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APS DSM Portfolio Plan 2005-2007

IV. Budget

Consistent with Decision No. 67744 (Attachment A, paragraph 40), APS is obligated to
spend $48 million dollars on energy-efficiency DSM programs from 2005-2007. The
proposed division of funds between residential and non-residential customers is
commensurate with the relative contribution to the DSM funds from these customer classes
and is also consistent with the preliminary list of programs and funding allocation shown in"
the “Preliminary Energy-Efficiency DSM Plan” (Decision No. 67744 Attachment A,
Appendix B). Exhibit 2 on pages 10 and 11 shows the list of programs from the
Preliminary Energy Efficiency DSM Plan and makes a comparison to the APS Portfolio
Plan, including a description of minor modifications that were made during the program
development process in conjunction with the DSM collaborative group.

The proposed budget maximizes the amount of program funds that go directly to customers
through rebates and incentives, training and technical assistance, and consumer education.
This plan also takes into account the realities of DSM program start-up costs and funds
needed to adequately plan, develop and deliver and evaluate quality programs. It typically
takes two years or more to ramp up programs and achieve significant customer
participation levels and program savings. This Portfolio Plan recognizes program ramp-up
costs over the 2005-2007 program planning period.

Although APS has provided the best estimates possible as to the amount allocated within
an individual program budget to individual program elements such as rebates and
incentives, training and technical assistance, customer education, program implementation,
program marketing, and program planning and administration, APS anticipates that
flexibility in managing the DSM programs and allocating funds will be needed to
maximize program effectiveness. Incentive levels and the other program elements
identified above will be reviewed and APS will modify them as needed during the first year
from the approval date of this program, and periodically thereafter. Such modifications
will be reported in the mid-year and year-end reports submitted to Staff.

The following guidelines will govern flexibility for program budget allocation categories,
(i.e. Planning and Administration, Program Marketing, Program Implementation, Rebates
and Incentives, Training and Technical Assistance and Consumer Education):

« Within a program, up to 25% of funding may be shifted from any spending
category to another category within the same program.

o For the program period 2005-2007, APS will make reasonable efforts to limit to
amounts expended for program planning and administration to 10% of the total
funding for each program.

o For the program period 2005-2007, APS will use at least 45% of total program
funding averaged for all programs directly to customer rebates and incentives.

« For any budget changes that would result in a change to the program’s benefit/cost
ratio (as defined by the Societal Cost Test), APS will provide written notice to

11/12/2005 9




APS DSM Portfolio Plan 2005-2007

Commission Staff. In no cases shall a budget change cause the benefit/cost ratio to
be less than 1.0 (except for the Low Income Weatherization program).

All budget shifts will be reported in the semi-annual DSM reports submitted to
Commission Staff.

Budget allocations should be evaluated at the end of the 2005-2007 planning
period. Prior to this time, program start up costs and the expected time it takes
customers to become active in DSM programs will likely produce inconsistencies in
the budget allocations within the DSM programs.

The Preliminary Energy Efficiency DSM Plan and the Portfolio Plan budget
projects an annual budget of $6.2 million for Residential DSM Programs and $6.9
million for Non-Residential DSM Programs. These figures represent average year
budget estimates over the three year program. Each year will be adjusted to allow
for schedule impacts. For instance, because 2005 is only a partial year of
implementation, Year 2005 unspent budget dollars will be shifted to years 2006 and
2007 to comply with the Company’s overall spending requirement of $48 million
by the end of 2007.

The following guidelines will govern program incentive level flexibility:
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As a general guideline, incentive levels will be set at or below 50% of a customer’s
incremental cost. If APS believes that an incentive level of greater than 50% is
necessary to gain market penetration, APS will submit to Commission Staff a
justification supporting such additional incentives. Additional incentives may be
justified based on reasonable reimbursement to participating customers to motivate
behavior, special promotional periods necessary to stimulate program interest, or
the need for special incentive levels to achieve market transformation. Such
justification will be provided to Commission Staff at the time that the DSM
measure is submitted for approval, or will be provided in writing prior to changing
the incentive level within an existing Commission-approved program.

APS may adjust incentive levels as needed, without prior approval from the
Commission, for all measures so long as the incentive level stays below 50% of
incremental cost.

To the extent that the Federal Energy Policy Act of 2005 or other energy standards
change during the implementation of a DSM program and require changes in
baseline efficiency levels and customer incremental costs, APS may adjust such
incentive levels accordingly. All such changes will be reported in the Company’s
semi-annual DSM reports.




APS Residential New Construction Program

Program Cost Effectiveness

$6,189,000 $.0143 $22,202,935 $7,888,000 2.81

In addition to the savings shown above, it is estimated that the program will produce these additional
benefits:

Water Savings | 100,704,465 gallons
Sox | 1858 Ibs.
Nox | 74,340 Ibs.
CO2 | 396,334,736 Ibs.
PM10 | 10,243 ibs.

Program Budget Flexibility

Between Elements of Individual Programs

Although APS has provided the best estimates possible as to the amount allocated within an individual
program budget to individual program budget allocation categories such as rebates and incentives, training
and technical assistance, customer education, program implementation, program marketing, and program
planning and administration, APS anticipates that flexibility in managing the DSM programs and allocating
funds will be needed to maximize program effectiveness.

The following guidelines will govern program budget flexibility within each program:

»  Within a program, up to 25% of funding may be shifted from any spending category to another
category within the same program.

» For the program period 2005-2007, APS will make reasonable efforts to limit to amounts expended
for program planning and administration to 10% of the total funding for each program.

e For the program period 2005-2007, APS will use at least 45% of total program funding averaged for
all programs directly to customer rebates and incentives.

« For any budget changes that would result in a change to the program’s benefit/cost ratio (as
defined by the Societal Cost Test), APS will provide written notice to the Commission Staff. In no
cases shall a budget change cause the benefit/cost ratio to be less than 1.0 (except for the Low
Income Weatherization program).

+ All budget shifts will be reported in the semi-annual DSM reports submitted to the Commission
Staff.

| ¢ Budget allocations should be evaluated at the end of the 2005-2007 planning period. Prior to this

| time, program start up costs and the expected time it takes customers to become active in DSM
programs will likely produce inconsistencies in the budget allocations within the DSM programs.

e The Preliminary Energy Efficiency DSM Plan and the Portfolio Plan budget projects an annual
budget of $6.2 million for Residential DSM Programs and $6.9 million for Non-Residential DSM
Programs. These figures represent average year budget estimates over the three year program.
Each year will be adjusted to allow for schedule impacts. For instance, because 2005 is only a
partial year of implementation, Year 2005 unspent budget dollars will be shifted to years 2006 and
2007 to comply with the Company’s overall spending requirement of $48 million by the end of 2007.

Between Budget Allocation Categories within an individual Programs
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APS Residential New Construction Program

Within a segment of customers (such as residential or non-residential), APS expects that some programs
may perform better than others. To utilize DSM funds in the most effective manner and to avoid under-
spending, it may be beneficial to shift funds between programs within a segment.

The following guidelines will govern budget flexibility between programs:

Budget shifting may occur only within a segment of customers, not across segments. No budget
dollars may be shifted between Residential and Non-Residential programs.
No more than 25% of a program budget may be shifted in any given year. Any budget shifts will
be reported in semi-annual reports submitted to the Commission Staff.
Budget shifting will not be permitted to reduce funding for special customer groups that have been
addressed in the Portfolio Plan:

o No budget dollars will be shifted away from the Low Income Program budget, including

special funding devoted to Native American tribes.
o No budget dollars will be shifted away from the Schools Program budget.

Program Incentive Levels

Incentive levels and the other program elements identified above will be reviewed and APS will modify them
as needed during the first year from the approval date of this program, and periodically thereafter. Such
modifications will be reported in the mid-year and year-end reports submitted to Staff.

