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1 5 BY THE COMMIS S ION:

16

Open Meeting
June 26 and 27 2007
Phoenix, Arizona

FINDINGS  OF FACT

17 1. S outhwe s t Ga s  Corpora tion ("S outhwe s t") is  e nga ge d in providing na tura l ga s

18 within portions  of Arizona , pursuant to authority granted by the  Arizona  Corpora tion Commiss ion.

19 2. On June  26, 2006, S outhwe s t Ga s  Corpora tion ("S outhwe s t") tile d a n a pplica tion

20

21 No. 68487 re quire d tha t the  Compa ny file  de ta ile d de scriptions  of its  DS M progra ms  within 120

22 da ys  of the  Commis s ion's  Fe brua ry 23, 2006 Orde r a pproving ra te  cha nge s  e ffe ctive  Ma rch 1,

2006.23

24 3.

25 Adva nta ge  P lus  ("EAP lus ") progra m in e xis te nce  s ince  1996.

26 de ma nd-s ide  ma na ge me nt ("DS M") progra ms  in  S outhwe s t's  2006 Arizona  De ma nd S ide

27

28 new and higher s tandards  for ce rtifica tion of energy e fficient homes.

I
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Th e  E n viro n me n ta l P ro te c tio n  Ag e n c y ("E P A"),  th e  In te rn a tio n a l E n e rg y

Cons e rva tion Code  ("IECC"), a nd the  Re s ide ntia l Ene rgy S e rvice s  Ne twork ("RES NET") ha ve

introduce d ne w, more  s tringe nt, guide line s  for building a nd te s ting e ne rgy e fficie nt home s .

Changes in these  guidelines, and changes in the  housing market, have  led to a  decrease  in program

participa tion, a s  discussed be low.

5.

ce rtifica tion to  s ingle -fa mily production home s  in  the  Tucs on a re a . S outhwe s t works  with

re s ide ntia l home  builde rs  to a s s is t the m in cons tructing more  e ne rgy e fficie nt home s  through

e nha nce me nts  to the rma l s he ll cons truction, me cha nica l s ys te ms  a nd fie ld ve rifica tion. No

financia l incentives  a re  provided to pa rticipa ting builde rs .

6. In orde r to be  ce rtifie d, a n Ene rgy S ta r home  mus t be  a t le a s t 15 pe rce nt more

12 e ne rgy e fficie nt tha n home s  built unde r the  curre nt Inte rna tiona l Ene rgy Cons e rva tion Code

("IECC"). To be  e ligible  to pa rticipa te  in the  Southwe s t progra m, home s  mus t use  na tura l ga s  for

14 home and wate r hea ting, builde rs  must regis te r with the  EPA as  Energy S ta r pa rtners  and agree  to

1 3

15 build us ing Energy Sta r s tandards .

7. In its  progra m pla n, S outhwe s t origina lly propose d to incre a se  the  Ene rgy S ta r o

17 budge t from $250,000 to $450,000, by shifting $200,000 from the  propose d Consume r P roducts

18 program budge t. (This  shift would reduce  the  Consumer Products  proposed program budge t from

19 $1,000,000 to $800,000.) The  rea lloca tion in funding from the  Consumer Products  program to the

20

21

22 home.

1 6

23

24

25

26

27

28

Increased cos ts  of compliance  and a  downturn in the  housing marke t have  reduced

will recover and increase  through 2009 (see  be low). For 2007, Southwest has  reduced its  proposed

2007 budge t to $350,000, propos ing a n incre a s e  to $450,000 for 2008 a nd 2009. S ta ff ha s

recommended tha t the  budget remain a t $250,000 for 2007, with increases to $350,000 in 2008 and

to $450,000 in 2009, if pa rticipa tion improves  to the  extent currently predicted by Southwest.

4.

8.
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10. As  pa rt of its  e ffort to  incre a s e  pa rticipa tion, S outhwe s t now pla ns  to  e xpa nd

11

12 would not be  cos t-e ffective  to implement wha t was  then the  EAPlus  program in Phoenix, because

13 builde rs  we re  a lre a dy building a t a pproxima te ly 20 pe rce nt a bove  the  the n-e xis ting e ne rgy

14 standards. S outhwe s t be lie ve s  tha t the  ne wly incre a s e d cos ts  of complia nce  a nd the  curre nt

15 hous ing downturn have  decreased above-s tandard building, and tha t the  Phoenix hous ing marke t

16

17 11. S ta ff ha s  re comme nde d tha t S outhwe s t continue  to work towa rd e xpa nding its

18

19 me tropolita n a re a . S ta ff ha s  re comme nde d tha t S outhwe s t continue  to work towa rd improving

1

2 3,000 origina lly pla nne d. For 2007, e s tima te d progra m pa rticipa tion wa s  origina lly s e t a t 4,200

3

4 P a rt of the  origina l e s tima te  of 4,200, a pproxima te ly 800

5 home s , wa s  to be  a chie ve d through e xpa ns ion of the  progra m to Cochis e  County, but thos e

6

7 costs  of compliance . Participa tion by builders  in the  Tucson a rea  has  a lso decreased. Southwest is

8

9 built in 2008 and 4,500 in 2009.

