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Energy Efficiency Standard:
- 22% Savings by 2020
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Energy Efficiency Standard (EES): 22% by 2020
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Growth in energy sales reduced from 2.8% to 1.1% per year,




Deeper and Broader Savings

O Deeper: Capture all the cost-effective

opportunities and maximize energy cost savings
for each customer

O Broader: Reach more customers

0 To achieve the EE standard of 22% by 2020:

m Each customer needs to save more energy
(20% to 50% energy savings or more, rather
than 5-10% savings)

m EE programs need to reach more customers
a Energy savings must exceed 2% of retail sales




Why is SWEEP Interested in
the Workshop Topics?

O To achieve the benefits of EE for Arizona
customers - consumers and businesses

O To achieve the benefits for the energy

systems (electric and gas), the economy,
Jjobs, and the environment

o To help deliver the Commission-adopted

energy efficiency standard

0O To align the incentives of the utilities with
the interests of customers and the public




Aligning Utility Incentives

0 Utility incentives should be aligned with

the public interest and the interests of
customers

0 Under traditional regulation, when utility
reévenues are based on sales throughput,
the incentives of utilities and the interests
of customers are NOT aligned - in fact,
they are in conflict




Conflicting Incentives

Customers:
Increase energy
savings , lower
energy bills

Utilities: revenues
reduced, fixed costs
not fully recovered,
earnings reduced




- Regulatory Treatment to
# Align Utility Incentives

£

1. Ensure recovery of prudent program
costs (timely cost recovery)

2. Address the financial disincentives
(unrecovered fixed costs)

3. Provide a positive financial incentive
(performance incentive)

The Commission has approved the first
and third treatments; consideration and
action are needed on the second




Other Energy Policies,
Other Conflicts

Building Energy Codes
Appliance Standards
Education and Marketing
State/Local Gov't Efforts
Federal Energy Policies
EE Job Creation
Distributed Renewables




Why Utilities as Enthusiastic
Partners & Administrators?

0o Community and corporate citizens
O Clout (better to harness as partners)

0O Influence in state and federal forums
(utilities should be advocating for Arizona)

0 Many interactions with customers

o While they started slow, Arizona utilities
have picked up the torch and offer very
effective EE programs for their customers

0 Devils that you know
0 Regulatory compact (ACC regulation)




SWEEP-Recommended
Premise or Precondition

o The focus should be on reducing energy
bills and achieving benefits for customers

0 Not necessary or appropriate to address
unrecovered fixed costs unless and until
there are significant utility efforts in EE

0o The Commission-adopted EE standard
requires very significant efforts and a
fundamental change in utility business case

0 Utilities need to fully commit to achieve the
EE standard and to support other EE
policies to benefit Arizona customers 10




Considerations

0 Mechanisms for addressing financial

disincentives and unrecovered fixed costs
— decoupling and others

0 Ratemaking treatment such as future test
years, or adjustments to the sales and
revenue forecasts in rate cases to make
them consistent with Commission policies

0 Reducing fixed costs so that there are
fewer costs to recover (load reductions of
over 20% should reduce expenditures)
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SWEEP:

Dedicated to More Efficient Energy Use in the Southwest

Resources available online at:
WWW.swenergy.org

Jeff Schlegel, Arizona Representative, SWEEP
520/797-4392
schlegelj@aol.com

12