The following guidelines will govern program incentive level flexibility:
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Program incentive levels shall never exceed 100% of a customer’s incremental cost for selecting
an energy efficient measure, as compared to standard efficiency.

As a general guideline, incentive levels will be set at or below 50% of a customer’s incremental
cost. If APS believes that an incentive level of greater than 50% is necessary to gain market
penetration, APS will submit to Commission Staff a justification supporting such additional
incentives. Additional incentives may be justified based on reasonable reimbursement to
participating customers to motivate behavior, special promotional periods necessary to stimulate
program interest, or the need for special incentive levels to achieve market transformation. Such
justification will be provided to Commission Staff at the time that the DSM measure is submitted for
approval, or will be provided in writing prior to changing the incentive level within an existing
Commission-approved program.

APS may adjust incentive levels as needed, without prior approval from the Commission Staff, for
all measures so long as the incentive level stays below 50% of incremental cost.

To the extent that the Federal Energy Policy Act of 2005 or other energy standards change during
the implementation of a DSM program and require changes in baseline efficiency levels and
customer incremental costs, APS may adjust such incentive levels accordingly. All such changes
will be reported in the Company’s semi-annual DSM reports.




Residential Existing Homes HVAC Efficiency Program

Program Costs

e Program budgets for program years 2005, 20086, and 2007 including planning and administration,
program marketing, program implementation, rebates and incentives, training and technical assistance,
and consumer education:
e 2005: $868,000
e 2006: $1,138,498
e 2007:$1,579,238

e See Appendix 2 for more information about program costs.

Estimated Energy Savings
o The following table shows estimated energy savings from each program measure. See Appendix 3 for
more information.

2005 ‘ 1128 ] ' 47,433,600

2006 1500 62,243,700
2007 538 23,800,800
Program Total 2005-2007 3166 133,478,100

* Lifetime kWh savings refers to total energy savings over the expected life of the DSM measure installed in
the year indicated.

Program Cost Effectiveness

$3,585,736 $.027 $7,964,958 $5,824,218 1.37

In addition to the savings shown above, it is estimated that the program will provide these additional
benefits:

Water Savings | 31,100,397 gallons

SOx | 574 Ibs.

NOx | 22,958 lbs.

CO2 | 122,399,418 Ibs.

PM10 | 3163 ibs.

Program Budget Flexibility

Between Elements of Individual Programs

Although APS has provided the best estimates possible as to the amount allocated within an individual
program budget to individual program budget allocation categories such as rebates and incentives, training
and technical assistance, customer education, program implementation, program marketing, and program
planning and administration, APS anticipates that flexibility in managing the DSM programs and allocating
funds will be needed to maximize program effectiveness.

The following guidelines will govern program budget flexibility within each program:

e Within a program, up to 25% of funding may be shifted from any spending category to another
category within the same program.
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Residential Existing Homes HVAC Efficiency Program —]

e  For the program period 2005-2007, APS will make reasonable efforts to limit to amounts expended
for program planning and administration to 10% of the total funding for each program.

e  For the program period 2005-2007, APS will use at least 45% of total program funding averaged for
all programs directly to customer rebates and incentives.

¢  For any budget changes that would result in a change to the program’s benefit/cost ratio (as
defined by the Societal Cost Test), APS will provide written notice to the Commission. In no cases
shall a budget change cause the benefit/cost ratio to be less than 1.0 (except for the Low Income
Weatherization program).

e All budget shifts wil! be reported in the semi-annual DSM reports submitted to the Commission.

e Budget allocations should be evaluated at the end of the 2005-2007 planning period. Prior to this
time, program start up costs and the expected time it takes customers to become active in DSM
programs will likely produce inconsistencies in the budget allocations within the DSM programs.

e The Preliminary Energy Efficiency DSM Plan and the Portfolio Plan budget projects an annual
budget of $6.2 million for Residential DSM Programs and $6.9 million for Non-Residential DSM
Programs. These figures represent average year budget estimates over the three year program.
Each year will be adjusted to allow for schedule impacts. For instance, because 2005 is only a
partial year of implementation, Year 2005 unspent budget dollars will be shifted to years 2006 and
2007 to comply with the Company’s overall spending requirement of $48 million by the end of 2007.

Between Budget Allocation Categories within an Individual Programs

Within a segment of customers (such as residential or non-residential), APS expects that some programs
may perform better than others. To utilize DSM funds in the most effective manner and to avoid under-
spending, it may be beneficial to shift funds between programs within a segment.

The following guidelines will govern budget flexibility between programs:

e Budget shifting may occur only within a segment of customers, not across segments. No budget
dollars may be shifted between Residential and Non-Residential programs.
e No more than 25% of a program budget may be shifted in any given year. Any budget shifts will
be reported in semi-annual reports submitted to the Commission Staff.
e Budget shifting will not be permitted to reduce funding for special customer groups that have been
addressed in the Portfolio Plan:
o No budget doliars will be shifted away from the Low income Program budget, including
special funding devoted to Native American tribes.
o No budget dollars will be shifted away from the Schools Program budget.

Program Incentive Levels

incentive levels and the other program elements identified above will be reviewed and APS will modify them
as needed during the first year from the approval date of this program, and periodically thereafter. Such
modifications will be reported in the mid-year and year-end reports submitted to Staff.

The following guidelines willi govern program incentive level fiexibility:

« Program incentive levels shall never exceed 100% of a customer’s incremental cost for selecting
an energy efficient measure, as compared to standard efficiency.

¢ As a general guideline, incentive levels will be set at or below 50% of a customer’s incremental
cost. If APS believes that an incentive level of greater than 50% is necessary to gain market
penetration, APS will submit to Commission Staff a justification supporting such additional
incentives. Additional incentives may be justified based on reasonable reimbursement to
participating customers to motivate behavior, special promotional periods necessary to stimulate
program interest, or the need for special incentive levels to achieve market transformation. Such
justification will be provided to Commission Staff at the time that the DSM measure is submitted for
approval, or will be provided in writing prior to changing the incentive level within an existing
Commission-approved program.

+ APS may adjust incentive levels as needed, without prior approval from the Commission, for all
measures so long as the incentive level stays below 50% of incremental cost.

s To the extent that the Federal Energy Policy Act of 2005 or other energy standards change during
the implementation of a DSM program and require changes in baseline efficiency levels and
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customer incremental costs, APS may adjust such incentive levels accordingly. All such changes
will be reported in the Company’s semi-annual DSM reports.
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Program Cost Effectiveness

$5,525,000

$23,121,222

$8,977,672

In addition to the savings shown above, it is estimated that the program will produce these additional

benefits: :
Natural Gas Savings* | 597,888 therms
Water Savings** | 769,301,717 gallons
SOx | 2146 Ibs.

NOx | 85,854 Ibs.
CO2 | 457,719,633 Ibs.
PM10 | 11,830 Ibs.

* Natural gas savings result from hot water saved in homes with gas water heaters. Natural gas savings are
provided consistent with the Cost Effectiveness section in staff's first draft of proposed DSM rules (Docket#
RE-00000C-05-0230).

** Total water savings including both utility and customer water savings.

Program Budget Flexibility

Between Elements of Individual Programs

Although APS has provided the best estimates possible as to the amount allocated within an individual
program budget to individual program budget allocation categories such as rebates and incentives, training
and technical assistance, customer education, program implementation, program marketing, and program
planning and administration, APS anticipates that flexibility in managing the DSM programs and allocating
funds will be needed to maximize program effectiveness.

The following guidelines will govern program budget flexibility within each program:

e  Within a program, up to 25% of funding may be shifted from any spending category to another
category within the same program.

e  Forthe program period 2005-2007, APS will make reasonable efforts to limit to amounts expended
for program planning and administration to 10% of the total funding for each program.

e  For the program period 2005-2007, APS will use at least 45% of total program funding averaged for
all programs directly to customer rebates and incentives.

e For any budget changes that would result in a change to the program’s benefit/cost ratio (as
defined by the Societal Cost Test), APS will provide written notice to the Commission Staff. In no
cases shall a budget change cause the benefit/cost ratio to be less than 1.0 (except for the Low
Income Weatherization program).