10

20 builde r pa rticipa tion in the  Tucson a rea .

21 12.

22 include  the  following: (i) the  EP A ha s  ins titute d a  The rma l Bypa s s  Che cklis t ("TBC"), which

23 re quire s  re vise d insula tion a nd fra ming pra ctice s , home s  mus t a lso include  a t le a s t five  Ene rgy

24

25 respect to Windows, and (iii) RESNET has  increased te s ting requirements , so tha t the  pe rcentage

26 of tested homes is  expected to increase  from 15 percent to 25-30 percent.

27 13. Highe r s ta nda rds  for complia nce  ha ve  incre a se d the  incre me nta l cos t of me e ting

28 Energy S ta r s tandards  to $500 to $600 per home. Approximate ly $200 of the  additiona l cos ts  a rise

9.

DeciS ion No. 69665



Proposed Budgets Original 2007.. Revised 2007

Proglam Implementations $380,800 $175,000

C0]nlnunl(;a\I0n3 $28,000 $55,000

Outreach Events' $5,000 $30,000

Training and Educat1on5 $16,800 $52,000

andMeasurement

Evaluations

$13,000 $28,000

Other Administrative Costs7 $6,400 $10,000

Total $450,000 $350,000

4»
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1

2

3

a nd fra ming a ccount for mos t of the  re ma ining incre a se . In home s  with more  tha n one  s tory, or

with ca thedra l ce ilings , porches  and lofts , the  incrementa l cos t of compliance  could be  as  much as

4 $1,000.

5 14.

6

7

8

9

As s ta ted above , Southwes t ha s  decrea sed its  proposed budge t from $450,000 to

$350,000 for 2007, increas ing to $450,000 in 2008 and 2009. Southwest has  rea lloca ted amounts

within the  budge t from imple me nta tion to ma rke ting, tra ining, monitoring a nd a dminis tra tion, this

is  due  to decreased participa tion and is  intended to improve  program vis ibility and address  changes

in building/te s ting s ta nda rds . Be low a re  the  origina l a nd re vis e d figure s  for e a ch ca te gory, for

10 2007:

1 1

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

20

21 15.

22

23

S outhwe s t's  propos e d budge t for 2007 combine s  one -ha lf its  curre nt $250,000

budge t, cove ring the  firs t ha lf of 2007, and one -ha lf of its  origina lly proposed budge t of $450,000,

or $225,000.

24

25

26

27

28

l Budget allocations for 2008 and 2009 will be detemlined based on program needs.

2 Inspections and testing.

3 Newspapers, magazines and brochures.

4 Trade shows, displays and handouts.

5 Seminars and workshops.

6 RESNET rating fees and REWRate® software.

7 Ofllce supplies and travel expenses.

De cis ion No. 69665
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1 16.

2 progra m funding be  ma inta ine d a t its  e xis ting le ve l of $250,000. Le ve ls  of pa rticipa tion in the

3 program a re  currently much lower than anticipa ted and, in its  March 31, 2007, semi-annua l report,

4 S outhwe s t indica te s  tha t only $l59,3ll, wa s  s pe nt on the  progra m in 2006, out of a  $250,000

5 annual budget. S ta ff a lso recommends increasing the  proposed budget to $350,000 for 2008 and to

6 $450,000 in 2009, if the  le ve l of pa rticipa tion incre a se s  a s  a nticipa te d. S ta ff be lie ve s  tha t a  more

7 gradua l increase  in budge t will avoid concentra ting DSM resources  in a  program where  spending,

8 a nd pa rticipa tion, a re  curre ntly lowe r tha n a nticipa te d, while  a lso providing sufficie nt funding to

9 expand the program and address changes in standards and increased costs of marketing.

10 17. S ta ff ha s  a lso re comme nde d tha t the  numbe r of home s  ce rtifie d unde r the  Ene rgy

11 S ta ff has

12 re comme nde d tha t S outhwe s t re vis it the  progra m to de te rmine  whe the r a djus tme nts , including

13 builde r incentives , should be  conside red as  a  means  of improving participa tion.

