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Introduction

Southwestern Electric Power Company (SWEPCO or Company) presents this Energy Efficiency
Plan and Report (EEPR) to comply with Substantive Rules § 25.181 and § 25.183 (Energy
Efficiency Rule or EE Rule), which are the sections of the Public Utility Commission of Texas’
Substantive Rules implementing Public Utility Regulatory Act (PURA) § 39.905. As mandated
by this section of PURA, the EE Rule requires that each investor owned electric transmission and
distribution utility (TDU) achieve the following demand reduction goals through market-based
standard offer programs (SOPs) and limited, targeted, market transformation programs (MTPs):

e atleast 15% of the electric utility's annual growth in demand of residential and commercial

customers by December 31, 2008;

e at least 20% of the electric utility's annual growth in demand of residential and commercial
customers by December 31, 2009.

The EE Rule includes specific requirements related to the implementation of SOPs and MTPs that
control the manner in which TDUs must administer their portfolio of energy efficiency programs
in order to achieve their mandated annual demand reduction goals. SWEPCO’s EEPR is intended
to enable the Company to meet its statutory goals through implementation of energy efficiency
programs in a manner that complies with PURA § 39.905 and the EE Rule. This EEPR covers the
periods of time outlined in Substantive Rule § 25.181. The following section provides a

description of the information that is contained in each of the subsequent sections and appendices.

Energy Efficiency Plan and Report (EEPR) Organization

This EEPR consists of an Executive Summary, ten sections, a list of acronyms, a glossary and four
appendices.

e Executive Summary highlights SWEPCQO’s reported achievements for program year 2007
and SWEPCO'’s plans for achieving its program year 2008 and 2009 goals and projected
energy efficiency savings.

Energy Efficiency Plan

e Section I describes SWEPCQ’s program portfolio. It details how each program will be
implemented, presents related informational and outreach activities, and provides an
introduction to any programs not included in SWEPCO’s previous EEP.

e Section II explains SWEPCQO’s targeted customer classes and describes the size of each
class and the method used in determining those class sizes.
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e Section III presents SWEPCO’s projected energy efficiency goals and projected savings
for the prescribed planning period detailed by program for each customer class.

e Section IV describes SWEPCO’s proposed energy efficiency budgets for the prescribed
planning period detailed by program for each customer class.
Energy Efficiency Report

e Section V documents SWEPCO’s demand reduction goals for each of the previous five
years (2003-2007) based on its actual weather-adjusted peak demand.

e Section VI compares SWEPCQ’s projected energy and demand savings to its reported and
verified savings by program for calendar years 2006 and 2007.

e Section VII details SWEPCO’s incentive and administration expenditures for each of the
previous five years (2003-2007) detailed by program for each customer class.

e Section VIII compares SWEPCO’s actual expenditures and projected budget for 2007 by
program for each customer class. It identifies funds committed but not expended and funds
remaining but not committed. It also explains any cost increases or decreases of more than
10% for SWEPCO’s overall program budget.

e Section IX describes the results from SWEPCO’s MTPs. It compares existing baselines
and existing milestones with actual results, and details any updates to those baselines and
milestones.

e Section X documents SWEPCQO’s most recent Energy Efficiency Cost Recovery Factor
(EECREF).

Acronyms

e A list of abbreviations for common terms used within this document.
Glossary

e A list of definitions for common terms used within this document.

Appendices

e Appendix A — Reported and Verified kW and kWh Savings detailed by county for each
program.

e Appendix B — Program templates for any new or modified programs and programs not
included in SWEPCO’s previous EEP.

e Appendix C — Description of SWEPCO’s existing energy efficiency contracts and
obligations.

Appendix D - Provides data, explanations, or documents supporting other sections of the
EEPR.
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Executive Summary — Energy Efficiency Plan

This portion of the EEPR details SWEPCO’s plans to achieve savings of at least a 15% reduction
in its annual growth in demand of residential and commercial customers by December 31, 2008,
and at least a 20% reduction in its annual growth in demand of residential and commercial
customers by December 31, 2009. In the process, SWEPCO addresses the corresponding
calculated energy savings goal, which is derived from its demand savings goal using a 20%
capacity factor [(25.181(e)(2)]. The goals, budgets and implementation plans that are included in
this EEPR are in accordance with requirements of the EE Rule and lessons learned from past
experience and customer participation in the various historical energy efficiency programs. A

summary of annual goals and budgets is presented in Table 1.

Table 1: Summary of Goals, Projected Savings, and Projected Budgets (at the Meter) !

Calendar | Average Growth In Demand Energy Projected | Projected | Projected
Year Growth in Demand Goal (MW) Goal 2 Savings 3 | Savings 2% | Budget
Demand Reduction (MWh) (MW) (MWh) (000's)
(MW)
2008 37.31 15% 5.60 9,805 6.65 11,798 $2,625
2009 37.31 20% 7.46 13,073 8.95 18,615 $3,749

Executive Summary — Energy Efficiency Report

This portion of the EEPR demonstrates that in 2007 SWEPCO cost-effectively implemented SOPs
and MTPs as provided for by PURA § 39.905. SWEPCO exceeded its mandated demand
reduction goal to be achieved by January 1, 2008 by procuring 1,610 kW of peak demand savings
at a total cost of $1,234,300. Programs offered were the Commercial and Industrial (C&I) SOP,
the Energy Efficiency Improvement Program for Not-for Profit Agencies (EEIP NFP) SOP, the
Hard-to-Reach (HTR) SOP, the Low-Income Weatherization (Home$avers) Program, the
Residential and Small Commercial (RES) SOP and the Texas SCORE Pilot (SCORE) MTP. The

! Average Growth in Demand figures are from Table 4; Projected Savings from Table 5; Projected Budgets from
Table 6. All kW/MW and kWh/MWh figures in this Table and throughout this EEPR are given “at the Meter”.

2 Calculated using a 20 % capacity factor.

3 Projected savings are based upon the portfolio of programs identified in Table 5.
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Company continues to use its best efforts to encourage and facilitate the involvement of retail
electric providers as energy efficiency service companies. On November 5, 2007 the Electric
Utility Marketing Managers of Texas (EUMMOT) of which the Company is a member, hosted a
EUMMOT-REP Efficiency Program Workshop in Houston, Texas. Twenty-one (21) REPs were
invited and twenty-seven (27) attendees representing fifteen (15) REPs attended. The discussion
centered around Legislative changes, the Energy Efficiency Rule, existing and new efficiency
programs and how the REPs could become more involved in the cost-effective delivery of energy
efficiency services. The Company also sends new and existing energy efficiency program
information to the REPs as it becomes available throughout the year. The Company continues to
use its best efforts to encourage and facilitate the involvement of retail electric providers as energy
efficiency service companies. On November 5, 2007 the Electric Utility Marketing Managers of
Texas (EUMMOT) of which the Company is a member, hosted a EUMMOT-REP Efficiency
Program Workshop in Houston, Texas. Twenty-one (21) REPs were invited and twenty-seven
(27) attendees representing fifteen (15) REPs attended. The discussion centered around
Legislative changes, the Energy Efficiency Rule, existing and new efficiency programs and how
the REPs could become more involved in the cost-effective delivery of energy efficiency services.
The Company also sends new and existing energy efficiency program information to the REPs as
it becomes available throughout the year.

The Company continues to use its best efforts to encourage and facilitate the involvement of
Electric Providers (REPs) and Energy Efficiency Service Providers (EESPs). On November 5,
2007 the Electric Utility Marketing Managers of Texas (EUMMOT) of which the Company is a
member, hosted a EUMMOT-REP Efficiency Program Workshop in Houston, Texas. Twenty-
one (21) REPs were invited and twenty-seven (27) attendees representing fifteen (15) REPs
attended. The discussion centered around Legislative changes, the Energy Efficiency Rule,
existing and new energy efficiency programs and how the REPs could become more involved in
the cost-effective delivery of energy efficiency services. The Company also sends new and
existing energy efficiency program information to the REPs as it becomes available throughout the

year.

