
customers would benefit mostfrom the DSM plan spending and benefits, the bulk of costs would be allocated to
residential customers. They furtherargue thatitis inthe publicinterest to have all customers pay forthe costs

of low income DSM programming by way of a fixed percentage of revenues from each class.™’
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BCSEA agree with PNG’s proposed approach, notingin particularthatit has the benefit of simplicity and that the
overall portfoliois too small to warrant a more fine-tuned approach.**®

Commission discussion

The Panel considers PNG’s approach to be reasonable, essentially for the same reasons as argued by PNG.

With regard to BCOAPQO'’s arguments thatthe approachis at odds with the principle of cost causality, we note
that the non-program costs (i.e. enabling costs, and conservation education and outreach costs) represent more
than 50 percent of the total DSM budget. Imposing a causality approach would (amongst otherthings) require
decisions on how those costs would be allocated, anditis not clear that the end result would actually conform
to causal relationships.

With regard to BCOAPO's suggestion that low-income program costs should be allocated to all classes on a fixed
percentage basis (based on revenues), we note that PNG’s proposed approach doesin fact resultina similar

outcome.

By way of final comment, we emphasize that:
e Thisdiscussionis notdeterminativeand notintended to provide specificdirectionto any future rate
application; and

e AsPNGgainsexperience with DSMprogrammingand further develops and expands the scope of its
programs, the arguments that support a simplified approach inthisinstance may well notapply to
future situations.

4.2 Funding transfer rules

PNG requests thatthe Commission grantapproval allowing PNG flexibility in the reallocation of expenditures
amongst DSM programs and between program years, subject to the total amountspent by PNG on DSM
activities between the date of approval and 2018 not exceedingthe total amount of $1.240 million soughtin this
Application, unless otherwise approved by the Commission.**’

Evidence and parties’ positions

PNG submits thatthisapproachis consistent with FEI’s DSM program, as approved under Order G-138-14. In
largely mirroring the transferability parameters of that program, PNG proposes thatitwould be governed by the
followingrules:

e Fundingtransfersunder 25 percentfrom one approved Program Areato anotherapproved Program
Areawould be permitted without priorapproval of the Commission.

e Incaseswhere a proposedtransferout of an approved Program Areais greaterthan 25 percent of that
approved Program Area, prior Commission approval would be required.
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e Incaseswhere a proposed transferintoanapproved Program Areais greaterthan 25 percent of that
approved Program Area, prior Commission approval would be required.

e IntheeventthatPNG spends more orlessthanthe full approved amountfora particularyear, the
difference can be allocated tothe DSM program spendinginthe followingyear, subjecttothe total
expenditures by PNG on DSM activities between the date of approval and 2018 not exceedingthe total
amount soughtin this Application, unless otherwise approved by the Commission. **°

BCOAPO express support for this framework,'** and BCSEA make no comment.
Commission determination

The Panel approves PNG’s proposed framework for reallocating expenditures amongst DSM programs and
between program years as set out in the Application, on the basis that we find the approach to be reasonable
and appropriate formanaging the portfolio.

4.3 Accounting treatment and utility incentives

PNG has asked for approval torecord all DSM expenditures authorised in this Applicationin arate base
regulatory asset deferral account, for which the amortization period would be set at 10 years.'**

Section 60(i)(b) of the UCA states that, in setting a rate, the Commission must have due regard to setting a rate
that:
e Providesthe utility with afairand reasonable return on any expenditures made by ittored uce energy
demands; and

e Encouragespublicutilities toincrease efficiency, reduce costs and enhance performance.

Order G-55-95 (Amendments to the uniform system of accounts for gas and electric utilities) states on pages 1
to 2 of Appendix A:

e Significant or material, non-recurring DSM costs shall be deferred and amortized using a rapid write -off
(2to 3 years) forthe purpose of smoothingrates; and

e Directprogram costs, administration costs and overhead DSM costs shall be (i) expensed if they are
research related costs, and (ii) deferred over3to 10 yearsif they are development related costs. A
utility can apply fora write-offlongerthan 10 years.

In Order G-140-14, the Commission stated in Directive No. 3: “The Commission accepts that PNG and PNG(N.E.)
may defertheir DSMexpenditures and amortize them overa multi-year period; howeverthe Commission defers
any determination on the amortization period to the Commission Panelthat considers PNG's DSM Application
and Expenditure Schedule.”

