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CONNECTICUT

ENERGY CONSERVATION FUND



DRAFT Minutes [D1]

 Minutes 

Energy Conservation Management Board

August 23, 2005, 1:00 - 4:00 PM

Department of Public Utility Control, 10 Franklin Square, New Britain, CT 06051

Board Attendees:  Chair- Rich Steeves; Pat McDonnell; Merrily Gere; Rob Earley; John Mutchler; Roger Koontz; Jeff Gaudiosi; Shirley Bergert; Mike Wertheimer; John Ferrantino; Joseph Crocco.

Not in Attendance: Neil Beup, Louise DiCocco-Beauton; James McNally, Jr.; Richard E. DesRoches.

.

Other Attendees: Bill Leahy; Jeff Schlegel (by speakerphone); Joel Gordes.

1. Process
  Chairman Rich Steeves called the meeting to order at 13:06. The agenda was reviewed. On a motion by Merrily Gere and a second by Pat McDonnell the minutes were approved 10-0. 

Rich Steeves reminded the group there would be need for a resolution pertaining to voting by the utilities for the next meeting and said there would be some gas company matters coming up later in this meeting. Discussion took place on the preliminary arrangements for voting but the Chairman cautioned that as of this point current arrangements are only considered to be a "gentleman's agreement". Merrily Gere said she had some concerns in those instances where issues may not be so clear-cut and inquired whether there is a committee to draft the language. Rich Steeves replied there is a committee looking into this that already has a set of general principles. He noted there are nine Board members who would vote all issues; electric companies would sit out issues affecting gas conservation and gas companies would sit out votes affecting electric companies.

Public Input. None.

2. 2005-2006  Planning for Future Activities

2006 Plan and Budget. Public Input Matrix. Jeff Schlegel noted Joel Gordes has taken a first cut at the public input matrix and some of the inputs by the public are already being addressed. It is already evident certain requests, such as those looking for RD&D funds, cannot be acted upon. He noted two which deserve more discussion today are Comverge and Atlantic Daylighting. Jeff said the Board should move forward with Comverge but there is some difficulty on where to place it for funding now that LICAP has been delayed. He noted it would have been preferable if they could have used money allocated in the Energy Independence Act (EIA). He went on to say if the group believes LICAP is still coming in 2007 it would still make sense to begin reducing loads in 2006 and the Comverge approach is effective. He said portions of the demand response budget have some funds that could possibly be used to begin Comverge efforts in 2006 and then transition to EIA funding later. John Mutchler said he agrees with the LICAP predicament and said the Board should move forward rather than wait. He also said Comverge is a good program. Pat McDonnell agreed with the previous opinions noting the uncertainties may require some midyear budget adjustments. He went on to say there is a need to wrestle with the new identity and focus of CEEF [not having to change the way you live] as the Comverge technology dollars deal with the comfort level of consumers. Roger Koontz said there was a need to focus on both but questioned which portion of the 2006 peak will be serviced by CEEF funding versus EIA funding. Rich Steeves inquired exactly where EIA funding would come from, to which Roger Koontz responded the Department can order money collected under the Federally Mandated Congestion Charge (FMCC) be used for such purposes but it must show a net benefit in reducing those charges. Rob Earley added in the short term it increases the cost but in the long term it will save on LICAP charges. Further discussion ensued on similarities to the ISO's GAP RFP but noted that it applies only in Southwest Connecticut whereas the EIA is statewide. It was also noted portions of the legislation are still "fuzzy" and the Department may need to clarify some of its positions.

On Atlantic daylighting, Jeff Schlegel noted they had made two presentations to the Board and the company has multiple products which must be treated in two different ways:

1) those products  already deemed commercial should be integrated into ongoing programs; and

2) those requiring research and development that combine photovoltaics (PV) with LEDs cannot be funded since the RD&D program has not been refunded except for previous commitments made. He went on to say there are three options that  include:

A) sending them to the Connecticut Clean Energy Fund because PV is more closely associated with their mission;

B) find funds from somewhere within CEEF; and

C) co-fund the project with CCEF.

Rich Steeves said a CEEF committee had met with CCEF and agrees this is more in their arena.

