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IN THE MATTER OF THE APPLICATION OF DOCKET NO. G-04204A-11-
UNS GAS, INC. FOR APPROVAL OF ITS 2011-
2012 GAS ENERGY EFFICIENCY

IMPLEMENTATION PLAN.

APPLICATION

(Expedited Review and Approval
Requested by June 1, 2011)

UNS Gas, Inc. (“UNS Gas” or “Company”), through undersigned counsel, and in
accordance with Arizona Administrative Code R14-2-2505, hereby submits for Arizona
Corporation Commission (“Commission”) approval its:

@) Gas Energy Efficiency Implementation Plan for 2011-2012
(“EE Plan™); and
(i1) proposed Demand-Side Management (“DSM”) Surcharge
(“DSMS”).
In support hereof, UNS Gas states as follows:

I. THE EE PLAN.

UNS Gas’s Energy Efficiency Plan contains new programs, enhancements to existing
programs, and continued implementation of already successful programs. The EE Plan is
designed to comply with the Commission’s Gas Energy Efficiency Standard (“EE Standard”) and
to provide a framework for future compliance. For the Company’s existing and proposed DSM
programs, the Plan estimates each programs total cost and cost per therm reduction, and explains
how these programs comply with the requirements of the EE Standard. The EE Plan also includes
a tariff filing that complies with A.A.C. R14-2-2506(A) and includes a request to modify and reset
the existing adjustment mechanism for implementation through 2012 in order to ensure just and

reasonable rates.
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To implement the EE Plan, UNS Gas estimates a 2011-2012 EE Plan Budget total of

approximately $7.3 million.'

At this time, it is anticipated that the DSMS required to implement
the EE Plan will be approximately $0.0308/therm, based on forecasted retail sales for the same 16
months. The impact to an average residential customer is estimated to be $1.42 per month.

A. New DSM programs.

UNS Gas is seeking approval of the following new Residential, Commercial, Behavioral
and Support Programs: Multifamily Direct-Install, Behavioral Comprehensive (including Home
Energy Reports and K-12 education), Education and Outreach, Codes and Support, and a
Renewable Energy Technology program for Solar/Thermal Water Heating.

B. Enhancements to existing DSM programs.

UNS Gas is also seeking enhancements through the addition of new measures to the
following existing DSM programs: Existing Homes/Direct Install, and C&I Facilities. UNS Gas
is proposing to modify its existing Low-Income Weatherization Program by increasing customer
eligibility requirements from 150% of Federal Poverty Level to 200% to match the current Low-
Income Home Energy Assistance Program (“LIHEAP”) standard. The Company plans to continue
administering the following existing programs with no modifications: Joint Utility Residential
New Construction, and Energy Efficiency Residential Financing.

C. The proposed DSMS.

Pursuant to A.A.C. R14-2-2510(A), a utility may recover the costs that it incurs in
planning, designing, implementing, and evaluating a DSM program or measure. UNS Gas is
seeking approval of the proposed DSMS to recover approximately $7.3 million program costs for
the two year plan period. Details of the Company’s EE Plan Budget and proposed DSMS can be
found in the attached Exhibits 1 and 2.

UNS Gas requests that the proposed DSMS be implemented by June 1, 2011 so that the

Company can continue its effective implementation of the EE Standard. This expedited review

! The Company’s proposed DSMS is explained more fully in Exhibits 1 and 2 attached hereto and incorporated herein.
? The New DSM programs are set forth in detail in the Appendices attached hereto and incorporated herein.
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and implementation of the DSMS will help to minimize gaps in implementation or program
delivery between the previously approved DSM Plan and the newly filed EE Plan, which is critical

to the Company’s recovery of program costs and is in the best interest of rate payers.

D. Conforming existing reporting requirements in_light of the reporting
requirements contained in the EE Standard.

Pursuant to A.A.C. R14-2-2509(D), UNS Gas requests that the reporting requirements in
the EE Standard be found to be in compliance with the Company’s existing reporting requirements
in Decision No. 70011 (November 27, 2008). Currently, UNS Gas is required to file its DSM
surcharge on April 1% and its semi-annual DSM reports on March 1% and September 1** of each
year. The reporting requirements contained in R14-2-2509 require that certain DSM reports be
filed April 1* and October 1* respectively. In order to avoid confusion or duplicative filings, UNS
Gas requests that the reporting requirements set forth in A.A.C. R14-2-2509 be used and that the
Commission find that the use of such reporting requirements by UNS Gas in making its filings is
in compliance with Decision No. 70011.

E. Procedural and administrative modifications.

In order to sustain participation in EE programs, the EE Plan contemplates flexibility for
the Company to shift approved funds between programs, and modify budget line items, where
cost-effective. This type of flexibility has proven to be valuable in the implementation plans of
the Renewable Energy Standard. UNS Gas is requesting that the following language be adopted

in order approving the EE Plan:

Accordingly, UNS Gas will be allowed to shift up to 25% of
approved funds from Residential to Commercial or from
Commercial to Residential programs as deemed necessary and
cost-effective based on program activity, and UNS Gas will be
allowed the option of increasing up to 25% of the total Energy
Efficiency budget, where cost-effective, to continue participation
until approval of the next regularly scheduled Energy Efficiency
Implementation plan.

IL 2011-2012 EE PLAN PROJECTIONS.

For 2011, UNS Gas’s projections show the Company achieving a .22% reduction in retail

sales compared to 2010. For 2012, the Company is projected to meet the annual EE Standard

3
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target of .70%. These projections form the basis of the Company’s 2011-2012 EE Plan budgets
and are based on the timing of the EE Standard’s implementation.

A.A.C. R14-2-2505(A) requires UNS Gas to file its initial EE Plan and DSMS within 30
days of the effective date of the Gas EE Standard, or by April 4, 2011. Pursuant to A.A.C. R14-2-
2560(B), the Commission has 180 days to approve the Company’s EE Plan and DSMS, provided
no good cause exists for extending the timeline. Under these guidelines, it is unlikely that UNS
Gas’s EE Plan will be approved before October 2011. Due to this timeline, UNS Gas has
projected that its 2011-2012 EE Plan will not be approved in time to implement new or enhanced
programs with meaningful results before end-of-year 2011. Additionally, the Company cannot
implement nor recover costs for programs not approved by the Commission (see A.A.C. R14-2-
2507(A), which states “[a]n affected utility shall obtain Commission approval before
implementing a new DSM program or measure...”).

While UNS Gas will make all efforts to achieve the 2011 EE target of .50%, the
Company’s current projections show a .22% achievement to be more likely, thus the Company’s
2011-2012 EE Plan Budget is modeled on this .22% assumption. UNS Gas believes budgeting for
a .22% reduction in 2010 sales levels is prudent. It will reduce the impact on customers as well as
mitigate the possibility of an over-collection of DSM funds. If UNS Gas is able to achieve greater

savings sooner, the Company will make an application with the Commission to adjust its DSMS

level.
III. CONCLUSION.
Accordingly, and for all the forgoing reasons, UNS Gas respectfully requests that the
Commission issue an order in this case:
1. Approving the EE Plan;
2. Finding that compliance with the reporting requirements set forth in A.A.C. R14-2-
2509 should be used and are in compliance with the requirements of Decision No.
70011 (November 27, 2008);
3. Approving the DSMS;
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4, Setting the effective date of the DSMS as of June 1, 2011; and

5. For and such other relief as the Commission deems appropriate and in the public

interest at this time.

RESPECTFULLY SUBMITTED this 4™ day of April 2011.

UNS Gas, Inc.

i

Michael W. Patten

Roshka DeWulf & Patten, PLC

One Arizona Center

400 East Van Buren Street, Suite 800
Phoenix, Arizona 85004

and

Phillip J. Dion

Melody Gilkey

UNS Gas, Inc.

One South Church Avenue, Suite 200
Tucson, Arizona 85701

Attorneys for UNS Gas, Inc.

Original and 13 copies of the foregoing
filed this 4™ day of April 2011 with:

Docket Control

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Copy of the foregoing hand-delivered/mailed
this 4™ day of April 2011 to:

Lyn A. Farmer, Esq.

Chief Administrative Law Judge
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Janice Alward, Esq.

Chief Counsel, Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
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Steve Olea

Director, Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Terri Ford

Utilities Division

Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007
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UNS Gas 2011-2012 Gas Energy Efficiency Implementation Plan

- 2011-2012 Implementation ive Sumntary

UNS Gas, Inc. ("UNS Gas” or “Company”) is pleased to present its 2011-2012 Gas Energy
Efficiency Implementation Plan (“EE Plan”) for Arizona Corporation Commission
(“Commission”) approval, in compliance with Arizona Administrative Code R14-2-2505. UNS
Gas’s Energy Efficiency Plan contains new programs, enhancements to existing programs, and
continued implementation of already successful programs. The EE Plan is designed to comply
with the Commission’s Gas Energy Efficiency Standard (“EE Standard”) and to provide a
framework for future compliance.

For the Company’s existing and proposed Demand-Side Management (“DSM”) programs, the Plan
estimates each programs total cost and cost per therm reduction, and explains how these programs
comply with the requirements of the EE Standard. The EE Plan also includes a tariff filing that
complies with A.A.C. R14-2-2506(A) and includes a request to modify and reset the existing
adjustment mechanism for implementation through 2012 in order to ensure just and reasonable
rates.

To implement the EE Plan, UNS Gas is seeking approval of its proposed 2011-2012 Plan Budget
of approximately $7.3 million. At this time, it is anticipated that the DSM Surcharge (“DSMS”)
required to implement the EE Plan will be approximately $0.0308/therm, based on forecasted retail
sales for the same 16 months making the average impact to a residential customer $1.42 per
month.

With approval of the proposed EE Plan budget, UNS Gas will be able to implement the following
new programs: Multifamily Direct-Install, Behavioral Comprehensive (including Home Energy
Reports and K-12 education), Education and Outreach, Codes and Support, and a Renewable
Energy Technology program for Solar/Thermal Water Heating." The Company will also be able to
enhance, through the addition of new measures, the following existing programs: Existing
Homes/Direct Install, and C&I Facilities. UNS Gas will increase eligibility for its existing Low-
Income Weatherization Program and continue administering the Joint Utility Residential New
Construction, and Energy Efficiency Residential Financing programs.

Because A.A.C. R14-2-2560(B) allows the Commission has 180 days to approve the Company’s
EE Plan and DSMS, it is unlikely that UNS Gas’s EE Plan will be approved before October 2011.
Due to this timeline, UNS Gas has projected that its 2011-2012 EE Plan will not be approved in
time to implement new or enhanced programs with meaningful results before end-of-year 2011.
While UNS Gas will make all efforts to achieve the 2011 EE target of .50% as a percent of prior
year sales, the Company’s current projections show a .22% achievement to be more likely, thus the
Company’s 2011-2012 EE Plan Budget is modeled on this .22% assumption. UNS Gas believes
budgeting for a .22% reduction in 2010 sales levels is prudent as it will reduce the impact on
customers as well as mitigate the possibility of an over-collection of DSM funds. UNS Gas
expects to rely on its existing, Commission-approved DSM programs in maximizing its 2011
savings. For 2012, the Company hopes to achieve compliance with the annual EE target through
the successful implementation of new programs in addition to improvements to existing programs.

! The New DSM programs are set forth in detail in the Appendices attached hereto and incorporated herein.
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UNS Gas 2011-2012 Gas Energy Efficiency Implementation Plan

The following Implementation Plan presents a detailed overview of the proposed gas energy
efficiency programs targeted at the residential and commercial and industrial (C&I) sectors, as well
as their associated implementation costs, savings, and benefit-cost results. The Implementation Plan
presents detailed information on the approach, energy efficiency measures, and proposed incentive
levels.

UNS Gas has designed a comprehensive portfolio of programs to deliver gas energy savings to
meet annual DSM energy savings goals outlined in the Gas Energy Efficiency Standard. These
programs include incentives, direct-install approaches for energy efficient products and services,
educational and marketing approaches to raise awareness and modify behaviors, and partnerships
with trade allies to apply as much leverage as possible to augment the rate-payer dollars invested.

For context and reference, service territory graphics are included below. Figure 2-1 shows UNS
Gas service territory in the context of all Unisource Energy Corporation service territories.

Figure 2-1. UniSource Energy Corporation Service Territories
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UNS Gas 2011-2012 Gas Energy Efficiency Implementation Plan

A, Implementation Plan Goals and Objectives

UNS Gas’s high-level, efficiency-related goals and objectives for the 2011-2012 EE Standard are
as follows:

e Design and implement a diverse group of programs that provide opportunities for
participation for all customers;

e Maximize 2011 and 2012 energy savings;

e When feasible, maximize opportunities for program coordination with other efficiency
programs (e.g., Arizona Public Service Company (“APS”) and UNS Electric, Inc. (“UNS
Electric™)) to yield maximum benefits;

¢ Maximize program savings at a minimum cost by striving to achieve comprehensive cost-
effective savings opportunities;

e Provide UNS Gas customers and contractors with web access to detailed information on all
efficiency programs (residential and business) for electricity savings opportunities at
WWW.UEesaz.com;

e Expand the energy efficiency infrastructure in the state by increasing the number of
available qualified contractors through training and certification in specific fields;

e Use trained and qualified trade allies such as electricians, HVAC contractors, builders,
architects and engineers to transform the market for efficient technologies; and

e Inform and educate customers to modify behaviors that enable them to use energy more
efficiently.

B. Planning Process

UNS Gas’s portfolio of programs incorporates elements of the most successful energy efficiency
programs across North America into program plans designed for UNS Gas customers in particular.
A substantial amount of information including evaluations, program plans and potential studies
were used to develop specific programs for UNS Gas. UNS Gas also used a benchmarking process
to review the most successful energy efficiency programs from across the country, with a focus on
successful Southwest programs to help shape the portfolio.

C. Portfolio Risk Management

As of March 2011, the Arizona economy remains in the midst of recovering from a severe
economic recession. In this economic environment, UNS Gas’s ability to convince residential and
business customers to voluntarily take on additional debt for the installation of cost-effective
measures, even with very short pay-back periods, will likely be challenging. UNS Gas recognizes
this challenge and has developed a portfolio of programs that provides opportunities for
participation at multiple levels. By proposing a multi-faceted and broad portfolio of programs that
offers something for all ratepayers, UNS Gas will attempt to capitalize on those sectors of the
market willing to invest in energy efficiency, regardless of the challenging economic landscape. In
balance, this will allow us to meet aggressive regulatory efficiency goals.

UNS Gas used the following strategies to minimize the risks and produce the lowest cost
associated with its portfolio of energy efficiency programs:
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e Implementing primarily “tried and true” programs that have been successfully implemented
by utilities in the Southwest and across the country.

e Implement programs through a combination of third-party implementation contractors and
utility staff. UNS Gas designs programs on the most cost-effective basis utilizing
Implementation Contractors where they provide the lowest cost per therm and likewise
utilizing UNS Gas staff when appropriate.

Page 4 of 47




UNS Gas 2011-2012 Gas Energy Efficiency Implementation Plan

As demonstrated in Figure 3-, UNS Gas’s portfolio of programs can be divided into residential,
commercial, behavioral, and support sectors with administrative functions providing support across
all program areas provided by UNS Gas. Detailed information on existing program design,
measure savings, costs and other technical details are available in Section 5 through Section 10 and
detailed information for all new programs are included in the appendices.

Figure 3-1. UNS Gas Portfolio of Programs

Low income
Weatherization

Support Programs
Residentjat
Energy Financing

A, Savings, Budgets, Benefit Cost Results Overview

A

While this plan presents a two-year portfolio of investments, UNS Gas will continue to monitor
projected program funding and program participation. As such, we expect there may be some
slight adjustments in the forecasted investment levels. Additionally, incentive levels and other
program elements will be reviewed and modified on an annual basis to reflect changes in market
conditions or implementation processes in order to maximize cost-effective savings. Such
modifications will be reported in the annual reports submitted to the Commission.

As detailed in tables 3-2 through 3-5, UNS Gas has developed this plan with the intent to deliver
the maximum possible gas savings for 2011 and 2012. Current projections show the Company
achieving a 0.22% reduction as a percent of prior year sales for 2011. For 2012, the Company is
projecting gas savings of 0.70% as a percent of prior year sales. For 2011, UNS Gas’s budget
forecast is approximately $2.8 million increasing to $4.5 million in 2012.

UNS Gas based its gas savings projections and resulting budgets on the following factors:

e Existing, Commission-approved programs are anticipated to provide gas savings for 2011
0f 0.22% of 2010 gas sales.

e The anticipated timing for Commission approval of UNS Gas’s EE Plan is October of
2011.

Page 5 of 47
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UNS Gas 2011-2012 Gas Energy Efficiency Implementation Plan
e Upon Commission approval, UNS Gas will likely need 30 to 90 additional days (depending
on the program) to prepare and launch programs to customers.

e Previous experience with existing programs indicates there will be a ramp-up period of
customer acceptance and participation.

e UNS Gas does not believe it is reasonable to anticipate meaningful EE Plan
implementation for 2011, and thus is not projected to meet the 2011 EE Standard target of
.50%.

e UNS Gas has budgeted accordingly to prevent over-collection of DSM funds from UNS
Gas ratepayers.

Table 3-2. Summary of Costs and Savin

Annual Lifetime Portfolio
. . Total Net .
Program Year Total Budget*  Savings Savings Societal Cost

Benefits**
{(MTherms)* (MTherms)* Test**

$2,819,035
$4,543,484 10,207 $2,324,696

Table 3-3 provides the EES savings goal for 2011 and 2012 as a percent of sales of the previous
calendar year, and the projected savings from UNS Gas’s proposed portfolio of new and expanded
programs.

Table 3-3. Planned Savings and EES Target

305 982

Plann
Planned 0.22% 0.71%
Percent of 44% 101%
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Table 3-4 provides costs and savings detail per program over 2011 and 2012 period combined.
Table 3-4. 2011-2012 Costs and Savings by Program

Residential ;

Subtotal
RET
Total

150

2011-2012 Total

$399,903

12%

Existing Homes- - - ’ T 380

$2,705,554

30%

$690,588

$1,370,578

13

$178,774

$198,284

7

$52,562

$102,580

$1,096,857

0%

$76,155

$233,519
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Table 3-5 provides program level budgetary break downs as well as program and portfolio level
cost effectiveness results. It should be noted that RET programs are not required to deliver a
positive societal cost test result, but UNS Gas believes the Utility Cost Test to be the best
determinant test for this program. The Utility Cost Test result of 0.9 indicates advantages to this
program.

