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PROCEEDINGS

CHAIRMAN HOWARD: Y'all please be seated.
We'll call this ex parte briefing to order. And I
guess Mr. Burgess -- well, I'11 let Mr. Melchers
read the docket first.

MR. MELCHERS: Thank you, Mr. Chairman,
Commissioners. This briefing is being held
pursuant to Notice of Request for Allowable Ex
Parte Communication Briefing filed by South
Carolina Electric & Gas Company, to be held today
in the Commission's hearing room, April 19th, at
2:30. And the subject matter to be discussed at
this briefing is the pilot weather normalization
adjustment mechanism. Thank you, Mr. Chairman.

CHAIRMAN HOWARD: Okay, Mr. Burgess, now it's
your turn.

MR. BURGESS: Thank you, Mr. Chairman. Good
afternoon, Mr. Chairman, Vice Chairman Wright, and
members of the Commission. My name is Chad Burgess
and I'm corporate counsel for SCE&G. And with me
today is Dr. Joseph Lynch. Dr. Lynch is our
manager of Resource Planning -- and I'11 turn this
over to him in the next couple of minutes, but
before I do, I just wanted to set the table with

the Commission, just to refresh your memories as to
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how we got to this point where we are, if that's
okay with you, Mr. Chairman.

Originally, SCE&G had filed a general rate
case in '09 and we ultimately had public hearings
in 2010. And in addition to those hearings, we had
conversations with several parties who intervened
in that case, and we ultimately brought a
recommendation to this Commission in the form of an
electric weather normalization adjustment
mechanism, which we commonly refer to as an eWNA.
And 1in conjunction with that eWNA, we had back-
tested, if you will, the functionality of that
particular mechanism, and realized that customers,
if the eWNA had been in place in the first quarter
of 2010 -- you may remember that we had some pretty
cold weather in the first part of 2010 -- had that
WNA mechanism been in place, our customers would
have been credited approximately $22% million on
their bills for the first quarter of 2010, and the
Company rounded that number up to $25 million. So
part of the recommendation for approving the WNA
process mechanism was also to approve the
recommendation to allow the Company to credit
customers' bills, going forward, in the amount of

$25 million, and we are doing that now, pursuant to
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the recommendation that was approved by this
Commission Tlast year.

When the Commission approved the
recommendations that the Company and parties had
brought to it, the Commission also required us to
do a couple of things, and one of those was -- a
very important one -- was to advise our customers
as to how the WNA process would work, and we've
done that, and Dr. Lynch 1is going to explain to you
what we've done so far as educating our customers
in that regard.

We also are required to provide monthly
reports to this Commission, and we've been doing
that as well, since -- reporting since August of
2010. And this Commission had required us to
implement the WNA no Tlater than the first billing
cycle of October of 2010. We've done that,
actually sooner than we were required to do so,
back in August of 2010.

And then, finally, we were required to file a
comprehensive report, and we will do that Tater
this year. That report is required to be filed
after we've got a year of the pilot under our belt,
which will be around the August-September timeframe

later this year, so we'll be coming back to the
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Commission with a comprehensive report to report on
everything that's happened related to the WNA
mechanism.

But today, we've got about seven or eight
months of actual experience under our belts, and we
wanted to come to you and give you an update as far
as what we've seen thus far.

Dr. Lynch has got a presentation of 25 slides.
It'11 probably take him about 25 to 30 minutes to
get through the slides. Mr. Commissioner, we are
here at your pleasure, so please feel free to stop
Dr. Lynch at any point during this presentation and
ask whatever questions are on your mind. We're
here to serve you and answer those questions.

So what I'T1 do now is just go ahead and ask
Dr. Lynch to come on up here and take a seat. The
presentation 1is organized in a couple of sections.
He's going to talk about the weather that we
experienced earlier this year -- a pretty cold
winter. He's also going to talk about how the WNA
mechanism works. He's got a Tittle bit of math in
there for you, if you're interested in math
equations. I, personally, am not, but some of you
may well be, so he's going to talk to you about

some regression models that will certainly impress
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you.

And then also he's going to talk about the
things we've had to do to get our customers
informed of the WNA mechanism. It's a complex
process; I don't want that to be lost on anybody.
We've got to convey that message in such a way that
our customers understand it. We've done that.
We've also had to educate our front-1line employees,
i.e., the customer service representatives who take
calls from our customers who want to know why this
is on the bill now. So he'll talk to you about
that.

And finally, he's got some interesting data to
share with you as to what we've seen from our
customers as far as the number of calls we've
gotten and some of the questions that have been
asked of us. And we've done a very good job of
working through those questions that customers have
posed to us since they've started seeing this WNA
mechanism on their bill.

So without further ado, Mr. Chairman, I
present to you Dr. Lynch. And, Dr. Lynch, if you
would just go through your slides, and answer any
questions the Commission may have. Thank you, Mr.

Chairman.
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CHAIRMAN HOWARD: Dr. Lynch, good to have you
with us again.

DR. LYNCH: Good afternoon.

CHAIRMAN HOWARD: Looking forward to your
presentation.

DR. LYNCH: Thank you. Good afternoon,
Commissioners. I appreciate the opportunity to be
here and talk about the eWNA.

[Reference: PowerPoint Slides 1-2]

Let me start at the beginning of why we are
implementing an eWNA: That's because the winter of
2010 was very cold, one of the coldest in the past
30 years, and the Company received a lot of
complaints about high electric bills. And a proper
caption for that picture might be "Snow Fall in
South Carolina Produces Very Pretty Landscapes and
Ugly Utility Bills...But Not Anymore, With the
eWNA. "

[Laughter]
[Reference: PowerPoint Slide 3]

This chart is up here to show what a weather
normalization process can do. The top graph in
blue there is the daily energy consumption for the
whole system, and you can see how ragged it 1looks,

actual weather pushing the consumption up and down:
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above-normal weather, below normal, that sort of
thing. And the usage follows a seemingly random,
unordered process. But if you take that usage and
filter it through a weather normalization process,
you get a picture something 1like the bottom graph
in green, where usage day by day seems a lot more
-- a lot less chaotic, certainly, or a Tot more
predictable, smooth, and understandable.

