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This draft Decision is being distributed to the parties in this proceeding for comment.  The proposed Decision is not a final Decision of the Department.  The Department will consider the parties’ arguments and exceptions before reaching a final Decision.  The final Decision may differ from the proposed Decision.  Therefore, this draft Decision does not establish any precedent and does not necessarily represent the Department’s final conclusion.
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DRAFT DECISION

I.
INTRODUCTION

A. Summary

CL&P and UI, as program administrators for the Conservation and Load Management Fund, request approval for 2008 budgets and programs submitted in their joint Conservation and Load Management Plan, which includes programs approved under Docket 05-07-14PH01.  The Department approves, with modifications, 2008 budgets and programs.  The Department also examines new legislative mandates required of the Energy Conservation Management Board due to the passage of Public Act 07-242.

B. Current Proceeding

The General Statutes of Connecticut (Conn. Gen. Stat.) § 16‑245m require the establishment of a separate conservation fund and the appointment of the Energy Conservation Management Board (ECMB) to advise and assist the distribution companies to develop a comprehensive plan for the implementation of cost‑effective energy conservation programs and market transformation initiatives.  Conn. Gen. Stat. § 16‑245m was amended by Public Act 05‑01, An Act Concerning Energy Independence (EIA), to add two representatives selected by the gas companies in this state and one representative of a municipal electric energy cooperative to the ECMB, for a total of 14 members.  Public Act 07-242, An Act Concerning Energy and Energy Efficiency (PA 07‑242), added other responsibilities to be fulfilled by the ECMB, as described herein.

C. Conduct of the Proceeding

Pursuant to a Notice of Hearing dated February 8, 2008, the Department scheduled a hearing in this matter to be held on February 26, 2008.  Hearings were held on February 26 and 29, March 18 and April 2, 2008, in the offices of the Department, Ten Franklin Square, New Britain, Connecticut 06051.

The Department recognized the following as participants to this proceeding: The Connecticut Light and Power Company, P.O. Box 270, Hartford, Connecticut 06141‑0270; The United Illuminating Company, 157 Church Street, P.O. Box 1564, New Haven, CT  06506-0901; the Office of Consumer Counsel, Ten Franklin Square, New Britain, Connecticut 06051;  Connecticut Clean Energy Fund, 242, Whippoorwill Lane, Stratford, CT  06616; Environment Northeast, 15 High Street, Chester, CT  06412; and  ISO New England, Inc., 1 Sullivan Road, Holyoke, MA  01040-2841.

II.
department analysis

A.
The Companies’ Proposed Budget and Expenditures

1.
2008 C&LM Plan -- Budget Overview

The Connecticut Light and Power Company (CL&P) and The United Illuminating Company (UI; together, Companies) jointly submitted their Conservation and Load Management (C&LM) Plan and overall budget for 2008 (Plan), as approved by the ECMB.  The Plan, submitted on October 1, 2007, presents cost-effective energy efficiency programs and market transformation initiatives that are funded from a variety of sources.  These include the Connecticut Energy Efficiency Fund (Fund), EIA initiatives supported by the Federally Mandated Congestion Charges (FMCC) on customer bills, proceeds from the Forward Capacity Market (FCM) auction, and Class III Renewable Energy Credits (RECs).  This Decision evaluates all C&LM programs, funded from all sources.

The Plan represents a continued integration of the delivery of combined electric and gas energy efficiency measures.  The 2008 Plan proposes to end supplemental incentives to southwest Connecticut (SWCT) and to reduce the programs that have been targeted to that area of the state.  Plan, pp. 9‑10.

As part of the 2008 Plan, the Companies included initiatives and associated budgets authorized in Docket No. 05‑07‑14PH01, DPUC Investigation of Measures to Reduce Federally Mandated Congestion Charges.  In that Docket, the Department approved several short‑term C&LM and demand response measures to mitigate FMCCs totaling $7.9 million for CL&P and $4.4 million for UI in 2006.  See Decision dated December 28, 2005, pp. 29 and 36.  The Department also approved short‑term C&LM and demand response measures totaling approximately $20.5 million for CL&P and $2.1 million for UI for 2007.  See Plan, pp. 22 and 32, Table A.

PA 07-242 restored full funding of the C&LM Fund on a going forward basis beginning in May 2008.  Full funding will be facilitated by allowing the State Treasurer to defease the Rate Reduction Bonds beginning in May 2008.  2008 Plan, p. 8.

The following table shows the proposed 2008 C&LM budgets as presented in the October 1, 2007 filing, as well as the budgets for short‑term measures.  As the table shows, the Companies have proposed a combined total budget of $121.3 million.
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CL&P's Proposed 

Budget 

UI's 

Proposed 

Budget 

Combined 

CL&P/UI Total 

Budget

C&LM Programs* $67,878,734 $18,085,931 $85,964,665

05-0714PH01 - EIA Programs $30,210,849 $5,083,945 $35,294,794

Total  $98,089,583 $23,169,876 $121,259,459

*includes FCM and Class III funding

Source of data: 2008 Plan, Table A1


2.
2007 Budget and Program Expenditures


Pursuant to a Notice of Technical Meeting dated June 20, 2006, issued in Docket No. 06‑10‑02, the Department conducted a Technical Meeting on July 12, 2007, at the offices of the Department to address ECMB legislative mandates and the 2007 C&LM budget and program priorities.  The Technical Meeting was attended by the Companies, members of the ECMB, Commissioner Betkoski, Department staff and other interested persons.  ECMB members stated that although the Legislature had restored $85 million to the C&LM budget, customer interest is robust for many of the programs, particularly Commercial and Industrial (C&I) programs.  As a result of this interest, the Companies stated that 2007 program expenditures would exceed the 2007 budget by an estimated $12 to $20 million, not including fund restoration.


