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March 7, 2016 '£'3\B
Q S Arizona Corporation Commission

DO CKETE i""'e¢...,-'

MAR€)8 2015
°9 "

Arizona Corporation Commission
1200 West Washington
Phoenix, AZ 85007-2996

.....
DOCKETED BY

J
In the matter d the Commlsslon's Investigation of Value anJC6st of .

Dlstrlbuted Generation
Re: E-000001-14-00z3,

Dear Chairman and Commissioners,

The Southwest Energy Efficiency Project (SWEEP) appreciates the opportunity to submit this letter in
response to questions from several Commissioners in this docket about energy efficiency and the
unique role that energy efficiency (EE) plays as an electricity system resource.

1. Energy efficiency is Arizona's least expensive energy option.

The 2014 Integrated Resource Plans of Arizona Public Service Company (APS) and Tucson Electric
Power (TEP) reveal that EE is the lowest-cost energy resource available to meet current and future
customer needs. Figure SWEEP-1 and SWEEP-2 compare TEP's and APS' energy resource costs in each
utility's plan. TEP estimates the next most affordable resource to be a combined cycle natural gas plant

. a resource that is 1.5-to-2 times more expensive than EE.

Notably, both APS arid TEP estimate EE costs that are several times the actual cost of EE in recent
years. Even with EE cost assumptions that are far higher than actual experience-to-date, EE remains
the lowest cost resource available in Arizona.1 (See Figure SWEEP-1 and SWEEP-2, at the lower left,
which show APS' and TEP's actual cost of EE programs in recent years.)

Because EE is the least expensive energy resource available, all customers benefit from EE investment
because they would otherwise pay for more expensive options to meet energy needs.

z. Arizona's energy efficiency investments are required to be cost-effective and are
systematically monitored to ensure cost effectiveness.

| SWEEP does not agree with APS' and TEP's projected EE program costs. These costs are higher than necessary and higher
than what we have observed in mature Demand Side Management portfolios in other states.
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A r i z o n a ' s  e n e r g y  e f f i c i e n c y  i n v e s t m e n t s  a r e  r e q u i r e d  t o  b e  c o s t - e f f e c t i v e  a n d  a r e  s y s t e m a t i c a l l y

m o n i t o r e d  t o  e n s u r e  c o s t  e f f e c t i v e n e s s .  A n a l y s i s ,  r e v i e w ,  a n d  m o n i t o r i n g  o c c u r  t h r o u g h  t h e  D e m a n d
S i d e  M a n a g e m e n t  P l a n  d e v e l o p m e n t ,  r e v i e w ,  a n d  a p p r o v a l  p r o c e s s  a n d  t h r o u g h  t h e  C o m m i s s i o n ' s

s e m i - a n n u a l  a n d  a n n u a l  r e p o r t i n g  p r o c e s s .  P r o g r a m s  a n d  o f f e r i n g s  a r e  c a n c e l l e d  i f  c o s t  e f f e c t i v e n e s s

c r i t e r i a  c a n n o t  b e  m e t .  T h e  c o s t  e f f e c t i v e n e s s  a n a l y s i s  d i r e c t l y  c o m p a r e s  E E  w i t h  t h e  n e x t  b e s t

r e so u r ce ,  w h i ch  i s  t yp i ca l l y  a  n a t u r a l  g a s  i n ve s t m e n t .  B e ca u se  E E  p r o g r a m s  a r e  r e q u i r e d  t o  b e  co s t

e f f e c t i v e ,  a l l  c u s t o m e r s  b e n e f i t  f r o m  t h e m  e v e n  i f  t h e y  d o  n o t  p a r t i c i p a t e  i n  t h e m .

3. The budgets for and cost of Arizona's energy efficiency programs are transparent;
regularly reviewed and approved by the Commission; and systematically and
rigorously monitored.

