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sidential portion of the 

has recommended that, within 13 

modifications to recommendations made in this proceeding. 

5. Staff finds that the benefits of moving forward with the Non-Residential programs at this 

time with a recommendation for interim approval outweigh the benefits of waiting until more 



savings from the prescriptive measures is subtracted fi-om th 

d the 13-month filing tha 
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New incentive cap, it 
eing recommended by 

under the NR Small program be set at $150,000 per budget year. Staff has also 
recommended that if, in the hture, APS would like to provide for an override of the 
NR Small cap, it should provide 
recommended by Staff. 

0. Staff has recommende 
were paid for studies for which associated projects were not completed through the 
verification process. This information should be provided in APS’ semiannual 
reports and in the 13-mo 

s in the 13-month filin 

ling that Staff is recommendi 

p. Staff has recommended s part of the application proc 
contract, APS require customers to acknowledge that the customer will install all 
applicable prescriptive or custom measures. Staff has also recommended that 
where identified through the verification process, APS recover any incentives fiom 
the customers that were paid for me s that were not installed. 

Staff has recommended the incenti r the NR BOT program be set at $447.50 
for the Facility Maintenance Technician Training (50 percent of $895) and $597.50 
for the Builder Operator Training (50 percent of $1,195) or 50 percent of the 
participant’s cost, whichever is less. Staff has also recommended that these 
incentives be paid to the ELA after verification that the participant completed all 
required course work. 

r. Staff has recommended that, within 90 days after approval of this item, APS submit 
a detailed Marketing Plan for Staff review. The Marketing Plan should, at a 
minimum, include all Program Marketing budget items and their anticipated 
expenses, details on the division of marketing activities between APS and 
contractors, and the types of marketing pieces that APS pT&sto develop to promote 
the Non-Residential programs. Staff has further recommended that APS Drovide 
copies of all marke 
development of each piece. 

s. Staff has reco over Planning and 
Administration expenses at this time. APS could request approval of its Plnnnino 
and Administration exDenses in the 13-month filing that i s  heinu rernmi 

f 75 

plication remain capped at 50 

Staff has recommended that financial incentives be at a maxi 
percent of incremental 

ercent in Aps’ 
s and training include the Commercial Qualified Training 

ure incentive, the custom efficiency measure 
tro-commissioning study 
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new programs, there are still details that have not yet been established, resulting in a lack of 

of its DSM Portfolio Plan, with 12 months of actual data, for 
time, the Commission will have the benefit of the results of a 
12 months of experience under each Non-Residential DSM 
ata for each budget category. In addi 



BACKGROUND 

Portfolio Plan includes various DSM programs that would provide DSM opportunities for both 
residential and non-residential participants. The Portfolio Plan was filed in response to APS 
DSM obligations provided for in Commission Decision No. 67744. APS filed revisions to it 
riginal filing on No er 14,2005, and November 2 

Under Commission Decision No. 67744, APS is obligated to spend at least $16 million 
per year, or $48 million over the initial three-year period of 2005 to 2007, on Commission- 
approved DSM programs and to implement and maintain a collaborative DSM working group to 
facilitate stakeholder input on program development and implementation. Decision No. 67744 
approved a Preliminary Energy-efficiency DSM Plan. APS was to file a final plan within 120 
days of the Decision. The Portfolio Plan is the final plan. Drafts of the DSM programs 
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I 
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contained in the Portfolio Plan were discussed within the DSM collaborative group. 
~ 

I I 

The Application consists of Residential and Non-Residential categories. At this time, 
Staff is only addressing the DSM programs comprising the Non-Residential portion of APS’ 
DSM Application. This consists of the following six programs: Schools, Non-Residential 
Existing Facilities (“NR Existing”), Non-Residential New Construction and Major Renovation 
(“NR New”), Small Non-Residential (“R Small”), Non-Residential Builder Operator Training 
(“NR BOT”), and Non-Residential Energy Information Services (“NR EIS”). The six Non- 
Residential programs being addressed at this time represent slightly more than half of the $48 
million APS is obligated to spend over three years. A summary of APS’ overall estimated 
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Chart 1. This document does not address the residential programs, the performance incentive. or 
measurement evaluation and research. Other pro 
unless previously addressed, will be evaluated at a later time. 
order of major topics incl 

General Descripti 
Cost-Benefit Analysis 
Schools Program 
Non-Residential 
Non-Residential New Construction and M 
Small Non-Residential Program 

Program Flexibility 

Summary of Recommendations 

GENERAL DESCRIPTION OF NON-RESIDENTIAL PROGRAMS 

The proposed Non-Residential programs would provide financial incentives and 
assistance to customers in order to encourage energy-efficient building design and the adoption 
of energy-efficient measures for non-residential customers. The Non-Residential programs 

The proposed measures included in the Non-Residential programs are generally classified 
as either prescriptive or custom efficiency measures. A measure refers to a single technology, 
such as an energy-efficient compact fluorescent lamp (“CFL”) that can be used to reduce 
customer energy or demand requirements. The prescriptive measures are pre-defined, off-the- 
shelf measures that can be applied to a great number of customers. Prescriptive measures 

. 

hired to attend to the day-by-day details of program administration. The IC wou 



calculations for estimated energy and demand savings, and receive paperwork and back-up 
invoices to prove a measure is in place. A single IC would be selected to perform these duties 
for the NR Existing, NR New, and NR Small programs. APS has indicated it would most likely 
utilize the State of Arizona Energy Office to serve as the IC for the Schools program. APS has 
indicated it would use the Electric League of Arizona (“ELA”) in an IC role for its NR BOT 

of IC activities. 

efforts would include educational brochures, program promotional material, and website content. 
In addition, APS proposes to train contractors to provide quality installation of energy-efficient 
equipment and to maintain a list of commercial qualified contractors. Only those contractors that 
meet professional standards and complete APS’ Commercial Qualified Contractor training 
requirements for installation and operation of high-efficiency systems would be included on the 

roviding an incentive of 50 percent of th of the training ahd the cont 

ded to a referral list based upon successfbl completion of the course and meeting 

zona Registrar of Contractors. 



various energy-efficiency equipment, APS provided numerous articles and website content 
discussing the matter. Staff reviewed these documents and generally concluded that both the 
conventional equipment and the energy-efficient alternatives are produced by multi-national 
corporations with facilities in many different countries, including the Unite 
equipment is asse array of countries. 

The Commissio 57589 established that the 
Societal Cost Test should be used for the purposes of establishing whether a DSM program can 
be considered cost-effective. For each type of measure proposed by APS, the Compan 
conducted a cost-benefit analysis utilizing the Societal Cost Test. Staff completed its ow 
analysis of the costs and benefits also based on the Societal Cost Test. 