Energy Efficiency Plan
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I. 2008 Programs

A. 2008 Program Portfolio

SWEPCO will implement a variety of SOPs and MTPs in 2008 to enable the Company to meet its
statutory goals in a manner that complies with PURA § 39.905 and the EE Rule. SWEPCO will
also fund two specific Research and Development (R&D) projects: the Texas Alliance for
NanoTechnology (TxAN) State Lab Project and the Center for Commercialization of Electric
Technologies (CCET) Residential Demand Response Pilot Project, in addition to providing
funding for the Study Regarding Cost Effective Energy Efficiency in Texas (Potential Study)
conducted by the PUCT. These projects target broad market segments and specific market sub-
segments that offer significant opportunities for cost-effective energy savings. SWEPCO will also
make an effort to provide funding from the R&D budget to foster greater competition among

EESPs and REPs for new, innovative Demand Response.

In 2008, SWEPCO will provide information to its customers to improve awareness of energy

efficiency programs and measures. Activities will include:

(1) Providing information to customers about the statewide tax-free Memorial Day 2008
weekend to assist in developing a market awareness of the efficiencies of ENERGY

STAR® appliances.

(2) Including a 'Saving Energy' page on the SWEPCO website with information on CFLs,
hot weather tips and year-round energy saving tips. The site also includes energy saving
calculators and links to ENERGY STAR and the Energy Efficiency and Renewable

Energy sites.

SWEPCO anticipates that targeted outreach to a broad range of EESPs will be necessary in order
to position SWEPCO to meet the savings goals as required by PURA § 39.905 on a continuing
basis. Table 2 below summarizes SWEPCO’s planned programs and targeted customer class

markets.
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Table 2: 2008 Energy Efficiency Program Portfolio

Agencies

Program Target Market Application
Commercial and Industrial SOP* Commercial Retrofit; New Construction
Energy Efficiency Improvement
Program for Not-for-Profit Commercial Retrofit; New Construction

SOP*

Hard-to-Reach SOP Hard-to-Reach Residential Retrofit
Home$avers Residential Retrofit
Residential & Small Commercial Residential and Commercial Retrofit

Texas SCORE Pilot MTP

K-12 public schools and City
facilities

Retrofit; New Construction

New Programs for 2008

Load Management SOP*

Commercial

Load Management

Residential Compact Fluorescent
Lighting Pilot MTP

Residential

Retrofit

* Effective with the 2009 program year, these programs will reflect name changes to reflect only residential and

commercial customer eligibility.

The programs listed in Table 2 are described in further detail in Section B. SWEPCO maintains a

World Wide Web site containing all of the requirements for project participation, the forms

required for project submission, and the currently available funding for many of its programs at

www.AEPefficiency.com. This site will be the primary method of communication used to

provide EESPs and other interested parties with program updates and information.

Southwestern Electric Power Company
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B. Existing Programs

Commercial and Industrial (C&I) SOP
Program design
SWEPCO’s 2008 C&I SOP targets Commercial customers with a maximum demand greater than
100 kW. Incentives are paid to project sponsors for certain eligible measures installed in new or
retrofit applications, based upon verified demand and energy savings.
Implementation process
Any eligible project sponsor may submit an application for a project that meets minimum
requirements. The program information on SWEPCO’s website is updated frequently to reflect
participating project sponsors and the remaining available incentive budget.
Outreach activities
SWEPCO markets the availability of its programs in the following manner:

e Utilizes mass electronic mail (e-mail) notifications to keep potential project sponsors

interested and informed;

e Maintains internet Web site with detailed project eligibility, end-use measures, incentives,
procedures and application forms;

e Attends appropriate industry-related meetings to generate awareness and interest;
e Participates in state-wide outreach activities as may be available;

e Conducts workshops as necessary to explain elements such as responsibilities of the
project sponsor, project requirements, incentive information, and the application and
reporting process.

Energy Efficiency Improvement Program for Not-for-Profit Agencies (EEIP NFP) SOP

Program design

This program targets commercial NFP organizations that provide various services to Hard-to-
Reach customers in the SWEPCO service territory. Incentives are paid to project sponsors for
certain eligible energy efficiency improvements made to their administration facilities, which

provide verified demand and energy savings. These improvements reduce the organization’s
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operating costs by making the building they occupy more energy efficient, and result in greater

resources being made available to the HTR clients served.

Implementation process

The EEIP NFP is implemented by annually issuing a Request for Proposals (RFP) to a wide range
of NFP organizations. The project proposals include information about the organization, planned
energy efficiency improvements and specific installation costs. Proposals are reviewed and

evaluated on a first-come, first-served basis until the annual program budget is fully reserved.

Outreach activities

SWEPCO markets the availability of its programs in the following manner:

e Conducts direct mail campaign targeting possible qualifying organizations;

e Utilizes mass electronic mail (e-mail) notifications to keep potential applicants interested
and informed;

e Presents program information at agency functions and meetings as available.

Hard-to-Reach (HTR) SOP

Program design

The HTR SOP targets Residential customers with total annual household incomes at or below
200% of current federal poverty guidelines. Incentives are paid to project sponsors for a variety of
eligible measures installed in retrofit applications, which provide verifiable demand and energy
savings. Project comprehensiveness is encouraged. Deemed savings values are accepted as

measured and verified savings for projects submitted for approval in this program.

Implementation process

Qualified project sponsors may submit applications for projects meeting the minimum
requirements. The program information on SWEPCO’s website is updated frequently to reflect
participating Project Sponsors and remaining available incentive budgets.

Outreach activities

SWEPCO markets the availability of its programs in the following manner:

Southwestern Electric Power Company 10 2008 Energy Efficiency Plan and Report



e Utilizes mass electronic mail (e-mail) notifications to keep potential project sponsors
interested and informed;

e Maintains internet website with detailed project eligibility, end-use measures, incentives,
procedures and application forms;

e Attends appropriate industry-related meetings to generate awareness and interest;

e Participates in state-wide outreach activities as may be available;

e Conducts workshops as necessary to explain elements such as responsibilities of the
project sponsor, project requirements, incentive information, and the application and
reporting process.

Low-Income Weatherization Program (HomeS$avers)

HomeS$avers is an energy efficiency and weatherization program that targets low-income
residential customers with annual household incomes at or below 125% of the federal poverty
guidelines and is offered through the Texas Department of Housing and Community Affairs
(TDHCA). A three-year contract between SWEPCO and TDHCA expired on March 31, 2001.
Due to the terms of the American Electric Power/Central and South West Integrated Stipulation
and Agreement, PUCT Docket No. 19265 (Application of Central and South West Corporation
and American Electric Power Company, Inc. Regarding Proposed Business Combination), the
program will continue at the same level of funding in the SWEPCO territory until the
implementation of deregulation and retail competition in the SWEPCO service territory, six years
from the date of the Integrated Stipulation and Agreement order, or until the next SWEPCO base

rate case.

Residential and Small Commercial (RES) SOP
Program design

The RES SOP targets Residential customers and Commercial customers with a maximum peak
electrical demand that does not exceed 100 kW. Incentives are paid to project sponsors for certain
eligible measures installed in retrofit applications which provide verified demand and energy
savings. Project comprehensiveness is encouraged. Deemed savings values are accepted as

measured and verified savings for projects submitted for approval in this program.
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Implementation process

Eligible project sponsors may submit applications for projects meeting the minimum
requirements. The program information on SWEPCO’s website is updated frequently to reflect

participating Project Sponsors and remaining available incentive amounts

Outreach activities

SWEPCO markets the availability of its programs in the following manner:

e Continues existing electronic mail (e-mail) campaign targeting EESPs and national and
local companies that provide energy-related services;

e Provides additional outreach using direct mail as necessary to attract more participants;

e Utilizes mass electronic mail (e-mail) notifications to keep potential project sponsors
interested and informed;

e Maintains internet website with detailed project eligibility, end-use measures, incentives,
procedures and application forms;

e Attends appropriate industry-related meetings to generate awareness and interest;

e Participates in state-wide outreach activities as may be available;

e Conducts workshops as necessary to explain elements such as responsibilities of the
project sponsor, project requirements, incentive information, and the application and
reporting process.

Texas Schools COnserving REsources Pilot (SCORE) MTP

Program design

SWEPCO implemented this energy-smart schools pilot market transformation program in 2005, as
envisioned by Senate Bill 712 (Texas 79" Legislature), and as approved by the PUCT. The
SCORE MTP provides energy efficiency and demand reduction solutions for public schools on a

pilot basis for the calendar year 2008.