¢ All budget shifts will be reported in the semi-annual DSM reports submitted to the Commission
Staff.

¢ Budget allocations should be evaluated at the end of the 2005-2007 planning period. Prior to this
time, program start up costs and the expected time it takes customers to become active in DSM
programs will likely produce inconsistencies in the budget allocations within the DSM programs.

s  The Preliminary Energy Efficiency DSM Plan and the Portfolio Plan budget projects an annual
budget of $6.2 million for Residential DSM Programs and $6.9 million for Non-Residentiai DSM
Programs. These figures represent average year budget estimates over the three year program.
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Each year will be adjusted to allow for schedule impacts. For instance, because 2005 is only a
partial year of implementation, Year 2005 unspent budget dollars will be shifted to years 2006 and
2007 to comply with the Company’s overall spending requirement of $48 million by the end of 2007.

Between Budget Allocation Categories within an Individual Program

Within a segment of customers (such as residential or non-residential), APS expects that some programs
may perform better than others. To utilize DSM funds in the most effective manner and to avoid under-
spending, it may be beneficial to shift funds between programs within a segment.

The following guidelines will govern budget flexibility between programs:

e Budget shifting may occur only within a segment of customers, not across segments. No budget
dollars may be shifted between Residential and Non-Residential programs.
¢ No more than 25% of a program budget may be shifted in any given year. Any budget shifts will
be reported in semi-annual reports submitted to the Commission Staff.
¢ Budget shifting will not be permitted to reduce funding for special customer groups that have been
addressed in the Portfolio Plan:
o No budget dollars will be shifted away from the Low Income Program budget, including
special funding devoted to Native American tribes.
o No budget dollars will be shifted away from the Schools Program budget.

Program Incentive Levels

Incentive levels and the other program elements identified above will be reviewed and APS will modify them
as needed during the first year from the approval date of this program, and periodically thereafter. Such
modifications will be reported in the mid-year and year-end reports submitted to Staff.

The following guidelines will govern program incentive level flexibility:

e  Program incentive levels shall never exceed 100% of a customer’s incremental cost for selecting
an energy efficient measure, as compared to standard efficiency.

» As a general guideline, incentive levels will be set at or below 50% of a customer’s incremental
cost. If APS believes that an incentive level of greater than 50% is necessary to gain market
penetration, APS will submit to Commission Staff a justification supporting such additional
incentives. Additional incentives may be justified based on reasonable reimbursement to
participating customers to motivate behavior, special promotional periods necessary to stimulate
program interest, or the need for special incentive levels to achieve market transformation. Such
justification will be provided to Commission Staff at the time that the DSM measure is submitted for
approval, or will be provided in writing prior to changing the incentive level within an existing
Commission-approved program.

o APS may adjust incentive levels as needed, without prior approval from the Commission Staff, for
all measures so long as the incentive level stays below 50% of incremental cost.

e To the extent that the Federal Energy Policy Act of 2005 or other energy standards change during
the implementation of a DSM program and require changes in baseline efficiency levels and
customer incremental costs, APS may adjust such incentive levels accordingly. All such changes
will be reported in the Company’s semi-annual DSM reports.
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Third party manager will coordinate the record keeping, invoicing and reporting through out the year. They review all
invoices to assure compliance with program guidelines. They serve as a point of contact and a conduit for providing
information to APS. They create and submit toc APS the reports required by the ACC.

Training and technical support supplements the monitoring and evaluation conducted by the Energy Office.

Marketing and promotion is for brochures and signage for the CAAs and Tribal Governments.

APS administration is for the additional resources required to manage the expanded program with the additional
constituencies. The weatherization and bill assistance program has been funded at $500,000 since 1996. At times it
has been a challenge to spend that budget. - The new program requires APS to spend a minimum of $1,000,000 each
year. To facilitate that, APS has expanded coverage to include compact fluorescent lamps and refrigerators.

Renters are now covered. Previously it was limited to owner occupied homes. The cap on expenditures per home
has been raised from $1,500 to $6,000. Tribal governments are specifically included for the first time and they need
training to develop technical and business skills. Tribal governments will likely not report through the third party
manager that will oversee the CAAs, and that will require additional effort by APS.

All of these changes will require more management by APS if we are to reach the spending goal. It will be nearly a
full time job for an Account Executive for the first year, and a significant portion of that person’s time for several years.

Funds will be distributed to the CAA and Tribal Governments based largely on estimates of the number of APS low
income customers in their service areas'. Future distributions will be reviewed and adjusted annually.

Estimated Energy Savings

The most thoroughly documented cost effectiveness study of Arizona homes is from the Energy Office report titled
“Present Value Analysis SWG Low-Income Weatherization Program July 1, 1899 to June 31, 2000". The data in the
following tables is extracted from that report. Refer to Appendix B for details of the Energy Office study. Refer to
Appendix C for supporting documentation for the values in the savings and cost effectiveness tables below.

Savings per Home | Equivalent Homes Served per Year " Total Savings
“Annual ' Lifetime mWh
kWh kW 2005 2006 2007 @ kw®
Weatherization 1,998 0.30 562 562 562 50,503 505

(1) An equivalent home is one that receives $1,255 in APS weatherization funding. The $1,255 is the average amount of
weatherization dollars spend on the study homes. APS has historically funded only 47% of the weatherization cost for a typical
home. Atthat rate, the number of homes weatherized using APS funds leveraged with other funds would be 1,196 in each of the 3
years. Since the cap per home is increased, APS will be contributing a larger share and the number of homes weatherized with
APS funds will be between the 562 that could be served if APS funded 100%, and the 1,196 that could be served if APS funded.
47%. An estimate of homes that will be weatherized with leveraged APS funds under the proposed program is the average of the
two, or 879 per year.

(2) Lifetime mWh is the electric energy saved from all weatherization measures implemented in 2005-2007 over the 15 year life of
the measures.

(3) KW savings is 0.30 kW/home x 562 per year x 3 years = the demand reduction from weatherizing 562 homes in each of the three
years.

Weatherization Program Cost Effectiveness

Refer to the companion Excel workbook “Weatherization Appendix 2 for details.

Societal Societal Net Societal
BCR Activity Benefit/Cost Benefit'" Benefits Societal Costs
Weatherization 0.72 ($698,323) $1,807,460 $2,505,782
5
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(1) The Societal net benefit does not include the monetary value of the environmental externalities that are saved.
The externalities are shown in the table below, along with the physical quantities of the emissions emitted and
resources consumed. These have a monetary value that is not quantified.

Externalities — emissions reductions based on 50,503 mWh saved

SOx — 217 pounds

NOx - 8,687 pounds

CO2 — 46,311,516 pounds

PM10 - 1,197 pounds

Water — 11,767,266 gallons

Program Budget Flexibility

Between Elements of Individual Programs

Although APS has provided the best estimates possibie as to the amount allocated within an individual program
budget to individual program budget allocation categories such as rebates and incentives, training and technical
assistance, customer education, program implementation, program marketing, and program planning and
administration, APS anticipates that flexibility in managing the DSM programs and allocating funds will be needed to
maximize program effectiveness.

The following guidelines will govern program budget flexibility within each program:

o  Within a program, up to 25% of funding may be shifted from any spending category to another category
within the same program.

e For the program period 2005-2007, APS will make reasonable efforts to limit to amounts expended for
program planning and administration to 10% of the total funding for each program.

* For the program period 2005-2007, APS will use at least 45% of total program funding averaged for all
programs directly to customer rebates and incentives.

¢ For any budget changes that would result in a change to the program’s benefit/cost ratio (as defined by the
Societal Cost Test), APS will provide written notice to the Commission Staff. In no cases shall a budget
change cause the benefit/cost ratio to be less than 1.0 (except for the Low Income Weatherization program).

o All budget shifts will be reported in the semi-annual DSM reports submitted to the Commission Staff.

