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BEFORE THE PUBLIC SERVICE COMMISSION OF UTAH

APPLICATION FOR APPROVAL OF THE )

2026YEAR BUDGET FOR ENERGY ) Docket No. 25-057-22
EFFICIENCY PROGRAMS AND MARKET ) ENBRIDGE GAS UTAH’S
TRANSFORMATION INITIATIVE ) REPLY COMMENTS

Questar Gas Company dba Enbridge Gas Utah (EGU or Company) respectfully submits
these Reply Comments to the Action Request Response (response) issued by the Division of
Public Utilities (Division or DPU) on December 4, 2025, the Comments issued by the Office
of Consumer Services (Office or OCS) on December 4, 2025, and the Reply Comments (reply)
issued by the DPU on December 17, 2025.

l. BACKGROUND

On October 31, 2025, Enbridge Gas Utah filed an Application for Approval of the 2026
Year Budget for Energy Efficiency Programs and Market Transformation Initiative (MTI)
(Application). On November 3, 2025 the Utah Public Service Commission (Commission)
issued an Action Request to the Division seeking feedback on the Company’s Application. On

November 5, 2025 the Commission issued a Notice of Filing and Comment Period allowing



interested parties to file comments on or before Thursday, December 4, 2025, with reply
comments due by December 19, 2025. On December 4, 2025, the Division filed its Action
Request Response and the Office filed its Comments in this docket. On December 17, 2025,
the Division filed a Reply in this docket.

1. SUMMARY OF THE DIVISION’S ACTION REQUEST RESPONSE &

REPLY COMMENTS

The Division’s Response summarized the proposed program changes and generally
supported the approval of the Application, subject to specific conditions and ongoing oversight.
The Division noted that the proposed programs continue to pass both the Total Resource Cost
(TRC) and Utility Cost Test (UCT), indicating cost-effectiveness across the portfolio. However,
the Division expressed concern over what perceived declining participation trends and
diminishing cost-effectiveness ratios over time, particularly within the Appliance and Business
Programs.

The Division’s Response also raised specific concerns regarding the proposed inclusion
of hydronic heating coil equipment, questioning whether the incentive level is appropriately
calibrated to influence average customers rather than higher-income participants. The Division
recommends that rebate levels and the underlying market justification be reviewed through the
ThermWise® Advisory Group prior to approval.

In its conclusion, the Division’s Response stated that it ““...continues to find value in the
overall program objectives” and that “all the programs have met their TRC and UCT cost-
effectiveness ratios.” The Division closed its Response with a recommendation that the
Commission approve the requested 2026 Energy Efficiency and Market Transformation

Initiative Budget.



Additionally, the Division filed Reply comments on December 17, 2025, generally
concurring with the recommendation in OCS’s memo and offering “...a compromise that
utilizes the Division’s initial recommendations.” Specifically, the Division’s Reply comments:

e Concur with the OCS that the hydronic heating coil equipment rebate eligibility
should be omitted from the 2026 budget until the ThermWise® Advisory Group
can provide insight on the appropriate incentive levels.

e Suggested that the ThermWise® Advisory Group evaluate the value and
continued funding for the MTI budget and further recommended that the Group
evaluate whether the current MTI budget should cover a third-party program
evaluator, or whether the Company should receive a budget increase to cover
the evaluation cost.

e Concur with the OCS’s recommendation that the Company should provide an
in-depth explanation, at a measure level, of the energy-savings assumptions that
underpin the cost/benefit metrics.

The Company appreciates the Division’s analysis provided in its Response and Reply
comments and agrees with the recommendation that the Commission approve the 2026 Energy

Efficiency and Market Transformation Initiative Budget.

1.  SUMMARY OF THE OFFICE’S COMMENTS

The Office reviewed EGU’s proposed 2026 Energy Efficiency (EE) and Market
Transformation Initiative budget and provided Comments on December 4, 2025. The OCS
acknowledged that the Company’s filing meets reporting requirements but raised several
concerns and made some recommendations.

