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Introduction

NorthWestern Energy (NorthWestern) believes Demand Side Management (DSM) is a
necessary and important part of a balanced portfolio of electric and natural gas supply resources

that it acquires to serve the energy needs of its customers.

A primary benefit of DSM is that it displaces the need fo purchase more expensive electric or
natural gas resources by reducing customer energy usage through efficiency gains. In that
sense, DSM can be viewed as an energy resource. Another important benefit of DSM is that it
provides tools individual customers can use to reduce their energy bills without loss of comfort
or convenience. Also, environmental benefits are an important aspect of DSM. Energy saved
through DSM activities reduces the need for electric generation, and/or consumption of natural

gas, and the associated emissions and other environmental impacts.

DSM is available in relatively small and variable amounts from large numbers of individual utility
customers. A structured DSM Plan must be developed and implemented in a manner that will
successfully educate and motivate customers into action on a scale sufficient to produce

meaningful amounts of cost effective DSM resources.

NorthWestern presents this plan as its proposed initial commitiment to Demand Side
Management and increased energy efficiency efforts with its customers. This plan is based on
NorthWestern's successful experience in Montana, experience in talking with South Dakota
customers about what they seek for energy efficiency services, and best practices in the utility
industry. The plan will continue to evolve as business conditions change and as DSM program

experience in South Dakota is gained.

Il. DSM Goals and Objectives

There are two fundamental purposes for NorthWestern’s proposed DSM plan:
1) Acquire low-cost energy resources for the benefit of NorthWestern customers, and

2) Help customers better understand ways that energy efficiency can assist them in

managing their energy usage and costs,
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Following successful impiementation of initial DSM programs intended for mass residential and
commercial customer markets, NorthWestern will work to complete design and impiementation
of a comprehensive group of DSM programs that will address the entire natural gas and electric
customer base. When the DSM program portfolio is fully implemented, the programs will have
broad applicability and shouid provide opportunities for expanded energy efficiency and savings
to almost all customers. NorthWestern will develop the DSM delivery infrastructure (programs,
contractors, funding sources, trade ally relationships, etc.}) necessary to maintain a steady,
sustainable DSM acquisition schedule into the future. DSM program activities will include
customer education and muitiple program mechanisms that offer customers several energy
efficiency choices and additional control over their energy usage and cost.

Ill. Overview and Background of Demand Side Management

DSM is a term used in the energy industry to describe strategies aimed at proactively influencing
the manner in which customers use energy. Basic DSM strategies include persuading
customers to use energy more efficiently and/or encouraging customers to shift portions of their
energy usage away from peak periods (generally high system usage periods as defined by the

utility).

DSM sfrategies that promote more efficient energy use generally include customer education
and financial incentives o persuade customers to adopt energy efficient technologies and/or
change energy usage-related behavior. An example of an energy efficient technology is a
compact fluorescent light bulb (CFL). Turning down the temperature setting on an electric water
heater is an example of a behavioral change. DSM strategies aimed at efficiency improvements

may also reduce energy usage during peak periods.

Another category of DSM programs, typically referred to collectively as Demand Response, is
aimed at shifting the times of energy use and generally includes education, appropriate rate
design and/or financial incentives to encourage the desired behavior. Such Demand Response
DSM programs may contemplate voluntary actions by customers to shift usage (non-
dispatchable) or, for customers wiling to participate, can include active control of specific
customer equipment by the utility (dispatchable).

NorthWestern Efficiency South Dakota
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As proposed, this plan includes DSM techniques to encourage more efficient use of energy
through programs that educate customers and provide financial incentives to encourage
customers to adopt efficient technologies. Throughout the remainder of this section and the rest
of this document where the terms DSM or Demand Side Management are used, the reference is

to the more efficient use of energy unless specifically stated otherwise.'

V. Benefits and Risks Associated with DSM

One primary benefit of DSM is that it displaces the need to purchase more expensive energy
resources by reducing customer energy usage through efficiency gains. In that sense, DSM is
viewed by the industry as a resource option. The average levelized cost of electric DSM is
estimated at about $20-25 per MWh, which compares quite favorably with other resource
alternatives. Because of this refatively low cost, DSM decreases iotal energy supply portfolio
costs over the long run and, on average, customer bills are lower as a result. DSM provides a
tool individual customers can use to reduce their energy bills from what they otherwise would
be, absent adoption of efficient technologies. Environmental benefits are another important
aspect of DSM, Energy saved through DSM activities reduces the need for electric generation
and natural gas supply and the associated emissions and other environmental impacts.

There is a capital cost risk associated with DSM. DSM related costs are incurred up-front to pay
for the installation of efficient technologies or DSM measures that are expected to generate
savings many years into the future. There is the risk that the expected savings will not
materialize. Some reasons the expected savings may not materialize include equipment not
performing as specified, incorrect assumptions about the efficiency and operating parameters of
the equipment that is replaced, or changes in customer behavior after adoption of energy
efficient technologies®. Other reasons for why DSM savings may not materialize as expected
relates to the removal of DSM measures due to premature equipment failure, changes in

1 There is potentially a small amount of cost effective electric DSM associated with switching efectric and water space heat to natural gas in the residential

sector,
2 An example of a change in behavior that could reduce actual savings from expected is a customer whe, after installing more efficient fights, is less

conscientious about turning off unneeded light fixtures. This is also known as “take-back’.
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equipment/facility use, business closure, or customer dissatisfaction with performance of the
DSM measures, DSM programs are generally designed such that program participants pay for
a portion of the measures so the capital risk is shared between program participants and the
utility. This cost sharing approach reduces NorthWestern's cost of acquiring the DSM resources
and helps to increase the likelihood that anticipated savings will materialize since customers
have a financial stake in the success of the DSM measures as well. Up to the cost eﬁéctive
limit, NorthWestern is guided by the principle of contributing only as much as is necessary to
cause customers to act and install DSM measures. To the extent actual savings is less than
anticipated, DSM resource becomes relatively more expensive and thus, cost effectiveness from

both the customer and utility perspectives is reduced.

While the capital cost risk associated with DSM is a consideration, it does not necessarily make
DSM unattractive or uneconomic. In fact, utilities across the country have a long history of
operating cost effective DSM programs while managing the associated capital cost risk.

_NorthWestern, through its predecessor utility Montana Power Company, operated energy
efficiency programs in Montana beginning in the late 1980's that were generally confirmed
through rigorous program evaluations as being cost effective. More recently, NorthWestern has
operated diverse portfolics of electric and natural gas energy efficiency programs in its Montana
service territory. Third party evaluations of these programs for the years 2006-20011 found
NorthWestern-MT’s portfolios to be cost effective.> While DSM related capital cost risk has not
gone away, NorthWestern believes it is a risk that can be effectively managed through
appropriate program design, regular program evaluations, and ongoing program adjustments
and modifications as more information and experience is gained.

V. Growth of DSM at NorthWestern

NorthWestern has taken the initiative to add new energy conservation activities since 2004,
including more extensive use of its website to inform and educate its customers. Using a

3 A comprehansive evaluation by an independent third party of NorthWestern's [28M programs operated during the period 2006-2011 years

completed In January 2013,
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product called “Calc-U-Pal’ (located on NorthWestern's website®) provides a means for
customers to identify opportunities to control and reduce their energy consumption. Another tool
for customers on NorthWestern's website is a list of energy savings tips for the highest energy
end-uses within a home. There are also tools for commercial and industrial customers. Energy
Management Solutions, for example, is an e-mail service for commercial and industrial
customers. It is a free service that provides technical advice, energy operations and
maintenance information, business research and information assistance quickly and easily.

In addition to greater use of on-line tools through its website, NorthWestern has sponsored
customer appreciation “Open Houses” at its local office sites. Tabletop displays and videos with
information on energy efficiency are located at local offices for customers to review during Open
Houses. Similar events have proven quite popular and provide an excellent opportunity for
positive “one on one” interaction between NorthWestern and its customers.

NorthWestern has also used its customer newsletters and bill inserts as another method for
distributing information to its customers concerning energy efficiency, preparing their homes for
winter, or understanding and using budget billing. NorthWestern attends home shows, state
fairs, trade association conventions, and other community events regularly as an opportunity to

distribute energy efficiency information to customers.

4 http://c03.apogee.neticlientside fault.aspx Phostheader=norhwestern&utifityid=northwestem
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VIi. DSM Cost Effectiveness

In 2003, NorthWestern contracted with KEMA, Inc. to perform an assessment of the electric
DSM potential in its Montana service territory. The assessment work was updated in 2005, and
the research was repeated and expanded in 2009 using a different contractor, NEXANT, Inc.
These studies began with a comprehensive starting list of possible DSM measures, which were
then analyzed for cost-effectiveness. The consultants’ analyses of the initial DSM prospects
resulted in a list of DSM measures that were deemed suitable for Montana electric DSM
programs. A Total Resource Cost Test (TRC) was employed to screen individual DSM
measures for cost effectiveness. The TRC is a ratio of benefits to costs. TRC costs include
both utility costs and customer costs. TRC benefits are avoidable costs, which for this
assessment equal the present value of the estimated electric or natural gas savings provided by
the DSM measure multiplied by NorthWestern's estimated avoidable electric or natural gas

supply costs (avoided costs) over a 20-year period.