14 18. In its  September 30, 2006 semi-annua l DSM report, Southwes t s ta ted tha t program

15 communica tion wa s  curta ile d, be ca use  builde rs  we re  a wa re  of the  progra m a nd did not re quire

16 re cruitme nt. In  light of re ce nt de cre a s e s  in  builde r pa rticipa tion more  a ctive  re cniitme nt is

17 ne ce ssa ry, a nd S outhwe s t is  incre a s ing its  ma rke ting e fforts  in orde r to e nlis t more  builde rs  a nd

18

19 19. S outhwe s t be ga n a dve rtis ing  b imonthly in  Tucs on Life s tyle  Ma ga zine 's  Ne w

20

21 In a ddition, S outhwe s t a dve rtis e d in  the  De ce mbe r 2006 S outhe rn  Arizona  Home  Builde rs

22 As s ocia tion ("S AHBA") ma ga zine . S outhwe s t a ls o pla ns  to produce  brochure s  for s ubdivis ion

23 s ite s  a nd to pa rticipa te  in the  S outhe rn Arizona  Home  Builde r Associa tion spring a nd fa ll home

24 shows.

25 20.

26 progra m both in Tucs on a nd in the  a re a s  whe re  it inte nds  to e xpa nd. S ta ff ha s  a ls o re comme nde d

27 tha t S outhwe s t monitor its  ma rke ting progra m to de te rmine  the  mos t e ffe ctive  me a ns  of improving

28 progra m pa rticipa tion a nd tha t s pe nding 011 ma rke ting be  a djus te d a ccordingly.

.1
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1 21.

2

3

5

6 22.

7

8

9

10

11

13

15

16

17

18

19

20 24.

21

22

23

24

25

26

27

28

P la nning e mploye e s , with a s s is ta nce  from S outhwe s t's  DS M s ta ff S outhwe s t a ls o contra cts  with

a n outs ide  compa ny for te s ting, ins pe c tions , tra ining a nd pla n a na lys is . In  a ddition, the  Arizona

4 De p a rtm e n t  o f C o m m e rc e  E n e rg y O ffic e  ("AE O ") p ro v id e s  c o n s u lta t io n  a n d  a d v ic e  o n

following thre e  a re a s : (i) mode l p la ns  a re  re vie we d  th rough  the  REM/Ra te  re s ide n tia l e ne rgy

s oftwa re , ne e de d e ffic ie ncy improve me nts  a re  ide ntifie d  a nd a  s pe c ifica tion  pa cka ge  inc luding

re quire d  e ffic ie nc ie s  is  de te rmine d , (ii) s upe rvis ors , tra de  worke rs  a nd  cons truc tion  s ta ff a re

tra ine d in  groups  a nd individua lly on building s ta nda rds , while  s a le s  s ta ff is  tra ine d in  ma rke ting

12 te s ting with re s pe ct to ins ula tion, Windows  a nd fra ming, ductwork a nd infiltra tion.

23. As  dis cus s e d in the  Ne w Building S ta nda rds  s e ction, S outhwe s t curre ntly te s ts  15

14 pe rce nt of the  home s , a nd be lie ve s  tha t th is  will ris e  to  25-30 pe rce nt unde r the  ne w s ta nda rds .

bu ilde rs  ha ve  to  s ign  off on  the  the rma l bypa s s  che cklis t,  a gre e ing  to  re pa ir a ny de fe c ts . with

re s pe ct to the  ove ra ll progra m, RES NET e va lua te s  S outhwe s t's  pe rforma nce  on a n a nnua l ba s is ,

a nd S outhwe s t file s  s e mi-a nnua l DS M re ports  with the  Commis s ion, re porting on pa rtic ipa tion a nd

ce rtifica tion le ve ls , a mong othe r ite ms . (S e e  the  s e ction on Re porting Re quire me nts , be low.)

progra m is  4 .39 . S outhwe s t's  e s tima te  de rive s , prima rily, from ga s  a nd e le c tric  s a vings  a ris ing

from in s u la tion  upg ra de s  a nd  the rma l bypa s s  me a s u re s  tha t improve  the  the rma l e nve lope .

ligh ting , a nd  h igh-e ffic ie nc y ga s  wa te r he a te rs .

mode ling  s oftwa re  to  e s ta b lis h  the  e ne rgy s a vings  us e d  to  me a s ure  cos t-e ffe c tive ne s s  fo r its

25 . S ta ff re lie d  o n  e n e rg y s a vin g s  fro m  im p ro ve m e n ts  to  th e  th e rm a l e n ve lo p e  in

e s ta blis hing a  cos t-e ffe c tive ne s s  ra tio  of 4 .15. S ince  builde rs  ca n choos e  from a  lis t of Ene rgy