First, the OCS noted that EGU’s only proposed incentive change for 2026 is the addition
of a hydronic heating coil equipment within the Appliance, Builder, and Business programs.
While the OCS does not dispute the functional equivalence of the hydronic heating coil to a gas

furnace backup in dual-fuel systems, it questioned whether the proposed rebate amount—up to



$1,200—is appropriate given the likely lower cost of the coil as compared to a high-efficiency
gas furnace. The OCS recommended that this measure not be approved at this time and instead
be referred to the ThermWise® Advisory Group for further review and determination of an
appropriate incentive level. The OCS also expressed concern over long-term trends in program
participation and gas usage reductions.

Additionally, while the OCS did not recommend changing the Company’s requested
overall budget at this time, it highlighted concerns about allocating new funds for third-party
program evaluations.

Finally, the OCS emphasized the need for greater transparency in energy-savings
assumptions that underpin cost/benefit metrics. It recommended that the Commission require
EGU to provide detailed explanations of these assumptions and address significant swings in
cost-effectiveness results for the Energy Comparison Report (ECR) program. In summary, the
OCS recommends that the Commission 1) reject the proposed hydronic heating coil incentive
until reviewed by the ThermWise® Advisory Group, and 2) approve EGU’s plan for impact
evaluations only if funded within the existing MTI budget and accompanied by detailed
explanations of energy-savings assumptions, 3) require EGU to explain recent inconsistencies
in cost/benefit outcomes, particularly for the Energy Comparison Report program.

V. COMPANY REPLY COMMENTS

The Company appreciates the Division and OCS analysis provided in this docket.
However, some of the issues raised by both the OCA and the Division require additional detail
for clarity.

Specifically, the Division’s Response includes some speculative commentary. For

example, the Division suggested that a trend of declining participation could stem from “that



rebate incentive amounts are not suitable for the target market” (DPU Response, Page 7
Paragraph 1). The Division also questioned whether offering a rebate of “only $1,200” for a
hydronic heating coil that costs between $13,700 and $48,000 “...provides a real incentive for
everyday consumers or for wealthy consumers who do not need an incentive to purchase this
type of system” (DPU, Page 7 Paragraph 2). These statements reflect a fundamental
misunderstanding of energy efficiency principles on how and why rebate amounts are
determined.

First, and most importantly, rebate or incentive amounts are set at a level to ensure that
rebate measures remain cost effective. To put it another way, utilities seek to create rebate
measures where the benefits of installing the high efficiency equipment (natural gas savings
over the useful life of the equipment) exceed the costs (rebate amounts are evaluated as costs in
some cost effectiveness tests). Additionally, utilities generally set rebate amounts at a level with
the intent to reduce incremental costs for customers (efficient option vs. baseline equipment
option) and to motivate switching, but not high enough so that the program “overpays” for
natural gas savings. So, in the example the Division gave of a hydronic system where total costs
range between $13.7k and $48k, the Company’s goal is not to cover the entire cost of the
equipment, but rather to cover a substantial portion of the incremental costs between the
hydronic system and the less efficient baseline equipment. Additionally, the Division’s analysis
fails to include the comparable total costs of the less efficient equipment options so that an
evaluation of the incremental costs of the hydronic system to the baseline can be accurately

compared.



The Company has properly set the rebate amounts with these principles in mind,
and in full consideration of the data available. [Can we explain why these rebate amounts

are properly set? What DID we consider? Why DID we pick these amounts?]

The Company agrees with the Division’s recommendation that the Commission direct
it to conduct another discussion of rebate amounts and other cost-effectiveness considerations
in a 2026 ThermWise® Advisory Group meeting. The Company believes that the intent of the
Advisory Group, when it was established in 2007, was to raise and address issues such as
those raised in this docket by the Division. In fact, the Company proactively raised some of
these issues in a ThermWise® Advisory Group meeting on April 29, 2025. The Company
encourages all members of the Advisory Group to suggest topics to the Company that they
would like to see addressed in future meetings and to come to those meetings ready to engage
and ask questions, and will include these topics in upcoming Advisory Group meetings.

