Review of “Home Energy Reports”
Docket No. 08-999-05
February 28, 2011

Background

On December 17, 2009 in Docket No. 08-999-05, the Public Service Commissioahofth
“Commission”) adopted amendments to the Public Utility RegulatoticiBs Act (“PURPA”)

as contained in the Energy Independence and Security Act of 2007 (“29A7).ESpecifically,
the Commission adopted the Smart Grid Information Standard codifiSéa®n 532 of 2007
EISA amending Section 111(d) of PURPA and U.S.C. 82621(d). As palttiofotder, the
Commission directed Rocky Mountain Power’s (the “Company”) demmaedimianagement
advisory group to review the concept of a “home energy report” and pravisisommendation
to the Commission whether such a report is appropriate for impletoanita Rocky Mountain
Power’s Utah service territory. The Commission directed sechmmendation be provided by
May 1, 2010. Relevant language from page 19 of the Commission’s order is provided below.

“...we direct the DSM advisory group to review the Home Energy Repattprovide a
recommendation whether or not such report is appropriate and, if sajraateof the
costs and timing necessary to implement such report. Said remmhatron shall be
submitted to the Commission by May 1, 2010.”

The concept of the home energy report was introduced in this dbgkatgroup of parties
consisting of the Brendle Group, Park City Municipal Corporation Envirorah&uistainability
Department, the Environmental Defense Fund, the Town of Alta, and Cledn Energy
(“Brendle et al”). In their comments submitted to the Commission in this dodiest Navember
25, 2009, Brendle et al stated that home energy reports are able tdepresidential and
commercial customers information on their energy usage and the sduhat energy. As stated
in the December 17, 2009 order, the Commission found merit in the conceptoofie energy
report, stating that information provided in such reports “could havenarediate impact on
energy conservation in the Company’s Utah service terrifory.”

On April 8, 2010, Rocky Mountain Power filed a letter with the Corsiais requesting an

extension of the due date for the report from May 1, 2010 to Februa2@®8,in order to allow

the Company sufficient time to complete an ongoing evaluatienldme Comparison Report
product received through a competitively bid request for a proposal.

In the April 8, 2010 letter to the Commission, the Company offeseslibmit a report which
provided a summary level inventory of known “home comparison reportsizia currently
being provided to electric utility customers in the United StateMay 1, 2010. On April 30,
2010 the Company provided the summary level inventory report and contineedliation of
home comparison reports in order to fully vet the information negessarespond to the
Commission’s initial direction to provide a recommendation on home energy reports.

! Refer to page 19 of the Commission’s order in Rod¥o. 08-999-05.



Review and Findings

As stated by the Company in its April 8, 2010 letter to the Casion, the Company believes
home comparison reports, or home energy reports, are worthy of catisideA growing
number of utilities have begun offering home comparison reports todingtiomers; however,
most of these offerings are being described as pilot progratiigiet) are testing customer
reaction to receiving the reports, seeking to understand the sbsibirad the savings, looking
for interaction and impact on other utility programs offered, rigsgirogram economics, and
seeking to understand measurement and verification requirements and challenges.

Energy savings from behavioral actions taken by customers can beo&iveand are in many
ways similar to the energy efficiency education that has been augtinrough public and utility
forums and channels for many decades. The primary differeticatibome comparison reports
seek to foster a comparative approach and are accompanied by @ure$iort to measure,
track and report energy savings; savings which historically,tdihe broad approach taken in
disseminating the information, were believed to be too difficult tiengit to quantify. It was
presupposed that smart energy users would translate to smary eheiges and therefore
energy savings. Costs of such efforts were folded into theyistibverall program portfolio in
order to support their economics (they had no attributed savings of their own).

Today’s home comparison report products are attempting to change tbischapproach, to
develop behavioral change products capable of educating consuniemesinde savings and
being measured. While still in their infancy in many facets, what motivates different
customers, where the savings come from, and the sustainabilityinfsaver time, today’s
home comparison reports are growing in popularity and use.

The use of customer data, both utility (usage history, etc.) and nip{lndusing type and size,

general household demographics, climate information, etc.) datagidetwelopment of the

comparison reports has prompted a measure of customer concernngegairdicy. The type of

data required, and in some cases, unflattering energy use compaasensd some customers
to call, voice their concerns, and cancel their participation in hemeegy report programs.
While the number of customers reacting to the reports in this maasebeen small, it warrants
mentioning that these concerns could result in Commission inquiriesngplaints if a home

comparison report program is offered in Utah.

Rocky Mountain Power’s review of the home comparison reports suggest there enpabe in
the Company’s residential program portfolio for such a programitéesientified limitations
that may reduce applicability to all customers. In a review ofehoamparison report program
economics, two key variables or assumptions tend to drive program ecendjnimumber of
households receiving the reports and 2) average household usage. As onexpeatd both
variables influence program savings; however, they also influerogggon potential. A third
variable, the percentage of savings per home, is also a key vahableyer, is not as utility
specific or relevant to the Company’s review in that utdit\aluations of similar programs are
consistently showing savings in the 2-3 percent range with etidsts at the lower end of this
range and longer running pilots near the middle to upper end of this range.



