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NATIONAL FUEL GAS DISTRIBUTION CORPORATION
NEW YORK DIVISION
RESPONSE TO FORMAL ADMINISTRATIVE LAW JUDGE STEIN’'S REQUEST
FOR INFORMATION
CASE 07-M-0548

Q. Please provide actual annual sales data for 2006 and an annual sales
forecast (electric in MWhs, gas in Decatherms) for your service
territory for each year 2007 through 2015. The data should be broken
down by and include every service class (even the ones you might
deem irrelevant) and transportation/sales. Please identify the source

of the forecasts.

A. Please refer to the attached spreadsheet. 2006 actual values are
based on the Calendar Year. All forecasted values are based on the
twelve months ended September Fiscal Year. NFGDC does not have
a forecast beyond Fiscal Year 2011. The source of the forecasts is
the NFGDC Long-Range Master Estimate.
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NATIONAL FUEL GAS DISTRIBUTION CORPORATION
NEW YORK DIVISION
RESPONSE TO FORMAL ADMINISTRATIVE LAW JUDGE STEIN'S REQUEST
FOR INFORMATION
CASE 07-M-0548

Q. Please provide actual annual achieved end-user energy efficiency data
for 2006 and annual end-user energy efficiency forecast (electric in
MWhs, gas in Decatherms) for your service territory for your own
already-planned end-user energy efficiency programs each year 2007
through 2015. The data should be broken down by program and
should not include peak shaving or demand response programs, and
should not include NYISO or NYSERDA programs (except Con Edison
should include NYSERDA programs provided solely for Con Edison).

If possible, provide a description, cost per MWh or Decatherm, and
total resource cost test score for each program.

A. The Company does not have an energy efficiency program currently in
place for its New York jurisdiction. The Company has proposed in its
current base rate case (Case 07-G-0141) to implement an energy
efficiency program. The proposed program has three general
components: (1) an outreach and education program, (2) an end-use
appliance efficiency program, and (3) a low income usage reduction
program (“LIURP").

Attached to this response are three schedules that provide information
regarding potential natural gas savings from these programs.

Schedule 1 provides potential energy savings from increased
thermostat set-backs by residential customers included in company
sponsored testimony submitted in its current base rate case.

Schedule 2 provides potential energy savings from the Company’s
proposed appliance rebate program.

Schedule 3 provides a summary of the results of the Company’s
currently effective LIURP program in the Company’s Pennsylvania
jurisdiction. The Company has designed its proposed NY LIURP
program around its successful Pennsylvania program and anticipates
simiiar resuits.
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DIRECT TESTIMONY OF ERIC H. MEINL
tariffs and associated energy efficiency initiatives in California, Indiana, Maryland,
New Jersey, North Carolina, Ohio, Oregon, and Utah.
What are the gains that the customer can expect from reduced consumption?
The most obvious gain is the reduction in the customer’s bill from reduced
consumption. Customers that utilize natural gas more efficiently would save on
the natural gas supply rate they are charged. While they will also save, at least
in the short run, on the volumetric portion of their delivery rate, the delivery
savings are temporary while the gas cost savings are not. The volumetric
adjustment of their delivery rate is subject to future increases as a direct result of
customers’ energy efficiency efforts. In other words, as customers reduce
consumption, the Company is unable to recover its fixed costs, resulting in lower
than reasonable rates of return which requires the Company to file rate cases
where the delivery rates must be increased. This causes unnecessary financial
hardship to the Company. It also sends false price signals to customers because
the delivery rate savings are temporary, while the natural gas supply savings are
not.

Additional benefits from energy efficiency can be expected at the
wellhead. Reduced natural gas consumption due to energy efficiency efforts of
customers will reduce overall demand for natural gas and, therefore, reduce
wellhead prices and price volatility. The resulting reduction in wellhead costs due
to energy efficiency efforts will not only accrue to customers that have made

those energy efficiency improvements (“participating customers”), they will

i [152) A il Al ~A Y
accrue to all customers. Reduced prices at the welthead will alse reduce cnergy

costs for manufacturers. An ACEEE study projects that the change in wholesale

natural gas prices in the Midwest could decline by 4.4% in 2007 and up to 11.7%
22
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in 2020 from where they would otherwise be without an energy efficiency effort in
the Midwest'*. While it is impossible to predict precisely what the impact on
wellhead prices would be due to increased energy efficiency by customers on the
Company’s system (indeed, it is doubtful that energy efficiency gains achieved
solely on the Company’s system would have a material impact on the American
natural gas market), it is clear that an energy efficiency program on the
Company'’s system combined with efforts throughout the country would have a
positive impact on reducing demand and, consequently, prices at the wellhead.
More efficient gas usage and the lower wellhead prices that such efficient usage
would engender will contribute to the overall economic well being of the service
territory.
What potential is there for increasing energy efficiency by customers on the
Company’s system?
There appears to be significant opportunity for both increasing energy efficiency
by customers on the Company’s system as well as maintaining the energy
efficiency gains that have already been achieved. Two areas in particular offer
significant promise: (1) thermostat reductions by customers, {2) and installation
of high efficiency furnaces and water heaters.

