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15 BY THE COMMIS S ION:

Open Meeting
February 12 and 13, 2008
Phoenix. Arizona

16 FINDINGS  OF FACT

17 UNS  Ga s , Inc. ("UNS " or the  "Compa ny") 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 Ma y 4, 2007, UNS  Ga s  file d a n a pplica tion for a pprova l of its  De ma nd-S ide

20 Management P rogram Portfolio P lan ("P lan"). The  P lan includes  the  following four programs:

21 3. Low-Income Wea the riza tion

22 UNS  Ga s  propos e s  to  move  the  e xis ting Low-Income  We a the riza tion ("LIW")

23 program into its  DSM portfolio. The  Company a ls o propos es  to increas e  the  program budge t, and

24 offe r a n  e xpa nde d  s e t o f e ffic ie ncy we a the riza tion  me a s ure s  a nd  s e rvice s  to  low-income

25 cus tomers .

26

27

28

1.



Low Income  We a the nza tion $113,400

Efficle nt Home  He a ting $300,000

Energy Smart Homes $420,000

Commercia l and Indus tria l $200,000

8

g;
$1,033,400-

»
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1

2

3

5

Efficie nt Home  He a ling

Th e  p ro p o s e d  E ffic ie n t Ho me  He a tin g  ("E HH") P ro g ra m wo u ld  b e  n e wly

imple me nte d. Unde r the  progra m, ince ntive s  would be  provide d to re s ide ntia l a nd multi-fa mily

4 homeowners  to inves t in ene rgy-e fficient, gas-fue led furnaces  with a  90 pe rcent or grea te r Annua l

Fue l Utiliza tion Efficie ncy ("AFUE") ra ting.

Energy Smart Homes6

7 The  propose d UNS  Ga s  Ene rgy S ma rt Home s  ("ES H") P rogra m would be  ne wly-

imple me nte d. Unde r the  progra m, ince ntive s  would be  provide d to builde rs  to promote  home s

9 built to meet 2006 Energy Star8J  Home performance  requirements .

8

1 0 Comme rcia l a nd Indus tria l Fa cilitie s  Ga s  Efficie ncy

a nd  Indus tria l Fa cilitie s1 1 The  propos e d Comme rcia l G a s  E ffic ie n c y ("C&I")

12 P rogra m would be  ne wly imple me nte d. Unde r the  progra m, pre s criptive  ince ntive s  would be

provide d to owne rs  a nd ope ra tors  of non-re s ide ntia l fa cilitie s  for ins ta lla tion of e ne rgy-e fficie nt1 3

14 restaurant equipment, and heating and cooling systems.

The  tota l proposed budge t for the  UNS Gas  DSM Portfolio is  shown be low:1 5

1 6

1 7

1 8

1 9

20

2 1

22 More  de ta iled descriptions  of the  four UNS Gas  DSM programs  follow be low.

Low-Income Weatherization

24

25

26

27

28

Progra m De scription

Goa ls . The  prima ry goa l of the  LIW P rogra m is  to fund we a the riza tion of low-

income  home s . We a the riza tion re duce s  e ne rgy cos ts  a nd improve s  comfort a nd sa fe ty for low-

income  cus tomers . The  LIW Program would a lso conse rve  ene rgy, re sulting in a  reduction of both

e lectric and gas  consumption. Proposed changes  to the  current LIW Program include  an increase

23

4.

5.

6.

7.

8.
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1

2

3 9.

5

in funding(from $75,000 to $113,400), a n e xpa nde d s e t of e fficie ncy me a s ure s  a nd tra cking to

establish and verify energy savings rea lized by the  program.

Elig ib ility. The  LIW P rogra m is  a va ila ble  to UNS  Ga s  re s ide ntia l cus tome rs  with

4 household incomes  le ss  than or equa l to 150 pe rcent of the  fede ra l pove rty guide lines . (Currently,

150 pe rce nt of the  fe de ra l pove rty guide line s  would be  $15,315 for a  one -pe rson house hold a nd

$30,975 for a  four-pe rson household). The  LIW program is  the  only UNS Gas  DSM program with6

7 income  re quire me nts .

10 .8 In the  UNS  Ga s  te lTitory, home s  e ligible  for the  LIW progra m cons is t prima rily of

9

10

olde r mobile  home s , a long with s ingle -fa mily home s  cons tructe d of s lump block a nd/or wood

flame  cons truction. Homes  a re  prioritized based on factors  tha t include  the  following:

11

12

No he a t in the  winte r, or no .cooling in the  s umme r,

Elde rly or m inors  in the  hous e hold;

P hys ica l ha ndica ps  or illne s s , a nd

Num be r of pe ople  in  the  hous e hold!13

14 11.

15

16

17

Weatheriza tion Measures . Unde r the  LIW Progra m, we a the riza tion would be done

in accordance  with the  Wea the riza tion Ass is tance  P rogram ("WAP"). WAP is  funded by the  U.S .

De pa rtme nt of Ene rgy a nd a dminis te re d by the  Arizona  De pa rtme nt of Comme rce  Ene rgy Office

("AEO"). The  ma jor we a the riza tion me a sure s  would ge ne ra lly fa ll into four ca te gorie s :

18

19

Du c t re p a ir,
P re s s ure  ma na ge me nt/intiltra tion control,

Attic  ins ula tion, a nd

Re pa ir or re pla ce me nt of non-functiona l or ha za rdous  a pplia nce s .20

2 1 12. with re spe ct to the  la s t ite m, ne ithe r ins ta lla tion nor re pa ir of e quipme nt would be

22 DSM measures, because  these  would result in more  energy use , not less.

23 13. The  a ctua l me a sure s  ins ta lle d in a  spe cific home  would be  ba se d on a n on-s ite  a udit

24 and would be required to meet WAP cost-effectiveness tests.

25

26

27

28 ' WAP rules indicate that "high energy consuming housing" is a priority, and energy consumption rises as the number of residents in a home
increases.

De c is ion  No. 70180
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1 14. Additional Weatherization Measures. In addition to the above major weatherization

2

3

5

6 15.

7

e fforts  a dditiona l me a s ure s  ma y include  the  following lowe r-cos t ite ms : (i) compa ct fluore s ce nt

la mps  ("CFLs") will be  ins ta lle d, if not a lre a dy in pla ce ; (ii) wa te r he a te r bla nke ts  willbe  ins ta lle d,

4- if appropria te  unde r hea lth and sa fe ty rule s , (iii) low-flow shower heads  and (iv) fauce t a e ra tors .2

(The  la s t two ite ms  will be  ins ta lle d, if cos t-e ffe ctive  a nd if funding is  a va ila ble .)

Hea lth and Sa fe ty Me a sure s . Community a ction a ge ncie s  a re  a llowe d to use  up to

25 pe rcent of the  UNS Gas  funding for hea lth and sa fe ty measure s . Hea lth and sa fe ty measure s

a re  not cons ide re d we a the riza tion, but ma y be  re quire d in orde r to a llow e ffe ctive  we a the riza tion8

and to protect cus tomers . Exa mple s  of the se  me a sure s  include  work re quire dth a ddre ss  rotting

11 16.

10 wood, mold or unsanita ry conditions , lack of ventila tion or potentia l fire  haza rds .

S ta ff ha s  re comme nde d tha t, a lthough he a lth a nd sa fe ty me a sure s  a re  importa nt,

DS M funding s hould be  utilize d whe ne ve r pos s ible  for we a the riza tion a ctivitie s  tha t cons e rve12

13

14

15

17

18

19 through (iv), unde r "Additiona l We a the riza tion  Me a s ure s ",

20

21

22

23

24 18.

e ne rgy. In ca s e s  whe re  a lte rna te  funding s ource s  a re  a va ila ble , thos e  funds  s hould be  utilize d for

a ny non-we a the riza tion a ctivitie s  be fore  DS M funding is  ta ppe d. In no e ve nt a re  he a lth a nd s a fe ty

c os ts  to  e xc e e d  25  pe rc e n t o f the  UNS  G a s  LlW  p rog ra m  budge t.  LIW  p rog ra m  DS M fund ing

16 use d for a ny he a lth a nd sa fe ty me a sure  mus t be  tra cke d a ga ins t this  25 pe rce nt ca p. .

17 . Eme rge ncy Home  Re pa ir. Com m unity a c tion  a ge nc ie s  pa rtic ipa ting  in  the  UNS

G a s  we a the riz a tion  p rog ra m  will a ls o  be  a s ke d  to  in s ta ll the  lowe r c os t m e a s u re s  lis te d  in  (i)

in  h o m e s  wh e re  th e y  p e r fo rm

e m e rge ncy re pa irs .  (Age ncie s  pe rform  e m e rge ncy re pa irs  a s  pa rt of progra m s  s uch a s  the  Utility

Re pa ir,  Re p la c e  a nd  De pos it P rogra m  ("URRD"). ) The  UNS  G a s  LIW  progra m  wou ld  no t fund

the  e m e rge ncy re pa irs ,  bu t would  provide  a dditiona l,  a lte rna tive ,  funding  for ins ta lla tion  of the

lowe r-cos t e ne rgy e fficie ncy me a s ure s .

The  a ve ra ge  cos t for ins ta lling a ll four me a s ure s  is  e s tima te d a t a pproxima te ly $40

pe r hom e . If a ll hom e s  from  bo th  the  m a in  we a the riza tion  p rogra m  a nd  the  e m e rge ncy hom e25

26

27

28 1 Faucet aerators provide energy and water savings, and limit wastewater.

9
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1 re pa ir compone nt re ce ive d the s e  ins ta lla tions  the  e s tima te d cos t would be  28 pe rce nt of the

proposed average  funding

S ta ff recommends  tha t CFLs  be  excluded a s  a  measure  for homes  wea the rize s  a s19.

4 pa rt o f the  UNS  Ga S  LIW progra m. This  re comme nda tion a ls o include s  home s  e nte re d by

5 pa rticipa ting community a ction a ge ncie s  a s  pa rt of the  LIW progra m's  Eme rge ncy Home  Re pa ir

6 component.

7 20. Incentives . The  UNS Gas  LIW program would provide  funding of up to $2,000 pe r

8 house  for ins ta lla tion of we a the riza tion a nd he a lth/s a fe ty me a sure s . (Age ncie s  ma y re que s t a

9

10

11

waiver of this  cap on a  case -by-case  bas is .4) While  the  program portfolio re fe rs  to these  payments

a s  "ince ntive s ," the s e  pa yme nts  re pre s e nt re imburs e me nts  to community a ction a ge ncie s  for

comple ted wea the riza tion work done  on low-income homes.