Separately but similarly, NorthWestern has conducted an analysis of natural gas DSM measures
for its Montana market, screening them for cost effectiveness using natural gas avoided costs,
best available installation cost information, and application of the TRC. As with the electric DSM

assessment work, a list of qualifying measures resulted from this analysis.

Building on work done for the Montana portion of NorthWestern's system, service territory and
customer base, NorthWestern applied South Dakota-specific electric and natural gas avoided
costs to DSM measures considered for initial programs in South Dakota. Additionally, updated
information on costs for materials and installation of many DSM measures was included in the
calculations for South Dakota.® The TRC test using these measure costs and South Dakota’s
current electric and natural gas avoided costs were used to select the cost-effective measures

for inclusion in this proposal for DSM programs.

5 Costs for DSM measures are gathered from many sources, ingluding national and regional databases, other utility DSM programs, and substantial field experience with Montana DSM
programs. Acdilionafly, a comprehensive DSM pregram evaluation completed in 2007 by NEXANT, inc. verified the costs for materials and labor used in TRC calculations.
NorthWestem belisves these costs are relevant and reasonably appropriate for the South Dakota region, Future program evaluations of the South Dakota DSM effort will necessarlly

revisit these cost assumptions.
Mo _ L
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A. Environmental Benefit Factor: It is generally accepted that DSM mitigates environmental
impacts associated with emissions that would have resulied from the typical supply side
resources it displaces. It is, however, extremely difficult to accurately quantify. An
environmental benefit factor is used in the TRC-based screening and decision rule for
eligible DSM measures to recognize that such emissions may have societal costs beyond
those internalized in the price of the energy produced by the displaced resources.

Discussions with other interested parties® produced an agreement that some recognition of
environmental externalities is needed in TRC calculations, but no certainty on precisely how
such quantification should be done. Therefore, NorthWestern did not attempt to explicitly
quantify the appropriate environmental benefit factor for use in this DSM assessment.
Rather a 10% environmental benefit factor was chosen as a reasonable surrogate.” This
10% factor has not been chalienged since its initial use, and is considered to be adequate

recognition of environmental externalities.

B. The Cost Effectiveness Decision Rule: Absent additional considerations, a DSM measure is
deemed cost effective when the TRC (the ratio of benefits to costs) as described above is
equal to 1.0 or greater. However, when a 10% environmental benefit factor is applied, a

measure is considered cost effective when its cost is equal to or less than 110% of the
avoided cost value, or the benefits, of the associated electric savings. This is a cost/benefit
ratio. As discussed previously, the TRC is a benefit/cost ratio or the reciprocal of the
cost/benefit ratio. Consequently, in this analysis, The Cost Effectiveness Decision Rule
gstablishes that all measures with a TRC_equa! to 0.9 or greater are considered cost
effective for purposes of screening the DSM measures for inclusion in NorthWestern DSM

programs,

6 Discusslons included staff of The Montana Public Service Commission, the Montana Electriz Technical Advisery Group, and of the Northwest Power and Consetvation Council,

7 Previpus fo the adoption of the Electric Default Supplier Procurement Guidelings in Montana, electric supply plaaning was conducted under sections 36.5.2001ARM through 38.5.20016
ARM dated 12/31/92. In accordance with section 38.5.2003, ARM, "Environmental Externaiities” NorthWestem (formerly MPC) had previously estimated the extemal environmental costs
assoclated with gas-firsd combined cycle generation at §% of avoided costs. Additionally, section 38.5.2011, ARM, "Regulatory and Market Barriers to Inlegrated Least Cost Pianning
and Acguisition of Demand-Side Resourcas, specified that DSM resources be considered cost effective up to 115% of the utility's avolded costs, In essence, DSM was afforded a 20%
cost advantags. Itis possible that govemment regulations have since caused generation projacts to Intemalize environmental costs 1 a great extent, which would be reflected in market
prices. If so, the environmental benefit factor could be zero or close to i, However, as discussed above, NorthWastem chooses to give DSM the benefit of the doubt in using 10%.
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The impact of using é 10% environmental benefit factor is that more measures are
considered cost effective than if the 10% is not applied, which results in an increase in DSM

potential,

C. Cost Effective_Measures: The measures that were determined to be cost effective for
residential and commercial/industrial customers respectively, and will be included in the
initial set of DSM programs are provided in Section Xil DSM Program Descriptions, and are

also listed in Appendix A.

VIl. DSM Annual Targets

Developing a portfolio of DSM programs typically includes establishment of annual targets or
goals for specific levels of acquired DSM. At this time, and given the desire of NorthWestemn
to expand its DSM program offerings immediately, establishment of specific annual electric
and natural gas DSM targets is speculative. NorthWestern proposes to go forward with
specific DSM programs based on cost effective measures and estimated funding levels for the
first two years. An initial ramp-up period is expected to allow the expanded DSM program
portfolio to become fully operational and the customer base to become better informed about
the program features and availability. Following two years of activity, these initial programs

~ should be fully implemented and functioning well, and NorthWestern will have gained
knowledge of the potential annual amounts of DSM the portfolio of programs can deliver. At
that time, NorthWestern can set better-informed annual targets.

The quantity of achievable and cost effective DSM available is finite. Because of that, the
number of opportunities available to acquire DSM in terms of both customers and measures
decreases over time. Customers that are relatively more inclined to adopt energy efficient
technologies, for whatever reason, will likely participate in the earlier years of the DSM plan.
Relatively more of the DSM opportunities remaining will reside in facilities whose owners are
less inclined to adopt energy efficient technologies for any number of reasons. Such reasons
may include measures that, while cost effective, are relatively costly as compared to the billing
savings they generate, high investment hurdle rates, distrust of new technology, a lack of
knowledge of the availability and benefits of energy efficient technelogies, and/or simply an

N M ——
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indifferent attitude. Thus, more focused promotional efforts and/or relatively higher average
incentives will likely be required to achieve the targets in later years of the DSM plan.

Vilil. DSM Acquisition

With the exception of the Residential Home Energy Audit, DSM will be acquired through programs
incorporating measures identified as passing the Cost Effectiveness Decision Rule (TRC = 0.9 or
greater) as well as any measures subsequently determined by NorthVWestern to be cost effective
based on further analysis. The program mix will be designed to target all customer sectors.

Programs will be designed to minimize cream skimming.®

IX. Transition to DSM Programs in South Dakota

The DSM programs and infrastructure to support NorthWestern activities in Montana are well-
established. Even so, programe and mechanisms are adjusted based upon opporiunities and
needs. The experience of the delivery team and the many proven mechanisms will contribute to
successful DSM programs in South Dakota. Initially, there are some program startup expenses
that may not be required in fater years. It is recognized that the plan described in this document is
a starting point based upon a wide range of assumptions. Forinstance, the rebate budget for each
year has been estimated at $900,000. Depending upon customer demand for rebates, actual
expenditures may be lower or greater. As more direct experience in the South Dakota markets is
gained, the plan will be adjusted to better suit the market conditions to deliver successful cost
effective programs. As a result, the timing of activities, the number of measures or programs, and

implementation strategies will continue to be modified over time.

X. DSM Program Development and Delivery

The DSM development and. delivery infrastructure will consist of a team of NorthWestern
personnel (NorthWestern DSM Team) and outside contractors.

8 Cream skimming” is a term used to describe the undesirable practice of acquiring the least expensive DSM without acquiring mere expensive, but cost
effective, DSM at the same time. Added costs associated with having to "return” to acquire the more expensive DSM can render such DSM non-cost

effective or "stranded”.
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The NorthWestern DSM Team has two components with primary responsibilities as described

below:

A. Administration is responsible for developing, pre-packaging, and managing programs.
Related duties include designing programs, issuing requests for proposals, contracting for
services and administering such contract(s), developing standardized promotional materials
for use in the field and for general program promotion, establishing and tracking overall
program budgets, developing DSM goals by area, consolidating/reporting results, and

supporting DSM tracker filings.

B. Local NorthWestern personne!l are responsible for providing input for program development
and for program outreach at the local fevel including promoting DSM programs to customers
and civic groups, coordinating promotion efforts with the outside contractor(s), and
monitoring performance of contractors at the local ievei. These NorthWestern employees
will provide for “on-the-ground” representation of NorthWestern's DSM efforts.

Qutside contractors are responsibie for program implementation to achieve overall and local
DSM targets, including procurement and installation of all DSM measures, coordinating program
outreach activities with both the administration and field components of NorthWestern DSM
team, and repofting program activities/results. Work placed with outside confractors will
generally be competitively bid except where it is clear and demonstrable that sole sourcing is
prudent and in the best interests of customers. NorthWestern intends to use one of its
contractors that provide DSM support in Montana to support the DSM programs included in this

Flan.