We're still showing the ragged drops which are
weekend usage. The weekend usage drops off, so you
can see that drop, but still it's very predictable.
You don't lose the seasonality, so you can see, in
the summer period, particularly, but in the winter,
as well, you have higher usage, higher than you
would in the swing periods in between seasons. But
it's all very predictable. And what weather
normalization would do to the average use on our
system, we believe it does the same sort of thing
to customers' bills.

[Reference: PowerPoint Slide 4]

This chart is useful in explaining what the
eWNA would do. On the vertical side we have the
temperature and then on the horizontal axis we're
talking about the months going through the year.

The blue 1ine represents the normal temperature as
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you proceed through the year, and the red Tine the
actual temperature. So if we have a cold snap like
that first blip here, where temperatures drop and
weather is colder than normal, you can imagine what
happens. Customers' consumption goes up; without
the eWNA, their bills would go up. The Company
would collect more revenue than it really needs to
cover the fixed costs, perhaps more revenue than
the Commission would 1ike it to collect.

But with the eWNA, the rate is adjusted
downward so you have higher consumption but then a
lower rate, so that the revenue coming into the
Company -- the customer's bill and the revenue
coming to the Company is based on normal weather.

And the eWNA, there's another side to that
coin, of course, is if we have mild winter weather
-- so if temperatures go up, following that
sequence of events, you'd have consumption that
would be Tower than you would expect, Tower than
normal; the customers' bills would be down, the
revenue would be short for the Company. But with
eWNA, then, the rate is adjusted upward a Tittle
bit, so that the customer's bill reflects normal
weather, and the revenue coming to the Company

reflects normal revenue to cover the fixed costs.
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So with eWNA, what you have is a flexible
rate. Instead of having a static rate with fixed
charges, you have a flexible rate that's going to
flex with the weather and bring about -- bring into
the Company normal levels of revenue, and
customers' bills would be at a normal Tlevel.

Another nice -- I think, a nice feature of
this is customers' bills, about one-third of it has
to do with fuel and two-thirds of it is the nonfuel
piece, and eWNA only affects the nonfuel piece. So
in above-normal conditions, so if you have a cold
snap, or in the summer if you have a heat wave and
customers' consumption goes up, well, the variable
component, the fuel part, is going to go up and be
higher than it would under normal weather
conditions; but at the same time, the eWNA 1is going
to reduce the bill, reduce the nonfuel part, so you
have -- on the nonfuel part, you have a reduction
in the bill at the same time the fuel has gone up.
So they work in opposite -- they tend to offset
each other a little bit.

Now the two mechanisms are entirely different,
so maybe 1it's not appropriate to talk about them in
the same conversation, because they work

separately, but it just seems 1like a nice feature
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that when one goes up, the other goes down, which I
think is good for the customers.
[Reference: PowerPoint Slide 5]

This slide summarizes most of what I have just
said. If the weather is above normal -- that is,
if temperatures are warmer than normal in summer or
colder than normal in winter, then the eWNA rate
factor will be negative and reduce customers'
bills. If the weather stays near normal Tlevels for
the billing period, then the eWNA rate factor is
going to be small and it will impact customers'
bills very slightly, plus or minus. And Tlastly, if
the weather is below normal, then the eWNA rate
factor will be positive and increase customer
bills.

[Reference: PowerPoint Slide 6]

I want to talk a little bit about the
structure of the eWNA process and the mechanism.
The first column there shows that we have 18 WNA
groups, and I wanted to talk about how we get to
these 18 groups. There are four rates: Rate 1, 6,
8, and 9. As you know, Rates 1, 6, and 8 are our
residential rates; Rate 9 is the small general
service rate.

These four rates represent most of the weather

PuBLIC SERVICE COMMISSION OF SOUTH CAROLINA




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

SCE&G / Pilot Weather Normalization Adjustment Mechanism 13

sensitivity on our system, somewhere in the
neighborhood of 95 percent.
[Reference: PowerPoint Slide 7]

Now, to make the WNA process and the weather
adjustment more accurate, we're going to break down
these rates into subcomponents. So in the
residential, we break them down into single-family,
multifamily, and mobile homes. As you might
expect, a single-family home, an apartment, a
mobile home all would react to weather differently,
so we want to have separate equations, separate
mechanisms for each of those subcomponents. For
the general service, the Rate 9, we're only going
to Took at commercial, because industrial isn't
very weather sensitive.

[Reference: PowerPoint Slide 8]

To get even more accurate, we're going to
break these subcategories into a further breakdown
and we're going to have less sensitive to cold and
more sensitive to cold.

A single-family home whose usage is more
sensitive to cold 1is very likely to be a single-
family home who has electric space heaters. But we
don't really know whether they have electric space

heating or not, but we can see what their usage
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does and how it responds to weather, and we didn't
want someone on the telephone talking to a
customer, saying, "You have electric space

heating," when we don't know for a fact that they
do. The other thing maybe to mention is, a home
that is well insulated and has high-efficiency
space heating and maybe the occupants are willing
to put on a sweater in the winter and work with the
thermostat, maybe their home usage won't vary very
much with weather, so they would be in the less-
sensitive category. I think those might be
exceptions to the rule; there wouldn't be too many
of them, I don't think.

So this gives us 18 WNA groups. Four rates,
18 WNA groups, 18 regression equations. And then
each month, we're going to have 360 WNA rate
factors. There's 20 billing cycles; 18 WNA groups
gives you the 360 different factors to compute.