Table 3-5. 2011 and 2012 Program Bud

2011 Total
Program Budget

ets, Net Benefits, and Cost Effectiveness
2011 Program 2012 Total 2012 Program
Level Societal Program Level Societal

Cost Test Budget Cost Test

Resid $191,939 1.7 $207,963 2.0

Exi: $1,220,437 1.3 $1,485,118 1.4

d Loj $340,191 0.4 $350,397 0.4
C&I Facilities $385,676 1.7 $984,902 1.9

2 I Multifamily D $50,074 0.0 $128,700 1.1
$22,204 0.0 $176,080 1.0

0 hensive Program’ $4,157 0.0 $48,405 7.7

on and Outreach $29,731 N/A $72,849 N/A

ppO $432,670 N/A $664,187 N/A
og $0 N/A $76,155 N/A
$115,034 0.0 $118,485 0.0

SolarWater Heating .. $26,921 0.0 $230,244 0.9

B. 2011 Portfolio Results

Table 3-6 presents a detailed review of the 2011 projected savings. UNS Gas is projecting a .22%
reduction in 2010 level sales due to the end of year approval of the EE Plan. If UNS Gas achieves
greater savings sooner, the Company will need to adjust, through a filing with the Commission, its
DSMS.

Table 3-6. 2011 Savings Goal

P
2010 Gas Sales rogram

Percent Savings Savings
(MTherm) ving ving

(Mtherms)

139,043

305
(391)
44%
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Table 3-7 presents a detailed review of 2011 portfolio savings and costs in terms of program level
costs per first year and lifetime energy and demand savings.

Table 3-7. 2011 Annual and Lifetime Portfolio Savings and Costs
2011

Program Cost Program Cost

Percent of Percent of
MTh Savings Budget by
by Program Program

Annual Gas Total Program  per Lifetime  per First Year

Savings (MTh) Budget therm Saved  therm Saved

($/therm) ($/therm)
Residential New Const : $191,939 $0.213 $3.20 20% 7%
Existing Homes : $1,220,437 $0.426 $7.40 54% 43%
e $340,191 $27.66

$385,676
$50,074

$22,204
Behavior P2 sive’ $4,157

: , $29,731
Support  LIE 0 $432,670 N/A N/A 0% 15%
Programs $0

Subtotal
REF
Total

Table 3-8 presents 2011 portfolio costs, by program, segmented by the amount projected to be
spent on incentives, program delivery, program marketing, utility program administration, and
evaluation and program development, analysis and reporting software costs.

Table 3-8. 2011 Summary Portfolio Implementation Costs

Program

Program Program Utility Program Evaluatio Total Lifetime Net Level
svaluation
Delivery Marketing  Administration Program Cost Benefits (§)  Societal Cost

Incentives

$43,200 $114,208| $15,158 $11,991 $7,382 $191,939 $224,716
$585,876 $459,138 $104,501 $23,981 $46,940 $1,220,437| $474,401
Residential eriza $300,000 $0 $7,994 $13,084 $340,191
$215,877 $17,469 $3,997 $14,834, $385,676
Commercial; $47,204 $0 $1,926

T

[Home Ener, $0 $22,204 522,204  -$22,204
Behavior - 190 i n $0 $0 $4,157 -$4,157|

50 $25,735 50| $29,731
Support [0 i $150,000 $243,673 $30,000 $432,670
Programs ; X $0 $0 30

$0 $0

Subtotal
RET
Total

i i A
*Societal Cost Test cell reflects Program Utility Cost Test result since RET does not need to pass Societal Cost Test.
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Table 3-9 presents a detailed explanation of activities represented in each budget category
including incentives, program delivery, program marketing; utility program administration;
evaluation; and program development, analysis and reporting software.

Table 3-9. Budget Item Definitions

Incentives Costs for approved customer incentives. Costs include but may not be limited to:
e Direct customer incentives;
e  Agency payments for low-income weatherization program; and
e Contractor payments for direct-install programs.

Program Delivery Costs associated with implementing programs after they are approved. Costs

include but may not be limited to:
e Implementation contractor labor, travel and expenses;
o  Testing equipment and IC Contractor database modifications;
¢ Energy efficiency education and technical assistance;
o Engineering analysis to support custom incentives;
e Development and distribution of technical consumer educational materials;
e Field inspections and testing;
e Data entry and validation;
e  Sales, oversight and management of programs and budgets;
e Training, technical assistance and problem resolution;
e Travel and expenses; and
e  Administration, review and recommended modifications.

Program Marketing Costs related to marketing programs and increasing DSM consumer awareness that
are considered direct program marketing costs as opposed to gemeral consumer
education. Costs include but may not be limited to:

e Agency and internal costs to develop materials;

e  Production costs for radio, television, or internet ads;

e Internal labor costs to develop materials and marketing plan; and

e  Costs for ad placement and reproduction and mailing.
Utility Program Internal costs related to management and reporting; Costs include but may not be
Administration limited to:

e  Tracking program activity;

e Developing ACC DSM and compliance reports;

e  Preparing data requests;

e Avoided costs evaluation;

e Request for proposal (“RFP”) and contractor selection;

e  Contractor and contract management; and

e Financial monitoring and compliance.

Evaluation Costs related to Measurement, Evaluation, and Research (*“MER”) by an

independent 3™ party MER contractor. Costs include but may not be limited to:
e Identification of baseline efficiency levels and the market potential;
e Process and impact evaluations;
e Verification of installed energy efficient measures;
e  Validation of reported energy savings; and
e Research into new and emerging technologies.

Program Costs related to program design, development and resources necessary to meet

Development, reporting requirements of the Gas Energy Efficiency Standard. Costs include but

Analysis and may not be limited to:

Reporting Software e  Measure and program research and benefit-cost analysis;

e Codes and Standards research and analysis;

e Education and training on new technologies;

e Incremental cost studies;

e  Program design, development and analysis;

e  Software for tracking and reporting to remain in compliance with GEES
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C. 2012 Portfolio Results

Table 3-10 presents a detailed review of the 2012 projected savings compared to EES. This
section presents a detailed review of the 2012 projected savings. UNS Gas’s proposed portfolio of

new and expanded programs is projected to meet the annual 2012 goal of 0.70% of previous year
retail sales.

Table 3-10. 2012 Savings Goal
2011 Gas

Sales
(MTherm)

Percent Savings

Program
Savings
(Mtherms)

138,851 972

982

rence e 10

Percent of Target Reached = 101%
Table 3-11 presents a detailed review of 2012 portfolio savings and costs in terms of program

level costs per first year and lifetime energy and demand savings.

Table 3-11. 2012 Annual and Lifetime Portfolio Savings and Costs

Program Cost Program
Annual Gas s Bram

Total Program
Budget

Savings per Lifetime  per First

(MTh) therm Saved

($/therm) ($/ther

Cost
Year

m)

Percent of

Program

therm Saved Savings by

Percent of
Budget by
Program

ial New . C 90 $207,963 $0.15 $2.30 9% 5%
Existing Homes =7 215 $1,485,118 $0.40 $6.89 22% 33%
BN Low Income Weatherization B 13 $350,397

e

$984,902

$3.73
0 $128,700 $10.08 1% 3%
$176,080 $0.55 33% 4%

B 0 $48,405 $1.30

Education and Qutreach $72,849 N/A

‘ N/A

4%

0%

wo il Residential Ex $664,187 N/A N/Al 0% 15%
og . 0 $76,155 N/A N/A] 0% 2%

$118,485

$230,244

$0.00

$8.03

0%

3%
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Table 3-12 presents 2012 portfolio costs, by program, segmented by the amount projected to be
spent on incentives, program delivery, program marketing, utility program administration, and
evaluation costs. Refer to Table 3-8 for an explanation of activities included in each cost category.

Table 3-12. 2012 Summary Portfolio Implementation Costs

Utility Program
Program Program Program Evaluati Total Lifetime Net Level
ation
Delivery Marketing  Administratio Program Cost Benefits ($)  Societal Cost

Test

Incentives

Residential New: Construction ) $65,000 $106,134 $16,480 $12,350 $7,999 $207,963 $418,949
i : $754,576 $521,148 $127,572 $24,701 $57,120f  $1,485,118 $631,930
Residential izati $309,01 $19,686 $13,477

: ; $411,750 $441,693 $85,344 . $37,881 $984,902 $1,202,236
Commercial i $103,783 $4,601 , $4,950 $128,700 $8,399

10,635

$152,500]  $17,720 , B $176,080
$20,000 $22.427 X $48405]  $324,829

" §2,80 , $0
$263,200 $362,603 $25,000 . $5,150]  $664,187 $0
$60,095 39,014 ¥ 52,920 76,155 %0

am Development, Analysis and
fng Softears $118,485 $0|  $118,485| 5118485

| Stosei]’

Subtotal
RET
Total =

*Societal Cost Test cell reflects Program Utility

D. Review of Different Benefit-Cost Tests and Results

As required in A.C.C. R14-2-2512, UNS Gas must ensure that the incremental benefits to society of
the overall DSM portfolio exceed the incremental costs to society using the Societal Cost Test. For
the analysis of program benefits, a software program we will term NAVdesign was developed by
Navigant Consulting, Inc. for use by UNS Gas. NAVdesign applies avoided cost savings generated
by each measure or program, across the entire portfolio. Measure and program level benefit-cost
details are available in the appendices.

Program Development

Program development involves selecting the technologies to include in each program as well as
estimating participation levels and program costs. Though the DSM portfolio must be cost-
effective, there are a number of perspectives on cost effectiveness. Some of these alternative
perspectives are described below.

Tvypes of Benefit-Cost Tests

As detailed in Table 3-13, there are five major benefit-cost tests commonly utilized in the energy
efficiency industry, each of which addresses different perspectives. The Arizona EES established
that the societal cost test should be used as the key perspective for judging the cost-effectiveness of
the energy efficiency measures and programs. Regardless of which perspective is used, benefit-cost
ratios greater than or equal to 1.0 are considered beneficial. While various perspectives are often
referred to as tests, the following list of criteria demonstrates that decisions on program
development go beyond a pass/fail test.
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Table 3-13.

SOCIETAL
TEST

Comparative Benefit-Cost Tests

TOTAL
RESOURCE

COSI EESF

UTILITY
RESOURCE COST
TEST

PARTICIPANT
( OST TEST

RATE
IMPACT
MEASURE

1E5TF

Reduction in Customer's
Utility Bill

Incentive Paid by
Utility/Program X
Administrator

Any Tax Credit Received X X

Avoided Supply Costs X
Avoided Participant Costs X X X

>
>
>

Participant Payment to Utility
(if any)
External Benefits X

Utility Admin Costs k k X X X

Participant Costs X X X

Incentive Costs X

External Costs X

Lost Revenues X

Although only required to submit a societal cost test, UNS Gas evaluated the cost-effectiveness of
the measures, programs and overall portfolio based on all of the following standard tests:

Societal Cost Test

The Societal Cost Test (“SCT”) is similar to the Total Resource Cost (“TRC”) test however it is
also intended to account for the effects of externalities (such as reductions in carbon dioxide
(““CO2»), nitrogen oxides (“NOx), and sulfur dioxide (“SO,»). One additional difference between
the TRC and the SCT is that the SCT uses a societal discount rate in the analysis. The SCT is the
regulated benefit cost analysis required in the EES and UNS Gas has provided a SCT that accounts
for the societal discount rate. UNS Gas is however, unable to provide a true societal test given the
uncertain values of environmental externalities. As required by the Commission, UNS Gas will
work in 2011 with stakeholders to develop appropriate metrics and monetize costs for water, SOx,
PM10, and NOx emissions savings as part of the societal cost test in program filings and energy
efficiency implementation plans but until a true market is available for CO, CO, will not be
separately monetized, In compliance with Commission Decision No. 72028 (December 12, 2010),
UNS Gas will re-file the societal costs with the results of the stakeholder meetings.

Total Resource Cost

The Total Resource Cost test is a test that measures the total net resource expenditures of a DSM
program from the point of view of the utility and its ratepayers. Resource costs include changes in
supply and participant costs. A DSM program, which passes the TRC test (i.e., a ratio greater than
1), is viewed as beneficial to the utility and its customers because the monetary value of the lifetime
energy savings are greater than the DSM costs incurred by the utility and its customers.
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Utility Resource Cost Test

The Utility Resource Cost Test, also referred to as the Program Administrator Test (“PAT”)
measures the net benefits of a DSM program as a resource option based on the costs and benefits
incurred by the utility (including incentive costs) and excluding any net costs incurred by the
customer participating in the efficiency program. The benefits are the avoided supply costs of
energy and demand, the reduction in transmission, distribution, generation and capacity valued at
marginal costs for the periods when there is a load reduction. The costs are the program costs
incurred by the utility, the incentives paid to the customers, and the increased supply costs for the
periods in which load is increased.

Participant Cost Test

The Participant Cost Test (“PCT”) illustrates the relative magnitude of net benefits that go to
participants compared to net benefits achieved from other perspectives. The benefits derived from
this test reflect reductions in a customer’s bill and energy costs plus any incentives received from
the utility or third parties, and any tax credit. Savings are based on gross revenues. Costs are based
on out-of-pocket expenses from participating in a program, plus any increases in the customer’s
utility bill(s).

Rate Impact Measure Test

The Rate Impact Measure (“RIM”) Test measures the change in utility energy rates resulting from
changes in revenues and operating costs. Higher RIM test scores indicate there will be less impact
on increasing energy rates. While the RIM results provide a guide as to which technology has more
impact on rates, generally it is not considered a pass/fail test. Instead, the amount of rate impact is
usually considered at a policy level. The policy level decision is whether the entire portfolio’s
impact on rates is so detrimental that some net benefits have to be forgone.
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Table 3-14 summarizes results of the various program level cost effectiveness tests.

Table 3-14. Comparative Benefit-Cost Test Results

2011 - 2012
O
O eta O O % Pa % payce
€S0
o Do
[Residential New Constrtxctmn 1.8 1.4 2.7 3.3 0.6
) Existing Homes : : 1.4 1.0 1.1 3.1 0.4
] Low Income Weathenzahon ' 0.4 0.3 0.1 2.8 0.0

v
o

The section of the EES on cost effectiveness, A.A.C. R14-2-2512, also requires that the
incremental benefits to society of the entire DSM portfolio must exceed the incremental costs to
society. Table 3-15 summarizes the benefit-cost ratio of the DSM portfolio using the SCT as well
as showing results of several other methods of calculating cost effectiveness. It should be noted
that RET programs are not required to meet the SCT, and RET has been excluded from Table 3-15.

Table 3-15. DSM Portfolio Cost Effectiveness

Total
Societal Cost R Utility Cost Participant Ratepayer
source
Test © Test Cost Test Impact Test
Cost Test

E. Environmental Benefits

UNS Gas estimates that implementation of the proposed portfolio will result in significant
reductions in CO,, NOx and SO, from fossil fuel power plant emissions over the lifetime of the
installed efficiency measures. Table 3-16 details both annual and lifetime environmental benefits
of the 2011 and 2012 portfolios.
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Table 3-16. Environmental Benefits

2011-2012 Total
Annual Lifetime Lifetime Lifetime
Annual CO2 Annual NOx SOx CcO2 NOx SOx
Savings Savings Savings Savings Savings Savings
(Metric Tons) (Metric Tons)  (Metric (Metric (Metric (Metric

Tons) Tons) Tons) Tons)
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The following section presents updates of UNS Gas’s residential programs, with specific focus on
new measures and proposed changes consistent with requirements of Section R-14-2-2507 of
Decision No. 72042. This section also presents a summary discussion of UNS Gas’s new
programs. Detailed program descriptions and cost-effectiveness results for each new program are
included in the appendices.

A. Residential New Construction

UNS Gas is requesting budget approval to continue this program with one modification that updates
the construction standard and energy savings to Energy Star® v3.

Program Description

This program is a continuation of the existing program design that was approved by Decision No.
72023 (December 10, 2010) for the “Energy Smart Home-Joint Program™. This is a joint-utility
residential new construction program. The Program is designed with an incentive schedule that
awards builders an additional incentive for installation of more efficient gas heating and water
heating equipment than that required in the electric service providers residential new home
construction program. To qualify for an incentive, homes must first qualify for the APS Energy Star
new home program, be tested by an approved energy rater, and meet the required Home Energy
Rating System (“HERS”) Index score. On the HERS index scale, a score of 100 is considered the
average efficiency of baseline new construction. A HERS index score of 0 represents a home that
produces all of its energy through on-site generation from renewable energy. Therefore, the lower
the HERS score, the more efficient the home. Tier 1 requires a minimum of a HERS that is <= 85,
Tier 2 requires a minimum of HERS <= 70.

Program Objectives and Rationale

The objectives of the residential new home construction program are to advance energy efficient
building practices, through builder training; customer awareness of the benefits of energy efficient
construction; and the installation of higher efficiency gas furnaces (Minimum 92 AFUE) and more
efficient hot water systems (Minimum 0.67 EF) in the warmer climates of Kingman and Santa Cruz
County, and installation of even higher efficiency gas furnaces (Minimum 94 AFUE) and more
efficient hot water systems (Minimum 0.67 EF) in colder climates of Flagstaff, Prescott, Show
Low, etc.

New Measures for 2011-2012

No new measures are anticipated for 2011 or 2012; however, new savings estimates were
completed to update construction standards to Energy Star® v3.

Delivery and Marketing Strategy

Program delivery is provided jointly, by a third party implementation contractor selected through
competitive bid, UNS Gas staff and participation of independent RESNET approved home energy
raters (HERs). The contractor provides outreach to targeted builders, conduct builder training on
marketing Energy Star® homes and on the Energy Star® performance standard, and coach and
mentor participating builders and raters.
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The program is marketed to select builders primarily through direct business-to-business contacts.
The program is marketed to consumers at home shows, parade of homes, and other events focused
on home-building as advertised through mass market and targeted media outlets.

Measurement, Evaluation, and Research Plan

The MER plan is consistent with previously filed strategy.
B. Existing Homes and Audit Direct Install

UNS Gas is requesting budget approval to continue this program plus approval for adding these
additional measures: high-efficiency residential boilers; pipe wrap; and hi-efficiency pool and spa
heaters.

Program Description

The Existing Homes and Audit Direct Install Program is a newly approved program that replaces
the former Residential HVAC program. The program was approved by Commission Decision Nos.
72045 (December 10, 2010) and 72056 (January 6, 2011). The program is targeted to all existing
homes in need of energy efficiency improvements. The program has two components. The first
component is an initial energy audit (includes the direct installation of low-flow shower heads and
faucet aerators), followed by the identification of actionable, larger scale home energy efficiency
improvements, which is then followed by a referral to a local Building Performance Institute
(“BPI”) certified contractor to implement major home energy improvements such as insulation, air-
sealing, and HVAC. The second component is the promotion of the installation of pipe wrap, high-
efficiency storage water heaters, and high-efficiency pool and spa heaters. In order to increase the
number of approved energy efficiency upgrades to the existing homes in its service territory, UNS
Gas is requesting approval to add high-efficiency residential boilers, pipe wrap, and high-efficiency
pool and spa heaters to the list of approved measures. These additional energy efficiency options
will reduce gas consumption, further improve the energy efficiency of existing homes in the UNS
Gas service territory, and assist UNS Gas in achieving energy efficiency goals.

UNS Gas plans to submit the Existing Home Program to the Environmental Protection Agency
(“EPA”) with a request to utilize EPA labeling as Home Performance with Energy Star®.