The Division also raises other issues such as decreasing participation trends and states
“that cost-effectiveness ratios for both the TRC and UCT have decreased over time, indicating
that the programs may be less effective than they once were” (DPU, Page 20, Paragraph 1).
Again, the Company believes that these are valid and important issues raised by the Division
and supports discussing these issues in Advisory Group meetings. It is important to note that
changing participation over time is a natural occurrence in energy efficiency programs. In the
cycle of rebating high efficiency equipment, it is natural for participation to start slowly,
increase over time, and peak, at which point the market is changed and the Company takes the
prudent step of eliminating the market-adopted equipment as a rebate-eligible measure. This

cycle has been repeated many times over the nearly eighteen-year life of the ThermWise®



programs. Examples include .35 u-value (thermal transmittance) windows, programmable
thermostats, clothes washers, natural gas dryers, .62 energy factor (EF) water heaters, .80 EF
tankless water heaters, 90% efficient furnaces, 85% efficient boilers, federal tax credits for
homes, and ENERGY STAR® rated new homes. In each of these examples, the referenced
equipment has either been eliminated as a rebate measure (because the market has
transformed for a particular piece of equipment) or has been eliminated and replaced by a
more efficient version of the equipment.

The Company further believes that attempts by the Division to tie changes in
participation trends to the effectiveness of its advertising efforts and the market transformation
initiative are misinformed. The Company’s MTI is directed at market awareness of the
ThermWise® programs overall, not at increasing participation in any one rebate measure. This
awareness strategy is intended to spark customer memory of ThermWise® and influence
purchasing decisions in favor of the most efficient option at critical decision points (such as
when a furnace fails or when a water heater begins to leak). As such, the best evaluation of the
Company’s MTI budget comes from the awareness scores in its annual customer survey,
performed by Lighthouse Research in 2025, and included in this docket as part of EGU Exhibit
1.7.

The Division’s analysis also fails to address any of the additional data or outside sources
that the Company included in support of the MTI (Application, pages 7 & 8, paragraphs 21-24
and EGU Energy Efficiency Exhibit 1.7) and the Company’s awareness efforts overall,
specifically, in support of the MTI, the Company’s Application Stated:

Utah’s natural gas consumption patterns remain closely tied to regional

population growth, housing development, and industrial expansion. According to the
U.S. Energy Information Administration (EIA), Utah’s residential gas consumption has



grown by approximately 10% over the last decade, even as per-customer usage declined
by nearly 5%, reflecting the impact of efficiency and behavioral programs like MTI.1

Despite the growing prevalence of ENERGY STAR-rated appliances and
historical success of the ThermWise® programs, market penetration in the Intermountain
West remains uneven. The U.S. Environmental Protection Agency (EPA) reported in
2024 that approximately 45% of gas furnaces sold nationally met high-efficiency
criteria, compared to 38% in the Mountain Census Division.? Without coordinated
market interventions, the regional adoption gap is expected to persist or widen,
particularly among low- and moderate-income households and small businesses that
depend most on accessible information and targeted outreach.

These data underscore that market transformation remains incomplete, and that
continued investment is warranted to sustain long-term efficiency gains and ensure that
future equipment markets reflect least-cost resource strategies.

Energy markets do not operate with perfect information. Absent market
transformation efforts, adoption of efficient natural gas technologies often stalls at
suboptimal equilibrium levels due to consumer information barriers, contractor
familiarity, and perceived risk aversion. Empirical research from the Lawrence Berkeley
National Laboratory shows that targeted behavioral and awareness programs sustain
adoption levels 25-40% higher than those achieved through rebates alone.®

The OCS raises similar issues to those discussed by the Division. Namely, questioning
inclusion of the hydronic heating coil equipment, requesting greater transparency of cost-
effectiveness assumptions and underlying benefit/cost analysis, and year-to-year swings in
benefit/cost outcomes (particularly for the ECR). The Company appreciates this feedback and
has sought to be responsive to these issues over the years. As mentioned, a discussion of cost-
effectiveness inputs and details was performed by the Company at the April 29, 2025, meeting
of the Advisory Group. The Company has included a copy of cost-effectiveness slides from that
meeting (as “Exhibit 1 — Cost Effectiveness Slides 4-29-2025”)for the Commission’s reference.