Xl. Program Evaluations

The DSM savings and costs associated with this DSM pian are based on the DSM assessment,
program experience and comprehensive DSM program evaluation in Montana, and analysis
specific to South Dakota. Going forward, it is important to cbnd uct evaluations of DSM programs
on a regular basis to identify needs for program related changes, verify program savings, and
evaluate program cgst effectiveness. There are three core tasks involved in a comprehensive

DSM program evaluation; process, impact, and economic evaluation.

NorthWestern Efficiency South Dakota
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Process evaluations focus mainly on DSM program delivery issues. Examples of questions that

process evaluations attempt to answer are:

e |s the program targeted at the correct customer segment(s)?
+ |s program promotion reaching the targeted customer segment(s)?

» Are incentive levels and promotion budgets and activities appropriate for the desired
program results?

¢ Does the potential associated with the program match planned future targets for the
program? '

¢ What are customer attitudes about the program?
s Are there areas where the program ¢an be improved and/or made more efficient?

impact evaluations focus mainly on DSM program results with respect to DSM acquisition,
Some of the questions impact evaluations seek to answer include: -

+ What are the actual savings achieved by the program/technology?
¢ Do program savings persist over time?

¢ - |s the program cost effective?

Economic evaluation is intended to determine whether the overall DSM program effort, and the
respective individual DSM programs and DSM measures within each, are cost-effective. Also,
the economic evaluation will produce the levelized cost of DSM resource acquisition by

individual program and for the overall portfolio of programs.

NorthWestern intends to commence program evaluation activities no later than the first half of
year 4 of DSM program operation. A Request for Proposals will be issued and a blind,
competitive bidding process will be used to select a qualified DSM Program Evaluation
Contractor. Evaluations will occur on a regular basis thereafter as needed. In order to eliminate
potential conflict of interest issues, evaluations will be administered primarily by outside
contractors not engaged in other aspects of DSM program implementation and delivery.
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Xi.

A general description of the type of work that the selected independent DSM Program

Evaluation Contractor will be required to perform is included in Appendix B.

DSM Program Descriptions

NorthWestern proposes to initiate several programs that are well developed in Montana and can
be rolled out quickly in South Dakota. NorthWestern intends to use an outside services
contractor with experience in these programs. When the initial programs are fully operational,

additional programs will be added.

Effort in the beginning will focus on building the capability to deliver DSM programs and services
in the South Dakota service territory. This DSM infrastructure development involves acquiring
and training people, establishing and building relationships with market participants like retailers,
wholesalers, builders, trade groups, engineering/architectural firms, government officials,
operators and decision-makers of commercial and public buildings and facilities.

The DSM Program Portfolio will be organized into the five general programs listed below.
Qualifying energy efficiency measures for the rebate programs (non-energy audit programs) are
shown, with additional details on each qualifying measure presented in Appendix A:

A. Residential In-home Energy Audit Program
This program is proposed as a foundational energy conservation program that will be

available to all qualifying customers at no direct charge. Residential customers in single-
family dwellings whose space and/or water heating fuels are delivered by NorthWestern and
whose home is at least five years old are eligible for an on-site energy audit. Homeowners
and renters will generally qualify. On-site audits are conducted to survey energy use, to
install certain energy saving measures, and to identify énergy saving opportunities.

This service will include the following activities:

1) A dedicated toll-free number for customers to use to request or schedule an audit

2) Providing customers with a reminder call and/or a reminder postcard

NorthWestern Efficiency South Dakota
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3) A customer-specific report home audit report that will be sent to the customer within 12

business days of the appointment
4) In-home audits include (as applicable):
a. Installing hot water energy saving measures where appropriate:
1) Water heater insulation blanket
2) Pipe insulation (up to 10 feet on the hot water line)
3) Water and energy saving showerheads, kitchen and bath faucet aerators
b. Educating customers on the benefits of Do-It-Yourself (DIY) air-sealing materials.
¢. Supplying education, services, and measures where appropriate:
1) Air tightness analysis on the home (blower door test)
2) Computer analysis of energy usage in the home, which includes energy-saving
recommendations and payback information
3) Water heater safety check including carbon monoxide test for homes using
NorthWestern natural gas
4} Insulation and ventilation inspection
5) Door and window inspection

A customized report with energy saving recommendations is generated for the customer for
on-site audits. Although homes cannot be re-audited, a customer can request a copy of

a previous audit report.

B. Residential Existing Construction Program (Electric and Natural Gas). This
program may include rebates for the folowing measures:

Compact Fluorescent Lamp (CFL}
Compact Fluorescent Lamp (CFL) Fixture
Canned Lighting Air Tight Sealing

Light Colored Shingles

DoorR - 11

DoorR-5

Doors - Weatherization

Ground / Water Source Heat Pump Desuperheater
Duct Sealing

Insulation Basement or Crawl Space Wall
Insulation (Ceiling/Attic)

Proper Sizing of Centrai Air Conditioner

NorthWestern Efficiency South Dakota
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Proper Sizing of Heat Pump

ENERGY STAR® Refrigerator/Freezer

Thermostat - Clock/Programmable — Eiectric

Water Heater Tank Insulation Blanket

Water Heater Thermostat Set-back

Attic/Ceiling R-0 to R-49 Insulation

Crawlspace R-0 to R-19 Insulation

High Efficiency Condensing Boiler

Boiler Diagnostics — testing, repair and maintenance
High Efficiency Condensing Furnace

High Efficiency Gas Room Heater

Heater Diagnostics — testing, repair and maintenance
Programmable Thermostat — Natural Gas

C. Residential New Construction Program (Electric and Natural Gas). This program
includes rebates for the following measures that may be offered during the second year

of the program rollout;

Compact Fluorescent Lamp Fixture
Door R-11

Door R-5

Faucet Aerators

Ground / Water Source Heat Pump Desuperheater
Low Flow Shower Heads

Pool Pump Timers

Water Heater Thermostat Set-back
ENERGY STAR Refrigerator/Freezer
ENERGY STAR TV

High Efficiency Condensing Boiler
High Efficiency Condensing Furnace

D. Commercial Existing Construction Program (Electric and Natural Gas): This
program may include rebates for the foliowing measures:

One or Two Lamp Fixture 1/1, 2/1 (lamp/ballast)

Three Lamp Fixture 3/1, 3/2 (lamp/ballast)

Four Lamp Fixture 4/1, 4/2 (lamp/ballast)

T-8 lamp 4 foot

Mercury Vapor (MV), High Pressure Sodium Vapor (HPSV) or Metal Halide
(MH) to T-8

Other Approved Lighting Retrofits

Compact Fluorescent Lamp (CFL)

NorthWestern Efficiency South Dakota
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o integral (screw-in) or Modular
s Hard-Wired CFL Fixture
LED Solid State White Lighting for
¢ Exterior Landscape, Signage & Structure Only
o LED Face Exit Sign
Photocell
Occupancy Sensor or Sweep Control
Day lighting Controls - Dimming-Continuous, Fluorescent Fixtures Continuou
Dimming, Fluorescent Fixtures {Day-Lighting)
ENERGY STAR — Computer
ENERGY STAR — Printers
ENERGY STAR - Residential-Size Refrigerator
Server (Early Retirement)
Server Virtualization (4:1)
Motor - Fan System - Variable Speed Control
Motor — Pump System — Variable Speed Control
Night Cover for Display Cases — Refrigeration
Reduced Speed or Cycling of Evaporator Fans
Refrigeration with heat recovery
Special Glass Doors for Refrigerated Glass Cases
Strip Curtains for Freezer Walk-ins
Programmable Thermostats
Refrigerated Vending Machine
Anti-sweat Controls (Humidistat)
Automated Exhaust VFD Control — Parking Garage
Centrifugal Chiller Variable Frequency Drive
Refrigerator Compressor Variable Frequency Drive
Cooling Tower 2 Speed Fan Motor
Cooling Tower Variable Frequency Drive
Dishwashing Chemical System
Exhaust Hood Make-up Air
Floating Head Pressure Control
Hot Food Holding Cabinets
Mot Water Pipe Insulation
Hotel Key Card Room Energy Control System
Wall Insulation — R-20.5
High Efficiency Water Heater
High Efficiency Furnace/Boiler (AFUE 2 90% or 80% Thermal Efficiency)
Ceiling Insulation R 2 38 ' '
Exterior Wall Insulation (above grade, R 2 21)

NorthWestern | @ Efficiency South Dakota
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E. Commercial New Construction Program (Electric and Natural Gas): This program
includes rebates for the following measures that may be offered during the second year

of the program rollout:

Compact Fluorescent Fixture (CFL)

LED Solid State White Lighting for Exterior Landscape, Signage & Structure Only
MV, HPSV or MH to T-8

ENERGY STAR -~ Computer

ENERGY STAR - Fax

ENERGY STAR - Printers

ENERGY STAR - Water Cooler

ENERGY STAR ~ Residential

PC Power Supply 80+

Motor —-Fan System — Variable Speed Control
Optimized Variable Volume Lab Hood Design
Reduced Speed or Cycling of Evaporator Fans
Refrigeration with Heat Recovery

Special Glass Doors for Refrigerated Cases
Strip Curtains for Freezer Walk-ins
Refrigerated Vending Machine

Anti-sweat Controls (Humidistat)

