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Increased appliance efficiency, tighter building envelopes, consumer response
to higher prices and, increasingly, utility-funded efforts are helping customers
use energy more wisely
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Traditional Rate Designs
« Have an inherent objective of increasing sales volumes

« Contain a disincentive for promoting energy efficiency and conservation

Non-Volumetric and Decoupled Rate Designs

*Remove financial disincentives for selling less natural gas by breaking the
link between distribution service cost recovery and energy usage of
customers

*Enable recovery of lost margins and costs incurred from having energy
efficiency programs
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Innovative rate designs are becoming more prevalent throughout
the country

«32 states have some type of non-volumetric rate design, 45 million
(out of 64 million) residential customers are served by these mechanisms

26 utilities in 14 states — serving 20 million residential customers — have
some type of revenue decoupling mechanism in effect

* All states with authorized decoupled rate structures have energy
efficiency programs

Additionally, 14 companies in 9 states have a financial incentive to
encourage efficient use of natural gas — rewards are tied to the
performance of energy efficiency programs



INNOVATIVE BAD DEBT RECOVERY
MECHANISMS
22 STATES & DC

INNOVATIVE INFRASTRUCTURE COST RECOVERY
MECHANISMS

I\ 11 STATES
AGA

American Gas Association

REVENUE DECOUPLING AND NON-
VOLUMETRIC RATES
33 STATES

ENERGY EFFICIENCY PROGRAMS
27 STATES & DC
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Industrial
$28.6 million
Residential
$185.7 million

Commercial
$73.3 million

Total=44 LDCs, $287.6 million



Industrial _ _
20.1 million Residential

therms 47.7 million
therms

Commercial
27.3 million
therms

Total=30 LDCs, 95.1 million therms (9.5 Trilion  Btus)



Energy efficiency achievements to date were attaine din a
traditional regulatory environment

As the environment and the economy demand greatera  ttention
to smart energy use, natural gas utilities are uniq uely positioned
to be highly effective advocates for energy efficie ncy
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Increasing efforts to raise awareness of role of na  tural gasin a
clean, secure energy future

Increasing attention to the importance of innovativ e rate
structures, tax treatments and incentives, and fund s for
commercialization of technologies

Increasing focus on carbon footprint

Expanding the number of customers using natural gas In high-
efficiency end use applications

Developing potential of existing and new technologi es such as:
» Options in distributed energy production (CHP or solar)
 CNG as a transportation fuel
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