%0 Exhibit B-1, p. 11.

BCOAPO Final Argument, p. 6.
' Exhibit B-1, p. 2.
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Evidence and parties’ positions

DSM expenditures that PNG proposes to capitalize are summarized by category in the following table.

Table 15: DSM Funding Request by Program Area'®’

Program 2015 2016 2017 2018

Low Income - $24.,468 $17.054 $17,054
Rental Accommodation - $65,100 $71,700 $93,300
Commercial Food Services - $5,350 $6,100 $7,600
Commercial Boiler Replacement - $41,685 $31,685 $51,370
Conservation Education & Outreach - $113,600 $42,600 $47,600
Enabling Activities $67,000 $150,000 $193,500 $193,500
Total $67,000 $400,203 $362,639 $410,424

Based on PNG’s recommended allocation of DSM costs across divisions and regions, PNG provides estimates of
the annual burnertipimpact overthe nextfive yearsforvarious amortization periods.

Table 16: Burner tip rate impact for various amortization periods***

Burner tip rate impact for various amortization periods
($ per GJ
Expensed 2016 2017 2018 2019 2020
PNG-West $ 0058 |S 0.053|S 0.060|S$ 0.060]S 0.060
FSJ/DC $ 0039 |S 0036 |S 0.040|S 0040 | S 0.040
TR $ 00325 0.022 |5 0.024 S 00245 0.024
3-Year 2016 2017 2018 2019 2020
PNG-West $ 0008 |S 0.038|S 0.064|S 0087 0.088
FSJ/IDC $ 0005 |S 0025]|S 0.042|S 0058 0.058
TR $ 0004 |S$ 0020 |S 0.031|$ 0039]|$ 0.036
5-Year 2016 2017 2018 2019 2020
PNG-West $ 0006 |S 0.026|S 0.044|S 0.063]|$ 0.080
FSJ/DC $ 0004 |S 0017 |S 0.028|S 0041 ]|$ 0.052
TR $ 0003 |S$ 0014 |$ 0.021|$ 0.028]|$ 0.035
10-Year 2016 2017 2018 2019 2020
PNG-West $ 0005 |S 0017 |S 0.029|S 0041 |$ 0.053
FSJ/IDC $ 0003 |S 0011|S 0.018|S 0026[$ 0.033
TR $ 0002 |S 0009|S 0013|S 0018 S 0.023
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Comparingthe rate impacts above with data provided by PNGon the last five years rate changes indicates that
general burnertip rate increases have been much higherthan the estimated rate impacts of DSM. For example,
in April 2014 FSJ/DC customers experienced a $2.211/GJ rate increase (56 times greaterthan the rate increase if
DSM costs were expensed in 2016). **°

PNG makes the following pointsin support of its suggested approach:

e Inthe Commission’s Decision accepting PNG’s 2014 Resource Plan, itaccepted that PNG may defer
their DSM expenditures;

e Deferral accounttreatmentis consistentwith the guidelines established by Order G-55-95 and with
the UCA;

e A 10 yearamortization periodis consistent with the cost-weighted averagelife of the DSM portfolio
(9.5 years); and

e The proposed amortization periodisalso consistent with FEI's treatment of DSM program costs by
that was accepted by the Commissionin Order G-138-14.16¢

BCOAPO support the amortization of DSM program costs capitalized and subsequently amortized overa 10 year
period, but argue that administrative costs should be expensed in the yearincurred ratherthan capitalized.'®’
BCSEA concur with the accounting treatment proposed by PNG on the basis that a 10 year amortization matches
the duration of expected benefits.**®

Commission determination

The Panel determines that all DSM expenditures approved in this Decision shall be captured in a rate base
regulatory asset deferral account, to be amortized over a five year period. Our decision to support the use of
deferral accounttreatmentrests predominantly on the following factors:

e The prior Commission decision on PNG-West 2014 Resource Plan and DSM Resubmission indicated
that thistreatmentseemedin order;

e Thetreatmentisin accordance with existinglegislation and guidelines;

e |tgenerally conformswith treatment afforded other British Columbia utilities fortheir DSM
programs;
e BCOAPOQ’ssuggestionthat administrative costs be expensedisrejected on the basis thatthe

suggestion runs counterto existing guidelines; and

e The consideration of othermodelsis bestlefttoaseparate proceeding (discussed more fully laterin
this subsection).