[Reference: PowerPoint Slide 9]

I have to take you into the weeds a little
bit. With 18 WNA groups, we're going to have 18
regression equations describing how the usage in
that group responds to weather. Al1l the equations,
all 18 equations are of that form, where the kWh is

going to be a function of cooling degree days --
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which I have there as "CDD75" -- and then heating
degree days, "HDD60." And "M, .n-" Myontn 1S @
constant for each month; each month has its own
constant. So I have 14 regression parameters being
estimated for each WNA group, and each WNA group
has its own estimate of those parameters, its own
set of WNA regression parameters.

CDD75 is cooling degree days with a base of 75
degrees; HDD is heating degree days with a base of
60. We use the 75 and the 60 because our
forecasting department finds that you get better
statistical correlations when you use 75 and 60.
Also, using 60 and 75, you separate cooling from
heating because you have that 15 degree gap between
there. Another thing that's nice about the 60 and
75, you've got a 15-degree dead band, so you can --
where there's no weather sensitivity at all -- and
you can imagine South Carolina in those swing
months, very nice weather, customers open their
windows, let the weather in. Well, that's 1in that
dead zone, so to speak. So these weather
parameters really help with the accuracy. And then
M,, again, there's 12 parameters representing a
monthly base level of kWh use, and that picks up

the seasonality as you go through the year.
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[Reference: PowerPoint Slide 10]

So taking those equations, this Tays out the
process on how we use them. This is how it was
described to our computer programmers who had to
program this thing into the billing system. So
Step 1 or Equation 1, we calculate the average kWh
per customer for that particular WNA group,
plugging in the actual weather.

The second step, we calculate weather-
sensitive kWh. Now, weather-sensitive kWh is the
energy associated with abnormal weather. Another
way to look at it is it's the change in the average
kWh needed to bring the usage back to normal. Now,
I'm going fast through these equations because my
next slide has numbers in it, and it's easier to
talk and understand this if I have actual numbers.

So given the average kWh from Step 1, the
weather-sensitive kWh in Step 2, we calculate a WNA
ratio, which is the percent change needed to get
back to normal. So there -- and you can see that
calculated. And then Step 4 is where we calculate
the eWNA rate factor, which is just the WNA ratio
times the second block, the rate. So it's just
those four steps to produce the WNA rate factor.

[Reference: PowerPoint Slide 11]
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And here's a particular example. So it's a
Rate 8 single-family home. I picked a meter-
reading date of December 8th that had 29 days in
the billing cycle. So since I have a date and the
29 days, I know what days I'm talking about, that
determines the weather. So the actual heating
degree days was 237%; the normal was 224.5. So
it's a little colder than normal. Cooling degree
days, actual and normal were zero, so we're in the
winter here.

So Step 1, Equation 1, I calculate the average
use of the customers in this WNA group, and that's
1417.2 Kilowatt-hours. And you can see there I'm
working through the equation. 801.8, that's my
monthly factor for December, and to that I'm going
to add 2.591 times 237.5 heating degree days. This
2.591, that's one of the parameters I estimated in
the regression, and that tells me for this WNA
group how many kilowatt-hours a customer is going
to use per heating degree day. They use about
2.591 kilowatt-hours per heating degree day so I
multiply that times the heating degree days, I get
the kWh impact of the weather. I add it to the
base use. Cooling degree days were zero, so I

don't have to worry about that. And you end up
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SCE&G / Pilot Weather Normalization Adjustment Mechanism 18

with 1417.2 kilowatt-hours as the average use for
that weather.

Step 2, I get abnormal weather kWh, and that
turns out to be -33.7. So we're above normal here;
the usage is above normal, and it's above normal by
33.7 kWh. And I have a negative here because I
have to subtract 33.7 to bring it back to normal.

Now in our process, we don't want to -- we
don't subtract it; instead, we calculate the eWNA
ratio to get a percent change. So 33.7 divided by
1417.2 gives me -- -33.7 gives me -0.0237. So that
tells me I have to reduce the kWh by 2.378 percent,
in order to get back to normal. And to reduce the
normal bill, I either reduce the kWh by 2.3 percent
or I reduce the rate, which is going to be
multiplied by the kWwh. So the way we do it is we
reduce the rate. And that's in Step 4. So you see
the WNA factor, .02378 times the margin rate.
.11068 comes right from our rate schedule, and then
.03606, that's the fuel rate. And so you end up
with a WNA factor of -0.00178, and that factor
applies to every customer in this WNA group who is
billed on December 8th -- all right? -- because the
rate is essentially changed.

[Reference: PowerPoint Slide 12]
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Well, we have a chance to go through all of

that again. This is a -- but I won't. I won't.
[Laughter]

This is a snapshot of a picture of what is on
our CIS system, so if a customer calls in and wants
to talk about eWNA, the customer rep can pull up
this screen and see how the eWNA was calculated,
and then, without too many details, go through
those four equations or those four steps. 1417.2
was the average use, given the weather, for that
period. -33.7 1is the abnormal kWh; you want to
take that out of the usage to get to normal. Here
is the WNA rate, -0.02378, 2.3 percent you
remember. And then the calculation of the eWNA
factor, -0.00177, as you recall, and that's just
the WNA ratio times the margin rate.

Now, all four equations only deal with the WNA
group and the billing cycle. It has nothing to do
with the individual customer. Only -- Tine five is
the only thing that really deals with the
individual customer. So this customer used 1,931
kilowatt-hours for this time period. So if you
multiply times the eWNA factor, you get -$3.42, so
eWNA reduced his bill by $3.42. And the Company

rep could tell him that at the time.
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So he -- let me see -- he used 1,931 kilowatt-
hours. The average customer for this period, he
used 1,417 kilowatt-hours. So this particular
customer maybe has a larger single-family home, or
maybe it's less insulated, less efficiently -- less
efficient appliances, something of that sort, but
he uses more. But he gets the same factor:

.00177.

