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Pacific Power’s Planned Changes to Wattsmart Business in Washington
Effective January 1, 2026

Pacific Power is planning modifications to the Wattsmart Business energy efficiency incentive
program, which is offered through Schedule 140. Consistent with the change process for the
Wattsmart Business program documented and approved in Advice 13-08 (Docket UE-132083),
notice of the changes is posted on the program website! 45 days prior to implementation. The
planned changes to the incentive tables are included in Exhibits A-1 and A-3. There are no planned
changes to Lighting Instant Incentives; the current incentives are included in Exhibit A-2.

Background

The Wattsmart Business program is available to Pacific Power’s commercial, industrial, and
irrigation customers in Washington and offers incentives for prescriptive/listed, custom, and
energy management measures. Incentives are available for both retrofit projects and new
construction/major renovation projects. There is an enhanced incentive offer for existing small
business customers for both lighting and non-lighting retrofits as well as an instant incentive offer
for qualifying lamps purchased from participating distributors.?

Description of Planned Wattsmart Business Changes
Changes are part of the adaptive management strategy for the Wattsmart Business program for
the 2026-2027 biennium and the changes for January 1, 2026, include the following:

a) Increased incentives for Lighting Controls (interior only) targeting Small Businesses, Very
Small Businesses, and Named Community Small Businesses to drive participation.

b) Expand eligibility for higher incentives for small businesses located in a Named
Community to include small businesses located in the company’s new geographically
defined Vulnerable Population census tracts.

c) Expand engine block heater controls incentives to include additional vehicle
classifications.

d) Modify the Energy Project Manager Co-funding cap so it no longer relies on the energy
project manager fully loaded salary and instead caps at $75,000.

e) Modify the program definitions for Energy Management to remove references to an Energy
Management Offer Letter. Instead, the participant receives a Savings Verification Report
after the energy management engagement, and the report includes the incentive amount.

f) Align the program’s measure offerings and incentives with the latest unit energy savings
(UES) and Standard Protocols from the Regional Technical Forum (RTF) as of June 1,
2025.

g) Other changes described below.

! Washington Energy Efficiency (pacificpower.net)
2 This offer is marketed to customers as the Lighting Instant Incentive. It is also referred to as a “midstream” offer
and is labeled as “mid-market” in Exhibit A-1.
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In addition to these program changes, there are adaptive management changes and Clean Energy
Transformation Act utility actions described in this document.

Explanation of Changes

The planned program changes are summarized in the tables below. For more details, refer to the
revised Wattsmart Business incentive tables and information, attached as Exhibits A-1 and A-3.
Exhibits A-1 and A-3 are marked in redline form to show the planned changes relative to the
current program.’

Exhibit A-1, Page 2
Definitions
Category Description of Change Reason for Change

Energy Management Offer Modify definitions to remove | This change improves the

Letter references to Energy participation process to align
Management Offer Letter better with the timing for
Energy Management when the incentive amount is
Incentive known for an energy
management project.
Energy Management Project Typically, for an energy

management project, it is
difficult to estimate the
incentive up front. As a
result, incentive offers are
prepared after the project is
complete and a Savings
Verification Report is
prepared. The Savings
Verification Report includes
the estimated energy savings
and the incentive amount, so
the incentive offer is not
needed. If a participant needs
an incentive offer letter, they
can still request that from
Pacific Power.

3 For reference, the current program and incentive tables can be found at
https://www.pacificpower.net/content/dam/pcorp/documents/en/pacificpower/savings-energy-choices/wattsmart-
business/washington/WA wattsmartBusiness Incentive tables information.pdf,
WA_wattsmartBusiness Lighting Midstream.pdf (pacificpower.net), WA Lighting_Instant Incentive Offer 9-4-
2022.pdf (pacificpower.net), and

ExhibitA-3_Changes to. WA_NonLighting_Incentive_Offer 1-2023.pdf (pacificpower.net)
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Incentives — General Information, Exhibit A-1, page 4
Incentives, Exhibit A-1, page 7
Energy Project Manager Co-funding Incentives, Exhibit A-1, page 7

Category

Description of Change

Reason for Change

Energy Project Manager Co-
funding

Change the maximum co-
funding from 100% of the
Energy Project Manager’s
salary to a set cap of $75,000

Reduce participation
burden and implementation
burden. Establishing a fixed
maximum removes
complexity of documenting
the fully loaded salary for an
energy project manager,
while still incenting a
significant portion of the
position’s salary. The change
removes burden from the
program calculating fully
loaded salaries and from the
participant in providing
internal documentation of
fully loaded salary.