%> 1bid.,BCUCIR 1.2.3.1,1R 1.2.3.2.
1% NG Final Argument, pp. 10-11.
BCOAPO Final Argument, p. 4.
BCSEAFinal Argument, p. 11.
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The choice of a five yearamortization period rested on acombination of factors meriting consideration:

e The Panelrecognizesthe principle of matching the amortization period with the exp ected life of
benefits. Tothat point, aten yearamortizationis, on the face of it, consistent with the cost-
weighted average life of the DSM portfolio at 9.5 years.

e That said, the amortization period setin this Decision will apply to the entire DSMexp enditure
envelope, and not just the specificconservation programs. The Panel notes that almost 50% of total
DSM expenditures relate to enabling activities, and Conservation Education and Outreach (which
alsodoes not have direct benefits attached toit) comprises another 20 percent of total
expenditures. Thus, notwithstanding thatindividual programs have a cost-weighted averagelife of
9.5 years, thisis significantly offset by the relatively limited percentage of total expenditures that
these programs (in aggregate) represent.

e Withregard to the question of rate smoothing, the Panel notes that the portfolioinitsentiretyin
thisinitial phase of PNGbuilding a fully robust DSM program s sufficiently small that choice of any
one or anotheramortization period will not have a material impact on rates.

e Finally, while this Panel is not prepared to prescribe an alternativeto deferral account treatment as
a means for compensating/incenting PNGfortheir DSM expenditures, we take into account that
long amortization periods present additional transition challenges if there is a determination
sometime in the future to migrate away from deferral accounts to some other method.

Balancingthe above, the Panel determines that a five yearamortization (as opposed to the 10 year period asked
forinthe Application)is appropriate.

As noted, the Panel has chosento not address the question of whetherrate base deferral treatmentis the best
option forcompensating/incenting utilities to pursue DSM activities. We do, however, share the views
expressed by the Commissioninthe FortisBC Energy Utilities 2012-13 Revenue Requirements and Rates
Decision, which states:

[Tlheissueis how to get the most value forthe dollars being expended on DSM programs.
Within the regulatory world there are avariety of methodologies for handling DSMand related
expenditures. To this point this jurisdiction has not undertaken acomprehensivereview of what
isin place elsewhere and the effectiveness of other models. Therefore, itis not known whether
there are alternative models which could potentially resultin British Columbia ratepayers
getting more value forthe dollars expended and yet still incent the utility to pursue DSMwhile
beingtreated fairly as prescribed by the UCA. ... With increased emphasis on DSMprograms and
increasinglevels of spending, the answers to these questions become increasingly important.
The Commission Panel believesthatitis appropriate that these questions be exploredina
separate review process.*®®

189 FortisBCEN ergy Utilities 2012-2013 Reve nue Requirement and Rates Application, Decision dated April 12,2012, pp. 185-186.
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We believe thatthere isacompelling case foraddressing theseissues, but agree with both PNGandinterveners
that a separate process, involving all affected utilities and interveners in British Columbia, isa more appropriate
avenue for addressing this matter.

4.4 Evaluation, measurement and verification
PNG is proposing to undertake evaluation, measurement and verification (EM&V) activities using the same

resource used to manage evaluation studies and program delivery, stating that thisapproachisappropriatein

orderto efficiently use its limited DSMbudget."”°

Evidence and parties’ positions

PNG indicates thatit may use a combination of internal and external resources to conduct the full range of
evaluation studies, “based on the availability of qualified resources, the costs, the timing, the possibility of
conducting a joint evaluation with program partners, and the appropriate evaluation methodology to be
deployed.”*”* It further elaborates on its proposed approach by stating thatit “may include use of partner
resources, evaluation consultants, and astakeholderadvisory group, combined with PNG’s EM&V Framework

whichincludes guidelines for documentation and transparency.”*’>

PNG considered anindependent EM&YV approach, and provides the followingcomments on why it favours the
approach it has put forward in this Application:

e While PNGhas not conducted a detailed cost comparison between using the same resource to
manage EM&V versus using a third party, it expects thatadoptinganindependentapproach would
require additional resources.'”?

e PNGsubmitsithasestablished asetof objectivesand principles forits EM&V activities that will
minimize potential drawbacks of using the same resource to manage both evaluation studies and
program delivery."”*

e PNG plansto partner with BC Hydro and FEI to deliver programs developed by these organizations,
creating separation between the program designer and evaluators.”’> PNG anticipates that since