¢ Budget allocations should be evaluated at the end of the 2005-2007 planning period. Prior to this time,
program start up costs and the expected time it takes customers to become active in DSM programs will
likely produce inconsistencies in the budget allocations within the DSM programs.

o The Preliminary Energy Efficiency DSM Plan and the Portfolio Plan budget projects an annual budget of
$6.2 million for Residential DSM Programs and $6.9 million for Non-Residential DSM Programs. These
figures represent average year budget estimates over the three year program. Each year will be adjusted to
allow for schedule impacts. For instance, because 2005 is only a partial year of implementation, Year 2005
unspent budget dollars will be shifted to years 2006 and 2007 to comply with the Company’s overall
spending requirement of $48 million by the end of 2007.

Between Budget Allocation Categories within an Individual Program

Within a segment of customers (such as residential or non-residential), APS expects that some programs may
perform better than others. To utilize DSM funds in the most effective manner and to avoid under-spending, it may
be beneficial to shift funds between programs within a segment.

The following guidelines will govern budget flexibility between programs:

» Budget shifting may occur only within a segment of customers, not across segments. No budget dotlars
may be shifted between Residential and Non-Residential programs.

o No more than 25% of a program budget may be shifted in any given year. Any budget shifts will be
reported in semi-annual reports submitted to the Commission Staff.

¢  Budget shifting will not be permitted to reduce funding for special customer groups that have been
addressed in the Portfolio Plan:
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o No budget dollars will be shifted away from the Low Income Program budget, including special
funding devoted to Native American tribes.
o No budget dollars will be shifted away from the Schools Program budget.

Program Incentive Levels

Incentive levels and the other program elements identified above will be reviewed and APS will modify them as
needed during the first year from the approval date of this program, and periodically thereafter. Such modifications
will be reported in the mid-year and year-end reports submitted to Staff.

The following guidelines will govern program incentive level flexibility:

Program incentive levels shall never exceed 100% of a customer’s incremental cost for selecting an energy
efficient measure, as compared to standard efficiency.

As a general guideline, incentive levels will be set at or below 50% of a customer’s incremental cost. If APS
believes that an incentive level of greater than 50% is necessary to gain market penetration, APS will submit
to Commission Staff a justification supporting such additional incentives. Additional incentives may be
justified based on reasonable reimbursement to participating customers to motivate behavior, special
promotional periods necessary to stimulate program interest, or the need for special incentive levels to
achieve market transformation. Such justification will be provided to Commission Staff at the time that the
DSM measure is submitted for approval, or will be provided in writing prior to changing the incentive level
within an existing Commission-approved program.

APS may adjust incentive levels as needed, without prior approval from the Commission Staff, for all
measures so long as the incentive level stays below 50% of incremental cost.

To the extent that the Federal Energy Policy Act of 2005 or other energy standards change during the
implementation of a DSM program and require changes in baseline efficiency levels and customer
incremental costs, APS may adjust such incentive levels accordingly. All such changes will be reported in
the Company’s semi-annual DSM reports.
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[ ‘ APS Schools Program

Program Cost Effectiveness

See Appendix 4 for details.

$1,680,000 $0.010 $4,535,799 $3,744,174 1.21

The Societal benefits do not include the monetary value of the environmental externalities that are saved. The
externalities are shown in the table below, along with the physical quantities of the emissions reduced and
resources conserved. These are savings that will be realized over the life of the measures. The monetary value
is not quantified. See Appendix 5 for details.

Pounds
27,876 | Pounds
148,617,273 | Pounds
3,841 | Pounds
36,394 367 | Gallons

Program Budget Flexibility

Between Elements of Individual Programs

Although APS has provided the best estimates possible as to the amount allocated within an individual program
budget to individual program budget allocation categories such as rebates and incentives, training and technical
assistance, customer education, program implementation, program marketing, and program planning and
administration, APS anticipates that flexibility in managing the DSM programs and allocating funds will be needed to
maximize program effectiveness.

The following guidelines will govern program budget flexibility within each program:

«  Within a program, up to 25% of funding may be shifted from any spending category to another category
within the same program.

o For the program period 2005-2007, APS will make reasonable efforts to limit to amounts expended for
program planning and administration to 10% of the total funding for each program.

e For the program period 2005-2007, APS will use at least 45% of total program funding averaged for all
programs directly to customer rebates and incentives.

+ For any budget changes that would result in a change to the program’s benefit/cost ratio (as defined by the
Societal Cost Test), APS will provide written notice to the Commission Staff. In no cases shall a budget
change cause the benefit/cost ratio to be less than 1.0 (except for the Low Income Weatherization program).

¢ All budget shifts will be reported in the semi-annual DSM reports submitted to the Commission Staff.

» Budget allocations should be evaluated at the end of the 2005-2007 planning period. Prior to this time,
program start up costs and the expected time it takes customers to become active in DSM programs will
likely produce inconsistencies in the budget allocations within the DSM programs.

e The Preliminary Energy Efficiency DSM Plan and the Portfolio Plan budget projects an annual budget of
$6.2 million for Residential DSM Programs and $6.9 million for Non-Residential DSM Programs. These
figures represent average year budget estimates over the three year program. Each year will be adjusted to
allow for schedule impacts. For instance, because 2005 is only a partial year of implementation, Year 2005
unspent budget dollars will be shifted to years 2006 and 2007 to comply with the Company’s overall
spending requirement of $48 million by the end of 2007.

Between Budget Allocation Categories within an Individual Program

5
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Within a segment of customers (such as residential or non-residential), APS expects that some programs may
perform better than others. To utilize DSM funds in the most effective manner and to avoid under-spending, it may
be beneficial to shift funds between programs within a segment.

The following guidelines will govern budget flexibility between programs:

e  Budget shifting may occur only within a segment of customers, not across segments. No budget dollars
may be shifted between Residential and Non-Residential programs.
¢ No more than 25% of a program budget may be shifted in any given year. Any budget shifts will be
reported in semi-annual reports submitted to the Commission Staff.
¢  Budget shifting will not be permitted to reduce funding for special customer groups that have been
addressed in the Portfolio Plan:
o No budget dollars will be shifted away from the Low Income Program budget, including special
funding devoted to Native American tribes.
o No budget dollars will be shifted away from the Schools Program budget.

Program Incentive Levels

Incentive ievels and the other program elements identified above will be reviewed and APS will modify them as
needed during the first year from the approval date of this program, and periodically thereafter. Such modifications
will be reported in the mid-year and year-end reports submitted to Staff.

The following guidelines will govern program incentive level flexibility:

e Program incentive levels shall never exceed 100% of a customer’s incremental cost for selecting an energy
efficient measure, as compared to standard efficiency.

¢ As a general guideline, incentive levels will be set at or below 50% of a customer’s incremental cost. If APS
believes that an incentive level of greater than 50% is necessary to gain market penetration, APS will submit
to Commission Staff a justification supporting such additional incentives. Additional incentives may be
justified based on reasonable reimbursement to participating customers to motivate behavior, special
promotional periods necessary to stimulate program interest, or the need for special incentive levels to
achieve market transformation. Such justification will be provided to Commission Staff at the time that the
DSM measure is submitted for approval, or will be provided in writing prior to changing the incentive level
within an existing Commission-approved program.

s APS may adjust incentive levels as needed, without prior approval from the Commission Staff, for all
measures so long as the incentive ievel stays below 50% of incremental cost.

s To the extent that the Federal Energy Policy Act of 2005 or other energy standards change during the
implementation of a DSM program and require changes in baseline efficiency levels and customer
incremental costs, APS may adjust such incentive levels accordingly. All such changes will be reported in
the Company’s semi-annual DSM reports.