T h e  b u d g e t s  f o r  a n d  c o s t  o f  e n e r g y  e f f i c i e n c y  p r o g r a m s  a r e  c l e a r  a n d  t r a n s p a r e n t .  T h e  C o m m i s s i o n ' s

D e m a n d  S i d e  M a n a g e m e n t  P l a n  d e v e l o p m e n t ,  r e v i e w ,  a n d  a p p r o v a l  p r o c e s s  ( w h i c h  t a k e s  p l a c e  e v e r y

o n e - t o - t w o  y e a r s )  a n d  t h e  C o m m i s s i o n ' s  s e m i - a n n u a l  a n d  a n n u a l  r e p o r t i n g  p r o c e s s  e n s u r e  t h a t  t h e

c o s t s  o f  e n e r g y  e f f i c i e n c y  i n v e s t m e n t s  a r e  w e l l  d o c u m e n t e d  a n d  p u b l i c l y  a v a i l a b l e .  C o s t s  a r e  r e p o r t e d

f o r  e a c h  i n d i v i d u a l  p r o g r a m  a n d  f o r  e a c h  s u b c a t e g o r y  o f  p r o g r a m  e x p e n s e  i n c l u d i n g  m a r k e t i n g ,

t r a i n i n g ,  a d m i n i s t r a t i o n ,  r e b a t e s  a n d  i n c e n t i v e s ,  e t c .  I n  t h i s  m a n n e r ,  S W E E P  b e l i e v e s  t h a t  e n e r g y

e f f i c i e n c y  i s  t h e  m o s t  c l o s e l y  a n d  r i g o r o u s l y  m o n i t o r e d  r e s o u r c e  o f  a l l  A r i z o n a  u t i l i t y  i n v e s t m e n t s .

T h i s  c l o s e  m o n i t o r i n g  a l s o  e n a b l e s  t h e  C o m m i s s i o n  t o  a d j u s t  e n e r g y  e f f i c i e n c y  i n v e s t m e n t  l e v e l s  a n d
p r i o r i t i e s  a s  n e e d e d  o r  t o  a c h i e v e  g r e a t e r  c o s t  e f f e c t i v e n e s s .

T h i s  r egu la r  r epo r t i ng  o f  E E  budge t s  and  cos t s  has  r evea led  t ha t  E E  i s  cos t i ng  A r i zona  l ess  t han

a n t i c i p a t e d .  I n  a d d i t i o n ,  A r i z o n a  h a s  o n e  o f  t h e  l o w e s t  c o s t s  O f  e n e r g y  e f f i c i e n c y  i n  t h e  c o u n t r y .  A

r e c e n t  L a w r e n c e  B e r k e l e y  N a t i o n a l  L a b o r a t o r y  a n a l y s i s  o f  a n n u a l  E E  p r o g r a m  d a t a  i n  3 4  s t a t e s ,  w h i c h

e x a m i n e d  5 , 9 0 0  p r o g r a m  y e a r s  w o r t h  o f  d a t a  f r o m  2 0 0 9 - 2 0 1 3 ,  f o u n d  t h a t  A r i z o n a  h a s  t h e  t h i r d  l o w e s t

t o t a l  r e s o u r c e  c o s t  o f  s a v e d  e n e r g y  i n  t h e  c o u n t r y  i n  t e r m s  o f  u t i l i t y  d o l l a r s  s p e n t  p e r  k p h  s a v e d .  ( O n l y

N o r t h  C a r o l i n a  a n d  M a i n e  h a v e  l o w e r  c o s t s . )  A r i z o n a ' s  c o s t  i s  a l s o  s i g n i f i c a n t l y  l o w e r  t h a n  t h e  n a t i o n a l

3Vel8ge_2

4. Unlike many utility investments, Arizona's energy efficiency programs serve a
significant percentage of ratepayers and are positioned to engage ALL Arizona
ratepayers in the coming years. All customers have an opportunity to participate in

2 Lawrence Berkeley National Laboratory, "The Total Resource Cost of Saved Energy for Utility Customer-Funded Energy
Efficiency Programs," Presented at the November 17, 2014, NARUC Annual Meeting,
Qtr 1 9.1rmibi, av sires 811 files TR%20CSE NARUC 111714 Fir1al%20Release. vdf
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the programs and receive EE services.

