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BEFORE THE ARIZONA CGREDRATION COMl\m,ﬁgQaIporanon Commission
COMMISSIONERS DOCKETED

KRISTIN K. MAYES, Chairman JuL 2 8 2010
GARY PIERCE o
PAUL NEWMAN SOCKETED B
SANDRA D. KENNEDY
BOB STUMP

IN THE MATTER OF THE NOTICE DOCKET NO. RG-00000B-09-0428
OF PROPOSED RULEMAKING

REGARDING NATURAL GAS ENERGY

EFFICIENCY RULES COMMENTS

WRITTEN COMMENTS OF SOUTHWEST GAS CORPORATION IN RESPONSE TO
STAFF’S DRAFT PROPOSED GAS ENERGY EFFICIENCY RULES

Southwest Gas Corporation hereby submits written comments in response to the Arizona
Corporation Commission’s Utilities Division Staff’s draft proposed gas energy efficiency rules that
were published July 20, 2010.

Southwest Gas has actively participated in both the energy efficiency workshops and
decoupling workshops over the past fifteen months. During these proceedings, Southwest Gas has
repeatedly expressed its support for aggressively pursuing energy efficiency and the need for
revenue decoupling to enable utilities to continue their support for aggressive energy efficiency.
With respect to the gas energy efficiency rules, Southwest Gas, through a collaborative effort with
Southwest Energy Efficiency Project (“SWEEP”) identified three policy objectives that we believed
should be accomplished through the gas energy efficiency rules. First, increase and maximize end-
use efficiencies through gas company sponsored energy efficiency programs. Second, increase
placement of high-efficient gas end use products, where a site-versus-source analysis verifies

energy savings for customers. Third, the rule should incentivize or mandate the utility to actively
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participate in carrying out Commission and state policies, i.e. lobbying for improved building codes

and appliance standards at the state and federal level, developing and implementing renewable
energy technology, and facilitating the placement of renewable energy technology projects pursuant
to third-party programs.

While Southwest Gas continues to support and advocate for a rule that furthers these three
objectives, after participating in the July 26, 2010 workshop and after having the opportunity to
listen to the various comments offered by the other stakeholders, Southwest Gas is supportive of a
draft rule that reflects a six percent energy efficiency standard and that provides credit to the
affected utility for savings resulting from two of the objectives identified above — namely increased
end use efficiencies and participation in policy related matters, i.e. building codes, appliance
standards, and renewable energy technology.

Attached hereto as Exhibit A is a redline of the Staff proposed draft gas energy efficiency
rules that reflect the proposed changes Southwest Gas believes should be made to the existing draft
in order to accomplish a six percent energy efficiency standard. The attached redline of Staff’s
proposed draft gas energy efficiency rule also reflects other minor suggestions by Southwest Gas —
namely changing the definition of CHP to be consistent with definition of CHP reflected in
Southwest Gas’s existing Commission-approved CHP program and to include language in R14-2-
2519 that was most likely inadvertently left out of Staff’s draft, as the language is in the electric
energy efficiency rule that was recently approved by the Commission.

In addition, while not reflected in the attached redline draft, Southwest Gas respectfully
requests Staff and the Commission consider changing the references throughout the rule from DSM
to conservation and energy efficiency (CEE) or energy efficiency (EE), as Southwest Gas submits

that this better reflects the programs that are administered by gas utilities.
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CONCLUSION
Based upon the foregoing, Southwest Gas respectfully requests that Staff incorporate into its
next draft and the Commission ultimately approve the suggested changes reflected in these
comments and the redlined attached hereto as Exhibit A.
DATED this 28th day of July 2010.