Under the Societal Cost Test, the incremental benefits of a program to society must 
exceed the incremental cost of having the program in place in order for the program to be cost- 
effective. Societal costs include the customer’s cost for installing the more energy-efficient 
measures and APS’ costs for delivering the DSM program, excluding incentives. Societal 

Other 1 benefits include APS’ deferred generation capacity costs and avoided energy costs. 
benefits of a program include reduced water consumption and air pollution, although dollar 
values have not been assigned to those benefits. 

based upon many assumptions and data fiom various sources. The end result of such an analysis 
can be no more accurate than the assumptions and data that have been utilized and is merely an 
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I 
I 
I It should be noted, however, that a cost benefit analysis such as the Societal Cost Test is 
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n-Residential DS 



by APS; however, APS believes that lightin 
public schools. APS indicated that it 

zona Department of Commerce Energy 
n of School Business Officials (“AASBO’’). 

ites and 280 charter school sites in its 
that 40 percent of 

in schools could be 

at $1,680,000 over 
ee years, is reserved exclusively for schools. Under APS’ proposal, once these funds are 

depleted for a budget year, schools may participate in any other approved non-residential DSM 
programs for which a school would qualify. However, Staff is concerned that schools should not 
be required to utilize all of the school funding prior to being able to participate in other DSM 
programs. Staff sees no reason to limit schools from participating in other DSM programs before 
the Schools Program funding is expended. Staff anticipates that larger schools may choose to 
participate in other programs, such as the NR Existing and the NR New Programs, leaving more 
money in the Schools Program budget for smaller districts and charter schools. This would 
allow schools to take advantage of higher funding limits outside the schools program to 
undertake larger DSM projects. Therefore, Staff is recommending that schools be allowed to 
participate in any other non-residential DSM Program at any time, either before or after reaching 
the budget cap. 

I 
I The degree of participation by schools in the Schools Program and other DSM programs 

would not be known until APS has had some experience with the programs. Staff is 
recommending that APS provide information about the level of school participation in all DSM 
programs in the 13-month filing 

I 
I 

mended  by Staff. 

I Program Products and Services 
, 

electronic ballasts 

Program including: W A C ,  Refrigerak 



to serve in this capacity. APS and its IC will work with the AASBO, the School Facilities 
Board, and the Arizona State Board for Charter Schools to pro-actively identify schools that are 
considering projects that might qualify for assistance under this program. The assistance would 
include helping schools submit an application for funding, assessing the school property to 
determine the most viable energy-efficiency proposal, identifying and recommending capable 

of completed projects to ensure that the energy-efficient equipment and systems were installed. 

given budget year. Staff has concerns because the details of the manner in which an 
erride of the Schools program cap would be administered have not been fully developed. APS 



cerned that the smaller districts and charter schools which do 
not be able to react as quickly as the larger districts. APS’ 
ar or $25,000 per school district per year, whichever is less, 

should mitigate this problem somewhat by assuring that a small number of large districts will not 
use up all of the funds. In addition, Staff anticipates that its recommendation to allow schools to 
participate in other non-residential DSM programs, either before or after reaching the cap, would 
fi-ee up more funding for smaller school districts and charter schools and also help mitigate the 
problem. However, without experience under the program, Staff is unable to make such a 
determination. Therefore, Staff is recommending that APS track the use of Schools Program 

consumer education. For the first three years of the program, the budget is $1,680,000 allocated 

Chart 3 
APS’ Schools Program Estimated Budget 

2005-2007 







Install anti-sweat heater controls 

content. The measures include both prescriptive measures, which carry prescribed incentives as 



marketing, vendor and retro-commissioning contractor referrals, application and incentive 
processing, participation tracking and reporting, quality control, and technical support. The same 
IC employed to handle these tasks in the NR Existing Program would also be utilized in the NR 
New and NR Small 
approval of this item. 

aluation tasks will be performed by both 
e IC and the MER. The IC will perform routine invoice verification and related duties where 

the MER will be involved with energy usage benchmarking, measuring energy savings, and 
quality control activities in overseeing the work of the IC. One strategy for monitoring and 
evaluation of the NR Existing Program would involve integrated evaluation characterized by 
data being collected at the time of implementation rather than after the fact. APS states that this 
technique involves the earlier and results in more timely and accurate data at a lower cost. 

Existing Progr would only be p 
project(s) and verification has occurred. Verification involves checking invoices and the 
identification of a representative sample of measures that would be checked by the IC to 
determine if energy-efficiency measures have been installed. Field verification, involving 

APS has 
indicated in response to Staff discovery that it will rely on feedback from the implementation 
contractor to define what constitutes a “larger” custom efficiency project. 

I 
I 
I 
I 
I 
I 

physical site inspection, would be utilized for all larger custom efficiency projects. 

I Under APS’ proposal, the DSM total incentive for all prescriptive and custom measures 
I undertaken by a single custome? would be capped at $300,000 per customer per budget year. 

However, APS has requested to allow additional measures and to pay additional incentives over 
the cap to a customer if there are insufficient applications from other customers to use the funds 
budgeted for the Nfa Existing Program. Staff has, ccmerm because the details of the manner in 
which an override of the cap would be administered have not been fully developed. APS has 
indicated that this provision would be developed and implemented based on feedback from the 
IC, which will not be hired until after this item is approved. Until the details of the manner in 
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(Staff's Three-Year E 

NON-RESIDENTIAL NEW CONSTRUCTION AND MAJOR RENOVATION 
PROGRAM 

Program Concept 

construction projects and major renovations. This program offers 
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ion fan motors with high-efficiency evaporative units 

Install anti-sweat heater controls 

Motor Measures 

Install variable speed drives 

Building EnveloDe Measures 

Under the Design Assistance measure provided in the NR New Program, APS would 
provide design incentives to cover APS consultation with the design team to include modeling of 
integrated design packages using building energy simulation models. APS would offer 
customers participating in the design assistance program an incentive covering up to 50 percent 
of incremental design costs. In addition, APS would provide incentives for commissioning 
studies. A commissioning study employs a systematic process to optimize a new building’s 
operations and to ensure that the new building operates and performs as intended by the designer, 
Incentives for commissioning studies would cover up to 50 percent of the cost of the study with a 

recommendations is based on a one-tim 
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applications from other customers to use the funds budgeted for the NR New Program. APS has 
indicated that this provision would be implemented based on feedback from the IC and more 
details would be available after the IC is hired. Staff has concerns because the details of the 
manner in which an override of the cap would be administered have not been fully developed. 
APS has indicated that this provision would be developed and implemented based on feedback 
from the IC. Until the details of the manner in which the override would be administered can be 
provided, Staff cannot recommend approval of APS’ proposal to override the cap in the NR New 

in overseeing the work of the I 



g and design stages of the project. 

constitutes a “larger” custom efficiency project. 

The budget for the 



Staff believes that the NR 

improvements in lighting, HVAC, m 



qualified W A C  and lighting contractors. 