12 21.

13

14

15

16

De live ry S tra te gv

P ro mo tio n  a n d  d e live ry o f th e  LIW P ro g ra m wo u ld  b e  o u ts o u rce d  to  fo u r

Community Action Agencie s  ("agencie s") tha t se rve  UNS GAS se rvice  te rritorie s . Those  agencie s

include : Northe rn Arizona  Council of Gove rmne nt ("NACOG"), Coconino County Community

S e rvice s  ("CCCS "), We s te rn Arizona  Council of Gove rnme nts  ("WACOG"), a nd S outhe a s te rn

17 Arizona  Community Ac tion  P rog ra m ("S EACAP "). The  four a ge ncie s  would  de te rmine

18

19

20

21 22.

22

pa rticipa nt e ligibility a nd priority, in a dditioN to comple ting a ll work. P rogra m a dminis tra tion,

ma rke ting, pla nning, coordina tion, la bor, ma te ria ls , e quipme nt a nd e nte ring re sults  into tra cking

software  would a lso be  provided by the  four agencies .

The  a ge ncie s  would  be  a llowe d to  us e  UNS  Ga s  funding  for we a the riza tion

measures  up to the  maximum a llowance  of $2,000 per home (unless  a  wa iver is  granted). Funding

from UNS Ga s  will be  limite d to ins ta lla tion of me a sure s  which me e t the  cos t-e ffe ctive ne ss  te s ts23

a nd priority outline d in the  WAP rule s .

25

26

27

28
"with a 3% annual increase, the average budget for the LIW over live years would be $l20,4l l.
4 An example of the type of situation where a waiver may be requested is when the HVAC system needs to be replaced and the home also requires
major weatherization.

8

2

24
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I'll

1 23.

2

Ma rke ting

The  LIW Program would be  marke ted through:

4

UNS Gas employees* _
Re fe rra ls  from the  loca l De pa rtme nt of Economic S e curity ("DES "),
Health care  service  agencies , and individual Caseworkers , and
The  UNS Gas  website . .5

6

7

8

9

24. Agencies  a re  a llowed to use  some UNS Gas  funding for marke ting. Some agencies

have  indica ted tha t additiona l marke ting may increase  the  current 18-24 month backlog of homes

wa iting for wea the riza tion. The  Company indica te s  tha t, due  to the  hous ing downturn, the re  is  no

longe r a  shortage  of skilled worke rs  for wea the riza tion work in the  UNS a rea , and tha t the  current

10 backlog is  due  to lack of funding.

25. UNS  Ga s  should cons ide r shifting a ny unuse d funding from othe r UNS  Ga s  DS M11

12 progra ms  into LIW, if fe a s ible .

13 26.

14

15 a s  fo llows : (1 ) NACO G

Program Budge t

LIW funding will be  dis tributed among the  pa rticipa ting community action agencie s

15 pe rce nt, (3) WACOG - 25 pe rce nt, a nd55 pe rce nt; (2) CCCS

16

17

18

19

20 27.

21

22

23

SEACAP - 5 pe rce nt. Curre ntly, a pproxima te ly 10 pe rce nt of LIW funding goe s  to a dminis tra tive

overhead for the  pa rticipa ting agencies , and UNS Gas  anticipa tes  a  s imila r leve l of funding for the

proposed enhanced program, The  va rying amounts  dis tributed to the  above  agencie s  a re  ba sed,

approximate ly, on the  geographic dis tribution of UNS Gas  cus tomers .

The  ta ble  be low provide s  the  e xpe cte d a nnua l budge ts  for the  LIW progra m from

2008 through 2012. For its  2008 LIW P rogra m, UNS  Ga s  is  propos ing to incre a s e  a va ila ble

funding from $71,500 to $113,400. UNS Gas  has  a lso a llowed for a  3 pe rcent annua l increase  to

compensa te  for infla tion.

24

25

26

27

28

3
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a
" A ..Year 2*2908 z009 2010 A2011 4.» 2912

Tota l Budget $113,400 $116,802 $120,306 $123,915 $127,633

Incentlves $96,621 $99,520 $102,506 $105,581 $108,748

Admlnlstratlve, Rebate Processing
and InspectIon, and Evaluation,
Momtormg and Venficatxon
( EM&V ) Costs5 $13,779 $14,282 $14 800 $15,334 $15,885
Support Actlvity Labor (AEO) $3,000 $3,000 $3,000 $3,000 $3,000

P a g e  7 Docke t No. G-04204A-07-0274

2008 - 2012 Proposed LIW Program Budget

28. For 2008, if the  pe r-home  ma ximum of $2,000 is  s pe nt, the  a ve ra ge  tota l cos t to

8 We a the rize  e a ch home  would be  a pproxima te ly $2,268 ($113,400 50).  Th is  a moun t wou ld

9

1 0

11

include  progra m cos ts , funding to re imburs e  a ge ncie s  for we a the riza tion work a nd the  cos t of

e va lua tion, monitoring a nd ve rifica tion. If le s s  tha n the  $2,000 ma ximum is  spe nt, on a  pe r home

average , the  number of homes  wea the rizes  would increase , and the  pe r-home  tota l cos t would be

1 2 lowe r

1 3 29. The 2008 Detailed Progra m Budget, below, provides additional details on LIW

14 program budget allocations within the various categories

1 5

16

1 7

1 8

1 9

20

22

24

26

27

28
This category combines the Adminismtive, EM&V and Rebate Processing and Inspection categories from the more detailed budget, below

For example, if 98homes were weatherizes (see the Program Participation section), the per-home average total cost would be $1 ,157. This figure
includes administration, outside support (from AEO) and EM & V costs, in addition to direct weatherization costs

De cis ion No 70180



Managerial & C1erical7 $5,897

Travel & Direct Expensess $0

Overheads $590

Total Administrative and0&M
Costs

$6,487

Internal Marketing Expense $0

Subcontracted Marketing Expense $0

TotalMarketing Cost" $0
. . . 11

Fmanclal Incentlves $96,621

Rebate Processing & Inspection $2,756

Total amount received by
community action ageneiesfor
implementation/Rebate
Processing" $99,377
Support Activity Labor (Arizona
Energy OfHce)13

$3,000

Total Training Cost $3,000

EM&V Research Activity $4,082
EM&V Overhea d $454

Total5m& V Cost" $4,536

TO TAL P R O G R AM B UDG E T $113,400

P a g e  8 Docke t No; G-04204A-07-0274

2008 Proposed Detailed LIW Program Budget

2

4

5

6

7

1 0

1 1

1 2

1 3

1 4
30. Progra m Pa rticipa tion

1 5

1 6

1 7

1 8

1 9

20

Thirty-s e ve n home s  we re  we a the rize s  unde r the  e xis ting progra m in 2006. During tha t

year, pa rticipa ting community action agencies  spent $37,355 out of a  budge t of $71,500," meaning

tha t an ave rage  of $1,009 was  spent to wea the rize  each home . With $99,377 budge ted for direct

imple me nta tion a nd re ba te  proce ss ing/inspe ction, UNS Ga s  proje cts  tha t 50 low~income  home s

will be  wea the rize s  unde r the  LIW program in 2008, if the  $2,000 maximum pe r house  is  spent. If

wea theriza tion spending continues  a t approximate ly $1,009 per home, UNS Gas es timates  tha t 98

homes would be  wea therizes  in 2008, with the  increased budget.
2 1

22

23

2 4

25

2 6

27

7 The Managerial and Clerical category includes design and development, program planning, program and project management and clerical
requirement.
'This is zero because travel associated with weatherization would not be reimbursed separately, but as part of a completed project. Direct Expenses,
which are costs related to attending conferences, would not be reimbursed by UNS Gas.
Office equipment, general administrative labor, office supplies, reproduction, labor for internal and subcontractor regulatory reporting.

'°Marketing is zero because some agencies have indicated that marketing the LIW program would create more backlog than currently exists. (See
page 4, under "Marketing.") '
' Refers to the amount paid to community action agencies for work related to weatherization and health/safety measures.
to The participating community action agencies are allowed to retain 10% of this total amount for administrative overhead.
3 AEO provides traininyeducation for crews on building science and data collection.
14 Reserved for work completed by the Arizona Energy Office on measurement and evaluation.
is T'he $71,500 represents the amount available to the community action agencies in 2006. The participating agencies have assured UNS Gas that
their inability to utilize the entire LIW budget in 2006 was due to temporary staffing and contractor shortages. UNS Gas has also been assured by
the agencies that, in the future, they will be able to spend the entire weatherization budget, even taking into account the proposed increase. The
Company has noted that the agencies are on track for spending the entire current budget in 2007.

28

3

1.

9

8
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1 31. Cost-Effectiveness

2

3

5

7 32.

8

9

10

11

S ta ff ca lcula te d the  be ne fit-cos t ra tio of the  LIW progra m a t 0.97, ta king into a ccount the

the m sa vings  tha t would cons titute  mos t of the  e ne rgy s a ve d through we a the riza tion. Although

4 this  number is  s lightly be low the  cost-e ffectiveness  threshold, the  program can be  considered cost-

e ffe ctive  once  the  proje cte d e nvironme nta l s a vings  (which a re  not mone tize d, but which a re

6 greater than zero) and the  e lectric savings are  a lso taken into account.

S ta ff e s tima te s  cos t-e ffectiveness  us ing the  Socie ta l Cos t Tes t. The  Socie ta l Cos t

Tes t compares  the  incrementa l measure  and program cos ts  aga ins t avoided utility cos ts  (such a s

therm savings  over the  life  of the  measure  and avoided capacity cos ts) and avoided environmenta l

impa cts . Unde r the  S ocie ta l Cos t Te s t, a  progra m's  incre me nta l be ne fits  to socie ty mus t e xce e d

the  incre me nta l cos t of ha ving the  progra m in pla ce , in orde r for the  progra m to be  cons ide re d

12 cos t-e ffective . In the  ca se  of the  LIW program, the  projected cos t of hea lth and sa fe ty measure s ,

e s tima te d a t 12 pe rce nt of the  tota l LIW budge t, would be  e xclude d from the  cos t-e ffe ctive ne ss13

14 ca lcula tion.

15 33.

16

17

18

19

The  projected CON savings  from the  LIW program a re  provided in the  table  be low.

This  number repre sents  an e s tima te  of the  life time  CON savings  from the  homes  projected to be

we a the rize s  ove r the  five ~ye a r course  of the  LIW progra m. This  e s tima te  ma y be  conse rva tive

because  if more  than 50 homes  a re  wea the rize s  pe r yea r, ca rbon dioxide  savings  a re  like ly to be

highe r.