SOUTHWEST GAS CORPORATION

<cing Mountain Road

Las Vegas, Nevada 89150

Tel: (702) 876-7183

Fax: (702) 252-7283

E-mail: Justin.Brown@swgas.com
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ORIGINAL and 13 COPIES of
the foregoing filed this 28™ day
of July 2010, with:

Docket Supervisor

Docket Control

Arizona Corporation Commission
1200 W. Washington

Phoenix, Arizona 85007

COPIES of the foregoing
served by e-mail

this 28" day of July
2010 on:

Steve Olea

Utilities Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

With copies to:

Terri Ford tford@azcc.gov
Barbara Keene bkeene@azcc.gov
Julie McNeely-Kirwan
Jmcneely-Kirwan@azcc.gov

Thomas L. Mumaw, Esq.
Arizona Public Service Company
400 North Fifth Street

Phoenix, Arizona 85004-3992

Thomas.Mumaw(@pinnaclewest.com

David Kirkland

David. kirkland@opower.com

Executive, Client Solutions at OPower

Jeff Schlegel

Southwest Energy Efficiency Project
Arizona Representative

1167 W. Samalayuca Dr.

Tucson, Arizona 85704-3224
schlegelj@aol.com

Phillip J. Dion, Esq.

David Hutchens

UNS Gas

One South Church Avenue, Suite 200
Tucson, Arizona 85701
DHutchens@tep.com
pdion@tep.com

Douglas Mann

Semstream Arizona Propane, LLC
200 W. Longhorn

Payson, Arizona 85541
Dmann@semgroupcorp.com

’f Southwest Gas Corporation
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ARTICLE 25. GAS UTILITY ENERGY EFFICIENCY STANDARDS

R14-2-2501. Definitions

In this Article, unless otherwise specified:

1.
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“Adjustment mechanism” means a Commission-approved provision in an affected utility’s rate

schedule allowing the affected utility to increase and decrease a certain rate or rates, in an

acurred by the affected

established manner, when increases and decreases in specific co
utility.

“Affected utility” means a public service corporation th

s utility service to retail

customers in Arizona.

“Cost-effective” means that total incr

exceed total increment costs over the 0 Bure, as determined under R14-2-
2512,

“Customer” - e name service is rendered to a single contiguous

8y material, device, technology. educational program, pricing option,

ned to result in increased energy efficiency.

customers.

"DSM tariff" means a Commission-approved schedule of rates designed to recover an affected

utility's reasonable and prudent costs of complying with this Article.

“Energy efficiency” means the production or delivery of an equivalent level and quality of end-

use gas service using less energy, or the conservation of energy by end-use customers.




14.  “Energy efficiency standard” means the reduction in retail energy sales, in percentage of therms

or therm equivalents, required to be achieved through an affected utility’s approved DSM

programs as prescribed in R14-2-2504.

15. “Energy savings”’ means the reduction in a customer’s energy consumption, expressed in therms

or therm equivalents.

17.  "Environmental benefits" means avoidance of

environmental impacts, for things such as, but ng

a. Water use and water contamination;

b. Monitoring storage and disposal of solid waste, s

c. Health effect from burning fossil gyels; and

d. Emissions from transportation and n of fuels and

18.  “Fuel-neutral” means without promotii ise expressiliF” bias regarding a customer’s
choice of one fuel over another.

“(GGas” means eithe %= or propane.

"Gas utility" n ‘ ice corporati®f providing natural gas service or propane service

to the public.

#0ans amounts saved through avoiding costs for gas purchases, delive

items necessary to provide gas utility service, along_ with other

improvements im@€ietal welfare, such as through avoided environmental impacts, including, but

not limited to, water consumption savings, water contamination reduction, air emission

reduction, reduction in coal ash, and reduction of nuclear waste.

224. “Incremental costs’ means the additional expenses of DSM measures, relative to baseline.

235. "Independent program administrator” means an impartial third party employed to provide
objective oversight of DSMenetray-efficieney programs.




246. “kWh” means kilowatt-hour.

257. “Leveraging” means combining resources to more effectively achieve an energy efficiency goal,

or to achieve greater energy efficiency savings, than would be achieved without combining

resources.

26%. "Low-income customer” means a customer with a below average level of household income, as

defined in an affected utility's Commission-approved DSM progra

279. “Market transformation” means strategic efforts to induc o structural or behavioral

changes in the market that result in increased energy effici

2830. “Net benefits” means the incremental benefits result e incremental costs
of DSM.