Program Objectives and Rationale

The program achieves energy savings from the installation of energy efficient measures and
contributes toward transforming the industry to emphasize best practice building science principles.
The program invests in training and mentorship of participating contractors to understand the
“house as a system” building science and to achieve BPI certification. UNS Gas has included a
Residential Financing Pilot Program in this Plan for 2011-2012 which will be used to enhance
participation in this program.

New Measures for 2011-2012

Table 4-1 presents new measures to be rebated by the program in 2011 and 2012. Previously
approved measures, and associated incentive levels and participation forecasts are included in
Appendix F.
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Table 4-1. Measure Efficiencies, Incentive Level and Participation, Benefit-Cost

Avg. 2012 Measure Level
Incentive Per Est. Societal Cost
it _ Units Test

Base High

Measure Name p e
Efficieney Efliciency

H‘g}ﬁEfﬁ‘”enCY Space | 4 pyE 80 AFUE 88 | System $500 50 60 12
eating Boiler
Pipe Wrap N\‘;\,f;ge Pgresxr;i;“ Wrap $12 200 | 300 1.2
High Efficiency Pool
and Spa Heater (<500 AFUE 83 AFUE 86 Heater $150 5 5 2.2
{Btuh)

*Additional detail on measure level savings, societal benefits/costs, and environmental benefits of both new and existing measures
is included in Appendix F.

Delivery and Marketing Strategy

UNS Gas provides program management oversight and marketing. A third party implementation
contractor will be responsible for recruitment, training, and mentorship of participating contractors,
retailers and manufacturers, training energy auditors, data tracking, rebate processing, and technical
support. Energy auditors will provide referrals to BPI certified contractors and solar installers, and
referral information will be reported to UNS Gas. Measure installation to residential customers will
be provided by participating independent contractors. In 2011-2012, program delivery will be
coordinated with APS and UNS Electric to address programming overlap among the utilities.

UNS Gas provides program marketing and customer awareness-building through website
promotion, community interest groups, mass-market channels (e.g. radio, newspaper, et cetera),
brochures and bill inserts, high bill inquiries, trade ally marketing efforts, contractor enrollment and
training.

Measurement, Evaluation, and Research Plan

The MER plan is consistent with previously filed strategy.
C. Low Income Weatherization

UNS Gas is requesting budget approval to continue the Low-Income Weatherization Program
(“LIWP”) and, as ordered in Commission Decision No. 71623 (April 14, 2010), to modify income
eligibility from 150% of poverty level to match the poverty level set by LIHEAP, as it may change
from time to time. The current level set by LIHEAP is 200% of poverty level. UNS Gas is also
requesting a change to increase the maximum spending per home from $2,000 to $3,000 to be
consistent with UNS Electric and TEP.

Program Description

The LIWP is an ongoing element of the program portfolio and was approved by Commission
Decision No. 70180 (February 27, 2008). LIWP helps conserve energy and lower utility bills for
UNS Gas households with limited incomes by funding the weatherization of eligible homes.
Weatherization measures fall into four major categories: duct repair, pressure
management/infiltration control, attic insulation, and repair or replacement of non-functional or
hazardous appliances. Weatherization is conducted in accordance with the Weatherization
Assistance Program (“WAP”), a program funded by the U.S. Department of Energy. Household
income and participation guidelines will be consistent in an on-going manner with current policy
criteria used by the Arizona Energy Office, a division of the Arizona Department of Commerce.
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Program Obijectives and Rationale

The objectives of the program are: 1) to coordinate with the Arizona Energy Office to follow
approved state WAP rules when using funding from UNS Gas; 2) to lower the average household
energy consumption for low-income customers; and 3) to increase the number of homes
weatherized annually. The program funding provides up to $3,000 per residence for energy efficient
weatherization measures, equipment replacement and/or repair, et cetera, for low-income customers
within the UNS Gas service area. Agencies are allowed to use up to 25% of their annual budget for
health and safety related repairs. Agencies may request a waiver of the $3,000 limitation on a case-
by-case basis;

New Measures for 2011-2012

No new measures are included in the program for 2011 and 2012.

Delivery and Marketing Strategy

LIWP is delivered by Western Arizona Council of Governments (WACOG), Northern Arizona
Council of Governments (NACOG) and Southeastern Arizona Community Action Program
(SEACAP), who are State-approved weatherization agencies, providing program administration,
planning, program promotion, coordination, participant eligibility and priority, labor, materials,
equipment and entering results into tracking software. Funding is provided to all agencies from
UNS Gas upon documentation of work completed.

Due to the popularity of the program, DSM revenues are not allocated for advertising and
promotion. Program promotion occurs mainly through community action agency partners that
deliver presentations to community organizations, and/or by leaving information at neighborhood
community and recreation centers, and by responding to calls directed from UNS Gas. UNS Gas
also provides website promotion and information during speaking engagements and outreach
presentations.

Measurement, Evaluation, and Research Plan

The MER plan is consistent with previously filed strategy.

Page 20 of 47




UNS Gas 2011-2012 Gas Energy Efficiency Implementation Plan

The following section presents updates of UNS Gas’s previously approved Commercial and
Industrial (“C&I”) Facilities Program, with specific focus on new measures and proposed changes
consistent with requirements of A.A.C. R-14-2-2507 (effective January 4, 2011). This section also
presents a summary discussion of UNS Gas’s new commercial program, the Multifamily Direct-
Install Program. Detailed program descriptions and cost-effectiveness results for each new program
are included in the appendices.

A. C&I Facilities

Program Description

UNS Gas is requesting budget approval to continue the C&I Facilities program plus approval for
adding measures, removing incentive caps for C&I customers and for School Districts, and
modifying the delivery of the program to a direct install program similar in all respects to the
Tucson Electric Power Company (“TEP”) Small Business Program and the UNS Electric C&I
Facilities Program. UNS Gas is requesting approval to add the following 16 measures:

. High-Efficiency (“HE”) Fryers;

J HE Vat Fryers;

. HE Combination Ovens;

. HE Convection Ovens;

o HE Conveyor Ovens (<25” and >257);

. HE Rack Ovens (Single and Double);

° HE Energy Star® Steam Cookers;

. HE Condensing Unit Heaters (131,000 — 305,000 Btuh);

. Power-Vented Unit Heaters — Early Retirement of Gravity-Vented Unit Heaters (150,000
— 300,000 Btuh);

. Programmable Thermostats;

. HE Space Heating Steam Boilers (>300 kBtuh)

° HE Pool and Spa Heaters (<500 kBtuh);

. Commercial Multi-Family Clothes Washers, CEE Tiers 1, 2 and 3;

° Steam Trap Surveys and Replacements;

o Low-Flow Pre-Rinse Spray Valves; and

. Custom Measures.

Program Description

UNS Gas is requesting approval to modify the delivery of the C&I Facilities program to parallel the
TEP Small Business Direct Install program and the UNS Electric C&I Facilities program by paying
incentives directly to installing contractors. The existing program, approved previously in
Commission Decision No. 70180 (February 27, 2008), provided a prescriptive incentive structure
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where incentives are paid directly to customers. The original program offers incentives for a very
limited group of energy efficiency measures in existing facilities. Participation in the existing
program has been very low to date. As such, the new program significantly increases the group of
eligible cost-effective measures offered to C&I Customers, including boilers, storage water heating,
furnace replacement, and a wide array of cooking equipment. In order to increase program
participation, UNS Gas is requesting approval to modify delivery of this program, with average
incentive levels of 75% of incremental cost paid directly to the contractor. Such a program design
has been extremely successful for TEP and UNS Electric, and UNS Gas believes this change will
remove existing barriers that limit participation in the program, as customers will only be required
to pay the amount of the retro-fit that is not covered by utility incentives. UNS Gas is also
requesting removal of the $8,000 incentive cap for C&I customers and the $25,000 incentive cap
per school district, as these caps provide a disincentive to customer participation.

Program Objectives and Rationale

The C&I Facilities program is designed to address the barriers to this market segment, including
limited investment capital, limited awareness of energy cost savings, and required short-term
payback. The program’s purpose is to persuade small business customers to install high-efficiency
equipment at their facilities and encourage contractors to promote the program.

New Measures for 2011-2012

Previously approved measures, and associated incentive levels and participation forecasts are
included in Appendix F. Table 5-1 presents the average incentive levels anticipated for the new
measures. UNS Gas specifically notes that incentive levels are average as they represent the
weighted result of the average incentive for a measure, which varies depending on the size, type, or
Btu/h output of the equipment being rebated. Incentives that the public see for these measures may
be slightly higher or lower, depending again on the size of the equipment under consideration.
Overall, incentive levels have been designed to not exceed 75% of incremental costs.
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Table 5-1. Measure Efficiencies, Incentive Level and Participation, Benefit-Cost

A Meastire

S Base High : Level
Measure Name . ; Incentive .
Efficiency Efficiency - Societal
Per Unit
‘ Cost Test
High Efficiency Space AFUE 78 AFUE 82 Boiler $1,800 0 10 2.6
Heating Steam Boiler
. . 35% 50%
High Efficiency Fryer Efficiency Efficiency Fryer $900 0 15 22
High Efficiency Large Vat 35% 50%
Fryer Efficiency Efficiency Fryer $900 0 15 2.6
High Efficiency 35% 40%
Combination Oven Efficiency Efficiency Oven $1,000 0 10 2.0
High Efficiency Convection 30% 44%
Oven Efficiency Efficiency Oven $1,000 0 B 10 1.6
High Efficiency Conveyor 20% 42%
Oven (<25”) Efficiency | Efficiency | '™ $400 0 10 10.0
High Efficiency Conveyor 20% 42%
Oven (>257) Efficiency Efficiency Oven $900 0 10 31
High Efficiency Rack Oven 30% 50%
(Single) Efficiency Efficiency Oven $1,000 0 10 34
High Efficiency Rack Oven 30% 50%
(Double) Efficiency Efficiency Oven §1,000 0 10 78
High Efficiency Energy 15% 38%
Star® Steam Cooker Efficiency Efficiency Cooker $1,750 0 10 4.4
Condensing Unit Heater AFUE 83 AFUE 92 System $400 0 10 33
Power Vented Unit Heater AFUE 63 AFUE 83 System $2,000 0 10 32
Baseline ® oy
Programmable Thermostats Thermostat Energy Star Building $100 0 50 1.7
High Efficiency Pool and
Spa Heater (<500kBtuh) AFUE 83 AFUE 86 Heater $150 0 5 2.2
Low-Flow Pre-Rinsc Spray Standard Low Flow Valve $50 0 50 4.6
Valve
. e CEE Tier 1;
Commercial/Multifamily R
Clothes Washer CEE Tier 1 Standard MEF 62, WF Washer $75 0 50 38
. o CEE Tier 2,
Commercial/Multifamily Standard MEF22; | Washer $75 0 50 4.0
Clothes Washer CEE Tier 2
WF 4.5
. o CEE Tier 3;
Commercial/Multifamily >
Clothes Washer CEE Tier 3 Standard MEF 2.4; Washer $75 0 50 2.1
WF 4
Survey and
RSteam Trap Survey anq Standard replace failed Trap $250 0 200 2.3
eplacement - Commercial traps
o Survey and
Steam Trap Survey agd Standard replace failed Trap $250 0 25 11.7
Replacement - Industrial
traps
**Custom Measures No Action Custom Customer $2,700 0 5 4.8

*Additional detail on measure level savings, societal benefits/costs, and environmental benefits of both new and existing
measures is included in Appendix F.

**Custom incentive is based on a projection of covering 75% of incremental cost for a typical custom project and is
equivalent to $2,700 based on first year savings.
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Delivery and Marketing Strategy

The program will be operated as an “up-stream” market program, offering incentives directly to
pre-qualified installing contractors to provide turn-key installation services to customers, intended
to reduce the measure payback to one year or less. The program also includes consumer and trade
ally educational and promotional pieces designed to provide decision makers in the small business
market with the information necessary to make informed choices (and increase awareness).

The marketing strategy includes education seminars tailored to the small business market, major
media advertising, website promotion, outreach and presentations at professional and community
forums, and direct outreach to customers.

Measurement, Evaluation, and Research Plan

The MER plan is consistent with previously filed strategy.
B. Multifamily Direct-Install Program

Program Description

UNS Gas is requesting budget approval to add a Multifamily Direct-Install program to the UNSG
Portfolio. A full program description for this program is included as Appendix A.

Multifamily housing has traditionally been a difficult sector to reach for utility DSM programs.
These buildings represent huge efficiency potential and also substantial barriers to implementation.
The major barriers include lack of capital, and lack of knowledge/awareness of the benefits of
energy efficiency improvements. Further complicating matters, multifamily housing is defined
differently by different money lending entities. Properties with 2-4 dwelling units typically fall
under residential financing guidelines and the decisions makers are usually individuals. Larger
properties with 5 dwelling units or more typically fall under commercial lending guidelines and
decision-makers (at least for larger complexes) are typically corporate, institutional, or trusts (e.g.,
Real Estate Investment Trusts). As such, the decision making process and access to capital differs
significantly between these two market segments. With this distinction in mind, the 2-4 unit market
segment can be best served by the residential Existing Homes Program, and the 5+ Multifamily
Housing market segment will be served by both the Multifamily Direct-Install Program and/or the
C&I Facilities program.

In order to encourage energy efficiency upgrades, the program will initially offer the following
delivery tracks:

e A direct installation of selected low cost energy efficiency improvements in existing
complexes; and

o Common area energy efficiency improvements in existing complexes that will be handled
through the C&I Facilities program.

As the program develops and matures, UNS Gas will examine a third track to encourage more
comprehensive dwelling unit energy efficiency improvements in existing complexes. With these
delivery options to choose from, property owners and managers have a variety of solutions to fit
their needs. A full program description and benefit cost analysis is included in Appendix A.
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Program Objectives and Rationale

By delivering this program with a focus on reducing key market barriers and targeting key decision
makers, this program can contribute significantly to the achievement of UNS Gas’s DSM program
energy savings goals by lowering energy usage in multifamily housing complexes.

The objectives of the program are to:
o Reduce overall energy consumption in the multifamily housing market segment;

+ Promote energy efficiency retrofits of both dwelling units and common areas in this market
segment;

o Increase overall awareness about the importance and benefits of energy efficiency
improvements to the landlord and property ownership community; and

o Help meet the energy savings targets of the UNS Gas DSM program portfolio.

Energy Savings and Cost Effectiveness

Table 5-2 presents measures to be rebated by the program in 2011 and 2012, measure efficiencies
and participation goals. A full program description and benefit cost analysis is included in
Appendix A.

Table 5-2. Measure Savings, Incentive Level and Participation, Benefit-Cost

Base High Avg, 2011 2012 Measure | cvel
Measure Nane Efficienc E ffic;ge Ly Incentive Per Est. Est. Societal Cost
y €y LUnit Units Units Test
Low Flow
4 GPM 1.5 GPM Showerhead $35 0 275 8.6
Showerhead
Kitchen Faucet |, spp | 156PM Acrator $3 0 275 36.6
Aerators
Bathroom Faucet | - , 5\ 1 GPM Aerator $3 0 275 33.8
Aerators

Delivery and Marketing Strategy
In order to help ensure energy efficiency upgrades in existing complexes, delivery of this program

will be through a direct installation effort, focusing on the implementation of faucet aerators, and
low flow showerheads in existing dwelling units. The installation will be at no cost to the owner,
and the program will pay the full cost of product installation. The installation can be completed
either through the facility’s existing maintenance or management personnel or via a program
authorized installation contractor. Common area energy efficiency improvements in existing
complexes will be handled through the C&I Facilities program.

Measurement Evaluation and Research Plan
The MER team will develop a MER research plan and conduct annual evaluation research on the
achievements of this program.
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" Behavioral Comprehen

This section presents a summary discussion of UNS Gas’s proposed new program offerings in the
behavioral suite of programs. Detailed program descriptions and cost-effectiveness results for each
new program are included in Appendix B.

A. Behavioral Comprehensive

Program Description
The Behavioral Comprehensive program is a new program offering in the 2011-2012 portfolio. This
filing provides information on behavioral approaches, which together are being called the Behavior

Comprehensive program. UNS Gas is requesting budget approval to add this program to the UNS
Gas portfolio.

Behavioral based energy efficiency programs are designed to affect several types of energy use
behaviors, such as habitual behaviors (e.g., turning off lights or adjusting the thermostat),
purchasing behaviors (e.g. buying efficient lights and appliances), and the behavior of being
motivated to participate in utility DSM programs. The new Behavioral Comprehensive program
targets specific and relevant efficiency recommendations to each customer, making it easier for
each customer to take action on the recommendations and programs most relevant to them. .

The following types of behaviors targeted in this comprehensive program will generate both gas
and electric savings through a variety of customer actions:
e Habitual behaviors:
o Adjust thermostat setting; and
e Using cold water for laundry;
¢ Small purchasing and maintenance behaviors:
e Purchase and install faucet aerators and low flow shower heads; and
o HVAC maintenance;
o Larger purchasing decisions:
e Purchase an Energy Star™ appliance ; and
e Purchase higher EE heating and cooling system through participation in a UNS Gas
DSM program.

In 2011-2012, the Behavioral Comprehensive program will be limited to the Home Energy Reports
Pilot Program, discussed separately, and K-12 Education (Table 6-1). UNS Gas will evaluate
additional delivery mechanisms for future Plans and consider adding more mechanisms to this list
in 2013.

Table 6-1. Summary of Behavioral Programs
' Behavioral Programs

1 | Home Energy Reports Comparison of energy use to that of neighbors
2 | Behavior Comprehensive | K-12 Education | Classroom education including take home direct install kits

Program Objectives and Rationale
The main objective of behavioral programs is to provide customers with more information to allow
them to better understand and manage their energy usage. Several approaches are being

Page 26 of 47




UNS Gas 2011-2012 Gas Energy Efficiency Implementation Plan
implemented and will be assessed to determine the effectiveness and benefits of making this
information available.
Some of the programs’ major objectives include:
e Generate significant savings for DSM portfolio objectives;

e Enhance relationships with UNS Gas customers leading to other areas of participation in
UNS Gas’s portfolio of DSM programs;

e Promote efficient building operations;
o Lower energy bills for the consumer; and

e Educate the next generation of consumers via the school education programs so they are
aware of the importance of energy efficiency.

Delivery and Marketing Strategy

Initially, this program will be offered through two implementation contractors.  One
implementation contractor will work with teachers in K-12 Educational facilities and another will
deliver the Home Energy Reports.

Measurement, Evaluation, and Research Plan
An overview of the MER plan for this program is included as part of the larger program design
filing, detailed in Appendix B.