20 LIW Projected Environmental Benefits, 2008 - 2012

2 1

22

23

25

26

3 4 ; Estimated Cost Per Therm Saved

If 50 homes per year a re  wea therizes  (for 250 tota l), S ta ff" s  ana lys is  indica tes  tha t the  LIW

24 progra m would s a ve  1,765,000 te rms  ove r the  life time  of the  me a s ure s  ins ta lle d from 2008

through 2012. The  cos t pe r the rm s a ve d would be  a pproxima te ly $0.34. If 98  home s  we re

we a the rize s  a nnua lly, a t the  s a me  le ve l of the rm s a vings  pe r home , a pproxima te ly 3,459,400

then fs  would be  saved from measures  ins ta lled during 2008-2012, a t an es timated cos t pe r the rm

saved of $0.17.

27

28
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Quali ng Criteria* 99
Average
Intentive* * 4

High Effic ie ncy Furna ce s Mlmmum AFUE of 90% $244

P a cka ge d Air
C o n d it lo n e rs  with  Hig h
e fficie ncy Furna ce s

9 0 % AF UE or be tte r
fu rn a c e  wlth  C E E  Tie r  1
or 2  AC ra ting $254

*Cons ortium for Ene rgy Efficie ncy ( CDE ) is  a n inde pe nde nt ra ting
agency
** Incentives  va ry depending on unit hea ting capacity and e fficiency

ll 11-11111-

P a ge  10 Docke t No.  G -04204A-07-0274

1 85.

2

3 36.

4

Monitoring and Evaluation

See "Monitoring and Evaluation: All PrOgrams."

Reporting Requirements

See "Reporting Requirements: All Programs."

5 Effic ie n t  Ho m e  He a t in g

6 37.

7

8

9

10

11

P rogra m  De s cription

G oa ls . The  EHH P rogra m  would prom ote  the  purcha s e  a nd ins ta lla tion of Ene rgy

re duce  cus tome r e ne rgy bills , provide  e qua l or be tte r comfort conditions , cons e rve  e ne rgy a nd a re

be ne fic ia l to the  e nvironm e nt. P a rtic ipa tion ta rge ts  a re  2,854 for high-e ffic ie ncy furna ce s  a nd 684

for pa cka ge d s ys te ms  with 90 pe rce nt AFUE furna ce s  ove r five  ye a rs .

38 . E lig ib ility. UNS  Ga s  re s ide ntia l cus tom e rs  with  e xis ting hom e s  in  the  Com pa ny's

a re a  a re  e lig ib le  to  p a rt ic ip a te  in  th is  p ro g ra m . Th e re  a re  n o  in c o m e  re s tric t io n s  lim it in g13

14 pa rtic ipa tion in the  EHH P rogra m .

39 .15

16 s ta nda rd  o f 90  pe rc e n t AF UE . F urna c e s  in s ta lle d  withou t th is  p rog ra m  wou ld  typ ic a lly be  80

pe rce nt e ffic ie nt.17

18 40. Ince ntive s . Inc e n tive s  fo r the  purc ha s e  o f qua lifying  h igh-e ffic ie nc y e qu ipm e nt

In c e n tiv e s  p e r m e a s u re  a n d  q u a lifyin g  c rite ria  a re19 wo u ld  b e  p a id  d ire c t ly to  h o m e o wn e rs .

indica te d in the  ta ble  be low.20

2 1 Proposed EHH Incentives Schedule

22

23

24

25

26

27

28

12
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2 promotion a nd to offs e t the  contra ctors ' cos ts .

The  Compa ny a ls o propos e s  to pa y a  $25 ince ntive  to contra ctors  for progra m

With a ve ra ge  a nnua l pa rticipa tion of 708 units

3

4

5

6

7

42.

9

10

11

12

13

(ove r five  ye a rs ), the  to ta l a mount in  ince ntive s  pa id  to  contra ctors  pe r ye a r s hould  be

approxima te ly $17,700. The  $25 payment is  intended to encourage  contractors  to: (i) promote

high-e fficie ncy furna ce s , (ii) offse t the  cos t of complying with de ta ile d re porting re quire me nts

and (iii) he lp cover the  cost of process ing applica tions  and re turning applica tions  and invoices  to

UNS Gas for rebate payments

Sta ff recommends  tha t the  $25 incentive  to contractors  be  reviewed by UNS'Gas

bia nnua lly, a long with the  othe r progra m ince ntive s , to de te rmine  whe the r the  ince ntive  is

necessary to maintain program participation

43. Deliverv Stra tegy

The  EHH progra m will be  a dminis te re d jointly by a  qua lifie d imple me nta tion

contra ctor ("IC"), s ought through a  compe titive  bidding proce s s , a nd a n in-hous e  P rogra m

14 Manager

44.15

1 6

1 7

UNS  Ga s  will provide  ove ra ll progra m ma na ge me nt, pla nning a nd coordina tion of

cus tome r a nd contra ctor pa rticipa tion. The  IC will ve rify e quipme nt e fficie ncy, proce s s  re ba te s

provide  marke ting, tracking and technica l support and eva lua tion

Ke y pa rtne ring re la tionships  will include45.

Hea ting tra ining profess iona ls
Hea ting contractors  tra ined in program procedures , and
The  Arizona  Energy Office  to provide  tra ining, educa tion and awareness

For more  informa tion  on  imple me nta tion  contra ctors , including  the  s e le ction

23 process , please  see  "Implementa tion Contractors : EHH, ESH and C&I Programs

47. Ma rke ting

UNS  Ga s  ma rke ting  of the  EHH progra m would  in form cus tome rs  tha t h igh

efficiency hea ting sys tems he lp to reduce  energy bills , provide  equa l or be tte r comfort, and benefit

the  environment, Cus tomer awareness  of the  program and its  bene fits  will be  increased us ing the

46.

following me thods

De cis ion No 7 0 1 8 0
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Ye a r8? 2008 2009$2
" av

7\

"
2010 Qt2911. 4 2012 / <98

Total budget $300,000 $309,000 $318,270 >27,818 $337,653

Incentives $163,800 SB173,905 $179,122 $190,003 $201 376

Program Costs16 $136,200 $135,095 $139,148 $137,815 $136,277

IncentIves as / of budget 54.6/ 56.3/ 56.3/ 58.0/ 59.6/

P a ge  12 Docket No. G-04204A-07-0_74~

1 • P romotions  Cn the  UNS  Ga s  we bs ite  a bout the . be ne fits  of purcha s ing high-
e fficiency hea ting equipment;

2

3
• Media advertising to raise awareness of the program,

4 • Information through the  UNS Gas  cus tomer ca re . cente r,

• Educa tiona l brochure s  a nd promotiona l ma te ria ls  to promote  the  be ne fits  of
high-e fficie ncy he a ting e quipme nt, and

6

7 • Re s ponding to cus tome r inquirie s  a bout the  progra m a nd whe re  to purcha s e
qua lifying e quipme nt.

8

9 48. Program Budge t

1 0

11

12

1 3

The  ta ble  be low provide s  the  e xpe cte d a nnua l budge ts  for the  EHH P rogra m from 2008

through 2012. The  average  annua l budge t is  $318,548. For each program year, over 50 percent of

the  funds  a re  a lloca te d a s  fina ncia l ince ntive s  to cus tome rs , while  the  re ma ining funds  would be

used to cover program costs . The  de ta ils  of the  proposed 2008 budget a re  shown be low.

2008 - 2012 Propos ed  EHH Program  Budge t1 4

1 5

1 6

1 7 49.

1 8 ($300,000

For 2008, the total cost for each measure installed would be approximately $450

666). This amount includes program costs, incentives (incentives average $244 for

19

20

21

furnaces and $254 for packaged sys tems), and the  cos t of eva lua tion, monitoring and ve rifica tion.

The  2008  De ta ile d  P rogra m Budge t p rovide s  a dd itiona l de ta ils  on  EHH progra m budge t

a lloca tions  within the  va rious  ca tegories .

22

23

24

25

26

27

28 is This category combines administrative, marketing, EM&V and implementation costs (excluding incentives) from the more detailed budget,
below,

5
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Ma na geria l & Clerica l $43,200

Travel & Direct Expenses $6,480

Overhead $4,320
Total Administrative Cost
Allocation

$54,000

Interna l Ma rketing Expens e $18,000

Subcontracted Marketing Expense $18,000

Total Marketing Allocation $36,000
Financial Incentives $163,800

Total Incentives" $163,800
S upport Activity La bor" $7,800

Haldware & Matena1s'° $3,900

Rebate Processing & Inspection $19,500

Implementation Allocation
(excluding incentives)

$31,200

EM&V Ac tivity $14,250

EM&V Overhead $750

Total EM&V Cost Allocation $15,000
TOTAL P ROGRAMBUDGET $300,000

Year 2008 1 2009 2010 2011 2012
Number of Expected Participating

Units 686666 I 707 728 750

Page 13 Dociket No. G-04204A-07-0274

1 2008 Detailed Proposed EHH Program Budget 17

2

3

4

5

6

7

8

9

10

1 1

1 2

1 3 50. Program Participation

1 4 UNS Gas expects that,  on average,  708 units would participate in the EHH program

1 5 annually. This represents a  program par ticipation rate of approximately 11 percent of the

16 proje c te d s ys te m cha nge -outs  pe r ye a r in  the  UNS  Ga s  s e rvice  te rritory. Tota l a nnua l e xpe c te d

1 7 participation is shown below.

1 8 Efficient Home Heating Program Annual Participation

1 9

20

21 51. Cost-Effectiveness

22 Staff has calculated the benefit-cost ratios at 1.46 for the furnace measure and 1.1 for the

23 packaged air conditioner with high-efficiency furnace.

24

25

26

27

28

iv For details regarding some of the budget categories, please also see the footnotes on page 7.
la This amount covers only incentives paid to consumers. The $25 incentives paid to contractors for promoting high-efficiency are considered part
of marketing and are included in the "Subcontracted Marketing Expense" category.
19 Covers the cost of collecting applications and invoices, and verifying that equipment efficiency standards meet program requirements.
20 This category includes communications equipment, computer and office supplies.
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1 52. S ta ff de te rmine s  cos t-e ffe ctive ne s s  us ing the  S ocie ta l Cos t Te s t. Fo r the  EHH

2

3

4

5

6

program, both program measures  a re  cos t-e ffective  be fore  taking into account environmenta l and

e lectric savings .

53. The  projected. CON savings  from the  EHH program are  provided in the  table  be low.

This  numbe r re pre se nts  the  e s tima te d life time  CON sa vings  from a ll the  me a sure s  proje cte d for

ins ta lla tion ove r the  five -yea r course  of the  EHH program.