“Non-market benefits” means improvement

2931,
302.

313.

324.

333,

346.

with the Total R&8Wlirce Cost Test, but includes non-market benefits and costs to society.

368. "Staff" means dividuals working for the Commission's Utilities Division, whether as

employees or through contract,

397. “Therm” means a unit of heat cnergy equal to 100,000 British Thermal Units.




I 3840. “Thermal envelope” means the collection of building surfaces, such as walls, windows, doors,

floors, ceilings, and roofs, that separate interior conditioned (heated or cooled) spaces from the

exterior environment,

I 3941, “Therm equivalent” means a unit of energy, such as kWh, converted and stated in terms of therm

units.

s the net benefits of a

l 402. “Total Resource Cost Test” means a cost-effectiveness test that g

DSM program as a resource option, including incremental 1 costs, incremental affected

R14-2-2503. Goals and Objectives
An affected utility shall design each D

1= >

or RET programs that will provide an opportunity for all affected

participate; and
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R14-2-2504. Energy Efficiency Standards

A, Except as provided in R14-2-2518, in order to ensure reliable gas service at reasonable ratepayer

rates and costs, by December 31, 2020, an affected utility shall, through DSM-HEGP: and RET




=

programs, achieve cumulative annual energy savings, expressed as therms or therm equivalents,

equal to at least 106% of the affected utility's retail gas energy sales for calendar year 2019.

An affected utility shall, by the end of each calendar year, meet at least the cumulative annual

energy efficiency standard listed in Table 1 for that calendar year. An illustrative example of

how the required energy savings would be calculated is shown i Table 2. An illustrative

example of how the standard can be met in 2020 is shown in Tab

Table 1. Enersy Efficiency Stari

CALENDAR
YEAR

¥ 2.003.75%

£:064.50%
9:005.25%
10:606.00%




Table 2. Illustrative Example of Calculating Required Energy Savings

CALENDAR YEAR A B C
RETAIL SALES ENERGY REQUIRED
(therms) EFFICIENCY CUMULATIVE
STANDARD ENERGY SAVINGS
y{therm or therm
equivalent)
2000 100,000,000
2011 98,450,000
98.000:060
2012 97.020,000
040, 980,0004:960:009
013 95.540.400
94119200 1,460,0002:881-200
2014 94,091,584 %04-00%
92.236:816 ~ 1,910,0003.764:768
2015 48.921 2.50%
5 2,355,0004:611-841
2016 91 763 3.00%6:00%
= 2.780.0005:423.525
2017 9 3.75%7-808%
3.420,0006:200-897
306 4.50%38-80%
3 4,030,0006:945:004
019 86.41 5.25%9-00%
: 4,620,0007-656:867
2 859,759 6.00%10-60%
5,185,0008:337-478
C. An affected uti y count energy savings resulting from DSM programs to meet the energy

=

efficiency standatd. At least 4.5 percentage points of the energy efficiency standard set forth in

subsection (B) shall be achieved through DSM programs.

An affected utility may count toward meeting the energy efficiency standard up to one-third of

the energy savings resulting from energy efficiency building codes and up to one-third of the

energy savings resulting from appliance energy efficiency standards. The energy savings must
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be guantified and reported through a measurement and evaluation study undertaken by the

affected utility.

An affected utility may count toward meeting the energy efficiency standard all energy savings

resulting from the affected utility’s placement of RET projects that displace gas. An affected

utility may also count toward meeting the standard all energy savings resulting from other RET