Automated Exhaust VFD Control — Parking Garage
Automated Ventilation Control

Cooling Tower Decrease Approach Temperature
Cooling Tower 2 Speed Fan Motor

Cooling Tower Variable Frequency Drive
Defrost Demand Control with Hot Gas
Dishwashing Chemical System

Exhaust Hood Make-up Air

Fioating Head Pressure Control

Hot Food Holding Cabinets

Faucet Aerators

Hotel Key Card Room Energy Control System
Low Flow Shower Heads

High Efficiency Water Heater

Water Heater Tank Insulation

Stack Heater Exchanger
High Efficiency Furnace/Boiler (AFUE 280% or 90% Thermal Efficiency)
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DSM Program Rebates

A. Residential Rebates and Incentives

In general, participating customers can claim rebates for eligible DSM Program measures
by completing a Rebate Application Form (available in NorthWestern offices or from the
NorthWestern Energy web site) and mailing the form along with proof-of-purchase
documentation to NorthWestern's DSM Program contractor.

n addition to rebates for various types of equipment, the program promotes energy
efficient lighting projects by providing prescriptive rebates to encourage residential
customers to switch from incandescent/halogen buibs to more efficient ENERGY STAR
compact fluorescent lamps (CFLs) in their homes. All NorthWestern electric residential
customers will be eligible to participate. The program employs the following delivery
approaches to encourage customers to install ENERGY STAR CFLs:

1. In-Store: Coupons worth $1.00 per CFL toward the purchase of up to ten CFL.s at
participating retailers are mailed to customers. Each coupon has a unique bar
code that indicates which coupons are used. Customers are limited to one coupon
per promotion; promotions occur twice annually.

2. Mail-in: Rebates for a minimum of five and a maximum of 15 CFLs, limited in
amount to the lesser of $1.00 per bulb or the bulb’s purchase price, and rebates of
$5.00 per fixtiure for ENERGY STAR lighting fixtures (fixtures with electronic
ballasts, although outdoor ENERGY STAR fixtures with magnetic ballasts are also

acceptable).

B. Commercial Rebates and Incentives

As with residential rebates, participating commercial customers can claim rebates for
eligible DSM Program measures by completing a Rebate Application Form (available in
NornthWestern offices or from the NorthWestern Energy web site) and mailing the form
atong with proof-of-purchase documentation to NorthWestern's DSM Program contractor.

The Commercial DSM Programs target NorthWestern's commercial, industrial, and
institutional customers in South Dakota. in addition to rebates for various types of
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equipment, the program promotes energy efficient lighting projects by providing
prescriptive rebates for customers who replace lighting equipment with more efficient
technologies or who instalil lighting conirols. Equipment must operate a minimum of 1,000
hours per year to qualify, and projects must qualify for at least a $50 rebate to be eligible.

Projects will be given a window of time in which they must be completed to ensure project
funds are assigned only to projects that are actively underway. in addition, rebates will
not be provided for lamps or fixtures placed in stock in excess of 5% of installed

equipment.

Program marketing includes outreach to and cultivation of working relationships with area
retailers and trade allies. Action will be taken to promote the program, interact with trade
allies, provide technical assistance to participants, and perform pre- and post-instaliation

inspections.

Appendix A provides additional detail on eligible DSM program measures, qualification
criteria, and the rebate/incentive structure for all DSM programs.

XIi. DSM Program Marketing and Communications Plan

The South Dakota DSM Communications Plan is intended as a guide to identify and direct the
communications strategies associated with the implementation of NorthWestern Energy's DSM
programs in South Dakota. The plan will be modified as needed to suit changing opportunities

and conditions.

Goals, Objectives and Audiences

NorthWestern's communications and marketing goal is to effectively and efficiently introduce
DSM programs to NorthWestern's South Dakota natural gas and electric customers through
NorthWestern Energy employees and its program contractors, and by generating increased
public awareness of the programs and the opportunity to save energy.
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Specific DSM marketing and communications objectives are to engage trade allies in our
communities and public entities to incorporate energy efficiency in their messages and
marketing, and also to engage customers to demand energy efficiency from service providers.

Audiences that will be targeted by NorthWestern's marketing and communications activities

include:
» NorthWestern Energy employees
* NorthWestern Energy program contractors and partner contractors
* Residential customers (natural gas and electric)
¢+ Commercial and industrial Customers (natural gas and electric)
o Trade Allies:
o Electrical vendors—i.e. Grainger, WesCo, CED,;
o Service providers—electricians, refrigeration, HYAC, motors, architects, engineers,
insulation;
o Distributors—lighting, equipment; _
o Retailers—of CFLs, building supplies, appliances, air sealing, and water measures;
building contractors and general contractors; '
o HVAC and insulation contractors; and
o Trade associations—i.e. AlA, ASHRAE, Hospital Assoclation and Hospitality and
Lodging Association.
¢ Public officials and government departments

o Media—mass and trades

Implementation Strategies

NorthWestern Energy will engage its employees, program implementation representatives, and
program/partner contractors to utilize existing and new methods and tools to cultivate customer

participation in the DSM programs.
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Implementation tactics are targeted by customer sector and directed at defined audiences in
most cases. Cross-marketing of programs within the customer sector is incorporated as

appropriate.

Programs will be offered under the Efficiency Plus (E+) umbrelia and mirror best practice
strategies that have been successfully implemented with Montana customers. Modification to
communications and program design to fit the South Dakota market will be incorporated.

Tactics

Residential Programs will be promoted using the following techniques and mechanisms:

o Target direct mail and limited media for E+ Audits for the Home.

» CFL instant coupon offerings to increase installation of CFLs, incorporating the
educational messages (4L’s) into various residential lighting messages for lighting
activities

+ Develop program materials/resources (Web and Brochures)

» Develop contacts by program contractors/local NorthWestern employees

¢ Provide training on DSM programs for Customer Service Representatives (CSRs)

» Messages in Energy Connections and news releases regarding saving energy and the
introduction of E+ Programs in South Dakota.

« Participate in local events as appropriate

» Contact trade allies and solicit their participation in promotion of E+ Programs with their
customers/members (Preferred Contractors, lighting retailers, homebuilding associations)

Commercial and industrial DSM Programs will be promoted using the following technigues and

mechanisms;

» Develop materials to support the outreach for E+ Commercial Lighting rebates
¢ Integrate commercial program messages into tradeshow displays
¢ Initiate customer and trade ally contacts by program/partner contractors and CSRs

NorthWestern Efficiency South Dakota
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» Participate in local events where appropriate
s Targeted outreach for customer/trade ally training and partnership opportunities
¢ Develop trade ally databases

« Develop program-at-a-glance summary
» Populate the South Dakota E+ web resources with program information

Methods and Tools

Residential Sector

¢ Program Brochures that describe individual programs and cross-market same sector
programs and highlight resources for more information directing customers to website or

program contact phone numbers. Targeted to general audiences.

» Woeblinteractive Media tools that include the Efficiency Plus (E+) web section of
www.NorthWesternEnergy.com/Eplus, Twitter, YouTube, Facebook, and Search Engine
Marketing (SEM) as appropriate. Targeted to general audiences.

¢ Internal Communications throughout the year such as FYI, TEAM, iConnect, emails,
employee training sessions, etc. to introduce South Dakota program offerings and inform
all or targeted groups of employees of programs, featured projects/promotions, training,
and events. Targeted to NorthWestern employees.

 Billing Messages in the message box of the NorthWestern Energy billing statement and
in Energy Connections to encourage program paricipation. Targeted fo residential

customers.

¢ Direct Mail to Trade Allies and targeted customers of individual program offering and
related trainings along with cross-marketing of other programs. Targeted for individual

mailing.
NoﬂhWestem Efficiency South Dakota
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¢« One-on-One Contact by program representatives, program contractors, CSRs -
communicate residential program offerings based upon opportunity and direct to
appropriate resources. May include interactions during: E+ Audit for the Home,
tradeshow/fair discussions, customer care calls, or normal company interactions with the

customer. Opportunity driven.

« One-to-Many Contact through speakers’ bureau, service organization presentations by
program contractors and employees as appropriate to increase awareness of programs
and opportunities to save energy. Company or customer initiated.

+ Trade and Home Improvement Shows and other community events to reach targeted
audiences with information about programs and opportunities. Company or organization

initiated.

+« Trade Association Events, Publications, and Websites to target presentations,
displays and messages about opportunities for customers to save energy and the
programs that NorthWestern Energy offers. Targeted to trade allies and customer

groups.

+ Targeted Media Advertising tied to special campaigns, programs or events. Targeted {o

eligible residential audiences.

 Earned Media Feature Storles on projects and opportunities in trade or mass media.

Targeted to general audiences,

Commercial/lndustrial Sector

¢ Brochures that describe program offerings and highiight resources for more information
directing customers to website or program contact phone numbers. Initial offering will
focus on the E+ Commercial Lighting Rebates. Targeted to general audiences.
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o Weblfinteractive Media Tools: use of the Efficiency Plus (E+) web section of
www.northwesternenergy.com and SEM as appropriate. Targeted to general audiences.

o Internal Communications throughout the year such as FYI, TEAM, I-Connect, e-mails,
CSR trainings, etc. to inform all or targeted employees groups about programs, featured
projects/promotions, training, and events. Targeted io employees and program partners

as appropriate.