The ECMB requested the Department to authorize funding to meet the expected $12 to $20 million shortfall meet customer demand.  In a letter dated July 27, 2007, in Docket No. 06‑10‑02, the Department authorized up to $12 million in additional funding for the 2007 budget year as sufficient to fund virtually all of the customer demand in highly subscribed programs.  The Department directed the Companies, to the extent possible, to reallocate funding from programs running under budget toward the more highly subscribed C&I programs.


In a letter dated August 15, 2007, the Companies indicated that these funds should be recovered through FMCCs.  In a letter dated August 22, 2007, in Docket No. 06‑10‑02, the ECMB indicated their support for the recovery of these funds through FMCCs.  In a letter dated September 21, 2007, in Docket No. 06‑10‑02, the Department clarified that it would allow the Companies to recover funds spent in excess of the 2007 C&LM budget, within the $12 million amount authorized, through FMCCs.  In addition, the Department allowed the Companies to spend up to an additional $3 million in 2007 from the 2008 C&LM budget to meet robust customer demand.
   The Department also directed the Companies, where practicable, to reduce 2007 and 2008 program incentives to stay within budget limitations.  In a letter dated December 3, 2007, in Docket No. 06‑10‑02, the Department authorized UI to spend an additional $1 million to meet additional customer demand.


In a supplemental filing dated January 15, 2008, in accordance with Department directives, the Companies reported their actual year‑end 2007 program expenditures as compared to their Department‑authorized budgets.  The following tables provide a comparison of the 2008 proposed budgets to 2007 budgeted and actual spending for each Company.
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Category

2008 Proposed 

Budget

2007 Actual 

Expense

2007 Authorized 

Budget

2007 Over 

(Under) Spending

Residential $23,550,664 $19,956,365 $18,200,052 $1,756,313

Commercial & Industrial $34,889,845 $47,331,045 $29,610,000 $17,721,045

Other Education $500,000 $1,139,498 $725,000 $414,498

Other - Programs/Req. $330,000 $297,267 $300,000 ($2,733)

Other - Load Management $830,000 $645,473 $2,033,167 ($1,387,694)

Other - Renewables & RD&D $350,000 $131,220 $400,000 ($268,780)

Other - Admin. & Planning $7,428,225 $8,774,464 $6,455,503 $2,318,961

Total C&LM $67,878,734 $78,275,332 $57,723,722 $20,551,610

05-07-14PH01 EIA Programs $30,210,849 $31,596,632 $20,470,968 $11,125,664

TOTAL C&LM and EIA

$98,089,583 $109,871,964 $78,194,690 $31,677,274

Source of data: Responses to Interrogatory EL-1 and 2008 Plan CL&P Table A.
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Category

2008 Proposed 

Budget

2007 Actual 

Expense

2007 Authorized 

Budget

2007 Over 

(Under) Spending

Residential $6,030,539 $3,585,857 $3,870,554 ($284,697)

Commercial & Industrial $8,717,009 $12,877,804 $6,586,428 $6,291,376

Other Education $616,448 $648,581 $615,742 $32,839

Other - Programs/Req. $49,700 $63,456 $60,474 $2,982

Other - Load Management $100,000 $12,175 $124,570 ($112,395)

Other - Renewables & RD&D $125,000 $11,400 $125,000 ($113,600)

Other - Admin. & Planning $2,447,235 $2,755,139 $2,133,592 $621,547

Totals C&LM $18,085,931 $19,954,412 $13,516,360 $6,438,052

05-07-14PH01 EIA Programs $5,083,945 $4,178,662 $4,758,018 ($579,356)

Total UI C&LM and EIA

$23,169,876 $24,133,074 $18,274,378 $5,858,696

Source of data: Responses to Interrogatory EL-1 and 2008 Plan CL&P Table A.



By letters dated July 27, August 15, and September 21, 2007, the Department authorized CL&P and UI to overspend the 2007 authorized C&LM budget by $12,000,000 (CL&P by $9,600,000 and UI by $2,400,000), an amount the Department authorized to be funded through Non-Bypassable Federally Mandated Congestion Charges (NBFMCC).  The remainder of any overspending was to be deducted from 2008 C&LM collections.  Therefore, CL&P’s overspending to be applied to 2008 collections is $10,951,610 ($20,551,610 overspent less $9,600,000 from NBFMCC), and UI’s overspending to be applied to 2008 collections is $4,038,052 ($6,438,052 overspent less $2,400,000 from NBFMCC), for a total unrecovered amount to be applied to 2008 of $14,989,662 ($10,951,610 plus $4,038,052).  In addition, CL&P overspent its EIA budget in 2007 by $11,125,664 which has been included in its NBFMCC rates.


In their 2008 C&LM budget proposals, CL&P and UI did not deduct the 2007 overspending from their 2008 budgets, but rather added the 2007 overspent amount to their funding request for 2008.


By letter dated February 25, 2008, the ECMB suggested that 2008 program funding requirements will likely be higher than the amount budgeted for 2008 since current customer demand for C&LM programs is on a similar pace to that of last year.  The ECMB suggested that any 2008 overspending be covered by use of NBFMCC funds, that the 2007 budget deficit and any 2008 budget deficit be deferred for collection until 2009, and to initiate additional funding as part of the Procurement Plan in the latter part of 2008.  ECMB Letter dated February 25, 2008.  During the hearings, the ECMB witness testified that the 2008 overspending to the proposed C&LM budget could be as high as $20 million.  Tr. 2/26/08, pp. 54 and 55.


The budget for CL&P has increased from $78.2 million in 2007 to $98.1 million in 2008, and UI’s budget has increased from $18.3 million in 2007 to $23.2 million in 2008, but rates must be increased by an additional $30 million due to actual and projected overspending for 2007 and 2008.