Proposed 2006 Budget Vote. Jeff Schlegel said he was ready if the companies were to go for a vote today. Pat McDonnell expressed confidence they would reach agreement. Roger Koontz expressed concern of having the vote today without having had time to review the modifications. Jeff Schlegel explained he felt the UI budget was fine as a preliminary though he had outlined concerns in his memo. He said the hard choices to be confronted include: 1) what to do with the Supplemental Payments; 2) the level of ISE funding which has been recommended for less; 3) elimination of the appliance retirement program; and 4) public awareness but not as a stand-alone item. Rich Steeves asked whether the elimination of the Appliance Retirement program entirely might be too drastic and noted the reduction in the ISE funding amounted to a 50% cut as well. Pat McDonnell addressed Bill Leahy asking whether he has been able to find additional funding from the Connecticut Energy Advisory Board (CEAB) to which Bill Leahy responded in the affirmative, but that such funding is quite limited. Rich Steeves pointed out there was a differential in the companies' programs for Supplemental Payments wherein CL&P maintains a higher level while UI does not. Pat McDonnell noted Jeff Pratt had zeroed out the Customer Initiated Program and moved the funds to the low-income sector. He also noted general awareness had been zeroed out. Jeff Schlegel said general awareness would be funded through the marketing budgets of specific programs but requested Board input going forward on these issues. Shirley Bergert questioned whether they should just be discussing line items and requested they look at more strategic issues such as parity by class and noted residential programs had been cut by 50%, commercial and industrial by one-third and the ISE by one-half. She noted she wanted to move toward greater parity which has been a consistent position she has taken, and that consideration of any budget, including preliminary budgets, requires information on class and subclass collections and expenditures for a parity analysis. Jeff Schlegel said in doing the analysis of the UI budget he tried to keep the percentages high in the core areas. They have had agreement on the need to show the pie charts comparing parity between revenue sources and budget allocations but were unable to provide this for the preliminary budget. He added he thought they were fairly close on this already. He also noted CL&P overfunds C&I  while UI overfunds the residential sector and there are still loose ends requiring rectification before they come to a final budget. Pat McDonnell added they did not pass out the pie charts since they would be rapidly changing but noted the residential sector was within 2 1/2% of parity. John Mutchler noted while they are talking to the parity issue, the EIA basically said this was not to be a major consideration. Shirley Bergert said the EIA did not provide that, but rather indicated that parity did not have to be maintained in efforts to maximize the reduction of federally mandated congestion charges.

On the CL&P budget, Rich Steeves inquired whether the largest issue would be the ISO Supplemental Payments to which Jeff Schlegel responded in the affirmative. He also pointed out changes in the Energy Blueprint program for new construction and the Energy Opportunities program for retrofit as well as the Small Business program. This came about in going from seven main C&I programs down to four.

Institute for Sustainable Energy. It was noted earlier that zero funding had been suggested in the CL&P budget for the ISE. Roger Koontz noted the ISE committee has not yet met. Shirley Bergert said there needs to be further discussion on the zeroing out of the budget versus reduction and wanted to hear from Bill Leahy on this. Bill Leahy noted the budget had been reduced previously to $.5 million per year although they have been able to secure some additional funding from: the CEAB ($60,000 for the work on their plan); Connecticut Green Building Council ($20,000 per year); and the Office of Policy and Management ($10,000 per year). He outlined some of the activities the Institute has undertaken including a number projects for the CEAB as well as others with the Connecticut Housing Finance Authority and the Connecticut Housing Investment Fund (CHIF). In addition they have been working with the state university system on energy projects as well as developing a distant learning program. Further discussion ensued with Rich Steeves asking for the consultants' recommendation on this. Jeff Schlegel recommended reducing the ISE budget by 50% of the original budget or by more if the Institute has secured additional sources of funding. Rich Steeves questioned whether $200,000 might be appropriate to which Jeff Schlegel answered in the affirmative. Shirley Bergert said she wanted to think about this. John Mutchler said he would go along with the Board at that level. Rich Steeves asked the group if the committee came back at the next meeting with recommendations and sources of funds if that would be OK. Shirley Bergert responded it would only be OK with her if there was parity information and an opportunity to look at the numbers. Rich Steeves reminded the group the budget will change since this is only a preliminary budget. Further discussion ensued on other budget modifications the most noteworthy of which was a 19% reduction by CL&P of the Supplemental Payments while UI reduced it by 50%. Rich Steeves referred to the Supplemental Payments program as an insurance policy but a very expensive insurance policy that takes funding from more beneficial energy efficiency efforts. Jeff Schlegel recommended overall reduction for the   program by 50% and to move LICAP to EIA legislation funding noting congestion mitigation also impacts some LICAP. Some discussion took place on the timing involved with John Mutchler saying decisions must be made by the time of the filing since the company is trying to extend contracts. They currently have between $1.2 million and $1.5 million in the program and are continuing to sign up customers for multiyear contracts. Roger Koontz said the other side of the story is there are very significant reductions on some very cost-effective programs, such as Energy Blueprint, taking place. He said funding should take place where it can through the EIA funding. Jeff Schlegel said the original recommendation by the consultants for Supplemental Payments was one-half million dollars and then moving the rest to EIA. He said in no case should it be more than $1 million. Rich Steeves called for a motion on the budget that would reduce the Supplemental Payment program from $1.7 million to $1 million. Rob Earley made a motion to go with the consultant recommendation with a second by Roger Koontz. Rob Earley made the point that when the Board moves forward they should be able to point to the specific line item in this budget and speak to the point of the EIA legislation in its efforts to reduce FMCC. The vote was 9-1-1. It was also noted the $600,000 was "off to the side" for now and a committee would resolve the allocations as soon as possible and conduct electronic vote by Friday, August 26th. Pat McDonnell questioned whether it would make the three day rule. Mike Wertheimer requested they receive the budget proposal by Friday and Shirley Bergert requested the parity pie charts be available by then as well. It was noted the $600,000 was 1% of the budget. Shirley Bergert said it was still a significant amount and it is irresponsible to cut the Institute since they have hired staff, made long-term commitments, and were a valuable resource on energy issues in the state, and should not be cut that deeply. John Mutchler inquired of Bill Leahy whether he would be making decisions based upon actions taken today to which he replied he must wait until a final budget is agreed upon to see how it affects their programs for the coming year. Rich Steeves asked for a straw vote today which came out as an 8-3 vote. He then asked for an actual vote with the understanding there was still need to resolve the allocation of the $700,000. On a motion by Jeff Gaudiosi with a second by Merrily Gere the Board voted 8-2-1 in favor of the preliminary budget. John Mutchler requested that the minutes reflect that he opposed this due to reductions in the ISO Supplemental Payments Program.