projects that are not sponsored by an affected utility, if t d utility can clearly
demonstrate that its efforts facilitated the placement and com & .of the RET project.
An affected utility's energy savings resulting from D Porogr jmplemented before the
effective _date of this Article, but after 2004, m & cradited to ’ umeeting the energy
efficiency standard set forth in subsection (B). total energy savings cre these pre-rules
DSM programs shall not exceed 2% of the utility's @etail energy sales lendar year
2005. A portion of the total energy savings credit pre-tules program§ may be applied
each year, from 2016 through 20204gs listed in Table 3, A.
Table 3. Credit fogPre-Raf ergy Savigss
CALENDAR A B
YEAR OR THE PRE- CU -ULATIVE APPLICATION
LES ENERGY SAVI OF THE CREDIT FOR THE
IE CH YEAI PRE-RULES ENERGY SAVINGS
Perce of the ible IN 2016-2020
Rule ulative Annual | (Percentage of the Total Eligible Pre-
‘Savin at Shall Be Rules Cumulative Annual Energy
lied ih the Year) Savings That Are Credited by the
End of Each Year)
2016 1.5% 1.5%
2019 25.0% 67.5%
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An affected utility may count a customer’s energy savings resulting from self-direction toward

meeting the standard.

=

An affected utility’s energy savings resulting from efficiency improvements to its delivery

system may not be counted toward meeting the standard.

=

An affected utility’s energy savings used to meet the energy efficiency standard will be assumed

to continue through the year 2020 or. if expiring before the ve .to be replaced with a

DSM energy efficiency program having at least the same leve

Table 4. Illustrative Example of How the Energ

2020 Energy tail Sales

Efficiency
Standard

(therm or therm

equivalent)
,185.0008:337.478

Total 16-666.0

Breakdown of Savings and Credits Used

Cumulative Annual
Energy Savings Or
Credit (therm)
119.089840,744*

R14-2-2504(E) |
HEGP 3.334.000
RI4-2-2504¢A)

Self-direction 80:0005,732
R14-2-2404(G)

Demand-side Management | Atleast4.5 37543893 888.524




R14-2-2504(C) percentage

oints

| Total 8337.4785.185.00

etail energy sales, and the

I **The total pre-rules savings credit shall be capped at 2% of 2005
own above represents

020, or 32.5% of the total

total credit is allocated over five vears from 2016 to 2020. Th

an estimate of the portion of the total credit that can be

credit allowed.

R14-2-2505. Implementation Plans
A. Except as provided in R14-2-2518, on Jun

r, or annually election of

each affected utility, each affected utility shall file Wy et ontrol, for Comission review

fected utility intends to meet the

energy efficiency standard for the ne¥ \ pplicable, except that the

initial implementation plan shall be fil ictive date of this Article.

|+

which shall describe only the next calendar

intends to comply with this Article for the

fial implementation plan, which shall describe only the next calendar

of each DSM—HEGPE- or RET program to be newly implemented or

equivalet savings projected to be obtained through each DSMHEGE; or RET program;

4, The estimated total cost and cost per therm reduction of each DSM—HEGP. or RET
measure and DSM-HEGP- or RET program described in subsection (B)(3);
5. A DSM tariff filing complying with R14-2-2506(A) or a request to modify and reset an

adjustment mechanism complying with R14-2-2506(C), as applicable; and

10



6. For each new DSM~HEGPE. or RET program or-DSMHEGP.-er RET measure that the

affected utility desires to implement, a program proposal complying with R14-2-2507.

C. An affected utility shall notify its customers of its implementation plan filing through a notice in

its next regularly scheduled customer bills following the filing of the implementation plan.

D. The Commission may hold a hearing to determine whether an affected utility’s implementation
plan satisfies the requirements of this Article.
E. An affected utility’s Commission-approved implementation p d the DSM-HEGP- and RET

programs authorized thereunder, shall continue in effect 1ission takes action on a

new implementation plan for the affected utility.

R14-2-2506. DSM Tariffs
A. An affected utility’s DSM tariff filing shall include ing

1, A detailed description of egach method proposed he affected utility to recover the

reasonable and prudent costs & theg affected utility’s intended

DSM-HEGE: and RET prograni

Financial information and suppé to allow the Commission to

[

lue, inclufling, at a minimum, the information

1 report filed under R14-2-312(G)(4);

affected utility believes will be incurred in

odify, or deny a tariff filed pursuant to subsection (A) within

Is been filed. The Commission may suspend this deadline or adopt an

alternative

If an affected u has an existing adjustment mechanism to recover the reasonable and prudent

I

costs associated with implementing DSM programs, the affected utility may, in lieu of making a

tariff filing under subsection (A), file a request to modify and reset its adjustment mechanism by

submitting the information required under subsections (A)(1) and (3).

| R14-2-2507. Commission Review and Approval of DSM-HEGP; and RET Programs

11
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An affected utility shall obtain Commission approval before implementing a new DSM-HEGP;
or RET program.

