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Background

As part of its filing requirement for the 2001 Rate Case, Gazifère was requested to submit a proposal for a symmetrical SSM.  Gazifère's original DSM filing proposed an SSM whereby an incentive was paid for successful implementation of the  DSM programs.  If the programs did not achieve their targets, no provision was made for the imposition of a penalty to Gazifère. Gazifère's request for an SSM without a penalty provision was driven by the expectation that there would be a high degree of uncertainty with the delivery of the DSM programs and their potential success. As Gazifère undertook to develop these programs voluntarily, it did not feel that it was appropriate to have a penalty imposed if the programs did not meet the targets.  

In response to the Regie's request for a proposal of a symmetrical SSM, Gazifère has re-visited both the philosophical debates associated with Shared Savings Incentives and the proposed approaches of the various Intervenor groups, and maintains the position that the mechanism proposed in the 2000 filing is the most appropriate one given the uncertainty regarding the market reaction to the programs and their eventual success.  

In Ontario, the experience related to the use of the SSM is too recent to draw any meaningful conclusions.  Enbridge Consumers Gas has had an SSM in place for less than two years, while Union's proposed SSM awaits Ontario Energy Board approval.  Of note, however, is the experience of both utilities related to the success of their respective DSM programs in the earliest years of delivery.  Neither utility met its first year targets, and Enbridge Consumers Gas had a number of successive years of below target results.  

In Québec, Société en Commandite Gaz Métropolitain has filed a DSM program in its 2001 Rate Case and on SCGM-19, document 7, page 1 of 4, lines 12 to 25 discusses the uncertainty of DSM plans.  “Il est à noter que des écarts dans l’atteinte des objectifs sont courants dans ce genre d’activités, car les hypothèses sont souvent basées sur une connaissance partielle du marché et dépendent, en grande partie, du comportement de chaque type de clientèle.  Des événements non prévisibles, tels que la tempête de verglas en 1998, l’introduction d’une nouvelle technologie, une variation des prix de l’énergie, le lancement d’un programme d’efficacité énergétique par un compétiteur, etc. peuvent affecter les scénarios les plus soigneusement établis.  La donnée la plus sensible et difficile à établir constitue, dans la majorité des cas, le taux de pénétration prévu pour un programme en particulier.  Par ailleurs, considérant le fait que la SCGM en soit à son premier exercice d’élaboration d’un PGEÉ, des ajustements seront sûrement à prévoir.  Ce n’est qu’après un certain nombre d’exercices que l’expertise et la connaissance acquises réduiront la marge d’erreur”.  These comments also apply to Gazifère.

Finally, as part of its research in support of the development of an alternative SSM as requested, Gazifère reviewed natural gas utility regulatory experience elsewhere and found that there is not a significant basis for the inclusion of a penalty in an SSM.  For example, an American Gas Association document states: "It would also be helpful if a commission would make clear that the failure of a DSM  program to achieve all expected energy and demand savings is not grounds for  cost‑recovery disallowance....There is significant uncertainty with respect to  the actual net savings that a given DSM program will achieve, and it is  difficult to accurately predict DSM program participation  levels."
 

For these reasons, Gazifère is proposing the use of the SSM as submitted in the 2000 Rate Case.  Refer to GI-11, document 11, page 9 of 16, lines 9 to 18, question 14 of R-3430-99.
� "Integrated Planning, DSM Evaluation and Cost Recovery Issues for  Gas Distribution Utilities", prepared for AGA by RCG/Hagler, Bailly, 1991.
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