¢« Case Studies of customer projects as they become available to demonstrate various
types of customer participation and customer benefits. Targeted to trade allies and key
contacts and certain customers/customer sector subsets.

* Billing Messages in the message box of NorthWestern Energy billing statements and in
Energy Connections to encourage program participation. Targeted to all commercial and

industrial customers.

* Direct Mail to trade allies and targeted customers regarding individual program offering
and related trainings along with cross-marketing of other programs. Targeted to individual

customer mailings.

¢ Customer Care E-Newsletter to key customers will include information about programs,

training, and case studies throughout the year.

* One-on-one Contact by program representatives, program contractors, employees —
communicate commercial and industrial program offerings based upon opportunity and
direct to appropriate resources. May include interactions during informal facility
assessment, project completion review, cold calls, trade ally visits, or normal company

interactions with the customer. This activity is opportunity driven.

- —
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One-to-Many Contact through speakers’ bureau, service organization presentations by
program contractors and employees to increase awareness of programs and
opportunities to save energy. This activity is either company or customer initiated.

Trade Association Events, Publications, and Websites for making presentations,
setting up displays and delivering messages about opportunities for customers io save
energy and programs offered by NorthWestern Energy. Targeted to specific trade allies

or customer groups as appropriate.

Targeted Media Advertising tied to events, projects, or programs. E+ Commercial
Lighting Rebate program advertising through television and radio to promote lighting as a
universal way for businesses to save energy. Targefed to general audiences with an
emphasis on commercial lighting or other specific project-related audiences.

Earned Media Feature Stories on projects and oppertunities in trade or mass media.
Targeted to general audiences with an emphasis on commercial lighting or other specific

project-related audiences.

Supporting Commercial Program Contracfors with consistent marketing materials to
describe working relationship with NorthWestern Energy.

NorthWestern Energy has defined an overall budget for marketing and communication for the
glectric and natural gas DSM programs as presented in Table 1 below. This includes mass
media development and placement as well as all other marketing expenses. -
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Table 1: NorthWestern DSM Program Advertising Budget

Year | Year 2 TOTAL

Advertisilggr

Newspaper—CFL --Electric markets only, 2 campaigns; 2
nsert ea,, | inserts ea. ¥4 page =$4,100 EA, Creative $2,200
ca . $ 20,800 | % 20,8001 % 41,600
Direct Mzil CFL Coupon Electric markets only-- 2 coupons,
Development of coupon, banner, POP, print ad = $5,000,
Printing and deliver of 52,453 pieces = postage and
printing/piece of $0.40 total app $21,000 $ 50,000 | $ 50,0001 8 100,000
Single Direct Response Audit All Res 69,037 customers,
Development of mailing = $15,000, List prep, printing,
lettershop, poster=agency est. $35,000 $ 500001 % 50,000 % 100,000

Billboard 1 campaign with 20 signs, $3,000 creative; $2,700
production=$5,700, Placement $11,000/4 weeks at 12 wecks

= $33,000 $ 38000] § 40,000 | § 78,000
Radio 1 campaign at 4 weeks (Kick off--general), $3,500
creative and $14,500 for 4 weeks Placement $ 17500} $ 19,000 { $ 36,500

Television 3 campaign =$10,000/ 4 weeks ea, Portion of TV
Creative=$10,500 $ 40,5001 % 30,0001 8 70,500

Trade shows/association 5 events year 1 plus
development, 7 year 2 $1,500 for Displays,booth, promo,

_preferab]y with speaker commitments % 10,500 f $ 10,500 [ $ 21,000

Digital Media $1,750 creative; $3,600/4 weeks Media, 6 .

rounds creative, 6 flights placement - 3 23,3501 % 23,3501 % 46,700

Search Engine Marketing (SEM), $1,250 creative and $700/4 \

weeks Media, 4 rounds creative, 12 flights placemment $ 13,400 § 13.400 | § 26,800

Local Office Display materials 15 locations @$700 ea. $ 10,500 | $ 10500 | § 21,000
Advertising total $ 2745501 8 26755018 542,100
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XIV. Future Programs

XV.

Following successful introduction of the programs described above NorthWestern will examine
whether the following additional programs are appropriate and cost effective additions for an

expanded DSM portfolio.

A. E+ Business Partners Program

This program would serve all NorthWestern commerciat and industria! electric customers for
new or existing facilities. NorthWestern would solicit proposals for projects that incorporate
conservation measures that provide a unique benefit to NorthWestern’s distribution system.
Project proposals would have to demonstrate the cost effectiveness of the project, prove the
availability of qualified design services, contractors, and maintenance service, and describe the
projects’ use of reliable and available equipment.

B. Residential and Commercial New Construction Electric and Natural Gas Rebate programs.

These programs would reach new construction projects that cost effectively exceed code on

qualifying measures or designs.
DSM Program Bucget and Schedule

To the extent practical all programs should be offered to NorthWestern electric and natural gas
customers on .a consistent basis, in order to maximize program effectiveness, minimize

customer confusion, and minimize administration cost and effort.

NorthWestern DSM funds should be used only to acquire DSM from NorthWestern customers,
not customers served by other utilities or non-utility energy suppliers. DSM funds should fund
programs for all NorthWestern customers as allowed by DSM budgets.

" I S R—
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A. Budget

NorthWestern is introducing a group of new DSM programs into its South Dakota service
area. Without historical DSM program participation data to use, it is difficult to estimate the
level of rebates and incentives that will be claimed by participating customers. NorthWestern
has received a bid for certain services from DNV GL (KEMA Services Inc), one of its DSM
Program implementation contractors in Montana. This bid includes estimates to establish a
presence in South Dakota, recruit and train staff and field personnel, and put various
computer, software, data collection, and administrative systems into place.

DSM program spending is substantially dependent on customer participation. NorthWestern
will make every attempt to adhere to the budget estimates shown in Table 2 below. It is
possible that total annual DSM spending wiII'vary from the budget. NorthWestern will
monitor customer participation and spending as the programs proceed. NorthWestern will
notify the SDPUC if the spending in either of the two years appears to be likely to deviate
from the estimated budget (Table 2) amounts by greater than or less than 30%.

The expected budget for all DSM programs to be introduced in 2014 is summarized in
Table 2.
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Table 2; NorthWestern Energy 2-year DSM Program Budget

NorthWestern South Dakota DSM Program Budget Estimates

2014-15 201518 2-Year Total
Contractor Expenses (DNV GL)
Residential Audit Program
Program Startup (contractor cost):
Tw o vehicles (approximate, at cost) $ 6600013 - 5 66,000
RECAP & Database Development (T&M, not to exceed) $ 50000;% - $ 50,000
In-home audits $482,638 $4334401 % 916,078
Program Subtotal $ 598,638 | % 433440) % 1,032,078
Residential/Commercial Blectric & Natural Gas Rebate Programs
Program Startup (contractor cost) $ 16692§{% 11602]8% 28,384
Qutside Services: $ 236,900 266,150 | $ 503,050
Program Subtotal $ 253692 |§% 277842[ % 531,434
Contractor Expenses (DNV GL) Total $ 852230|8% 711282] % 1,663,512
NorthWestern Energy Expenses:
Rebates $ 900,000(% 800,0001% 1,800,000
Admin/non-laber (Travel, office supplies, etc.) $ 150009 8000| % 24,000
Advertising
New spaper $ 20800]% 20800} % 41,600
Direct Mail $ 100000]|¢% 100000] % 200,000
Bilboard $§ 38,000]|% 40000]% 78,000
Radio $ 17.600}% 19,000] $ 36,500
Television $ 405001% 300001% 70,500
Trade Show /Association Events $ 10,5001 $ 10,500 § 21,000
Digital Media $ 2335018 23350( % 46,700
Search Engine Marketing (SEM) $ 13400|% 13400| % 26,800
Local Office Displays $ 10,5001% 10500 % 21,000
Advertising Subtotat $ 274550 |§ 2675501 % 542,100
Northwestern Energy Expenses Total | § 1,180,550 | $ 1,175,550 | § 2,366,100
Total Estimated Budget $2042,780 | § 1,886,832 % 3,929,612
- i ———
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B. Schedule
NorthWestern intends to proceed along the following schedule:

1. As part of the Commission’s review of this DSM plan, NorthWestern expects to receive
critical review and feedback from the Commission specific to its DSM plan and its
proposed DSM Program Cost Tracking and Lost Margin Recovery Mechanism.

2. The NorthWestern DSM team is formed and wili commence planning activities including
developing overall DSM program strategies, developing definitions of responsibilities for
the NorthWestern DSM team and outside contractors, identifying preferred program
delivery alternatives, and developing competitive solicitations.