Few utility investments are designed to serve all ratepayers. For example, a new power plant is
primarily built to serve new customers versus existing ones. Similarly, a substation investment does not
benefit all utility system customers even though all utility customers pay for that investment. In
comparison, Arizona's energy efficiency programs have already served a significant percentage of
Arizona ratepayers. For example:

In 2014 APS reported that 40% of its customers have already participated in its EE programs

In 2012 alone "'400,000 of APS' 1.1 million customers participated in programs."

Arizona's EE programs are also positioned to serve all ratepayers in the coming years. Indeed EE
strategies like Conservation Voltage Reduction (CVR) and Residential and Business Home Energy
Reports can be made available to all Arizona ratepayers. Other utilities are deploying these strategies
to maximize engagement. For instance, Public Service of Colorado recently reported that a system-
wide rollout of CVR would deliver 2% energy savings foray customers.5 Notably, the Arizona
Commission recently took steps to support increased deployment of these and other EE strategies.

5. Energy efficiency is one of Arizona's most diverse resources because it serves the full
range of residential and commercial segments.

Arizona's EE programs are unique in that they serve a very diverse set of ratepayers. Programs are
designed to touch all customer segments in the residential, commercial, and industrial sectors. In the
residential sector, programs are specially tailored for limited-income customers, renters, homeowners,
and consumers who are renovating and building new homes - to name a few. in the commercial and
industrial sector, programs are specially designed for businesses and industrial customers of all sizes -
mom and pop, small, large, and mid-sized. Programs are also designed to serve the public sector
including schools and municipalities.

6. Energy efficiency is one of Arizona's most diverse resources because it is made of up a
diverse set of strategies, products, programs, and technologies.

a Ryan Randazzo, Arizona Republic, "Energy efficiency programs that could be cut have helped thousands of consumers,"
November 14, 2014.
4 Wayne Dobberpuhl, Arizona Public Service Company, "Aps DSM Program Overview," September 24, 2013.
s See Docket E-000001-13-0375
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The energy e f f i c iency resource i s  composed of  a  very  d i verse set  o f  s t ra teg ies,  products ,  t echnolog ies,
and  p rog ram s a i m ed  t o  reduce  energy  was t e  caused  by  equ i pm ent ,  opera t i ons ,  and  behav i o r .
P rograms suppor t  more  e f f i c i en t  l i gh t i ng ,  a i r  cond i t i on i ng ,  water  hea t i ng ,  bu i l d i ng  i nsu la t i on ,  behav io r
change,  more  e f f i c i en t  p rocess i ng  and  manuf ac t u r i ng  improvement s ,  bu i l d i ng  energy  codes ,  app l i ance
s t a n d a rd s ,  a n d  d e m a n d  re sp o n se  -  t o  n a m e  a  f e w .

This diversity of the energy efficiency resource in terms of the products and services it provides and
the ratepayers it serves enables energy effic iency to have several important impacts on the uti l i ty
system. As a result energy efficiency reduces the system peak and load during all hours of the day. In
fact, in general energy effic iency is "load-following" and therefore has the same shape as system
load and contr ibutes twice as much dur ing peak times versus off-peak hours.6

7 . Energy eff iciency is an extremely f lexible resource that  can be temporally and
geog r aph ica l l y  ta r ge ted  to  add r ess  the  g r ea tes t  needs  o f  the  u t i l i t y  s ys tem.

Energy e f f i c i ency i s  an ext remely  f l ex ib le  resource i n  a  number o f  ways.  I t  can be tempora l l y  t a rgeted
to  prov ide sav ings in  key hours o f  system st ress.  I n  th i s  way i t  can reduce the need for  add i t i ona l
resources  by  reshap ing  t he  ne t  l oad  curve  and f l a t t en ing  ramps.  I ndeed many energy  e f f i c i ency
measures  have a  h i gher- l eve l  o f  peak-or i en ta t i on .  Examples  i nc l ude  more  e f f i c i en t  commerc ia l  l i gh t i ng
and cont ro l s ,  and res ident i a l  and commerc ia l  a i r  cond i t i on ing .7

EE programs can a l so be geographica l l y  t argeted to  cer ta in  customers and loca l i t i es  to  prov ide sav ings
in  key locat ions of  system st ress.  These character i s t i cs  prov ide more f l ex ib i l i t y  i n  system p lanning and
ope ra t i ons .