E HH Projected Environmental Benefits , 2008 - 20127

8

9 54. Estimated Cost Per Therm Saved

10

11

12

13 55.

14

S ta ffs  a na lys is  ind ica te s  tha t the  EHH progra m wou ld  s a ve  a pp roxima te ly

7,029,788 te rms  ove r the  life time  of the  me a s ure s  ins ta lle d from 2008 through 2012. S ta ff

estimates the  cost per therm saved a t approximate ly $0.23.

Monitoring a nd Eva lua tion

Customer contacts  and s ite  vis its  will be  conducted on a  sample  basis  to de termine:

15

16

17

Size  and e fficiency of actua l equipment ins ta lled,
S ize , condition and configura tion of the  home ,
Whether the  equipment was s ized and insta lled correctly, and
The  energy consumption before  and a fte r ins ta lla tion.

18 79

19 56.

20

For more  de ta ils  se e , a lso, "Monitoring a nd Eva lua tion: All P rogra ms .

Reporting Requirements

Se e  "Re porting Re quire me nts : All P rogra ms ."

2 1 Residential New Construction (Enerzv Smart Homes)

22 57.

23 Goals.

P rogra m  De s cription

The  Re s ide ntia l Ne w Cons truc tion  progra m , m a rke te d  a s  Ene rgy S m a rt Hom e s

24

25

26

27

28

("ES H"), would s timula te  the  cons truction of e ne rgy-e fficie nt home s , promote  the  ins ta lla tion of

high-e fficiency equipment, he lp reduce  peak demand and he lp reduce  overa ll energy consumption

of both gas  and e lectricity in new homes . The  program would a lso a ss is t UNS Gas  in mee ting the

ene rgy demands  of Mohave  County, where  the  Company anticipa te s  high leve ls  of growth due  to

the  building of the  Hoover Dam bypass .

De cis ion  No. 70180
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4 . W . .9 \ .Ever Smart Home Program 94...?4Incentive.,8;

Meets ESH and Energy Star® Homes
performance standards rncludlng testing and
lnspectron protocol $400 per home

Page 15 Docke t No. G-04204A-07-0274

1 58. The  ESH program would emphasize  the  whole -house  approach to improving hea lth,

a nd would promote  cons truction of home s2 s a fe ty, comfort, dura bility

3

4

a nd e ne rgy e fficie ncy,

me e ting the  2006 Environme nta l P rote ction Age ncy/De pa rtme nt of Ene rgy ("EP A/DOE") Ene rgy

P rogra m s a vings  would  be  a ch ie ve d  th rough  a

5

6

7

8

9

1 0

1 1

1 2

1 3

combina tion of building e nve lope  upgra de s , high pe rforma nce  Windows , controlle d a ir filtra tion,

and upgraded water heating equipment.

59. Elig ib ility. Builde rs  of individua lly me te red newly-cons tructed homes  rece iving gas

s e rvice  from UNS  Ga s  a re  e ligible  to pa rticipa te  in the  progra m. Eligible  home s  include  home

developments , townhouses, and condominiums.

60. Incentives . The  ESH Progra m would provide  ince ntive s  to home  builde rs  for e a ch

qua lifying ne w home . The  ta ble  be low provide s  the  builde r ince ntive  for me e ting Ene rgy S ma rt

Homes performance standards.

14 Energy Smart Homes Program Incentive

1 5

1 6

17

1 8

19

20

21

22

23

24

61.

$1,091.2' This  figure  include s  the  cos t of e ne rgy-e fficie nt furna ce s  a nd improve me nts  to the

the rma l e nve lope , such a s  be tte r insula tion a nd upgra de d Windows . The  builde r would a lso be

62. De live rv S tra te gv

The  ESH program will be  implemented by employing the  se rvices  of a . qua lified IC

sought through a  compe titive  bidding proce s s . The  IC will be  re spons ible  for e nrolling builde rs ,

25 fa cilita ting re cruitme nt Re s ide ntia l Ene rgy S e rvice  Ne t

26

a nd profe s s iona l de ve lopme nt for

27

28
Z! In general, the incremental cost of building smaller town homes and condominiums to Energy Star standards would be lower.

Decision No.
7 0 1 8 0
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1

3

5

7

63. ,

2 progra m bra nding a nd ce rtifica tion s ta nda rds , (2) build ing s cie nce  tra ine rs , (3) te s ting a nd

inspe ction contra ctors  a pprove d by RESNET for third pa rty pe rforma nce  Ve rifica tion a nd e ne rgy

4 ra tings ; (4) the  Arizona  Ene rgy Office  for support in a ll a rea s ; and (5) loca l code  officia ls .

64. The  IC a nd UNS  Ga s  re pre s e nta tive s  will de ve lop ke y tra de  a lly re la tions hips

6 including: (1) builde rs ; (2) e ne rgy e xpe rts  a ble  to provide  de s ign a s s is ta nce  a nd building e ne rgy

s imula tion mode ling; (3) HVAC contra ctors  for s izing, ins ta lla tion a nd s ta rt-up of HVAC sys te ms ,

(4) framing contractors  for framing and blocking de ta il to enhance  insula tion pe rformance , and (5)8

1 0

9 insula tion contractors  for insula tion ins ta lled according to specifica tions .

Fo r mo re  in fo rma tio n the65. s e le ction proce s s , ple a s e  s e e

11

o n  ICe ,  in c lu d in g

"Imple me nta tion Contra ctors : EHH, ES H a nd C&I P rogra ms ."

1 2 66. Ma rke ting

1 3 Marke ting and promotion to homebuye rs  and builde rs  within the  UNS Gas  ten'itory

14 will be  accomplished through the  following means ;

1 5

1 6

1 7

Advertisements  and articles  published in builder trade  and homebuyers  publica tions,
Point-of-sa le  ma te ria ls ,
The  UNS Gas website ,
UNS Gas  builde r tra ining events , and
Brochures  and bill s tuffe rs .

1 8

1 9 67.

20

21

22

23

24

Program Budge t

The  table  be low provides  the  expected annua l budge ts  for the  ESH Program from

2008 through 2012. It is  a nticipa te d tha t the  na ture  of the  cons truction ma rke t in the  UNS  Ga s

s e rvice  te rritory a nd the  a bs e nce  of pa s t e ne rgy e fficie ncy initia tive s  would re s ult in  highe r

marke ting and adminis tra tive  cos ts . The  ave rage  annua l budge t is  approxima te ly $446,000. Over

the  life  of the  program, on average , 49 pe rcent of the  funds  a re  a lloca ted as  financia l incentives  to

25 customers.

26

27

28
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Ye a r 2008 2009 2010 2 0 1 1 2012

Tota l budge t $420,000 $432,600 $445,578 $458,945 $472,714

Ince n tive s $161,312 $195,624 $219,280 $265,144 $249,264
Program Costs $258,688 $236,976 $226,298 $193,801 $223,450
Incentives  a s  00
of budge t 3800 45% 49° O 58% 53%

$62,748
$3,780
$9,072

$75,600

Managerial & Clerical
Travel & Direct Expenses24

Overhead
Total Administrative and 0&M
Cost Allocation
Internal Marketing Expense
Subcontracted Marketing Expense

Total Marketing Allocation
Financial Incentives

Total Incentives
SupportActivity Labor"
Hardware & Materials"

$42,000
$42,000

$84,000
$161,312
$161,312
$36,540
$33,568
$12,180

$82,288

Rebate Processing & Inspection
Implementation Allocation
(excluding incentives)
EM&V / Research Activity
EM&V Overhead
Total EM&V Cost Allocation

$15,120
$1,680

$16,800
$420,000TOTAL PROGRAM BUDGET

P a ge  17 Docke t No.  G -04404A-07-0274

1 2008 - 2012 Proposed ESH Program Budget

2

3

4

5

6 68. For 2008, the  a ve ra ge  cos t for e a ch home  built to Ene rgy S ta r s ta nda rds  unde r this

7 program would be approximately $1,042 ($420,000 403). This  a m ount inc lude s  the  bu ilde r

8 ince ntive , progra m  cos ts  a nd e va lua tion, m onitoring a nd ve rifica tion. The  2008 De ta ile d P rogra m

9 Budget provides additional details on budget allocations within the various categories.

1 0 2008 Detailed Proposed ESH Program Budget pa

1 1

1 2

13

14

1 5

16

1 7

1 8

1 9

20

\

2 1

22 69. P rogra m  P a rtic ipa tion

23 UNS Gas states that 200,000 new homes are planned in Mohave County during the next

24 20-30  ye a rs ,  with  e xpa ns ion  prim a rily due  to  the  p la nne d  2010  com ple tion  o f the  Hoove r Da m

25

26

27

28

Hz This category includes Administrative, Marketing, Implementation (excluding incentives) and EM&V.
zz For details regarding some of the budget categories, please see the footnotes on page 7.
z4 This category includes REMRATE software/licenses to evaluate projects, travel within UNS Gas territory, and travel and conference attendance
necessary for keeping UNS Gas employees administering this program updated on energy-efficient building standards. .
is Labor by the IC to implement the ESH program. The IC must be in consistent contact to educate builders on the program requirements.
be This category includes the cost of building science training sessions given to builders by industry experts. Expert trainers charge up to $3,500 per
day, and hosting the sessions is costly, Also included are costs of EPA-approved software and RESNET fees.

De cis ion  No. 70180
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Projected Number of Permlts 5,041 5,434 5,48z 6,026 5,193

uProjected ESH Pro am / 8 / 9 / 10/ 11 / 12/

Projected ESH Participants 403 489 548 663 623
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362,684,354 Pounds
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1

2

3

5

bypass. The  bypa s s  will s ignifica ntly de cre a s e  tra ve l time  be twe e n La s  Ve ga s  a nd Moha ve

County, with mos t of the  incre a se d de Ma nd for hous ing proje cte d to occur in the  Kingma n a re a .

Annua l growth in the  UNS  Ga s  te rritory wa s  origina lly e s tima te d a t 5,435 units " pe r ye a r from

4 2008 to 2012. Although tha t e s tima te  is  now expected to be  revised downward due  tO the  current

hous ing downturn, UNS  Ga s  s till proje cts  tha t it will comple te  a n average of 545 homes per year

6 unde r its  ES Hprogra m.

The  table  be low lis ted projected pa rticipa tion pe r yea r.

Energy SmartHomesProtected Participation

7 70.