6
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L Non-Residential DSM Program for Existing Facilities j

Program Budget Flexibility

Between Elements of Individual Programs

Although APS has provided the best estimates possible as to the amount allocated within an individual program
budget to individual program budget allocation categories such as rebates and incentives, training and technical
assistance, customer education, program implementation, program marketing, and program planning and
administration, APS anticipates that fiexibility in managing the DSM programs and aliocating funds will be needed to
maximize program effectiveness.

The following guidelines will govern program budget flexibility within each program:

e  Within a program, up to 25% of funding may be shifted from any spending category to another category
within the same program.

e  For the program period 2005-2007, APS will make reasonable efforts to limit to amounts expended for
program planning and administration to 10% of the total funding for each program.

e  For the program period 2005-2007, APS will use at least 45% of total program funding averaged for all
programs directly to customer rebates and incentives.

« For any budget changes that would result in a change to the program’s benefit/cost ratio (as defined by the
Societal Cost Test), APS will provide written notice to the Commission Staff. In no cases shall a budget
change cause the benefit/cost ratio to be less than 1.0 (except for the Low Income Weatherization program).
All budget shifts will be reported in the semi-annual DSM reports submitted to the Commission Staff.

Budget allocations should be evaluated at the end of the 2005-2007 planning period. Prior to this time,
program start up costs and the expected time it takes customers to become active in DSM programs will
likely produce inconsistencies in the budget allocations within the DSM programs.

e The Preliminary Energy Efficiency DSM Plan and the Portfolio Plan budget projects an annual budget of
$6.2 million for Residential DSM Programs and $6.9 million for Non-Residential DSM Programs. These
figures represent average year budget estimates over the three year program. Each year will be adjusted to
allow for schedule impacts. For instance, because 2005 is only a partial year of implementation, Year 2005
unspent budget doliars will be shifted to years 2006 and 2007 to comply with the Company’s overall
spending requirement of $48 million by the end of 2007.

Between Budget Allocation Categories within an Individual Program

Within a segment of customers (such as residential or non-residential), APS expects that some programs may
perform better than others. To utilize DSM funds in the most effective manner and to avoid under-spending, it may
be beneficial to shift funds between programs within a segment.

The following guidelines will govern budget flexibility between programs:

» Budget shifting may occur only within a segment of customers, not across segments. No budget dollars
may be shifted between Residential and Non-Residential programs.
« No more than 25% of a program budget may be shifted in any given year.. Any budget shifts will be
reported in semi-annual reports submitted to the Commission Staff.
e  Budget shifting will not be permitted to reduce funding for special customer groups that have been
addressed in the Portfolio Plan:
o No budget dollars will be shifted away from the Low Income Program budget, including special
funding devoted to Native American tribes.
o No budget dollars will be shifted away from the Schools Program budget.

Program Incentive Levels

Incentive levels and the other program elements identified above will be reviewed and APS will modify them as
needed during the first year from the approval date of this program, and periodically thereafter. Such modifications
will be reported in the mid-year and year-end reports submitted o Staff.

The following guidelines will govern program incentive level flexibility:

e  Program incentive levels shall never exceed 100% of a customer’s incremental cost for selecting an energy
efficient measure, as compared to standard efficiency. ~
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Non-Residential DSM Program for Existing Facilities |

e As a general guideline, incentive levels will be set at or below 50% of a customer’s incremental cost. If APS
believes that an incentive level of greater than 50% is necessary to gain market penetration, APS will submit
to Commission Staff a justification supporting such additional incentives. Additional incentives may be
justified based on reasonable reimbursement to participating customers to motivate behavior, special
promotional periods necessary to stimulate program interest, or the need for special incentive levels to
achieve market transformation. Such justification will be provided to Commission Staff at the time that the
DSM measure is submitted for approval, or will be provided in writing prior fo changing the incentive level
within an existing Commission-approved program.

e APS may adjust incentive levels as needed, without prior approval from the Commission Staff, for all
measures so long as the incentive level stays below 50% of incremental cost.

e To the extent that the Federal Energy Policy Act of 2005 or other energy standards change during the
implementation of a DSM program and require changes in baseline efficiency levels and customer
incremental costs, APS may adjust such incentive levels accordingly. All such changes will be reported in
the Company’s semi-annual DSM reports.
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Non-Residential New Construction & Major Renovation Program

Program Cost Effectiveness

The Large New Construction & Major Renovation Non-Residential DSM program is effective with a Societal Cost Test
benefit/cost ratio of 2.54.

$7,360,074 $0.0100 $26,725,755 $10,505,604 2.54

In addition to the savings shown above, it is estimated that the program will produce these environmental
benefits over the life of the measures:

Water Savings* 179,671,678 gal.
SOx 3,161 Ibs.

NOx 126,432 Ibs.

co2 674,060,640 Ibs.

PM10 17,421 Ibs.

* Total water savings including both utility and customer savings.

Program Budget Flexibility

Between Elements of Individual Programs

Although APS has provided the best estimates possible as to the amount allocated within an individual program
budget to individual program budget allocation categories such as rebates and incentives, training and technical
assistance, customer education, program implementation, program marketing, and program planning and
administration, APS anticipates that flexibility in managing the DSM programs and allocating funds will be needed to
maximize program effectiveness.

The following guidelines will govern program budget flexibility within each program:

o  Within a program, up to 25% of funding may be shifted from any spending category to another category
within the same program.

o  For the program period 2005-2007, APS will make reasonable efforts to limit to amounts expended for
program planning and administration to 10% of the total funding for each program.

o For the program period 2005-2007, APS will use at least 45% of total program funding averaged for all
programs directly to customer rebates and incentives.

+ For any budget changes that would result in a change to the program’s benefit/cost ratio (as defined by the
Societal Cost Test), APS will provide written notice to the Commission Staff. In no cases shall a budget
change cause the benefit/cost ratio to be less than 1.0 (except for the Low Income Weatherization program).
All budget shifts will be reported in the semi-annual DSM reports submitted to the Commission Staff.

» Budget allocations should be evaluated at the end of the 2005-2007 planning period. Prior to this time,
program start up costs and the expected time it takes customers to become active in DSM programs will
likely produce inconsistencies in the budget allocations within the DSM programs.

e The Preliminary Energy Efficiency DSM Plan and the Portfolio Plan budget projects an annual budget of
$6.2 million for Residential DSM Programs and $6.9 million for Non-Residential DSM Programs. - These
figures represent average year budget estimates over the three year program. Each year will be adjusted to
allow for schedule impacts. For instance, because 2005 is only a partial year of implementation, Year 2005
unspent budget dollars will be shifted to years 2006 and 2007 to comply with the Company’s overall
spending requirement of $48 million by the end of 2007.

Between Budget Allocation Categories within an Individual Program
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f Non-Residential New Construction & Major Renovation Program J

| Within a segment of customers (such as residential or non-residential), APS expects that some programs may
perform better than others. To utilize DSM funds in the most effective manner and to avoid under-spending, it may
be beneficial to shift funds between programs within a segment.

The following guidelines will govern budget flexibility between programs:

e Budget shifting may occur only within a segment of customers, not across segments. No budget dollars
may be shifted between Residential and Non-Residential programs.

e No more than 25% of a program budget may be shifted in any given year. Any budget shifts will be
} reported in semi-annual reports submitted to the Commission Staff.
| e Budget shifting will not be permitted to reduce funding for special customer groups that have been
‘ addressed in the Portfolio Plan:
‘ o No budget dollars will be shifted away from the Low Income Program budget, including special

funding devoted to Native American tribes.
o No budget dollars will be shifted away from the Schools Program budget.

Program Incentive Levels

Incentive levels and the other program elements identified above will be reviewed and APS will modify them as
needed during the first year from the approval date of this program, and periodically thereafter. Such modifications
will be reported in the mid-year and year-end reports submitted to Staff.