BC Hydro and FEl will be conducting EM&V studies of their programs, PNGmay be able to partner

with BC Hydro and FEIl in conducting EM&V studies of joint programs. '’ Furthermore, both

organizations use some consultants to perform evaluation work, which also creates adegree of
separation.’”’
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PNG Final Argument, p. 7.
Exhibit B-5, BCSEA IR 1.7.1.
Ibid., BCSEAIR1.7.3.
ExhibitB-3,BCUCIR 1.30.3.
PNG Final Argument, p. 7.
ExhibitB-3,BCUCIR 1.30.1.1.
78 Exhibit B-6, BCUCIR 2.22.1.
Y7 Ibid., BCUCIR 2.22.3.
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e PNG submitsthatits approach to conducting EM&V, whichis based on guidelines for documentation
and transparency, provides alevel of independence, allows for ongoing processimprovements, and
is of a degree of complexity appropriate to the scope and scale of PNG’s DSM program. *’®

BCOAPO do not support PNG’s approach, suggesting that the evaluation should be done by anindependent
third party to maximize the effectiveness of the evaluation, even if this might cost abit more than PNG’s

suggested approach.*”’

BCSEA acceptthat PNG has at least actively considered anindependent EM&YV approach, and considerthe
proposed approach to be adequate forthis “first step” DSM portfolio. BCSEA are of the view that PNG should
revisitindependent EM&V for the next DSM expenditure schedule. '*

Commission determination

The Panel accepts PNG’s proposed EM&YV approach as being adequate for the purposes of this DSM portfolio.
We note that PNG has leftitself considerablelatitude inits EM&V plan, suggesting that specificdecisions on
resources and methods foreach specific evaluation will be made as the overall DSMprogram unfolds. That said
we accept that the EM&V objectivesand principles provide a useful foundation for making those decisions.

Echoinga recurring theme of this Decision, we accept that PNG has putforward a reasonable EM&V approach
for what we considerto be a nascent DSM program. As PNG gains experience with DSMand expands the scope
of its programming, we look forward to seeing a parallel evolution and development of its EM&V planning.

4.5 Reporting

PNG statesthatit isagreeable tofilingannual DSMreportsto the Commission, however, if directed to do so
requests atwo-year exemption to accommodate the start-up period of its DSM program.*®*

PNG considersthatannual DSM reportsfiled inthe two years following acceptance could reasonably include: (i)
a comparison of the DSM accepted budgettoamounts spent;and (ii) adescription of key milestones achieved in
the delivery of programs, without being overly burdensometo the utility. PNGintends to trackits program
performance and include the completion of the DSMreportin the roles and responsibilities of the DSM program
manager.'®

BCOAPO argue that itis “appropriate for PNGto provide annual DSM reportsin orderto allow the Commission
and all stakeholders totrack PNG’s actual spendingv. approved spending on an annual basis from the outset.”***

In reply, PNG submits that:itis not practicable to deliver meaningful reportsin the first yearfollowing approval
of the Application as the first year will be largely taken up with setting up the program and only beginning to

8 PNG Final Argument, p. 8.

BCOAPO Final Argument, p. 6.
BCSEAFinal Argument, p. 10.
ExhibitB-3,BCUCIR 1.33.4.1.
182 Exhibit B-6, BCUCIR 2.24.3.
183 BCOAPO Final Argument, p. 5.
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implement measures for qualified customers; and that to effectively measure the performance of these

programs, PNG would require datafrom a suitably large sample of installed measures overatleasta 12-month
. 184

period.

Commission determination

The Panel instructs PNG to file annual DSM reports covering each year of the 2015-2018 expenditure schedule
period (with the exception of 2015) by no later than April 30 of the immediately following year. Each annual
report would provide at a minimum:

e A comparison of the DSM accepted budget to amounts spent (for each year and period to date);
o Adescription of key milestones achievedinthe delivery of programs;

e Anupdate on PNG’s progress towards its commitment to apply for funding of new programs or
expansions of existing programs during the 2015-2018 period based on the results of the new CPR;

e A summary of the role, responsibility and key achievements of the DSM manager position;and

e EM&Vresults of PNG’s DSM programs as they become available (including TRC/mTRC and UCT
results).