The Department is concerned with the apparent lack of regard for the C&LM budgets approved by the Department.  The ECMB testified that they will need to recover approximately an additional $35 million through customer rates for CL&M expenditures in 2008 because of the 2007 shortfall and robust 2008 program activity.  The Department notes that the EIA was intended to be a short‑term addition to funding, not a permanent revenue stream to increase rates through NBFMCCs.  Conservation is a valuable tool to help consumers control cost and lower electric resource requirements.  However, the Companies should not assume that program budgets will be increased in 2008 or that rates will simply be increased to collect the shortfall in C&LM and EIA expenditures for 2007 and forecasted for 2008.  The Companies must manage the programs and attempt to live within the budgets approved by the Department.  To continue to borrow from future collections is plainly an unsupportable and unsound fiscal policy that the Department will not allow or otherwise authorize.

3.
Department Approved 2008 C&LM Program Budgets


CL&P has undercollected 2007 C&LM program spending by approximately $10.5 million; in this Decision, the Department reduces CL&P’s revised 2008 C&LM budget by a total of $8,634,000.  The difference between 2007 undercollected spending and 2008 Department reductions ($10,500,000 minus $8,634,000) shall be recovered in NBFMCCs.  As shown on the table below, the Department will make the following 2008 program reductions:

[image: image5.emf]Summary of Budget Adjustments

Item CL&P UI

Marketing $534,000 $257,000

Water Htr. Control - $100,000

Power Factor $350,000 -

Residential $2,000,000 -

PRIME $250,000 -

O&M $500,000 $40,000

C&I $2,000,000 -

EIA $3,000,000 $2,000,000

    Total $8,634,000 $2,397,000



CL&P budget reductions of $2 million in C&I and $2 million in residential programs shall be allocated as determined by the ECMB and the Companies.  CL&P has also requested 2008 program expenditures exceeding 2008 budgets by approximately $26 million.  The Department notes that 2008 collections will be less than anticipated because anticipated RRB Bond defeasement did not occur on May 1, 2008 as anticipated in the 2008 Plan.  The Department determines that any overspending in 2008 shall be paid out of 2009 C&LM revenues.  In no case shall CL&P overspend by more than $15 million in 2008.  Plan Table A, p. 22; CL&P Late Filed Exhibit No. 35.  


UI has undercollected 2007 C&LM program spending by $4,038,052.  UI has projected that its 2008 CL&M program budget will be the same as originally filed in the October 2007 filing in this docket and is requested approval as filed.  The Department approves UI’s 2008 C&LM program budget of $18,085,931 as filed, minus the Department adjustments made in this Decision herein, totaling $2,397,000.  The Department approves UI’s 2007 expenditure overage, $4,038,052, minus Department adjustments of $2,397,000, for a total of $1,641,052 to be recovered in NBFMCCs.  


For 2009, the ECMB and the Companies shall each propose programs and budgets that do not exceed the revenues from the combined revenues of the CL&M Fund, Class III and FCM proceeds.  The Department will determine whether to authorize any additional funding after the Department has reviewed the integrated resource plan.  If the ECMB and Companies propose a total program budget that exceeds the combined aforementioned proceeds, it shall be done in the form of a separate, detailed budget program that reflects the requested overage amounts.  Funding for all EIA programs will end in 2008.  Any activities originally authorized under EIA that the Companies believe should continue shall be included in the budgets discussed above.  

4.
Restoration of C&LM Funding


The annual budgets of previous C&LM Plans have been significantly reduced by the General Assembly’s 2003 decision to divert resources from the Fund to the state’s General Fund and the subsequent decision to allow the Department to authorize bonding. The bonds, issued in June 2004, resulted in a one-third reduction in overall C&LM program funding through 2011.  Public Act 07-242 provides for restoration of the C&LM fund beginning in the middle of 2008.  The total amount restored pertains to future dollars and not for funds diverted in past years.  2008 Plan, p. 1.  According to UI, the target date for full restoration of the C&LM funds is May 1, 2008, and the Companies have based their budget projections for 2008 and forward on that date.  If that date were changed, it would ultimately affect the collections for the C&LM fund; however, the financial effect would be relatively small.  Tr. 2/26/08, pp. 16‑18.


In the Decision dated April 30, 2008, in Docket No 03-09-08RE01, Applications of The Connecticut Light and Power Company and The United Illuminating Company for Issuance of Financing Order – Funding for the Energy Conservation and Load Management Fund and the Renewable Energy Investment Fund, the Department, CL&P and UI, and Office of the Treasurer of the State of Connecticut agreed on the implementation steps and potential timetable for the defeasement of certain Rate Reduction Bonds (RRB) that would make additional funds available to the C&LM Fund.  Although it was anticipated by the Participants in that proceeding that the RRBs would be defeased in early May, such occurrence has yet to happen.

5.
Revenues from the Forward Capacity Market 


The Companies participate in the Independent System Operator-New England’s (ISO-NE) Transition Period Forward Capacity Market (FCM) for Other Demand Resources (ODR).  This new capacity market allows market participants to enter their peak demand savings into the capacity market during the Transition Period (December 2006 through May 2010) and bid them into the full FCM, which begins in June 2010. The bidding process for new capacity takes place three years prior to when the capacity is required. The Transition Period was established to allow adequate time for these resources to be developed and come online.  Capacity payments are earned for qualifying energy efficiency, load response, distributed generation and load management resources. The Companies have entered the peak demand savings from their energy efficiency and load management projects into the Transition Period FCM on behalf of the C&LM Fund.  The C&LM Fund has earned over $1.2 million since the inception of the Transition market.  Each Company submitted M&V Plans for their respective capacity resources, which relied on the Companies’ Program Savings Documentation (PSD) manuals, the source documents substantiating energy and demand savings for all qualified measures for C&LM Fund programs.  This bidding process will continue annually going forward for future capacity auctions.


The second Forward Capacity Auction of the FCM is scheduled to be conducted on December 1, 2008, for cleared capacity delivery starting on June 1, 2011.  CL&P has indicated that it expects to deliver 90MW of Distributed Resource capacity in that auction.  CL&P Brief, p. 4.  UI did not provide a capacity estimate.  For 2008, C&LM revenues for CL&P programs from the FCM are expected to be at approximately $1.5 - $2.0 million; for UI ODR transition payments are estimated at $500,000.  Response to Interrogatory EL-5; Tr. 2/26/08 pp. 21-22.