B. Home Energy Reports Pilot Program

Program Description

UNS Gas’s Home Energy Report Pilot program offered by OPOWER is part of the Behavioral
Comprehensive program. Due to limited information for gas-only or for dual-fuel programs, the
energy savings provided by OPOWER is based on the implementation contractor’s best estimate of
potential savings. Given the dual-fuel strategy for capturing both electric and gas savings via home
energy reports, it is possible that customers may elect to proceed with measures that generate more
electric or more gas savings. UNS Gas is therefore suggesting the Home Energy Report program as
a pilot program through 12/31/2012 to enable UNS Gas and the implementation contractor time to
evaluate savings on the gas side from both options.

UNS Gas’s Home Energy Report Pilot Program is designed to affect: i) habitual behaviors like
adjusting the thermostat; ii) purchasing behaviors such as buying efficient gas appliances; and iii)
the behavior of participating in utility DSM programs. This is accomplished through distributing
reports on an opt-out basis that compare a customer’s energy use to that of neighbors with similar
home attributes, which has been documented to instill a sense of competition and action in
customers, leading to reduced energy consumption

The major objectives from this Program are to:
e Generate significant savings toward DSM portfolio objectives;
o Educate and inspire customers to take advantage of other DSM programs;
e Enhance a positive utility image;
e Promote efficient building operations; and

e Reduce energy bills for consumers.
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UNS Gas service territory includes customers who receive gas service from UNS Gas and electric
service from UNS Electric. UNS Gas service territory also includes customers who receive gas
service from UNS Gas and electric service from APS. UNS Electric and APS have already filed an
order to include Home Energy Reports in their individual DSM Portfolios, but these reports would
not include recommendations for gas efficiency.

UNS Gas has developed a unique methodology to maximize potential savings and reduce total costs
for dual fuel customers in the UNS Gas/UNS Electric joint service territories. UNS Electric has
agreed to work with the implementation contractor to deliver dual-fuel reports to customers in this
joint-utility service territory and UNS Gas will bear the incremental increase in cost to develop
dual-fuel reports. UNS Electric will report the electric energy savings from these joint-utility
customers and UNS Gas will report the gas energy savings from the same homes.

In the northern part of the UNS Gas service territory that is jointly served by APS, UNS Gas
discussed a similar arrangement with APS. It was determined that APS will be concentrating Home
Energy Reports through their program in the metro-Phoenix and Yuma areas due to the
significantly higher electric energy use of these customers. Therefore, APS customers in the joint
service territory with UNS Gas will not be included in early years of the APS program. Customers
in this northern area for UNS Gas are customers with the highest gas consumption in the territory
and it is important to include this group of customers in the program. Therefore, UNS Gas will
include this northern area in its Home Energy Report program as gas-only reports and bear the
entire cost of these reports in the UNS Gas program budget.

All Home Energy Report products will be automatically mailed to the target market by the
implementation contractor. Thus, no direct marketing is anticipated for this program. UNS Gas
will, however, jointly develop the marketing message contained in the Home Energy Reports with
the contractor. The program will also be included in the integrated marketing approach developed
and used for all DSM measures.

Program Objectives and Rationale

The major objectives from this program are to: generate significant savings for DSM portfolio
objectives; educate and empower customers to take advantage of other DSM programs; promote
efficient building operations; and reduce energy bills through behavioral modifications for
consumers.

New Measures for 2011-2012

Table 6-2 presents measures to be implemented by the program in 2011 and 2012, description of
base and high efficiency, and the schedule for implementation as noted by the year in which the
initiatives will be rolled out. The energy savings is based on the implementation contractor’s best
estimate of potential savings and represents the average annual two-year energy savings for both
dual-fuel customers and gas-only customers. It is common for the first-year energy savings to be
less than the second-year energy savings due to the persistence of messaging received by customers
and the impact of this messaging on customer behavior. Savings estimates for this two-year pilot
program were determined by assuming 0.85% savings in year one and 1.35% in year two, or an
average of 1.15% savings for each of the two years. A full program description and benefit cost
results are included in Appendix B.
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Table 6-2. Measure Efficiencies, Incentive Level, and Participation, Benefit-Cost

. Avg. Measure Level
Measure Name | “Ba‘se ngh Incentive Per 2012'Est. Sacietal Cost
Efficiency Efficiency : Units
: . 1nit Test
Home Energy 1.15%
Reports (Gas Only— | No Action S Y Customer $7 0 - 1.02
) 2011) avings
Home Energy 1.15%
Reports (Gas Only— | No Action S o Customer $7.50 - 15,000 0.96
2012) avings
Home Energy 115%
Reports (Dual Fuel No Action Savin ° Customer $2 0 - 1.9
Only — 2011) avings
Home Energy 1.15%
Reports (Dual Fuel | No Action Sovin ° Customer $2 - 20,000 1.9
Only — 2012) g8

Program Implementation Schedule

Immediately following Commission approval for the Home Energy Reports, UNS Gas will begin
working with the implementation contractor to design dual-fuel reports and messaging to include on
reports. UNS Gas and the implementation contractor will also work to secure customer data
sharing to enable selection of the target group and the control group. It is anticipated that the Home
Energy Reports Pilot will be launched within 6 months of Commission approval.

C. K-12 Education Program

The K-12 Education approach is an extension of the existing UNS Electric education program. In
this approach, in addition to energy based class room curriculum, students will be instructed in
energy saving approaches that can be implemented in their homes. Students will be provided a take
home kit which includes several energy saving devices such as low-flow shower heads, faucet
aerators and educational materials regarding actions that can be taken to reduce energy use. UNS
Gas will target teachers who are willing to add the energy based classroom curriculum and provide
students with this educational opportunity. K-12 Education program will be delivered by a third
party implementation contractor experienced in this approach. Energy savings related to this
program are derived from items included in the take-home kit and information on the response card
collected by the teacher as to what measures were installed.

Program Marketing and Communication Strategy

Marketing of the behavior approaches will be handled by the implementation contractors and
coordinated with UNS Gas’s overall messaging to reinforce the effectiveness of the behavior
programs. Each approach will involve a unique strategy. The K-12 Education approach involves
sending students home with energy conservation kits. Those who receive the kits will be those who
receive the energy curriculum provided by the implementation contractor. The program will not be
marketed through traditional channels. Effort will be made when possible to coordinate the school
program with other efforts in the same neighborhood.

New Measures for 2011-2012

Table 6-3 presents measures to be implemented by the program in 2011 and 2012, description of
base and high efficiency, and the schedule for implementation as noted by the year in which the
initiatives will be rolled out. A full program description is included in Appendix B.
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Table 6-3. Measure Efficiencies, Incentive Level and Participation, Benefit-Cost

. Avg, Measure Level
Hich Efliciency Incentive Per Societal Cost
Lnit Test

Measure Base

Name Efficiency

K-12 1 showerhead, 1 furnace
Education | No Action | ) ’ Kit $33 0 600 18.7
Kit | whistle, 1 faucet aerator

Program Implementation Schedule

Immediately following Commission approval for the K-12 Education program, UNS Gas will begin
recruiting teachers. The curriculum and take-home kits will be offered during the next available
school semester following program approval.
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This section presents a summary discussion of UNS Gas’s proposed new RET program for
solar/thermal water heating. A detailed program description and cost-effectiveness results for this
new program is provided in the appendices. UNS Gas is requesting budget approval to add this
program to the UNS Gas Portfolio.

A. Solar/Thermal Water Heating

Program Description

UNS Gas will offer Solar Thermal Water Heating System incentives to existing residential,
residential new construction and existing and new small commercial customers in the UNS Gas
service territory. Incentives will be offered to participating customers on qualified solar thermal
systems upon proof of purchase and after the system is installed and operational. In order to qualify
for the UNS Gas incentive, each system must be listed by the Solar Rating Certification Council
(“SRCC”) and have OG-300 certification. This renewable technology incentive will be in addition
to renewable incentives offered by electric utilitics. Renewable Energy Standards and Tariff
(“REST”) rules clearly outline the maximum utility incentive that can be paid, listed as a percentage
of total system cost. This maximum incentive would be the total incentive from both electric and
gas utilities. UNS Gas will assure that the total combined incentive will not exceed the maximum
allowed utility incentive as outlined in the REST rules by first, applying the appropriate calculation
to determine the incentive customers will receive from the electric service utility. Next,
calculations will be made to determine the incentive customers will receive from UNS Gas. The
UNS Gas incentive will be adjusted if necessary, so the total utility incentive to the customer does
not exceed the allowable percentage of total installed cost necessary to meet REST rules. See
Appendix D for further detail.

The major barriers to installation of solar thermal water heating systems include lack of up-front
capital and lack of knowledge/awareness of the benefits solar thermal water heating offers as an
energy efficiency improvement. The UNS Gas program will help remove barriers to the installation
of solar thermal water heating and increase customer acceptance and program participation.
Customers can either choose to receive the incentive themselves, or choose to assign the incentive
payment directly to the installer, thus reducing initial out-of-pocket investments.

Program Objectives and Rationale

As noted in A.A.C. R14-2-2504 (A), RET programs are approved in the Gas EES and energy
savings from RET programs (expressed in therms or equivalent therms) may be included toward
meeting the energy saving goal. For gas utilities with limited gas end-use appliances/measures,
water heating provides one of the largest gas end-uses. The inclusion of solar water heating as an
approved RET program will be a critical element for UNS Gas to meet the 6% cumulative energy
savings goals by 2020. Southwest Gas Company has developed a similar program offering
including similar incentives to the program proposed by UNS Gas. By delivering this program with
a focus on reducing key market barriers and by leveraging promotion and delivery through
approved energy efficiency programs, this program can contribute significantly to the achievement
of UNS Gas’s DSM savings goal.
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The objectives of the program are to:
¢ Provide opportunities for participation for all customers;

e When feasible, maximize opportunities for program coordination with other UNS Gas
efficiency programs (e.g., Existing Homes Program, Joint-Utility New Home Program,
C&I Facilities Program) and with electric utility efficiency programs to yield maximum
benefits;

e Maximize program savings at a minimum cost by striving to achieve comprehensive cost-
effective savings opportunities.;

e Use trained and qualified trade allies such as electricians, HVAC contractors, builders,
architects engineers and solar installers to transform the market for efficient technologies;
and

» Inform and educate customers to encourage more efficient energy use decisions.
New Measures for 2011-2012

Table 7-1 presents measures to be implemented by the program in 2011 and 2012, description of
base and high efficiency, and the schedule for implementation as noted by the year in which the
initiatives will be rolled out. A full program description is included as Appendix D.

Table 7-1. Measure Efficiencies, Incentive Level and Participation, Benefit-Cost
Ave, 2012 Measure Level

Base High

Measure Name . .
. Efficiency Efficiency

Incentive Per Est Societal Cost
Unit Lnits Test

Residential 0G300 Rated $672 or
Retrofit No Solar System Home $7/therm 0 200 0.2
Residential New 0G300 Rated $672 or
Construction No Solar System Home $7/therm 0 >0 0.2
Commercial OG100 Rated
Retrofit No Solar System Collector | $400 per panel 0 50 0.2

*Additional detail on measure level savings, societal benefits/costs, and environmental benefits of new measures is included in
Appendix F. Note- it is not a Commission requirement that RET programs be cost-effective.

Delivery and Marketing Strategy

This program will be delivered by solar installers in the UNS Gas service territory who are listed
as approved contractors for the electric service utility in the area. Training and certification
required by the electric service utility will be sufficient to meet the needs of UNS Gas.
Contractors must maintain all licenses, and bonding required by the electric service utility in order
to participate in the UNS Gas program.

Key elements of the implementation strategy may include:
e Approved systems must have SRCC OG-300 certification to qualify for incentives.

o Itis preferred that existing homes and commercial properties with current gas water heating
systems install gas back-up for the solar/thermal unit. However, customers will be
provided the option to install either gas or electric back-up. If electric back-up is installed,
UNS Gas will report the therm equivalent savings provided by the solar system.

o It is preferred that new homes and commercial properties with gas to the property install
gas back-up for the solar/thermal unit. In the event that gas service is not available to the
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property, UNS Gas will report savings based on the therm-equivalent energy savings
received from the renewable technology.

e Marketing for solar/thermal water heating systems will be incorporated in the messaging
offered through the Existing Homes Program, the C&I Facilities Program and the Joint-
Utility New Homes Program offered by UNS Gas.

e System acceptance inspections, as required by the electric service utility will be completed
by the electric service utility in exchange for system information to allow electric service
utility to claim and report available Renewable Energy Credits.

As the program develops and matures, UNS Gas will examine the effectiveness of this program and
determine if modifications are necessary to assure success.

Measurement., Evaluation, and Research Plan

An overview of the MER plan for this program is included as part of the larger program design
filing, detailed in Appendix D.
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Support programs cut across the other program areas and provide technical and financial support for
the effective implementation of all other programs.
A. Education and Outreach

UNS Gas is requesting budget approval to add this program to the UNS Gas portfolio. A full
program description is included in Appendix E.

Program Description

UNS Gas believes that to meet overall performance goals for energy savings, the concept of energy
efficiency must be understood and embraced by its customers. Messages that communicate the
general concept of DSM and the importance of energy efficiency to the customer should be
included in many areas of communication. This education and outreach is intended to encourage
higher levels of participation in DSM programs offered by UNS Gas, and is an essential piece of
any market transformation effort.

The goal of residential and commercial energy education program is to educate UNS Gas’s
residential and commercial consumers on how to conserve energy and lower their gas utility bills.
Educating customers about their energy use decisions, actions and inactions, as well as options for
greater efficiency, provides a foundation from which efficient actions can take place. This is
accomplished in a variety of ways discussed later in this report.

Program Objectives and Rationale

The program’s goal is to provide customers with the tools and knowledge necessary to better
manage their energy use. This is accomplished through targeted education on ways to conserve
energy, lower their electric utility bills, achieve cost effective energy savings, and reduce peak
demand. The Education and Outreach Program is intended to help customers understand and
embrace the concept of DSM to encourage higher levels of participation in DSM programs offered
by UNS Gas. Further, the goal is to generate awareness among tomorrow’s consumers about the
implications of energy use decisions, actions and inactions, the value of energy and the need to use
it wisely for a better future for all.

The Education and Outreach program has the potential to deliver messaging that will result in
energy reductions. This program also supports all DSM program marketing and advertising efforts.
To achieve energy reduction goals from the DSM portfolio of programs, the customer must hear
similar and supporting messages through many avenues of communication. The Education and
Outreach program provides the opportunity for all utility customer segments to hear supporting
messages and become more knowledgeable about energy use and energy cost saving opportunities
in their homes and businesses.

Delivery and Marketing Strategy

UNS Gas will communicate and educate residential and commercial customers through a variety of
avenues:

o Bill messages will be used to provide information to current customers;

e uesaz.com will display information during the winter months to help Web users quickly
find the energy savings information;
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e UNS Gas customer care representatives will be trained to answer any customer questions
and they will know where to direct customers on uesaz.com,;

e Brochures will be created to be mailed on demand. These will be distributed through the
call center and uesaz.com and will be available for various public awareness events (school
training, presentations, seminars, etc);

e Inserts will be added to customer bills to educate them on ways to help lower their gas
bills;

e FEmail newsletter article featuring energy savings tips will be sent to all registered
uesaz.com users;

e Media relations will be prepared to answer questions posed by the media; and

e Personal outreach at fairs, exhibits, science competitions, etc. to distribute information,
flyers, etc., about energy conservation and renewable energy.

UNS Gas’s existing “Bright” family energy efficiency brand marketing platform will continue to be
used to communicate with customers via social media outlets such as Facebook and Twitter.

Measurement, Evaluation, and Research Plan

It is not possible to monitor many of the components of the Education and Outreach program due to
the nature of the advertising and communication plans used where there is no direct feed-back loop.
Where possible however, UNS Gas will collect data to determine participation.

B. Codes Support

UNS Gas is requesting budget approval for a new Codes Support Pilot program in 2011. A full
program description is included in Appendix C.

Program Description

Building energy codes are widely recognized as a relatively simple, cost-effective means of
achieving substantial energy savings that will accrue over the lifetime of new and renovated
buildings. However, barriers to the effective implementation of improved building energy codes in
Arizona exist. UNS Gas UNS Gas believes the Energy Codes Support Program (“ECSP”) will
reduce energy consumption in its service territory and help improve compliance with existing and
future building energy codes.

The ECSP will be an ongoing element of the UNS Gas portfolio. The program will employ a
variety of tactics aimed at: 1) improving levels of compliance with existing building energy codes,
and 2) supporting and informing periodic updates to energy codes as warranted by changing market
conditions. Specific program activities will depend on the market needs expressed by local code
officials and are likely to include a combination of efforts to:

e Better prepare code officials and building professionals to adhere to existing standards;

e Provide data and market insight to document the specific local benefits of code
enforcement, and inform energy code changes over time;

o Ensure utility incentive programs align well with local energy codes;
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e Collaborate with relevant stakeholders to help build a more robust community working to
advance strong and effective building energy codes across the local jurisdictions within
TEP, UNS Electric and UNS Gas service territories; and

e Advocate for energy code updates over time.

Program Objectives and Rationale

The objective of the program is to increase energy savings in new construction and renovated
buildings in both the residential and commercial sectors through efforts to: 1) improve levels of
compliance with existing building energy codes, and 2) support and inform periodic energy code
updates as warranted by changing market conditions.

As a “home rule” state, building codes in Arizona vary widely across local jurisdictions. Many code
officials lack the time, knowledge and resources necessary to effectively enforce existing codes, and
to stay current on market trends that may warrant gradual code updates over time. These challenges
are particularly pronounced during current economic conditions. Building design and construction
professionals also may be confused about certain code requirements and could likely benefit from
additional education and training.

In jurisdictions that currently lack a building code of any sort, public officials could benefit from
information and assistance in developing and advocating the adoption of a building code.

New Measures for 2011-2012

There are no measures in the program for 2011 and 2012.

Delivery and Marketing Strategy

Program activities will be selected based on research into effective approaches implemented in
leading jurisdictions (e.g., California and Massachusetts), as well as feedback from local code
officials, and municipal leaders in locations that currently lack building codes. Once program
activities are selected, program staff will maintain a consistent level of activity and engagement
with relevant stakeholders.

Key elements of the implementation strategy may include:

e Supporting local energy code adoption through participation in energy code adoption
committees for both minimum energy code requirements, and voluntary “stretch codes”
(such as Leadership in Energy & Environmental Design (“LEED”) and other
sustainable/green codes);

e Providing technical support to code adoption committees (e.g., benefit cost analysis of
potential code updates, research and information sharing related to the market penetration
of particular energy efficient technologies);

e Providing public testimony in support of code adoption before city councils;
e Ensuring that ongoing DSM programs align well with energy code requirements; and

e Providing funding and/or other resources to better equip local code agencies to enforce and
improve energy code compliance over time. Program staff may select a set of jurisdictions
to receive a higher level of assistance on an annual basis. This will help increase the level
of impact on those target communities with a high likelihood for producing the greatest
amount of incremental savings. Support provided to these target jurisdictions may include
activities such as:
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e classroom training sessions for code officials, and building professionals (architects,
engineers, specifiers, builders and contractors);

e brown bag training sessions for code officials, and building professionals at their places
of business via a circuit rider;

e field training sessions for code officials and building professionals;
e purchasing energy code books for officials that currently lack such resources;
e supporting energy code-related certifications for code officials;

¢ conducting energy code compliance assessments by 2017 to fulfill ARRA requirements
to demonstrate 90% energy code compliance (this could be done in coordination with
energy efficiency program MER activities); and

o Collaborating with the Southwest Energy Efficiency Project (“SWEEP”) and other
regional groups to support research on and adoption of building codes and equipment
standards.