An affected utility may apply for Commission approval of a DSM-HEGP: or RET program by

submitting a program proposal either as part of its implementation plan submitted under R14-2-

2505 or through a separate application.

A program proposal shall include the following:
1. A description of the DSMHEGP. or RET program

sure that the affected utility

desires to implement,

2. The affected utility’s objectives and rationa he » or RET program or

measurc

3. A description of the market segment rogram or
measure is aimed,

4. An estimated level of cust W BDSMHEGP: or RET program or
measure

5. An estimate of the baseline,

and delivery strateg

HEGRP: or RET program or measure, and

14.  Any other information that the Commission believes is relevant to the Commission’s

consideration of the tariff filing.

In determining whether to approve a program proposal, the Commission shall consider:

12



1. The extent to which the Commission believes the DSM—HEGPE; or RET program or
measure will meet the goals set forth in R14-2-2503(A), and
2. All of the considerations set forth in R14-2-2503(B).

E. Staff may request modifications of on-going DSM—HEGP. or RET programs to ensure

consistency with this Article. The Commission shall allow affected

utilities adequate time to

notify customers of DSM;HEGE- or RET program modifications. ¢

R14-2-2508. Parity and Equity
A. An affected utility shall develop and propose DSM p

low-income customers.

B. An affected utility shall allocate DSM fund

bs to the extent practicable.

C. The affected utility costs of DSMsprog dine customers_shall be borne by all

customer classes, except where a & specifically exempted by

Commission order.

D.  extent practicable, to benefit that
E. 11 bear the costs of DSM-HEGP. and RET

chanism, unless a customer or customer class

hn affced utility shall submit to the Commission, in a Commission-

following:

1. An analysis of the affected utility’s progress towards meeting the annual energy

efficiency standard:
2. A list of the affected utility’s current Commission-approved DSM—HEGP. or RET

programs, organized by customer segment;

13
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A description of the findings from any research projects completed during the previous

year; and
The following information for each Commission-approved DSM—HEGPE. or RET

program or measure.

[ S S ¢
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A brief description;

Goals, objectives, and savings targets;

The level of customer participation during the

The costs incurred during the previous ye d by type of cost, such

as administrative costs, rebates, and

A description and the results of uation and monitoring ities during the

previous year;

Savings realized in kW, kWh, therms’ eduivalents, as dppropriate:

The environmental bgpefits realized:

Incremental benefits a nefits, in dollarg

Performance-incentive c§

Problems encountered duri

An affected

will be availabl& ¥ the public, and shall make each such report available to the public upon

file each report required by this Section with Docket Control, where it

request.
D. An affected utility may request within its implementation plan that these reporting requirements

supersede specific existing DSM reporting requirements.

R14-2-2510. Cost Recovery

14



A An affected utility may recover the costs that it incurs in planning, designing, implementing, and
evaluating a DSM-HEGP- and RET program or measure if the DSM-HEGP. and RET program
or measure is all of the following:

1. Approved by the Commission before it is implemented,

2. Implemented in accordance with a Commission-approved program proposal or
implementation plan, and ‘

3. Monitored and evaluated for cost-effectiveness. pursu

B. An affected utility shall monitor and evaluate each DSM T program or measure,
as provided in R14-2-2515, to determine whethe h d RET program or
measure is cost-effective and otherwise meets e ‘

C. If an affected utility determines that a DSM. s not cost-
effective or otherwise does not meet expectations, ed ulllity shall incffide in its annual
DSM progress report filed under ¢ o0 modify or terminate the DSM:
HEGZP. or RET program or measure, ‘

D. An affected utility shall recover its concurrently, on an annual

basis, with the spending for a DSM;HEGH} measure, unless the Commission

orders otherwise.
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affected utility functions, programs, or services, the affected utility shall divide the costs for the

goods and services and allocate funding proportionately.
H. An affected utility shall allocate DSM costs in accordance with generally accepted accounting

principles.