And when you get to the -- what else? O0h, and
then here I have the WNA group labeled here, so
this is WNA Group 12 out of the 18, and that's
"Rate 8 - Single Family - More Sensitive to Cold
Weather." And everybody, as I said, in this WNA
group being billed for this period, December 8th,
29 days, they all get the same rate, because, in
effect, the rate schedule is flexible and changes.

[Reference: PowerPoint Slide 13]

This is what appears on his bill, and you can
see the factor 1is .00177 subtracted off; his is
1,931. And if you multiply that out -- it's not
shown here, but if you multiply it out, you get
$3.42 reduction in the total bill. And we show it
this way because we're actually changing the rate.

[Reference: PowerPoint Slide 14]

Now we get out of the weeds, and this is
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what's -- I want to show the accumulated impact on
customer bills since the inception of the program.
This is the total impact since August.

So, August 2010, we know was hotter than
normal, and so the eWNA reduced bills and reduced
customer bills by about $12% million, and so that's
what I'm plotting out as -$12% million. September
was hotter than normal, so it brought the
accumulation down another $10 million to about
$22%, $23 million. October and November sort of
levels off because you're in a swing period; you're
not going to have much effect. Then we get into
December, colder-than-normal winter. So bills were
then Tower than they would otherwise be. eWNA was
reducing bills again. January again is very cold.
February, not so cold, and then March turns back
up. I think we added $5% million dollars to bills
in March.

So after the eight months, the accumulated
total now is $40.5 million, so customer bills are
reduced $40.5 million because of the eWNA over the
eight-month period. And as Mr. Burgess pointed
out, that $40.5 million is just the eWNA since
August. It doesn't include the $25 million that's

being refunded to customers, which really dates
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back to the prior winter. So if eWNA started in
January 2010 and we did this accumulation, we'd end
up at $65 million -- a -$65 million going back to
customers.

[Reference: PowerPoint Slide 15]

This is the same information displayed
differently. I've separated the negative bills
from the positive bills.

CHAIRMAN HOWARD: Dr. Lynch.

DR. LYNCH: Yes, sir.

CHAIRMAN HOWARD: I think Commissioner Fleming
has a question for you.

COMMISSIONER FLEMING: Now, what's happening
to the fuel factor while this is going down? How
is that playing into the bills?

DR. LYNCH: The fuel would be a whole separate
mechanism --

COMMISSIONER FLEMING: Right.

DR. LYNCH: -- and so probably for this period
-- I'm not sure when we changed all the fuel rates,
but I think it's constant for this time period. So
if people -- if they used more energy, either
because of weather or for whatever reason, the fuel
portion of the bill would be higher. The rate

would stay the same; it would be .036 cents, so
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there's no change there. But this doesn't flatten
the bill; the eWNA only applies to those two-thirds
of non-fuel portion.

COMMISSIONER FLEMING: But it would be going
-- the fuel part would be going up, though, because
it has the reverse --

DR. LYNCH: Well, the fuel rate -- .036 --
that's constant, so if customers use more energy,
that portion of the bill would be higher.

COMMISSIONER FLEMING: Okay.

DR. LYNCH: And that represents about one-
third of their bill.

COMMISSIONER FLEMING: A11 right.

DR. LYNCH: Yeah. But I guess -- maybe it's
worth pointing out that the fuel has a separate
mechanism, and we spread those costs over a year,
so it tends to flatten the rate and help customers
in that regard. But it still -- if they use more,
they pay more on the variable side, yes.

COMMISSIONER FLEMING: Okay. Al1 right.

Thank you.

DR. LYNCH: Well, this is total eWNA revenues,
but I split it into two pieces just so you can see,
so I can emphasize the effects. So, August, just

about everybody had a reduction because it was very
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hot, and there's that $12% million I mentioned. If
you get down to October, the swing months, overall
it was a negative effect on bills, but some people
actually had a positive increase. It's very small,
but there was some weather that was below normal,
so the rate was positive and additive to the bill.
And then to come down to March -- yeah -- mostly,
March is positive. There's actually a little piece
there -- maybe I'11 see that in the next slide -- a
little piece there, some customers actually did get
a negative, showed a negative effect from the eWNA
on their bill in March. But if you add it all up,
-$40.5 million.

[Reference: PowerPoint Slide 16]

The chart on the left is the chart we just
looked at; it's the revenue broken down by month.
This chart [indicating] is the bills. So I just
wanted to point out, in October, where there was a
very small positive impact from eWNA, there was
actually about 150,000 customers who saw that
positive impact, but it was very small. Overall,
we have about 630,000 -- somewhere around there --
who are getting eWNA bills, are on the eWNA
process.

And then in March, I think I mentioned there
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was something there, and there you can see there
were customers -- there's actually about 50,000
customers who had a negative eWNA factor. But
overall, March was below normal, so there was an
additive positive effect on bills and, net, the
Company brought in $5% million more than it would
have without the eWNA for that month.

[Reference: PowerPoint Slide 17]

One last chart on this 1is the average bill
impact, so this would be dollars per bill. On the
far right there, "Overall Impact," you see August.
On average it was a $20.33 reduction in the bill.
And you can see the amounts each month, and I've
broken out the ones that are all negative and the
ones that are all positive. If you go to March,
for example, overall, $9.57 increase on the bill,
but some people -- 50,000 customers -- had an
average decrease of .02 cents. 1It's just how the
weather works out the process.