In its Brief, CL&P requested that the Department issue a ruling that it will be able to recover all costs associated with non-performance of energy efficiency or distributed generation assets bid into the second Forward Capacity Auction by CL&P or if the ability of CL&P to deliver the capacity for such assets is impacted by regulatory or legislative changes or if funding or funds allocated for such assets are reduced after CL&P enters a bid.  According to CL&P, Department approval is essential to CL&P’s participation in the second Forward Capacity Auction.  CL&P Brief, pp. 4-6.  As in Docket No. 06-10-02, the Department approves appropriate and reasonable costs undertaken by the Companies as recoverable if the Companies are unable to deliver the capacity for such assets due to regulatory, legislative or funding changes that occur after the Companies enter into a bid.

6.
Integrated Resource Plan for Connecticut


In the 2007 C&LM Decision, the Department ordered the Companies to include a needs assessment if they planned to increase spending for their EIA programs in 2008.  Neither CL&P nor UI submitted an assessment.  UI responded that it reduced the number of EIA initiatives and therefore was not required to provide a needs assessment.  UI Response to Interrogatory EL-20.  CL&P responded that EIA programs were proposed with the understanding that funding would be provided through NBFMCCs and forecasted activity for 2008 based on customer demand for the program.  Based on customer demand for C&LM and EIA programs and their positive B/C ratio, CL&P believes the need to fund and offer EIA programs satisfies the needs assessment.  CL&P Response to Interrogatory EL-20.


Customer demand does not satisfy the needs assessment.  Last year and again in this proceeding, the Companies and the ECMB on several occasions have mentioned that the increased demand for conservation has resulted in greater than budgeted expenditures in 2007 and is expected to result in overspending again in 2008.  One of the primary benefits of the conservation programs is that it helps customers to reduce their electric bills.  Customer demand is important, particularly for determining which programs should be offered as well as the appropriate incentive levels.  However, overall spending levels should be primarily driven by the need for resources to meet future electric demand and energy requirements.  CL&P’s indicates that no new capacity is needed until 2013‑2014.  CL&P Response to Interrogatory EL‑18.


Sections 50-53, and 62-63 of PA 07-242 create an integrated resource planning (IRP) process that evaluates 3-, 5-, and 10-year energy and capacity requirements.  The Companies submitted their IRP to the Connecticut Energy Advisory Board (CEAB) on January 1, 2008.  After the CEAB reviews the plan, it will be submitted to the Department.  The IRP forecasts a continued heavy regional reliance on natural gas and continued high electricity prices for Connecticut ratepayers.  The IRP shows significant potential net benefits associated with increased energy efficiency and participation in demand response initiatives under a range of market conditions, particularly given expected high electric prices and reliance on natural gas.  The IRP predicts that Connecticut will not face a resource shortfall during the 10‑year forecast period, taking into account the impact of DSM initiatives, the effect of Project 150, distributed generation additions, forward capacity auctions, and expected peak capacity additions.  Among other recommendations, the IRP calls for significant increases in the C&LM budget -- rising to $236 million in 2011 and peaking at $338 million in 2014 -- maximizing the use of DSM within practical operational and economic limits, to reduce peak load and energy consumption.  IRP, pp.‑ES‑1–ES‑5; D‑19.  The ECMB is in the beginning stages of the budget planning process and strategic planning as a result of the IRP process and is evaluating budget and program ramp-up scenarios.  Tr. 2/29/08, pp. 60‑65; 430‑434.


The Department cross-examined the Companies and the ECMB consultant regarding the IRP’s key recommendations.  At this time, the Department will not comment on the IRP until it has received the findings of the CEAB.  Although the IRP calls for significant increases in C&LM funding, the Department will not base the 2008 budget on the IRP recommendations.  The Department will thoroughly review the IRP 

as well as longer term budgets and program goals in a stand-alone docket, after it receives comments and recommendations from CEAB.  

7.
Avoided Cost Effect of Approved C&LM 2008 Budget


In 2007, the Companies participated in a regional Avoided Cost Study with other New England states.
  The Avoided Cost Study found little variation among the subregions in Connecticut.  The 2007 study calculated avoided costs that are approximately 40% higher than those developed in 2005, due in large part to higher natural gas prices, the expected cost of CO2 regulation and retail supply margins.  The avoided electric costs are compared to the utilities’ cost to implement the programs to determine the benefit/cost from an electric ratepayer perspective.  An increase to electric prices over the last few years has driven up the benefit/cost ratio of the C&LM programs.  Higher electric costs have also created more incentive to conserve increasing the demand by customers to participate in the C&LM programs.  


The Avoided Cost Study set the value of capacity at zero in 2008 and 2009, $62.01m‑kW‑yr. in 2010, $111.84‑kW‑yr. in 2011, increasing to $132.88‑kW‑yr. in 2013 and remaining at this level until 2027.  Plan, p. 219.  These capacity values were used by the Companies in their cost benefit analysis.  The recent forward capacity auction cleared at a much lower value of $4.25/kW/month or $51/kW/year for 2010.  If lower capacity values continue, this would lower the cost effectiveness for programs but would have the largest impact on demand response programs that primarily provide capacity benefits and no meaningful energy savings.  The Department will order the Companies to reexamine the values used for avoided capacity for their 2009 plan.  