Regarding thermostat reduction, the United States Department of Energy
(“DOE”), estimates that customers can save, on average, 10% annually on their
heating bill from simply turning back their thermostat by 10°-15° for 8 hours. The
DOE estimates that savings as much as 1% for each degree can be achieved if

tho cnthanl narind e Aiskt lhatire A lamcar kil
BT DL LU UV 10 i L IV O U VIt AT L

" April 2005; American Council for an Energy-Efficient Economy; www.aceee.org; Impacts of Energy efficiency
and Renewable Energy on Natural Gas Markets; Report No E052; Table 13, p. 21
23
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pages 1-3 provides information from the DOE identifying these savings
estimates. Customer savings can be even greater if overall thermostat
reductions are put in place. EIA estimates for savings from a 1° lower thermostat
setting for the ENCD is 4 Mcf. Exhibit__ (EHM-5), Schedule 1, page 4, provides
the EIA information identifying this savings potential. This would represent a 4%
decline in average residential usage.

The Company has conducted market research on customer behavior
regarding thermostat settings for a number of years. That research indicates that
the mean temperature that customers within the New York Division set their
thermostat at is 67° when at home and is 64° when they are not at home. Table
8, provides a summary of this information for the three most recent studies

conducted by the Company.

Table 8. Residential Customer Thermostat Settings
At Home Not At Home
2006 2004 2000 2006 2004 2000

Less Than 64° 17% 10% 6% 45% 35% 25%
65°- 67° 24% 18% 11% 25% 27% 27%
68°- 70° 48% 60% 64% 25% 32% 39%
71°-73° 7% 7% 12% 4% 3% 5%
More Than 73° 3% 2% 5% 0% 0% 2%
Don’t Know 1% 3% 2% 1% 3% 2%
Mean (F°) 67 68 69 64 65 66

As can be seen from Table 8, there is a significant potential for

increasing the amount that customers reduce their thermostat when customers

are not at home.
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Further potential for thermostat set back is available at night. Table 9,

provides study results for customer behavior regarding lowering thermostats at

night.
Table 9. Lower Thermostat at Night
2006 2004 2000
1-2° 11% 11% 8%
3-4° 20% 21% 16%
5-6° 12% 13% 15%
7-8° 4% 4% 3%
9-10° 3% 2% 5%
More Than 10° 1% 2% 1%
Do Not Lower Temperature 49% 47% 52%

While Table 9 provides evidence that customers have reacted to higher
prices by lowering their thermostats, it also demonstrates that there is further
potential for thermostat reductions since only 4% lower their thermostats by more
than 8°. And, more important, 49% do not reduce their thermostats at all.

Table 10 below, estimates the potential savings in purchased gas costs if
customers that currently turn back their thermostats less than 9°, reduced their

thermostats by the indicated levels.
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Table 10. Potential Savings in Purchased Gas Costs from Thermostat
Reductions
Thermostat Reduction
1° 3° 5°
% of Customers Lowering Thermostat
less than 9° at Night 96% 96% 96%
Avg # of Residential Customers 467,882 467,882 467,882
# of Customers Lowering Thermostat
less than 9° at Night 449,166 449,166 449,166
Mcf Saved per Account 1 3 5
Gas Cost Rate ($/Mcf) $9.8217 $9.8217 $9.8217
Avg Customer Savings $9.82 $29.46 $49.11
Total Potential PGC Savings $4,411,558 | $13,234,674 | $22,057,790
PGC Savings at 50% Participation $2,205,779 | $6,617,337 | $11,028,895
PGC Savings at 25% Participation $1,102,890 | $3,308,669 | $5,514,448

Does the Company have evidence that its efforts can influence customer

behavior regarding energy efficiency efforts?

Yes. The Company asked customers in its surveys if they would voluntarily

lower their thermostat setting during an unusually cold period. The response is

provided in Table 11.