Incentives will be paid to targeted customers served by SWEPCO for certain eligible energy
efficiency measures that are installed in new or retrofit applications and which provide verifiable

demand and energy savings.

Implementation process

Under this pilot program, SWEPCO has targeted a number of public school districts for
participation in the SCORE MTP. The SCORE MTP facilitates the identification of potential
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demand and energy savings opportunities, general operating characteristics, long range energy

efficiency planning, and overall measure and program acceptance by the targeted customer

participants.

Outreach activities

SWEPCO markets the availability of its programs in the following manner:

Contracts with a third-party to implement outreach and planning activities.

Targets a number of customer participants during the pilot program.

Conducts workshops as necessary to explain elements of the program, such as
responsibilities of the participants, project requirements, incentive information, and the
application and reporting process.

Participates in regional outreach activities as may be necessary.

Attends appropriate industry-related meetings to generate awareness and interest.
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C. New Programs for 2008

Load Management (LM) SOP

Program design

The LM SOP targets Commercial customers with a minimum peak electric demand of 750 kW or
more. Incentives are paid to project sponsors that provide curtailment of peak interruptible
electric load on short (1-hour ahead) notice. Incentive payments are based upon the reduction of

metered peak demand reduction as called for by SWEPCO.

Implementation process

SWEPCO will implement the LM SOP whereby any eligible project sponsor in the area identified
by SWEPCO may submit an application for a project meeting the minimum requirements. The
program information on SWEPCO's website is updated frequently to reflect remaining available

budget amounts.

Outreach activities

SWEPCO markets the availability of its programs in the following manner:

e Utilizes mass electronic mail (e-mail) notifications to keep potential project sponsors
interested and informed;

e Maintains internet website with detailed project eligibility, end-use measures, incentives,
procedures and application forms;

e Attends appropriate industry-related meetings to generate awareness and interest;

e Participates in state-wide outreach activities as may be available;

e Conducts workshops as necessary to explain elements such as responsibilities of the
project sponsor, project requirements, incentive information, and the application and
reporting process.
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Residential Compact Fluorescent Lighting Pilot MTP

SWEPCO will be participating with other TDUs in a state-wide effort to promote the awareness,
understanding, and use of compact fluorescent light bulbs (CFLs) by residential customers. The
use of monetary incentives and consumer education will be used to overcome market barriers that
hinder the widespread acceptance of this technology.

One or more third-party implementers will be retained to lead the effort and may work in unison
with other efforts to capitalize on name recognition and outreach. One such program may be the

ENERGY STAR® Change A Light, Change the World campaign.

The RFP issued in January 2008 can be found in Appendix B.

Objectives of the program include:
e Motivating and helping residential customers replace incandescent lights with CFLs;

e Educating consumers on the benefits of CFLs and creating a no-regret decision for the
residential customer through incentives/discounts that make the purchase of a CFL a
priority purchase;

e Saving electricity through incremental sales of CFLs;
e Delivering additional efficiency messages through a coordinated CFL program;

e Expanding consumer awareness of the benefits of energy efficiency and directing them to
participating vendors;

e (Co-branding with willing “partners”;
e Offering “no-regret” partnership options;

e Engaging municipal utilities and electric cooperatives in the statewide effort to expand
program reach and effectiveness;
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D. Existing DSM Contracts or Obligations

Demand Response Pilot Project (DR Pilot) through the Center for Commercialization
of Electric Technologies (CCET)

SWEPCO will be participating in the DR Pilot through CCET in 2008 for the purpose of
demonstrating that a demand response program targeting residential air conditioning, pool pumps
and electric water heaters can be cost-effectively implemented in the Texas market by leveraging a
TDU’s advanced meter infrastructure and intelligent grid technologies. SWEPCO will not be
deploying any technology in its service territory but will support the pilot financially and with

management services.

The DR Pilot’s primary objective is to demonstrate that the technology works for DR solutions for
residential customers leveraging advanced metering infrastructure and intelligent grid
technologies, i.e. to (a) remotely send control signals to reset smart thermostats, cycle air
conditioning load, and control appliance load switches, (b) provide usage data to the customer and
the Retail Electrical Provider (REP), (c) test data flows between the user’s appliance and the
advanced meter, (d) test TDU’s back-office systems for enhancing customer load management as
well as DR billing, and (e) facilitate possible Electric Reliability Council of Texas (ERCOT)
settlement on proposed REP DR offerings.

Secondly, the DR Pilot will determine if the various parties (TDUs, REPs and load control product
service providers) can work together cooperatively to achieve mutual benefits while operating
within legal and regulatory constraints in the Texas restructured market. And finally, the DR Pilot
is intended to develop data to measure and verify energy and demand impacts of the individual
control measures/program offerings and allow estimates of the potential market size for

specialized DR programs in Texas.

Study Regarding Cost Effective Energy Efficiency in Texas (Potential Study)
SWEPCO’s 2008 energy efficiency goals are based on achieving a reduction of at least 15% of its
average weather-adjusted load growth for the previous five year period. The energy efficiency
goals for 2009 and beyond will be based on SWEPCO achieving a reduction of at least 20% of its

average weather-adjusted load growth for the previous five year period. This study will evaluate
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the potential for cost-effective energy efficiency in Texas to determine if SWEPCQO’s energy
efficiency goals for the years 2010 and beyond can be raised above the planned 20% reduction in

2009.

Texas Alliance for NanoTechnology (TxAN) State Lab Project

SWEPCO will be utilizing energy efficiency R&D funds for the TxAN State Lab facility that is
focused on accelerating nanotechnology commercialization for energy efficiency and power grid
applications. Nanotechnology R&D in the field of energy usage through this state lab model may

lead to dramatic improvements in power efficiency and waste reduction.

II. Customer Classes

SWEPCO’s energy efficiency programs target Residential and Commercial customer classes.
SWEPCQO'’s energy efficiency programs also target certain customer sub-classes, including Hard-
to-Reach Residential, Low-income Residential, Public School Commercial, Not-for-Profit

Commercial, and Local Government Commercial.

The annual projected savings targets are allocated among these various customer classes and sub-
classes by examining historical program results, evaluating certain economic trends, and

compliance with Substantive Rule § 25.181(e)(1)(E).

Savings achieved through programs for HTR customers shall be no less than 5% of the utility’s
total demand reduction goal. Table 3 summarizes the number of customers in each of the
customer classes at SWEPCO. These numbers were used to determine goal and budget allocations
for each customer class and program. It should be noted, however, that the actual distribution of
the goal and budget must remain flexible based upon the response of the marketplace, the potential
interest a customer class may have toward a specific program and the overriding objective of
meeting the mandated demand reduction goal. SWEPCO offers a varied portfolio of SOPs and

MTPs such that all customer classes have access to energy efficiency alternatives.
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Table 3: Summary of Customer Classes

Customer Class Number of Customers
Commercial 33,441
Total Residential 143,368
Hard-to-Reach * 46,595

III. Energy Efficiency Goals and Projected Savings

As prescribed by Substantive Rule § 25.181, SWEPCO’s energy efficiency goals are specified as a
percent of its historical five-year average growth in demand. As an example, the 2008 goal reflects
the average annual growth in peak demand for the years 2003 through 2007 (the most recent
historical load growth data available). The 2008 demand reduction goal is based upon achieving at
least 15% of this calculated annual growth in demand of residential and commercial customers by
December 31, 2008. The demand reduction goal for 2009 is based upon achieving at least 20% of
this calculated annual growth in demand of residential and commercial customers by December
31, 2009. The corresponding annual energy savings goals are determined by applying a 20%
capacity factor to the applicable demand reduction goal for each of these years (2008 and 2009).

Table 4 presents the actual historical annual growth in demand for the previous five years used to
calculate SWEPCO’s 2008 and 2009 demand reduction goals. Table 5 presents the projected
demand reduction and energy savings, by program and for each customer class for the years 2008
and 2009. Projected energy savings reflect the estimated energy efficiency savings SWEPCO’s

energy efficiency programs outlined within this Plan are projected to achieve.