Lighting System Retrofits Incentive Table, Exhibit A-1, Page 8
Motors Incentive Table, Exhibit A-1, Page 10

HVAC Equipment Incentives, Exhibit A-1, Page 11-13
HVAC Check-up Incentives, Exhibit A-1, page 32

Category

Description of Change

Reason for Change

Limited-time Additional
Customer Bonus Incentives

Remove bonus incentives

The customer bonus
incentives were a limited time
offer ending November 30,

2025.

Incentives for Other Energy

Efficiency Measures, Exhibit A

-1, Page 20-21

Category

Description of Change

Reason for Change

Engine Block Heater Control

New Measure to cover types of
vehicles not covered by the
current measure

The RTF Engine Block
Heater Control Unit Energy
Savings measure covers
limited vehicle
classifications. Adding new
measure to cover vehicle
classifications not covered by

the RTF measures.
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Farm and Dairy, Exhibit A-1, Page 24

Category

Description of Change

Reason for Change

Potato or Onion Storage Fan
VFD

Reduce incentive

The RTF reduced the
incremental measure cost for
this measure, so the incentive
is reduced given the reduction
in costs.

Enhanced Incentives for Small Business - Lighting (Retrofit only), Exhibit A-1 - Page 27

Category

Description of Change

Reason for Change

Lighting Controls
(interior only)

e Advanced Networked
Lighting Controls

Increase incentive from
$0.46/kWh to $0.48/kWh

To ensure higher incentives
for small businesses and very
small/named community
small businesses relative to
the incentives available to
businesses of all sizes, and to
sustain the strong 2025
momentum in lighting control
projects, we have increased
the incentive for controls for
the small business categories.
This adjustment also responds
to small business vendor
feedback regarding the
impact of ongoing
import/export tariffs, helping
support continued
participation and project
activity.

Enhanced Incentives for Select Very Small Businesses and Named Community Small
Businesses — Lighting (Retrofit only), Exhibit A-1 - Page 28

Category

Description of Change

Reason for Change

Lighting Controls
(interior only)

e PIR, Dual Tech,
Integral Sensor, or
Basic Controls

Increase incentive from
$0.38/kWh to $0.40/kWh

Lighting Controls
(interior only)

Increase incentive from
$0.46/kWh to $0.50/kWh

To ensure higher incentives
for small businesses and very
small/named community
small businesses relative to
the incentives available to
businesses of all sizes, and to
sustain the strong 2025
momentum in lighting control
projects, we have increased
the incentive for controls for
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e Advanced Networked
Lighting Controls

the small business categories.
This adjustment also responds
to small business vendor
feedback regarding the
impact of ongoing
import/export tariffs, helping
support continued
participation and project
activity.

Enhanced Incentives for Small Businesses, Select Very Small Businesses, and Named
Community Small Businesses — Non-lighting (Retrofit only), Exhibit A-1, Page 28-30

Category

Description of Change

Reason for Change

Engine Block Heater Control

New Measure to cover types of
vehicles not covered by the
current measure

The RTF Engine Block
Heater Control Unit Energy
Savings measure covers
limited vehicle
classifications. Adding new
measure to cover vehicle
classifications not covered by
the RTF measures.

Other Adaptive Management Improvements

In addition to the program changes described above, the company will implement the following
adaptive management improvements.

Revised Customer Eligibility for the Small Business Offer

Starting January 1, 2026, Pacific Power will expand eligibility for Named Community small
business offers to include the company’s new geographically defined Vulnerable Population

census tracts®.