Replace existing exit signs with energy-efficient LED exit signs 
Install daylighting controls and occupancy sensors 

0 Delamping - removal of unneeded lighting fixtures or bulbs 

W A C  Measures 
0 Install energy-efficient, air-cooled air conditioning units (packaged coo 
0 Install energy-efficient, air-cooled chillers or water-cooled chillers 

0 Provide for quality inst 

0 Install anti-sweat heater controls 



s, and website content. 

MER will be involved with energy usage benchmarking, measwing energy savings, an 
lity control activities in overseeing the work of the IC. Monitoring and evaluation woul 

field site and to report such observations to verify other measures. Incentives under the NR 

APS has indicated 

will not be hired until after this item is approved. Until the details of the manner in which the 



sures. According to StafPs an 
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a1 Small Non-Residen 
t Societal Benefits 

A P S  Estimated Budget 
'Total Societal Cost 
'Total Societal Benefits 

practices. All commercial, industrial, and institutional building operators and maintenance 
technicians located in APS' service territory would be eligible for the NR BOT Program. The 
program is intended to help building operators and facility maintenance personnel better 

participants would also .learn how to gain efficiency. by p 



for building maintenance technicians. The training for building operators and managers would 
include instruction on operations and maintenance practices regarding HVAC, lighting, electrical 
systems, and energy conservation. Building maintenance technician training would cover 
airflow control, refrigeration, electrical systems, and variable frequency drives. Training 
materials would include W A C  and electrical texts as well as Arizona Industries of the Future, 
Inc. CD sohare ,  course handouts, APS energy-efficient fact ebsite links, and 
information on supplemental training semi 

Courses would includ elections from the ELA’s itute for Facility Management 
Education program offerings of educational programs that are designed for a wide range of 
facility management personnel including building operators, maintenance technicians, and 
managers of multi-facility complexes. According to APS, the curricula have been developed by 
industry practitioners, APS staff members and instructors, and educational committee members 
of the ELA and Arizona Heat Pump Council. The content of the courses is designed to promote 
operation and maintenance practices that would increase energy efficiency of commercial and 
industrial facilities. It would cover general utility rate concepts, preventative maintenance, how 
to perform an energy audit, how to create reports for management to justify energy-efficiency 
expenditures, and how to improve equipment-purchasing skills. The classes would also provide 
an opportunity to refer class participants to other APS DSM programs. APS has indicated that 

The strategy for monit 
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years, the NR BOT could provide about $1 .O million in net benefits over the life of the measure 

and is only an estimation. A chart summarizing S 

I Net Societal Benefits 
(Staff's Three-Year Estimate) 

Net Societal 
~ e n e f i t s ~  

Total Total AP5 Estimated Societal Societal 
Budget' Costs2 Benefits3 

DSM Program 

$240,000 $864,675 $1,912,281 $1,047,606 Builder Operator 
Training 

I 
'APS Estimated Budget 
2Total Societal Cost 
'Total Societal Benefits 
%et Societal Benefits 

Includes APS' costs, including incentives paid to customers. 
Includes customer costs and APS costs excluding incentives. 
Includes deferred generation capacity costs and avoided energy costs, adjusted for losses. 
Total Societal Benefits minus Total Societal Costs over the life of the measure(s). 

ENERGY INFORMATION SERVICES PROGRAM 

Program Concept 

The NR EIS Progrww,would provide customers with a web-based energy information tool 
to give them feedback on the energy consumption and load profiles within their facilities. The 



metering equipment to automatically transmit interval load data to a central data collection PO 

provided by the system. They would learn how to download billing history information and 



program as a proxy until better data are available. 



analysis of the program for three years, the EIS Program could result in about $878,000 in net 
benefits over the life of the measures. In addition, the NR EIS Program could reduce annual 

et Societal Benefits 
s Three-Year Estimate) 

modifications result 



Consumer Education. APS proposed limits on this shifiing of funds only with regard to the 

funding for each program. Other than this sing1 

I 

I 

I Program. 
I 
I guideline, incentives would be set at or below 50 percent of incremental cost. However, APS 

would provide the Commission with written justification when incentive levels exceed 50 
percent of the incremental cost of the measure. This filing would be informational in nature. It 
should be noted that APS has included severaI incentives in its Application that currently exceed 
50 percent of incremental cost. 

lso included in APS’ flexibility lan 



t benefit to society 

research, Staff learned that membranes are not widely used in Arizona where foam roofs are 
preferred. Staff determined it would be more appropriate to treat membranes and roof coatings 
as two separate measures. For retrofit applications, Staffs analysis concluded that neither 

ranes nor roof coatings could be justified by its cost-benefit analysis. For new roofs or 
a new coating is going to be applied regardless, Staff recommends that APS encourage 

a white reflective surface and include such measures in its educational 
r, the marginal cost for the 

customers to 



same incentive to 
a customer who needed only the diagnosis and refrigerant as would be paid to a customer who 
required system diagnosis, refkigerant, and duct work. Therefore, Staff recommends that the 
method for determining incentive payments for the System Diagnostics and Tune-up measure be 

scriptive measure incentives are paid at a pre- 
easure installed. Custom efficiency measures are 

or simulation required at the time of applicatio 
measures are employed in a facility, Staff r 
ensure that the energy savings from the pre 
the energy simulation or study for the c 
prescriptive measures are not paid more than once. 

APS has included the possibility of 
component of the NR Existing and the NR Small Programs. The company proposes to use DSM 
funds to defray the costs associated with this option. The purpose of such a program component 
would be to assist customers that lack needed capital to invest in energy-efficiency 
improvements. Until more details of this component of the programs are developed and 
approved, Staff recommends exclusion of third-party financing assistance fi-om the NR Existing 

depleted for a budget year, schools may participate in any other approved non-residential D 

recommends that schools be allowed to 



not have dedicated energy staffs may not be able to react as quickly as the larger districts. APS’ 

performance. APS should provide information about its efforts to increase funding for schools in 
APS’ semi-annual reports and the 13-month filing that is being recommended by Staff. At this 

performance, funding levels 

fore, at this time, Staff 

that if in the future APS 



However, APS has requested to allow additional 
s over the cap to a customer if there are insufficient measures and to pay additional 

ould be administered have not been fully developed. APS has indicated that this provision 

manner in which the override would be administered can be provided, Staff cannot recommend 
approval of APS’ proposal to override the cap in the NR Existing and NR New programs. 
Therefore, at this time, Staff recommends that the incentive cap for all measures paid to any 
customer under the NR Existing Program and the NR New Program be set at $300,000 per 

