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BEFORE THE ARIZONA CitQ cohllVll33lUN 
Arizona Corporation Commission i -:, 

COMMISSIONERS 
GARY PIERCE, Chairman 
PAUL NEWMAN 
SANDRA D. KENNEDY 
BOB STUMP 
BRENDA BURNS 

IN THE MATTER OF THE 
APPLICATION OF SOUTHWEST GAS 
CORPORATION FOR APPROVAL OF A 

CONSUMER PRODUCTS FINANCING 
PROGRAM 

RESIDENTIAL ENERGY-EFFICIENT 

DOCKET NO. G-0155 1A-10-0320 

SWEEP COMMENTS ON THE 
STAFF REPORT AND 
RECOMMENDED ORDER 

COMMENTS OF THE SOUTHWEST ENERGY EFFICIENCY PROJECT 

CONSUMER PRODUCTS FINANCING PROGRAM 
ON THE SOUTHWEST GAS RESIDENTIAL ENERGY-EFFICIENT 

The Southwest Energy Efficiency Project (“SWEEP”) appreciates the opportunity to submit 
comments in response to the Recommended Order filed by Staff on March 9,201 1, regarding the 
Southwest Gas Corporation’s (“S WG” or “Company”) Application for Approval of its 
Residential Energy-Efficient Consumer Products Financing Program (“Program”). 

SWEEP recommends Commission approval of the Program and appreciates Staffs report and 
recommendations. We believe that the Program will serve as an effective mechanism to help 
customers obtain financing for the implementation of cost-effective energy efficiency measures 
that deliver substantial monetary and energy savings. Notably, financing is an essential tool to 
help residents, who may lack upfront capital, invest in energy efficiency. To that end, we would 
like to thank the Company for working with the National Bank of Arizona in response to the 
Commission’s directive to develop an energy efficiency loan fund and for making important first 
strides to offer customer financing options. 

While SWEEP supports the Program as proposed, as a good start and as a beneficial initial effort, 
we believe the Program financing offering should improve in several important ways in the 
future. SWEEP believes that the financing offering from National Bank of Arizona, or 
alternatively from another lender or source of capital, can and should improve in the near future 
based on the initial experience in the field Arizona, in this Program and in similar financing 
programs that have been approved by the Commission. SWEEP is committed to work with 
Southwest Gas and the potential lenders to improve the financing offering in the future. Two 
aspects of the financing offering in particular should be improved in the future based on the 
initial experience in Arizona and in other states. 

First, SWEEP notes that the Program’s Loan Loss Reserve amount of 25% is higher than the 
amount that has been negotiated elsewhere (1 0% is typiqal elsewhere in the country). The higher 
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Loan Loss Reserve amount adds costs for ratepayers without providing any significant value to 
customers; it simply provides extra protection against loan defaults for the entity providing the 
financing capital (in this case, National Bank of Arizona). Experience elsewhere indicates that 
energy efficiency loans perform better with loan repayment being more secure than typical 
consumer finance loans, therefore SWEEP believes the Loan Loss Reserve should be lower that 
25%. Again, a Loan Loss Reserve of 10% has been found to be adequate in other energy 
efficiency financing offerings. 

Second, SWEEP believes that the Program’s minimum credit score number (FICO credit score) 
of 700 may unduly limit customer participation. In particular, a required credit score of this 
relatively high level will limit the ability of the financing offering to assist the very customers 
who may need and benefit from the financing - i.e., low to moderate income customers who do 
not have the money to pay for the entire energy efficiency measures upfront. Also, there are 
customers who have low credit scores simply because they have not used credit, yet these 
customers pay their utility bills on a regular basis and have a very good repayment history. The 
performance of energy efficiency loans elsewhere indicates that these types of loans are better- 
performing than typical consumer finance loans, and therefore the required credit scores could be 
reduced while still resulting in very good loan repayment. SWEEP believes a credit score of 
640, backed up with a requirement of good utility bill repayment history, would be adequate and 
would result in many more customers being eligible for the financing - thereby reaching the very 
customers for whom the financing would be most helpful. 

In summary, SWEEP recommends the Commission approve the Program, as a good start and as 
a beneficial initial effort. SWEEP also recommends that the Company review the actual 
Program loan defaults, in this Program and in similar programs in Arizona and elsewhere, plus 
the credit scores of Program participants and applicants, at six, twelve, and eighteen month 
intervals to determine whether adjustments to the above aspects of the Program are warranted. 
SWEEP is committed to work with Southwest Gas, National Bank of Arizona, and any other 
potential lenders or alternative sources of financing capital to improve the financing offering for 
customers in the future. 

Thank you for the opportunity to submit these comments. 

Respectfully submitted this 30th day of March 20 1 1 by: 

Jeff Schlegel & Ellen Zuckerman 
Southwest Energy Efficiency Project 
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