The Avoided Cost Study also estimated the Demand Reduction Induced Price Effect (DRIPE),
 or the reduction of energy and capacity market prices that results from the reduction in demand as a result of conservation efforts.  The cost of C&LM programs impose immediate upward impacts on rates to fund current and future benefits of energy savings; however, this rate impact is offset in part, by the immediate downward DRIPE impact on rates.  The Companies have included the DRIPE effect in their Plans which has been added to the electric payer impacts.  The DRIPE effect is estimated to increase the electric benefits by approximately 15-20%, which dissipates over a few years with market adjustments.  2008 Plan, pp. 217 and 218.  Avoided Energy Supply Costs in New England:  2007 Final Report, Synapse Energy Economics, Inc., August 10, 2007; Tr., 2/29/08, pp. 300-306; pp. 596-600.


The Department believes that rate impacts are an important consideration when options are examined to meet our future resource needs.  The information provided in the 2008 Plan is important; however, the Department will require the Companies to provide the information in a different format in the future.  The Department believes it would be more valuable to see the revenue impact (electric test) and rate impact separately.  In the future the Department will require that the annual C&LM plan separately include the cost of the programs, the DRIPE effect and net rate impact as provided in CL&P’s response to Interrogatory EL‑15.  This analysis indicates that the gross cost to ratepayers of CL&M programs in 2008 of $67.8 million is offset to a large measure by the DRIPE effect resulting in a net increase in rates of $18.9 million or 28% of the total C&LM program budget in 2008.

In the future, the ECMB should attempt to minimize rate impacts by reducing non-electric spending, increasing programs with the greatest benefit cost ratios and continuing to emphasize programs that reduce peak demands and consumption during critical peak hours.  

8.
Fuel Oil Conservation Funds


Section 116 of P.A. 07-242 established a 13-member Fuel Oil Conservation Board and authorizes the collection of revenue from petroleum products gross receipts tax, up to $10 million.  The ECMB and the Companies indicated that C&LM programs are taking a “comprehensive business energy solutions” approach toward providing energy efficiency services to C&I customers. 2008 Plan, p. 15.  The Department directs the ECMB to work with the Fuel Oil Conservation Board to provide comprehensive all‑fuel delivery of low income and C&I programs and to provide funding from the petroleum products gross receipts tax of oil-saving efficiency upgrades for C&I and low income programs.  In the next annual filing, the Companies shall report on the collaboration with the Fuel Oil Conservation Board on these efforts.  

D. Energy Independence Act Near-term Measures


C&LM initiatives established under the EIA began in 2006 in response to the need for capacity resources and a concern about system reliability in Connecticut.  These programs were an extension of the then current C&LM programs.  CL&P and UI propose to spend $30.3 and %5.1 million, respectively in 2008 on EIA programs.  The vast majority of this expense is for demand response initiatives.  Other legislative initiatives were also enacted to respond to the resource deficiency.  Since then, the Department has approved construction of over 900 MW of new generation which is expected to begin operation over the next two years.  This includes 600 MW of natural gas fired base load generation, two peaking plants and 125 MW of renewable generation.  In addition, the Department has implemented a DG grant program that has approved over 300 MW of emergency generation and combined heat and power facilities.  In addition, the first phase of transmission upgrades is complete and CL&P has indicated that Phase 2 of these upgrades is expected to be completed by mid‑2009.  The first Forward Capacity Auction has been completed and 848 MW of demand resources were accepted in Connecticut with prices clearing at the floor price.  Tr. 2/26/08, p. 68.  Finally, in Docket No. 08-01-01, the Department is currently reviewing proposals for peaking generators that could add approximately 500 MW of peaking capacity by 2011.


The Department has supported demand response efforts in the past and believes that demand response will continue to play an important role in meeting our resource needs in the future.  However, the need to add additional demand response at this time and the role of utility incentives must be reexamined.


The addition of generating capacity, customer participation in demand response programs and transmission upgrades have reduced the need to add additional resources.  In addition, capacity prices are considerably lower than expected, reducing the benefits associated with demand resources.  More importantly, emergency generation is limited to 600 MW in the Forward Capacity Auction to receive full payment and ISO‑NE does not allow demand resources to participate in the locational forward reserve market and also does not include the demand response capacity when determining Connecticut’s need for reliability must run contracts.  These rules limit the economic benefits that demand resources could provide.  The Forward Capacity Auction market has also brought into question the need for utility subsidies.  The markets are being developed to incorporate demand resources.  The Forward Capacity Auction received an overwhelming response from demand resources that cleared at the floor price.  The floor price of $51‑kW/yr. compares to total demand response program costs that were estimated to be approximately $110‑kW‑yr.  UI Response to Interrogatory EL‑10.

The Department appreciates the efforts of all those involved in successfully meeting the resource challenge over the past few years.  However, the EIA short‑term measures were meant to be just that.  Given the response and success of these actions, EIA will end in 2008.

The Department has already rejected the extension of two third party demand response contacts with EnerNOC and DemandDirect in letters dated March 28, and April 2, 2008, respectively.  The Department sees no reason to change its decision at this time.  These were short‑term contracts so there should be no surprise that they are not being extended.  This will reduce program spending by approximately $14.4 million in 2009.  Similarly, the Department will not approve the Direct Load Control Program.  This program requires a long-term commitment and given the uncertainty in the energy markets, changing technology and the capability of non‑utility vendors to offer such a program the Department is unwilling to engage in a long‑term program of this nature at this time.

Further, because capacity prices are fixed until 2010, additional demand resources will provide limited incremental benefit during the transition period.  Thereforem CL&P and UI should slow their recruitment of new customers through their load response programs.

The proposed budget for CL&P’s gas efficiency program was increased from $0.9 million in 2007 to $7.9 million for 2008.  CL&P’s indicates that that $6.5 million has already been committed for 2008.  CL&P Response to Interrogaroty EL‑8.  The Department therefore will make no specific adjustment to the Gas Efficiency program for 2008; however, the Department anticipates that gas chillers will be included in the Efficiency Partnership program to be implemented by the Department.  Therefore, it is expected that 2008 will be the last year that this initiative is funded under the C&LM programs.

