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The State of Connecticut Energy Conservation Management Board (“ECMB”) appreciates the opportunity to provide comments on the Draft Decision of the Department in Docket No. 06-10-02 dated April 30, 2007.  The ECMB developed and approved these comments during its meeting on May 9, 2007.

1. The Department should approve the recovery from ratepayers of the appropriate and reasonable costs incurred by the Companies to provide financial assurance for the Forward Capacity Auction (FCA) obligations, in the event that legislative or regulatory action on the Connecticut Energy Efficiency Fund (CEEF) results in a shortfall of the Demand Reduction Value bid into the Forward Capacity Auction (FCA) by the Companies on behalf of the CEEF. 

The Companies are preparing FCA bids representing the MW demand reductions due to the CEEF programs.  The CEEF programs and Connecticut ratepayers will benefit financially from the Forward Capacity Market (FCM) revenues provided if the bids are accepted in the FCA.  The Companies are requesting approval from the Department that if the CEEF is reduced from current funding levels by legislative or regulatory action, resulting in a lower-than-bid Demand Reduction Value being delivered in the FCA, the Companies would be held harmless for the cost of FCM financial assurance.  The ECMB supports this reasonable request.

The Department, in its Draft Decision, appears to agree in principle.  The ECMB suggests the Draft Decision should be clarified and recommends the following revisions to the statement on page 1, at the end of the first paragraph:

The Department approves ratepayer recovery from ratepayers of the appropriate and reasonable any financial assurance expenses and any related funds forfeited that may occur due to insufficient resources submitted to the Forward Capacity Market resulting from legislative or regulatory action on reductions to the Connecticut Energy Efficiency Fund.

2. If the State assumes repayment of the bonds currently being repaid through diversions of CEEF funding, resulting in increased CEEF funding for part of 2007, the additional funding should result in a commensurate increase in total funding for the CEEF programs, and should not be used as a partial substitution of EIA funding for Department-approved EIA initiatives. 

The ECMB believes that state assumption of bond repayment should result in full funding being restored to the CEEF programs.  Such an increase in funding should result in an increase in CEEF programs to benefit ratepayers.  Many of these programs were severely curtailed by past legislative diversions of CEEF funding.  A significant portion of the potential increase in funding should not be used as a substitution for part of the EIA funding. 

The ECMB agrees with the Department that demand response and load management should be included in the overall C&LM budget, in 2007 and future years.  The ECMB respectfully suggests that the relative funding allocation for energy efficiency, demand response, and load control programs should be discussed and determined early in the planning process for a given program year.  The ECMB requests a Technical Session or meeting with the Department to discuss this important issue, for 2007 and looking ahead to the 2008 planning process.  However, the large EIA investments that the Department has approved using EIA funding and funding mechanisms should not be paid through a reallocation of potential increased 2007 funding intended for the CEEF programs.

3. The Department should direct the Companies to file a revised 2007 budget once the amount and timing of any CEEF funding increase is known. 

Since the amount and timing of any potential increase in CEEF funding for 2007 is uncertain at this time, the ECMB suggests that the Department direct the Companies to file a revised 2007 budget, with prior ECMB review, including and proposing allocation of any such funding increase for 2007, for Department review and approval.  The proposed allocation of any increase in 2007 CEEF funding could be clarified during the Technical Session requested above.

4. The allocation and prioritization of CEEF funding should be based on the cost-effectiveness tests and analysis approved by the Department and applied by the ECMB in its review of the CEEF plans.  Programs should not be prioritized solely or primarily based on a subset of capacity (peak demand reduction) costs and benefits.  

The cost-effectiveness tests and analysis approved by the Department and applied by the ECMB include the full range of costs and benefits, for both energy and capacity (peak demand reductions).  A similar approach based on full costs and both energy and capacity benefits was used by the Department and its consultant in the recent selection of winning bids in Docket No. 05-07-14 PH2.  The ECMB supports the use of approved cost-effectiveness tests that consider and analyze full costs and benefits.  The ECMB does not support the primary or sole use of $/kW indicators for CEEF budget allocation and prioritization.  The ECMB suggests that cost-effectiveness analysis could be an additional topic for the Technical Session proposed above.  The appropriate discount rate to be used in cost-effectiveness analysis should also be addressed during the proposed Technical Session.