UNS Gas staff will be responsible for administering the program. Responsibilities include
coordination, planning and implementation of all program activities. MER activities would be
conducted by a third-party contractor.

Measurement, Evaluation, and Research Plan

An overview of the MER plan for this program is included as part of the larger program design
filing, detailed in Appendix C.

C. Residential Energy Financing

The Residential Energy Financing program is a newly approved program. The program was
approved by Commission Decision No. 72062 (January 6, 2011). UNS Gas is requesting budget
approval to continue this pilot program in 2011 and 2012 with no modifications.

Program Description

UNS Gas received Commission approval to offer the Residential Energy Financing program as a
two year pilot program, which will allow sufficient time to evaluate the program, including
participation, default rates, and overall value to customers. The program offers energy efficiency
loans to UNS Gas customers who are seeking financing for the energy efficiency improvements to
their homes. Loan proceeds can be used for energy efficiency measures that have been approved by
the Commission as part of the Existing Homes/ Direct Install Program. The program may also offer
classroom training sessions for contractors, and building professionals who will offer the financing
program to customers, collaborate with the SWEEP and other regional groups to support research
on utility financing programs; and work together with APS and UNS Electric to determine a plan to
partner on financing programs offered in joint territories with different financing partners.

Program Objectives and Rationale

The Residential Financing Program’s objective is to offer 9.99% interest unsecured loans with a 2%
interest rate buy-down resulting in a low-interest loan at 7.99%. Loans are available for up to
$10,000 for energy efficiency measures installed in existing homes with repayment terms up to 12
years. The Financing Program will provide customers with the capital needed to make cost-
effective energy efficiency upgrades to their homes and is anticipated to improve customer
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participation as well as expand the pool of customers that can afford to participate in energy
efficiency programs.

New Measures for 2011-2012

This program is a financing program used to support other program measure adoption. Therefore,
the addition of high efficiency residential boilers, pipe wrap, and high efficiency pool and spa
heaters will be added to the list of approved measures with Commission approval.

Delivery and Marketing Strategy

A utility program manager will coordinate between the lender and UNS Gas on all fund transfers,
provide overall management, marketing oversight, planning and tracking of customer and
contractor participation, and coordinate all activities necessary to develop application forms and
contractor training. Partnerships with community interest groups, HVAC, insulation, and air sealing
contractors and solar installers trained in program procedures and Arizona Energy Office or other
industry experts are to provide training, education and awareness.

UNS Gas will provide program marketing, and customer outreach and awareness through a range of
strategies including: website promotions, brochures, training and seminars for participating trade
allies and contractors, and promotions through contractors and community interest groups.

Measurement, Evaluation, and Research Plan

An overview of the MER plan for this program is included in the original program filing.
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UNS Gas will serve as the overall program administrator for delivery of the energy efficiency
portfolio. To expedite a quick launch of the programs, and to take advantage of cutting-edge
program implementation experience from other parts of the country, UNS Gas plans to implement
programs through a combination of third-party implementation contractors and utility staff. UNS
Gas designs programs on the most cost-effective basis utilizing implementation contractors where
they provide the lowest cost per therm and likewise utilizing UNS Gas staff when appropriate. .
Contractors will be selected through a competitive request for proposal process for delivery of
programs.

UNS Gas anticipates providing high-level administrative, contract management, program design
and marketing oversight of the selected implementation contractors. A portfolio of this proposed
size and scope will require careful management oversight. UNS Gas will have a small and
dedicated group of energy efficiency program staff overseeing third-party implemented programs
and promotion of cross-sector education and awareness activities.

UNS Gas will also develop a comprehensive tracking database to ensure accurate and
comprehensive recording of all program participation. Additionally, the database will allow UNS
Gas to research and track participation by customer class and geographic area, to identify trends and
untapped opportunities to advance program goals. UNS Gas staff will also take primary
responsibility for general energy efficiency education and awareness strategies and activities,
including the corporate web site, online energy audit software, mass-market general education and
efficiency awareness promotions.

In summary, UNS Gas will provide comprehensive program contract oversight, strategic planning,
including management, financial planning and budgeting, as well as:

o High-level guidance and direction to the implementation contractors, including review and
revision of proposed annual implementation plans and proposed milestones, and,
additionally, engage with the contractor team on a daily basis when working through
strategy and policy issues;

e Review and approval of implementation contractor invoices and ensure program activities
are within investment and on schedule;

e Review of implementation contractor operational databases for accuracy, ensuring
incorporation of data into UNS Gas’s comprehensive portfolio tracking database to be used
for overall tracking and regulatory reporting;

» Review of measure saving estimates maintained by the implementation contractor;
e Oversight and coordination of evaluation, measurement, and verification contractors;
e Public education and outreach to community groups, trade allies and trade associations;

e Provide guidance and direction on new initiatives or strategies proposed by the
implementation contractors;

e Communicate to implementation contractors other UNS Gas initiatives that may provide
opportunities for cross-program promotion;

e Review and approve printed materials and advertising plans from implementation
contractors;
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 Create and provide collateral material for advertising on program delivered by the utility;

o Evaluate portfolio and program effectiveness and recommend modifications to programs
and approach as needed; and

e Perform periodic review of program metrics, conduct investment analysis, and review
evolving program design.

A. Marketing and Outreach Strategy

The marketing and outreach strategy for this portfolio of programs will encourage participation
among customers, key market players and trade allies. The objective of the marketing and
communications strategy is to make customers and key market actors aware of program offerings
and benefits, and to influence their decision making when purchasing or installing energy systems
or equipment in favor of more energy efficient options.

The specifics of the marketing strategy will depend on the program and the demographics of the
group being engaged. Depending on the market to be reached, marketing will generally include a
mix of broadcast, Internet, print media, radio, direct contact, direct mail, bill inserts, or
presentations. The program descriptions describe the proposed marketing approach for each
program.

Additionally, UNS Gas will work with regional, state, and national programs and partners to
optimize cooperative marketing programs and campaigns. Marketing efforts will be designed to
dovetail with other statewide or regional efficiency programs and campaigns, including those

offered by APS.
B. Tracking and Reporting

UNS Gas plans to build a comprehensive internal tracking and reporting system to record all
activities from the energy optimization portfolio of programs. Data tracking systems are being
used successfully in numerous other states, and UNS Gas intends to benefit from the learning that
has occurred there. Implementation contractors will be responsible for tracking and reporting
energy efficiency program activities by entering details of each project into the comprehensive
data tracking system. The system will allow customized reporting to meet any reporting
requirements in a quick, transparent and accurate manner.

C. Midstream Adjustments

While this plan presents detailed information on approach, energy efficiency measures and
proposed incentive levels, unforeseen changing market conditions, will require regular review and
revisions of portions of this plan to reflect new information. As such, adjustments to these
programs will likely be necessary. When this is the case, the Commission will be updated in a
timely manner and given opportunity to provide input.

D. Inter-Utility Coordination

UNS Gas will work with APS and UNS Electric to maximize the effectiveness of the programs; in
particular, where gas and electric services overlap, regular communication and coordination will
be necessary. This collaboration will involve working together to identify savings opportunities, as
well as providing consistent messaging and parallel programs to reduce confusion and difficulty
for customers and trade allies. UNS Gas intends to continue to collaborate with others to send
cohesive marketing messages, as well as designing incentive programs, forms and incentive levels
that are easily transferable with adjacent utilities.
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E. Leveraging Other Efficiency Initiatives

Within Arizona, several entities are promoting energy efficiency including: the state government;
SWEEP; U.S. Environmental Protection Agency and U.S. Department of Energy’s “Energy Star®”
brand; as well as Federal tax credits. UNS Electric and its implementation contractors will work
diligently to remain aware and up to date, and to cooperate with efficiency efforts being directed at
Arizona energy users. Wherever feasible, co-marketing efforts will be employed in an attempt to
send a clear and consistent message on the benefits of energy efficiency and the resources
available to help achieve it. Additionally, UNS Electric is planning to benefit from experiences in
other areas of the country by joining the Consortium for Energy Efficiency (CEE) and E-Source,
which will provide UNS Gas program managers information and contacts to assist with continuous
program design and delivery improvements of the portfolio.

F. Trade Ally Coordination

Trade allies are essential to effective implementation of energy efficiency programs. Trade allies
are considered program partners and will be treated accordingly. Relationships with trade allies
will be cultivated and nurtured through numerous methods to ensure effective communication in
both directions. Trade allies will be regularly informed of program progress. Changes and
feedback from trade allies about “what is working and what is not” in the field are essential. To
ensure good two-way communication, we will emphasize coordination, “listening sessions,” and
frequent communications with these key partners to advance program goals. A schedule of
meetings, workshops, educational seminars, program update breakfasts, and clear and concise
program descriptions will be distributed to the trade allies at the program kick off meetings.
Ongoing training and program updates also will be a key part of program delivery.
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UNS Gas is required by the Commission to carry out MER activities as a means to verify program
savings impacts and monitor program performance.2 Evaluation activities will also benefit UNS
Gas’s DSM program efforts by documenting actual program level savings being delivered,
identifying areas for improvement and helping to maximize the efficiency and effectiveness energy
efficiency investments. The evaluation principles discussed in this section are informed by the
leading guidance documents in the DSM evaluation field. These documents include:

e U.S. EPA’s Model Energy Efficiency Impact Evaluation Guide: A Resource of the
National Action Plan for Energy Efficiency (2007);

o Efficiency Evaluation Organization’s International Performance Measurement and
Verification Protocol (2009);

e California Public Utility Commission’s California Energy Efficiency Evaluation Protocols:
Technical, Methodological, and Reporting Requirements for Evaluation Professionals
(2006); and

e EPRI’s End-Use Performance Monitoring Handbook.

What is referred to as MER in Arizona is often called program evaluation, measurement, and
verification (“EM&V™) elsewhere. Effective EM&V ensures that expected results are measurable,
achieved results are robust and defensible, program delivery is effective in maximizing
participation, and the overall portfolio is cost-effective.

A. Definition of Evaluation, Measurement, and Verification
Evaluation encompasses process, impact and market evaluation activities as defined below:

Process evaluations

Process evaluations are directed at addressing whether the programs were implemented as designed,
examining perceived market barriers and opportunities, measuring participant satisfaction,
documenting the program process, and exploring opportunities for efficiency improvements.

Impact evaluations

Impact evaluations validate the energy and demand savings produced by a program. These
evaluations validate program-reported savings by verifying the type, quantity and efficiency of
measures installed, examining the measures replaced by the program for retrofit applications, or
estimating the normal or standard baseline equipment for new construction applications.

Market evaluations

Market evaluations examine program and market assessment indicators developed for each program
and assess how these indicators change over time. The indicators are typically derived from a
program logic formulation developed during program design and early implementation. The
program logic model is a simple representation of the program and the underlying hypotheses that
are expected to account for the program’s success in the market. Typically, program logic models
are organized around the program inputs, processes, and outputs. From this formulation, a set of
key market indicators that can be tracked over time is developed (and modified over time, as
needed).

2 Arizona Corporation Commission Decision No. 72042, Section R14-2-2415.
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® Monitoring includes developing a program data tracking system to support the evaluation
effort (i.e., monitoring of results and verifying the installation and retention of measures
and equipment promoted by the DSM program where appropriate); and

® Verification includes a review, audit, and verification of claimed program savings and
recommendations for improvement.

B. Approach to Evaluation

The overall evaluation approach is based on an integrated cross-disciplinary model that includes
evaluators as members of project teams involved in the various stages of program planning,
design, monitoring and evaluation. This is a cost-effective method that has proven successful for
other utilities.

Figure 10-1 shows the program evaluation cycle. As shown, the stages of the program lifecycle
inform one another. Findings from MER activities provide valuable inputs into program redesign,
and the MER process plays an important role in enhancing program effectiveness and improving
outcomes.

Figure 10-1. Program MER Cycle

Program
Design/
Re-design

Implemen
t /Collect
Data

EM&YV

Results EM&V

Activities

This approach ensures the program evaluation effort is fair and objective. MER planning must
consider a variety of factors in determining the timing and scope of evaluation activities to be
conducted in a given year. These factors include distribution of regulatory requirements, savings
across programs, available evaluation resources, and the stage of each program’s implementation.

Approximately 4% of overall portfolio program costs will be allocated to the following activities.
UNS Gas plans to invest an appropriate level of resources into the impact evaluation tasks to
comply with regulatory requirements, but to ensure that sufficient resources are available to
conduct market research. Allocating resources to process evaluation and market research is
important because findings from this research will inform the future direction of the programs
going forward.
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C. Examples of EM&V Related Activities

Implementation and/or evaluation support contractors will assist in the development of key
program and evaluation related components. These include:

e Compilation and review of the savings estimates used for prescriptive measures including
measure savings assumptions, base efficiency, high efficiency, measure size, and measure
life estimates;

+ Review the portfolio tracking system database that captures measure and/or project data,
develops initial estimates of savings, and retains participant information to assist with
subsequent EM&YV activities; and

e Direct market baseline research and market characterization to support improved plan
implementation.

D. Project Savings Verification and Due Diligence

UNS Gas will work with implementation contractors to develop and implement quality assurance
(“QA”)/ quality control (“QC”) inspections, and due diligence procedures for those programs for
which deemed savings are not appropriate. These procedures will vary by program and are
necessary to assure customer eligibility, completion of installations, and the reasonableness and
accuracy of savings. The activities that UNS Gas will undertake in performing MER procedures
may include, but are not limited to, the following:

e Review custom rebate applications and project proposals for eligibility and completeness;

e Inspect and verify a statistically valid sample of installations for purposes of ensuring
compliance with program requirements; and

e Prepare and facilitate MER plans where needed based on the project, and assure adherence
to IPMVP protocols.

E. Independent Program Evaluations

Preliminary descriptions of proposed evaluations for each program are included in the program
plans. The key components of the process and impact evaluations include:

e Evaluations conducted by an independent, DSM evaluation consultant. Verification, by an
appropriate sample, that efficiency measures are installed as expected;

e In-field measure performance measurement and data collection;
e Energy and demand savings analysis to compute the results that are being achieved,;
e Process evaluation to indicate how well programs are working to achieve objectives; and

e Identification of important opportunities for improvement.

F. Assessment of Annual Impacts

UNS Gas’s MER contractor will prepare an annual report of energy efficiency program results,
which will incorporate findings from evaluation activities completed that year, changes to
programs, and new programs implemented, as well as reported and verified savings by program
and portfolio. It is anticipated that the MER contractor’s work, as well as participation in the
process by the implementation contractor, will result in numerous areas where improvements and
refinements are necessary.
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UNS Gas will require implementation contractors or staff to routinely contact or visit a sample of
participating customers to assess the quality of program delivery and the installation of measures
for which incentives were claimed.

G. Coordinate Evaluation Activities with Other Players

As noted above, wherever it is practical and appropriate, evaluation activities will be conducted in
conjunction with other utilities and agencies in the state to leverage funding and help ensure
consistency.
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Pursuant to A.A.C. R14-2-2509(D), UNS Gas requests that the reporting requirements in the EE
Standard be found to be in compliance with the Company’s existing reporting requirements in
Decision No. 70011 (November 27, 2008). Currently, UNS Gas is required to file its DSM
surcharge on April 1* and its semi-annual DSM reports on March 1* and September 1% of each
year. The reporting requirements contained in R14-2-2509 require that certain DSM reports be
filed April 1¥ and October 1* respectively. In order to avoid confusion or duplicative filings, UNS
Gas requests that the reporting requirements set forth in A.A.C. R14-2-2509 be used and that the
Commission find that the use of such reporting requirements by UNS Gas in making its filings is in
compliance with Decision No. 70011.

UNS Gas further requests expedited review and approval of its DSMS so that it may become
effective on June 1, 2011. On a going forward basis, UNS Gas requests a timing change beginning
in 2013 so that the DSMS becomes effective on January 1 of each year. This timing request is
necessary to align calendar year spending with calendar year collections, eliminating the current
five month time lag between spending and collection, resulting in a more accurate true-up of over
collection or under collection due to the current DSMS. In furtherance of this goal, UNS Gas will
file a new DSMS in June 2012 for the 2013 EE Plan to become effective on January 1, 2013. A
true-up of actual over or under collection for 2011 will be included in the Company’s 2013 EE
Plan, and a true-up of actual over or under collection for 2012 will be included in the Company’s
2014 EE Plan.

For 2011 and 2012, UNS Gas is proposing to recover $7.3 million in program costs through the
DSMS, as allowed by A.A.C. R14-2-2510(A). The total DSMS for 2011-2012 will be
$.0308/therm compared to the 2010 DSMS of $.0084. The 2011-2012 surcharge would contribute
$1.42 per month to the average residential customer bill compared to $0.39 from the current DSMS.
Table 11-1 shows the total projected spending for this 2-year plan, and includes a true-up of both
the DSMS over-collection through 2010 and an estimated collection of funds through May 2011
under the current DSMS.

Table 11 1 ‘Total Projected Spending

for 2011 2012

2011 2012 Program Costs $7 129, 000

Proggm Development, Analysrs & Reportln Software $233 519
Total , ' o 2,519
DSMS ower collectlon (through Dec 2010) ($161 555)
DSMS collection Jan - May 2011 ($613,449)|
Grand Total $6,587,516 |

The total DSMS requested in this EE Plan with the resulting surcharges is depicted in Table 11-2.
Table 11-2. DSM Surcharge Total

2011
$2,819,034

Prdgrarh Budg
Current

Requested Surcharge “ $0.030£‘§k‘
Current Surcharge $0.0084
Incremental Change $0.0224
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istrative Requests

Flexibility

In an effort to maintain participation in highly successful energy efficiency programs, UNS Gas
requests approval from the Commission for the flexibility to shift approved funds between
programs and to moderately increase the budgets outlined in the 2011-2012 implementation plan,
where cost-effective, until approval of the next regularly scheduled implementation plan for 2013-
2014. This flexibility will allow utilities to accept applications for customer inclusion in each
energy efficiency program even though an individual program may be, at the time, oversubscribed
for the current implementation plan year(s). Inclusion of this clause is necessary to maximize
participation in highly successful commercial and residential programs within the 2-year
implementation plan timeline. The Company respectfully requests Commission approval for this
added flexibility clause.

Utilities will be allowed to shift up to 50% of approved funds from Residential to
Commercial or from Commercial to Residential programs as deemed necessary
based on program activity and Utilities will be allowed the option of moderately
increasing, up to 25% of the total Energy Efficiency budget where cost-effective,
to continue participation until approval of the next regularly scheduled Energy
Efficiency Implementation plan.

