
NorthWestern 

Ms. Kate Whitney 
Montana Public Service Commission 
1701 Prospect Avenue 
P. O. Box 202601 
Helena, MT 59620-2601 

Energy 

July 24, 2013 

RE: Docket No. D2012.5.49 Electric Tracker Filing 
Hearing Provide No.1 

Dear Ms. Whitney: 

Enclosed for filing is NorthWestern Energy's response to Hearing Provide No. 1 111 

Docket No. D2012.5.49. 

This Hearing Provide No.1 will be provided by first class mail to the most recent service 
list in this Docket. It will be hand delivered to the Montarla Public Service COlmnission 
(PSC) and to the Montana Consumer Counsel this date. It will also be e-filed on the PSC 
website. 

Please call Joe Schwalizenberger 497-3362 or Colleen Harper at 497-2226 if you have 
any questions. 

Enclosures 

Sincerely, 

Nedra Chase 
Administrative Assistant 
Regulatory Affairs 

NorthWestern Energy 140 East Broadway Street 1 Butte, MT 59701 

TEL: (406) 497-10001 FAX: (406) 497-2535 1 www.northwesternenergy.com 



CERTIFICATE OF SERVICE 

I hereby certity that a copy of NOlihWestem Energy's ("NWE") response to Hearing 

Provide No.1 in Docket D2012.5.49 has been hand delivered to the Montana Public Service 

Commission (PSC) and the Montana Consumer Counsel (MCC). It has been served on the most 

recent service list in this Docket by mailing a copy, thereof, by first class mail , postage prepaid 

and e-filed on the PSC website. 

Date: July 24th, 2013 

Nedra Chase 
Administrative Assistant 
Regulatory Affairs 
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DEPARTMENT OF PUBLIC SERVICE REGULATION 
BEFORE THE PUBLIC SERVICE COMMISSION 

OF THE STATE OF MONTANA 

In the Matter of NorthWestem Energy's Application For: ) 
(1) Approval of Deferred Cost Account Balances for ) REGULATORY DIVISION 
Electricity Supply, CU4 Variable Costs/Credits, and ) 
DGGS Variable Costs/Credits; and (2) Projected ) 
Electricity Supply Cost Rates, CU4 Variable Rates, ) DOCKET NO. D2012.5.49 
and DGGS Variable Rates ) 

NORTHWESTERN ENERGY POST-HEARING PROVIDE 

HEARING PROVIDE REQUEST NO.1: 
WITNESS: Bill Thomas 

Please provide a list of the electric DSM program adjustments that have been made as a result of 
the SBW Consulting, Inc. study. 

RESPONSE: 

See attached. 
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Electric Rebate Programs Procedural Changes 

Background: 
The SBW Consulting, Inc. (SBW) 2013 Programs Evaluation study identified two electric 
Demand Side Management (DSM)-funded rebate programs where the Total Resource Cost 
(TRC) test is less than 0.9. The programs are: 

• E + Residential Existing Electric Rebate 
• E+ Residential New Construction Electric Rebate 

A TRC test below 0.9 indicates the cumulative program costs (utility costs plus customer costs) 
exceed the value of the energy resource conserved using current avoided costs. All of 
NorthWestern Energy's (NWE) rebate programs only offer measures that individually pass the 
TRC test and typically rebates are set at 50% of the TRC value, so in response to these SBW 
findings, NWE investigated all utility costs associated with offering these two rebate programs. 
In addition to the programs with a TRC less than 0.9, NWE conducted the same marketing, 
administration, and rebate cost investigation for its other electric rebate programs with greater 
than 0.9 TRCs. 

NWE has directed DSM contractor KEMA Services Inc. (KEMA) to assure the energy savings 
will be realized by providing all possible due diligence. KEMA has established an excellent 
procedure to process customer rebate applications quickly and has provided exceptional records 
as is evident in the SBW study where virtually no problems were identified. KEMA has 
performed an outstanding effort of program implementation. 

NWE has identified some measures in various programs where the labor cost to provide all 
possible due diligence, plus the rebate payment, exceeded the measure's conservation resource 
value. It is a difficult balance between wanting to ensure the energy savings will be realized by 
providing all possible due diligence for each rebate application and keeping program 
implementation costs low enough that the overall program is cost effective. SBW recommended 
that NWE consider reducing the inspection rates on these programs. 

Proposed plan to reduce DSM-funded electric rebate programs implementation costs: 
The question is: By reducing the administration costs will the savings realization rate decrease, 
and if it does, will the savings decrease by more than the implementation cost decreases? 
Clearly a reduction in the administration costs is warranted for those measures where the due 
diligence labor cost plus the customer rebate cost exceeds the measure conservation value. In an 
effort to make the programs cost effective going forward, the due diligence is proposed to be 
reduced for many of the measures in each program. NWE would recommend eliminating any 
program that cmmot be cost effective. To achieve cost effectiveness, NWE has identified the 
following three tasks that staff believe can be reduced without a significant impact on the savings 
realization rates: 

• Verification of measure qualification and requirements 
• Verification of attached customer invoice detail 
• Inspection if needed 
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NWE directed KEMA to alter its due diligence procedures as detailed in the four tables below. 
Each individual measure offered under NWE's four electric rebate programs is listed and then 
color-coded according to the new level of due diligence KEMA has been directed to perfom1. 
The key is as follows: 

No color = Full Review. No change in due diligence. Full 8-step review as follows: 
• Rebate application review for complete information 
• Supporting document review for complete information 
• Verification of customer eligibility 
• Verification of measure qualification and requirements 
• Verification of attached customer invoice detail 
• Phone calls to gather missing infonnation 
• Inspection if needed 
• Mai ling of rebate check 

Grey = On lout of3 applications, perfonn a Full Review, with no change in due diligence as 
shown above. On 2 out of3 applications, omit the following two steps from the Full Review: 

• Verification of measure qualification and requirements 
• Verification of attached customer invoice detail 

Yeillow = For all applications, remove the following three steps from the Full Review: 
• Verification of measure qualification and requirements 
• Verification of attached customer invoice detail 
• Inspection if needed 

KEMA has also been directed to revise the procedure for all new construction measure rebate 
applications. It is common for customers/contractors to submit rebate applications prior to the 
facility account infonnation being entered into ORCOM. KEMA is required to vetify that the 
customer account information in ORCOM matches the rebate application information, that the 
account is energy supply and not Customer Choice, and that NWE is the supplier of the energy 
associated with the rebate measure. KEMA carmot perfonn these activities until the facility 
account infOlmation is entered into ORCOM. KEMA currently checks ORCOM weekly for all 
new construction rebate applications where the account infonnation did not exist previously. 
KEMA will be directed to check ORCOM every two weeks to see if the new construction 
account infonnation has been entered so the rebate application processing can be completed. 
KEMA will check ORCOM every two weeks and after three tries (6 weeks) NWE staff will be 
notified to investigate the specific project and ORCOM infonnation hold-up. 

NWE will continue to monitor the rebate programs for cost-effectiveness and program 
implementation costing trends each year as part of the Calendar Year report. 
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Table I E+ Residential Existing Electric Rebate Program 
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Table 2 E+ Residential New Construction Electric Rebate Program 
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Table 3 Commercial Electtic Rebate Program for Existing Facilities 
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