NR Small Program: 
undertaken by a single customer is capped at $150,000 per customer per budget year. However, 
APS proposes to allow additional measures and to pay additional incentives over the cap if there 
are insufficient applications from other customers to use the funds budgeted for the NR Small 

the IC, and more details would be available after the IC is hired. Staff has concerns because the 
details of the manner in which an override of the cap would be administered have not been fully 
developed. APS has indicated that this provision would be developed and implemented based on 
feedback from the IC. Until the details of the manner in which the override would be 
administered can be provided, Staff cannot recommend approval of APS’ proposal to override 
the cap in the NR SmalI program. Therefore, at this time, Staff recommends that the incentive 
cap for all measures paid to any customer under the NR Small program be set at $150,000 per 

override of the NR Small cap, it should provide such details in the 13-month filing that is being 

I 

I 
i 

Program. APS has indicated that this provision would be implemented based on feedback from 

I 
I 

I 
i 
I 
I 

budget year. Staff also recommends that if, in the fixtwe;-kPS would like to provide for an 

recommended by Staff. 

a maximum limit of $10,000 per study, could be paid to a customer and then the customer 



were not installed. 

could be less than 50 percent if the incentive were adopted at 50 percent of current full costs for 
the training and the costs subsequently escalated. In order to provide more cost certainty, Staff 
recommends the incentives for the NR BOT Program be set at $447.50 for the Facility 
Maintenance Technician Training (50 percent of $895) and $597.50 for the Builder Operator 
Training (50 percent of $1,195) or 50 percent of the participant’s cost, whichever is less. Staff 

sunowding all of APS’ marketing strategies including the use of various contractors still need to 



management, oversight of the implementation contractor, program development, program 
coordination, and general overhead. APS estimates that the Planning and Administration budget 
for three years would total approximately $2.0 million. In response to Staff discovery, APS was 
able to provide Staff with certain information regarding employee salaries. However, there are 
other Planning and Administration expense components that are unknown at this time. Due to a 
lack of certainty and specificity, Staff does not feel that there is enough information available in 
order to recommend approval of the Planning and Administration Budget and its expense 
components at this time. Therefore, Staff recommends that APS not be allowed to recover 
Planning and Administration expenses at this time. APS could request approval of its Planning 
and Administration expenses in the 13-month filing that is being recommended by Staff. At that 
time, 12 month se data for the Planning and Administration cat 

Staff acknowledges that th t flexibility. APS is no 
certain, for example, what level of incentive would cause customers to take action and adopt 
energy-efficiency measures. In addition, APS does not know which programs would achieve 
greater interest and market penetration and which ones would not. APS has indicated that 
flexibility is a key to implementing a successful program so that it can make adjustments to 
maximize the results of the DSM programs. However, Staff is concerned that too much 
flexibility for new programs could result in loss of the Commission’s ability to monitor and 
provide valuable input regarding certain aspects of the program while it is being developed and 
implemented. Therefore, Staff has made a number of recommendations to put parameters 

ams within 13 months of a 
ision in this matter. 

concern on the part of Staff. For example, APS has indicated that the IC would bring 
program and technical knowledge that can be used to improve the program plans. APS has 
further indicated that certain program enhancements may require changes to the programs as 
they were originally presented to the Commission within the non-residential portion of the 
Application. APS has indicated to Staff that there are some program features in the Application 
that it cannot fully explain because the IC would help them to develop the details. Based on this, 

line study currently 



acceptance criteria. APS’ current filing contains certain incentive levels that exceed 50 percent 

participation levels of popular energy-efficiency measures. In a previous Commission 
proceeding, Staff recommended that incentives not exceed 50 percent of incremental costs for 
the lighting portion of the Consumer Products Program. Staff made this recommendation to 
avoid the potential for excessive incentives. Staff is interested in assuring that incentive amounts 

maximum of 75 percent of incremental cost. Staff further recommends that incentives that are 

assuring that overhead for program and administrative costs remain at a minimum is to ensure 

s and rebates shod 



the fimding from one program to 
another program in the same sector, such as non-residential, per year. Such shifts would be - -  
made to take advantage of better perfonnance in one program than another by shifting h d s  
from the poorer performing program to the better performing program. It was agreed within th 
DSM collaborative group that 20 to 25 percent was a generally accepted shifting range withi 
industry. Therefore, Staff recommends that APS should be limited to shifting a maximum o 

e measures in its 
cost-benefit analyses. In some cases, the group as a whole appears to be cost-effective, but 
certain individual measures within that group appear to not be cost-effective. Staff is concerned 
that providing an incentive to customers to p se a product that is not cost-effective is not 
appropriate. Staff anticipates that some of th ost-effective measures may actually be cost- 
effective when Arizona-specific data from the baseline study can be utilized. Therefore, Staff 
recommends that APS provide incentives only on individual meas 

It is important that substantial changes in the Non-Residential programs do not occur 
after approval based upon flexibility language that may be granted in these programs. Therefore, 
Staff recommends that the nature of the incentives offered as well as the nature of the Non- 
Residential programs not be changed without Commission approval. 

I 
Staff recommends that APS inform the DSM Collaborative working group of progress 

and significant changes to budgets and/or incentives no later than four months after approval of 
the Non-Residential programs. 

According to Staffs anafiysis of the programs for three yews, Ciiie energy-efficiency 
measures expected to result fkom the six Non-Residential programs are estimated to provide 
about $41.4 million in net benefits to society over the life of the measures. In addition, the Non- 

first such comprehensive DSM study en by APS in recent years, and Staff is awar 



ffort to apprise the Co 

prepare its filing based on a full year of experience with the programs thus removing any 

sufficient time to refi 

Non-Residential Existing Facilities, Non-Residential New Construc 



from the prescriptive measures is subtracted from the savings in the energy simulation or 

not paid more than once. 

the NR Small Programs at this time. 

provide information about the level of school participation in 
all DSM programs in the 13-month filing that is being recommended by Staff. 

10. Staff recommends that APS track the use of Schools Program funds by size of school 

filing recommended by Staff. 

12. Staff recommends that the incentive cap for all measures paid under the Schools Program 

aff also recommends that if in the future APS would like to provide for an override of 



incremental cost. er recommends that incentives that are 

measure incentive, the custom efficiency measure feasibility study incentive, the retr 



that the nature of the 
Non-Residential programs not be change 

26. Staff recommends that A P S  inform the 
and significant changes to budgets an 
approval of the Non-Residential programs. 

Ernest G. Johnson 

Utilities Division 





COMPANY FOR APPROVAL OF ITS DEMAND SIDE MANAGEMENT 

final recommendations regarding APS' non-residential DSM proposals. 