UNS Gas will evaluate program progress and requirements to shift funds from one program to
another and provide updates to the Commission at any interval requested by the Commission.
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SERV“:ES Demand Side Management Surcharge (DSMS)
APPLICABILITY

The Demand Side Management Surcharge (DSMS) applies to all customers, except customers who take service under the
Customer Assistance Residential Energy Support (C.A.R.E.S) pricing plan, in all territory served by UNS Gas, Inc as mandated by
the Arizona Corporation Commission, unless otherwise specified. C.A.R.E.S. customers taking service under pricing plan
R-12 are exempt from the DSM surcharge.

RATE
The following DSM Surcharge will be effective June 1, 2011 through December 31, 2012. The DSMS shall be applied to all monthly
net bilis except C.A.R.E.S. customers at the following rate:

All therms @ $0.0308 per therm

REQUIREMENTS
The UNS Gas, Inc. DSMS will be calculated and filed with the Arizona Corporation Commission (ACC) for approval on or before June
1st. The ACC will approve the surcharge to be billed to all applicable pricing plans for twelve (12) months beginning each January 1.

TAX CLAUSE

To the charges computed under the above rate, including any adjustments, shall be added the applicable proportionate part
of any taxes or governmental impositions which are or may in the future be assessed on the basis of gross revenues of the
Company, and/or the price of, or revenue from, gas sales or service sold and/or the volume of gas sales generated or
purchased for sale and/or sold hereunder.

RULES AND REGULATIONS
The standard Rules and Regulations of the Company as on file from time to time with the Arizona Corporation Commission
shall apply where not inconsistent with this pricing plan.

FiledBy: ~ Raymond S. Heyman Tariff No.: Rider R-2 DSMS
Title: Senior Vice President, General Counsel Effective: June 1, 2011
District: Entire Gas Service Area Page No.: 1of1
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SERVICES Demand Side Management Surcharge (DSMS)
APPLICABILITY

The Demand Side Management Surcharge (DSMS) applies to all customers, except customers who take service under the
Customer Assistance Residential Energy Support (C.A.R.E.S) pricing plan, in all territory served by UNS Gas, Inc as mandated by
the Arizona Corporation Commission, unless otherwise specified. C.A.R.E.S. customers taking service under pricing plan
R-12 are exempt from theansy DSM surcharges-etestiveJunre-+-2009.

RATE
The following DSM Surcharge will be effective June 1, 2011 through December 31, 2012._The DSMS shall be applied to all monthly
net bills except C.A.R.E.S. customers at the following rate:

All therms @ $0.030868400 per therm

REQUIREMENTS

The UNS Gas, Inc. DSMS will be calculated and filed with the Arizona Corporation Commission (ACC) for approval on or before
JuneApsit Tst. The ACC will approve the surcharge to be billed to all applicable pricing plans for twelve (12) months beginning each
Januaryare 1.

TAX CLAUSE

To the charges computed under the above rate, including any adjustments, shall be added the applicable proportionate part
of any taxes or governmental impositions which are or may in the future be assessed on the basis of gross revenues of the
Company, and/or the price of, or revenue from, gas sales or service sold and/or the volume of gas sales generated or
purchased for sale and/or sold hereunder.

RULES AND REGULATIONS

The standard Rules and Regulations of the Company as on file from time to time with the Arizona Corporation Commission
shall apply where not inconsistent with this pricing plan.

Filed By: ~ Raymond S. Heyman Tariff No.: Rider R-2 DSMS
| Title: Senior Vice President, General Counsel Effective: June 1, 20118
District: Entire Gas Service Area Page No.: 10of1




EXHIBIT 2
DSM Surcharge Back-up
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Table 1: 2010 Expenditures and 2011-2012 Pro

Exhibit 2 - DSMS Backup

$29,731

posed Bud.

gets

$72,849

$102,580)

Residential Energy Financing

$432,670

$664,187

$1,096,857]

Codes Support

$0

$76,155

$76,155

Home Energy Reports

$462,401

$22,204

$813,191

$176,080

$1,275,592

$198,284

NA

Behaviorai Comprehensive Program $4,157 $48,405 $52,562
Behavioral Subtotal $26,361 $224,485 $250,846
Low-income Weatherization $147,792 $200,000} - $340,191 $350,397 $690,588
Residential New Construction $113,145 $445,578} $191,939 $207,963 $399,902
Existing Home (was Efficient Home Heating) $258,170 $318,270 : $1,220,437 $1,485,118 $2,705,555)
Residential Subtotal $519,107 $963,848]" $1,752,567 $2,043,478 $3,796,045|
C&) Facilities Program $125,240 $212,180 $385,676 $984,902 $1,370,578
Multi-Family Direct Install NA NA $50,074 $128,700 $178,774)
Non-Residential Subtotal $125,240 $212,180 $435,750 $1,113,602 $1,549,352
EE Program Subtotals $644,347 $1,176,028}) $2,677,079 $4,194,756

$6,871,835|

Solar Water Heating NA $26,921 $230,244

EE + RET Program Totals $644,347 $1,176,028 $2,704,000 $4,425,000 $7,129,000I
Program Dewelopment, Analysis & Reporting Software * $112,279 NA $115,034 $118,485 $233,519I
Baseline Study $127,847 $144,000 NA NA NAI
Portfolio Total $884,473 $1,320,028} | $2,819,034 $4,543,485 $7,362,519|

1. Expenses are necessary for compliance and reporting reqirements of GEES.

2011 -2012 Program Costs

Calculation

$7.129.000

$233,519

Program Development Analysis & Reportlng Soﬂware

$7,362,51

DSMS over collectlon (through Dec 2010)

($161,555)]

DSMS collection Jan - May 2011

($613,449)

Grand Total

$6,587,516
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Table 3: DSMS Rate Calculation

UNS GAS, INC.

DEMAND SIDE MANAGEMENT ENERGY EFFICIENTCY SURCHARGE
FOR THE PERIOD JUNE 2011 THROUGH DECEMBER 31,2012

(a)

(b)

Total Therm Sales (includes CARES):

Less Cares Forecast:.

220,791,811

r

_{a)-(b)=C__ Total Therm Thruput for Calculation: _

Total Budget‘

 Surcharge (6/2011 - 12/2012)

Current Rate

6,772,025

214,019,785

{
|
!
|
{\
!

_..96,587,516

_ $0.0308

| s0.0084

Average Incease

Annual Monthly Average Residential Therm ..

_ CurrentRate ($/month)
~ NewRate ($/month)

1 siaes

$0.3864,

$1.0304
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Program Description

In order to encourage energy efficiency upgrades to multi-family buildings of five or more units,
the Multifamily Direct Install Program will be delivered via direct installation of selected low
cost energy efficiency improvements in existing complexes. Common area energy efficiency
improvements in existing complexes will be handled through the Small Business Direct Install
Existing Facilities Program.

As the program develops and matures, UNS Gas, Inc. (“UNS Gas”) will examine a third track
for encouraging more comprehensive dwelling unit energy efficiency improvements in existing
complexes. With these delivery options to choose from property owners and managers have a
variety of solutions to fit their needs.

Program Objectives and Rationale

Multifamily housing has traditionally been a difficult sector to reach for utility Demand-Side
Management (“DSM”) programs. These buildings represent huge efficiency potential and also
substantial barriers to implementation. The major barriers include lack of capital, and lack of
knowledge/awareness of the benefits of energy efficiency improvements. Further complicating
matters, multifamily housing is defined differently by different money lending entities.
Properties with 2-4 dwelling units typically fall under residential financing guidelines and the
decisions makers are usually individuals. Larger properties with 5 dwelling units or more
typically fall under commercial lending guidelines, and decision-makers (at least for larger
complexes) are typically corporate, institutional, or trusts (e.g., Real Estate Investment Trusts).
As such, the decision making process and access to capital differs significantly between these
two market segments. With this distinction in mind, the 2-4 unit market segment can be best
served by the Residential Existing Homes Program, and the 5+ Multifamily Housing market
segment will be served by both the Multifamily Direct-Install Program and/or the C&I Facilities
program.

Other utilities around the country are offering specific multifamily energy efficiency programs in
an effort to capture some of the savings potential in this housing market. Those utilities include
San Diego Gas and Electric, Southern California Edison, Pacific Gas and Electric, Austin
Energy, Puget Sound Energy and others. Many of these programs offer similar incentives and
delivery options to the program proposed by UNS Gas. . By delivering this program with a
focus on reducing key market barriers and targeting key decision makers, this program can
contribute significantly to the achievement of UNS Gas’s DSM program energy savings goals by
lowering energy usage in multifamily housing complexes.

The objectives of the program are to:
e Reduce overall energy consumption in the multifamily housing market segment;

e Promote energy efficiency retrofits of both dwelling units and common areas in this
market segment;

o Increase overall awareness about the importance and benefits of energy efficiency
improvements to the landlord and property ownership community; and

o Help meet the energy savings targets of the UNS Gas DSM program portfolio.
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Target Market

The Multifamily Direct-Install Program will be promoted to residential rental properties with
five or more units. The focus of marketing, outreach and incentives will be the property owners
or managers. A primary emphasis will be placed on larger and older, less efficient complexes.

Program Eligibility

All existing multifamily housing complexes and new construction projects within UNS Gas
service territory with 5 dwelling units or more are eligible for the program. The program
promotes energy efficiency improvements in both dwelling units and common areas. Eligible
facilities include apartment complexes, and common areas of apartment and condominium
complexes. All UNS Gas customers who are property owners of existing residential multifamily
complexes or developers of new complexes with five or more dwelling units are eligible for the
program.

Current Baseline Conditions

The energy efficiency potential in the multifamily housing market remains largely untapped and
represents significant efficiency potential for the UNS Gas program portfolio. Due to various
market barriers, such as capital constraints, and lack of awareness, energy -efficiency
improvements typically fall far below other types of improvements on the priority list. Thus,
multifamily housing units are often very energy inefficient. Although the current commercial
energy efficiency programs offer some opportunities for energy efficiency improvements in this
market, primarily through the C&I Facilities Program, there is not a comprehensive offering that
addresses the unique needs of this market. Through the direct installation framework, this
program seeks to fill this important gap in the UNS Gas program portfolio and provide
substantial energy savings.

Products and Services

This program will be delivered through a direct installation approach in order to help ensure
energy efficiency upgrades in existing complexes:

e Delivery to be through a direct installation effort, focusing on the implementation of
faucet aerators, and low flow showerheads in existing dwelling units. The installation
will be at no cost to the owner, and the program will pay the full cost of product
installation. The installation can be completed either through the facility’s existing
maintenance or management personnel or via a program authorized installation
contractor. Common area energy efficiency improvements in existing complexes will be
handled through the C&I Existing Facilities Program.

As the program develops and matures, UNS Gas will examine a third track for encouraging more
comprehensive dwelling unit energy efficiency improvements in existing complexes.
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Program Marketing and Communication Strategy

Marketing and communications strategies will include notifying apartment managers and owners
through direct outreach, updates to website; local newspapers and radio; bill messages and bill
inserts; training seminars; direct mail promotion; outreach to rental housing industry
associations; and work with contractors and industry specialists.

Program Implementation Schedule

To be implemented beginning in 2011, pending Commission approval.

Delivery Strategy, Incentive Processing, and Administration

The program will be coordinated and managed directly by UNS Gas staff and/or implementation
contractors and delivered via a partnership with facility managers. Specifically, UNS Gas will
develop a pre-qualification application form, and coordinate the direct shipment and verification
of installation of the efficient products in the multi-family buildings, as well as be responsible for
quality control. It is envisioned that property managers will take advantage of the offer and
donate their labor to install the low-flow devices.

Measurement Evaluation and Research Plan

The Measurement, evaluation, and research (“MER”) team will develop a MER research plan
and conduct annual evaluation research on the achievements of this program.

Quality Assurance and Control

On-site inspections of at least 10% of all participating facilities will be made by UNS Gas and/or
the implementation contractors.

Program Costs and Benefits

Energy savings for the direct-install faucets and aerators, participation and benefit/cost results
are shown in Table 1-1. Budgets for 2011 and 2012 are shown in Table 1-2.

Table 1-1. Measure Savings, Incentive Level, Participation, and Benefit-Cost

Annual . Measure
Energy Avg, Level
Savings Incentive/ 2011 2092 Societal
Measure (Therms/Unit) Unit Unit Units Units Test Result
Low Flow
Showerhead — 1.5 28 $35 Showerhead - 275 8.6
GPM

Kitchen Faucet

A - 0
Aerator - 1.5 GPM 10 $3 erator 275 36.6
Bathroom Faucet
Aerator - 1 GPM ? $3 Aerator - 275 33.8
3
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Table 1-2. Program Budgets

Program
Lifetime | - Level
Utility Net Societal
Program Program Progvam. | Benefits Cost
Inc¢entives | Delivery | Marketing | Administration | Evialuation b)) Test
2011 $0 $47,204 $944 $0 $1,926 $50,074 -$50,074 0.0
2012 $11,249 $103,783 $4,601 $4,117 $4,950 $128,700 $8,399 1.1

Environmental Benefits

Direct installation of energy saving measures also provides non-monetary environmental benefit
to society. Tables 1-3 show the positive environmental impacts from the Multifamily Direct-
Install Program offered by UNS Gas.

Table 1-3. Environmental Benefits

Annual | Apnual | Annual | Lifetime | Lifetime | Lifetime
€O NOx SOx CO2 NOx SOy
Savings | Savings | Savings | Savings | Savings Savings
(Metric. | (Metric .| @VIetric | (Metric {(Metric (Metric
Tons) Tons) Tons) lons) Tons) Tons)
2011 - - - - - -
2012 68 0.05 0.00 678 1 0
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Program Description

Behavioral based energy efficiency programs are designed to affect several types of energy use
behaviors such as habitual behaviors (e.g., turning off lights or adjusting the thermostat),
purchasing behaviors (e.g., buying efficient lights and appliances), and the behavior of being
motivated to participate in utility Demand-Side Management (“DSM”) programs. The new
Behavioral Comprehensive programs target specific and relevant efficiency recommendations to
each customer, including information about energy efficiency programs appropriate for them,
making it easier for each customer to take action on the recommendations and programs most
relevant to them.

The types of behaviors to be influenced in this comprehensive program will generate both gas
and electric savings through a variety of customer actions including;:

e Habitual behaviors:
e Adjust thermostat setting;
e Adjust water heater set point;
e Turn off unnecessary lights;
e Run dishwasher only when full;
e Wash clothes in cold water; and
e Line dry laundry;
« Small purchasing and maintenance behaviors:
e Purchase install and program a programmable thermostat;
e Purchase and install faucet aerators and low flow shower heads;
¢ Request home energy audit to improve energy efficiency; and
e HVAC maintenance; and
e Larger purchasing decisions:
e Purchase an ENERGY STAR® gas appliance;

e Install extra insulation and implement air sealing to make home more energy
efficient;

¢ Install energy efficient windows and doors; and

e Purchase higher energy efficient heating and cooling system.
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UNS Gas will influence these behaviors through a suite of initiatives including:

e Home Energy Reports: comparing energy use of one customer to neighbors or
comparable households; and

e K-12 education: harnessing the enthusiasm of kids and the community focal point of
schools to mobilize parents to take action with respect to energy efficiency.

Program Objectives and Rationale

Technology-based energy efficiency achieves only a portion of total efficiency potential. The
barriers to wider spread implementation of energy efficiency are sociological not technological.
In fact, in recent Federal testimony, the American Council for an Energy Efficient Economy
(ACEEE) stated that recent studies suggest that:

“...the potential behavior-related energy savings in the residential sector alone
represent roughly 25 percent of current residential sector energy consumption.”

Capturing a larger fraction of energy cfficiency potential requires behavior change. Recognition
of behavior change as efficiency potential is essential to the evolution of utility energy efficiency
programs. Efficiency programs will need to integrate behavior change strategies into their DSM
portfolios in order to fully realize their achievable potential.

There is much utility interest in behavior based initiatives as is evidenced by significant increase
in the number and attendance of events taking place in this nascent field. Data is accumulating
that show the real and measurable savings to be had through behavior based initiatives. That
being said, some behavior based programs represent a divergence from the historical approach to
energy efficiency program design and implementation and care must be taken to design
programs that will generate verifiable savings that will sustain the rigor of evaluation protocol.

Energy usage feedback based in behavioral science, targeted marketing, data analytics, and
cutting-edge software are the tools being applied to the Home Energy Report program to broadly
and deeply engage utility customers. Utility based behavior initiatives can be categorized
intofour broad categories: 1) Mass Media/Social Media; 2) Community Based Social Marketing;
3) Feedback; and 4) Competitions. UNS Gas’s proposed plan includes aspects of all of these.

The primary barriers to wider spread implementation of this approach are:
o Efficiency is invisible;

e Most people when asked if they want to save energy will say “yes”. Often they think
they are already doing what they can to be energy efficient;

e Not knowing what to do, or what to do first;

e Not knowing where to obtain energy efficient products and services;

e Perceptions of cost, financial constraints;

e Doubt regarding the ability to make a significant difference in energy use/cost;

e Methodologies to measure savings through behavioral initiatives are not widely known;
and

e Questions regarding the persistence of savings from behavioral initiatives.
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Some of the major objectives from this program are to:
o Generate significant savings toward DSM portfolio objectives;

o Enhance relationships with UNS Gas customers leading to other areas of participation in
UNS Gas’s portfolio of DSM programs;

e Promote efficient building operations;
e Lower energy bills for the consumer; and
e Educate the next generation of consumers via the school education programs so they are

aware of the importance of energy efficiency.

Target Market

Behavioral initiatives apply to all UNS Gas customers. They can be targeted at homes and/or
businesses. The focus for this effort is on behavioral change within residences.

Program Eligibility

All UNS Gas residential customers will be eligible for this program.

Current Baseline Conditions

While consumer attitudes and awareness regarding the impacts of our energy use and the
potential of energy efficiency are increasing, and an ever increasing percentage of people express
a willingness to take action, there is often confusion about energy efficiency terms, what
concrete steps can be taken and how much of an impact they will have. Awareness of and
favorable attitudes toward energy efficiency in general do not necessarily correlate with
intentions to purchase specific energy efficient products or take particular energy efficient
actions. There is also typically a significant gap between awareness and action that must be
addressed through specific targeted actionable messages. Many people believe they are “doing
all they can” while the reality is they could easily do more.

“Consumers have been conditioned to think that their driving habits are the best
way to help the environment. They have not realized that the biggest thing they
can do is... be more energy efficient” —Shelton Research Group

Products and Services

Behavior programs are made up of the Home Energy Reports Program, and the Behavior
Comprehensive Program, which is currently made up of the K-12 Education initiatives. UNS
Gas will evaluate other Behavioral initiatives such as direct canvassing, and community
education as future additions to this program.

Each initiative is described in some detail in the succeeding sections.