4 According to the U.S. Census Bureau’s 2007 Current Population Survey (CPS), 32.5% of Texas families fall below
200% of the poverty threshold. Applying that percentage to SWEPCO’s residential customer base of 143,368, the
number of HTR customers is estimated at 46,595.
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Table 4: Annual Growth in Demand and Energy Consumption (at the Meter)

Peak Demand (MW) Energy Consumption (MWh) Growth Average
Growth
Residential & Residential & (MW) e
Ca¢endar Total System Commercial Total System Commercial MW)
ear
Actual Actual Actual Actual Actual Actual
Actual Weather Actual Weather Actual Weather Actual Weather Weather Weather
Adjusted Adjusted Adjusted Adjusted Adjusted Adjusted
2002
1,386 1,459 1,246 1,319 NAP NAP 6,094 6,029 NAP NAP
2003
1,498 1,488 1,401 1,391 NAP NAP 6,577 6,494 72 NAP
2004
1,501 1,518 1,353 1,370 6,458 6,498 5,487 5,528 (21) NAP
2005
1,553 1,554 1,445 1,446 6,715 6,656 5,709 5,649 76 NAP
2006
1,601 1,587 1,461 1,448 6,746 6,716 5,695 5,665 2 NAP
2007
1,603 1,623 1,485 1,506 6,872 6,921 5,928 5,978 58 NAP
2008
NAP NAP NAP NAP NAP NAP NAP NAP NAP 37.31
2009
NAP NAP NAP NAP NAP NAP NAP NAP NAP 37.31

Growth for 2002 over 2001 and average growth from 2002-2007 are not applicable to any of the calculations or goals in this EEPR. Energy efficiency goals are
calculated based upon the actual historical weather-adjusted growth in demand for the five most recent years, so peak demand and energy consumption forecasts
for 2008 and 2009 are not applicable.

5 Average historical growth in demand over the prior 5 years for residential and commercial customers adjusted for weather fluctuations.
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Table 5: Projected Demand and Energy Savings by Program by Customer Class (at the

Meter)
2008 Projected Savings
Customer Class and Program kW kWh
Commercial
Commercial and Industrial SOP 1,660 5,765,000
Energy Efficiency Improvement
Program NFP SOP 20 53,000
Load Management SOP 3,000 NAP
Residential & Small Commercial SOP 50 148,000
Texas SCORE Pilot MTP 500 967,000
Residential
Residential Compact Fluorescent
Lighting Pilot MTP 20 462,000
Residential & Small Commercial SOP 840 2,564,000
Hard-to-Reach
Hard-to-Reach SOP 510 1,391,000
HomeS$avers 50 448,000
Total Annual Projected Savings 6,650 11,798,000
2009 Projected Savings
Customer Class and Program kW kWh
Commercial
Commercial SOP 2,760 9,571,000
Energy Efficiency Improvement 20 53,000
Program NFP SOP
Load Management SOP 3,200 NAP
Texas SCORE Pilot MTP 500 967,000
Residential
Residential Compact Fluorescent
Lighting Pilot MTP 20 462,000
Residential SOP 1,700 5,212,000
Hard-to-Reach
Hard-to-Reach SOP 700 1,901,000
HomeS$avers 50 448,000
Total Annual Projected Savings 8,950 18,614,000
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IV. Program Budgets

Table 6 presents total projected budget allocations required to meet SWEPCO’s projected demand
and energy savings for the years 2008 and 2009. The budget allocations are defined by the overall
projected demand and energy savings, the avoided costs of capacity and energy in Substantive
Rule § 25.181, allocation of demand goals among customer classes, the incentive levels by
customer class, and projected costs for existing DSM contracts. The budget allocations presented
in Table 6 are detailed by customer class, program, and the different budget categories: incentive
payments, administration, and research and development (R&D). SWEPCO added an additional
budgeting “class” for R&D to account for R&D expenditures that are not affiliated with a specific

customer class or program.
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Table 6: Projected Annual Budget by Program for Each Customer Class (000’s)

2008 Incentives | Admin | R&D | Total Budget
Commercial
Commercial & Industrial SOP $637.0 $70.7 $707.7
Energy Efficiency Improvement Program NFP SOP $90.0 $10.0 $100.0
Load Management SOP $81.0 $9.0 $90.0
Residential & Small Commercial SOP $26.2 $2.9 $29.1
Texas SCORE Pilot MTP $196.0 $21.8 $217.8
Residential
Residential Compact Fluorescent Lighting Pilot MTP $42.0 $4.7 $46.7
Residential & Small Commercial SOP $455.7 $50.6 $506.3
Hard-to-Reach
Hard-to-Reach SOP $384.7 $42.7 $427.4
Home$avers $373.6 $26.4 $400.0
Research and Development (R&D)
DR Pilot $13.4 $13.4
TxAN State Lab $24.0 $24.0
Potential Study $9.6 $9.6
Other $53.0 $53.0
Total Budgets $2,286.2 $238.8 | $100.0 $2,625.0
2009 Incentives | Admin | R&D | Total Budget
Commercial
Energy Efficiency Improvement Program NFP SOP $90.0 $10.0 $100.0
Load Management SOP $86.4 $9.6 $96.0
Texas SCORE Pilot MTP $196.0 $21.8 $217.8
Residential
Residential Compact Fluorescent Lighting Pilot MTP $42.0 §4.7 $46.7
Residential SOP $926.4 $102.9 $1,029.3
Hard-to-Reach
Hard-to-Reach SOP $525.6 $58.3 $583.9
Home$avers $373.6 $26.4 $400.0
Research and Development (R&D)
DR Pilot $13.4 $134
TxAN State Lab $24.0 $24.0
Other $62.6 $62.6
Total Budgets $3,297.3 $351.2 | $100.0 $3,748.5
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Energy Efficiency Report

V. Historical Demand Savings Goals and Energy Targets for the Previous Five
Years

Table 7 documents SWEPCO’s actual demand goals and energy targets for the previous five years

(2003-2007) calculated in accordance with Substantive Rule § 25.181.

Table 7: Historical Demand Savings Goals and Energy Targets (at the Meter)

Calendar Year Actual Weather Adjusted | Actual Weather Adjusted
Demand Goal (MW) Energy Targets (MWh)
2007°° 0.4 1,411
2006 7 2.01 9,038
2005 8 2.07 8.092
2004 ° 2.07 8.092
2003 "° 2.07 8.092

¢ Actual weather-adjusted MW Goals and MWh targets as reported in SWEPCO’s Energy Efficiency Report (EER)
filed in April of 2007 under Project No. 33884.

7 Actual weather-adjusted numbers from EER, Project No. 32107.

8 Actual weather-adjusted numbers from EER, Project No. 30739.

% Actual weather-adjusted numbers from EER, Project No. 29440.

10 Actual weather-adjusted numbers from EER, Project No. 27541.
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VI. Projected, Reported and Verified Demand and Energy Savings

Table 8: Projected versus Reported and Verified Savings for 2007 and 2006 (at the Meter)

2007 Projected Savings "' | Reported and Verified Savings
Customer Class and Program kW kWh kW kWh
Commercial
Commercial and Industrial SOP 660 3,517,000 994 3,445,985
Energy Efficiency Improvement Program NFP SOP 20 50,000 9 47,866
Residential & Small Commercial SOP | NAP NAP NAP NAP
Texas SCORE Pilot MTP | 600 775,000 103 197,378
Residential
Residential & Small Commercial SOP 470 1,104,000 400 1,355,392
Hard-to-Reach
Hard-to-Reach SOP 60 182,000 77 208,958
Home$avers 50 379,000 27 240,900
Total Annual Savings 1,860 6,007,000 1,610 5,496,479
2006 12 Projected Savings | Reported and Verified Savings
Customer Class and Program kW kWh kW kWh
Commercial
Commercial and Industrial SOP 610 4,817,000 446 2,626,307
Energy Efficiency Improvement Program NFP SOP 20 54,000 17 43,314
Residential & Small Commercial SOP | NAP NAP NAP NAP
Texas SCORE Pilot MTP 500 750,000 NAP NAP
Residential
Residential & Small Commercial SOP | 460 1,254,000 319 822,955
Hard-to-Reach
Hard-to-Reach SOP 60 196,000 60 234,079
Home$avers 50 408,000 53 470,850
Total Annual Savings 1,700 7,479,000 895 4,197,505

11 Projected savings from Energy Efficiency Plan (EEP) filed in April of 2007, Project No. 33884.

12 Projected and Reported/Verified Savings from Energy Efficiency Report (EER) filed under Project No. 33884.
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VII. Historical Program Expenditures

This section documents SWEPCO’s incentive and administration expenditures for the previous five years (2003-2007) detailed by
program for each customer class.