3. NorthWestern will undertake additional activities including, program implementation and
delivery once the planning work is complete and upon receiving; (1) a strong indication
from the Commission that NorthWestern’s DSM plan is reasonable and (2) approval from
the Commission of the proposed mechanism for recovering prudently incurred DSM
program costs and associated lost margin. NorthWestern proposes such a mechanism

in the next section.
XVIL. Recovery of DSM Costs and Lost Margin

There are two general categories of costs associated with DSM activities; DSM Program costs
and Lost Margin. Full recovery of both categories of costs is necessary to align interests and
- incentives of both NorthWestern and its customers with respect to utility-sponsored DSM.

XVIi. Proposed DSM Cost Tracking and Lost Margin Recovery

NorthWestern believes that DSM program costs and Lost Margin should be expensed and
recovered through a tracker mechanism. Accordingly, NorthWestern describes its proposed
DSM Program Caost Tracking and Lost Margin Recovery Mechanism in the following sections.

—
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A separate DSM Electric/Natural Gas Tracker (DSM Tracker) will be implemented on a 12
calendar month cycle each year, with annual rate adjustments as necessary and appropriate. A
brief description of the mechanics and anticipated timing is provided below.

Lost Margin will be calculated as a percentage of DSM Program Costs. NorthWestern proposes
a straight forward percentage adder to each year's DSM Program costs to compensate it for
Lost Margin. The Lost Margin Percentage is as follows: '

30.0%

L]

o Electric Lost Margin Percentage

7.79% -

.« Natural Gas Lost Margin Percentage

These percentages, for both electric DSM Program costs and natural gas DSM Program costs,
will be applied to the forecasted DSM Program spending for each forthcoming year, and will be
included as part of the overall DSM Expenses used to calculate rates to recover the cost of the

DSM Program effort.

Example #1 using hypothetical electric DSM Program cost:

Year 1 estimated (forecasted) electric DSM Program cost = $1,000,000
Plus Year 1 electric Lost Margin adder (@ 30%) =§ 300,000
Total Year 1 (to tracker) = $1,300,000

Example #2 using proposed DSM budget amounts in this DSM Plan:

The estimated Year 1 total DSM program budget must first be split into electric and natural
gas budgets using an estimated percentage split. Because this Plan represents an
introductory step into NorthWestern's South Dakota service territory and there is no history
from which to make an estimate of this split, NothWestern proposes a 50/50 spfit of the
Year 1 budget for purposes of calculating the Lost Margin amounts:

o Electric DSM budget: $2,042,780 x 0.50 = $ 1,021,390
e Natural Gas DSM budget: $2,042,780 x 0.50 = $1.021.390
$ 2,042,780
NorthWestern' | @ esficiency South Dakota
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LOST MARGIN
YEAR 1 TOTAL
PROGRAM Electric @ 30.0 % Natural Gas @ 7.78%
BUDGET
Electric DSM $1,021,380 $ 306,417 - $1,327,807
Natural Gas DSM $1,021,390 - - $ 79,566 $1,100,956
Total $2,042,780 $ 306,417 $ 79,566 $2,428,763

[Note: figures may not total precisely due to rounding.j

A forecast of DSM Program Costs and Lost Margin will be developed for each tracker year. Any
over/under collection for the first year (including interest), plus forecasted DSM Program Costs and
Lost Margin for the second year are added together to compute rates for the second year.

Adjustments Resulting from Program Evaluations

NorthWestern intends to report DSM related energy and demand savings based on deemed savings,
results from previous DSM Evaluation studies, and engineering calculations. Practice has proven
that engineering estimates tend to differ from actual savings (many times actual savings are
somewhat lower). To account for this difference in the DSM Tracker, NorthWestern proposes to
utilize the results of future program evaluations to develop appropriate savings adjustment factors
(adjustment factors) that can be applied to engineering estimates to better reflect actual savings. As
discussed previously, NorthWestern plans to commission initial program evaluations in year 4 and will
conduct subsequent evaluations as necessary. The evaluations will be conducted by independent
outside contractors not engaged in other aspects of DSM program implementation and delivery.

NorthWestern will not have the benefit of the results of program evaluations of DSM program activity

in South Dakota in the first few years of implementation.
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DSM Program Cost Tracking and L.ost Margin Recovery Tracker Period

NorthWestern will identify a first-day-of-month starting date for the tracker period in its initial
filing of its DSM Plan. The initial tracker period will begin the first day of the month following the
month of SDPUC approval of this DSM Plan (“Tracking Period Starting Date”). Upon receiving
approval to implement the DSM Plan, it is possible that NorthWestern will begin to incur costs
related to work necessary 1o begin the start-up process and prepare to offer its initial energy
efficiency programs. These costs at the beginning may occur after the approval date but before
the Tracking Period Starting Date. These costs that accrue in the days after SDPUC approval
but before the before Tracking Period Starting Date will be included in the total year one tracking
period program expenses. The initial tracker period will end on the last day of the month one full

year (12 months) later.

The year two tracker period will begin on the first day of the same month as the initial tracker

period starting month.

NorthWestern believes that customers will find valtie in continuing energy efficiency programs in
South Dakota and that energy efficiency programs will continue for many more years. However,
in the event that energy efficiency programs do not continue into the future, NorthWestern
proposes to continue to collect any unrecovered energy efficiency costs, lost margin and
reconciliation amounts through the cost recovery mechanisms described in this Plan until all
such costs are recovered. Likewise, NorthWestern would return any over-collections to
customers through the cost recovery factor until all over-collections are returned.

XVHI. Conclusion

NorthWestern has described its intentions with regard to implementation of this proposed DSM
plan. Further, NorthWestern has proposed a mechanism for recovery of DSM Program Costs
and Lost Margin. NorthWestern has stated its intent to form a DSM team beginning in 2014
and commence program planning and development activities upon final approval of its Plan.

I - i bl —
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Appendix A

2014-2015 South Dakota Residential Existing Construction Progam (Electric and Natural Gas)

Residential Existing Construction Electric and Natural Gas Rebate Measures

Frefemed

Seff- Istnllad or

Kon-Pefermd
Contmctor Contrane Aehste
Rebate ($/unlt)
pr—— Sindrners Nidninu iaine Gualiiers

1 Cenoed Lighting Alr Tight Seating Applicatle to arEclectons only % ne s 360 perean  Home must be reaterd excieively with ety
2 CompectFlugresoent Lamp {CFL] Lamp Harg-wlred baflast 5 5@ § 500 perunis  EnergyStayrted £FL
3 Compadt Fluorescent Lamp {HL] Fleture ImergrA orcdular soew-in k] 10 $ 100 perunit  Encigy Starcsted CRL
3 MighterColored Shingles Asphait shingies (Energy Star rated) % BX 5 2500 perhome  Home must have central oniing system.
4 R-11{Steet Dogeswith foam core) . dard R-3 exterlsr door {mi of doars) Ed 500 % 00 perdoor  Heme musibe heated exciusively with electricity
5 &5 [Compasite Doors wizth foam care} Replace smadard R-3 exteddar duot {falslmum of two exterior Joers) 3 500 5 500 perdent  Home mustbe heated exduslwely with elecridty
6 Weatherstipping 2nd Door Sweeps Miniurmn of bwo exzzlor doors % 0o § A0 perhome  Home mustte heated exciosivily with elecrfdty
T HaatPump-Greund ar Water-Source Home g exclusively with electricy. 5 75.00 NA perumit D water heating heat recovery unltwith oxliting GSHP
2 DuqSealing Mastcor aecosel d ling i dl vith duct blaster st s 250 00 NA perunit Home must te heated exdusively with electricity
% Insulation {Rasement or Cravwl Space Wall) A-DreH21 3 03 % 024 persght  F st be heated exd with i
16 Mstdation {Celling/aLng) ADicR-42 5 10 § DB peraght Mot musthe heatnd exdusively with elecirichy
21 ProperSizing- Ceftral Alf Landitioner Complerd ACCA Manuat 1" Cioatioa form 5 .30 Na pET unit Must provi pl AECA Marua *J” & form
2 Properslilng - Heat Pump Comectly Sited Heat, Pump {Coollng And Heating Unit} 5 5.00 A perunit  Whustprovide compieted ACCA Manual “J* Caleulston form
13 Refrigerawmt/Frecier Encrgy Rar Enersy Star ated = 2,765 qulft 5 1%m 5 15.00 peruntt  Emergy Starated > 7.75cuft
14 Thermesar .- Clodk/Frogrammatle ProgrmTakie Theneia: 5 0006 5 QU0 persquam { Home be heated ¥ dectrici
315  WiterHoxer Tank Bankatfiavlation Install ingulatien (R-5) or greater 5 uoe 5 1008 peronit Howme water "3 with
6 Water Heater Thermastat Setback L2Ddegrees 5 30 3 300 perunlt  Home water heatng y
17 Anig/centing R-07a R-49 (nsulaton Home st be heated primarly with satural gas 5 050 % DA persght Exfsting R-0indfeass o minlmem R-49
18 Cawlspace RS to R-19Ensulition Hame must be heated primarily with aatural gas. b1 o4z $ 033 persaft ‘Existing R-0Tncrease (o fninimum =19, incledes rim jalst Insulation
19 Bailer P Testing, Aepairand 3 7500 A perdnit
70 Heuter Diagnostcfesting, Repair and Mainre nance 5 0.0 MNA per unlt
21 'Hgh Efficency Condensing Boier Home must be heated primarity with natural gas k3 WOGe 5 16000 perunlt  Exlsting AFUES E2% ingtall AFLE D 30K Integral water heatar may qualify for multiple mbares
32 High ERiciency tondensing Furnace Fome must b heated primarly with nazural gas 5 12500 § WE00 perunit  Edisting XFUE £ BOK MALELARE X908
23 High Efficiency G2s Roorm Heater Home misst be heated prisnardly with nadusal gas 5 WeDa % 8500 perunlt  Existing AFUE £ 75% Hstah AFUE 2 80%; Must be se¢aled combuston difect vens: Noenvented heaters.
24 ‘Programmabie Thermastat HBame must be heated primarily with natwal gas 3 mm 5 3000 perunlt  Existing manual Irstall o it 2 perousteaner
25 In-Home Energy Audit See NOTES 2 and 3 balow NA NA perhome  See MOTES 2.and 3 below

Gl tiitis:

The peagram, rebatzs, £ pizare subject to change or tarmination withoutnotice,

All {1ek @ istess.