Delivery Strategy, Incentive Processing and Administration

Doug McKenzie-Mohr, PhD, is an environmental psychologist and a leading expert in the design
of programs to promote sustainable behavior. Dr. McKenzie-Mohr, a noted pioneer and expert in
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behavior based energy efficiency initiatives, suggests the following steps in designing a
successful behavior based campaign:

o Identify barriers and benefits;

e Develop strategies using behavior change tools;

e Pilot the initiative as a carefully designed experiment and refine according to findings;
e Implement; and

e Evaluate.

As outlined throughout this section, this plan follows that path. In addition to being new,
behavior based programs are relatively unique and require specialized expertise to implement.
Accordingly, UNS Gas issued an RFP for behavior based implementation providers and each of
the two behavior based approaches are being delivered by separate implementation contractors.

Home Energy Reports Pilot Program

UNS Gas’s Home Energy Report Pilot Program is designed to affect: (1) habitual behaviors like
adjusting the thermostat; (2) purchasing behaviors such as buying efficient gas appliances; and
(3) the behavior of participating in utility DSM programs. This is accomplished through
distributing reports on an opt-out basis that compare a customer’s energy use to that of neighbors
with similar home attributes, which has been documented to instill a sense of competition and
action in customers leading to reduced energy consumption

The major objectives from this Program are to:
e Generate significant savings toward DSM portfolio objectives;
e Educate and inspire customers to take advantage of other DSM programs;
¢ Enhance a positive utility image;
e Promote efficient building operations; and
e Lower energy bills for consumers.

UNS Gas service territory includes customers who receive gas service from UNS Gas and
electric service from UNS Electric. UNS Gas service territory also includes customers who
receive gas service from UNS Gas and electric service from Arizona Public Service (“APS”).
UNS Electric and APS have already filed an order to include Home Energy Reports in their
individual DSM Portfolio’s but these reports would not include recommendations for gas
efficiency.

UNS Gas has developed a unique methodology to maximize potential savings and reduce total
costs for dual fuel customers in the UNS Gas/UNS Electric joint service territories. UNS
Electric has agreed to work with the implementation contractor to deliver dual-fuel reports to
customers in this joint-utility service territory. At this time, there is limited information available
to gauge savings targets for gas only or for dual fuel reports. Given the dual-fuel strategy for
capturing both electric and gas savings via home energy reports, it is possible that customers may
elect to proceed with measures that generate more electric or more gas savings. Given this
uncertainty, UNS Gas is therefore suggesting the Home Energy Report Program as a Pilot
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program through 12/31/2012 to enable UNS Gas and the implementation contractor time to
evaluate savings on the gas side from both options. UNS Gas will bear the incremental increase
in cost to develop dual-fuel reports. UNS Electric will report the electric energy savings from
these joint-utility customers and UNS Gas will report the gas energy savings from the same
homes, without converting the electric savings into therm equivalents.

In the northern climate of the UNS Gas service territory that is jointly served by APS, UNS Gas
discussed a similar arrangement with APS. It was determined that APS will be concentrating
Home Energy Reports through their program in the metro-Phoenix and Yuma areas due to the
significantly higher electric energy use of these customers. Therefore, APS customers in the
joint service territory with UNS Gas will not be included in early years of the APS program.
Customers in this northern climate for UNS Gas are customers with the highest gas consumption
in the territory and it is important to include this group of customers in the program. Therefore,
UNS Gas will include this northern climate in its Home Energy Report program as gas-only
reports and bear the entire cost of these reports in the UNS Gas program budget.

All Home Energy Report products will be automatically mailed to the target market by the
implementation contractor. Thus, no direct marketing is anticipated for this Program. UNS Gas
will, however, jointly develop the marketing message contained in the Home Energy Reports
with the contractor. The Program will also be included in the integrated marketing approach
developed and used for all DSM measures.

K-12 Education

The K-12 Education approach is an extension of the existing UNS Electric education program.
In this approach, in addition to energy based class room curriculum, students will be instructed in
energy saving approaches that can be implemented in their homes. Students will be provided a
take home kit which includes several energy saving devices such as low-flow shower heads,
faucet aerators and educational materials regarding actions that can be taken to reduce energy
use. UNS Gas will target teachers who are willing to add the energy based classroom curriculum
and provide students with this educational opportunity. K-12 Education Program will be
delivered by a 3™ party implementation contractor experienced in this approach. Energy savings
related to this program is derived from items included in the take-home kit and information on
the response card collected by the teacher as to what measures were installed.

Program Marketing and Communication Strategy

Marketing of the behavior approaches will be handled by the implementation contractors and
coordinated with UNS Gas’s overall messaging to reinforce the cffectiveness of the behavior
programs. Each approach will involve a unique strategy:

o Home energy reports will be offered in an opt-out approach; in other words, participants
who will receive the reports will be chosen at random and limited to those selected. The
program will not be marketed through traditional channels but is itself a tool to educate
and encourage energy efficiency behaviors including the behavior of participating in
other programs; and

e The K-12 Education approach involves sending students home with energy conservation
kits. Those who receive the kits will be those who receive the energy curriculum
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provided by the implementation contractor. The program will not be marketed through
traditional channels. Effort will be made when possible to coordinate the school program
with other efforts in the same neighborhood.

Program Implementation Schedule

Immediately following Commission approval for the Home Energy Reports, UNS Gas will begin
working with the implementation contractor to design dual-fuel reports and messaging to include
on reports. UNS Gas and the implementation contractor will also work to secure customer data
sharing to enable selection of the target group and the control group. It is anticipated that the
Home Energy Reports Pilot will be launched within 6 months of Commission approval.

Immediately following Commission approval for the K-12 Education program, UNS Gas will
begin recruiting of teachers. The curriculum and take-home kits will be offered during the next
available school semester following program approval.

Measurement, Evaluation, and Research Plan

UNS Gas will conduct an evaluation of Program participants to assess the effectiveness of
behavior program initiatives. UNS Gas will determine how effective the initiatives have been in
encouraging customers to make behavioral changes that save energy and how effective the
initiatives have been in encouraging participation in other available energy efficiency programs.
For Home Energy Reports, the implementation contractor and UNS Gas will also measure
energy savings of both groups (dual fuel and gas only) against a control group to determine
actual energy savings and which of the initiatives are most effective. Results will be analyzed
and Program design refined according to findings. Other similar behavioral applications may
also be analyzed in the future to take advantage of new found insights.

In recognition of the fact that behavior based initiatives must provide a highly reliable evaluation
protocol, we have proactively designed one that gets at the key issues of:

e Boomerang effect: Low-energy users may respond to the usage feedback and neighbor
comparison by increasing energy consumption;

e Growth/decay effect: Over time the treatment effect may evolve, perhaps growing
(energy savings increases), perhaps decaying;

o Treatment persistence: Energy savings may persist after termination of treatment; and

o Rebound effect: After an extended period without treatment a household may respond to
renewed treatment with a savings “bounce”.

In order to accomplish this, the pilot design includes setup of test and control groups:
o Divide targeted population into two statistically equivalent groups

o Verify Groups: Verify no historical difference in usage between test and control groups
Deploy the strategy to test group only, no action taken with control group

e Measure Impact: Compare average energy use pre and post reports for both groups

UNS Gas will evaluate the energy savings from the behavioral initiatives by using a third party
evaluator experienced in evaluating behavioral initiatives.

6
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Quality Assurance and Control

The initiatives will be delivered by implementation contractors who are experienced in their
unique areas of program delivery. Implementation contractors each have internal QC protocols
appropriate to their specific approach. The implementation contractors will be managed and
quality assurance will be maintained by the program administrator. Customers will be surveyed
and spot checks made to assure quality program delivery.

Program Costs and Benefits —-Home Energy Reports

Due to limited information for gas only or for dual-fuel programs, the energy savings shown in
Table 1-1 below is based on the implementation contractor’s best estimate of potential savings
and represents the average annual two-year energy savings for both dual-fuel customers and gas
only customers. It is common for the first-year energy savings to be less than the second-year
energy savings due to the persistence of messaging received by customers and the impact of this
messaging on customer behavior. Savings estimates for this two year pilot program were
determined by assuming 0.85% savings as a percent of annual gas therms consumed in year one
and 1.35% in year two, or an average of 1.15% savings for each of the two years. Budgets for
the 2-year pilot program are shown in Table 1-2.

Table 1-1. Measure Savings, Incentive Level, Participation and Benefit-Cost

Annual Measure
Energy Ave, level
Savings Incentive / Societal
Measure (1 herms/Unit) Unit Unit Test Result
Gas Only - 2011 13 $7 Customer - 102
Gas Only — 2012 13 $7.50 Customer 15,000 0.96
Dual Fuel Only - 2011 7 $2 Customer - 19
Dual Fuel Only — 2012 7 $2 Customer 20,000 1.9

Table 1-2. Program Budgets — Home Energy Reports

Program
Litetime Level
Utility Total Net Secietal
Program Program |- Benefits Cost
Incentives | Delivery | Marketing | Administration | Evaluation Cost $ Test
2011 30 $22,204 $0 $0 $0 $22,204 -$22,204 0.0
2012 $152,500 $17,720 $0 $4,117 $1,743 $176,080 $5,663 1.0

Program Costs and Benefits (K-12 Education)

The energy savings shown in Table 1-3 includes the average therm savings from installation of
one low-flow showerhead, one kitchen aerator and one furnace whistle. A student report-card
will be developed to determine how many of the items delivered in the kit, were actually
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installed. Savings estimates will include only those measures that have been reported installed
through the student report-card. Budgets for the 2-year K-12 Education Program are included in
Table 1-4.

Table 1-3. Measure Savings, Incentive Level, and Participation, Benefit-Cost

Annual Measure

Eneroy Ave. Level

Savings Incentive/ . 2011 2012 Societal

Measure (Fherms/Unit) Unit Unit LUnits Units Fest Result
Dk | - | @ |

K-12 Education Kit 62 ! $33

18.7

Table 1-4. Program Budgets (K — 12 Education)

Program
1 evel
Total Societal
- Program Program: | ‘Utility Program - Program | Lifetime Net Cost
Incentives Delivery Marketing | "Administeation ‘| Evaluation '
2011 $0 $0 $0 $3,997 $160 $4,157 -$4,157 0.0
2012 $20,000 $22,427 $0 $4,117 $1,862 $48,405 $324,829 7.7

Environmental Benefits:

Successful implementation of energy efficiency programs through installation of energy saving
measures or from reduced energy consumption resulting from behavioral changes by customers
also provides non-monetary environmental benefits to society. Tables 1-5 and 1-6 show the
positive environmental impacts from the Behavioral suite of programs offered by UNS Gas.

Table 1-5. Environmental Benefits - Home Energy Reports

Annual L. Annual | Lifetime { Lifetime | Lifetime
NOx SOx CO2 NOx - SOx

Savings : Savings | Savings | Savings Savings
(Metric b (Metric |+(Metrie | (Metric (Metrie
1ons) Tons) Tons) TFans) Tons)

2011 - - - - - -

2012 1,703 1.34 0.01 1,703 1 0
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Table 1-6. Environmental Benefits (K-12 Education)

Annual

Anpual | Annpual Litetime | Lifetime | Lifetime
(&0 ) NOx SOx cO2 NOx SOx
Savings | Savings | Savings | Savings |- Savings Savings
(Metric |.(Metric | (Metric | (Metric (Metric (Metrie
Tons) lons) ‘Tons) Tans) ‘Tons) Tons)
2011 - -
2012 197 0.16 0.00 1,974 2 0
9
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Program Description

Building energy codes are widely recognized as a relatively simple, cost-effective means of
achieving substantial energy savings that will accrue over the lifetime of new and renovated
buildings. However, barriers to the effective implementation of improved building energy codes
in Arizona exist. UNS Gas, Inc. (“UNS Gas” or the “Company”) believes the Energy Codes
Support Program (“ECSP”) will reduce energy consumption in its service territory and help
improve compliance with existing and future building energy codes.

Program Objectives and Rationale

The objective of the program is to increase energy savings in new construction and renovated
buildings in both the residential and commercial sectors through efforts to: 1) improve levels of
compliance with existing building energy codes, and 2) support and inform periodic energy code
updates as warranted by changing market conditions.

As a “home rule” state, building codes in Arizona vary widely across local jurisdictions. Many
code officials lack the time, knowledge and resources necessary to effectively enforce existing
codes, and to stay current on market trends that may warrant gradual code updates over time.
These challenges are particularly pronounced during current economic conditions. Building
design and construction professionals also may be confused about certain code requirements and
could likely benefit from additional education and training.

In jurisdictions that currently lack a building code of any sort, public officials could benefit from
information and assistance in developing and advocating the adoption of a building code.

Following is a list of the primary barriers in this market and the program elements addressing
those barriers:

Table 1-1. Market Barriers and Program Elements

Market Barrier [ Program Element
= Lack of knowledge and resources to facilitate = Participation on committees and collaboration with
compliance with existing codes relevant stakeholders to promote exchange of

. . information
= Inconsistency in codes across the state

=  Trainings for code officials and the building

= Lack of resources to advocate for adoption of new X
community

codes
= Advocacy in support of adopting new codes, as
appropriate

Target Market

Program staff will collaborate with: 1) local entities responsible for energy code compliance and
enforcement, and approving code changes (e.g., public officials, committees, city councils, et
cetera), and 2) regional and national organizations that track market trends and can provide
insight into best practices for energy code improvements and enforcement. Trainings to promote
code compliance would target local code officials, building design professionals (e.g., engineers,
architects and specifiers, builders and contractors.)
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Program Eligibility

Eligible projects include new construction and existing facilities that receive gas service from
UNS Gas. All UNS Gas customers who are property owners of existing residential or small
commercial facilities, new home builders, and commercial property developers are eligible for
the program.

Current Baseline Conditions

Arizona is a “home rule” state with no mandatory state-wide energy efficiency code. However,
many counties and cities have adopted an energy efficiency code, most often the 2006
International Energy Conservation Code (“IECC”).

Products and Services

The ECSP will strive to maximize energy savings through adoption and adherence to local
building energy codes across the local jurisdictions within the utility service area. The program
will employ a variety of tactics aimed at: 1) Adopting codes where they don’t exist, 2) improving
levels of compliance with existing building energy codes, and 3) supporting and informing
periodic updates to energy codes as warranted by changing market conditions. Specific program
activities will depend on the market needs expressed by local code officials. Activities are likely
to include a combination of efforts to:

» Better prepare code officials and building professionals to adhere to existing standards;

e Provide data and market insight to document the specific local benefits of code
enforcement, and inform energy code changes over time;

o Ensure utility incentive programs align well with local energy codes;

e Collaborate with relevant stakeholders to help build a more robust community working to
advance strong and effective building energy codes across the local jurisdictions within
UNS Electric, Inc. and UNS Gas;

e Advocate for energy code updates over time.

Delivery Strategy, Incentive Processing and Administration

Program activities will be selected based on research into effective approaches implemented in
leading jurisdictions (e.g., California and Massachusetts), as well as feedback from local code
officials, and municipal leaders in locations that currently lack building codes. Once program
activities are selected, program staff will maintain a consistent level of activity and engagement
with relevant stakeholders.

Key elements of the implementation strategy may include:

e Supporting local energy code adoption through participation in energy code adoption
committees for both minimum energy code requirements, and voluntary “stretch codes”
(such as Leadership in Energy & Environmental Design (“LEED”) and other
sustainable/green codes;
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e Providing technical support to code adoption committees (e.g., benefit cost analysis of
potential code updates, research and information sharing related to the market penetration
of particular energy efficient technologies);

e Providing public testimony in support of code adoption before city councils;
o Ensuring that ongoing DSM programs align well with energy code requirements; and

e Providing funding and / or other resources to better equip local code agencies to enforce
and improve energy code compliance over time. Program staff may select a set of
jurisdictions to receive a higher level of assistance on an annual basis. This will help
increase the level of impact on those target communities with a high likelihood for
producing the greatest amount of incremental savings. Support provided to these target
jurisdictions may include activities such as:

e classroom training sessions for code officials, and building professionals (architects,
engineers, specifiers, builders and contractors);

e brown bag training sessions for code officials, and building professionals at their
places of business via a circuit rider;

e field training sessions for code officials and building professionals;
e purchasing energy code books for officials that currently lack such resources;
e supporting energy code-related certifications for code officials;

e conducting energy code compliance assessments by 2017 to fulfill American
Recovery and Reinvestment Act (“ARRA”) requirements to demonstrate 90% energy
code compliance (this could be done in coordination with energy efficiency program
measurement, evaluation and research (“MER”) activities); and

e Collaborating with the Southwest Energy Efficiency Project (“SWEEP”) and other
regional groups to support research on and adoption of building codes and equipment
standards.

UNS Gas staff will be responsible for administering the program. Staff required to implement the
program include one-quarter of a full-time-equivalent (“FTE”) staff person at a middle
management level, and one-quarter FTE junior staff person. Responsibilities for these staff will
include coordination, planning and implementation of all program activities. MER activities
would be conducted by a third-party contractor.
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Program Marketing and Communication Strategy
Key elements of the marketing strategy will include:

o Direct outreach to local code officials and to other local officials drawing on industry
association contact lists (e.g., the International Code Council), and networks of municipal
leaders;

o Participation in committees conducting activities related to building code enhancement;

o Communications with other UNS Gas energy efficiency program implementation staff in
order to cross-market across programs; and

o FEasy-to-locate information posted on UNS Gas’s website.

Program Implementation Schedule

Upon program approval by the Arizona Corporation Commission (“Commission”), UNS Gas
plans to immediately engage stakeholders in assessing energy code requirements and compliance
status, as well as indentifying best avenues for energy code enhancement throughout the service
territory.

Measurement, Evaluation, and Research Plan

All evaluation activities will be conducted by UNS Gas’s MER contractor. An integrated
evaluation approach will be taken that includes the following components:

e Addressing evaluation at the onset of program design and collecting evaluation data as
part of program administration;

e Assessing and documenting baseline conditions;

o Establishing tracking metrics, especially baseline energy code compliance per major local
jurisdiction;

e Developing and refining deemed savings methodologies for estimating program savings
from energy code enhancement and adoption activities; and

e Conducting primary and secondary research as part of the impact and process
evaluations.

The overall goal of the impact evaluation will be to develop savings methodologies for
estimating savings from more stringent energy code adoption and increased energy code
compliance rates in both the residential and commercial sectors. A calculation methodology to
apportion energy savings attribution from energy codes will be developed and proposed to the
Commission. '

Process related evaluation activities will review utility energy code promotion implementation
strategies and seck to identify ways to improve program delivery and market adoption of more
aggressive residential and commercial energy codes. Self-report surveys with key stakeholders
(code officials, builders, architects, et cetera) as well as on-site verification of a sample of new
construction projects will be used to assess program awareness, barriers to participation,

1 Arizona Corporation Commission; Docket No. RE-00000C-09-0427, Decision No. 71436 issued December 16, 2009, p. 8.
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participant satisfaction, and other process evaluation issues. Interviews will also be conducted
with program managers and the implementation contractor. These surveys will be enhanced by
collecting market data and assessing trends. Wherever it is practical and appropriate, evaluation
activities will be conducted in conjunction with other utilities and agencies in the state to
efficiently utilize resources and help ensure consistency.