Table 9: Historical Program Incentive and Administrative Expenditures for 2003 through 2007 (000’s)'3

2007 2006 2005 2004 2003

Incent. | Admin | Incent. | Admin | Incent. | Admin | Incent. | Admin | Incent. | Admin

Commercial

Commercial and Industrial SOP | $231.7 $21.7 $669.6 $28.4 $859.6 $71.4 $190.5 $69.1 $198.3 | $104.2

Energy Efficiency Improvement Program NFP SOP | $79.0 $3.3 $99.8 $4.8 $92.6 $7.0 $133.5 $8.8 $95.2 $18.8

Military Base SOP NAP NAP NAP NAP NAP $1.9 $0 $44.1 NAP NAP
Residential & Small Commercial SOP NAP NAP NAP NAP NAP NAP NAP NAP NAP NAP
Texas SCORE Pilot MTP | $166.9 $13.9 $195.0 $14.9 $0 $13.9 NAP NAP NAP NAP

Residential

Residential & Small Commercial SOP | $216.8 $20.8 $153.5 $19.5 $243.1 $28.5 $227.3 $39.2 $482.4 $34.5

Hard-to-Reach

Hard-to-Reach SOP | $61.5 $13.5 $56.2 $9.3 $53.9 $25.4 $43.3 $33.0 $102.4 | $112.7

Home$avers | $371.5 $14.8 $385.5 $14.8 $436.4 $26.0 $440.1 $27.6 $568.4 $32.9

M & V Auditor NAP NAP NAP $5.5 NAP NAP NAP NAP NAP NAP
Research and Development (R&D) $14.9 $3.9 NAP NAP NAP NAP NAP NAP NAP NAP
Total Expenditures $1,142.3 | $91.9 | $1,559.6 | $97.2 | $1,685.6 | $174.1 | $1,034.7 | $221.8 | $1,446.7 | $303.1

132007 expenditures taken from Table 10 in the current EEPR; 2006 expenditures from Energy Efficiency Report (EER) filed under Project No. 33884; 2005
expenditures from EER, Project No. 32107; 2004 expenditures from EER, Project No. 30739; 2003 expenditures from EER, Project No. 29440.
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VIII. Program Funding for Calendar Year 2007

As shown in Table 10, the total forecasted budget for 2007 was $1,500,000 and actual

expenditures for 2007 were $1,234,333, an overall decrease of 18%. This decrease was the result

of fewer than anticipated program participants in the Commercial and Industrial SOP resulting in

fewer incentive payments. In addition, several contracts were terminated during the program year

in the Residential and Small Commercial SOP which also resulted in previously reserved

incentives not being spent.

Table 10: Program Funding for Calendar Year 2007 (Dollar amounts in 000’s)
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Commercial
Commercial and Industrial SOP | $363.1 13 $231.7 | $21.7 | $253.4 $25.4 | $147.7
Energy Efficiency Improvement Program gl(l;g $100.0 5 $79.0 $3.3 $82.3 $0 $22.2
Residential & Small Commercial SOP NAP 0 NAP NAP NAP NAP NAP
Texas SCORE Pilot MTP | $261.8 4 $166.9 | $13.9 | $180.9 | $79.7 | $28.9
Residential
Residential & Small Commercial SOP $262.4 992 $216.8 | $20.8 | $237.6 $53.2 | $29.3
Hard-to-Reach
Hard-to-Reach SOP $70.0 95 $61.5 $13.5 $75.0 $0 $3.8
Home$avers | $400.0 66 $371.5 | $14.8 | $386.3 $0 $2.2
Research and Development (R&D) $42.7 NAP $14.9 $3.9 $18.8 NAP | NAP
Total Expenditures $1,500.0 | 1,175 | $1,142.3 | $91.9 | $1,234.3 | $158.3 | $234.1

14 Projected Budget from the Energy Efficiency Plan (EEP) filed in April 2007 under Project No. 33884.
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IX. Market Transformation Program Results

Texas Schools COnserving REsources (SCORE) Pilot MTP

SWEPCO implemented the Texas SCORE Pilot MTP in late 2005. The program initially targeted
several schools districts in the SWEPCO service area. The SCORE MTP pays incentives to the
program partners for the installation of energy efficiency measures that reduce peak demand and
energy use as well as providing non-cash incentive tools that identify school districts critical needs
and promote best business practices. As each school district commits to participating in the
SCORE MTP, benchmarking analysis is conducted for each facility. The benchmarking data
compares energy performance within the various customer facilities, and against a state and

national average. This data also serves as the program baseline data.

SWEPCO contracted with a third party implementer to implement the program. Implementation
duties and responsibilities include outreach activities, workshops, benchmarking, engineering
analysis, and reporting. In 2007 SWEPCO had projected to acquire 600 kW savings from this
program. Although SWEPCO didn’t meet this target, it did verify and report 103 kW of demand

reduction. This included participation by 4 school districts in 4 different counties.

X. Current Energy Efficiency Cost Recovery Factor (EECRF)

SWEPCO has no Energy Efficiency Cost Recovery Factor (EECRF) in place; therefore, there are

no over or under recoveries through such EECRF.
Revenue Collected

Not Applicable

Over- or Under-recovery

Not Applicable
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Acronyms

C&l Commercial and Industrial

CCET Center for the Commercialization of Electric Technologies

DR Demand Response

DSM Demand Side Management

EEP Energy Efficiency Plan, which was filed as a separate document prior to April 2008

EEPR Energy Efficiency Plan and Report

EER Energy Efficiency Report, which was filed as a separate document prior to April
2008

EE Rule Energy Efficiency Rule, PUCT Substantive Rules § 25.181 and § 25.183

ERCOT Electric Reliability Council of Texas

HTR Hard-To-Reach

M&V Measurement and Verification
MTP Market Transformation Program
NAP Not Applicable

PUCT Public Utility Commission of Texas
REP Retail Electrical Provider

RES Residential

SCORE Schools Conserving Resources

SOP Standard Offer Program
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Glossary

Actual Weather Adjusted -- “Actual Weather Adjusted” peak demand and energy consumption
is the historical peak demand and energy consumption adjusted for weather fluctuations using
weather data for the most recent ten years.

At Meter — Demand (kW/MW) and Energy (kWh/MWh) figures reported throughout the EEPR
are reflective of impacts at the customer meter. This is the original format of the measured and
deemed impacts which the utilities collect for their energy efficiency programs. Goals are
necessarily calculated “at source” (generator) using utility system peak data at the transmission
level. In order to accurately compare program impacts, goals and projected savings have been
adjusted for the line losses (7%) that one would expect going from the source to the meter.
Average Growth -- Average historical growth in demand (kW) over the prior 5 years for
residential and commercial customers adjusted for weather fluctuations.

Capacity Factor — The ratio of the annual energy savings goal, in kWh; to the peak demand goal
for the year, measured in kW, multiplied by the number of hours in the year, or the ratio of the
actual annual energy savings, in kWh, to the actual peak demand reduction for the year, measured
in kW, multiplied by the number of hours in the year.

Commercial customer -- A non-residential customer taking service at a metered point of delivery
at a distribution voltage under an electric utility’s tariff during the prior calendar year and a non-
profit customer or government entity, including an educational institution. For purposes of this
section, each metered point of delivery shall be considered a separate customer.

Deemed savings -- A pre-determined, validated estimate of energy and peak demand savings

attributable to an energy efficiency measure in a particular type of application that an electric
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utility may use instead of energy and peak demand savings determined through measurement and
verification activities.

Demand -- The rate at which electric energy is used at a given instant, or averaged over a
designated period, usually expressed in kilowatts (kW) or megawatts (MW).

Demand savings -- A quantifiable reduction in demand.