The following guidelines will govern program incentive level flexibility:

e Program incentive levels shall never exceed 100% of a customer’s incremental cost for selecting an energy
efficient measure, as compared to standard efficiency."

s As a general guideline, incentive levels will be set at or below 50% of a customer’s incremental cost. If APS
believes that an incentive level of greater than 50% is necessary to gain market penetration, APS will submit
to Commission Staff a justification supporting such additional incentives. Additional incentives may be
justified based on reasonable reimbursement to participating customers to motivate behavior, special
promotional periods necessary to stimulate program interest, or the need for special incentive levels to
achieve market transformation. Such justification will be provided to Commission Staff at the time that the
DSM measure is submitted for approval, or will be provided in writing prior to changing the incentive level
within an existing Commission-approved program.

s APS may adjust incentive levels as needed, without prior approval from the Commission Staff, for all
measures so long as the incentive level stays below 50% of incremental cost.

o Tothe extent that the Federal Energy Policy Act of 2005 or other energy standards change during the

implementation of a DSM program and require changes in baseline efficiency levels and customer

incremental costs, APS may adjust such incentive levels accordingly. All such changes will be reported in
the Company’s semi-annual DSM reports.
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Small Non-Residential DSM Program

The following Table shows the estimated energy savings for the program:

2005 1,512 129,996,000

2006 2,068 177,772,200
2007 2,701 232,215,000
Program Total 2005-2007 6,281 539,983,200

* Lifetime kWh savings refers to total energy savings over the expected life of the DSM measure.

Program Cost Effectiveness

The Small Non-Residential DSM program is effective with a weighted average Societal Cost Test benefit/cost ratio of
3.08.

$4,359,852 $0.0081 $15,914,298 $5,1569,253

In addition to the savings shown above, it is estimated that the program will produce these environmental benefits
over the life of the measures:

Water Savings* . 132,516,054 gal.
SOx 2,322 Ibs.

NOx 92,877 Ibs.

cO2 495,164,468 Ibs.

PM10 12,798 Ibs.

* Total water savings includes both utility and customer savings.

Program Budget Flexibility

Between Elements of Individual Programs

Although APS has provided the best estimates possible as to the amount aliocated within an individual program
budget to individual program budget allocation categories such as rebates and incentives, training and technical
assistance, customer education, program implementation, program marketing, and program planning and
administration, APS anticipates that flexibility in managing the DSM programs and allocating funds will be needed to
maximize program effectiveness.

The following guidelines will govern program budget flexibility within each program:

e  Within a program, up to 25% of funding may be shifted from any spending category to another category
within the same program.

e  For the program period 2005-2007, APS will make reasonable efforts to limit to amounts expended for
program planning and administration to 10% of the total funding for each program.

e For the program period 2005-2007, APS will use at least 45% of total program funding averaged for all
programs directly to customer rebates and incentives.

e For any budget changes that would result in a change to the program’s benefit/cost ratio (as defined by the
Societal Cost Test), APS will provide written notice to the Commission Staff. In no cases shall a budget
change cause the benefit/cost ratio to be less than 1.0 (except for the Low Income Weatherization program).
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Small Non-Residential DSM Program T

¢ Al budget shifts will be reported in the semi-annual DSM reports submitted to the Commission Staff.

e Budget allocations should be evaluated at the end of the 2005-2007 planning period. Prior to this time,
program start up costs and the expected time it takes customers to become active in DSM programs will
likely produce inconsistencies in the budget allocations within the DSM programs.

e The Preliminary Energy Efficiency DSM Plan and the Portfolio Plan budget projects an annual budget of
$6.2 million for Residential DSM Programs and $6.9 million for Non-Residential DSM Programs. These
figures represent average year budget estimates over the three year program. Each year will be adjusted to
allow for schedule impacts. For instance, because 2005 is only a partial year of implementation, Year 2005
unspent budget doliars will be shifted fo years 2006 and 2007 to comply with the Company’s overall
spending requirement of $48 million by the end of 2007. '

Between Budget Allocation Categories within an Individual Program

Within a segment of customers (such as residential or non-residential), APS expects that some programs may
perform better than others. To utilize DSM funds in the most effective manner and to avoid under-spending, it may
be beneficial to shift funds between programs within a segment. ’

The following guidelines will govern budget flexibility between programs:

e Budget shifting may occur only within a segment of customers, not across segments. No budget dollars
may be shifted between Residential and Non-Residential programs.
e No more than 25% of a program budget may be shifted in any given year. Any budget shifts will be
reported in semi-annual reports submitted to the Commission Staff.
¢  Budget shifting will not be permitted to reduce funding for special customer groups that have been
addressed in the Portfolio Plan:
o No budget dollars will be shifted away from the Low Income Program budget, including special
funding devoted to Native American tribes.
o No budget dollars will be shifted away from the Schools Program budget.

Program Incentive Levels

Incentive levels and the other program elements identified above will be reviewed and APS wifl modify them as
needed during the first year from the approval date of this program, and periodically thereafter. Such modifications
will be reported in the mid-year and year-end reports submitted to Staff.

The following guidelines will govern program incentive level flexibility:

s  Program incentive levels shall never exceed 100% of a customer’s incremental cost for selecting an energy
efficient measure, as compared to standard efficiency.

s As a general guideline, incentive levels will be set at or below 50% of a customer's incremental cost. If APS
believes that an incentive level of greater than 50% is necessary to gain market penetration, APS will submit
to Commission Staff a justification supporting such additional incentives. Additional incentives may be
justified based on reasonable reimbursement to participating customers to motivate behavior, special
promotional periods necessary to stimulate program interest, or the need for special incentive levels to
achieve market transformation. Such justification will be provided to Commission Staff at the time that the
DSM measure is submitted for approval, or will be provided in writing prior to changing the incentive level
within an existing Commission-approved program.

e APS may adjust incentive levels as needed, without prior approval from the Commission Staff, for all
measures so long as the incentive level stays below 50% of incremental cost.

s To the extent that the Federal Energy Policy Act of 2005 or other energy standards change during the
implementation of a DSM program and require changes in baseline efficiency levels and customer
incremental costs, APS may adjust such incentive levels accordingly. All such changes will be reported in
the Company’s semi-annual DSM reports.

11/10/2005 5




yuniad  00°001$ sjonuod bunybijAeq
Josuses ted 0'0$ sbununoyy 1osuss |y
sjoJjuo9 buipybijAeqg @ siosuag AsuednoaoQ
ainxiyydad  0001$ aplleH 1e1ls wn|pog ainssald ybiH nunJed  00°GZ$ _ 1490 1o Ewommccmoc__ 20e4 8|buIg Jo 8ignog
ainpiyted 0001L$ Jodep, Ainousy wnipog ainssaid ybiy (yuaosuiwn]o329|3 10 g31) subis 3x3
ainxiytad  00°SZS yvd uabojeH wn|pos ainssald ybiy
ainxipled  0G'eg Yvd usbojeH pool4 140 dwelted  G/°1$ | JUBOSBPUEIU|| $87IS |Iv|
ainixyysed  00'GY JusdsapuedU| MGG < 14D (1d49) sdwejusssalon|{ }oedwon
ainxy Jed  0g'€$ jusasspuedu| MGS>MOZ <140
ainpxyy 1od  05'2$ JUs0SdpuUBdU| M 9Z > 14D ainxiyted  00°L$ Zlldweig Gl log] dweT|
Bunybi7 Joopino ainxyysed  00°/$ Zlldweg GlLlog] dweqg
anxiyted  00€L$ Zildwety GlJog] dweg
ainxiyted  00°G/$ | opileH [N | Gl dweq ¢ anxyted  00°/$ Zl1 dwe gl dwe ¢
jsejieq o1uoJ3o913 OH 824 SL ~ ~ buidwejeq
dwejtad  000L$ 1se|leq onsubew z| | dwe| j00J-8 dwejsod 00g ¢ )sejieq onoubew z|| dwej 100)-
dwejtad  00°8$ sselleqoneubewi zy | dwe|30o)-i 0330042 dwejted 006G $ jsejieq opeubew zy 1| dwe| 100} 0} J0O)-Z
sa.n)xi4 )sejjeg diuoJ303|3 g1 wnjwald s$ain)xi4 }sejjeg 2ilioi}o99j3 G| 10 g1 piepuels