De cis ion No. 69665



Annual Savings COL (lbs) no, (lbs) So, (lbs) H10 (gallons)

2007 4,689,593 880 22 1,191,576

2008 10,049,128 1 ,885 47 2,553,377

2009 15,073,692 2,827 71 3,830,066

Lifetime Savings 691 ,932,969 129,785 3,245 175,812,848

P age  7 Docke t No. G-0155 lA-04-0876

1

2 be  cle a rly e s ta blis he d, S ta ff did not include  a pplia nce s  in its  e va lua tion.

26. S outhwe s t ha s  a ls o  lis te d s ignifica nt re duc tions  in  ca rbon dioxide , n itroge n oxide3

4 a n d  s u lfu r o xid e  e m is s io n s ,  a lo n g  with  re d u c e d  wa te r c o n s u m p tio n . The s e  .e s tima te d  on

5

6

e nvironme nta l sa vings  we re  provide d on both a  ye a rly a nd life time  ba s is  (se e  Appe ndix C of the

a pplica tion). Be ca use  lowe r pa rticipa tion le ve ls  impa cte d Southwe s t's  e ne rgy a nd e nvironme nta l

7 s a vings  e s tima te s , S outhwe s t upda te d its  e s tima te s  for e nvironme nta l be ne fits . The  re vis e d

estimates  a re  included be low:8

9 REVISED ENVIRONMENTAL BENEFITS

10

11

12

13

14
27.

15

16

17

18

19

20

21

22

23

24
28.

25

26

S o u th we s t re p o rts  its  re s id e n tia l n e w c o n s tru c tio n  p ro g ra m  in  its  s e m i-a n n u a l

de ma nd-s ide  ma na ge me nt re ports  file d  with  the  Commis s ion . Through 2006, the  progra m wa s

re porte d on a s  Ene rgy Adva nta ge  P lus , but with the  ne w e ne rgy e fficie ncy s ta nda rds  in pla ce  a s  of

informa tion  on  (i) a c tua l p rogra m cos ts ; (ii) pa rtic ipa tion , ins pe c tions  a nd  e ne rgy s a vings , (iii)

p rog ra m c ommunic a tions ,  (iv) p rog ra m e va lua tion ,  a nd  (v) fu tu re  de ve lopme n ts . S ta ff ha s

re comme nde d tha t the  s e mi-a nnua l DS M re ports  s hould continue  a nd s hould include  re porting on

S outhwe s t's  e fforts  to e xpa nd the  progra m be yond the  Tucs on a re a . S ta ff ha s  a ls o re comme nde d

tha t S outhwe s t inc lude  informa tion on its  ma rke ting e fforts  in  the  s e mi-a nnua l re ports , inc luding

informa tion on whe re  ma rke ting is  dire cte d.

The re  ha s  be e n  confus ion  re ga rd ing  the  tiling  de a dline s  for the  S outhwe s t Ga s '

s e mi-a nnua l DS M re ports . For purpos e s  of c la rifica tion, S ta ff ha s  re comme nde d tha t S outhwe s t

file  its  s e mi-a nnua l re ports  on Ma rch 31 a nd S e pte mbe r 30 of e a ch ye a r.
27

28

De cis ion No. 69665
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1

2

3

4

29. Staff has  recommended tha t the  budget remain a t $250,000 for 2007, with increases

to $350,000 in 2008 a nd to $450,000 in 2009, if pa rticipa tion improve s  tithe  e xte nt curre ntly

predicted by SoUthwest.

30. S ta ff ha s  re comme nde d tha t S outhwe s t continue  to work towa rd e xpa nding its

me tropolitan a rea . S ta ff has  a lso recommended tha t Southwest continue  to work toward improving

7 builde r pa rticipa tion in the  Tucson a rea .

8 31. S ta ff ha s  a lso recommended tha t the  number of homes  ce rtified unde r the  Ene rgy

9 S ta ff has

10 re comme nde d tha t S outhwe s t re vis it the  progra m to de te rmine  whe the r a djus tme nts , including

l l builde r incentives , should be  considered as  a  means  of improving participa tion.

12 32.

13 program both in Tucson and in the  a reas  where  it intends  to expand. S ta ff has a lso recommended

14 tha t Southwest monitor its  marke ting program to de te rmine  the  most e ffective  means  of improving

15 program participa tion and tha t spending on marke ting be  adjus ted accordingly.