Almost $9 million of CL&P’s 2008 EIA budget is for supplemental payments to existing demand response projects.  These payments supplement capacity payments from the ISO‑NE to provide a total payment of $80‑kW‑yr.  The Companies propose to continue the supplemental payments at their current levels in 2008 and 2009, and to reduce them to $64.85/kW/yr. from January 1, through May 31, 2010, and then to $54/kW/yr. for the remaining months of 2010.  CL&P Response to Interrogatory EL‑7.

The Department believes that phasing the payments down is appropriate.  These projects were not approved under short‑term contracts as those with third party vendors.  The Department will modify the proposal to accelerate the phase down of these payments.  The Department will allow supplemental payments to bring the total capacity payment to $65/kW/yr. for 2009 and to $51/kW/yr. beginning January 1, 2010.  All supplemental payments will end June 1, 2010.  Finally, as discussed more fully below, the Department will reject UI’s proposed Direct Load Control program.

The Department has ordered a number of changes in this Decision to the EIA programs.  The Department approves a budget of $26 million for CL&P minus any amount due to the termination of third party demand response contracts.  This represents a reduction of $1 million for the Direct Load Control program and an additional $2 million to be determined by CL&P.  The Department will reduce UI’s EIA budget by $2 million.  This represents $700,000 from the Direct Load Control program and an additional $1.3 million to be determined by UI.  The Department therefore approves an EIA budget of $2.3 million for 2008 for UI.

C.
C&LM Programs

1.
Focus on SWCT


From 2002 through 2007, the C&LM Fund took specific actions to alleviate potential electricity shortages and reduce congestion in southwest Connecticut (SWCT).  These actions were taken to address the Department’s concern about reliability and transmission capability in that region of the state.  In the 2008 Plan, the Companies proposed to treat Connecticut as a whole versus the geographic targeting of past years.  This change is due in part to cumulative savings that were achieved in SWCT of 76 MW from the C&LM initiatives, 235 MW from EIA programs and the completion of a new transmission line from Bethel to Norwalk which resulted in the FERC designating Connecticut as part of the price zone shared by the other New England states.  These actions will significantly reduce the FMCCs that have been assessed to Connecticut ratepayers.  CL&P continues to fully staff the Stamford C&LM office it opened in 2004 to provide additional support to the targeted critical towns in SWCT.  2008 Plan, pp. 9 and 10.  CL&P has eliminated the differentials in incentives between projects located in SWCT versus the rest of the state.  In 2008 and future years, CL&P will focus its efforts on projects that target peak demand, rather than targeting SWCT.  Tr. pp. 27 and 28.

2.
EESmarts™


An evaluation of the eeSmarts™ program was conducted in 2006 and was reviewed in Docket No. 06‑10‑02.  Based on deficiencies identified in the 2006 evaluation, it was suggested that the responsibility for this program be transferred to the ISE.  The Companies argued against this proposal stating that evaluations are intended to provide an opportunity for program administrators to correct deficiencies.  The Department directed that eeSmarts™ remain under the guidance of the Companies to allow time to correct the problems that had been identified.  In addition, the Department ordered that a follow‑up evaluation be conducted during 2008 to determine whether the Companies had taken corrective actions.  2007 C&LM Decision, pp. 21‑23.


In the instant proceeding, the Companies request that the Department accept current eeSmarts™ teacher training session surveys in lieu of the full program evaluation that has been ordered.  The Companies state that these surveys provide solid evidence of the positive reaction of the educational community to the eeSmarts™ program and that the use of the surveys would avoid the significant expense of conducting a further formal evaluation.  Motion No. 20.


The Department does not believe that teacher training session evaluations can replace the comprehensive follow‑up evaluation that has been ordered for this program.  Therefore, Motion No. 20 is denied.  The Department looks forward to the follow‑up evaluation of this program.  The Companies are reminded that although the Department supports educational initiatives, continued support for individual initiatives is contingent upon demonstrable success within each program.

3.
Institute for Sustainable Energy


Located on the campus of Eastern Connecticut State University (ECSU), the Institute for Sustainable Energy (ISE) focuses on energy education, disseminating information on energy alternatives and sustainability, the promotion of efficient and renewable resources and protection of the environment.  ECSU offers undergraduate curriculums in Sustainable Energy Studies, Environmental Management and Business and ISE utilizes student interns from these areas of study to conduct research, identify energy alternatives/solutions and to assist in conducting its day‑to‑day business.


The activities of the ISE support the energy policy goals of the Department, ECMB and Connecticut through such programs as the Green Campus Initiative, Energy Education Curriculum, and Building Inspector Energy Code Training.  In addition, ISE has developed a building O&M course for school maintenance (K‑12 Training), was instrumental in supporting passage of legislation to raise building standards for state buildings and public schools, supports legislative initiatives regarding fuel diversification for expanded use of biodiesel to offset fossil fuel dependence and is actively involved in public presentations on a wide variety of energy‑related material.  ISE is also involved in the development of the energy information website, ctenergyinfo.com.  Late Filed Exhibit No. 13.


The ISE’s budget has varied over time, and like all program spending, was affected by the redirection of C&LM funding in 2003.  The budget continues to vary, reflecting a process under which ISE requests annual funding based on the upcoming years’ projects and proposed expenditures.  The ISE testified that in addition to C&LM funding, it regularly pursues grants to fund specific projects or to bridge the gap between direct funding from C&LM revenues and its budget.  However, the uncertainty of this type of budgeting makes it difficult to build an organization or hire the personnel necessary to move forward with long‑term goals and projects.  As a result, the ISE requests that the Department consider multiple year funding to provide budget certainty to allow it to better plan for future development.  Tr. 2/26/08, pp. 170‑180; Late Filed Exhibit No. 12.