Aebate m be 3pprox|mately S0% of unit cost without regard o 5P < LS years In ordertohadmize rebates .,
Rebate should be jexs than S0 of NPY of gas saved,

NOTE L CFLDistribution Methess for Soulh Oakata Res & bz 1) Mail-In rebate and 2) CFLIs-Stere Coupon twise 3 year [Fall and Spring)

NGTE & South D3ke s Residertal electricand naturA gas space and/or water begting austomers may be eligthle for an in-Home Energy Audit

NOTE 3: The U Audit may ok 1o the satiie as Tis 10 Inckuding {IF £
{1itwetlow eraors, ahd 1ktchen aeramor)

water pipe wrap 2 watet hesioe Tankwnp, lratstation of watet:
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2015-2016 South Dakota Residential New Construction Progam {Electric and Natural Gas}

Residential New Construction Electric and Natural Gas Rebate Measures

Self-
Preferred  Installed or
Con'tractor Non-

Rebate Prefemred
{$/unlt)  Contractor

The program, incentives, rebates, qualifying criteria, measunes, ete are subjedt to change o termination without notice .
AllG jves/rebates not to d cost, whichever is less.

Rebate 1o be approxlmatety 508 of unitcost without regard (0 5PB < 1.5 years in orderto meximize rebates.

Rebate should be less than 50% of NPV of gas saved,

re3 i ® Rebate Units. Cuafifiets

1 Compact Fluorescant Lamp (CFL Fixture Hard-wited baliast s sap § 500 perunit E£nergy Star rated CFL

2 R-11{5teel Boots with foamn core} Replace standard R-3 exterior door (minimum of two exteriordoors)  § 1500 % 15.00 perdoor Home must be heared exdusively with elgctricity

3 R-5{Compasite Daors with foam core) Replace standard R-3 exterior door [minimum of two exterier deors)  § 500 % 500 perdoar Home must be heated exclusively with electricity

4 Energy Star TV Energy Star TV 5 230 % 250 perupnit Energy Star rated

5 Faucet Aerators. 0.5GPM - mi nimum of 3 faucets {Warer Sense labeled only) 5 i 3 300 perunit Home water heating exdusively with electricity

[ Faucet Aerators 15 GPM - minimum of 3 faucets {Water Sense labeled anty) s 200 3 200 perunit Home water heating exclusively with electricity

7 HeatPump- Graund or Water-Source {Dasuperheater]  Home water heating exclusively with eledricity. $ TS0 NA perunit . DHW water heating heat recovery unit with existing GSHP

3  Low-Flow Showerheads 2.00GPM (Water Sense Labeled anly) 4 2| 5 200 pershowerhead Home water heating exclusively with electricty

] Pool Pump Timers Pocl Pump Timers 5 =m S 2500 perunit Assumes 3 teduction of 67% in pump use. Applicable ta panis and hot tubs.

10 RefrigeratorfFreezer- Energy Soar Enerpy Star cated > 7.75 ouft s 1500 5 1509 perunft Energy Star rated > .75 cu't

11 Water Heater Thermostat Setback 120 degrees ) 300 $ 3.03 perunit Home water heating exdutively with alectricity

12 High Effidency Condensing Beiler Home must be heated primacity with natural gas $ 20000 $ 15000 wnit nstall AFUE 2 50% instead of standard AFUE £ 82%

13 High Efficiency Condensing Fumace Home must be heated primariy with nz2rural gas 5 13500 % 10800 unit instali AFUE 2 505 instead of standard AFUE < 80%
General notes:

NGTE 1: CFL Sistribution methods for South Dakata Residential Blectric custamers may be: 1] Mail-In rebate and 2)CFL In-Stere Coupon twice a year {Fall and Spring)

W()rﬂl%steﬂl Efficiency
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2014-2015 South Dakota Commerrial Existing Construction Progam {Electric and Natural Gas)

Commerdal Existing Construction Electric and Natural Gas Rekate Measures
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2015-2016 South Dakota Commencial New Construction Progam (Electric and Natural Gas)

Ieainet

Commercial New Construction Electric and Natural Gas Rebate Measures

#4032 Uinits of kit refer o appitanca cutput kbiu-henotinput

hoae: AR 5/ igleas

[ Xpzz: The program, Incentives, quslifying driteria, measures, £t are subject [o change or termination without natioa,

Tompacz Fluarescent Lamp (ER) ENERGY STAR® approved Replaces anintandefent 5mp of (w more thad fos Srpes the OFL, Wattags.

1 - Integrat (screw-in) oc Modutar == $ 100 pertamp “““Cnly ENERGY STAR rated CFLs ame eligible for rebate Forac L4 the path for CFLlighting.

- Hard-Wired CFL Fixture *** s 500 periamp ++*Only ENERGY STAR rated CFLs are eligible for nebate. Fora furment. SEC WK ollew the path for CFL Highting.

1ED Salid State Whits Lighfing for Exterdor Landseape. Signage & Stnicture Augt be lstes STAR quatified LED b or provid dent DOE certif| 1ESOLA Uk

5 Only. (Thisrebae massure only appiies lighting notarddeessed by the 7308, LM-BD08 and Uighing Facts lape! testing and must be provided
Jluminaning Enginecring Sede ty of North America {IESHA) s rdands of
adapted code. ) 5 020 perWattsaved

3 MV HPSV orMRin T8 3 O35 perWaitssved 0 Apptoved Design Diffe ot intoml Wa &

4 Arak-Sweat{Humidistati Controls Variable Temp Controls |Mumldisiar) 5 200 petlinear fosiofase Vadable Tamp. Congrals (Humidistat)

£ Automated Exhaust VFD Conral - Parking Garage OG sensor VEDs & L1} Sensars $ 45000 perfanHP Bare-case i5 CONSLANT Yol e Lantinuoys duty fan{s}

L] il VR0 Controd [O Sewsors f OO 3 ‘Demand Controlled Venrllation (VFD and CO2 sensars ordte sentars) 5 007 persgitof areqesntreliad Demand Controlled Ventllation (VD and LOZ sensars of Cac sensors]

7 LoolingTe De Approach Temp Wdegres 6degres F $ 1200 perchiffertan

B Cosling Towsr-Tug-Speed Fan Motor Twa-Speer tower fan motor neplace Single-Speed fan moor 5 125 perchilierton

8 Cooling Tower-VSD Fan Comtrol ratiatile-Sp fan metor rep) Speed fah moIGr § 500 perchiliermn

10  Defepst Demand Conirol « Hot Gas Refrigerant Defrostwy Hot Gas s 100 percompressorhf

I  Dishwashing- Commerdal Chemizl System Energy Stat faled Low-Temp Commerclal Dishwasher 4§ 000 perMaasure Installed Waret heating exclstvely with elecuicity

12 EnergySEr- Computsr Energy Star rated compister 5 200 percomper Featurss Indude enabled sleepmode

23 Energy Smrs Fan Energy Star mted fax % 100 perfamachine Enengy Star rated fanx

14 Energy Sar-Prners Energy Starrated printer % 740 per printer Energgy Star rated printer

15 Energy Star-Water Cooler Enargy Star rated Waler Conler (Hot/Coks Watar) 5 100 pevunit Energy Starratad Water Coofor [Hot/Cold Water)

16 Ednaust Hoad Makeop Alr Provide Makeyp Air Dircetly atExhaust Hood Instead of pulling Conditoned Alr - 5 250000 per Measure Installed Caniral heating exdlusively with 2ledricity

17 FaterAesziors 15GPMAeN H 015 perzetor Water heating extlusively with elzairicity

18 Foatng Head Pressure Conmat Instal| Floating Head Pressure Control % 5000 perrefrigerstion ton Presgure comiral s TOF with baignoed port expansion vahves

B Hot Food Holding Cabinets - Commerdal Energy Star mated Commenssi Hot Facd Holding Cahinets S 72500 percabinet £nergy Star tated Commeradal Hot Food Halding Cobinets.