15



L An affected utility, at its own initiative, may submit to the Commission twice-annual reports on

the financial impacts of its Commission-approved DSM programs, including any unrecovered

fixed costs and net lost income/revenue resulting from its Commission-approved DSM programs.

R14-2-2511. Revenue Decoupling

The Commission shall review and address financial or other disincentives, recovery of fixed

costs, and recovery of net lost income/revenue, including, but not li P, implementation of a

revenue decoupling mechanism, due to Commission-approved DS -~ and RET programs, if an

affected utility requests such review in its rate case and provide pn/records supporting its

request in its rate application.

R14-2-2512. Cost-Effectiveness

to ociety of the & frected utility’s
.. 0f the DSM portfolio.

A. An affected utility shall ensure that the incrementa

overall DSM portfolio exceed the ingremental costs 1o sO§

B. The Societal Test shall be used to det§ 8§ ost effectivenes
C. The analysis of a DSM program’s or D ost-effectif@hess may include:
1. Costs and beneﬁs associated wit @ system operations, environmental
impacts, a ‘
D. fort to quantify water consumption savings and air
m the implementation of these DSM programs, while other
Environmental improvements shall be estimated in physical
ay b&expressed qualitatively. An affected utility, Staff, or any party
monetizefl@benefits and costs if supported by appropriate documentation or
analyses.
E. ffon programs shall be analyzed for cost-effectiveness by measuring market
effects compared to program costs.
F. Educational programs shall be analyzed for cost-effectiveness based on estimated energy and
peak demand savings resulting from increased awareness about energy use and opportunities for
’ saving energy.
G. Research and development and pilot programs are not required to demonstrate cost-effectiveness.

16




H. An affected utility’s low-income customer program portfolio shall be cost-effective, but costs

attributable to necessary health and safety measures shall not be used in the calculation,

R14-2-2513. Baseline Estimation

A. To determine the baseline, an affected utility shall estimate the level of gas demand and

consumption and the associated costs that would have occurred i ce of a DSM-HEGR,

or RET program.

affected utility shall

=

For installations or applications that have multiple

determine the baseline using the same fuel source been used for the

R14-2-2514. Fuel Neutrality

A, Ratepayer-funded DSM shall be de % a fuel-neutral manner.

B. An affected utility shall use DSM ¢rs for gas DSM programs,
unless otherwise ordered by the Commiy

C. An affected utility may ﬁse DSM fun ustomers for thermal envelope

improvements.

R14-2-2515. Monitoringid} ind Researc

Determin the persistence and reliability of the affected utility’s DSM-HEGE- and RET

5.

programs and measures.

An affected utility may conduct evaluation and research, such as market studies, market research,

=

and other technical research, for DSM—HEGPR. and RET program planning, product
development, and DSM--HEGP- and RET program improvement.

17



R14-2-2516. Program Administration and Implementation

A. An affected utility may use an energy service company or other external resource to implement a

DSM-HEGP: or RET program or measure,

=

The Commission may, at its discretion, establish independent program administrators who would

be subject to the relevant requirements of this Article.

R14-2-2517. Leveraging and Cooperation

A. An affected utility shall, to the extent
DSMHEGP. or RET program or measure.
B. An affected utility shall *program or fneasure with an

electric utili

when doing so is praefi i i il increase the effectiveness or cost-

e Commission’s Utilities Division an electronic copy of its
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An implementation plan submitted under section (B) shall set forth an energy efficiency goal for

each vear of at least 75% of the savings requirement specified in R14-2-2504 and shall include
the information required under R142-2505(B).

18



R14-2-2519. Waiver from the Provisions of this Article

A.
B.

The Commission may waive compliance with any provision of this Article for good cause.

An affected utility may petition the Commission to waive its compliance with any provision of
this Article for good cause.

A petition filed pursuant to section (B) shall have priority over other

atters filed under this

Article.
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