The Department has monitored the ISE for several years and finds the Institute to be a valuable resource.  Further, the variability of ISE’s current funding makes it difficult for the Institute to conduct long‑term planning or to build an organization of qualifed personnel.  As a result, it is reasonable to provide the ISE with budget certainty going forward.  In addition, because C&LM revenues will return to full funding during 2008 it is reasonable to establish a multiple year budget for ISE.  Based on the foregoing the Department will establish a 5‑year budget (2008‑2012) for ISE at $600,000 annually.  This ruling does not preclude ISE from requesting addition C&LM funding during this period should there be a need to do so.

4.
Input from Vendors and Interested Persons


The Department notes that the delivery of most C&LM programs is through vendors, selected by the Companies through a competitive bid process.  Over the course of the development of C&LM programs, the ECMB has developed a “Roadmap” that outlines the input and dispute resolution process by which vendors or other interested persons can present their issues to ECMB, the Companies, and then the Department.  By and large, however, the ECMB and the Department receive the viewpoint and perspectives of the Companies as program administrators in the presentation of the annual C&LM Plan and at ECMB meetings.  The Department believes that obtaining direct input from C&LM vendors, former vendors, aspiring vendors, and other participants in the C&LM process would be valuable in understanding and improving existing C&LM program delivery and customer satisfaction.  To that end, the Department will schedule a technical meeting in which these persons can meet directly with the ECMB and Department staff.  Because vendors’ livelihood is dependent on being selected as contractors by the Companies, the Department will close this meeting is to CL&P and UI.  The Department emphasizes that the purpose of this meeting is to discuss program administration, delivery and customer satisfaction, not as a forum to introduce new technologies and devices.  CL&P and UI, as program administrators, and as outlined by the Roadmap process, are best equipped to review new technologies and devices.  The Department will work with the Companies and the ECMB to develop a notification list and schedule a meeting.

5.
Residential Programs

a.
Home Energy Solutions


Home Energy Solution (HES) was approved in the 2007 C&LM Decision and reflects the realignment of three separate residential programs; the Residential Heating and Cooling Program, Residential Audit Program, and the Energy Efficiency Loan Program into a single offering.  The realignment created an “umbrella” to deliver a number of conservation and load management measures available to residential customers and promote a “one stop shopping,” “one home at a time” approach to residential energy efficiency programs.  The Department approved a 2007 budget of $6.1 million.  2007 C&LM Decision, pp. 19‑21.


The Companies indicate that the program has been well received and has grown from the four to six technicians and three crews that operated the program in 2006 to the 70 technicians and 20 crews that have been trained and are currently working in the field under HES.  As a result of HES, the Companies believe that a residential energy efficiency industry is being developed in Connecticut, an industry that will help customers for many years to come.  The Companies believe that HES will eventually become a market based program.  As a result, the Companies plan to develop a formal training and certification program in 2008.  For 2008, CL&P has budgeted $8.5 million while UI has budgeted just over $2 million.  2008 C&LM Plan, p. 80; Tr. 2/29/08, pp. 332‑335; Table A1.


The Companies go on to state that HES is offered free of charge to residential customers that heat their home with natural gas or electricity and that a HES visit typically involves two technicians working for one‑half day to conduct an audit and perform the necessary services in the home.  The Companies note that while the target market is high‑use residential customers (i.e., homes that heat with electricity and natural gas), it is important that those who do not meet these eligibility criteria are not overlooked.  As a result, HES is available to customers that heat their homes with propane or oil.  However, these customers are assessed a $300 co‑pay when the full range of services is performed.  Tr. 2/29/08, p. 332.


Additionally, the Companies recognize that there are many customers that do not require all of the services offered under HES.  These include smaller homes, those without forced air heating and air conditioning systems (i.e., no potential duct sealing opportunities) and homes that heat with oil.  To accommodate these customers, the Companies provide a streamlined version of the program “HES Light” which is available at no charge to consumers that fit this profile.  HES Light typically requires the labor of a single technician for two hours and does not include all the services performed under the main program.  Id.  The Department directs the Companies to work with the ECMB and the Fuel Oil Conservation Board to obtain funding to contribute to the HES program servicing participants with homes that heat with oil to reduce the current co‑payment.


HES is a joint natural gas and electric offering and is promoted to high‑use electric customers, customers with central air conditioning and or high‑use natural gas customers.  The program comprises three components; In‑Home Energy Services; Heating & Cooling System Efficiency; and, Consumer Financing.  HES began in 2007, and has grown to become a popular and cost‑effective residential energy efficiency program.  The Companies have done an outstanding job moving this initiative forward in a relatively short period of time.  The Department commends the ECMB, UI and CL&P’s efforts regarding this program.


At present, the Companies do not market the HES Light program through print or online promotional information.  However, it is important that all consumers be made aware of all aspects of this program.  Therefore, the Companies will be directed to include information about HES Light going forward.  Regarding the budget for this program, the Department finds the proposed budgets to be reasonable with the exception of marketing costs discussed herein.

b.
Air Conditioner Rebate Program


Section 3 of Public Act 07‑242 requires the ECMB, in consultation with CL&P and UI to develop a program to provide rebates to residential customers of electric distribution companies who replace an existing window air conditioning unit (Window AC Program) that does not meet the federal Energy Star standard with a unit that meets said standard.  The program is to be in effect from January 1, to September 1, 2008, and the rebates are to be structured based on the retail price of the replacement air conditioner.  Further, the ECMB, in consultation with the Low‑Income Energy Advisory Board, shall determine the parameters of the program with regard to residential customers who live in apartments.  The Window AC Program must also provide for the disposal of the returned air conditioners in an environmentally responsible manner.  The following table shows the rebates that must be offered for window air conditioners.
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Window Air Conditioner

Amount of Rebate

$100 to $200 $25

$201 to $300 $50

> $300 $100


In addition to the Window AC Program, the ECMB must establish a program to provide a rebate of $500 to residential customers who replace an existing central air conditioning unit (Central AC Program) that does not meet the federal Energy Star standard with a unit that meets said standard.  Finally, the Act requires that the ECMB submit a report to the Legislature regarding the overall performance of these programs.