(¢ 3o 1'Bd) ‘| xipuaddy
weiboid NS [enudpisay-uoN |lews

G002 JaquanoN SdV Aq pajy se 14vya a3SIATY - A3S0d0dd




"SeINsea 9say] JO }SOD [BJUBLLIBIOUI BY) PBBOXS JOABU [iiM Q) dun dsoubeiq pue uoneeisul Ajenty 10f SeAjuasuy ,

aueiquiaw ajbuls pue sbueoo yjoos yog|i4 bs Jad 05°0% VN VN SJO0Y |00D
jels | 1ed 00°05% VN VN sjejsowliay ] o_nNEEEmO._n_
Aioede) 1osfoud [ejo] = Aiobeyen azi1g| uoyad | 00'05g 01 dn VN sSuojl 6zl <
Aoede) 1osfoud jejo) = Aiobsije) az1g| uoyiad | 00°5/$ 01 dn VN wa.meFAv .dn aun] apsoubeiq
Ayoede) josfoid [Blo) = Aiobejen azig| uoyiad [00°0014 01 dN VN SUo] G >
Aoede) josloid [Blo] = Aiobeje) azig| uoysed | 00'gz¢$ 01 dn VN SUoj GZ <
Awoede 1osloud [ejo) = AoBsje) ezig| uoysed [0000L$ 03 dn VN Mww mw ” «uonejjeysuj fijenp
Aioede) 1osloid jej0) = Aiobeje) azi1s| uoylad [0oszig 01 dn VN suoj 01 >
uoy Jad Gz'} Jepun uo/my sed - 00°002$ | uo} Jed 00GL$ UOJ/MAGZ'L | suol 06l <
SI9])1y9 Paj00Y A1y
uoy sad Gz'| Jepun uo/my sed - 00°002$ | U0} Jed 000L% UCI/AMM GZ'L | suol 05l >
uojlad g Bpunuoi/myied  0000Z$ | uoyJed 00°0L$ Uo /AN LY s9zIS IV SI9HIYD Pajoo 19)efA
uojsed 'Ll Jenojuiod ¥ sed  0Q°0c$ | uO}lod 00°'6z$ d33cti suoj gl <
. . . : suol 0} > 6 6 sks yds)
uojJad p°1} Jonouiod y3gied  Qo0gs | uolded 00°06% d3a il (syun abexoed sjbulg pue wajsAg yjds
SuoL g < sjun OV pejooY iy
uojiad 9'|| Jono yutod ¥y331ed  00'0c$ | uoyed 00°0S% EEEENY Suojl G >

S00Z 49qWaAoN uo Sdv Aq paji4 se | 4vyd a3SIAIY - A3S0d0odd

(¥ Jo z 6d) ‘L xipuaddy
welboid NSA 1enuapISay-uoN |jews




$9zIS

A4

00U JH G € 10) plepue)S Aousiolye oy} esn ‘iojow 4H ¥ e 1o} ‘ejdwexs 104
‘(J0j0W pozis 1emoj 8y} 0} dn) Jemodasaioy peeoipul ey} 0} jenbe 0 Uey) SS8] SI0JOW J|& Jof 8Je Spiepue)s Aousioyg

0S'L$ %8'G6 %096 %€ 96 %<C 96 %4°G6 %166 06l <
05'LS %6°56 %6°G6 %866 %196 %S'G6 %8 6 0S1
0S'LS %1°S6 %.'G6 %V G6 %6°G6 %<Z'G6 %L, ¥6 Gcl
05'L$ %1 °G6 %S S6 %G'G6 %6°G6 %8 ¥6 %9 ¥6 00l
0S'1L$ %6 ¥6 %€ G6 %Y G6 %€ G6 %S ¥6 %V ¥6 7
0023 %6 ¥6 %1°G6 %2C'G6 %9°G6 %E 76 %E ¥6 09
052$ %V ¥6 %9 ¥6 %6 ¥6 %6 ¥6 %86°€6 %L'E6 0s
052% %€ ¥6 %S ¥6 %9'¥6 %SG v6 %v €6 %9°€6 (014
0S2% %.'€6 %06 %66 %0 ¥6 %.'26 %€ €6 o€
05'2$ %V €6 %L €6 %86 %0 ¥6 %6°26 %6°C6 G¢
05°Z$ %S 'C6 %6°C6 %E 6 %€ €6 %126 %816 0¢
05'Z$ %G'C6 %L 26 %L, 'C6 %C €6 %816 %0°L6 Si
00'v$ %L 16 %0°C6 %816 %0'Z6 %Z°16 %Y 06 0l
00'9% %V'16 %516 %S'16 %416 %S°06 %.'68 G/
009% %006 %1 06 %< 06 %Y 06 %S 68 %SG 88 g
00.$ %068 %€ 68 %L 68 %868 %9°/8 %198 €
002L$ %1 88 %l L8 %18 %S 28 %198 %4 98 [
00°81% %E"L8 %2 98 % L8 %698 %G8 %¥'G8 Gl
00°0Z% %L°C8 %28 %0°'G8 %4°G8 %9'L.L %9 LL }

X

o

R

(¥ Jo £ "Bd) ‘| xipuaddy
weibold INSA [elUapISay-UON [|_wS

S00Z 18qWIBAON UO SdV Aq pajl se | 4w ad GISIATY - d3S0d0odd




Building Operator Training Program

Program Budget

o The BOT Program budget for program year 2005 is $65,000; $80,000 in 2006; and $95,000 in 2007, which
includes planning & administration, implementation, incentives, consumer education, training & technical
assistance, and marketing. See Appendix 2 for more information about the program budget.

Estimated Energy Savings
The BOT total program cost per lifetime kWh is $0.0033, which equals $240,000 total program costs / 73,703,500
lifetime kWh. See Appendix 3 for more detailed information on savings estimates.

shows the estimated energy savings for the BOT

172 19,961,400

2006 212 24,567,800

2007 251 29,174,300

Program Total 2005-2007 635 73,703,500

* Lifetime kWh savings refers to total energy savings over the expected life of the DSM measure.

Program Cost Effectiveness
The BOT program is effective with a Societal Cost Test benefit/cost ratio of 3.20.

$240,000 $0.0033 $2,762,386 $864,000 3.20

In addition to the savings shown above, it is estimated that the program will produce these environmental
benefits over the life of the measures:

Water Savings 17,172,916 gal.
SOx 317 Ibs.

NOXx 12,877 Ibs.

CcOo2 67,586,110 Ibs.

PM10 1,747 Ibs.

Program Budget Flexibility

Between Elements of Individual Programs

Although APS has provided the best estimates possible as to the amount allocated within an individual program
budget to individual program budget allocation categories such as rebates and incentives, training and technical
assistance, customer education, program implementation, program marketing, and program planning and
administration, APS anticipates that flexibility in managing the DSM programs and allocating funds will be needed to
maximize program effectiveness.

The following guidefines will govern program budget flexibility within each program:
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L Building Operator Training Program

e  Within a program, up to 25% of funding may be shifted from any spending category to ancther category
within the same program.

e For the program period 2005-2007, APS will make reasonable efforts to limit to amounts expended for
program planning and administration to 10% of the total funding for each program.

*  For the program period 2005-2007, APS will use at least 45% of total program funding averaged for all
programs directly to customer rebates and incentives.

+ For any budget changes that would result in a change to the program’s benefit/cost ratio (as defined by the
Societal Cost Test), APS will provide written notice to the Commission Staff. In no cases shall a budget
change cause the benefit/cost ratio to be less than 1.0 (except for the Low Income Weatherization program).

