




































































¢ 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.

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

initiated.

e 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 to

eligible residential audiences.

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

Targeted to general audiences.

Commercial/lndustrial Sector

¢ Brochures that describe program offerings and highlight 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 Weblinteractive Media Tools: use of the Efficiency Plus (E+) web section of

www.northwesternenergy.com and SEM as appropriate. Targeted to general audiences.

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

as appropriate.

e 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.

e 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.

e 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.

e 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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e 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.

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

o 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. Targeted to general audiences with an

emphasis on commercial lighting or other specific project-related audiences.

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

project-related audiences.

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

NorthWestern Energy has defined an overall budget for marketing and communication for the
electric 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 2

Advertising

Newspaper—CFL --Electric markets only, 2 campaigns; 2
insert ea., | inserts ea. % page =$4,100 EA, Creative $2,200
ea $ 20,800 | $ 20,800 | $ 41,600
Direct Mail 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 | $ 50,000 | $ 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 $ 50,000 | $ 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 weeks

= $33,000 $ 38,000 $ 40,000 | $ 78,000
Radio 1 campaign at 4 weeks (Kick off--general), $3,500
creative and $14,500 for 4 weeks Placement $ 17,500 | $ 19,000 | $ 36,500

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

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

preferably with speaker commitments $ 10,500 | $ 10,500 | $ 21,000
Digital Media $1,750 creative; $3,600/4 weeks Media, 6
rounds creative, 6 flights placement $ 23350 $ 23350 | $ 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 | $ 10,500 | $ 21,000

Advertising total $ 274550 | $ 267,550 | $ 542,100
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XIV. Future Programs

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 commercial and industrial 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.

XV. DSM Program Budget 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.
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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 will 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

Contractor Expenses (DNV GL)
Residential Audit Program
Program Startup (contractor cost):
Tw o vehicles (approximate, at cost)
RECAP & Database Development (T&M, not to exceed)
In-home audits

Program Subtotal

ResidentiallCommercial Bectric & Natural Gas Rebate Programs
Program Startup (contractor cost)
Outside Services:

Program Subtotal

Contractor Expenses (DNV GL) Total

NorthWestern Energy Expenses:
Rebates

Admin/non-labor (Travel, office supplies, etc.)

Advertising
New spaper
Direct Mail
Billboard
Radio
Television
Trade Show /Assaciation Events
Digital Media
Search Engine Marketing (SEM)
Local Office Displays

Total Estimated Budget

Advertising Subtotal

NorthWestern Energy Expenses Total

2014-15 2015-16 | 2-Year Total
$ 66,0009 - $ 66,000
$ 50000 % = $ 50,000

$482,638 $433440| $ 916,078
$ 598638 |$ 433440| % 1,032,078
$ 16692|% 11692|$ 28,384
$ 236,900 266,150 | $ 503,050
$ 253592 | % 277842| % 531,434
$ 852230|$% 711,282 % 1,663,512
$ 900,000 | $ 900,000 $ 1,800,000
$ 16000 $ 8,000 $ 24,000
$ 20800|% 20800]|5%$ 41,600
$ 100,000 | $ 100,000 $ 200,000
$ 38000|% 40,000| % 78,000
$ 17500|$% 19,000 $ 36,500
$ 40500|% 30000|$ 70,500
$ 10500|% 10,500 | $ 21,000
$ 23350|9% 2335059 46,700
$ 13400| 8% 13400| % 26,800
$ 1050018 10,500 $ 21,000
$ 274550 | % 267550 $ 542,100
$ 1,190,550 | $ 1,175,550 | $ 2,366,100
$ 2,042,780 | $ 1,886,832 | $ 3,929,612
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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 will 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.
XVI. 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.

XVIl. 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 Cost 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:

e Electric Lost Margin Percentage = 30.0%

7.79%

e 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, NorthWestern proposes a 50/50 split of the
Year 1 budget for purposes of calculating the Lost Margin amounts:

e 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
NOIﬂlWCStem Efficiency South Dakota

Ell(_ll’gy' Plus 32 Demand Side Management Plan



LOST MARGIN
YEAR 1 TOTAL
PROGRAM Electric @ 30.0 % Natural Gas @ 7.79%
BUDGET
Electric DSM $1,021,390 $ 306,417 o= $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.]

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 Lost 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 to 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 value 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.

XVIIl. 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.
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