20 Hatel Key Card er OS Rocm Energy Cantrol System - Keycard system or 05 Lo tontref foom HVAC curing non-octupied petiods £ 20000 perroom Space € tiry

21 Lrw-Fiow Showerheads 20GPN Showerhexd $ 300 pershowerhead Water heating excasively with alectncty

22 Motor- Fan System - Vatiable Speed Contral Fan System Opiimieation wf VSO S W00 pes motor HE Mo Soft-Stans

2B #oror- Pump System - Varfable Sperd Cantrol Purii Sysiem Optlmization wf VD 5 19000 perenotor HP o Soft-Starts & net anplicatle For irrigation pumplng

26 Qpifmized Var able Violume Lab Haod Design. Qptinv2ed Variable Volime 13 Hoad Design. 3 A0 perhood Constant volumme 1 varizhle air velume

25 PCPower Supply 80w 8086 £fficient Power supply for PCs % 050 perpowessupply Energy Stars Orated of beer

26 Reduced Spred or Cydling of Evaporatar Fans VD o Evaporsror Fans {Evap Fan {onoml an Walkin} 5 000 perfanHP

7 Refrigeranion with Heat Recovery Heat Racovery from Refrigeration System Applied o Water Hating $ 25000 per Ton Waterh with el

28 Residential-Size Refrigeratar €nergy Star rated Residendal-Size Refrigerator 2 ? 75cuft % 1300 per ing standard effidenoyuni

29 Specal Glass Doors lor Refrigerated Reach-In Cases DoNot Aegquirs Ant-Sweat Heating 5 1S€0 perfinearfoctof glass

30 SwripCurtaing for Frecer Walk-Ins Suip Lurtaing for Freezer Watk-ins 5 500 persqfiofcunain

31 Refrigerated Vending Muchine Energy Sta rated Refrigeraled Vending Machines - High-Efficiency § 7SO0 perMeasure Insalled Leased equipdoes not apply

3 High&hoency (PowsrBuener/ Premium) Fumace/Bailer 290% EFF Facility must ba heated primarly whth natural gas ¢ 325 kbluhr Instead of instalting a new standard AFUE £ 78% boller/furnace

32 MighEfficiency Water Heater {EF 2062 or 230% Thermat Eficiency} Fadlity musthe heated primarily with matural gas 3 ZE0 kbwhr Instead af inst2lling a niew BF 50 584 unirof s B thermal = Ficency

3 Stk Heat £xchanger F Y bet v atural gas % 050 koto-hr

35 Water Heater Tank Blonketfinsubation (R 2 13 Facifity must be heated primariy with natvrsl gz $ 3500 unlt Existing R-0, insulation adfed 1o mnk exterior
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Appendix B
DSM Program Evaluation Scope of Work

Task 1: DSM Evaluation Plan: In this task, the DSM Evaluation Contractor will be
responsible for developing a comprehensive DSM Evaluation Plan to cover all DSM

Evaluation tasks. This will involve the following:

A.

E.

Examination of all related program DSM Program documents available from
NorthWestern. This information includes scope of work documents for each of the
Implementation Contractors for the programs they are administering for
NorthWestern and various other pertinent DSM documents.

Working closely with NorthWestern and its DSM program Implementation
Contractor(s) to identify existing data, records, and documents that have been
accumulated in the course of providing DSM Program services to NorthWestern.

Identification of other research needs for each of the DSM Programs and
development of the data collection methodologies that will be used to complete the

DSM Evaluation.

1. The data collection ptan will include a physical inspection and measurement plan,
plus the sampling methodology and testing design.

2. The DSM Evaluation Plan should also indicate the approach the DSM Evaluation
Contractor will use to expand analysis resuits from the evaluation sample to the

program population.

In addition, the DSM Evaluation Plan should include a description of how program
data will be collected, organized, compiled, and reported.

Preparation of a DSM Evaluation Plan timeline.

Task 2: Project Management: The DSM Evajuation Contractor must designate a project
manager to be NorthWestern's key contact and maintain sufficient staff resources to

effectively and efficiently complete the work. The project manager must:

A. Maintain direct communication with NorthWestern.

'B. Interface with other NorthWestern DSM Implementation Contractors

C. Comply with DSM Evaluation schedule
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D. Provide Bi-weekly Project Status Report

E. Provide quality control and assurance that work conforms to the scope of evaluation
work

Task 3: DSM Program Process Evaluation: This task addresses ways to improve the
NorthWestern DSM Programs over time. This task includes examining NorthWestern DSM
Program processes for each individual DSM Program, and for each DSM Program Group,
and comparing these processes to the best practices within the industry. Sub-tasks include

but are not limited to evaluation of:

Appropriateness of program design for achieving program goals.
Program participation procedures.

Application and payment processing (ease of use, cycle time, etc.).

o 0w »

Accuracy, consistency, and completeness of each Implementation Contractor’s
program records, to be performed by checking a representative sample of completed
program application forms and projects. Confidentiality of customer information and

proprietary software shall be protected.
1. Identify data anomalies and areas for data collection improvement.

2. |dentify areas where excess, unnecessary, or duplicative data collection is
- oceurring,

E. Effectiveness of program incentive and/or rebate levels in compelling customers to
take action.

F. Identify the barriers to customer participation in the DSM programs.

G. Marketing and promotional efforts by NorthWestern and its Implementation
Contractor(s).

H. Communication effectiveness between NorthWestern and its [mplementation
Contractor(s).

|. Participant satisfaction with DSM Programs.
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J. Results from interviewing participants and non-participants (NorthWestern customers,
trade allies, NorthWestern personnel, Implementation Contractors) for the purpose of
getting their ideas on process improvement.

K. Documentation/description/fexamples, for each individual program, of comparing the
program processes with best practices within the industry and areas where

improvements could be considered.
Task 4: DSM Program Impact Evaluation: The Program Impact Evaluation wili utilize
appropriate engineering caiculations, sampling of on-site verifications, customer interviews
and surveys, appropriate statistical techniques, and other industry-accepted practices to
determine energy savings achieved by NorthWestern DSM Programs. Where and as
applicable, this evaluation will be performed for each individual DSM Program, and results
will be aggregated for the entire DSM Portfolio. NorthWestern will make available historical
energy consumption data for program participants, and provide access to its Implementation
Contractor's DSM Program databases. Specific sub-tasks to be completed include, but are

not fimited to:

A. Accurate and supportable quantification of the peak (kW) and energy (kWh, dKt)
savings amounts for each program.

B. Energy savings estimates in two time periods to enable correlation with calendar and
tracker year business cycles, if and as necessary.

C. Review of NorthWestern engineering calculations used to develop energy savings
estimates for measures included in DSM pragram offerings.

D. Review of the appropriateness and application of building simulation models used by
NorthWestern and its Implementation Contractors and model results produced for
cornmercial DSM projects. (Proprietary software shall be protected.,)

E. Physical verification of a representative sample of the DSM program installations to
verify that energy conservation measures have been installed as documented by the

Implementation Contractor.

F. Physical on-site measurement of a representative sample of energy projects
participating in the DSM Programs. The purpose of this task is to verify the
assumptions and calculations of peak (kW) and energy (kWh and dKt) savings from
the Implementation Contractors’ databases. The measurements shali be performed
by a South Dakota state licensed Professional Engineer. The projects and
installations to be measured will be selected from a statistically representative sample

of completed projects.
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G. Calculation of average annual energy savings for high volume measures/services
and programs, for comparison to the values NorthWestern is currently using:

1. Compact fluorescent lamps (for each watt rating used in the lighting program)
delivered through distribution at events, direct installation, mail-in rebate, mail-
out product, in-store coupon, and other events applicable.

2. Each of the different home and business energy audit types. The DSM
Evaluation Contractor shall provide average annual energy savings for audit
direct measure savings and separately for audit in-direct savings.

H. Rebate measures for all of the prescriptive rebate programs (residential &
commercial) offered during the relevant program evaluation period.

. Assessment of the rate of free riders and free drivers within each of the programs.

J. Assessment of the realization rate of DSM measures for which program
incentives/rebates were paid by NorthWestern.

K. Assessment of persistence of energy savings produced by DSM measures installed.
This includes an assessment of whether building use, operation, size, or
configuration has changed since DSM measures were installed.

L. Assessment of “spillover” or “leakage” of NorthWestern funded DSM measures into
non-NorthWestern service areas and non-rebates measures in NorthWestern service

area customer homes/facilities.

Task 5: DSM Program Economic Analysis: The DSM Evaluation Contractor will evaluate
the cost-effectiveness of the DSM Programs using an industry accepted benefit-cost analysis
from the perspective of the Company (Utility Cost Test), from the perspective of society
(Total Resource Cost Test), and from the individual ratepayer (Ratepayer Impact Measure).

This cost-effectiveness evaluation will be performed for each individual DSM Program, and
results aggregated for the entire DSM Portfolio. The contractor will calculate the levelized
cost of DSM acquisition for each DSM Program, and the entire DSM Portfolio.

Task 6: DSM Program Evaluation Final Report: The DSM Evaluation Contractor will
prepare a high-quality, detailed and comprehensive report, including an executive summary,
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that describes and documents the DSM Program evaluation project and each task therein,
and presents findings and recommendations in a clear, understandable manner.
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