Home comparison reports are generally priced on a per householdcbeaisg a requirement
to derive sufficient savings from each household to justify the 8aste savings opportunities
are the greatest in households with above average electricity qoisunthese homes become
the target market audience for two reasons; greater opporfonigavings and thus greater
savings achieved; both necessary to justify the per household costsvafing the reports.
However, to provide good comparison reports for each home treated wighitatgeted
households, a corresponding set of comparison homes (which do not receive ey
report) must be identified and their usage tracked. In short, if yect & provide home
comparison reports to 50,000 to 75,000 households, it requires another compasatilatyset
of households, another 50,000 to 75,000 households, be identified and tracked. “Similarly
comparative” means comparable housing type, climate zone and sathigar demographic
characteristics in order to derive the needed 1) comparative informatioackinty of household
improvements over time, and 3) measurement and verification of prdgpasehold/program
savings. A 50,000 household program requires the program manage, monitor knthedrac
monthly or quarterly energy usage (depending on frequency akpwets) of nearly 100,000
households with sufficient energy consumption to ensure a cost-effectiggam. The control
group or households not receiving the home comparison reports cannoip@artio the
program as they are needed to demonstrate participating custormgyss In the near-term, this
limits the applicability of the program to all or a number of Robdkountain Power’'s Utah
customers proportionate to the number of households receiving the comparison reports.

In addition to the per household driven economics, providing home comparison regaitss
access to and the management of large amounts of data, includiygcustomer usage data. A
utility offering home comparison reports must develop data trapséeedures and extract files,
data change or update procedures and extract files, and a dataoussm to facilitate the
management and exchange of customer information needed to operategtiaen. In addition,
training a utility’s call center representatives to handleotost calls, establishing web page
information, linking the utility’s web page to that of the prograraviders web page/program
page (if an outsource solution is selected), utility/vendor collaieformation development,
coordination of offering with other Company demand-side program offeriand the
development of energy saving tips and promotions all add to the onewtitnengoing support
requirements and costs of offering home comparison reports.

Cost Analysis

Rocky Mountain Power reviewed several cost benefit scenariosaluating a pilot home
comparison report program. The Company provides the following two szertarillustrate
general program economics and the impact of a programersigeonomics. For the purpose of
this analysis, and consistent with the Company’s findings, key vasiglich as implementation
and ongoing operational costs, the weighted average of annual househo)dandag&icipated
percent of per household saving are for the most part constant batveetmo scenarios. As
previously mentioned in this report, a larger pilot program helpgatdithe relatively static
one-time/start-up costs and may result in a modest reduction imopsehold report and data
analysis cost. Ongoing support costs are not expected to be impacted by prbgram s



Home Comparison Report (Utah only) Pilot Option 1 | Pilot Option 2 | Comments
Dependent variable on economics

Number of household receiving reports 50,000 75,000 larger is preferable to overcome
one-time upfront costs

Number of households required for analysis 100,000 150,000 Included treated and non-treated
households

As percent of residential customers ~ 14 percent pettent Ass_ume_s roughly 710,000
residential households

Targeted annual usage (weighted average 16,000 KWh 16,000 KWh Average residential usage in Utah

not minimum)

9,300

Assumed savings from homes receiving
comparison reports

2.04 percent

2.04 percent

Weighted average savings over 3
years, 2.24 percent by year 3

Total savings (3 years)

48,960 mWh

73,440 mW

Assumes savings from 50,000 or
h75,000 households over first three
years implemented

One-time Costs

$169,100

$175,100

Report engine setup, development
of data extracts and files, data

warehouse, call center training, etc.

Ongoing Support Costs

$272,580

$272,580

Data management, call center
support, etc.

Report and Data Analysis

$1,612,500

$2,306,250

Assumes 6 reports per year, treate
homes

Evaluation Costs

$75,000

$75,000

Year 3 cost, validate savings and
formulate program recommendatia

Total Cost of 3 Year Pilot

$2,129,180

$2,828,930

Estimate only, actual costs may va
depending on final design,
regulatory requirements, etc.

Average cost per kWh of savings

$.0435

$.0385

Not levelized, straight average ove
the three year pilots and assumes

year measure life

As illustrated in the analysis, a larger pilot program resaltsiore savings and savings at a
lower average cost per kwh and 50 percent more MWh savings atly h# percent lower cost

per kWh saved.

In addition to program size, the second largest key economia @sie@erage household usage
of participating homes. From an average perspective, Utah’'s miaidbousehold usage is
approximately 9,300 kwh annually. For the purpose of the two scemaessnted in the table
above, Rocky Mountain Power assumed a pilot program would target getrdoi homes with a
weighted average household usage of 16,000 kWh annually. If, for the purposeanélysss,
the weighted average household usage is reduced to 10,000 kWh, the aansebizpd| cost per
kWh saved would increase for the 50,000 and 75,000 household pilots to $.0696 and $.0616,
respectively. This occurs as a result of the one-time costs, ongigapgrt costs, report and data

ry
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analysis costs, and evaluation costs remaining static conceahmgassumptions on targeted
household or average household usage.