Additionally, the Company includes in its annual filings, equipment specific savings

estimates, expected equipment life, and incremental costs (as well as the sources for those

1 U.S. Energy Information Administration. (2024). Natural Gas Consumption by Sector, Utah. Washington, D.C.: EIA.

2 U.S. Environmental Protection Agency. (2024). ENERGY STAR Appliance Market Profiles by Census Division.
Washington, D.C.

3 Lawrence Berkeley National Laboratory. (2022). Behavioral Interventions in Energy Efficiency: Evidence and Outcomes.
Berkeley, CA.



estimates) for every piece of rebate-eligible equipment (EGU Energy Efficiency Exhibit 1.13
in this docket). Benefit/cost results are also provided in each annual filing, not only at the
program level, but also for every piece of rebate-eligible equipment. In this docket, that
information is shown in EGU Energy Efficiency Exhibit 1.12.

Specifically in response to the OCS’s question on changes in the year-to-year
benefit/cost results of the ECR, the simple answer is that changes in one-year projected natural
gas costs can have substantial impact on cost-effectiveness results. This is because, unlike every
other high efficiency measure that the Company rebates and claims natural gas savings from,
the ECR natural gas savings is only claimed for a single year. So, for example, in 2021, the
projected first-year winter natural gas cost forecast (obtained by the Company from a weighted
average of a 25-year S&P Global Commodity Index and 20-year Platts Modeled Natural Gas
Curves) was $3.39 per dekatherm (Dth). The corresponding TRC and UCT value for the ECR
in that same program year was 1.79. For comparison, in 2025 the first-year winter natural gas
cost forecast was $5.21 per Dth and the TRC and UCT results for the ECR program was 2.74.
Finally, in the 2026 filing, the first-year winter natural gas cost forecast was $4.42 per Dth and
the TRC and UCT results for the ECR program was 2.51. In other words, the ECR cost-
effectiveness results really are a function of changes in one-year natural gas cost forecasts.

In the OCS Comments, the Company seeks to clarify an issue raised concerning the MTI
budget and the proposed 2026 program evaluations. Specifically, the OCS’s recommendation
that the Commission approve the Company’s plan for EE program impact evaluations “...if the
Company funds them within its existing MTI budget...”. The Company has proposed a 2026
MT]I budget of $1.38 million which is an increase of $60 thousand over the 2025 budget. The

proposed increase is directly attributable to the program evaluations. If approved at the proposed



level, the Company commits that 2026 MT]I spending will not exceed the $1.38 million amount
and that it will look for ways to reduce spending and work with third-party contractors to bring
actual MTI costs in below the budgeted amount.

VI. CONCLUSION

The Company appreciates the input of the Division and the Office and recommends that
the Commission approve the Application with the following modifications, as proposed by the
Office and the Division:

e The Company proposes to remove the hydronic heating coil as an eligible
piece of equipment as part of the dual-fuel heating system in 2026. The
Company agrees to discuss these systems in greater detail with the
Advisory Group in 2026.

e The Company proposes to conduct another in-depth analysis of program
benefit/cost outcomes and cost effectiveness assumptions with the
Advisory Group in 2026.

e The Company supports the Division’s and Office’s recommendation to
discuss the value and continued funding of the MTI budget in 2026
Advisory Group Meetings.

Based on the foregoing, and the contents of the Application and accompanying
exhibits, the Company respectfully requests that the Commission approve the Company’s
Application and the 2026 EE and MTI budget of $36.1 million, with those proposed changes
described above. The Company requests approval effective January 1, 2026.

DATED this 19" day of December 2025.