The Company -- the eWNA seems very logical to
the Company, a good thing to help customers, and we
believe in the mechanics. We have good
statisticians and forecasters and computer
programmers, so we know the mechanics would work

and do what we wanted. The real unknown with the
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eWNA is what customers were going to think about
it, so we should talk a Tittle bit about that.
[Reference: PowerPoint Slide 18]

The Company started a communications program.
So one key feature of that, back in August, for
each of the 20 cycles and all of the customers who
were coming under the eWNA, we put in a bill insert
explaining why we were doing it, what the eWNA
does. And there's a picture of part of the bill
insert.

[Reference: PowerPoint Slide 19]

Here's another part. You can't read the
questions, but those would be -- I'l1l show you
those in a minute -- those are typical questions
that customers would ask. You can see the chart.

I mean, I Tifted that to show to you to explain the
eWNA and how it works.
[Reference: PowerPoint Slide 20]

We also, on the website, put all that
information out there again, so customers can go to
our website and get those questions answered. And
again, you can see the chart that we think explains
the mechanism fairly well.

[Reference: PowerPoint Slide 21]

Here are some of the questions which are
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answered on the website: What is the WNA and how
does it work? Why is SCE&G implementing the eWNA?
And our website doesn't just have questions; it has
the answers to these things, too. I should point
that out, to make sure.

[Reference: PowerPoint Slide 22]

What else? Also, there was a strong program
of training of front-1line employees. The people
who answer the phones and have to answer customers'
questions need to understand the process and be
able to explain it. So there's a lot of classroom
instructions. We have some supplemental tools that
help them, and an online course that they can --
that can refresh their ideas. I know myself and my
team gave, you know, a dozen or more presentations
around the Company to help with this effort.

And we think all of this communication effort
paid off --

[Reference: PowerPoint Slide 23]

-- because this is a summary of the numbers of
calls we got asking about the eWNA or talking about
it. So over the eight months, there's about 370
phone calls dealing with eWNA. 255 of them, just
asking for explanations; 36 wanted to opt out; 17

wanted to get into the details of the calculation;

PuBLIC SERVICE COMMISSION OF SOUTH CAROLINA




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

SCE&G / Pilot Weather Normalization Adjustment Mechanism 28

62, sort of general complaints. So with 630,000
customers being billed each month with eWNA, to
only have 370 calls we think is a good thing. And
then if you talk about complaints, we figure 36
were complaining, because they want to opt out, and
62 in this category of general complaints; add them
together, that's 98, so about 100 customers were
actually complaining.

Now we did see -- looks Tike here's 46 in
March, so there is a 1little uptick. Part of the
reason, I guess we probably should say, you've got
seven or eight months where the eWNA credit helps
customers, Towers the bills, and maybe some of the
them figured it would be crazy to call and complain
about that. And so in March, when the bill does go
up, when the eWNA 1is additive to the bill, we did
see some more calls coming in. But even there,
it's not so many, and a Tot of it is just an
explanation of what's on the bill.

Now we have to wait and see with the summer
what happens, because as you know, in the summer
everybody's consumption is going to go up because
the seasonality is still in the billing process.

So bills should be higher. And if the summer is

below normal, then eWNA will be additive, and
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customers, if they have a high bill -- relatively
high bill, you know, seasonally speaking, and they
have another $10 added because of eWNA, I can see
maybe some of them complaining.

The statistician in me tells me that since
we've seen two winters that were above normal and a
summer above normal, the next season, this upcoming
summer, has got to be below normal -- just the
odds, I don't know. Mother Nature I know has her
own statistician, so you never know. But anyway,
the Company so far is pleased with the results and
hopes -- you know, hopes for the best going
forward.

[Reference: PowerPoint Slide 24]

I want to finish up with the general comments.
I was interested, why does anybody want to complain
about this. It seems such a rational thing to do.
And, of course, I understand the statistics; my
department developed them, and so I have a lot of
confidence that the mechanics are doing exactly
what the Company wants them to do. But these were
some of the complaints that I could pull out of the
comments that the customer reps wrote down. Some
people just want to opt out. One comment -- a few

comments: "Only want to pay what I use -- only
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want to pay for what I use." "No incentive to
conserve." "Worried about paying credits back."
"Just don't Tike it." "It's something else to
worry about." I think all of that -- I mean, the
thoughts are -- I think are wrong, and maybe they
just don't understand the eWNA. But also I want to
add that a 1ot of -- in that general, you know,
call-for-explanation category, a 1ot of the
comments were favorable on eWNA after it was
explained to the customers.

So the Company thinks it's a good thing and
we're interested in seeing what happens further
down the road.

[Reference: PowerPoint Slide 25]

And that's my Tast slide. 1I'd be happy to
answer questions or --

CHAIRMAN HOWARD: Commissioners, questions of
Dr. Lynch? Commissioner Fleming.

COMMISSIONER FLEMING: How did you respond to
their question about no incentive to conserve?

DR. LYNCH: Well, I would tell them -- now, I
didn't -- I don't respond to the customers, too
many. Those who want to get into the equations,
and there were a handful, they would be passed to

me or one of my associates to get into the
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equations. Some of the engineers -- there was a
retired math professor -- I thought he was funny --
a retired math teacher from Pennsylvania called in,
just professional curiosity. But the way I would
respond is that, of course, there's still an
incentive there, because the Tower your usage is,
the Tower your bill is. Think about what you use
under normal weather conditions. If you use less
energy under normal weather conditions, you're
going to have a Tower bill. And of course you have
the variable part. The fuel part is directly
related to what you use, so if your consumption
goes down, that portion of your bill would go down
with it. The other portion will also go down. If
you insulate your house or put a higher efficiency
appliance on 1it, it is reduced.

And another thing to think about how this eWNA
works, it really works based on a rate and sort of
a percent change, so if you're going to reduce a
bill by 10 percent, it makes a difference if the
bill is $200 where you get one impact, or if it's
only $100, well, you get a different impact -- if
you see what I mean.