 LICAP/Avoided Cost. Jeff Schlegel referred to a memo which was distributed to the Board discussing the uncertainty concerning LICAP implementation due to delays by the FERC. He mentioned discussions with LaCapra Associates that are due to have a report to the CEAB on September 2nd and these delays will be reflected in their report. He went on to say all parties need a clearer idea of the problem and recommends scheduling a technical session with the Department to target solutions since the data does not support some of the preliminary information of where the problems really lie. He said the figures indicate that not much of the problem actually lies in the area of Southwest Connecticut but is much more concentrated in the Norwalk-Stamford area. He noted prices for Southwest Connecticut are much the same as they are in the rest of Connecticut except for that one specific area. In response to a question by Rich Steeves, Jeff Schlegel said there is a need to more closely work with the Department by coordinating efforts of CEEF money with those that will become available from the EIA. 

Natural Gas Integration & Plan. It was noted a natural gas conservation plan is due on October 1st according to the EIA legislation. Rich Steeves said the Board must determine what actions to take to implement the spirit of that legislation. John Ferrantino directed the group's attention to a memo containing five bullet points proposed by the local distribution companies (LDCs) that would expand on an existing pilot program and continue it into year 2006. The points were as follows:

· LDC’s propose to add heating system upgrade/replacement Pilot Program to the current natural gas plan to be in place for the heating season by October 1, 2005.

· LDC’s propose to continue pilot in 2006 and beyond and submit a Pilot Program plan to satisfy the October 1, 2005 filing requirement

· ECMB set forth its position on an expanded gas program

· Should the ECMB request the DPUC to set forth its position on an expanded gas program?

· Environment Northeast propose to hire a consultant to review or offer an opinion on the proposed plan for 2006 and beyond

· Is a natural gas plan filing date extension needed to review and approve the LDC’s plans? 

In regard to the use of a professional consultant, he said they were concerned because they have a fixed budget with uncertain funding and hiring a consultant might place a sizable drain upon the resources available for the programs. He noted the 5% cited in the legislation would approximate $14,000. Joe Crocco of Southern Connecticut Gas concurred with those points. Further discussion ensued and Rob Earley supported bullet points number one and number two and opposed the remainder. He said this is the wrong time to increase rates when gas could be as high as $10 per million BTUs and believes they should just support the concept of the expanded pilot program. He did not see the spending of money on a consultant as prudent noting the legislation gave the Board half a loaf by not setting a specific mill rate. Roger Koontz said there had been discussions in a committee meeting that past Friday on the cost of consultants but it centered entirely on cost rather then also taking into account any benefits. He went on to say it is exactly when prices of the commodity are high that there is more of a need to conserve it and that customers are more willing to accept conservation programs. He said this was known from actual experience of program operation in the electric sector. The cost of consultants would be very minor in view of the huge cost of gas which he said would approximate $1.3 billion this year;twice the cost of what it was 10 years ago. He said the EIA calls for a plan and the Department has requested in its interrogatories for the parties to come up with programs. He finished by saying Connecticut is behind Massachusetts and other states and they would be in a terrible predicament to vote on the plan without having professional input from a consultant. Rob Earley responded Roger Koontz does not represent the majority of consumers who cannot absorb the higher gas prices. Hearings showed there were no direct parallels between natural gas and electric conservation for C&I sector and most of the benefits would accrue to the residential sector. He said this pilot is an opportunity to move forward. Rich Steeves inquired if he expects the Department to provide guidance to which Rob Earley responded in the affirmative. Shirley Bergert noted the legislation includes five "shalls" in it:

1) the Board shall advise and assist in a plan

2) there shall be expert consultants

3) there shall be joint programs

4) there shall be documentation of expenditures and cost-effectiveness

5) the Board shall accept or reject modifications before submission to the Department

Further discussion ensued on the use of 5% for expert consultants and the amount of money this might take from actual programmatic expenditures. Jeff Gaudiosi noted aspects of what both Rob Earley and Shirley Bergert had said had elements that were correct. He suggested the Board go with the pilot for now until there was a better determination of the legislative intent. He noted the "shalls" did not appear to refer to absolutely concrete items. Mike Wertheimer questioned whether the dispute was more of a timing issue. Rich Steeves clarified there is a need to submit a gas conservation plan by October 1st to the Department that must be agreed to by the Board. He noted there may also be other aspects to come out of the decision such as decoupling [profits from sales] or a conservation adjustment mechanism (CAM) as a way to collect additional funds. Mike Wertheimer noted that the Board's use of consultants has come from C&LM budgets and it has worked well. John Ferrantino said their budget is approximately $280,000 so the consultant would cost $14,000 per year under the 5% level in the legislation. Further discussion ensued with Rich Steeves proposing they may want to request guidance from the Department and possibly even ask for an extension in the filing date. Rob Earley noted natural gas is different from the electric sector and they should not layer extra cost onto it. Mike Wertheimer said he did not have the same comfort level to disregard the statute. Rob Earley answered it is a huge statute encompassing everything from energy security to air quality but it is not clear exactly what actions are expected by the Board. John Ferrantino added natural gas customers are using less and the LDCs are concerned with adding cost. Rich Steeves requested the LDCs provide a preliminary budget to the Board for the rest of year 2005 and for year 2006 that would include consultants with cost of up to 5% of the budget. Shirley Bergert asked that the plan account for each of the “shall” requirements in the legislation as the Board cannot ignore mandatory statutory requirements. This could be discussed and reviewed by the Board and then they could decide to file it by October 1st or request an extension from the Department. He asked John Ferrantino whether this could be available by September 6th which was answered in the affirmative. Roger Koontz requested it be made available for review prior to the September 6th meeting.

At this point in the meeting it was suggested that the September 6th meeting commence at 2:00 PM rather than 1:00 PM. and the meeting of September 20th be moved to September 22nd. This would prevent conflict with a combined heat and power conference taking place on the 20th and 21st which CEEF is co-sponsoring and which many numbers will be attending.

Public Awareness Campaign. It was noted Cronin & Co. has proposed a progress report to take place the following day at 9:00 AM. Pat McDonnell noted there has been an order for a joint tracking report and that the new web site might be a good place for that to be posted. Rob Earley brought up the topic of metrics noting Cronin & Co. said it would be too costly to perform an evaluation of the C&I sector so there is only to be an evaluation of the residential sector. Rich Steeves said Cronin and Co. had told the Board that to perform an evaluation for the C&I sector would be costly and complex. Rob Earley also noted there has been a request to increase the budget to $412,000 and based on the input from Cronin it should be allowed but the question would be from where would it be taken. Shirley Bergert noted that we need to know if our public awareness efforts were successful in C&I and John Mutchler suggested that Cronin may be able to use surrogate data, surmising from the residential data collected.

Timeline. There was varying opinion on whether the Board is on track with its plan versus being behind.

Evaluation Report. There was no report for this month.

C&LM Audit Hearing. Rich Steeves noted there would be an audit hearing this coming Thursday. Pat McDonnell noted the requested information has been submitted.

3) Other. 

Rich Steeves announced this would be John Mutchler's last meeting as a representative of CL&P to the Board [applause]. Pat McDonnell made a motion for a Board resolution recognizing John Mutchler's many years of dedicated effort working on the C&LM programs. Rich Steeves seconded the motion and the Board bestowed its heartiest congratulations and best wishes for John Mutchler's continued success.

Shirley Bergert brought up that the Institute is developing the CEAB report and asked that Bill Leahy be allowed to participate, as do the current consultants, and invite him to sit with the Board. There was no opposition to this.

John Mutchler, as a generous parting gift, noted that CHIF has done the accounting since the inception of the WRAP program. It has now been brought in-house at CL&P so the seed money that was allocated to even out the cash flows has become available to go back into the programs. This amounts to $800,000 that can be used for low-income programs

.The meeting adjourned at 15:42
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