Respectfully submitted,

ENBRIDGE GAS UTAH

enniffer Nelson Clark (7947)
Attorney for the Applicant
333 South State Street
P O Box 45433
Salt Lake City, Utah 84145-0433
(801)324-5392
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CERTIFICATE OF SERVICE
I, Rena Porter, certify that a true and correct copy of Dominion Energy Utah’s Reply

Comments was served upon the following by electronic mail on December 19, 2025:

Patricia E. Schmid Sarah Wright

Patrick Grecu Executive Director
Assistant Attorneys General Utah Clean Energy

500 Heber M. Wells Building 917 2" Avenue

160 East 300 South Salt Lake City, UT 84103
Salt Lake City, UT 84111 sarah@utahcleanenergy.org

pschmid@agutah.gov
pgrecu@agautah.gov

Robert Moore Michele Beck

Assistant Attorney General Director

500 Heber M. Wells Building Office of Consumer Services

160 East 300 South 400 Heber M. Wells Building

Salt Lake City, UT 84111 160 East 300 South

rmoore@agutah.gov Salt Lake City, UT 84111
mbeck@utah.gov

Phillip J. Russell Kevin Higgins

James Dodge Russell & Stephens P.C. | Neal Townsend

10 West Broadway, Suite 400 Energy Strategies

Salt Lake City, Utah 84101 215 South State Street #200

prussell@jdrslaw.com Salt Lake City, UT 84111

khiggins@energystrat.com
ntownsend@enerqystrat.com

Elise Jones Chris Parker

Southwest Energy Efficiency Project | Brenda Salter

2334 North Broadway, Suite A Division of Public Utilities
Boulder, CO 400 Heber M. Wells Building
ejones@swenergy.org 160 East 300 South

Salt Lake City, UT 84111
chrisparker@utah.gov
bsalter@utah.gov

/s/ Rena Porter
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Exhibit 1 — Cost Effectiveness Slides 4-29-25
ENBRIDGE

Cost Effectiveness
Discussion

4/29/2025 1



ENBRIDGE

In a technical conference held July 6, 2023, in General Rate Case Docket 22-057-03,
parties asked that a review of the cost effectiveness tests be provided in a DSM
Advisory group meeting prior to the next general rate case.

* ThermWise model does a time value of money (TVM) calculation
» Benefits are projected out over the life of the equipment and discounted back to today (time 0)
(example: avoided gas costs forecast x estimated natural gas savings x estimated equipment life)
* Costs occur only once (in time 0) and therefore are not discounted

* Cost Effectiveness Inputs

Benefits Costs Other Inputs

* Avoided Gas Costs * Program Administration * Estimated/realized natural gas savings
* Total Rate * Equipment Incremental Costs * Equipment Life

* Tax Incentives * Lost Revenue * Interest Rate / Discount Rate

* Rebates / Incentives * Rebates / Incentives

4/29/2025 2



ENBRIDGE

* Price Forecast — 38-year forecast. 2-year average of monthly
S&P Global price forecasts, the next 22 years are S&P Global
long-term price forecasts, remaining 14 years are escalated at %
of consumer price index (CPIl) forecast.

 Total Rate Forecast — Current customer rate escalated at % of
CPI forecast.

* Natural Gas Savings — Analyzed at the measure level.
Adjustments made for the season in which the savings will
occur.

* Equipment Life — Modeled at the individual measure level.

 Discount Rate — 5.35%

4/29/2025 3



ENBRIDGE

* Avoided Gas Costs — Remain historically low
e 2007 - S7.06 (Summer) $9.41 (Winter)
e 2024 IRP - $2.82 (Summer) $5.09 (Winter)
e 2025 Budget - $3.15 (Summer) $5.21 (Winter) - (512.09 in
winter 2062)

* Natural Gas Savings — Equipment standards continue to increase
and savings continue to decrease

* Incremental Costs —
 Example:
2017 R-5 Windows = $6.00 sq. ft.
2025 R-5 Windows = $3.50 sq. ft.

* Equipment Life — Modeled at the individual measure level.

4/29/2025



ThermWise Cost-Effectiveness

ENBRIDGE

The ThermWise Model measures Cost Effectiveness at both the Program

ENERGY EFFICIENCY - BUDGET 2025 - FORECASTED PARTICIPANTS & COSTS - PROGRAM PORTFOLIO DESCRIPTIONS (1 Year)