So conservation is still -- this is not a

disincentive to conservation. No one should 1ook
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at it that way. And I'm sure a customer -- I think
we're explaining it to customers that way, too.

COMMISSIONER FLEMING: Well, thank you.

CHAIRMAN HOWARD: Commissioner Whitfield.

COMMISSIONER WHITFIELD: Thank you, Mr.
Chairman. Dr. Lynch, I'd also 1like to ask you,
1ike Commissioner Fleming just asked you, how do
you answer the question about, you know, paying the
credits back, when they hit you with that question?
You can see, of course, I believe January was your
biggest savings to the customer, and I think --
from a PR standpoint, I think it went over well
this past winter. And it looks 1like the only other
month that you had a positive back to the Company
was November, and it was so small that -- and I
think the numbers you had up there were about the
same -- 18 or 16 or something, kind of low. But
you've only had two months, the big one being now
March of '11 and then November being so small that
you hardly got any calls.

DR. LYNCH: Yeah.

COMMISSIONER WHITFIELD: How do you -- or not
you, but staff -- plan to --

DR. LYNCH: Well, we would explain there's

really no paying back of credits. So, what's
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happened in the past, the weather, that's sort of a
done deal. And whether the bill increases --
whether the eWNA increases the bill or decreases
the bill depends on the weather that we see. As
far as the Company goes, if the eWNA reduces the
revenue coming to the Company, the way we figure it
is, well, that's revenue we didn't need, really,
because what the eWNA 1is bringing the bills back
and the customers' revenue -- the customers' bills
and the Company revenue back to a normal level
that's needed for normal operation. So it's not
really -- we don't need any credits and there's no
payback.

But I explain to customers there is a flip
side in the sense that when weather is milder than
normal, consumption is down, then the Company,
without the eWNA, the revenue coming in would not
cover the fixed costs. So the eWNA would increase
the rate a Tittle bit so that that portion of the
bill reflects normal weather and would cover those
fixed costs.

Now I had to go through this with an engineer
who didn't really understand ratemaking. But when
I started explaining that the Company has fixed

costs, you divide by kWh to get the rate: If
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weather drives that kWh up and you apply that same
rate, you're going to get more than the fixed costs
that you need to cover it. At the same token, if
it's below, then we fall short of the fixed costs.
And what eWNA does is just jimmy the rate, so that
you're always producing normal-weather revenue.
Did I answer?

COMMISSIONER WHITFIELD: Yes, sir, you sure
did. And certainly -- I think your efforts, your
PR from this weather -- of course, we had the
really bad winter prior, starting the program, in
January of 2010, but I certainly think that you've
gotten a Tot of mileage out of it going through
this winter.

DR. LYNCH: Thank you.

CHAIRMAN HOWARD: Commissioners?

[No response]

Mr. Nelson, does ORS have any questions of Dr.
Lynch?

MR. NELSON: No questions. Thank you, Mr.
Chairman.

CHAIRMAN HOWARD: Dr. Lynch, thank you very
much for your presentation. I found it very
interesting. I think we have a clearer concept now

of weather normalization.
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DR. LYNCH: Thank you.
CHAIRMAN HOWARD: Thank you much. With that,
our briefing is adjourned.
[WHEREUPON, at 3:15 p.m., the proceedings
in the above-entitled matter were

adjourned. ]
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Why Is SCE&G implementing eWNA?

The winter of 2010 was one of the coldest in the past
30 years — high electric bills were very common.
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Why is SCE&G implementing eWNA?

Actual energy use is chaotic. The main source of abnormality is weather.
This is most obvious at the daily level.
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These models provide insight about trends in energy use and revenues.
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The Goal of eWNA

Conceptual Representation of eWNA

Temperatures —

Cold Snap

Benefit to Customer

Mild Winter Spell

Charge to Customer

Cooling Season

Heat Wave
Benefit to Customer

Cooler than normal
Charge to Customer
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Weather Normalizati

If weather is above normal, that is, if temperatures
are warmer than normal in summer or colder than
normal In winter, then

The eWNA rate factor will be negative reducing
customer bills.

If weather stays near normal levels for the billing
period, then
The eWNA rate factor will be small and will impact
customer bills only slightly.

If weather i1s below normal, then

The eWNA rate factor will be positive increasing
custemer bills.
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Rate

Description
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4 Rates — These 4 rates represent about 95% of the weather sensitivity in sales.






Electric WNA Proce

WNA | Rate Description
Group
1 1 Single Family
2
3 Multi-Family
4
) 6 Single Family
6
7 Multi-Family
8
9 Mobile Homes
10
11 8 Single Family
12
13 Multi-Family
14
15 Mobile Homes
16
17 9 Commercial
18

«Single Family, Multi-Family and Mobile Homes can be
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WNA | Rate Description

Group
1 1 Single Family - Less Sensitive to Cold
2 - More Sensitive to Cold
3 Multi-Family - Less Sensitive to Cold
4 - More Sensitive to Cold
5 6 Single Family - Less Sensitive to Cold
6 - More Sensitive to Cold
7 Multi-Family - Less Sensitive to Cold
8 - More Sensitive to Cold
9 Mobile Homes - Less Sensitive to Cold
10 - More Sensitive to Cold
11 8 Single Family - Less Sensitive to Cold
12 - More Sensitive to Cold
13 Multi-Family - Less Sensitive to Cold
14 - More Sensitive to Cold
15 Mobile Homes - Less Sensitive to Cold
16 - More Sensitive to Cold
17 9 Commercial - Less Sensitive to Cold
18 - More Sensitive to Cold

*4 Rates ... 18 WNA Groups ... 18 Regression Equations and
*360 WNA Rate Factors Each Month: (20 cycles * 18 groups)






Arithmetic of the W

18 WNA Groups Means 18 Regression Equations Relating KWH to Weather

Each regression equation is of this form:

KWH=a* CDD75+b *HDD60 + M ..+

There are 14 regression parameters being estimated: "a", "b", "M e
Each WNA Group has its own estimate of each of these parameters.