8

9

10

11

12 71. Staff has recommended tha t the  number of houses comple ted under the  program be

13 care fully tracked and reported in the  Company's  semi-annua l DSM reports ,

72. Cost-Effectiveness14

15 S ta ff ha s  ca lcula te d  the  be ne fit-cos t ra tio  of the  ES H progra m a t 1 .1 . S ta ff

de te mtine s  cos t-e ffe ctive ne s s  us ing the  S ocie ta l Cos t Te s t. The  ES H progra m is  cos t-e ffe ctive

17 before  taking into account the  environmenta l and e lectric savings .

16

18 73.

19

20

The projected CON savings iron the ESH program are provided in the table below.

This number represents the est imated l i fet ime sav ings f rom al l  the measures projected for

installation over the five-year course of the ESH program.

E S H Projected Environmental Benefits, 2008 - 201221

22

23

24 74. Estimated Cost Per Theme Saved

25

26

S ta ffs  a n a lys is  in d ic a te s  th a t  th e  E S H p ro g ra m  wo u ld  s a v e  a p p ro xim a te ly

29 ,304 ,500  te rms  ove r the  life time  o f the  me a s ure s  ins ta lle d  from 2008  th rough  2012 . S ta ff

e s tima te s  the  cos t pe r the rm s a ve d a t a pproxima te ly $0.08.27

28
2 ' Umt" Includes snngle-fam1Iy homes, condommxums, town homes, apartments and mobile homes.
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1 75.

2

3 76.

4

Monitoring a nd Eva lua tion

S e e  "Monitoring a nd Eva lua tion: All P rogra ms ."

Reporting Requirements

Se e  "Re porting Re quire me nts : All P rogra ms ."

5 Commercia l and  Indus tria l Fac ilities  Gas  Effic iency

6 77. Pro,<zram Description

Goa ls . The  C&I Fa c ilitie s  Ga s  Effic ie ncy P rogra m would promote  the  ins ta lla tion of high-7

8 e fficie ncy, ga s -fue le d e quipme nt a nd s ys te ms  a t e xis ting fa cilitie s  within the  UNS  Ga s  s e rvice

9 area. The measures would include space heating, service and domestic water heating28, and

10

11 inc lude :

12

13

14

15

16

comme rcia l food se rvice  e quipme nt. The  progra m is  de s igne d to ove rcome  ma rke t ba nte rs  tha t

(i) la ck o f kn o wle d g e  co n ce rn in g  e n e rg y e ffic ie n cy; (ii) h ig h e r firs t co s ts ; (iii)

unce rta intie s  conce rning the  pe rformance  of ene rgy-e fficient equipment, (iv) compe tition for funds

with othe r ca pita l improve me nts , a nd (v) high tra ns a ction a nd informa tion s e a rch cos ts ." In

a ddition to he lping cus tome rs  re duce  a nd ma na ge  the ir e ne rgy cos ts , the  C&I Ga s  Efficie ncy

P rogra m would provide  othe r socie ta l a nd cus tome r be ne fits , such a s  re duce d gre e nhouse  ga s

e mis s ions , improve d le ve ls  of s e rvice  from e ne rgy e xpe nditure s , a nd lowe r ove ra ll ra te s  a nd

17

18

energy costs  compared to other resource  options.

78. The  C&I progra m would include  e duca tiona l a nd promotiona l compone nts . No n -

19

20

re s identia l cus tomers  would be  educa ted on how to improve  the  ene rgy e fficiency of hea ting and

cooling sys tems a t the ir facilitie s . Both cus tomers  and trade  a llie s  would rece ive  educa tion on the

21

22

23

24

program, as  well as  on the  technologies  offe red by the  program.

79. E lig ib ility. All non-re s identia l UNS Gas  cus tomers  would be  e ligible  to pa rticipa te

in the  progra m. Cus tome rs  re pla cing e xis ting s ys te ms  (a t burnout or prior to  fa ilure s ) a nd

cus tome rs  ins ta lling s ys te ms  during ne w cons truction a re  both e ligible  to  pa rticipa te  in  the

25 program.

26

27

28

""Service water heating" generally refers to water heaters in non-residential settings, such as hotels or Laundromats. "Domestic water heating"
refers to typical residential use, however, in the context of the C&l program the temp applies to apartments or small office buildings.
19 The cost in time or money for researching, locating, specifying, contracting for and installing energy efficiency measures.
so UNS Gas does not anticipate that replacements prior to burnout will be a high percentage of program participation, due to the significant initial
cost of the equipment being promoted by the program.

De cis ion No. 7 0 1 8 0

I



.

g
1

I

Measurelkscription

*k 8
Average Unit
Incentive ($)** Unit Definition ***

and Water HeatingSpace Heating
Measures

High-efficxency Furnaces $258
90% AFUE or better
furnace

High-effic1ency Space Heating or Proce.>s
Boilers* $250

or85.6% efficient
better boiler

Packaged An Conditioners with Hlgh-
effic1ency furnaces $457

90% AFUE or better
furnace wlth CEE
Tier 1 or 2 AC rating

Energy-efiiclent Storage Water Heaters $200

64% efficient or
better tank type water
heater

Commercial Food Service Measures

High-efficiency Fryers'l $400

42° o effi client
better open
pressure fryer

or
or

Hugh-efficxency Griddles $300
or45° o

better
efficient
middleu

Hugh-efficiency Ovens3 $915

45% efiiclent or
better combination,
deck, convection, or
conveyor oven

* The high-efficiency boilers measure applies to both space heating and service water heating
applications.
** Incentives vary depending on unit heating capacity and efficiency.
***Efficiencies would vary depending on specific machine type or configuration

Ill
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1 80. Incentives. The  propos e d ne w or re pla ce me nt e quipme nt mus t me e t e ne rgy

2 e fficie ncy s ta nda rds  to qua lify for ince ntive s . The  ta ble  be low provide s  the  a ve ra ge  ince ntive  pe r

unit a ndunit de finition.3

4 Proposed C&I Program Incentives

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19 81.

20

21

22

23 82.

24

25

S ta ff has recommended tha t incentives  be  capped a t $8,000 per customer, per year,

with the  e xce ption of s chool dis tricts . (In this  conte xt "cus tome r" me a ns  a n individua l or e ntity

pa ying ga s  bills  for one  or more  loca tions  or a ccounts .) S ta ff re comme nds  tha t s chool dis trict

incentives be  capped a t $25,000 per dis trict, per year.

Staff has  a lso recommended tha t UNS Gas apply to the  Commission in cases  where

the  Compa ny fe e ls  tha t it would promote  progra m obje ctive s  to e xce e d the  pe r-cus tome r or pe r-

school dis trict caps .

26

27

28 31 Staff has recommended against inclusion of this measure in the C&4 program, because it does not appear to be cost-effective.
oz Staff has recommended against inclusion of this measure in the C&I program, because it does not appear to be cost-effective.
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Page 21 Docke t No. G-04204A-07-0274

1 83.

2

3

4

5

6

7

8

9

10 85. the  loca l

1 1

1 2

1 3

De live rv S tra te gv

. Imple me nta tion of the  C&I Fa cilitie s  Ga s  Efficie ncy P rogra m will be  a ccomplishe d

through a n IC a ctive  in the  DS M fie ld. The  IC would be  re s pons ible  for progra m a dminis tra tion,

a pplica tion a nd ince ntive  proce ss ing, tra cking a nd re porting, proje ct qua lity control a nd te chnica l

s upport. UNS Ga s  will a s s ign a n in-hous e  ma na ge r to ove rs e e  the  IC, this  in-hous e  ma na ge r

would provide  a  contact point for UNS Gas  cus tomers , educa te  the  IC on program goa ls /cus tomer

service  requirements , provide  overa ll qua lity control and manage  the  de livery process .

84. For more  informa tion re ga rding ICe , including the  s e le ction proce s s , ple a s e  s e e

"Imple me nta tion Contra ctors : EHH, ES H a nd C&I P rogra ms ."

In  a d d itio n  to  th e  IC ,  ke y P a rtn e rin g  re la tio n s h ip s  will in c lu d e :

a rchite ctura l a nd e ngine e ring community, e le ctrica l, me cha nica l, a nd build ing contra ctors ,

equipment manufacture rs , dis tributors , and vendors , profe ss iona l and trade  se rvice  a ssocia tions ,

a nd the  AEO. UNS  Ga s  will work with e a ch of the se  groups , a nd provide  e duca tion a nd tra ining

14 on the  program.

86.15

1 6

Ma rke ting

The  C&I Fa cilitie s  Ga s  Efficie ncy P rogra m will be  ma rke te d via  the  following me thods :

17

1 8

19

20

21

•

•

•

•

•

•

•

•

•

Educa tiona l seminars ,
Brochure s ,
Ta rge te d ma iling,
Customer and trade partner outreach and presentations,
Print advertisements  in loca l media ,
UNS Gas  webs ite ,
UNS Gas customer care  representa tives,
Conferences and public events, and
Presenta tions by the  program manager to key customers and customer groups.22

23 The  ma rke ting s tra te gy will ta rge t ke y s e gme nts  or groups , s uch a s  s chool dis tricts ,

24 commercia l ldtchens , medica l facilitie s  and Laundromats .

25 87.

26

Program Budge t

The  ta ble  in this  se ction provide s  the  e xpe cte d a nnua l budge ts  for the  C&I Fa cilitie s  Ga s

27 Efficie ncy P rogra m from 2008 through 2012.

28 $212,365.

The  a ve ra ge  a nnua l budge t is  a pproxima te ly

For e a ch progra m ye a r, ove r 50 pe rce nt of the  funds  a re . a lloca te d a s  fina ncia l
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42908. lm 2a1o. 8
4
sum. 2018., v,

Tot lb diet $200,000 5206,000 $212,180 $218,545 $225,102

coal lncentu esFl $101,680 $104,730 $107,872 $111,108 $114,442

m CostsP o $98,320 $101,270 $104,308 $107,437 $110,660

lace tn es as / of budget 50.84/ 50.84/ 50.84/ 50.84/ 50.84/

I I II I
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1 incentives to customers, while the. remaining fmmds will be used to cover administrative, marketing,

2 and implementa tion costs  associa ted with the  program.

88.3 The  Company has  indica ted tha t the  na ture  of the  constructiOn marke t in its  se rvice

4

5

6

7

8

te rritory, and. the  absence  of pa s t ene rgy e fficiency initia tive s , would re sult in high marke ting and

a dminis tra tive  cos ts . Mos t jurisdictions  within the  Compa ny's  se rvice  a re a  ha ve  no e ne rgy code ,

or ha ve  only jus t be gun to a dopt e ne rgy code s . The  Compa ny be lie ve s  tha t e xte ns ive  Ma rke ting

and tra ining will be  required to promote  the  de s ired leve l of pa rticipa tion, and to educa te  builde rs

and the ir subcontractors  on energy, pe rformance , and hea lth and sa fe ty issues  required under the

9 pro gram .