The Panel considers annual reporting to be animportant component of the DSM program. We agree with PNG
that giventhe timing of this Decision, thereis littleif any meritin reporting on 2015 progress, and hence the
Panel exempts PNGfromits annual reporting requirement for the 2015 year (which would otherwise have
required afiling by April 2016). On the otherhand, while recognizing PNG’s observations that by the end of 2016
there may not yet be rich data on program results/impacts, we reject the notion that this means that a report at
the end of 2016 would be premature. Perthe topicareas outlined above, there is stillmuch that can be reported
upon that will provide usefulinformation on actual progress to date.

5.0 SUMMARY OF DIRECTIVES

Thissummary is provided forthe convenience of readers. In the event of any difference between the Directions
inthis summary and those inthe body of the decision, the wordingin the decision shall prevail.

Directive Page

The Panel accepts this DSM expenditure schedule for 2015-2018, butviewsitas an
initial first step only.

The Panel has reviewed PNG’s input assumptions and considers them reasonable,
subjecttothe comments on discount rates and free ridership rate assumption below.

The Panel directs PNGto include in future DSMexpenditure requests, estimates of free
riderand spillover effects foreach DSM program together with justification used to 9
support these estimates.

184 bNG Re plyArgument, pp. 5-6.
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Directive

Page

The Panel determines that PNG’s DSM portfoliois not cost-effective. Thatsaid, the
Panel accepts PNG’s DSM portfolio forreasons stated below.

11

The Panel directs PNGinits next DSM expenditure schedule application to demonstrate
how the DSM portfolio meets the cost-effectiveness requirement of section 4 of the
DSM Regulation.

11

The Panel directs PNGto specifically consider emission reduction benefitsin the 2016
CPR, and to include the results of this analysis in the next DSM expenditureschedule
filing.

12

The Panel directs PNGto include the results of its research and analysis of the
applicability of the programs currently offered by FEl in the next DSM expenditure
schedule filing, and to specifically include areview of the costs and b enefits of offering
‘new construction’ program(s) to mitigate lost DSMopportunities.

16

The Panel directs PNGto include inits next DSM Expenditure Application areview and
discussion of whether opportunities exist to cost-effectively expand DSMfunding to
under-served customer segments, specifically industrial customers and residential
customers not covered by PNG’s adequacy programs.

17

The Panel considers that that acceptance of PNG’s DSM expenditureschedule forthe
period 2015-2018 isinthe publicinterest.

18

The Panel accepts PNG’s low income DSM programs as meetingthe low-income
adequacy requirement of the DSM Regulation.

21

The Panel accepts PNG's proposed rental program as meeting the rental program
adequacy requirement underthe DSM Regulation.

23

The Panel acceptsthe CEO programs proposed PNGas meeting the educational
adequacy requirement of the DSM Regulation.

25

The Panel acceptsthe pre-rinse sprayer programas an initial step in expanding beyond
programs required underthe adequacy requirement of the DSM Regulation.

26

The Panel accepts the commercial boilerreplacement pilot program and commends
PNG forexpandingits DSM portfolio toinclude a cost-effective DSM measure beyond
those required foradequacy.

27

The Panel accepts the proposed costs for the DSM cost benefit model and EM&V costs
as reasonable.

28

The Panel accepts the proposed costs for the DSM Program Manager.

28

To aid transparency, the Panel also directs PNGto better attemptto allocate its DSM
overhead costs (including but not limited to the DSM program manager) to individual
programs, and to include inits next DSMexpenditure schedule application adescription
of the cost allocation method used.

28

The Panel approves PNG’s proposed method of allocating costs between PNG-West and
PNG(N.E.) usingthe marketsize approach as set out more fully in the Application.

31

The Panel approves PNG’s proposed framework for reallocating expenditures amongst

33
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Directive Page
DSM programs and between program years as setout inthe Application.

The Panel determines thatall DSM expenditures approved in this Decision shallbe 35
capturedina rate base regulatory asset deferralaccount, to be amortized overa five

year period.

The Panel accepts PNG’s proposed EM&YV approach as beingadequate forthe purposes 38
of this DSM portfolio.