Presuming a home comparison report pilot program is succesdfieliatring verifiable and
sustainable savings, and it's continuation beyond an initial pilobghesi warranted, at some
point it would likely be appropriate to: 1) expand the set of householdsipatihg (receiving
reports), or 2) rotate the households receiving reports. Howevescuassion of the impact of
expanding participation on program performance is warranted. As thbenwf participating
customers increases (the greater the market penetratioofréte program) the greater the
likelihood that program performance will be degraded. Because aaprogill likely target the
highest energy using homes first, the program will experiendecine in average targeted
household usage as more homes participate. This dynamic will ire¢ests verifiable program
savings and greater challenges in verifying program savings. \ldoytlis may be offset, or the
impacts delayed, if program costs improve and or program desiguatiewnsl| are forthcoming
that enable greater per household savings than the 2-3 percent assumed today.

Provided the savings and cost assumptions are accurate and lemed rddocky Mountain
Power’s initial review suggests there are a sufficient nurobkigher usage households in Utah
to support the program beyond the three year pilot period. Initial assnare that at least
100,000 households could be targeted for participation and maintain the espoopicsed in
this report. The exact number beyond 100,000 households, however, has not beed.artadyze
Company assumes that too many variables are subject to chvaggéhe next three years to
make this type of analysis valuable at this time.

Estimated | mplementation Timeline

Tasks to Implement Time required?
Complete vendor negotiations and execute delivgrgeament 5 weeks
Prepare and file program for regulatory approval 4 weeks
Advisory group review 2 weeks
Regulatory approval timeline 9 weeks
Preparations for program launch* 15-20 weeks

*Preparation tasks include but are not limited to:

1) Finalizing data and technical support requirements

2) Development of technical infrastructure(s) i.eraats, data warehouses, secured data
transfer processes, configuration of necessarywaar] software and network
infrastructures, web access/sign-on capabilitiessaistem testing

3) Analysis, selection and data enrichment of targptaticipating and comparison
household data i.e. acquire and match customer giaploics, housing data, location
data, and other data necessary for the creatitmediome energy reports

4) Data segmentation and targeted household refinesmenbrporating third-party
information to finalize targeted households

5) Development of program communications includingorépontent, web content,

2 Assumes the company is not required to reinitlaéeprocurement of a third party vendor.



Tasks to Implement Time required?

customer newsletters, customer tip sheets, antédgtaogram collateral i.e. welcone
letter, bill inserts, report envelope, etc.

6) Internal testing using real customer data, repenegation and reviews to ensure
accuracy and consistency of information, testegort generation functions and wep
support functions

7) Call center training and support materials i.eplsgreens, support numbers, etc.

8) Customer informational letters mailed explaininggmam

9) Begin report delivery

Estimate of time from decision to proceed to impatation 35-40 weeks

Recommendation

Rocky Mountain Power’s review of the home comparison reports suggest there enphabe in
the Company’s program portfolio for such a program despite idahtlimitations that may
reduce applicability to all customers. While it's clear tHase tools are still evolving and
improving, as evidenced by the evaluation data emerging frortingxigtility pilot programs,
considering a pilot program to test customer response and toativeffeess may prove
beneficial in growing markets such as Utah. Programs that prelgcteach out to customers,
help them better understand and assess their energy usage, and help educate thésntamseffic
of electricity seems a logical step forward in program services.

That said, the design, effectiveness and cost of these tooil iis §te development stages as
competition among third-party providers and software companies intgosgrovide market-
ready products for utilities to offer their customers. In addifwaguct requirements vary and as
evidenced by the implementation requirements noted in this repatisheutility investment in
information technology and systems required to provide the program; wbgth may be
specific to a given solution offered, i.e. may need to be replichtditility moves from one
delivery platform, provider and or software to another.

Rocky Mountain Power believes a measured approach is warranted anéhis the exploration
of home comparison reports, suggesting that if a program is offeftdthh it be done under a
pilot basis with an appreciation and understanding of the programigysiseand limitations
identified in this report. Rocky Mountain Power would require the suppdhieo€ommission in
this exploratory effort and an understanding that the pilot or pilotplementation may be
cancelled if: 1) program costs/requirements exceed initial dstefexpectations, 2) program
savings are less than anticipated, 3) customer reaction is noivgosit 4) the program
economics warrant such cancellation. The Commission should recoligaip#ot designation as
an admission by the Company that much is yet to be leaggedding home comparison reports
and offering a program at this time is intended to furtheCitvapany’s and the State of Utah's
understanding, not be a guarantee of the program’s economics or effectiveness.

If a pilot program is pursued, Rocky Mountain Power would recommemuitah program size
of 75,000 households and that selection of participation be based on highageause



households. These two recommendations provide the best opportunity for arpdoam’s
success, for reasons previously presented in this report.

As proposed, the pilot program costs are estimated not-to-exceed $&8 avier three years; a
home comparison report program could be implemented in 35-40 weeks. Ifia puosued, the

Company would propose recovering its cost through the existingrideff mechanism and may
require an adjustment to the existing collection rate to fund.