16 33. S ta ff ha s  re comme nde d tha t the  s e mi-a nnua l DS M re ports  s hould continue  a nd

17 should include  re porting on Southwe s t's  e fforts  to e xpa nd the  progra m be yond the  Tucson a re a .

18 S ta ff ha s  a ls o re comme nde d tha t S outhwe s t include  informa tion on its  ma rke ting e fforts  in the

19 semi-annua l reports , including informa tion on where  marke ting is  directed.

20 34. Staff has  recommended tha t Southwest file  its  semi-annual reports  on March 31 and

21 September 30 of each year.

5

6

22

23

24

CONCLUS IONS  OF LAW

1, S outhwe s t is  a n Arizona  public s e rvice  corpora tion within the  me a ning of Article

XV, Se ction 2, of the  Arizona  Cons titution.

The  Commiss ion has  jurisdiction over Southwest and over the  subject ma tte r of the25 2.

26 a pplica tion.

27

28

De cis ion No. 69665
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3. The  Commiss ion, ha ving re vie we d the  a pplica tion a nd S ta ffs  Me mora ndum da te d

2

discussed herein.

1

3

4 ORDER

6 for 2007, with increases  to $350,000 in 2008 and to $450,000 in 2009, if pa rticipa tion improves  to

7 the  extent currently predicted by Southwest.

8 IT IS  FURTHER ORDERED tha t S ou thwe s t con tinue  to  work towa rd  e xpa nding  its

9

10 me tropolita n a re a , a nd tha t S outhwe s t continue  to work towa rd improving builde r pa rticipa tion in

l l the Tucson area.

12

5

13 progra m be  ca re fu lly tra cke d, a nd  tha t, if ce rtifica tion  a nd pa rtic ipa tion  le ve ls  re ma in  low,

14 S outhwe s t re vis it the  progra m to de te rmine  whe the r a djus tme nts , including builde r ince ntive s ,

15 should be  considered as  a  means of improving participa tion.

16

17 Tucson and in the  areas where  it intends to expand.

18 IT IS  FURTHER ORDERED tha t S outhwe s t monitor its  ma rke ting progra m to de te rmine

19 the  mos t e ffe ctive  me a ns  of improving progra m pa rticipa tion, a nd tha t spe nding on ma rke ting be

20 adjus ted accordingly.

21 IT IS  FURTHER ORDERED tha t the  s e mi-a nnua l DS M re ports  s hould  continue  a nd

22 should include  re porting on Southwe s t's  e fforts  to e xpa nd the  progra m be yond the  Tucson a re a ,

23 a nd tha t S outhwe s t include  informa tion on its  ma rke ting e fforts  in  its  s e mi-a nnua l re ports ,

24 including informa tion on whe re  marke ting is  directed.

25

26

27

28

De cis ion No. 69665



. (  .
ANCHA COMMIS S IONER

//.7 ' L.. 9.444 J

Page 10 Docke t No. G-01551A-04-0-76

BY THE ORDER OF THE ARIZONA CORPORATION COMMISSION

1 IT IS  FURTHER ORDERED tha t S outhwe s t .file  its  s e mi-a nnua l re ports  on Ma rch 31 a nd

2 September 30 of each year.

3 IT IS  FURTHER ORDERED tha t this  De cis ion sha ll be come  e ffe ctive  imme dia te ly.

4

5

6

7

8
. r /,/,.4-.,_

9___

10
16 oM1 §1oNER COMMISSIONER c6m¢frs§1onER

Commis s ion  to  be  a ffixe d  a t the  Ca pito l
Phoe nix, this & 8 ' *

IN WITNESS WHEREOF, I BRIAN c. McNEIL, Executive
Director of the Arizona Corporation Commission, have
hereunto, set my hand and caused the official seal of this

,  in
day of (J (A. z~.@_/

th e  City o f
, 2007.

'BF
Executive

DIS S ENT:

12

13

14

15

16

17

18

19

2 0 DIS S E NT:

2 1

22

23

2 4

25

26

2 7

28

EGJ  :JMK:tdp\JMA
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1

2

SERVICE LIST FOR: Southwest Gas Corporation
DOCKET no. G-01551A-04-0876

3

4

5

6

7

Ms. Debra S. Jacobsen
Director, Government and
Sta te  Regula tory Affa irs
Southwest Gas Corpora tion
5241 Spring Mounta in Road
Pos t Office  Box 98510
Las Vegas, Nevada 89193-8510

8

9

10

Mr. Ernest G. Johnson
Dire ctor, Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, Arizona  85007
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Mr. Chris tophe r C. Ke mple y
Chie f Counse l
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, Arizona  85007
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De cis ion No. 69665


