GAZIFÈRE INC.

LOST REVENUE ADJUSTMENT MECHANISM (LRAM)

CAUSE TARIFAIRE 2001

Description

The Lost Revenue Adjustment Mechanism (LRAM) is a rate adjusting mechanism which captures the increase or decrease in a utility’s distribution margin due to the utility either underachieving or overachieving its DSM volumetric savings targets. This variance in sales volumes causes a variance in the utility’s distribution margin, and the purpose of the LRAM is to adjust for this variance in margin.  For example, lower DSM program participants than budgeted could cause the utility to fail in achieving its DSM savings targets. Conversely, higher DSM program participants than budgeted could result in the utility exceeding the DSM savings targets. 

LRAM amounts are calculated on a monthly basis and a carrying charge is applied.  The actual monthly natural gas savings are subtracted from the budget savings.  The difference is multiplied by the appropriate distribution margin and the product is the LRAM amount for that month.  The monthly variances will be summed for a total annual amount and placed in a variance account for clearing.
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