I Staff is recommending interim approval of the Non-Residential portion of the APS 
Application with certain program modifications and requirements discussed in Staffs Analysis 
and Recommendations section of this document. In response to Staff discovery on many issues, 
APS has indicated that it has provided all available detail to Staff. However, because these are I 

I 
I new programs, there are still details that have not yet been established, resulting in a lack of 

certainty and specificity in some areas of the Application. Therefore, Staff is recommending 
that, within 13 months of a decision in this matter, APS should refile the Non-Residential portion 
of its DSM Portfolio Plan, with 12 months of actual data, for final Commission approval. At that 
time,, the Cwlmission will have the benefit of the results ofa baseline study cprrently in process, 

I 
I 
I 
I 
I 

I 

12 months of experience under each Non-Residential DSM program, and actual DSM expense 
data for each budget category. In addition, the Commission would have the opportunity to make 
any adjustments or program changes deemed necessary which could include modifications to 

, 



Portfolio Plan includes various DSM programs that would prov 
residential and non-residential participants. The Portfolio Plan was 
DSM obligations provided for in Cornmission Decision No. 67744. 

llion over the initial three-year period of 2005 
roved DSM programs and to implement and maintain a collaborative DSM working group t 

input on program development and implementation. Decision No. 6774 
roved a Preliminary Energy-efficiency DSM Plan. APS w 

. The Portfolio Plan is the final plan. Dra 
ithin the DSM collaborative group 

DSM programs comprising the Non- 
nsists of the following six programs 

isting Facilities (“R Existing”), Non-Residential New Cons 
New”), Small Non-Residential (“NR Small”), Non-Residential Builder Operator Training 

ial Energy Information Services (‘”R EIS”). The six Non- 
dressed at this time represent slightly more than half of the $48 
end over three years. A summary of APS’ overall estimated 



anurn 18.2006 



Small Non-Residential Program 
Building Operator Training Program 

ecommendations 

shelf measures that can be applied to a great n 
include the installation of efficient lighting fixtures; 

of customers. Prescriptive measures 

efficiency measures are 

For consideration to 



d reporting, and technical support. 
The IC would verify the accuracy of customer data and program eligibility status, process and 
review customer applications, spot check forms for errors and discrepancies, double check 
calculations for estimated energy and demand savings, and receive paperwork and back-up 
invoices to prove a measure is in place. A single IC would be selected to perform these duties 
for the NR Existing, NK New, and NR Small programs. APS has indicated it would most likely 
utilize the State of Arizona Energy Office to serve as the IC for the Schools program. APS has 
indicated it would use the Electric League of Arizona (“ELK’) in an IC role for its NR BOT 
program. APS will contract with an energy information services firm to serve as IC for the NR 
EIS program. APS has proposed that program monitoring and evaluation tasks would be 

, handled by a single Monitoring and Evaluation Research contractor (‘MER“). The MER would 

control checks of IC activities. 

I 

I 

I 
I 

I 
I 
t 
I 

promotional efforts aimed at facility owners and operators to inform them about the benefits of 
energy-efficiency equipment, improved system performance, and integrated design. These 
efforts would include educational brochures, program promotional material, and website content. 
In addition, APS proposes to train contractors to provide quality installation of energy-efficient 
equipment and to maintain a list of commercial qualified contractors. Only those contractors that 
meet professional standards and complete APS’ Commercial Qualified Contractor training 

efficient equipment installed. 

The Commercial Qualified Contractor trainin 

after the ELA’s existing Residential Qualified Contractor Program. APS anticipates the training 

added to a referral list based upon successful completion 



discussing the matter. Staff reviewed these documents and generally concluded that both the 
conventional equipment and the energy-efficient alternatives are produced by multi-national 

benefits include APS’ deferred generation capacity costs and avoided energy costs. 
benefits of a program include reduced water cons 

Other 

upon many assumptions and data from various sources. The end result of such an analysis 

Energy Information 



measure times the number of units t 
measures in a progr 

$41.4 million of net benefits to society over the lifetime of the measures. In addition, Staff 
estimates that the Non-Residential programs could reduce APS’ annual peak demand by about 

I Non-Residential DSM 
Net Societal Benefits 

(Staffs Three-Year Estimate) 



programs for which a school would qualify. However, Staff is conceme schools should not 

participate in other programs, such as the NR Existing and the NR New Programs, leaving more 
money in the Schools Program budget for smaller districts and charter schools. This would 



to serve in this capacity. APS and its IC will work with SBO, the School Facilities 
Board, and the Arizona State Board for Charter Schools to p ly identi@ schools that are 
considering projects that might qualify for assistance under this program. The assistance would 
include helping schools submit an application for funding, assessing the school property to 
determine the most viable energy-efficiency proposal, identifying and recommending capable 

g in managing the design and imp1 

oviding financial incentives for ligh 
prescriptive measures, APS would provide educational and training materials to relevant school 
personnel to make them aware of energy-efficiency issues. APS would also provide direct 

I training to school building operator 01s in identifying energy- 

l ponse to Staffs discovery e program monitoring and 
tasks will be performed by both the IC and the MER. The IC would perform routine invoice 
verification and related duties where the MER would be involved with energy usage 
benchmarking, measuring energy savings, and quality control activities in overseeing the work of 
the IC. The IC would authorize payment of incentives under the Schools Program upon 
completion of each energy-efficiency project. Before such payment is made, the IC will perform 
verification by checking all energy proj ect-related invoices and verifying a representative sample 
of completed projects to ensure that the energy-efficient equipment and systems were installed. 
Field verification involving physical site inspection would be utilized for all larger custom 
efficiency projects. APS has indicated in response to Staff discovery that it will rely on feedback 
from the IC to define what constitutes a “larger” 

APS’ has proposed maximum limits for i 
sd~oci  district pe: year, whichever is lass.- E&wever, APS has also requested approval to provide - 

fimding in excess of the limits if there are insufficient applications to use all the available funds 
in a given budget year. Staff has concerns because the details of the manner in which an 
override of the Schools program cap would be administered have not been filly developed. APS 
has indicated that this provision would be developed and implemented based on feedback from 

ve cap for all measures paid under the Schools program be set at $1 S/student per year or 



not have dedicated energy staffs may not be able to react as quickly as the larger districts. APS’ 
proposed limits of $1 5/student per year or $25,000 per school district per year, whichever is less, 
should mitigate this problem somewhat by assuring that a small number of large districts will not 
use up all of the funds. In addition, Staff anticipates that its recommendation to allow schools to 



d of this document. 

continually assess opportunities to increase funding levels for schools based on feedback 
orative, school representatives and officials, and the results of overall 

based on program performance, the funding level for schools can b 

by about 178,000 MWh over the life of the measures. To the extent that other cost-effective 
measures would be undertaken by schools in the Schools Program, additional savings could 
accrue. Staffs analysis of the benefits of the Schools Program is based upon many assumptions 
and data from various sources and is only an estimation. A chart summarizing Staffs estimated 