Energy efficiency -- Improvements in the use of electricity that are achieved through facility or
equipment improvements, devices, or processes that produce reductions in demand or energy
consumption with the same or higher level of end-use service and that do not materially degrade
existing levels of comfort, convenience, and productivity.

Energy efficiency measures -- Equipment, materials, and practices at a customer’s site that result
in a reduction in electric energy consumption, measured in kilowatt-hours (kWh), or peak demand,
measured in kilowatts (kWs), or both. These measures may include thermal energy storage and
removal of an inefficient appliance so long as the customer need satisfied by the appliance is still
met.

Energy efficiency program -- The aggregate of the energy efficiency activities carried out by an
electric utility under this section or a set of energy efficiency projects carried out by an electric
utility under the same name and operating rules.

Energy Efficiency Rule (EE Rule) -- § 25.181 and § 25.183, which are the sections of the Public
Utility Commission of Texas’ Substantive Rules implementing Public Utility Regulatory Act
(PURA) § 39.905.

Energy savings -- A quantifiable reduction in a customer's consumption of energy that is
attributable to energy efficiency measures.

Growth in demand -- The annual increase in demand in the Texas portion of an electric utility's

service area at time of peak demand, as measured in accordance with the Energy Efficiency Rule.
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Hard-to-reach (HTR) customers -- Residential customers with an annual household income at or
below 200% of the federal poverty guidelines.

Incentive payment -- Payment made by a utility to an energy efficiency service provider under an
energy-efficiency program.

Inspection -- Examination of a project to verify that an energy efficiency measure has been
installed, is capable of performing its intended function, and is producing an energy saving or
demand reduction.

Load control -- Activities that place the operation of electricity-consuming equipment under the
control or dispatch of an energy efficiency service provider, an independent system operator or
other transmission organization or that are controlled by the customer, with the objective of
producing energy or demand savings.

Load management -- Load control activities that result in a reduction in peak demand on an
electric utility system or a shifting of energy usage from a peak to an off-peak period or from high-
price periods to lower price periods.

Market transformation program (MTP) -- Strategic programs to induce lasting structural or
behavioral changes in the market that result in increased adoption of energy efficient technologies,
services, and practices, as described in this section.

Measurement and verification (M&YV) -- Activities intended to determine the actual energy and
demand savings resulting from energy efficiency projects as described in this section.

Peak demand -- Electrical demand at the times of highest annual demand on the utility's system.
Peak demand reduction -- Reduction in demand on the utility system throughout the utility

system's peak period.
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Peak period -- For the purpose of this section, the peak period consists of the hours from one p.m.
to seven p.m., during the months of June, July, August, and September, excluding weekends and
Federal holidays.

Projected Demand and Energy Savings — Peak demand reduction and energy savings Company
projects to achieve by implementing the portfolio of programs outlined in this EEPR. These
projected savings reflect Company’s goals required by the Energy Efficiency.

Project sponsor -- An energy efficiency service provider or customer who installs energy
efficiency measures or performs other energy efficiency services under the Energy Efficiency
Rule. An energy efficiency service provider may be a retail electric provider or commercial
customer, provided that the commercial customer has a peak load equal to or greater than S0kW.
Renewable demand side management (DSM) technologies -- Equipment that uses a renewable
energy resource (renewable resource), as defined in §25.173(c) of this title (relating to Goal for
Renewable Energy) that, when installed at a customer site, reduces the customer's net purchases of
energy, demand, or both.

Standard offer program (SOP) -- A program under which a utility administers standard offer

contracts between the utility and energy efficiency service providers.
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APPENDIX A:

REPORTED AND VERIFIED DEMAND AND ENERGY
REDUCTION BY COUNTY
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CALENDAR YEAR 2007

ENERGY EFFICIENCY IMPROVEMENT PROGRAM NFP SOP

County Reported Savings

kW kWh
Bowie 4.1 18,906
Gregg 3.2 21,852
Harrison 0.3 679
Rusk 1.8 6,429
Total 9.4 47,866

HOMESAVERS

County Reported Savings

kW kWh
Bowie 6.1 54,750
Cass 4.1 36,500
Gregg 7.3 65,700
Harrison 2.9 25,550
Marion 0.8 7,300
Morris 2.0 18,250
Rusk 2.4 21,900
Shelby 0.4 3,650
Upshur 0.8 7,300
Total 26.8 240,900

HARD-TO-REACH SOP

County Reported Savings
kW kWh
Gregg 75.0 202,862
Harrison 1.0 4,228
Rusk 1.0 1,868
Total 77.0 208,958
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COMMERCIAL AND INDUSTRIAL SOP

County Reported Savings

kW kWh
Bowie 242.2 745,782
Franklin 309.9 651,998
Gregg 384.9 1,922,275
Marion 459 90,685
Titus 11.1 35,245
Total 994.0 3,445,985

RESIDENTIAL & SMALL COMMERCIAL SOP

County Reported Savings

kW kWh
Bowie 7.3 18,559
Gregg 326.6 1,178,480
Harrison 433 86,495
Panola 6.6 17,702
Rains 1.2 6,439
Rusk 5.1 8,223
Upshur 9.2 32,935
Wood 1.2 6,559
Total 400.5 1,355,392

TEXAS SCORE PILOT MTP

County Reported Savings
kW kWh
Bowie 11.0 27,242
Gregg 59.0 110,806
Panola 29.0 52,519
Wood 4.0 6,811
Total 103.0 197,378
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APPENDIX B:

PROGRAM TEMPLATES
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Texas Statewide Residential CFL Program

Request for Proposals
For Program Implementation

Released on: January 25, 2008

Released by: Frontier Associates, LLC

Proposals Due:

February 15, 2008
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Introduction

Frontier Associates on behalf of the AEP Companies {Southwestern Electric Power
Company (SWEPCO), Texas Central Company (TCC), and Texas North Company
(TNC)}, CenterPoint Energy, Entergy, El Paso Electric, Oncor Electric Delivery, Texas-
New Mexico Power, and Xcel Energy seeks bids for work described in this request for
proposals (RFP) for a program implementer or implementers to manage the Texas
Statewide Residential Compact Fluorescent Light Bulb (CFL) Market Transformation
Program. The selected implementer(s) will design and implement a program to increase
the knowledge and use of CFLs among Texas residents, concentrating on producing
sustained demand reductions and energy savings for the customers of the sponsor
utilities.

Project Background

In March 2000, the Public Utilities Commission of Texas (PUCT) adopted the Energy
Efficiency Rule §25.181. The Energy Efficiency Rule implements Senate Bill 7 of May
1999. This bill requires each investor-owned electric utility in Texas to meet 10% of its
annual growth in demand through energy efficiency programs. House Bill 3693 has
increased the minimum goal to 15% for 2008 and 20% for 2009. To achieve these goals,
utilities must provide incentives through standard offer programs or limited, targeted
market transformation programs'>. The Texas electric utilities that are sponsoring this
program are constantly looking for new ways to meet or exceed their annual energy
efficiency goals. They have decided that including a compact fluorescent light bulb
(CFL) promotion program in their energy efficiency portfolios for 2008 and 2009 can
greatly aid them in achieving these goals.

CFLs present a promising yet challenging avenue for demand and energy savings for
Texas utilities. CFL sales in Texas have increased rapidly in recent years to the point that
Texas has been reported by Wal-Mart as their top-selling state for CFLs and by the EPA
as the top-selling state for ENERGY STAR qualified CFLs among six national and
regional retailers. In addition, national and local campaigns aimed at increasing the
public’s knowledge and use of CFLs are affecting the market in Texas. The EPA’s
ENERGY STAR “Change a Light, Change the World” pledge campaign shows Texas as
the state with the third most pledges, and the mayors of 5 major Texas cities have
recently kicked off a CFL campaign by naming the CFL the “state light bulb of Texas.”
Such popularity shows that consumers are willing to adopt this new technology when
they are being well informed and adequately encouraged. However, this popularity also
adds to the challenge of producing and demonstrating incremental sales (those which
would not have occurred in the absence of the program).

15 Market transformation programs are strategic efforts including, but not limited to, incentives and
education designed to reduce market barriers for energy efficient technologies and practices. Standard
offer programs are contracts between an energy efficiency services provider and a participating utility who
specifies a standard payment based upon the energy or demand savings achieved with installing energy
efficiency measures at electric customer sites.
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This Statewide CFL program is intended to capture a significant portion of the
opportunity while adequately addressing the market challenges described above.