Quality Assurance and Control

e The energy codes enhancement program will seek to be an additional informational
resource to assist code officials, architects, engineers, builders, contractors, and other
stakeholders with technical guidance with respect to energy code adoption and
compliance activities;

e Utility staff will seek to further strengthen existing contacts with code officials,
architects, engineers, builders, contractors, and other stakeholders to advance energy
code upgrades and greater levels of energy code compliance, which will include
occasional on-site verification visits, especially for those projects receiving utility
incentives for efficiency upgrades;

e For any utility sponsored energy code training classes, participant satisfaction surveys
will be issued as a standard feature of the class; and

e The program evaluation process (described above) will provide an additional level of
quality assurance for the program.

Program Costs and Benefits

Table 1-2 provides an update of 2011 and 2012 budgets required for the ECSP. Energy savings
from this program will be determined after the impact evaluation is approved and completed.
The overall goal of the impact evaluation will be to develop savings methodologies for
estimating savings from more stringent code adoption and increased code compliance rates in
both the residential and commercial sectors.

Table 1-2. Program Budgets

Program
Lifetime | Level
Uality o Societal .
Prograni | Program Program Prograni | Benefits Cost
Ineentives | Delivery | Marketing | Adniinistration | Evaluation 5 Test
2011 $0 $o $0 $0 $0 $0 $0 N/A
2012 $0 $60,095 $9,014 $4,117 $2,929 $76,155 $0 N/A
5
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Program Description

UNS Gas, Inc. (“UNS Gas” or the “Company”’) will offer Solar Thermal Water Heating System
program incentives to existing residential, residential new construction and existing and new
small commercial customers in the UNS Gas service territory. Incentives will be offered to
participating customers on qualified solar thermal systems upon proof of purchase and after the
system is installed and operational. In order to qualify to the UNS Gas incentive, each system
must be listed by the Solar Rating Certification Council (“SRCC”) and have OG-300
certification. This renewable technology incentive will be in addition to renewable incentives
offered by electric utilities, but UNS Gas will have to calculate the total combined incentive so
the combined utility incentive does not exceed the maximum utility incentive, as outlined in the
Renewable Energy Standards and Tariff (“REST”) rules. The electric service provider will
modify incentive offerings if necessary, to assure the customer pays a minimum of 15% of the
installed cost.

The major barriers to installation of solar thermal water heating systems include lack of up-front
capital and lack of knowledge/awareness of the benefits solar thermal water heating offers as an
energy efficiency improvement. The UNS Gas program will help remove barriers to the
installation of solar thermal water heating and increase customer acceptance and program
participation. Customers can either choose to receive the incentive themselves, or choose to
assign the incentive payment directly to the installer, thus reducing initial out-of-pocket
investments.

UNS Gas will promote the program through local newspapers, on the Company web-site, during
presentations to community groups as well as leverage resources from other energy efficiency
programs to reduce costs and increase efficiency of program delivery. The solar thermal
program will be cross-marketed and promoted as follows:

o UNS Gas will cross-market and promote through existing Demand-Side Management
(“DSM”) programs, such as the Existing Homes, Residential New Construction and C&I
Facilities programs, as follows:

e UNS Gas or a third party implementer will include estimates of savings and cost
information for solar thermal water heating in the detailed energy assessment
conducted as a part of the Existing Homes Program and provide information to
each customer on how to participate in the solar thermal water heating program.
This will help reduce promotional costs and increase participation in this
program;

e UNS Qas staff, participating home energy raters (“HERS”), or other third party
implementers will provide information on how to participate in the solar thermal
water heating program to local homebuilders as part of the promotion for
participation in the Residential New Construction Program. This information
will include estimates of costs and all available incentives; and

e UNS Gas or a third party implementer will include estimates of costs and savings
for solar thermal water heating during discussion with commercial customers as
part of the proposed C&I Facilities direct install program and provide
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information to each customer on how to participate in the solar thermal water
heating program;

e UNS Gas will refer customers to electric service utilities to enable the customer to
receive incentives provided from electric service utilities and to allow electric service
utilities to claim Renewable Energy Credits (“REC”) associated with installation of solar
thermal systems included in the UNS Gas program. Compliance inspections will be
completed by electric service utilities as part of the REST requirements for electric
service utilities to claim REC’s; and

e Local solar installers will also promote participation in this program.

Program Objectives and Rationale

As noted in A A.C. R14-2-2504 (A), Renewable Energy Resource Technology (“RET”)
Programs are approved in the Gas Utility Energy Efficiency Standard (“EES”) (January 2011)
and energy savings from RET programs expressed in therms or equivalent therms may be
included toward meeting the energy saving goal. For gas utilities with limited gas end-use
appliances/measures, water heating provides one of the largest gas end-uses. The inclusion of
solar water heating as an approved RET program will be a critical element for UNS Gas to meet
the 6% cumulative energy savings goals by 2020. Southwest Gas Corporation has developed a
similar program offering including similar incentives to the program proposed by UNS Gas. By
delivering this program with a focus on reducing key market barriers and by leveraging
promotion and delivery through approved energy efficiency programs, this program can
contribute significantly to the achievement of UNS Gas’s DSM savings goal.

The objectives of the program are to:
e Provide opportunities for participation for all customers;

o When feasible, maximize opportunities for program coordination with other UNS Gas
efficiency programs (e.g., Existing Homes Program, Joint-Utility New Home Program,
C&I Facilities Program) and with electric utility efficiency programs to yield maximum
benefits;

e Maximize program savings at a minimum cost by striving to achieve comprehensive cost-
effective savings opportunities;

e Use trained and qualified trade allies such as electricians, HVAC contractors, builders,
architects engineers and solar installers to transform the market for efficient technologies;
and

o Inform and educate customers to encourage more efficient energy use decisions.

Target Market

The Solar/Thermal Water Heating program will be promoted to existing residential, residential
new construction and both new construction and existing C&I customers within the UNS Gas
service territory.
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Program Eligibility

Eligible projects include new construction and existing facilities that receive gas service from
UNS Gas. All UNS Gas customers who are property owners of existing residential or small
commercial facilities, new home builders, and commercial property developers are eligible for
the program.

Current Baseline Conditions

Customers in the UNS Gas service territory own and operate either conventional gas or electric
storage water heaters. These water heating systems are often very energy inefficient. Due to
various market barriers including capital constraints and lack of awareness, energy efficiency
improvements often do not reach the top of the priority list. Thus, reduced energy consumption
from water heating represents significant savings potential for the UNS Gas program portfolio.
Although existing energy efficiency programs offer some opportunities for energy efficiency
improvements through installation of higher efficiency gas storage water heaters in this market,
there is not a comprehensive offering from gas utilities that addresses the installation of
renewable energy technologies to reduce water heating energy consumption. This program seeks
to fill this important gap in the UNS Gas program portfolio and provide substantial energy
savings. Based on recommendations from the installer, customers will be allowed to install either
gas or electric back-up. If electric back-up is installed, UNS Gas will report the therm equivalent
savings provided by the solar system.

Products and Services

This program will be delivered by solar installers in the UNS Gas service territory who are listed
as approved contractors for the electric service utility in the area. Training and certification
required by the electric service utility will be sufficient to meet the needs of UNS Gas.
Contractors must maintain all licenses, and bonding required by the electric service utility in
order to participate in the UNS Gas program.

Key elements of the implementation strategy may include:
e Approved systems must have SRCC OG-300 certification to qualify for incentives;

e It is preferred that existing homes and commercial properties with current gas water
heating systems install gas back-up for the solar/thermal unit. However, customers will
be provided the option to install either gas or electric back-up. If electric back-up is
installed, UNS Gas will report the therm equivalent savings provided by the solar system;

e It is preferred that new homes and commercial properties with gas to the property install
gas back-up for the solar/thermal unit. In the event that gas service is not available to the
property, UNS Gas will report savings based on the therm-equivalent energy savings
received from the renewable technology;

e Marketing for solar/thermal water heating systems will be incorporated in the messaging
offered through the Existing Homes, Joint-Utility New Homes, and the C&I Facilities
programs offered by UNS Gas.

e System acceptance inspections, as required by the electric service utility will be
completed by the electric service utility. UNS Gas will refer customers to electric service
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utilities to enable the customer to receive incentives provided from electric service
utilities and to allow electric service utilities to claim REC’s associated with installation
of solar thermal systems included in the UNS Gas program.

As the program develops and matures, UNS Gas will examine the effectiveness of this program
and determine if modifications are necessary to assure success.

Program Marketing and Communication Strategy

Marketing and communications strategies will include notifying UNS Gas customers through
updates to website; local newspapers and radio; bill messages and bill inserts; training seminars;
call center on-hold messages; direct mail promotion; outreach to new home builders and home
builder associations; and working directly with contractors and industry specialists.

Program Implementation Schedule

UNS Gas plans to implement this program in fall of 2011, following approval by the
Commission.

Delivery Strategy Incentive Processing., and Administration

Program delivery is provided by a combination of UNS Gas staff, and approved solar installers
who will provide implementation services, including system sizing, eligibility verification and
scheduling of delivery and system installation. UNS Gas will work closely with Arizona Public
Service Company (“APS”) and UNS Electric, Inc. to develop strategies for customer applications
and reporting requirements. The implementation contractor will work with UNS Gas to deliver
necessary documentation to coordinate prompt processing of incentive payments.

Measurement Evaluation and Research Plan

The Measurement, evaluation, and research (“MER”) team will develop a research plan and
conduct annual evaluation research on the achievements of this program primarily through
information collected from the electric service utility during compliance inspections associated
with the REST program.

Quality Assurance and Control

Electric service providers will provide quality assurance and control during REST compliance
inspections.

Program Costs and Benefits

UNS Gas is sensitive to the fact that customers will receive incentive payments for the same
system from both the electric utility and the gas utility. REST rules clearly outline the maximum
utility incentive that can be paid, listed as a percentage of total system cost and requirements that
customers pay at least 15% of system installed cost. This maximum incentive would be the total
incentive from both electric and gas utilities. UNS Gas has designed its incentive structure so the
total combined incentive will not exceed the maximum allowed utility incentive as outlined in
the REST rules. This is accomplished by first, applying the appropriate calculation to determine
the incentive customers will receive from the electric service utility. Next, calculations are made
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percentage of system cost covered by utility incentives after applying the UNS Gas incentive.
The electric utility incentive will be adjusted if necessary, to assure customer payment of 15% of
total installed cost necessary to meet REST rules. UNS Gas will offer an incentive of
$7.00/Therm based on first year anticipated savings for existing and new construction residential
units. UNS Gas will offer $400.00/panel to small commercial customers with a maximum of 60
panels. The limitation of 60 panels is necessary to meet the maximum incentive allowed to a
small commercial customer by APS. UNS Gas will report energy savings resulting from the
installations and electric utilities will report REC’s. An example of the up-front incentive
structure is illustrated in Table 1-1. UNS Gas will also consider an equivalent payment under the
electric utility performance-based incentive structure in the event that requests are received.

Table 1-1. Hlustrative Example of Combined Incentives

Arizona Public Service 0G-300 $0.00 $0.50 $0.00
UniSource Electric 0G-300 $750.00 $0.25 $1,750

0G-300 Residential Typical

UniSource Electric Rebate $1,450.00 $668.95 35%
APS Rebates $1,400.00 $668.95 35%

Table 1-2 provides measure savings, incentive levels and participation anticipated in 2011 and
2012. Asa RET program, installation of solar water heating is not subject to meeting the same
requirements of energy efficiency programs for achieving a positive societal cost test. However,
UNS Gas believes it is prudent that the offering meet a positive Utility Cost Test.

Table 1-2. Measure Savings, Incentive Level, Participation and Benefit-Cost

Annual . Measure
Energy, Avo. ' Level
Savings Incentive / 2011 2012 Utility Cost
Measute (1 herms/Unit) Unit Unit Units Units Test Result
Residential Retrofit 96 $669 or Home - 200 1.04
$7/therm
Residential New % $669 or Home i 50 104
Construction $7/therm
. . $400 per
Commercial Retrofit 96 Collector - 50 1.74
panel

Table 1-3 provides both a breakdown of budget categories and total program budgets for 2011
and 2012. Incentives represent 0% of the total program budget for 2011 and 81% of the total
program budget for 2012.
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Table 1-3. Program Budgets

B
0000000000000000000000000000000000000000000°

Program
Level
Utility Fotal Lifetime Utility
Program | Program Program Program Net Cast
Incentives | Delivery | Marketing | Administration | Evaluation Cost Benetits (5) Test
2011 $0 $17,204 $688 $7,994 $1,035 $26,921 -$26,921 0.0
2012 $187,237 $17,720 $8,198 $8,234 $8.,856 $230,244 -$1,546,079 0.9

Environmental Benefits

Installation of renewable energy technologies also provides non-monetary environmental benefit
to society. Table 1-4 provides information on the environmental impacts from the UNS Gas
Solar/Thermal Water Heating Program.

Table 1-4. Environmental Benefits

Annual

Annual

Lifetime

Annual” | Lifetime 1 ifetime
L CO2 NOx | SOx o2 NO« SOx

Savings | Savings | Savings | Savings | Savings Savings

- (Metric.of (Metvie | (Mefric..| (Metrie (Metric. [ (Metric

dons) Tons) lons) Tons) Tons) T ons)
2011 - - - - - -
2012 152 0.12 0.00 2,282 2 0
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Program Description

UNS Gas, Inc. (“UNS Gas” or the “Company”) believes that to meet overall performance goals
for energy savings, the concept of energy efficiency must be understood and embraced by its
customers. Messages that communicate the general concept of Demand-Side Management
(“DSM”) and the importance of energy efficiency to the customer should be included in many
areas of communication. This education and outreach is intended to encourage higher levels of
participation in DSM programs offered by UNS Gas. Education and outreach is an essential
piece of any market transformation effort.

The goal of residential and commercial energy education program is to educate UNS Gas’s
residential and commercial consumers on how to conserve energy and lower their gas utility
bills. Educating customers about their energy use decisions, actions and inactions, as well as
options for greater efficiency, provides a foundation from which efficient actions can take place.
This is accomplished in a variety of ways discussed later in this report.

Program Objectives and Rationale

The program’s goal is to provide customers with the tools and knowledge necessary to better
manage their energy use. This is accomplished through targeted education on ways to conserve
energy, lower their electric utility bills, achieve cost effective energy savings, and reduce peak
demand. The Education and Outreach program is intended to help customers understand and
embrace the concept of DSM to encourage higher levels of participation in DSM programs
offered by UNS Gas. Further, the goal is to generate awareness among tomorrow’s consumers
about the implications of energy use decisions, actions and inactions, the value of energy and the
need to use it wisely for a better future for all.

The Education and Outreach program has the potential to deliver messaging that will result in
energy reductions. This program also supports all DSM program marketing and advertising
efforts. To achieve energy reduction goals from the DSM portfolio of programs, the customer
must hear similar and supporting messages through many avenues of communication. The
Education and Outreach program provides the opportunity for all utility customer segments to
hear supporting messages and become more knowledgeable about energy use and energy cost
saving opportunities in their homes and businesses.

It is difficult to specifically attribute energy savings created by educational and outreach
programs. Utilities and regulatory agencies throughout the country recognize this limitation and
understand the importance of marketing education and outreach efforts to the overall
effectiveness of a comprehensive market transformation effort.

Target Market

The Education and Outreach program will be targeted to approximately 131,000 residential and
commercial customers in the UNS Gas service territory.

Program Eligibility

All UNS Gas residential and commercial customers will be eligible for this program.
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Current Baseline Conditions

In general, customers still do not have the tools or understanding to make informed decisions
regarding their energy use and the ways to reduce consumption. Education regarding how
different strategies might help reduce energy consumption in their home or business will allow
for better energy management. Customers are also not well educated on the potential benefits
from energy conservation in reducing greenhouse emissions and water use. The purpose of the
four strategies included in the Education and Outreach program is to help communicate and
educate these messages to all customers. The messages included in these general energy
efficiency campaigns will support individual DSM program messages.

Products and Services

An energy efficiency media campaign designed to educate customers on simple low-cost
conservation steps is produced annually. The campaign typically includes a gas bill insert, radio
advertising and home page icons on UNS Gas’s web site.

Delivery Strategv. Incentive Processing and Administration

This program will be administered in-house by UNS Gas employees. UNS Gas will provide
program administration, marketing, planning, and consumer education activities.

Program Marketing and Communication Strategy
UNS Gas will communicate and educate residential and commercial customers through a variety
of avenues:

e Bill messages will be used to provide information to current customers;

e Uesaz.com will display information during the winter months to help web users quickly
find the energy savings information;

e UNS Gas customer care representatives will be trained to answer any customer questions
and they will know where to direct customers on uesaz.com;

e Brochures will be created to be mailed on demand. These will be distributed through the
call center and the utility website and will be available for various public awareness
events (school training, presentations, seminars, et cetera),

e Inserts will be added to customer bills to educate them on ways to help lower their gas
bills;

e Email newsletter article featuring energy savings tips will be sent to all registered
uesaz.com USers;

e Media relations will be prepared to answer questions posed by the media; and

e Personal outreach at fairs, exhibits, science competitions, et cetera, to distribute
information, flyers, and such other materials available, about energy conservation and
renewable energy.

UNS Gas’s existing “Bright” family energy efficiency brand marketing platform will continue to
be used to communicate with customers via social media outlets such as Facebook and Twitter.



http://Uesaz.com
http://uesaz.com

UNS Gas, Inc. Education and Qutreach Program

Appendix E

Program Implementation Schedule

Program implementation will begin immediately following Arizona Corporation Commission
(“Commission”) approval.

Program Costs and Benefits

Program budget shown in Table 1-1 includes labor from program development, reporting,
implementation, and campaign development. Budgets also include market delivery such as print
and radio campaigns, printing brochures, print advertising, web advertising, and seminars to
target groups.

Table 1-1. Program Budgets

Program
Lifetime | Level
' Utility Fotal Net Secietal
Program | Program Progsram Progiram - | Benefits Cost
Incentives | ‘Delivery | Marketing | Adinmistration | Evaluation Cost ) Test
2011 $0 $25,735 $0 $3,997 $0 $29,731 $0 N/A
2012 $0 $61,813 $0 $8,234 $2,802 $72,849 $0 N/A

As an education, outreach and market transformation program there is no calculation for energy
savings. UNS Gas is requesting approval to recover the cost of the program through DSM but
will claim no energy savings. However, UNS Gas believes that this program directly impacts the
participation in, and thus savings from, its other DSM programs. UNS Gas is not proposing to
track the cost effectiveness of the educational programs. Again, however, UNS Gas believes that
the cost effectiveness of its other DSM programs is positively impacted by the Education and
Outreach program.
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