The Panel instructs PNGto file annual DSMreports covering each year of the 2015-2018 39

expenditure schedule period (with the exception of 2015) by no laterthan April 30 of
theimmediately following year. Each annual report would provide ata minimum:

e A comparison of the DSM accepted budgettoamountsspent(foreachyear
and periodto date);

o Adescription of key milestones achieved in the delivery of programs;

e Anupdate onPNG’s progress towards its commitment to apply forfunding
of new programs or expansions of existing programs during the 2015-2018
period based onthe results of the new CPR;

e Asummary ofthe role, responsibility and key achievements of the DSM
manager position; and

o EMR&V results of PNG’s DSM programs as they become available (including
TRC/MTRC and UCT results).
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DATED at the City of Vancouver, in the Province of British Columbia, this 16" day of December 2015.

Original signed by:

H. G. HAROWITZ
PANEL CHAIR / COMMISSIONER

Original signed by:

B. A. MAGNAN
COMMISSIONER

Original signed by:

I. F. MACPHAIL
COMMISSIONER



SIXTH FLOOR, 900 HOWE STREET, BOX 250
VANCOUVER, BC V6Z2N3 CANADA
web site: http://www.bcuc.com

BEFORE:

WHEREAS:

BRITISH COLUMBIA
UTILITIES COMMISSION

ORDER
NUMBER G-203-15A

TELEPHONE: (604) 660-4700
BC TOLL FREE: 1-800-663-1385
FACSIMILE: (604) 660-1102

IN THE MATTER OF
the Utilities Commission Act, R.S.B.C. 1996, Chapter 473

and

Pacific Northern Gas Ltd. and Pacific Northern Gas (N.E.) Ltd.
Application for Acceptance of the 2015 Consolidated Energy Management
and Efficiency Program Funding Plan

H. G. Harowitz, Panel Chair/Commissioner
B. A. Magnan, Commissioner December 16, 2015
I. F. MacPhail, Commissioner

ORDER

A. OnlJune 26, 2015, PacificNorthern Gas Ltd. and PacificNorthern Gas (N.E.) Ltd. (collectively, PNG) filed with
the British Columbia Utilities Commission (Commission) an Application for Acceptance of the 2015
Consolidated Energy Management and Efficiency Program Funding Plan (Application), pursuantto section
44.2 of the Utilities Commission Act (UCA), for acceptance and approval of the following:

v. of demandside measure (DSM) expenditures of up to $67,000 for 2015, up to $400,203 for 2016, up to
$362,639 for 2017, and up to $410,424 for 2018;

vi. allowing PNGflexibilityinthe reallocation of expenditures amongst DSMprograms and between
program years, subject to the total amount spent by PNGon DSM activities between the date of
approval and 2018 not exceedingthe total amount of $1.240 million soughtinthe Application, unless
otherwise approved by the Commission;

vii. thatallexpendituresassetoutinthe Application be recordedinarate base regulatory assetdeferral
account; and

viii. thatthe amortization period be setat 10 yearsfor all expenditures charged to thisregulatory asset
deferral account;

B. By OrderG-115-15 datedJuly 7, 2015, the Commission established awritten hearing processand a
regulatory timetable, with two rounds of information requests to review the Application;

w2



BRrITISH COLUMBIA
UTILITIES COMMISSION

ORDER
NUMBER G-203-15A

In this proceeding, British Columbia Pensioners’ and Seniors’ Organization, Active Su pport Against Poverty,
BC Coalition of People With Disabilities, Counsel of Senior Citizens’ Organizations of BC, and the Tenant
Resource and Advisory Centre (BCOAPO), and BC Sustainable Energy Association and the Sierra Club of
British Columbia (BCSEA), registered asinterveners;

Duringthe course of the proceeding, information requests were submitted to PNG, and PNG responded to
two rounds of information requests;

On September 30, 2015, PNG submittedits final argumentin which it sought acceptance of the detailed
DSM expenditure schedules contained in the Application totalling up to $67,000 for 2015, up to $400,203
for 2016, up to $362,639 for 2017, and up to $410,424 for 2018;

On October9, 2015, BCOAPO and BCSEA submitted their finalarguments;
On October 19, 2015, PNG submitteditsreply argument;and

The Commission reviewed the Application and the evidence submitted through the review process.