10 2008 - 2012 Proposed C&l Program Budget

11

12

13

14 89.

15 This  a mount include s  the

16

17

For 2008, the  ave rage  utility cos t for each ene rgy-e fticient measure  ins ta lled unde r

th is  p rogra m would  be  a pproxima te ly $512  ($200 ,000  + 391).

incentives , program cos ts  and eva lua tion, monitoring and ve rifica tion. The  2008 De ta iled Program

Budge t provides  additiona l de ta ils  on budge t a lloca tions  within the  va rious  ca tegories .

18

19

20

21

22

23

24

25

26

27

28
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Mandgena l 8. Cle rica l $30,400

Travel & Direct Expenses $4,560

Overhead $3,040

Total Administrative Cost Allocation s38,000

Internal Maketmg Expense $15,000

Subcontracted Marketing Expense $15,000

Total Marketing Allocation s30,000

Financial Incentives $101 ,680

Total Incentives $101 ,680

Support Activity Labor $6,200

Hardware  & Ma te ria ls $4,960

Rebate Processing & InspectIon $11,160

Implementation Allocation
(excluding incentives)

$22,320

EM&V Actxvlty $7,600

EM&V Overhead $400

Total EM&V Cost Allocation $8,000

TOTAL PROGRAM BUDGET $200,000

Proposed Measures Average Annual
Units

High-Efficiency Gas Fryer 1 1

High-Efficiency Gas Griddle 14

Hugh-E ffic ie ncy Ga s  Ove ns 14

Energy-efficnent Space
Heating Process Hot Water Boiler 4

Energy-efficxent Water heater 238

Packaged systems with a 90% AFUE or
better Furnace 47

High-Efficiency Furnace 90% AFUE or
better Furnace 63

P a ge  23 Docke t No. G-04204A-07-0274

1 2008 Detailed C&l Program Budget"

2

3

5

6

7

8

9

10

11

12

13 90.

14

Program Participation

The tab le  be low l is ts the  pro j ec ted  annua l  average num ber  o f  insta l la t ions f o r  each

15 proposed measure in the C&I program:

Proiected Program Participation by Measure16

17

18

19

20

21

22

23 91.

25

The  Compa ny proje cts  much highe r pa rticipa tion for hot wa te r sys te ms , be ca use

24 ne a rly a ll comme rcia l fa cilitie s  ha ve  ta nk wa te r he a te rs , spa ce  he a ting or s e rvice  wa te r boile rs .

The  Compa ny be lie ve s  tha t ins titutiona l kitche ns  re pre s e nt a  much s ma lle r ma rke t for e ne rgy-

e fficie nt products  tha n hot wa te r sys te ms , but ha s  a gre e d to shift ince ntive  funding a mong the26

27

28 33 For details regarding some of the budget categories, please see the footnotes on pages 7.
34 Includes labor for database development and product research.

4
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Con1tner£ié&f[ndustr1éll
Measures 8

8eneiHt .Cost Raf1Q <

fr
3

"*=~ .§..
H\gh efticlency fryers 0.64
High efficiency griddles 1.46
High efticlency ovens 0.63
Hlgh efticlency boilers 1.15
Hlgh efficiency furnaces 2.55
Hugh efticlency water heaters 1.05
Packaged air condltnoners wlth
high efficiency furnaces" 1.20

CO2Emissions 63,979,595 Pol.I l1ds

J
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1

2

3

progra m's  me a s ure s  to  a ccommoda te  le ve ls  o f pa rtic ipa tion  tha t a re  h ighe r or lowe r tha n

anticipa ted.

9 2 . Cost-Effectiveness

4 The  be ne fit-cos t ra tios  ca lcula te d by S ta ff for the multip le  me a s ure s  with in  the  C&I

5 program vary according to measure. These are listed below:

Benefit-Cost Ratios By Measure6

7

8

9

1 0

1 1

1 2 93.

13

1 4

1 5

1 6

Sta ff de te rmines  cos t-e ffectiveness  us ing the  Socie ta l Cos t Tes t. In the  case  of the

C&I program, two of the  measure s , high-e fficiency frye rs  and high-e fficiency ovens , a re  not cos t-

e ffe ctive , prima rily due  to the ir re la tive ly high incre me nta l cos ts  a nd compa ra tive ly low the rm

savings. S ta ff re comme nds  a ga ins t including the s e  me a s ure s  in the  UNS  Ga s  DS M progra m,

unle s s  a nd until more  cos t-e ffe ctive  e quipme nt be come s  a va ila ble . S ta ff a lso re comme nds  tha t

1 7 UNS Ga s  look into including othe r, more  cos t-e ffe ctive  comme rcia l kitche n e quipme nt in the  C&I

1 8 program .

1 9 94.

20

2 1

2:2

2 3

The  projected CON savings  from the  C&I program a re  provided in the  table  be low.

This  numbe r re pre s e nts  the  e s tima te d life time  CON s a vings  for a ll the  me a s ure s  proje cte d for

ins ta lla tion ove r the  five -ye a r cours e  of the  C&l progra m. (This  e s tima te  doe s  not include  the

projected CON savings from the  two measures  tha t Staff has  recommended aga inst including in the

C&I progra m.)

2 4 C&I Pro.iected Environmental Benefits, 2008-2012

25

26

27

28 "This measure appear to be cost-effective even before taking into account electric savings arising from the high fficiency air conditioners that are
part of the packaged system.
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1 95. Estimated Cost Per Therm Saved

2

3

4

5

6

7

8

S ta ffs  a n a lys is  in d ica te s  th a t th e  C&I p ro g ra m wo u ld  s a ve  a p p ro xima te ly

5,453,633 te rms  ove r the  life time  of the  me a sure s  ins ta lle d from 2008 through 2012, e xcluding

the  frye r and oven measures . S ta ff e s timates  the  cos t pe r then saved a t approximate ly $0.19.

96. Monitoring a nd Eva lua tion

S e e  "Monitoring a nd Eva lua tion: All P rogra ms ."

97. Reporting Requirements

Se e  "Re porting Re quire me nts : All P rogra ms ."

9 Implementation Contractors: EHH, ESH and C&I Programs

10 98.

11

12

13

14

15

16 99.

18

19

20

The  LIW progra m will be  a dminis te re d by UNS  Ga s , community a ction a ge ncie s

a nd the  AEO. The  othe r thre e  UNS  Ga s  progra ms  will be  a dminis te re d, jointly, by UNS  Ga s  a nd

one  or more  ICe . UNS  Ga s  s ta te s  tha t the  na tiona l tre nd is  to utilize  ICe  whe n de live ring DS M

programs , and be lieves  tha t hiring an IC with a  s ta ff expe rienced in DSM a llows  utilitie s  to de live r

progra ms  more  quickly, without ha ving to hire  a nd tra in a dditiona l e mploye e s . UNS  Ga s  a ls o

be lieves  tha t hiring ICe  is  a  more  cos t-e ffective  way to de live r DSM programs.

Imple me nta tion Contra ctors  will be  sought through a  compe titive  bidding proce ss .

17 UNS  Ga s  is  curre ntly pre pa ring Re que s ts  for Quota tions  ("RFQs ") to  be  s ubmitte d  to  U.S .

compa nie s  with e xpe rie nce  in ma na ging s ucce s s ful DS M progra ms . UNS  Ga s  is  s e e king

companie s  with a t le a s t three  yea rs  of expe rience  in this  a rea . A UNS Gas  P rogram Manage r will

ove rs e e  a ll IC a ctivitie s , provide  guida nce  on progra m a ctivitie s , provide  a  conta ct point for

cus tome rs  inte re s te d in the  progra m, a nd provide  ove ra ll qua lity control a nd ma na ge me nt of the21

22 de live ry proce s s .

100.23 The  items  be low provide  a  gene ra l description of the  type  of work tha t will be  done

24 by ICe  hired by UNS Gas :

25 • Implementa tion P lans : ICe  will build on progra m outline s  de ve lope d by UNS  Ga s
in order to achieve the  energy and demand savings targeted for each program,

26

27 Ma rke ting a nd Communica tions  P la n: Working with UNS  Ga s  to fina lize  progra m
marke ting and commumca tlon,

28
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1

2

P rogra m Forms  a nd Colla te ra l Ma te ria ls : The  IC will be  expected to prepa re  and
print a ll program documents , including cus tomer agreements  and applica tions , and
marke ting mate ria ls  used to communica te  with cus tomers  and trade  a llie s ,

3

4
Program Delivery to Customers: .111 addition to duties specific to each progra1n,.the
IC will have primary responsibility for coordinating, advertising and 'delivering
training programs for all programs;5

6
•

7

Progra m Adminis tra tion a nd Ma na ge me nt: The  IC will re ce ive , proce ss  a nd ve rify
cus tome r a pplica tions , the n provide  UNS  Ga s  with the  informa tion re quire d to
process  incentive  payments , and

8

9
Program Participation, Data Tracking, Documentation and Reporting. The IC will
develop and maintain a comprehensive program database, and to report program
progress on a monthly, quarterly and annual basis.10

11 Monitoring and Evaluation: All Programs

12 101. Working with AEO (for the  LIW progra m), or imple me nta tion contra ctors  (EHH,

13

14

ESH and C&I programs), UNS Gas  would tra ck, manage  and eva lua te  each program, adopting a

s tra tegy of integra ted da ta  collection tha t would include  the  following activitie s :

15 •

16

Da ta b a s e m a n a g e m e n t -  m a n a g in g  th e  t ra c k in g  d a ta b a s e  a n d  p ro v id in g
in fo rm a t io n  fo r  th e  s e m i-a n n u a l DS M re p o rts  to  b e  file d  with  th e  Ariz o n a
Corpora tion Commis s ion.

17
•

18

19

In te g r a t e d  im p le m e n ta t io n  d a t a  c o lle c t io n . - c o lle c tin g  d a ta  n e c e s s a ry to
c a lc u la te  va lu e s  a n d  yie ld  m o re  a c c u ra te  e va lu a tio n s  th ro u g h ,  fo r e xa m p le ,
cus tome r a pplica tions , fie ld ve rifica tions  a nd contra ctor invoice s . The  type  of da ta
colle cte d would include  the  qua ntity, ca pa city, e ffic ie ncy a nd ope ra ting pa ra me te rs
for pre -e xis ting a nd ins ta lle d me a s ure s .