Customer eligibility for the small business offers is managed on the Pacific Power website.’ Here
is the current customer eligibility for the Named Community small business lighting offer:

“Named Community small businesses on rate schedule 24 with annual usage less than or
equal to 200,000 kWh (non-residential facility total) and/or total non-residential facility
square footage of 20,000 square feet or less are eligible to participate. Named
Community small businesses are located in Highly Impacted Communities defined as
census tracts meeting at least one of the following two criteria:

o The census tract is covered or partially covered by ‘Indian Country’ as defined in and

designated by statute.

4 Detail on the development of new geographically defined Vulnerable Population census tracts is available in
PacifiCorp’s 2025 Clean Energy Implementation Plan (refer to Vulnerable Populations Update section).
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o The census tract ranks a 9 or 10 on the Environmental Health Disparities Map, as
designated by the Washington Department of Health (DOH).”

This language will be revised to:

“Small businesses located in a Highly Impacted Community and/or Vulnerable
Population census tract on rate schedule 24 with annual usage less than or equal to
200,000 kWh (non-residential facility total) and/or total non-residential facility square
footage of 20,000 square feet or less are eligible to participate.

Highly Impacted Communities are defined as census tracts meeting at least one of the

following two criteria:

o The census tract is covered or partially covered by ‘Indian Country’ as defined in and
designated by statute.

o The census tract ranks a 9 or 10 on the Environmental Health Disparities Map, as
designated by the Washington Department of Health (DOH).

Vulnerable Population census tracts were defined by Pacific Power in collaboration with
stakeholders™

Financing with Interest Rate Buydown

Estimated 2026 Budget:
$150,000 for the estimated costs for interest rate buydowns

Adoption has been slower than anticipated in 2025, as it is taking additional time to get both
customers and vendors fully on board with this new offering. While we have not yet closed any
financing projects in 2025, there has been growing interest from customers. We are increasing the
financing budget from $100,000 to $150,000 to ensure we are positioned to support potential
program growth into 2026 and a full year of the offering.

Additionally, given the current economic uncertainty and overall instability in the market,
financing may become a significantly more important tool in 2026 for businesses looking to pursue
energy efficiency projects without large upfront costs. Proactively increasing the budget ensures
we are positioned to meet that potential demand and continue supporting customers through
flexible solutions.

Vendor Promotions

To boost participation from the currently low and non-participating vendors, program outreach
staff will offer Sales Performance Incentive Funds (SPIFs) to those who can demonstrate an
increase in the number of projects completed year over year. Other vendor promotions may be
added as well.

Current 2025 SPIF offerings under consideration to continue in 2026:
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Promotion Notes

Every 100,000 kWh New/nonparticipating vendors to receive SPIF for every
Completed 100,000-kWh completed up to 500,000 kWh

New Vendors to receive SPIF for first completed project

First Completed Project (applies for Listed Incentives)

Contractors receive SPIF for submitting projects on Walla
Permit List Projects Walla and Yakima County permit list (capped at 5). This is
for the contractors listed on the permit list.

Nonparticipating, new or old, to receive SPIF for completing

First 5 projects 5 projects

Assign stretch targets for low participating vendors to
Targeted Growth increase year over year delivered kWh savings. If achieved in
2025 receive SPIF (minimum 50,000 kWh)

Vendor Incentives

To encourage participation in the overall Wattsmart Business incentives and to increase
participation in select measures and for targeted customers, vendor incentives will continue to be
offered to Washington Wattsmart Business vendors in good standing for qualifying projects. These
incentives are first come, first served until funding is exhausted, with per vendor caps for specific
measures, such as lighting, to provide motivation for vendors to complete multiple projects.
Vendor incentives for 2026 will begin on January 1% for lighting, select non-lighting, and small
business lighting/non-lighting projects.

For non-lighting, vendor incentives are available for advanced rooftop unit controls, small
business non-lighting, and for select air-conditioners and heat pumps.

Leverage State/Federal Funding

A key strategic focus area for 2026-2027 is to integrate resources from state/federal funding as
they become available. Outreach efforts will help business customers and participating
Wattsmart Business Vendors understand and utilize these resources and leverage them to help
close Wattsmart Business projects.