With

CDD75 are cooling degree days with base 75 degrees
HDDG60 are heating degree days with base 60 degrees

M., are monthly base levels of KWH use.





Arithmetic of the

Average KWH Per Customer for the WNA Group Using the Actual Weather
(Eg. 1) Model KWh=a * CDD75+b *HDD60+ M, v

Weather Sensitive KWH - KWH Associated With Abnormal Weather
i.e.Change in Average KWH Needed To Reach Normal
(Eq.2) WNA KWH=a * (CDD75N-CDD75) + b * (HDD60N-HDD60)

WNA Ratic: % Change Needed To Reflect Normal Weather
(Eqg. 3) WNA Ratio = WNA KWH / Model KWH

eWNA Rate Factor: Same For All Customers in this WNA Group and Bill Cycle
(Eq. 4) WNA Factor = WNA Ratio * 2" Block Margin Rate
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e 8 SF Home

Sample Calculatior

Meter Read Date: December 8" with 29 days
Heating Degree Days: Actual 237.5; Normal 224.5
Cooling Degree Days: Actual 0.0; Normal 0.0

Eqg. 1. Average kWh Use Per Customer:
1417.2 kWh = 801.8 + 2.591 * 237.5 + 3.454 * 0.0
Numbers in bold are statistical weather factors for the rate and

Eq. 2: Abnormal Weather kWh Usage:
-33.7 kWh =2.591 * (224.5 — 237.5) + 3.456 * (0.0 - 0.0)

Eq. 3: EWNA Ratio:
-0.02378 = -33.7 / 1417.2

Eq. 4. WNA Factor ($ per kWh):
$-0.00177 =-0.02378 * (0.11068-0.03606)





Electric WNA Details

Date Billed [12/123/2070  Billing ‘WM& Penod From |11.-"|:|E|.'"2|:|1 0 Tao I'I 2082010
Fate 003 - RESIDEMTIAL SERMVICE
Revenue Clagz |910-BESIDEMTIAL SWC-ELEC HEAT
WA Group 12 - Hate 8 Single Family - Maore Senzitive bo Cold Weather
Total Uzage Ayg kwh Actual Ayg kwh Achual &g Uzage
Rate & Clazs uzed per HDD HDD wzed per COD COD Rate & Clazz
14172 = (| 259114 | 2375) + (| 245432 | 00)+ | 801.7885
Wieather g kb Mormal Actual g kb Mormal Actual
Senzitive Load  uged per HDD HOD HOD wzed per COD COD COD
| 337 = | 259114 k(| 2245-| 2375 |+ | 345432 x (| 00-| 0D )
% Hate Weather Total Uzage

Increase or Decreaze  Sensitive Load Fate & Clazz

| ooz - | 237 ] 1417.2
% Rate
ew'Md Factor  |ncreaze or Decreaze  Price per kKM - Total Fuel Cost
00077 = 02378 W 007462
et Aot g b Factor Total Billed k\wh
.=3% 3342 = Q00777 v 1931
.-:::‘I‘“
"‘.‘
w
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Sample Calculation for Rate 8 SF Home

CURRENT CHARGES
Electric Charges
RATE PLAN METER READING
008 - Residential Service Electric Meter read on 12/09/10 at 10:50 am
(Next scheduled read date 1/11/11)

METER NO. BILLING PERIOD DAYS CURRENT PREVIOUS  CONSTANT KWH
001625999  11/9/10 - 12/9/10 30 92117 - 50186 X 1 = 1,931
Basic Facilities Charge 8.50
First 800 kWh X ($ 0.115370 - $.00177 WNA) 90.88
Next 1131 kWh X ($0.110680 - $.00177 WNA) 123.18
Subdivision Lighting 3.97

Total Electric Charges $226.53
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Electric WNA Process

eWNA Impact on Customer's Bills
Accumulated From August 2010
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Customer Bills have been reduced by $40.5 million
e from August 2010 through March 2011.
RN y





Electric WNA Process

eWNA Revenue ($Millions)

Neg. Reduces Bills & Pos. Increases
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Electric WNA Process

eWNA Revenue

($Millions)
Neg. Reduces Bills & Pos.
Increases
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eWNA Average Bill Impact ($ per Bill)

Neg. Pos. Overall

Impacts Impacts Impact
AUG2010 -20.33 -20.33
SEP2010 -15.86 -15.86
OCT2010 -7.24 2.66 -4.58
NOV2010 -1.08 2.38 1.30
DEC2010 -11.79 2.01 -9.79
JAN2011 -20.51 -20.51
FEB2011 -7.99 5.25 -2.74

MAR2011 -0.02 9.59 9.57
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eWNA Externa

August
Cycles 1-20

eWNA bill insert
was included for

Electric Weather Normalization

al I e I | g | b I e Leveling the impact of abnormal weather on your electric bill

How Is the sWMA rate delermined? WiII this make all ny bills the same amount?

e I e Ct r I C Tha method used o datarming the oWHA rata Is approved by HD. Tha 8WNA 1S not the same &5 SCESG'S Bunget BN Pian,
tha Publlc Service Commission of Soufh Carolina (PSC) and e which tofals your annual electric usage and averages | over
Office of Reguiatory Stafl (DRS). Among the variables that impact 12 monins o that your bl s the samsa amount each manin.