8 . Energy ef f iciency programs take advantage of  natural market  opportunit ies to infuse
ene r gy  e f f i c iency  in to  r a tepaye r  dec is ion - mak ing .

Bv des ign ,  EE programs o f t en  p iggyback on  marke t  oppor tun i t i es ,  such as  when cus tomers  buy a  new
home,  rep lace  an  a i r  cond i t i oner  o r  app l i ance ,  o r  change o ld  o r  buy  new equ ipment .  EE programs are
des igned t o  bu i l d  on  and t ake  advantage o f  t hese na tura l  marke t  oppor t un i t i es  f o r  two reasons.  F i rs t ,  i t
i s  eas ie r  and more  e f f ec t i ve  t o  encourage a  cus tomer  t o  purchase an  EE opt i on  or  upgrade when t hey
are  a l ready t h i nk ing  o f  mak ing  a  purchase.  Second,  and very  impor tan t l y ,  t he  cos t  t o  ra tepayers  f o r
f i nanc i a l  i ncen t i ves  dur i ng  a  na t u ra l  marke t  oppor t un i t y  a re  l ower  t han  i f  t he  p rograms t r i ed  t o
encourage cus tomers  t o  re t ro f i t  t he i r  bu i l d i ngs .  Th i s  p rac t i ce  resu l t s  i n  l ower  p rogram cos t s  and l ower

s Regulatory Assistance Project, "Teaching the Duck to Fly: Second Edition," February 2016.
7 .ibid.
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costs for ratepayers, as well as higher adoption of efficient measures in the marketplace. Therefore it is
important for EE programs to "be in the market" and to capture these opportunities in the natural
market, in all years, which also contributes to building up the EE resource over time. Each missed
opportunity in the market will result in higher utility bills for that customer, and ultimately higher total
costs for all ratepayers.

Thank you for the opportunity to submit these comments.

Respectfully submitted this 7th day of March 2016 by:

I /

U /
/ g,,,

/ ,

W emf
Jeff Schlegel & Ellen Zuckerman

Southwest Energy Efficiency Project

ORIGINAL and thirteen (13) copies filed this 7th day of March 2016 by:

Docket Control
ARIZONA CORPORATION COMMESSEON
1200 West Wash§r13*on Street
Phoenix, Arizona 85007



Comparison of TEP EE Costs to Other Resources
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Figure SWEEP-1:
Customer Needs

Energy Efficiency is the Least Expensive Energy Resource Available to Meet TEP's

EE (shown in orange) is the least expensive energy resource available according to TEP's 2014 IRP. TEP's estimated cost of

EE in its 2014 IRP is several times the actual cost of EE in recent years (2011-2013, see three leftmost orange bars). Even

with EE cost assumptions that are far higher than actual experience-to-date, EE remains TEP's lowest cost resource. Data

Sources: TEP 2014 IRP, TEP 2011-2013 Demand Side Management Reports
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Comparison of APS EE Costs to Other Resources
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Figure SWEEP-2
Customer Needs

: Energy Efficiency is the Least Expensive Energy Resource Available to Meet Aps'

EE (shown in orange) is the least expensive energy resource available according to Aps' 2014 IRP. Aps' estimated cost of EF
in its 2014 IRP is several times the actual cost of EE in recent years (2011-2013, see three leftmost orange bars). Even with
EE cost assumptions that are far higher than actual experience-to-date, EE remains Aps' lowest cost resource. Data Sources:
APS 2014 IRP; APS 2011, 2012, and 2013 Annual Demand Side Management Reports
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