Non-Residential Schools Progra 
Net Societal Benefits 



es for energy-efficiency 

that use a systematic process to improve and op 
Existing Program also proposes to increase the energy efficiency of large central W A C  systems 
through diagnosis, tune-up, and other initiatives recommended by the retro-commissioning 
study. The program would also provide educational and training materials to aid building and 
facility owners and operators in making decisions to improve the energy efficiency of their 
facilities. APS proposes to train, qualify, and promote the use of contractors that have met 
professional standards and completed APS’ Commercial Qualified Contractor training for 
installation and operation of high-efficiency systems. The NR Existing Program also includes 
custom efficiency inc 

tro-commissioning refers to app 



Refrigeration Measures 

0 

Install anti-sweat heater controls 
Install strip curtains and night co 

Replace refrigeration fan motors with high-efficiency evaporative units 

Motor Measures 

Custom Efficiencv Measures 
Custom measures designed to exploit savings opportunities of specific customers 

APS also proposes to undertake educational and promotional efforts to make facility and 
business owners and operators aware of the benefits offered by this program. These initiatives 
would include educational brochures, program promotional materials, and specific website 

limited to 50 percent of the custom energy-efficiency measure’s incremental cost. Each project 
is required to include a feasibility study that identifies the energy conservation measures and 
calculates estimated annual energy savings. The custom efficiency feasibility study must take 
the form of an energy simulation or analysis and requires review and approval Erom APS’ IC in 
order to be eligible for an incentive. An additional incentive of up to 50 percent of the c 



quality control activities in overseeing the work of the IC. One strategy for monitoring and 

contractor to defi 

However, APS has requested to allow additional measures and to pay additional incentives ove 



and local government agencies that lack capital to invest in energy-efficiency improvements. 
Until more details of this component of the program are developed and approved, Staff is 
recommending exclusion of third-party financing assistance from the NR Existing Program. 

The budget for the NR Existing Program includes categories for planning and 
administration, implementation, incentives, consumer education, training and technical 
assistance, and marketing. For the first three years of the program, the budget is allocated as 
follows : 



design assistance and consultation to customers planning new non-residential facilities or major 



The NR New Program relies heavily upon providing design incentives to cover the 

constraints on the design team are a si 
high-efficiency buildings. After enhanced design features have been identified, the NR Ne 
Program offers both prescriptive inc 
efficiency incentives for projects re 
be noted that a considerable am0 
when the energy savings will actu 

Program Products and Services 
I 

I Specific DSM measures propose 

I 

efficiency design packages 

packages through the provision of the design incentive 

Common Measures: 
Train and qualify commercial contractors to meet APS' standards for 

allation and operation of high-efficiency systems 

Custom Efficiency Measures: 
0 Encourage facility-specific effic through custom incentives 

that are otherwise difficult to cover in a prescriptive program. 
0 Encourage the integrated system approach to incorporating energy- 

efficient improvements in new*'construction and majoi i.Yii"oi%tion projects. 



lled custom effic 



project facilities. These efforts would consist of educational brochures, program promotional 
materials, and website content. As in the NR Existing Program, this program also proposes to 
qualify and refer contractors that have completed APS ’ Commercial Qualified Contractor 

additional measures and to pay additional incentives over the cap if there are insufficient 
applications from other customers to use the funds budgeted for the NR New Program. APS has 
indicated that th is  provision would be implemented based on feedback from the IC and more 
details would be available after the IC is hired. Staff has concerns because the details of the 
manner in which an override of the cap would be administered have not been fully developed. 
APS has indicated that this provision would be developed and implemented based on feedback 
fi-om the IC. Until the details of the manner in which the override would be administered can be 
provided, Staff cannot recommend approval of APS’ proposal to override the cap in the NR New 
program. Therefore, at this time, Staff is recommending that the incentive cap for all measures 
paid to any customer under the NR New Program be set at $300,000 per budget year. Staff also 

after Commission approval of the NR New Program u 



Incentives in the NR New 

Staff discovery that it will rely on feedback fiom the imp1 ontractor to define what 

cal assistance, and 



cket No. E-01345A-05-0477 

may not otherwise be considered. The prescriptive measures could also create substantial 
savings for this class of customers by promoting the installation of energy-efficient equipment in 
new or renovated buildings. According to Staffs analysis of the program for three years, the 
energy-efficiency measures expected to result ftom the NR New Program could provide about 
$13.8 million in net benefits over the life of the measures. In addition, the NR New Program 
could reduce annual peak demand by about 8.8 MW and energy consumption by about 729,000 

. Staffs analysis of the benefits of the NR New Program is 

Net Societal Benefits 
(Staffs Three-Year Estimate) 

Total Societal Cost 
tal Societal Benefits 

Program Concept 



commercial HV 

0 Install daylighting controls and occupancy sensors 



ogram promotional 

APS’ standards for installation and operation of high-efficiency systems 

availability of trained and qualified contractors and service technicians who can provide whole 
facility integrated energy-efficiency solutions including the systems approach to WAC, state- 
of-the-art testing and diagnostic techniques, and the performance impacts of system problems 
such as lealung ductwork. 

ommercial Qualified Contractor Program. This program is directed at increasing th 

A P S  states that the program monitoring and evaluati tasks wilk be performed by both 
and the m R .  The IC will perform routine invoice verification and related duties where 

the MER will be involved with energy usage benchmarlung, measuring energy savings, and 
I 

I 
I 

quality control activities in overseeing the work of the IC. Monitoring and evaluation would 
involve integrated evaluation characterized by data being collected at the time of implementation 
rather than after the fact. APS states that this technique involves the MER earlier and results in 
more timely and accurate data at a lower cost. The IC would examine invoices to verify some 
installations and would rely upon installation vendors to observe completed installations at the 
field site and to report such observations to verify other measures. Incentives under the NR 
Small Program would be paid only after completion of the energy-efficiency project has been 

I verified. 
I 

Under APS’ proposal, the total DSM incentive for all measures undertaken by a single 
customer would be capped at $150,000 per customer per budget year. However, APS has 
requested to allow additional measures and to pay additional incentives over the cap to a 



ket No. E-01345A-05-0477 

assistance, and marketing. For the first t 

APS’ Small No 



Net Societal Benefits 
taff s Three-year Estimate) 

BUILDING OPERATOR TRAINING PROGRAM 

Program Concept 

The NR BOT Program would provide subsidized training for building operators and 
facility maintenance technicians on energy-efficient building operations and maintenance 
practices. All commercial, industrial, and institutional building operators and maintenance 
technicians located in APS' service territory would be eligible for the NR BOT Program. The 
program is intended to help building operators and facility maintenance personnel better 
understand how their facilities use energy and how to better manage energy costs. APS states 

includes course scheduling, registration, payment, and other administration. The course would 



for building maintenance technic The training for building operators and managers would 

materials would include W A C  and electrical texts as well as Arizona Industries of the Future, 