Table 11. Amount of Voluntary Thermostat Setback

Will not lower temperature 21%
Lower 5-6 degrees 4%
Lower 3-4 degrees 23%
Lower 1-2 degrees 52%

Would thermostat reductions affect Company earnings?

If all small volume customers reduced their thermostats by 1° resulting in a 4%

decline of consumption, the Company would lose approximately $6 million in

26



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

NFGDC
Utility 2
Schedule 1
Page 6 of 7

DIRECT TESTIMONY OF ERIC H. MEINL
revenue for recovery of its non-gas costs. This translates into an approximate
100 basis point decline in its achieved ROE.
What is the Company proposing in this case to address the energy efficiency
issues?
The Company is proposing to implement the CIP program. The CIP program
consists of a number of initiatives designed directly to encourage customers to
conserve natural gas. These initiatives include:

(1) A proposed low income usage reduction program (“LIURP”).

(2) A residential and commercial appliance rebate program.

(3) A general customer outreach and education program designed to

encourage customer conservation.

The proposed LIURP initiative was modeled after the Company’s
successful Pennsylvania low income usage reduction program. The Company’s
Pennsylvania LIURP has been recognized by the ACEEE as an exemplary
residential natural gas customer efficiency program specifically targeted to resuit
in the efficient utilization of natural gas by low income customers. Mr. Gossel
provides greater details regarding the proposed implementation of LIURP for the
Company’s New York division in his testimony.

The Company is also proposing a residential and small commercial
appliance rebate program. The proposed appliance rebate program was also
modeled around an ACEEE exemplary natural gas energy efficiency program.
The specifics regarding the proposed appliance rebate program are provided in
tha diract testimony nracented by Mr Bl

The Company is further proposing a multi-media communication initiative

designed to encourage customer conservation in general and to educate
27
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and others. The specifics of the CIP program outreach and education proposals

are provided in the direct testimony of Ms. Cox.

What are the overall costs of the CIP program included in the Company’s

proposed revenue requirement for this case?

The proposed costs of the CIP program by element are provided in Table 12

below.

Table 12. Summary of CIP Program Costs

Program Cost Witness
See the Direct Testimony of
LIURP $2,600,000 | Kenneth M. Gossel
See the Direct Testimony of
Appliance Rebates Robert D. Eck
Residential $3,300,000
Commercial $1,500,000
Total Appliance
Rebates $4,800,000
Outreach and See the Direct Testimony of
Education Julie Cox
Low Income $1,100,000
General $3,500,000
Total Outreach and
Education $4,600,000
Total Proposed
CIP program costs $12,000,000

The Company considers this rate case as an opportunity to recognize

that investment in customer conservation can be a cost effective extension of its

overall role to deliver natural gas to customers’ homes and businesses in a

reliable least cost manner. In other words, conservation efforts, if appropriately

structured so that no financial harm is inflicted upon the Company for its

successful conservation efforts, can be considered an extension of the
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Residential Low Income Single Family

Low-Income Usage Reduction Program
National Fuel

PROGRAM OVERVIEW

The Low-Income Usage Reduction Program (LIURP) is a mandated program designed to
establish a fair, effective, and efficient energy usage program for low-income customers in
Pennsylvania. All major natural gas distribution companies are required to offer programs to
address low-income customer needs. This requirement is further supported by Pennsylvania’s
natural gas choice legislation. The Pennsylvania Public Utility Commission has regulatory
oversight over the individual company programs. The regulations mandate specific activities and
services, including program announcement, solicitation, income eligibility verification, energy
audits, installation of efficiency measures, consumer education, post inspection, and program
evaluation. However, each gas distribution company has flexibility in how it approaches
provision of these services and what methods it employs to meet objectives of the regulatory
mandate. As a result, there are many differences among the mandated programs.

National Fuel’s program has been particularly effective at serving low-income customers under
the requirement of LIURP. National Fuel’s program objectives are to conserve energy; reduce
residential energy bills; and improve the health, safety, and comfort levels for participating
households. The reduction in energy bills should decrease the incidence and risk of payment
delinquencies and the costs associated with uncollectible accounts, late payment collections, and
termination of service expenses.

Households participating in National Fuel’s program receive a full package of services, which
include a heating system check, an energy audit, consumer education, installation of
weatherization and infiltration measures, and a post-installation inspection by a National Fuel
Representative.

Measures chosen must not exceed specified “payback” periods. National Fuel collects data on
consumption and payment behavior for the 12-month periods before and after program measure
installation for evaluation purposes.