20

21
• Field verification -. ve rifying the  ins ta lla tion of a  s a mple  of me a s ure s .

22 •

23

24

25

Tra c k in g  o f s a vin g s  u s in g  d e e m e d  s a vin g s  va lu e s - tra c kin g  s a v in g s  fro m
comple te d ins ta lla tions . S a vings  would be  ve rifie d by contra ctors . Me a s ure me nt of
s a v in g s  fro m  re tro fit  m e a s u re s  wo u ld  in c lu d e  p re ~  a n d  p o s t-p ro je c t  b illin g
c o m p a ris o n s  (fo r e xa m p le ,  h e a tin g  b ills  b e fo re  a n d  a fte r in s ta lla tio n  o f h ig h -
e ffic ie ncy e quipme nt). O th e r m e a n s  o f e va lu a tio n  wo u ld  a ls o  b e  e m p lo ye d ,
including on-s ite  ins pe ction of e quipme nt, da ta  logging of e quipme nt pe rforma nce ,
a nd due  dilige nce  re vie w of e ngine e ring ca lcula tions  a nd docume nta tion.

26

27

28
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1 102; Th is  a pproa ch  wou ld  p rovide  UNS  Ga s  with  ongo ing  fe e dba ck on  p rogra m

2 progress  and enable  management to adjust or correct programs to be  more  e ffective  and more  cost

be ne ficia l.3

4 Reporting Requirements: All Programs

5 103. Decis ion No. 70011 es tablished tha t UNS Gas  would file  semi-annua l reports  for its

6 DSM programs, in accordance  with S ta ff's  recommenda tions .

104.7 Sta ff re comme nds  tha t, a t a  minimum, the  UNS Ga s  re ports  should include  (i) the

8

1 0

11

1 3

built or low-income  home s  we a the rize s , furna ce s /pa cka ge d s ys te ms  ins ta lle d a nd, for the  C&l

program, the  number and type  of ene rgy-e fficient equipment ins ta lla tions , (iii) the  ave rage  cos t of

the  ins ta lle d me a s ure s , (iv) de s criptions  of progra m ma rke ting, (v) copie s  of ne w or re vis e d

12 ma rke ting ma te ria ls , (vi) e s tima te d cos t s a vings  to pa rticipa nts , (vii) ga s  a nd e le ctric s a vings  a s

de te rmined by the  monitoring and eva lua tion process , (viii) the  tota l amount of the  program budge t

14 spe nt during the  pre vious  s ix months , the  pre vious  ye a r a nd s ince  the  ince ption of the  progra m,

(xiv) any s ignificant impacts  on program cos t-e ffectiveness , and (x) de scriptions  of any problems

16 and proposed solutions , including movements  of funding from one  program to another.

1 5

1 7 Staff Recommendations: All Programs

1 8 105. S ta ff ha s  ma de  the  following re comme nda tions  conce rning a ll UNS  Ga s  DS M

20

19 programs approved by the  Commiss ion;

106. S ta ff ha s  re comme nde d a pprova l of the  four UNS  Ga s  DS M progra ms , with the

2 1 modifica tions  recommended be low.

22 107.

23

S ta ff ha s  re comme nde d tha t UNS  Ga s  be  a llowe d to s hift up to 25 pe rce nt of

funding be twe e n the  EHH a nd ES H progra ms , or from e ithe r the  EHHor ES H progra m into the

24 LIW progra m, if such shifting would promote  more  cos t-e ffe ctive  de ma nd-s ide  ma na ge me nt. No

funds a re  to be  moved out of the  LIW program.25

26 108.

27

28

S ta ff ha s  re comme nde d tha t UNS  Ga s  be  a llowe d to  s h ift funding  from one

me a sure  to a nothe r within the  C&I progra m, if such shifting would promote  more  cos t-e ffe ctive

demand-side management.

n

9
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1 109. Staff has  recommended tha t any shifting of funds be tween programs in excess  of 25

2

3

4

Percent be  approved by the  Commission

110. S ta ff ha s  re comme nde d tha t a ny incre a se s  in the  ove ra ll DS M P ortfolio budge t in

excess of 25 percent be  approved by the  Commission.

5 111. Staff has recormneNded thatitlcentivés to participants in the BHH, ESH, and C&I

6 programs be  limited to no more  than 75 percent of incrementa l cost, and tha t UNS Gas include  any

fe de ra l or s ta te  ta x cre dits  whe n ca lcula ting the  75 pe rce nt ca pon ince ntive s  a s  a  pe rce nta ge  of

incre me nta l cos t. The  Commis s ion ha s  a pprove d ca ps  on ince ntive s  for the  DS M progra ms  of

7

9 Arizona Public Service Company.

10 112. S ta ff has  recommended tha t the  na ture  and intent of the  UNS Gas  DSM programs

11 not be  changed without Commiss ion approva l.

12 113. S ta ff ha s  re comme nde d tha t UNS  Ga s  re port on progre s s  of e a ch progra m in its

1 3

14

s e mi-a nnua l re ports  file d with the  Commis s ion. At a  minimum, the  re port s hould include  (i) the

numbe r of pa rticipa nts , (ii) the  numbe r of me a sure s  ta ke n, me a ning Ene rgy S ta r-ce rtifie d home s

15 built or low-income  home s  we a the rize s , furna ce s /pa cka ge d s ys te ms  ins ta lle d a nd, for the  C&I

16 program, the  number and type  of ene rgy-e fficient equipment ins ta lla tions , (iii) the  ave rage  cos t of

17 the  ins ta lle d me a s ure s , (iv) de s criptions  of progra m ma rke ting, (v) copie s  of ne w or re vis e d

18

1 9

20

21

22

23

24

25

26

27

ma rke ting ma te ria ls , (vi) e s tima te d cos t s a vings  to pa rticipa nts , (vii) ga s  a nd e le ctric s a vings  a s

de te rmined by the  monitoring and eva lua tion process , (viii) the  tota l amount of the  program budge t

spe nt during the  pre vious  s ix months , the  pre vious  ye a r a nd s ince  the  ince ption of the  progra m,

(xiv) any s ignificant impacts  on program cos t-e ffectiveness , and (x) de scriptions  of any problems

and proposed solutions , including movements  of funding from one  program to another.

114. In e a ch progra m whe re  ince ntive s  a re  pa id, the  ince ntive s  s hould be  re vie we d

bia nnua lly to de te rmine  whe the r the  ince ntive s  ca n be  re duce d or e limina te d without re ducing

progra m pa rticipa tion. This  re comme nda tion doe s  not include  the  LIW progra m. For purpose s  of

this  re commenda tion, S ta ff doe s  not cons ide r pa yme nts  ma de  to community a ction a ge ncie s  to

re imburse  the  agencies  for weatheriza tion or hea lth and safe ty activities  to be  incentives .

28

8
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1 115. S ta ff ha s  re comme nde d tha t re fe re nce s  to  the  Commis s ion in  UNS  Ga s  DS M

2 marke ting appea r a s  "Arizona  Corpora tion Commiss ion", ra the r than "ACC."

116. S ta ff ha s  re comme nde d tha t UNS Ga s  DSM e ne rgy e fficie ncy progra m s ta nda rds

4 exceed fede ra l minimum energy e fficiency s tandards . In cases  where  the  fede ra l minimum energy

5 efficiency s tandards  a re  increased during the  life  of a  UNS Gas  DSM program, program s tandards

6 s hould be  incre a s e d to e xce e d the  curre ntly a pplica ble  fe de ra l s ta nda rds . In ins ta nce s  whe re

7 exceeding current fede ra l s tanda rds  would rende r a  program or measure  le ss  than cos t-e ffective ,

3

8 the program or measure should be terminated.

Low-Income Weatherization9

10 117. S ta ff ha s  re comme nde d tha t, a lthough he a lth a nd s a fe ty me a s ure s  a re  importa nt,

11 DS M funding  s hou ld  be  u tilize d  whe ne ve r pos s ib le  fo r we a the riza tion  a c tivitie s  tha t cons e rve

12 e ne rgy. In ca s e s  whe re  a lte rna te  funding s ource s  a re  a va ila ble , thos e  funds  s hould be  utilize d for

13 a ny non-we a the riza tion a ctivitie s  be fore  DS M funding is  ta ppe d. In no e ve nt a re  he a lth a nd s a fe ty

14 cos ts  to e xce e d 25 pe rce nt of the  UNS  Ga s  progra m budge t. LIW P rogra m DS M funding us e d for

15 a ny he a lth a nd s a fe ty me a s ure  mus t be  tra cke d a ga ins t this  25 pe rce nt ca p.

16 S ta ff ha s  re comme nde d tha t UNS  Ga s  compa re  u tility b ills  of hous e s  be fore  a nd

17 a fte r we a the riza tion , to  ve rify a nd  me a s ure  the  e ffe c tive ne s s  o f the  LIW progra m in  re duc ing

118.

18 consumers ' ene rgy bills .

19 119. Staff has  recommended tha t UNS Gas work to improve  the  cost-e ffectiveness  of the

20 program, if poss ible . -

21 120. Staff has recommended that CFLs be  excluded as a  measure  for homes weatherizes

22 a s  pa rt of the  UNS  Ga s  LIW progra m. This  re comme nda tion a ls o include s  home s  e nte re d by

23 pa rticipa ting community a ction a ge ncie s  a s  pa rt of the  LIW progra m's  Eme rge ncy Home  Re pa ir

24 component.

25

26

27

28

121.

Efficie nt Home  He a ting

S ta ff ha s  re comme nde d tha t UNS Ga s  utilize  bill inse rts  a pa rt of its  ma rke ting.
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1 122.

2

3

4

5

6

7

8 124.

10

11 125.

13

14

15 126.

16

17

18 127.

19

20

Sta ff ha s  re comme nde d tha t the  $25 ince ntive  to contra ctors  be  re vie we d by UNS

Ga s  bia nnua lly, a long with the  othe r progra m ince ntive s , to de te rmine  whe the r the  ince ntive  is

necessa ry to ma inta in program pa rticipa tion.

123. S ta ff has  recommended tha t a s  pa rt of monitoring and .eva lua ting the  e ffectiveness

of the  Efficie nt Home  He a ting P rogra m, UNS  Ga s  compa re  utility bills  of Re s ide ntia l. cus tome rs

before  and a fte r ins ta lla tion of high~efficiency gas  furnaces .

Energy Smart Homes

Staff has  recommended tha t the  number of houses  comple ted under the  program be

ca re fully tracked and reported in the  Company semi-amiua l DSM reports .