Ratepayer Impact Measure Total
Total Resource Cost Participant Test Utility Cost Test Test Participants
PROGRAMS NPV B/C MNPV B/C MNEV B/C NPV B/C 1Years
ThEI’mWiSE= Appliance Rebate 53,885,178 1.60 529,370,304 5.33 53,451,632 1.50 52,452,124 0.81 14,085
ThEI’mWiSE= Builder Rebates 57,408,688 1.54 550,799,929 4.18 511,216,567 2.14 -5100,242 1.00 24,303
ThEI’mWiSE= Business Rehates 5483,207 1.11 511,349,126 4.49 51,896,095 1.68 -5485,418 0.91 732
ThEI’mWiSE= Weatherization Rebates 5382,406 1.04 521,017,836 3.10 52,126,386 1.26 53,071,932 0.77 27,195
ThErr‘|'|'l.l"|.."i5|:a= Home Energy Plan 5569,763 2.19 53,587,195 74.63 5560,019 2.15 -5111,779 (.90 2,240
Low Income Efficiency 5544,303 1.71 53,084,813 11.19 5576,298 1.78 -5143,725 (.90 1,512
Energy Comparison Report 5907,385 2.74 53,554,709 8.33 5907,385 2.74 548,947 1.04 228,000
Market Transformation -51,320,000 .00 50 M/ A -51,320,000 (.00 -51,320,000 .00 ]
Totals $12,860,931 1.34]  $122,763,912 233  $19,414,381 163  -$7,636,273 0.87 70,067|
and the Measure levels
COSTEFFECTIVENESS TESTS - BUDGET 2025 - FORECASTED PARTICIPANTS & COSTS - THERMWISE APPLIANCE REBATES PROGRAM (1 Year)
Ratepayer Impact Measure Total
Total Resource Cost Participant Test Utility Cost Test Test Participants
MEASURE MNEV B/C MNEV B/C MNEV B/C MNPV B/C 1Y¥ears
95% Gas Furnace (appliance) 52,266,333 4.9 58,538,020 12.7 51,648,733 2.4 570,048 1.0 4,000
98% Gas Furnace (appliance) 587,492 1.5 5611,959 4.0 5146,412 2.4 57,087 1.0 300
Residential Boiler - Tier 1 (appliance) 56,333 2.8 533,559 8.4 55,949 2.5 -5475 1.0 10
Residential Boiler - Tier 2 (appliance) 538,254 1.4 5437,574 4.2 574,062 2.0 -520,253 0.9 120
Tankless Gas Water Heater - (appliance) 544 304 1.1 52,276,378 3.6 5237,424 1.5 -5261,221 0.7 1,700

4/29/2025




Total Resource Cost Test ZNERIDGE

Total Resource Cost Test (TRC) measures the net costs of a demand-side management
program as a resource option based on the total costs of the program, including both the
participants’ and the utility’s costs.

Benefits = + Tax Incentives
Divided by

Costs = Program Admin Costs + Customer Incremental Equipment Costs

Tests Rates ram Costs 2 " Avoided Costs | " Lost Revenue _- " Bill Reductions

4/29/2025 6




Utility Cost Test

ENBRIDGE

The Utility Cost Test (UCT) measures the net costs of a demand-side management
program as a resource option based on the costs incurred by the program administrator
(admin + incentive costs) and excluding any costs incurred by the participant.

Benefits = + Tax Incentives
Divided by

Costs = Program Admin Costs + Incentives

'.: Tests Rates @ @;ram Costs ,, Avoided Costs ) - Lost Revenue - Bil Reductions
S P

4/29/2025 7



Participant Test A NERIDOE

The Participant Test is the measure of the quantifiable benefits and costs to the customer
due to participation in the program.

Benefits = + Incentives + Tax Incentives
Divided by

Costs = Customer Incremental Equipment Costs

Tests ,\.-"Rat'es @ ;'Program Costs Avoided Costs ,_'.LésrtAR’evenue Bil Reductions

4/29/2025 8



Ratepayer Impact Measure Test A BRIDGE

Ratepayer Impact Measure (RIM) Test measures what happens to customer bills or rates
due to changes in utility revenues and operating costs caused by DSM programs.

Benefits =
Divided by

Costs = Program Admin Costs + Incentives +

| Tests Rates ( "I'nput's ( Program @ Avoided Costs ) Lost Revenue - Bil Reductions

4/29/2025 9
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