5. CEEF residential programs are cost-effective and reach residential and low income customers who are impacted significantly by higher electricity prices.  It is important to provide increased CEEF services and programs for residential customers to assist them in reducing their electricity costs.  

The CEEF residential programs have been improved over the last few years, are cost-effective as determined by Department-approved tests and procedures, and reach residential and low income customers who are impacted by higher electricity prices.  Most of the residential programs have Electric System Test benefit/cost ratios of about 2.0, with some programs exceeding that level.  The Home Energy Solutions program is an important new program designed to address many opportunities in the homes of existing customers.  The residential lighting program provides winter peak demand reductions, which are essential for balancing with the CEEF summer peak demand reductions to offer an annual capacity product in the FCM, as required by ISO-NE and the FCM Market Rule.  The ECMB recommends increased CEEF services to and programs for residential customers to assist them in reducing their electricity costs.

The relative allocation of any increase in 2007 CEEF funding to residential programs versus other programs should be clarified during the Technical Session requested above.

6. A higher 2007 evaluation budget is needed in order for the FCA bids of the CEEF peak demand reductions to meet the FCM Measurement and Verification (M&V) standards and be accepted by ISO-NE.  The ECMB estimates that an additional $300,000 is needed for evaluation activities in 2007.  A portion of the FCM Transition Period revenues that are being deposited in the CEEF accounts in 2007 should be used to fund the higher evaluation costs in 2007. 

The Companies and ECMB proposed a higher evaluation budget for 2007 in the Scenario 1 Plan.  A higher evaluation budget for 2007 is needed in order for the FCA bids of the CEEF peak demand reductions to meet the FCM Measurement and Verification (M&V) standards, be accepted by ISO as satisfactory bids, and be able to provide adequate documentation of measured peak demand reductions delivered to receive FCM payments.  Without the increase in 2007 evaluation activities and associated costs, it is possible that the CEEF bids will not be considered satisfactory, resulting in Connecticut foregoing the FCM revenues.  
The ECMB reviewed a revised 2007 evaluation plan and budget at its May 9, 2007 meeting.  The ECMB now estimates that $300,000 of additional evaluation funding in 2007 will be adequate to meet the high priority evaluation needs, much less than the $1.2 million of additional 2007 evaluation funding proposed in the Scenario 1 Plan.  The ECMB has reduced estimated costs by prioritizing the studies to be completed in 2007, and by coordinating with other states on regional studies, with the total costs being shared among the states.

The Companies have registered the late-2006 and 2007 peak demand reductions due to the CEEF programs in the FCM Transition period and are collecting Transition Period payments.  For example, CL&P is currently collecting over $200,000 per month.  Consistent with ECMB recommendations, the Companies are depositing the FCM Transition Period revenues due to CEEF demand reductions into the CEEF accounts.  The ECMB recommends that a portion of the FCM Transition Period revenues that are being deposited in the CEEF accounts in 2007 should be used to fund the additional $300,000 of evaluation costs in 2007.  

7. CEEF funding should not be provided to programs or pilots that have not been reviewed by the ECMB using the Roadmap process. 

Specifically, the Department should not allocate funding to or approve the proposed O&M pilot program for K-12 schools until it has been reviewed by the ECMB consistent with the Roadmap process.  This pilot program has not been reviewed or considered by the ECMB, and it was not part of ISE’s proposals to the ECMB for 2007 funding.

Cost-effectiveness (or at least the likelihood of cost-effectiveness) should also be assessed as part of the planning process before allocating CEEF funding to support new programs or pilots.

 

Thank you for the opportunity to submit the above comments.
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