Cu Sto m e rS thiis rate are e actus billing penicd and deviatian from noemal T besarn mioe about Budgat BAng, pheasa vistt our wedsste at
. usapa for your rate and user fype (Angle-tamily versus multl- Www.sCeg.com/budgatbiling.
tamily, for exampla). Each billing period will ba uniqua based on
e weather Tor that parod o tima. Where can | leam mone?
Visit www.SCed.comvewn:a or call our customer service cantar

How long will the @WNA be In effect? at 1-800-251-T234. Customer senvice reprasantatives ara
The FEC approved e usa of an electnic woather normallzation avallable to assist you 24 hours a day, seven days a weak.

adjustment for the naxt 12 months; i will remain in effect
iharaarter unless the ORS of SCERAG requests a changa. Tha
ZWHNA will ba Implemented for all slgibla SCEES alecinic
customens. if |s not opbanal.

CScEXG.

A BEARL CSMPANT

TR Electric WNA “scezc.





eWNA External Communications

August i b

Your heating and cooling system is the biggest user of electricity in your home. When outside temperatures
are unusually high or low, your energy costs can fluctuate significantly from month to month or year to year.

Cycles 1-20 s i wir e ol ether et e P ol Vet Canigact o i

To level the impact of abnormally hot or cold weather on electric bills, SCE&G is infroducing the Electric

Weather Normalization Adjustment (eWMNA).
- - What Is the oWHA and how does It work?
eWNA bl | | I nse rt Tha cWMA Is 3 way of kavaling the effect of abnormal weathar on customar bills whila also aBowing tha company fo recover necessany
operating costs. When oxdreme cold snaps in winter months or unbearable haat waves In summer monihs cause your electriciy uss to

risa more than nonmeal, tha @WMA will ansure that you ane chargad for the energy you wsa at a rate adjustad for nonmal temparaturas. In
these situations, your bal will be kower han it would have been for the estrama weather,

was included for O

will ressait In @ higher leciric: bill than | would have been for the milder waather. Bottom Bne, the oWHA adusts your bill o reflact your
temperature-reéated eleciric costs (exciuding fued costs) for normal, not sbnormal, wesather.

all eligible B——

Marme will be based on the avarage Conceptual Representation of eWNA

electric s iy v

temperatures fo the 15-year awarage for each
bEmng period.

Wiy Is SCEEG implementing the sWNA?

CustOI I Iers The goal of the eWNA Is fo level the effects of

" anormal waatner on me customer and iha
Ccompany. The wintar of 2010 was one of tha
cobdest in South Caraina In the past 30 years. ol snap
Consaquaniry, many customers axperiancad e
wery high electric bills. The eWHA profects 1 1 1 1 1 1 1 I I ] ] ]
customars rom thesa splkes in elaciric Months
costs cawsad by abnommeal weathar while aiso
aliowing SCEAG to continue 1o recovar normal === Normal Temperatre = Actual Temperature
operating costs and provede you with safe,
rellable electric servica In any weather condition.

Heat Wave
BB fn Comdm e

EE

:
%
i

Wi ny bill aojust every month?

It 15 possibda that your b will be adjusiad each billing cycka. This IS simply becausa It ks unilkaly that acheal tamperatures
will ba the same as the normial tamperatures for each day of the blling cycka. Adjustments ara Indicated by a credit or debit
to the cost par KW

=z Electric WNA CscezG.
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Website

www.sceg.com/eWNA

t mﬁm ¥Home FMobile FFAQs FContact Us  k Site Map I @

Account Sign In

; 3 X : ~ residential services
.
d" F "

Electric Weather Normalization

Your heating and cooling system is Conceptual representation of eWNA
the biggest user of electricity in your
home. When outside temperatures
are unusually high or low, your energy
costs can fluctuate significantly from
month to month or year to year.

[

[esrm—

Temparstures —3
H
!
i

This past winter's extremely cold
weather is a recent reminder of how e - tree trimming and
abnormal weather can impact your lan

bills. To level the impact of abnormally oot '
hot or cold weather on electric bills, G e
SCE&G is introducing the Electric » for real estate agents
Weather Normalization Adjustment Click to enlarge
(eWNA).

¥ builder services

¥ small/medium business

ymmercial and industrial
What is the eWNA and how does it work?
The eWNA is a3 way of leveling the effect of abnormal weather on customer bills
while also allowing the company to recover necessary operating costs. When
extreme cold snaps in winter months or unbearable heat waves in summer months
cause your electricity use to rise more than normal, the eWNA will ensure that you

—rn_charand foar Fhn anarour wum nen ok o eaka adiictad far narmal Fammarabieas Te

¥ save energy and money

A SCANA COMPANY
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eWNA External Communications

Website  (Q§A Approach on Websits

www.sceg.com/eWNA

What s the eWNA and how does it work?
Why is SCE&G implementing the eWNA?
Will my bill adjust every month with the eWNA?

How is the eWNA rate determined?
How long will the eWNA be in effect?
Will the 6WNA make all my bills the same amount?

Electric WNA
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eWNA Internal Comunications

Training of Front Line Employees

Classroom Instruction
Supplemental Tools
Online Course for Refresher

A SCA

g Electric WNA CscexG.





Communication Type | Aug | Sept | Oct | Nov | Dec | Jan | Feb| Mar | Total
ErplanationofeWNA | 116 | 47 | 12| 10 | 8 | 20 | 11| 31 | 255
Request to Opt Out A 04 10 1 |0 0 [0 7 | 3
CalculationofeWNA | 9 | 0O | O | 1 (1| T [2]3 |1
General Complaint B 6 6] 420 1 [0] 5 |8
Monthly Total 187 | 57 (18] 16 | 11| 22 |13 46 | 370

About 630,000 customers are subject to
eWNA each month.

23






eWNA Communicati

Some Specific Complaints
 Want to opt out
 Only want to pay for what | use
* No Incentive to conserve
 Worried about paying credits back
 Just don’t like it
e [t's something else to worry about

BUT

« Many were iIn favor of eWNA especially
after the explanation

"4 3%  Electric WNA sese
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Questions?

s
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