Program Description

Objectives

This statewide CFL program’s primary goal is to produce reductions in electrical peak
demand and energy usage through verifiable incremental sales of ENERGY STAR
qualified CFLs (and CFL fixtures, if desired) throughout the service areas of the sponsor
utilities. These sales are to result from a combination of economic incentives and
customer education that will remove the market barriers that block the purchase of CFLs
and will help to permanently shift the Texas residential lighting market towards CFLs.
As noted in the project background, the high levels of CFL sales and the grand
promotional efforts in Texas make it difficult for this program to claim credit for 100% of
documented increases in sales. As such, prospective implementers are encouraged to
devise innovative strategies for ensuring that the program produces incremental sales of
CFLs and minimizes free-ridership in a cost-effective and verifiable manner.
Prospective implementers are also encouraged to coordinate with other promotional
programs, including the ENERGY STAR “Change a Light” Program and the Texas
mayors’ program, to increase the program’s reach as well as to help find ways to ensure
that this program produces incremental sales distinct from these other efforts.
As a safeguard against free-riders, the program has the additional objective of increasing
participation in the sponsor utilities’ other energy efficiency programs. The design of
marketing and outreach activities should include an educational component aimed not
only towards permanently shifting the residential lighting market in Texas towards CFLs,
but also towards increasing residential customer awareness of energy efficiency measures
and the associated utility programs. Every customer that takes advantage of another
utility program as a result of the information provided through the CFL program
improves the program’s cost-effectiveness and effectively lowers free-ridership.
To review, the objectives of the program are as follows:

e Motivate and help residential customers to replace incandescents with CFLs

e To educate the consumer of the benefits of CFLs vs. incandescents and create a
no-regret decision for the residential customer through incentives/discounts that
make the purchase of a CFL at parity to that of an incandescent bulb.

e Produce utility electricity savings through incremental sales of CFLs
e Deliver additional efficiency messages through coordinated CFL program

e Expand customer awareness of the benefits of energy efficiency and direct them
to participating vendors

e (Co-brand with willing “partners”
e Offer “no-regret” partnership options

e Engage municipal utilities and electric cooperatives in the statewide effort to
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expand program reach and effectiveness

ENERGY STAR CFL Qualifications

To ensure that consumers develop and maintain positive opinions of compact fluorescent
lighting technology, incentives will only be offered on products that qualify for the
Environmental Protection Agency’s ENERGY STAR. ENERGY STAR CFL
specifications include:

* Efficiency level for bare lamps of 15 watts or more is 60 lumens/watt

» Efficiency level for bare lamps of less than 15 watts is 45 lumens/watt

» Minimum rated lifetime of 6,000 hours

Detailed specifications can be found on the EPA’s ENERGY STAR website at:
http://www.energystar.gov/ia/partners/product _specs/program_reqs/cfls_prog_req.pdf

Customer Eligibility, Sales Goals, and Budget

The goal of this program is to produce savings in the service area of each sponsor utility
proportional to that utility’s contribution to the overall program budget. Thus, efforts
should be made to track sales and ensure that the CFLs distributed under the program are
very likely to be installed in the service areas of the sponsors in the appropriate
proportions. The budget details are shown in Table 1. The structure of the customer
eligibility requirements for any incentives is left to the prospective implementers and
should be included in the proposals. Proposals should also include sales and energy
savings goals for each service area, calculated according to the budget breakdown.

Table 1. Budget by Utility

2008 Budget | 2009 Budget
Utility Contribution | Contribution!®
AEP-SWEPCO $42,000 $42,000
AEP-TCC $212,000 $212000
AEP-TNC $42,000 $42,000
CNP $500,000 $500,000
EGSI $225,000 $225,000
EPE $0 $0
TNMP $35,000 $35,000
ONCOR $2,300,000 $2,300,000
XCEL $75,000 $75,000
Totals $3,431,000 $3,431,000

162009 budget contributions are subject to change upon regulatory review.
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Scope of Work

The selected implementer(s) will be responsible for program design and implementation
including, but not limited to, determining delivery methods and incentive structures and
values, negotiating terms with retailers and manufacturers, developing and implementing
market intervention and promotional strategies, and coordinating with concurrent national
and local CFL education campaigns. The implementer(s) will also assume a portion of
the measurement and verification responsibilities.

Promotion

Implementer(s) will promote the CFL program through various market intervention
strategies, which will entail the use of point-of-purchase educational materials,
advertising, and public and in-store special events, among other options. Implementer(s)
must obtain sponsor approval for all promotional materials through Frontier prior to
release. Implementer(s) will forward the materials to Frontier and await word of
approval. It is anticipated that instant rebate or mail-in coupons will be used to allow for
the procurement of useful tracking data by requiring each participating customer to insert
his/her name and electric service billing address in order for the incentive to be applied.
However, alternative incentive structures that can produce sufficient data, for example,
installation realization rates and service area location, are also welcome.

Proposals should address the enlisting of retailers, distributors, and/or manufacturers, as
well as coordination with the EPA’s Change a Light Program, the mayors’ challenge, and
other CFL campaigns. The bulbs and fixtures to be incentivized and the associated rebate
levels should be specified. If fixture incentives are proposed, the cost-effectiveness of
their inclusion should be demonstrated.

Proposals should explain educational activities and literature. CFL educational materials
should inform customers of the benefits of CFLs over incandescent light bulbs and the
proper applications of CFLs. Plans for addressing topics such as selection of lamps for
their proper applications, the use of lamps in enclosed fixtures and recessed sockets,
deciphering wattage equivalences, and optimal positioning of lamps should be laid out in
the proposals. In addition, please include a discussion of methods for providing
information about energy efficiency measures covered by the sponsor utilities’ other
market transformation and standard offer programs (or, at least, providing ways to
investigate those offerings, accounting for the possibility that each sponsoring utility may
have different offers and procedures).

Implementer(s) will provide field representatives that visit the stores to ensure that the
retailer has product and signage displayed and that the sales staff is aware and trained on
the promotion information. Implementer(s) will visit each store a minimum two times
throughout the promotion and take digital photos of the displays that will be forwarded to
Frontier.
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Delivery

Implementer(s) will manage the delivery of all incentives for the program. Any rebate
coupons will be collected by the implementer(s), who will process them and pass on
relevant information to Frontier on a monthly basis. Frontier will distribute the
information to the sponsor utilities for invoicing. Implementer(s) are also responsible for
the delivery of all educational and promotional materials. The sponsor utilities will not
provide advertising or bill inserts.

Quality Assurance

Implementer(s) must maintain a program that produces satisfied customers. The
requirement that incentives only be given for ENERGY STAR qualified bulbs is an
important initial step towards this goal. Additional efforts are needed, however. It is
important that customers are informed as to the most effective use of CFLs. As
mentioned above, educational efforts should emphasize the energy savings potential of
the bulbs when used for the proper applications. Proposals should describe these efforts
and include plans for handling customer questions and complaints.

Verification Assistance

The implementer(s) will be responsible for tracking sales in order to provide a means to
prove that the sales are incremental and to ensure that they are distributed proportionally
(with respect to budget) among the sponsor utilities’ service areas. Implementer(s) will
provide weekly sales reports to inform sponsors of the status of the sales. Implementer
will notify Frontier one week in advance if sales are expected to exceed the designated
amount. Sponsors are only obligated to provide funding for the designated sales estimate
but may choose to increase the designated sales amount to accommodate the demand.
Implementer(s) will regularly provide Frontier Associates with information that
facilitates the following:

1. Determining the program impacts, including energy savings (kWh) and demand

reduction (kW), and program value to customers

2. Assessing the program’s cost-effectiveness based on various economic tests
3. Assessing the effectiveness of program delivery mechanisms
4. Determining and assessing free-ridership issues

Ideally, this information would include the number of each type of bulb sold, the general
location of the sales, and the types of bulbs being replaced. A breakdown of the sales by
income level would be quite beneficial in claiming savings among low-income and hard-
to-reach customers. Proposals should discuss the methods for obtaining this type of data,
including the nature of agreements with retailers.