To prevent a “cash back” scenario, continue to review “stacking order” prior to incentive offer. If
the Pacific Power’s incentive is first in the stacking order, offer the full incentive. If not, account
for the state/federal funding by reducing the project cost before incentive to prevent a “cash
back” scenario for the project.
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Leverage Clean Buildings Performance Standard

Continue to support customers with compliance with the Clean Buildings Performance Standard
via the Clean Buildings Accelerator offer and leverage the Clean Buildings Performance
Standard to help start and close Wattsmart Business projects.

Clean Energy Transformation Act

In alignment with the Clean Energy Transformation Act (SB 5116, 2019), Pacific Power will
continue to improve small business and Named Community business participation.

Named Communities include customers located in Highly Impacted Communities® and Vulnerable
Populations. As stated above, starting January 1, 2026, PacifiCorp will expand its energy
efficiency utility actions to include the company’s geographically defined Vulnerable
Population census tracts. These Pacific Power customers face barriers to implementing energy
upgrades in their businesses, including socioeconomic factors, such as limited English and limited
access to capital for energy upgrades. Pacific Power will continue enhanced incentives and
targeted outreach strategies to better serve these customers and to connect them with energy
efficiency improvements.

Wattsmart Business CETA energy efficiency utility actions:
Continue to increase the number of small businesses and businesses in Named Communities
receiving program services and benefits. The results of the specific utility actions below will be
measured by these CBI metrics: number of businesses that participate in Company
energy/efficiency programs and the dollar value of energy efficiency expenditures.

e Enhanced customer incentives -

o Continue the small business enhanced incentive lighting and non-lighting offers
targeting Small Businesses located in a Named Community (Highly Impacted
Community and, starting in 2026, Vulnerable Population census tracts) and the
smallest businesses using less than 30,000 kilowatt-hours per year (very small
businesses) on Schedule 24.

o Continue to offer higher customer incentives than the regular small business offer
with incentives capped at 100% (rather than 90%) of project costs for lighting to
reduce the customer out-of-pocket cost barrier.

e Enhanced vendor incentives - Continue to offer approved small business lighting vendors
a higher vendor incentive for completed lighting retrofit projects with Small Businesses in
Named Communities (Highly Impacted Community and, starting in 2026, Vulnerable
Population census tracts) and Very Small Businesses.

o Targeted outreach

o Continue to target a portion of company-initiated proactive outreach to Small
Businesses in Named Communities (Highly Impacted Community and, starting in
2026, Vulnerable Population census tracts) and Very Small Businesses; continue to
tie proactive outreach to approved small business vendor capacity to respond to
customer inquiries.

Shttps://www.doh.wa.gov/DataandStatisticalReports/Washington TrackingNetwork WTN/ClimateProjections/CleanE
nergyTransformationAct
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o Target a portion of company-initiated proactive outreach to business customers
located on Tribal land.
e Continue and increase outreach to Latine business customers, vendors, and community
groups.

Regional Technical Forum (RTF) review

The program alignment to RTF Unit Energy Savings measures and Standard Protocols as of June
1, 2025, was reviewed as part of planning for program changes effective January 1, 2026. The
updated document can be found in Exhibit B.

Transition Plan

For projects where pre-approval is required (e.g., lighting retrofits and custom non-lighting), the
version of the program is based on the incentive offer issue date.

For projects where pre-approval is not required, the version of the program is based on the
equipment purchase order/invoice date for the first item(s) purchased for the project. Should the
earliest invoice date be prior to the current program’s effective date, the project may be subject to
requirements and incentives from the prior program version.

Cost-Effectiveness

The Wattsmart Business program with the proposed changes is projected to be cost-effective for
2026. Program level cost-effectiveness results (with and without Non-Energy Impacts or NEIs)
are provided in the cost-effectiveness analysis exhibit.

Exhibits Provided

e Ex A-1 WA WSB eff 5-17-2025_changes for 1-1-2026

e Exhibit A-2 WA WSB Lighting Instant Incentive offer_effective 1-1-2024 (provided for
reference, no changes in this document)

e Exhibit A-3 WA WSB Small Business NL Enh Incentives eff 5-17-2025 changes for 1-
1-2026

e Exhibit B WA WSB RTF Alignment Review for program effective 1-1-2026
e Cost-Effectiveness Analysis
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