Comme rcia l a nd Indus tria l Fa cilitie s  Ga s  Efficie ncy

Staff has  recommended tha t incentives  be  capped a t $8,000 per customer, per year,

with the  e xce ption of s chool dis tricts . (In this  conte xt "cus tome r" me a ns  a n individua l or e ntity

pa ying ga s  bills  for one  or more  loca tions  or a ccounts .) S ta ff re comme nds  tha t s chool dis trict

incentives  be  capped a t $25,000 per dis trict, per year.

Staff has  a lso recommended tha t UNS Gas apply to the  Commission in cases  where

the  Compa ny fe e ls  tha t Ir would promote  progra m obje ctive s  to e xce e d the  Pe r-cus tome r or pe r-

school dis trict caps .

S ta ff has  recommended aga ins t including the  frye r and oven measures  in the  UNS

Gas  DSM program, unle ss  and until more  cos t-e ffective  equipment becomes  ava ilable . S ta ff has

a ls o re comme nde d tha t UNS  Ga s  look into including othe r, more  cos t-e ffe ctive  comme rcia l

21 kitche n e quipme nt in the  C&I progra m.

CONCLUS IONS  OF LAW22

23 UNS  Ga s  is  a n Arizona  public s e rvice  corpora tion within the  me a ning of Article

24 XV, Section 2, of the Arizona Constitution.

25 The  Commiss ion has  jurisdiction ove r UNS Gas  and ove r the  subject ma tte r of the

26 a pplica tion.

27

28

12

9

2.

1 .
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1 3. The  Commiss ion, ha ving re vie we d the  a pplica tion a nd S ta ff's  Me mora ndum da te d

2 January 28, 2008, concludes  tha t it is  in the  public inte res t to approve  the  UNS Gas  Demand-S ide

3 Management Portfolio, with the  recommenda tions  indica ted he re in.

4 ORDER

5 IT IS  THEREFORE ORDERED tha t the  UNS  Ga s  DS M P ortfo lio  be  a nd  he re by is

6 approved, with the  modifica tions  recommended be low.

IT IS  FURTHER ORDERED tha t UNS Ga s  be  a llowe d to shift up to 25 pe rce nt of funding

8 be twe e n the  EHH a nd ES H progra ms , or from e ithe r the  EHH or ES H progra m into the  LIW

9 program, if such shifting would promote  more  cos t-e ffective  demand-s ide  management. No funds

10 are  to be  moved out of the  LIW program.

l l IT IS  FURTHER ORDERED tha t UNS  Ga s  be  a llowe d to shift funding from one  me a sure

12 to a nothe r within the  C&I progra m, if such shifting would promote  more  cos t-e ffe ctive  de ma nd-

7

13 s ide  ma na ge me nt.

14 IT IS  FURTHER ORDERED tha t a ny shifting of funds  be twe e n progra ms  in e xce ss  of 25

15 pe rce nt be  a pprove d by the  Commis s ion.

16 IT IS  F UR THE R  O R DE R E D th a t a n y in c re a s e s  in  th e  o v e ra ll DS M P o rtfo lio  b u d g e t in

17 e xce ss  of 25 pe rce nt be  a pprove d by the  Commiss ion.

18 IT IS  F UR THE R  O R DE R E D th a t in c e n tiv e s  to  p a rtic ip a n ts  in  th e  E HH,  E S I-I,  a n d  C &I

19 progra ms  be  limite d to no more  tha n 75 pe rce nt of incre me nta l cos t, a nd tha t UNS  Ga s  include  a ny

20 fe de ra l or s ta te  ta x cre dits  whe n ca lcula ting the  75 pe rce nt ca p on ince ntive s  a s  a  pe rce nta ge  of

2 1 incre me nta l cos t.

22 IT IS  FURTHER ORDERED tha t the  na ture  a nd inte nt of the  UNS  Ga s  DS M progra m s  not

23 be  cha nge d without Commis s ion a pprova l.

2 4 IT IS  FURTHER ORDERED tha t UNS  Ga s  re port on progre s s  of e a ch progra m  in its  s e m i-

25 a nnua l re ports  tile d with the  Com m is s ion. At a  m inim um , the  re ports  s ha ll inc lude  (i) the  num be r

2 6 of pa rtic ipa nts ,  (ii) the  num be r of m e a s ure s  ta ke n, m e a ning Ene rgy S ta r-ce rtifie d hom e s  built or

27 low-incom e  hom e s  we a the rize s ,  furna ce s /pa cka ge d s ys te m s  ins ta lle d  a nd,  for the  C&I progra m ,

28 the  num be r a nd  type  o f e ne rgy-e ffic ie n t e qu ipm e n t in s ta lla tions ,  (iii) the  a ve ra ge  c os t o f the
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1

2

3

4

5

6

7

8

9

1 0

11

1 2

1 3

installed measures; (iv) descriptions of program marketing, (v) copies of new or revised marketing

materials, (vi) estimated cost savings to participants, (vii) gas and electric savings as determined

by the monitoring and evaluation process, (viii) the total amount of the program budget spent

during the previous six months, the previous year and since the inception of the program, (xiv) any

significant impacts on program cost-effectiveness,  and (x) descriptions of my problems and

proposed solutions, including movements of funding from one program to another

IT  IS  FURT HER ORDERED tha t  in each program where incent ives  a r e pa id,  the

incentives shall be reviewed biannually to determine whether the incentives can be reduced or

eliminated without reducing program participation. This does not include the LIW program.

IT  IS  FURTHER ORDERED tha t  r eferences  to the Commission in UNS Gas DSM

marketing appear as "Arizona Corporation Commission", rather than "ACC."

IT IS FURTHER ORDERED that UNS Gas DSM energy efficiency program standards

exceed federal minimum energy efficiency standards. In cases where the federal minimum energy

14 efficiency standards are increased during the life of a UNS Gas DSM program, program standards

shall be increased to exceed the currently applicable federal standards. In instances where

16 exceeding current federal standards would render a program or measure less than cost-effective,

1 5

1 7

1 8

the program or measure shall be terminated.

Low-Income Weatherization

1 9

2 1

23

IT IS FURTHER ORDERED that DSM funding shall be utilized whenever possible for

20 weatherization activities that conserve energy. In cases where alternate funding sources are .

available, those funds shall be utilized for any non-weatherization activities before DSM funding is

22 tapped. In no event are health and safety costs to exceed 25 percent of the UNS Gas program

budget.  LIW Program DSM funding used for any health and safety measure must be tracked

24 against this 25 percent cap.

IT IS FURTHER ORDERED that UNS Gas compare utility bills of houses before and after

26 wea ther iza t ion,  to ver ify and measure the effect iveness  of  the LIW program in r educing

25

27 consumers' energy bills.

28
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2

3

4

5

6

IT IS FURTHER ORDERED that UNS Gas work to improve the cost-effectiveness of the

LIW program, if possible.

IT IS FURTHER ORDERED that CFLs be excluded as a measure for homes weatherizes

as part of the UNS Gas LIVV program. This also includes homes entered by participating

community action agencies as part of the LIW program's Emergency Home Repair component.

Efficient Home Heating

7 IT IS FURTHER ORDERED that UNS Gas utilize bill inserts as part of its marketing.

8 IT IS FURTHER ORDERED that the $25 incentive to contractors be reviewed by UNS

9 Gas biannually, along with the other program incentives, to determine whether the incentive is

10 necessary to maintain program participation.

11 IT IS FURTHER ORDERED that as part of monitoring and evaluating the effectiveness of

12 the Efficient Home Heating Program, UNS Gas compare utility bills of Residential customers

13 before and after installation of high-efficiency gas furnaces.

Energy Smart Homes

15 IT IS FURTHER ORDERED that the number of houses completed under the program be

16 carefully tracked and reported in the Company semi-annual DSM reports.

17 Commercial and Industrial Facilities Gas Efficiency

18 IT IS FURTHER ORDERED that incentives be capped at $8,000 per customer, per year,

19 with the exception of school districts. (In this context "customer" means an individual or entity

20 paying gas bills for one or more locations or accounts.)

21 IT IS FURTHER ORDERED that school district incentives be capped at $25,000 per

22 district, per year.

23 IT IS FURTHER ORDERED that UNS Gas apply to the Commission in cases where UNS

24 Gas feels that it would promote program objectives to exceed the per-customer or per-school

25 district caps.

26 ..  ,

27 . » »

28

1 4
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1

2

3 s ha ll look into including othe r,more  cos t-e ffe ctive  comme rcia l kitche n e quipme nt in

IT IS  FURTHER ORDERED tha t the  frye r and oven measure s  not be  included in the  UNS

Gas  DSM program, unle ss  and until more  cos t-e ffective  equipment becomes  ava ilable . UNS Gas

th e  C&I

4 progra m.

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

6

7 B Y THE  O R DE R  O F  THE  AR IZO NA C O R P O R ATIO N C O MMIS S IO N

8

9
•

10 C HAIR MAN co M1 v1 8 s 1 o n ER

J

}J»L4M1Q»»
ISSI®NER ¢o IS S IONER

14

15

16
7 2008.

17

IN W ITNE S S  W HE RE O F,  I DE AN s .  MILLE R,  In te rim
Exe cutive  Dire ctor of the  Arizona  Corpora tion Commiss ion,
ha ve  he re unto, s e t my ha nd a nd ca us e d the  officia l s e a l of
this  Commis s ion to be  a ffixe d a t the  Ca pitol, in the  City of
Phoe nix, this 49 'V*" da y of F T .  B r  m a  X I

18

19

20 DE A . MIL L  R
Inte rim Exe cutive  Dire ctor

21

22 DISSENT: I92a 64-4 .,,4
23

24
DIS S E NT:

25

26 EGJ :J MK:lhm\J MA

27

28

11

29
7

COMMIS S IO R
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S ERVICE LIS T FOR: UNS  Ga s , Inc.
DOCKET NO. G-04204A-07-0274

1

2

3

4

5

Mr. Scott S . Wa ke fie ld
Chie f Counse l
Re s ide ntia l Utility Consume r Office
1110 West Washington Street, Suite  220
Phoenix, Arizona  85007

"-.

6

7

8

Ms. Miche lle  Live ngood, Esq.
Unisource  Energy Services
One South ChUrch, Suite  200
Tucson, Arizona  85701

9

10

1 1

Mr. Ernest G. Johnson
Dire ctor, Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  850071 2

1 3

14

1 5

Mr. Chris tophe r C. Ke mple y
Chie f Counse l, Le ga l Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007

1 6

1 7

1 8

1 9

20

21

22

23

24

25

26

27

28

I
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