In addition, implementer(s) will perform an annual evaluation to determine the number of
incremental sales in each service area and thoroughly demonstrate that the sales were
indeed incremental. It is crucial that the sponsor utilities are able to claim accurate
demand reduction and energy savings resulting from this program.
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Bid Selection Criteria

This section describes the approach for scoring bid proposals and selecting those that

best meet the program sponsors’ objectives. The bid scoring approach will measure

the ability of the bidder to successfully support the implementation of the CFL

program. The bid score will be based primarily on a qualitative evaluation of

information submitted in the bid proposal. The attributes that will be scored include:
e Innovations to Approach (30% of total score)

e Bidder Qualifications and Experience (25% of total score)
¢ Quality and Completeness of Proposal (25% of total score)
e Price (20% of total score)

Each attribute is described below.

Innovations to Approach

The Innovations to Approach scores the bidder’s innovations to the anticipated scope
of the CFL program. This attribute is the most heavily weighted, constituting 30% of
the proposal's total score. The highest score shall be given to the most valuable
innovations, especially those aimed at producing incremental sales and providing
methods to show that the program was responsible for the sales. Extra points will be
awarded to proposals that include methods for producing and verifying sales among
low-income and hard-to-reach customers.

Bidder Qualifications and Experience

The Bidder Qualifications and Experience attribute constitutes 25% of the total

score. This attribute scores the experience level of the bidding organization and/or
key personnel to be involved in program implementation.

The minimum requirement for the Bidder Qualifications and Experience attribute is that
the bidder can demonstrate knowledge and expertise needed for successful program
implementation. The highest score for this attribute will be granted to the bidder with
previous experience with similar programs, and excellent references. The lowest score
will be granted to the bidder who submits the information requested in the Bid
Response sections of this RFP, but does not demonstrate competence or qualifications
related to the project tasks.

Quality and Completeness of Proposal

The Quality and Completeness of Proposal attribute score measures the overall
completeness, clarity, and effectiveness of the proposal. This attribute constitutes 25%
of the proposal's total score. A high-quality proposal is considered an indication that
the bidder is capable of providing high-quality services to the program sponsors. The
minimum requirement for the Quality and Completeness of Proposal attribute is that the
bidder is responsive to the information requested in this RFP.
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The highest score for this attribute will be given to a proposal that is outstanding in
terms of completeness, clarity of presentation, and identification of effective program
implementation strategies. In addition, the proposal should display an understanding of
the market to be targeted and knowledge of the programs to be implemented. The bid
response should provide a brief outline of the implementation plan, including strategies
for data collection, program success, and quality assurance. The highest scoring
proposal should require little or no additional clarification.

Price

The Price attribute score constitutes 20% of a proposal's total score. Bid price
scoring takes into consideration the projected cost per kW and kWh delivered,
calculated using CFL sales net of free-ridership, i.e., incremental sales. The main
goal of this program is to produce incremental sales of CFLs in the sponsor utilities’
service areas, and, as such, it is important that the pricing and compensation
schedule reflect this goal.

Additional points will be awarded to proposals that accept a reasonable share of the
performance risk associated with program delivery. It is understood that some
implementers may feel that front-loading is necessary to successfully implement
their plans, and so this is a possibility, although it would be accompanied by a
performance bond to ensure that the program remains cost-effective for the
sponsors in the case that the incremental sales delivered are insufficient to produce
avoided cost benefits for the sponsors in excess of the front loaded amount.

Bidders should anticipate potential expansion to additional utilities’ service
territories through the contract period, which is expected to be on an annual
evergreen cycle. It is understood that exact pricing for service expansion is not
possible, though bidders are asked to discuss the likely impact of expansion on their
pricing and compensations schedule.

Bid Response and Deliverables

The bid response should provide an outline of the implementation plan, including data
collection and program evaluation strategies. The bid response must also provide the
qualifications, resumes, and hourly rates of the staff expected to work on program
implementation activities.

The bidder may also submit documentation from previous projects to demonstrate
competence and qualifications, including descriptions of successful delivery of
similar programs, positive program evaluation reports and letters of recommendation.

Maximum Bid Price

Payments to the Implementation Consultant(s) will not exceed the budget limits
outlined above. Bidders should describe their compensation schedule and
explain how their proposed schedule will help optimize cost-effectiveness and
reach.
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Deliverables

The deliverables for the project are:

e Implementation plan. Prior to beginning implementation of the program, the
selected implementer(s) will submit a detailed implementation plan to Frontier for
approval. This plan will provide detailed plans for promotion, delivery,
verification, and quality assurance. Once the implementation plan is approved by
Frontier, the implementer(s) will proceed with the implementation of the program.

e Monthly reports detailing, at first, program rollouts and, later, program progress
and efficiency gains.

e Recommended strategies for improving program delivery, reach, and cost-
effectiveness.

Timeline

Evaluation of bids is expected to be completed within two weeks of bid submittal. Bidder
presentations may be scheduled, if required, within 7 to 10 days of the bid due date. The
final selection will be announced at the end of the bid evaluation period.

Contract negotiation is expected to require no more than one week. In order to facilitate
the contracting process, negotiation over terms and conditions will be strictly limited to
bidder’s noted exceptions to the terms and conditions released with the RFP. Requests for
additional exceptions will be considered grounds to terminate negotiation and accept an
alternate bidder’s offer.

The program implementation plan will be delivered to Frontier within 18 days of
contract execution, unless otherwise authorized by Frontier. An initial implementation
report must be completed and submitted to Frontier at the end of the second full month
of project implementation, unless otherwise authorized by Frontier. Subsequent
implementation reports will be required monthly.

Submitting Proposals

Program implementation bidders that intend to submit proposals should be aware
of the following:
If a submitted proposal is submitted late, incomplete, or unclear, Frontier at its sole
discretion may reject the proposal or request supplemental information from the bidder.
Proposals must be received by 5 pm central time on Friday February 15, 2008.
All proposals must be submitted in paper and/or electronic (Microsoft Word or Adobe
Portable Document (PDF)) formats, and sent to the mailing and/or email address below:
John McClain
Statewide Residential CFL Program
c/o Frontier Associates LLC
1515 S. Capital of Texas Hwy., Ste. 110
Austin, TX 78746-6544
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512-372-8778 ext. 116

jmcclain@frontierassoc.com
Proposals submitted via email should be accompanied by a request for a return receipt. If
a potential implementer does not receive a return receipt, he/she should follow up
immediately, or risk a late, and therefore unacceptable, proposal.
The winning bidder will be notified by February 29, 2008.

Additional Information Regarding Proposals

Preparation Costs

Frontier, or any of the sponsor utilities, will not reimburse a bidder for any costs
incurred in the preparation of the proposal required for participation in the Statewide
Residential CFL Implementation bidding.

Confidentiality

Sensitive company and project information submitted by the bidder as part of its
proposal will be treated confidentially to the fullest extent possible. However, Frontier
will not be responsible for the release of any confidential and/or proprietary
information. Please clearly mark all sensitive/confidential material.

For purposes of program evaluation or review, information contained in program
submittals may be presented to outside parties, including sponsor utilities and the Public
Utility Commission of Texas.

Questions

A pre-bid conference call will be held on Monday February 11, 2008 for all bidders to get
clarifications from Frontier.
All other questions related to this RFP or the “Terms and Conditions” below should be
submitted by mail or email to:

John McClain

Statewide Residential CFL Program

c/o Frontier Associates LLC

1515 S. Capital of Texas Hwy., Ste. 110

Austin, TX 78746-6544

jmcclain@frontierassoc.com
The deadline for written questions is Wednesday February 13, 2008.

Submission of False, Misleading, or Incorrect Information

Frontier reserves the right to discontinue its evaluation of and reject all proposals from
any bidder who submits false, misleading, or incorrect information.
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Standard Terms and Conditions

The winning bidder(s) will be required to comply with the terms and conditions
outlined in the following attachment.
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APPENDIX C:

EXISTING CONTRACTS OR OBLIGATIONS

SWEPCO does not have any Existing Contracts or Obligations documentation to provide.
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APPENDIX D:

OPTIONAL SUPPORTING DOCUMENTATION

SWEPCO does not have any optional supporting documentation to provide for 2008.
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