NOW THEREFORE the British Columbia Utilities Commission, forreasons setoutinthe decision, orders as
follows:

Pursuantto section 44.2(3) of the Utilities Commission Act, the PacificNorthern Gas Ltd. and Pacific
Northern Gas (N.E.) Ltd. (collectively, PNG) demand side measure (DSM) expenditure schedulesin the
Application of up to $67,000 for 2015, up to $400,203 for 2016, up to $362,639 for 2017, and up to
$410,424 for 2018, are accepted.

The Commission approves the flexibility requested by PNGinits Application in the reallocation of
expendituresamongst DSM programs and between program years.

Establishment of a rate base regulatory asset deferral account to record the accepted DSM expendituresis
approved.

PNG’srequestfora 10 year amortization period of the DSM rate base regulatory asset deferral account, is
denied. The amortization period isset at 5 years for all DSM expenditures charged to this rate base

regulatory assetdeferral account.

PNG must comply with all additional determinations and directives as setoutin the decision attached to this
order.

/3



BRrITISH COLUMBIA
UTILITIES COMMISSION

ORDER
NUMBER G-203-15A

DATED at the City of Vancouver, In the Province of British Columbia, this 16" day of December 2015.

Orders/G-203-15_PNG_2015 DSM_Decision

BY ORDER
Original signed by:

H. G. Harowitz
Panel Chair/Commissioner
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Letterdated July 30, 2015 — Commission Staff filing Ontario Energy Board Draft Report of
the Board: Demand Side Management Framework for Natural Gas Distributors, September
15, 2014

Letterdated July 30, 2015 — Commission Staff filing Ontario Energy Board Report of the
Board: Demand Side Management Framework for Natural Gas Distributors, December 22,
2014

Letterdated July 30, 2015 — Commission Staff filing American Councilforan Energy-
Efficient Economy, The BestValue for America’s Energy Dollar: A National Review of the
Cost of Utility Energy Efficiency Programs, March 2014
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PACIFIC NORTHERN GAS LTD. AND PACIFIC NORTHERN GAS (N.E.) LTD. (PNG) Letter dated June 26,
2015 - Application for Acceptance of the 2015 Consolidated Energy Managementand
Efficiency Program Funding Plan

LetterdatedJuly 27, 2015 - PNG Submitting Comments on BCSEA Requestto Vary
Timetable

Letterdated August 26, 2015 - PNG Submitting Response to BCUCIR No. 1
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AND THE TENANT RESOURCE AND ADVISORY CENTRE (BCOAPO) Letter dated July 13, 2015 —
RequestforIntervener Status by Sarah Khan and James Wightman
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Timetable
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Letter dated September4, 2015 — BCSEA notice thatit will not be filing Information
RequestNo.2to PNG

FORTISBC ENERGY INC. (FEI) Letter dated July 10, 2015 — Request for Interested Party Status
by Diane Roy
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LIST OF ACRONYMS

BC British Columbia

BC Hydro British Columbia Hydroand Power Authority

BCOAPO British Columbia Pensioners’ and Seniors’ Organization, Active Support
Against Poverty, BC Coalition of People With Disabilities, Counsel of Senior
Citizens’ Organizations of BC, and the Tenant Resource and Advisory
Centre

BCSEA BC Sustainable Energy Association and the Sierra Club of British Columbia

CEA Clean Energy Act

CEO Conservation, education and outreach

CPR Conservation potential review

DSM Demand Side Measure/Demand Side Management

DSM Regulation

Demand-Side Measures Regulation, BC Reg. 326/2008

ECAP Energy conservation assistance program
EM&V Evaluation measurementand verification
ESK Energy savingkits

FBC FortisBClnc.

FEI FortisBCEnergy Inc.

FSJ/DC Fort St. John/Dawson Creek

FTE Full-time equivalent

GHG Greenhouse gas

GJ Gigajoule

IR Information request

K-12 Kindergartento Grade 12

LTRP Long-termresource plan

mTRC Modified Total Resource Cost

PNG PacificNorthern Gas Ltd. and PacificNorthern Gas (N.E.) Ltd.
PNG(N.E.) PacificNorthern Gas (N.E.) Ltd.

PNG DSM Expenditure
Application, or Application and Efficiency Program Funding Plan

Applicationfor Acceptance of the 2015 Consolidated Energy Management

PNG-West PacificNorthern Gas Ltd. western division
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TR TumblerRidge
TRC Total Resource Cost
UCA Utilities Commission Act
UCT Utility Cost Test
ZEEA

Zero-emission energy supply alternative
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