Eligibility requirements for LIURP are:

Income under the 200% federal poverty guidelines.

Natural gas consumption must be a minimum of 130 Mcf (thousand cubic feet) per year.
Must be in arrears for a past due balance.

Must have been an active account and resident of the household for at least one year prior
to weatherization.

Some LIURP funds are available for a corollary program, Heating/Water Heating Repair or
Replacement. This program allows for the repair or replacement of faulty, hazardous, or non-
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operational primary heating/water heating equipment for certain National Fuel customers who
meet the following eligibility requirements:

e Active account using natural gas for heat.

e Income under the 200% federal poverty guidelines.

e Owner/occupant living in particular household at least one year with the intent of living
in the dwelling at least a year after measure installation.

e Renters (tenants) are not eligible.

Clients under the Heating/Water Heating Repair or Replacement Program are screened and
referred to National Fuel by the agencies that administer the Neighbor-for-Neighbor Heat Fund.
Due to funding limitations, customers receive priority on a first-come, first-served and needs
basis throughout National Fuel’s territory. A National Fuel representative or contractor visits the
homes of clients to initiate services. If only repairs are necessary, the qualified heating contractor
immediately corrects the problem. If the equipment has been tagged, shut off, or cannot be
repaired, the representative or contractor will verify the problem and properly size replacement
equipment. In a majority of cases where installation of new equipment is warranted, the customer
also may be eligible for LIURP weatherization. If applicable to LIURP, the equipment is sized as
though the home has already been weatherized. Soon after the equipment installation,
weatherization is performed. This procedure assures that the new equipment will not be
oversized while it addresses the hazardous or no-heat situation immediately.

Normally the arrangement to repair or replace the equipment is made within 48 hours of referral
notification. In many instances, additional work is required to improve efficiencies or to have a
safe, proper installation. These may include piping changes, addition or revamping of duct work,
and thermostat changes. Replacements will not be made where malfunctioning was caused by
physical abuse, structural problems (e.g., flooding basements), or when there are other health and
safety issues. Normally repairs over $400 and heating/water heating replacements are post-
inspected by a National Fuel representative.

National Fuel staff perform a “drive-by” analysis of potential participants after they qualify for
LIURP based on consumption, income, arrearage status, and residency requirements. This
evaluation determines inclusion in the program. It also identifies dwellings that may be rejected
due to a number of factors, including prior participation in weatherization assistance programs,
ineligible housing types (e.g., apartment houses, government housing, mobile homes, brick or
stone homes, and houses that require too many fundamental repairs to prepare it for
weatherization).

Once potential clients are judged eligible for the program and their names are subsequently
provided to a contractor, over 70% of them receive full services. National Fuel sends a letter to
customers, which briefly describes the program and identifies the contractor assigned to the job.
This minimizes administrative costs by the contractor and increases acceptance and confidence
in the selected contractors by clients. National Fuel maintains records of the addresses of all
homes that are rejected for the program for any reason. This prevents a future drive-by analysis if
the address shows up with the name of another party who may be eligible in the future. If a client
that was eligible moves before the name was submitted to a contractor, the address is held in a
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file for sites “okay to weatherize, but not currently eligible.” If the new party resides in the home
for a year, the party may then be eligible for program services. This system of record-keeping
allows National Fuel to maintain a backlog of homes that may later qualify for services, which in
turn can expedite a listing of potential clients to a contractor when new names are requested.

By establishing income eligibility at 200% of the federal poverty level, LIURP is able to serve
many clients who otherwise fail to qualify for other programs that typically set an upper limit at
150% of the federal poverty level. LIURP complements and supplements other low-income
programs, particularly filling in voids that occur when non-profit organizations deplete their
funding. At times, many of the non-profit agencies can “piggy-back” services with LIURP
services to perform a complete job. This is to the benefit of the non-profit agencies, as their
clients are typically addressed on a “first come, first served” basis, while National Fuel’s eligible
clients are more selectively chosen based on energy efficiency potential.

The program also educates its clients about ongoing no- or low-cost actions they can take to
reduce their energy use and costs. At post inspection, program staff normally give a number of
such tips, including:

e Check and/or change filters every 30 days in heating season.

e Turn water heater setting as low as possible and try turning down thermostat at night
and/or when no one is home by at least 5-8° F.

e Close storm windows in the winter.

¢ Do not block registers.

e Utilize shades and drapes to heat and cool.