¢  All budget shifts will be reported in the semi-annual DSM reports submitted to the Commission Staff.

e Budget allocations should be evaluated at the end of the 2005-2007 planning period. Prior to this time,
program start up costs and the expected time it takes customers to become active in DSM programs will
likely produce inconsistencies in the budget allocations within the DSM programs.

e The Preliminary Energy Efficiency DSM Plan and the Portfolio Plan budget projects an annual budget of
$6.2 million for Residential DSM Programs and $6.9 million for Non-Residential DSM Programs. These
figures represent average year budget estimates over the three year program. Each year will be adjusted to
allow for schedule impacts. For instance, because 2005 is only a partial year of implementation, Year 2005
unspent budget dollars will be shifted to years 2006 and 2007 to comply with the Company’s overall
spending requirement of $48 million by the end of 2007.

Between Budget Allocation Categories within an Individual Program

Within a segment of customers (such as residential or non-residential), APS expects that some programs may
perform better than others. To utilize DSM funds in the most effective manner and to avoid under-spending, it may
be beneficial to shift funds between programs within a segment.

The following guidelines will govern budget flexibility between programs:

+ Budget shifting may occur only within a segment of customers, not across segments. No budget dollars
may be shifted between Residential and Non-Residential programs.
o No more than 25% of a program budget may be shifted in any given year. Any budget shifts will be
reported in semi-annual reports submitted to the Commission Staff.
» Budget shifting will not be permitted to reduce funding for special customer groups that have been
addressed in the Portfolio Plan:
o No budget dollars will be shifted away from the Low Income Program budget, inciuding special
funding devoted to Native American tribes.
o No budget dollars will be shifted away from the Schools Program budget.:

Program Incentive Levels

Incentive levels and the other program elements identified above will be reviewed and APS will modify them as
needed during the first year from the approval date of this program, and periodically thereafter. Such modifications
will be reported in the mid-year and year-end reports submitted to Staff.

The following guidelines will govern program incentive level flexibility:

¢ Program incentive levels shall never exceed 100% of a customer's incremental cost for selecting an energy
efficient measure, as compared to standard efficiency.

e As a general guideline, incentive levels will be set at or below 50% of a customer’s incremental cost. If APS
believes that an incentive level of greater than 50% is necessary to gain market penetration, APS will submit
to Commission Staff a justification supporting such additional incentives. Additional incentives may be
justified based on reasonable reimbursement to participating customers to motivate behavior, special .
promotional periods necessary to stimulate program interest, or the need for special incentive levels to
achieve market transformation. Such justification will be provided to Commission Staff at the time that the
DSM measure is submitted for approval, or will be provided in writing prior to changing the incentive level
within an existing Commission-approved program.

» APS may adjust incentive levels as needed, without prior approval from the Commission Staff, for all
measures so long as the incentive level stays below 50% of incremental cost.

« To the extent that the Federal Energy Policy Act of 2005 or other energy standards change during the
implementation of a DSM program and require changes in baseline efficiency levels and customer
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incremental costs, APS may adjust such incentive levels accordingly. All such changes will be reported in
the Company’s semi-annual DSM reports.
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Energy Information Services Program

i

The followini Table shows the estimated savinis for the EIS iroiram:

2005 91 10,985,600
2006 113 13,520,700
2007 134 16,055,900
Program Total 2005-2007 338 40,562,200

* Lifetime kWh savings refers to total energy savings over the expected life of the DSM measure.

Program Cost Effectiveness

The EIS program appears to be effective with a Societal Cost Test benefit/cost ratio of 4.27, given the estimated
energy savings as noted above.

$300,000 $0.0074

$1,513,253

$354,000

In addition to the savings shown above, it is estimated that the program will produce these environmental benefits

over the life of the measures:

Water Savings 9,450,984 gal.
SOx 174 Ibs.

NOXx 6,977 Ibs.

C02 37,195,503 Ibs.

PM10 961 Ibs.

Program Budget Flexibility

Between Elements of Individual Programs

Although APS has provided the best estimates possible as to the amount allocated within an individual program
budget to individual program budget allocation categories such as rebates and incentives, training and technical

assistance, customer education, program implementation, program marketing, and program planning and

administration, APS anticipates that flexibility in managing the DSM programs and allocating funds will be needed to

maximize program effectiveness.

The following guidelines will govern program budget flexibility within each program:

e Within a program, up to 25% of funding may be shifted from any spending category to another category

within the same program.

e  For the program period 2005-2007, APS will make reasonable efforts to limit to amounts expended for
program ptanning and administration to 10% of the total funding for each program.
e  For the program period 2005-2007, APS will use at least 45% of total program funding averaged for all

programs directly to customer rebates and incentives.

e For any budget changes that would result in a change to the program’s benefit/cost ratio (as defined by the
Societal Cost Test), APS will provide written notice to the Commission Staff. In no cases shall a budget
change cause the benefit/cost ratio to be less than 1.0 (except for the Low Income Weatherization program).

e All budget shifts will be reported in the semi-annual DSM reports submitted to the Commission Staff.
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Energy Information Services Program ‘

e Budget allocations should be evaluated at the end of the 2005-2007 planning period. Prior to this time,
program start up costs and the expected time it takes customers to become active in DSM programs will
likely produce inconsistencies in the budget allocations within the DSM programs.

e The Preliminary Energy Efficiency DSM Plan and the Portfolio Plan budget projects an annual budget of
$6.2 million for Residential DSM Programs and $6.9 million for Non-Residential DSM Programs. These
figures represent average year budget estimates over the three year program. Each year will be adjusted to
allow for schedule impacts. For instance, because 2005 is only a partial year of implementation, Year 2005
unspent budget dollars will be shifted to years 2006 and 2007 to comply with the Company’s overall
spending requirement of $48 million by the end of 2007. ’

Between Budget Allocation Categories within an Individual Program

Within a segment of customers (such as residential or non-residential), APS expects that some programs may
perform better than others. To utilize DSM funds in the most effective manner and to avoid under-spending, it may
be beneficial to shift funds between programs within a segment.

The following guidelines will govern budget flexibility between programs:

e Budget shifting may occur only within a segment of customers, not across segments. No budget dollars
may be shifted between Residential and Non-Residential programs.
e No more than 25% of a program budget may be shifted in any given year. Any budget shifts will be
reported in semi-annual reports submitted to the Commission Staff.
e Budget shifting will not be permitted to reduce funding for special customer groups that have been
addressed in the Portfolio Plan:
o No budget dollars will be shifted away from the Low Income Program budget, including special
funding devoted to Native American tribes.
o No budget dollars will be shifted away from the Schools Program budget.

Program Incentive Levels

Incentive levels and the other program elements identified above will be reviewed and APS will modify them as
needed during the first year from the approval date of this program, and periodically thereafter. Such modifications
will be reported in the mid-year and year-end reports submitted {o Staff.

The following guidelines will govern program incentive level flexibility:

e Program incentive levels shall never exceed 100% of a customer’s incremental cost for selecting an energy
efficient measure, as compared to standard efficiency.

s As ageneral guideline, incentive levels will be set at or below 50% of a customer’s incremental cost. If APS
believes that an incentive level of greater than 50% is necessary to gain market penetration, APS will submit
to Commission Staff a justification supporting such additional incentives. Additional incentives may be
justified based on reasonable reimbursement to participating customers to motivate behavior, special
promotional periods necessary to stimulate program interest, or the need for special.incentive levels to -
achieve market transformation. Such justification will be provided to Commission Staff at the time that the
DSM measure is submitted for approval, or will be provided in writing prior to changing the incentive level
within an existing Commission-approved program.

e APS may adjust incentive levels as needed, without prior approval from the Commission Staff, for all
measures so long as the incentive level stays below 50% of incremental cost.

o To the extent that the Federal Energy Policy Act of 2005 or other energy standards change during the
implementation of a DSM program and require changes in baseline efficiency levels and customer
incremental costs, APS may adjust such incentive levels accordingly. All such changes will be reported in
the Company’s semi-annual DSM reports.
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