Education program offerings of educational programs that are designed for a wide range of 

anagers of multi-facility complexes. According to APS, the curricula have been developed by 
mdustry practitioners, APS staff members and instructors, and educational committee members 
of the ELA and Arizona Heat Pump Council. The content of the courses is designed to promote 
operation and maintenance practices that would increase energy efficiency of commercial and 
industrial facilities. It would cover general utility rate concepts, preventative maintenance, how 
to perfom an energy audit, how to create reports for management to justify energy-efficiency 
expenditures, and how to improve equipment-purchasing skills. The classes would also provide 
an opportunity to refer class participants to other APS DSM programs. APS has indicated that 

nted promotional materials, brochures, 

ed that the incentiv 



Maintenance Technician Training (50 percent of $895) and $597.5 for the Builder Operator 
50 percent of the participant’s co whichever is less. Staff 

ntives be paid to the ELA after verification that the participant 
completed all requir 

The budget for the NR BOT r planning and 
administration, marketing, implementation, incentives, and training and technical assistance. For 

, the budget is alloc 

APS’ Builder Operator T 

I Administration 

Includes all dollars that go toward customer rebates and incentives. 
Includes all dollars that are used for energy-efficiency training and technical assistance for 



ording to Staffs analysis of the program for three 
years, the NIX BOT could provide about $1.0 million in net benefits over the life of the measures. 
In addition, the NR BOT Program could reduce annual peak demand by about 643 kW and 
energy consumption by about 81,000 MWh over the life of the measures. Staffs analysis of the 
benefits of the NR BOT Program is based upon many assumptions and data from various sources 

Net Societal Benefits 

y-efficiency improvements. The program is available for large non-residential customers 



energy consumption. 

during various weather scenarios. It would also provide data to allow comparisons between 
multiple sites managed by the same operator and to compare against historical data. 

APS will contract with an energy information services fm to serve as IC for the NR EIS 
program. The energy information service IC would provide training and technical assistance to 
customers to allow them to take full advantage of the program and the equipment installed at 
their facility. Program participants would be taught necessary skills to take advantage of the data 
provided by the system. They would learn how to download billing history information and 
create spreadsheets, charts, and graphs to assist them in identifying strategies to lower energy 
costs. They would also be taught basic utility rate concepts so they understand the basis for 
savings by reducing demand or energy consumption. They would also learn how to create 
reports to their management to justify energy-efficient capital expenditures that would result in 
energy bill savings. 

Both APS and 'We'"e information service -IC would provide msk&ig and 





Staff believes that the NR EIS Progr 
roviding incentives for b 

program. The data provided through the program combined with the skills taught to properly 
make use of it could result in more efficient use of energy by participants. According to Staffs 
analysis of the program for three years, the EIS Program could result in about $878,000 in net 
benefits over the life of the measures. In 
peak demand by about 357 kW and energy 
the measures. Staffs analysis of the benefits of 
assumptions and data from various sources and is 
Staffs estimated net societal benefits is provided below: 

Non-Residential Ener 

Staff's Three-Year Estimate) 
I 

$300,000 $354,00OT $1,23 1,723 $877,723 Energy Information 
Services 

'APS Estimated Budget 
'Total Societal Cost 

Includes APS' costs, including incentives paid to customers. 

led revised flexi 

ion on November 



about the intent of the flexibility language, Staff determined that APS was requesting flexibility 
to shift funding between any of the five budget categories within a given Non-Residential DSM 
program. The five budget categories axe Planning and Administration, Program Marketing, 
Program Implementation, Rebates and Incentives, Training and Technical Assistance, and 
Consumer Education. APS proposed limits on this shifting of funds only with regard to the 

the semi-annual DSM reports 



compassing 2005, 2006, and 2007. It is clear that no DSM funds in the 

rograms. All of the measures analyzed by Staff resulted in a positive net benefit to society 

I 

promote reflective roofing surfaces. The components are Reflective Membranes and Roof 
Coatings. The two are very different in terms of incremental cost and measure life. Based on 
research, Staff learned that membranes are not widely used in Arizona where foam roofs are 
preferred. Staff determined it would be more appropriate to treat membranes and roof coatings 
as two separate measures. For retrofit applications, Staffs analysis concluded that neither 
membranes nor roof coatings cauld be justified by its cost-benefit analysis. For new roofs or 
where a new coating is going to be applied regardless, Staff recommends that APS encourage 
customers to apply a white reflective surface and include such measures in its educational 

the Cool Roofs measure at this time. 

se and tune up HVAC equipment and also covers any repairs which could include duc 



refrigerant as would be paid to a customer 

set at 75 percent of the i 

measures are in a facility, Staff recommends that APS take all steps necessary to 

Financing Assistance 

not be required to utilize all of the school h d i n g  prior to being able to participate in other DSM 



not have dedicated energy staffs may not be able to react as quickly as the larger districts. APS’ 
proposed limits of $lS/student per year or $25,000 per school district per year, whichever is less, 
should mitigate this problem by assuring that a small number of large districts will not use up all 
of the funds. In addition, Staff anticipates that its recommendation to allow schools to 
participate in other non-residential DSM programs, either before or after reaching the cap, would 
f?ee up more funding for smaller school districts and charter schools and also mitigate the 

13-month filing recommended by Staff. 

Staff finds no reason to disagree with APS’ initial allocation for funding the Schools 
Program based upon the information provided by APS. However, Staff recommends that APS 
continually assess opportunities to increase funding levels for schools based on feedback fiom 
the DSM collaborative, school representatives and officials, and the results of overall program 
performance. APS should provide information about its efforts to increase Eunding for schools in 

performance, funding levels can be reassessed at that time. 

to use all the available funds in a given budget year. Staff has concerns because the details of the 

recommend approval of APS’ pro 



$300,000 per customer per budget year. However, APS has requested to allow additional 
measures and to pay additional incentives over the cap to a customer if there are insufficient 
applications fkom other customers to use the funds budgeted for the NR Existing and NR New 
Programs. Staff has concerns because the details of the manner in which an override of the cap 
would be administered have not been fully developed. APS has indicated that this provision 
would be developed and implemented based on feedback from the IC. Until the details of the 
manner in which the override would be administered can be provided, Staff cannot recommend 
approval of APS’ proposal to override the cap in the NR Existing and NR New programs. 
Therefore, at this time, Staff recommends that the incentive cap for all measures paid to any 
customer under the NR Existing Program and the NR New Program be set at $300,000 per 

Program. APS has indicated that this provision would be implemented based on feedback from 

details of the manner in which an override of the cap would be administered have not been full 
developed. APS has indicated that this provision would be developed and implemented based on 
feedback fkom the IC. Until the details of the manner in which the override would be 
administered can be provided, Staff cannot recommend approval of APS’ proposal to override 
the cap in the NR Small program. Therefore, at this time, Staff recommends that the incentive 

ed because the incentives for these studies which are set at 50 percent of incremental cost 

at APS identi@ th 



at the customer will install all applicable prescriptive or custom measures. Staff also 

Building Operator Training 

could be less than 50 percent if the incentive were adopted at 50 percent of current full costs for 
the training and the costs subsequently escalated. In order to provide more cost certainty, Staff 
recommends the incentives for the NR BOT Program be set at $447.50 for the Facility 
Maintenance Technician Training (50 percent of $895) and $597.50 for the Builder Operator 
Training (50 percent of $1,195) or 50 percent of the participant’s cost, whichever is less. Staff 

completed all required course work. 