PROGRAM PERFORMANCE

The National Fuel Low-Income Usage Reduction Program has a long record of success in
serving low-income households. Program results are summarized below:

2001 Annual Average (1994/2001)
Full-service jobs completed 191 210
Mean energy reduction (MCF) 54 57
Mean energy reduction (%) 28 27
Mean cost per MCF reduced $63 $62
Average annual bill reduction $452 $456

Total participant reduction in sales due to weatherization $108,455 $87,596
Since the program’s inception in 1988, LIURP has served over 3,100 low-income households.

Customers are periodically surveyed about the program, and have generally been very satisfied
with the program. The comments below typify customer responses:

e House feels much warmer, more comfortable.
e House was cooler in the summer.
e House is quieter.



NFGDC
Utility 2
Schedule 3
Page 4 of 6

Residential Low Income Single Family

Furnace does not run as much as before.

Bills not as high so easier to pay.

Crew was very cordial, good workers, etc.

Thanks—didn’t know such a service was available at no cost.
I never bad-mouth the utility—they 've been good to me.

LESSONS LEARNED

Long-running programs like LIURP provide time for program services to evolve and change.
Some of the changes that LIURP has enacted over the program’s life to improve its services and
respond better to customer needs include:

e Wall insulation was added as a measure in mid-1994, which significantly reduced
consumption in those households.

e Furnace replacement along with weatherization began in 1999. This measure, along with
the proper sizing of replacement furnaces, reduced consumption by over one-half in some
cases.

¢ In the mid-1990s, a cap of $450 was established for incidental repairs. Earlier customer
and some contractors were more interested in esthetics and a remodeling aspect rather
than energy reduction.

e Replacement of incandescent bulbs with compact fluorescent bulbs has required inter-
utility coordination. Some electric utilities cover the costs of CFLs provided by the
program’s non-profit contractors. To maintain program consistency, National Fuel pays
for up to three CFLs to the contracting agencies in cases where customers are served by
electric utilities that do not provide CFLs.

¢ Furnaces replaced under the Heating/Water Heating Repair or Replacement Program are
not used in the evaluation since no weatherization services were provided. However, this
measure generates the most positive customer feedback from customers because of
improved safety and the immediacy of installation and energy savings. This program
service serves many households that might not otherwise be eligible, since many
programs cap eligibility at 150% of federal poverty guidelines, while LIURP serves
customers up to 200% of these guidelines.

e Contractors receive routine feedback. When the mandated annual LIURP Activity Report
is sent to the Pennsylvania Public Utility Commission each spring, information is also
provided to program contracts on their activity and performance. This information
includes a list of homes they weatherized, 12-month pre- and 12-month post-consumption
history, dollars spent per site, percent energy reduction, and payback. Another chart
provided to contractors presents their activity by year where their participation in the
program is measured by such data as number of jobs, service provided (full or partial
weatherization), cost per job, average MCF saved per job, payback, customer feedback,
and timeliness of completions. National Fuel also uses these data for contractor

National Fuel’s LIURP is exemplary for the success and innovation it has achieved for delivery
of energy efficiency services to low-income households. LIURP has yielded a successful
collaboration among non-profit and for-profit contractors in locations where there was little prior
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cooperation and mutual trust. It also has established clear priorities among potential recipients
referred from local community action programs, federal/state programs (LIHEAP), and other
sources in order to address those households with greatest need and to be able to have the
greatest impact in energy and related cost savings.
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PROGRAM AT A GLANCE

Program name: Low Income Usage Reduction
Program

Targeted customer segment: Low income
residential homeowners

Program start date: 1988

Program participants: In 2001, there were 191
participants. Since the program began, it has served
over 3,100 households.

Approximate eligible population: Not available
Participation rate: Not available

Annual energy savings: 2001 program results = 54
MCF (540 therms) per job and 10,314 MCF (103,140
therms) total; cumulative annual program savings =

132,675 MCF (1,326,750 therms)

Cost effectiveness: $69/MCF saved

Budget
Year Program Costs
2001 $971,167
2002 1,227,394
2003 (preliminary) 992,280
2004 (not available)

Funding source: Funding for LIURP is mandated at
0.4% of gross revenues per National Fuel’s 1994 rate
case before the Pennsylvania PUC. Customers pay no
costs for program services.

Best person to contact for information about the
program:

e Zeke Nowicki

o National Fuel, PO Box 2081, Erie, PA
16512

e  Phone: (800)352-1020 or (814)871-8636

e Fax: (814)871-8602

¢ Email: nowickie@natfuel.com

e Web page: www.natfuel.com
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