Propram Marketing 

I also recommends that these incentives be paid to the ELA after verification that the participant 

The Program Marketing budget category includes all expenses related to marketing the 
program and increasing DSM consumer awareness. APS estimates that the Program Marketing 
budget for three years would total approximately $1.7 million. Many of APS’ proposals, such as 
taking advantage of natural opportunities to promote energy-ef6ciem-y ~t the time customers are 
making energy-related purchase decisions, appear to be reasonable. However, the details 
surrounding all of APS’ marketing strategies including the use of various contractors still need to 



management, oversight of the implementation contractor, program development, program 
coordination, and general overhead. APS estimates that the Planning and Administration budget 
for three years would total approximately $2.0 million. In response to Staff discovery, APS was 
able to provide Staff with certain information regarding employee salaries. However, there are 
other Planning and Administration expense components that are unknown at this time. Due to a 

could request approval of its Planning 
at is being recommended by Staff. At that and Administration expenses in the 13-month fi 

implemented. Therefore, Staff has made a number of recommendations to put parameters 



as APS provides written justification to the Commission when incentive levels move above 50 
percent of the incremental cost of the energy-efficiency measure. APS has indicated that it has 
based its incentive levels on criteria such as customer payback periods and other customer 
acceptance criteria. APS’ current filing contains certain incentive levels that exceed 50 percent 
of incremental cost and in some cases equal 100 percent of incremental cost. Increasing an 
individual incentive could be helpful to make a measure or program more viable if customers are 
not responding to current levels of incentives. Likewise, it may become obvious that lower 
levels of incentives for a given measure or program could be offered without affecting the 
participation levels of popular energy-efficiency measures. In a previous Commission 
proceeding, Staff recommended that incentives not exceed 50 percent of incremental costs for 
the lighting portion of the Consumer Products Program. Staff made this recommendation to 
avoid the potential for excessive incentives. Staff is interested in assuring that incentive amounts 
are set at a level that is necessary to move the market toward installing energy-efficiency 
measures, but that excessive incentives beyond what is needed to move the market not be 
offered. Staff believes that an increased level of flexibility is reasonable due to the evolving 
nature of APS’ programs and a lack of Arizona-specific data that will be provided in the future 
by the baseline study. Therefore, Staff recommends that all financial incentives be capped at a 
maximum of 75 percent of incremental cost. Staff further recommends that incentives that are 
proposed to be capped at 50 percent in APS’ Application remain capped at 50 percent. These 
studies and training include the Commercial Qualified Training incentive, the custom efficiency 

commissioning study incentive, the commissionin tudy incentive, and the design assistance 
I measure incentive, the custom efficiency measure feasibility study incentive, the retro- 

APS has requested flexibility ti, directly shift budgeted funds.in&a -and- c&- of the Program 
Planning and Administration category. APS has stated that it would make “reasonable efforts” 
to limit this budget category to 10 percent of the total fhding for each program. Staffs interest 
in assuring that overhead for program and administrative costs remain at a minimum is to ensure 
that APS maximize the funds available for direct program expenses which will reduce demand 
and energy consumption, such as customer incentives. Staff recommends that Program and 



THE COMMISSI 

another program in the same sector, such as non-residential, per year. Such shifts would be 
made to take advantage of better perfomance in one program than another by shifting funds 
from the poorer performing program to the better performing program. It was agreed within the 
DSM collaborative group that 20 to 25 percent was a generally accepted shifting range within the 
industry. Therefore, Staff recommends that APS should be limited to shifting a maximum of 25 

cost-benefit analyses. In some cases, the group as a whole appears to be cost-effective, but 
certain individual measures within that group appear to not be cost-effective. Staff is concerned 

about $41.4 million in net 

first such comprehensive DSM study undertake 

indicated that it w 



Residential portion of its DSM Portfolio Plan, with 12 months of actual data, for final 
Commission approval. Thirteen months was chosen because: 1) it will allow APS one month to 
prepare its filing based on a full year of experience with the programs thus removing any 
seasonal variations, 2) the baseline study will have been completed and sufficient time for 
analysis of its findings will have passed, 3) a full year of actual charges against the various 
budget categories will have accrued, 4) enough time will have passed to give some indication of 
which programs are attracting participation and which are not, and 5) the IC will have had 

should include information on the status of the programs and explain changes that were made to 
budgets, incentive levels, and program implementation. In addition, APS should also file 
detailed information regarding its Planning and Administration budget and expenses for 
consideration at that time, detailed information about Schools Program participation and budget 
levels, schools participation in other Non-Residential DSM programs, and identify efforts that 

Societal Cost Test analyses utilizing the new baseline data. At that time, the Commission would 
have the opportunity to make any adjustments or program changes deemed necessary which 
could include modificati 

, 

I 

I 

I 

APS has made to increase the funding levels for the Schools program. The study should include 

1. Staff recomm M programs (Schools, 
ew Construction and Major 
ilder Operator Training, and 
n program modifications and 

Non-Residential Existing Facilities, Non-Residenti 
Renovation, Small Non-Residential, Non-Residenti 
Non-Residential Energy Information Services) with 



e, school representatives and’ 



NR Small program be set at $150,000 per budget year. Staff also rec 
the fkture, APS would like to provide for an 
provide such details in the 13-mo 

Staff recommends that APS id 
studies for which associated projects were not completed through the verification process. 
This information should be p 
filing that Staff is recommending. 

16. Staff recommends that as part of the application process or 
APS require customers to acknowledge that the customer will install all applicable 
prescriptive or custom measures. 
the verification process, APS reco 

that were not installed 

17. Staff recommends the incentives 
Facility Maintenance Technician Training (50 percent of $895) and $597.50 for the 
Builder Operator Training (50 percent of $1,195) or 50 percent of the participant’s cost, 
whichever is less. Staff also recommends that these incentives be paid to the ELA after 
verification that the participant completed all required course work. 

18. Staff recommends that, within 90 days after approval of this item, APS submit a detailed 
Marketing Plan for Staff review. The Marketing Plan should, at a minimum, include all 
Program Marketing budget items and their anticipated expenses, details on the division of 
marketing activities between APS and contractors, and the types of marketing pieces that 
APS plans to develop to promote the Non-Residential programs. Staff Wher  
recommends that APS provide copies of ithin 

development of each piece. 

19. Staff recommends that APS not be allowed to recover P1 d Administration 
expenses at this time. APS could request approval of its Planning and Administration 

all financial inc 

commissioning study 
ssistance incentiv 
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