Regarding the Central AC Program the Companies state the Act requires that a $500 rebate be provided for central air conditioning systems with at least a 14 Seasonal Energy Efficiency Rating (SEER) and an 11.5 Energy Efficiency Rating.  However, the Companies indicate that the benefit/cost ratio is less than 1.0 for 14 SEER systems if a $500 rebate is provided.  Thus, a $500 rebate for 14 SEER units is not cost‑effective.  However, a $500 rebate is cost‑effective for the more efficient 15 SEER system.  As a result of this analysis, the Companies propose to offer a $300 rebate for 14 SEER units and a $500 rebate for 15 SEER units.  2008 C&LM Plan, p. 79.


The Companies go on to state that the Act allows changes in the rebate amounts if the prescriptive values are not found to be cost‑effective.  Further, based on initial program screening and the prescribed rebates this effort is only marginally cost‑effective.  Therefore, the Companies believe that rebate amounts will need to be adjusted.  If the Companies and ECMB cannot reach a cost‑effective solution, they will notify the Department and allocate these dollars to other programs.  2008 C&LM Plan, p. 57.


The Companies testified there was a very limited response to the RFP that was issued to conduct the Room AC Program.  As a result, only six retailers statewide have been selected to participate in the program.  Under the program, participating retailers will collect and store the air conditioners that are turned in until the units are retrieved by a vendor who will dispose of them in an environmentally friendly manner.  To control costs, the Companies will require participating retailers to assist in marketing this program.  Tr. 2/29/08, pp. 320‑327.


Based on prior turn‑in programs that have been conducted in recent years, the Companies have estimated that they will provide rebates for approximately 16,000 window air conditioners (CL&P 11,000 and UI 5,000), will incur program costs of $2.3 million and will achieve annual demand savings of 1,698 kW.  CL&P and UI Table B.


The Department has reviewed the proposed Room AC Program and finds that it is reasonable and fulfills the directives of the Act.  Therefore, this program is approved as submitted.

c.
Water Heater Control Program


UI proposes to implement a Water Heater Load Control program that would expand the use of load control devices for residential customers who use electricity to meet their domestic hot water needs.  The objective of the program is to promote and support the installation of UI‑owned and maintained load controls on customer‑owned electric water heaters.  In support of its proposal, UI cites the Department’s directives in the Supplemental Decision dated August 30, 2006 in Docket No. 05-06-04, Application of The United Illuminating Company To Increase Its Rates and Charges, in which the Department discusses controlling peak domestic water heater load.  Decision, p. 16; 2008 Plan, p. 89.


UI states that 89,000 or approximately 28% of its customers have electric hot waters and of these customers, approximately 24,000 are currently participating in UI’s water heater rental program or have customer‑owned water heaters with load control devices.  Therefore, about 26% of all residential electric water heaters have control devices that limit on‑peak consumption.  UI goes on to state that of the 65,000 remaining customers, 35%, or about 22,750 have waters heaters with capacities of 80 gallons or greater.  These customers would be the target market for this program. However, customers with tank sizes less then 80 gallons would be considered as a secondary target since these smaller capacity tanks are not well suited for optimum off‑peak operation.  Customers with waters heaters less than 80 gallons would be advised that their installation may be problematic and referred to UI’s rental program in order to gain the greatest benefit from off-peak load control.  Id.


UI indicates that the program will encourage customers who own their own water heaters to request a load control timer and be moved to the residential time‑of‑use Rate RT if not already on that rate.  These controllers, which would be provided and installed at no cost to the customer by UI (like those utilized in the water heater rental program), would disable the heater’s lower heating element during the hours of 7 a.m. to 11 p.m.  UI states that all participants would be provided with an education package regarding ways to maximize the benefit of Rate RT.  A key component of the marketing and education activities associated with the program will be to communicate the importance of residential load control as a key strategy in mitigating the peak demand-induced cost penalties incurred by Connecticut customers.  UI proposes to recover the capital and installation cost of the hardware through rate base.  However, marketing, promotion and customer service for the load control devices would be supported through the C&LM Fund.  Id.  UI anticipates that this program would result in approximately 215 customers requesting a load control device for their water heater.  Late Filed Exhibit No. 26.  Under this program UI would not control the heater with a meter‑based strategy.  Instead, the Company would install a timer on the customer’s water heater.  Tr. 2/29/08, pp. 348‑352.


The Department has reviewed this program and finds that it would be costly to administer a program that would acquire about 200 additional Rate RT customers.  Therefore, this program is denied and UI is directed to reduce its budget accordingly.  The Department believes it would be better to target these customers through the revised “Wait til 8” campaign discussed herein.

d.
Low Income Programs

CL&P indicated that approximately 72% of the low income population lives in rental units and the Companies agreed that renters probably constitute a group with lower income than homeowners.  CL&P indicated that homeowners comprise approximately 50% of customers receiving services from the WRAP program.  UI testified that it does not track its low income program participation data by home ownership.  CL&P testified that reaching homeowners can be more challenging than renters since multifamily renters can be contacted and serviced in common dwellings.  However, many homeowners are fixed income elderly who qualify for low income programs and are therefore more readily identified.  CL&P Response to Interrogatory EL-37; Tr., pp. 480-482. 

The Department believes the Companies have done a satisfactory job in servicing low income groups.  However, the Companies should work toward servicing a proportional number of renter households that represent the neediest portion of the low income population.  The Department will direct the Companies to track all low income program participation by homeownership status.


Both CL&P and UI deliver comprehensive fuel blind services to low income customers in the WRAP and UI Helps programs, respectively.  In Docket No. 06-10-02, the Department authorized UI to pay for oil conservation measures, but limited funding to 25% of the low income budget.  Decision, Docket No. 06-10-02, p. 23.  UI testified in this docket that it spent $140,000 in oil customer homes in 2007.  As indicated in the section above, the Companies and the ECMB shall work with the Fuel Oil Conservation Board toward the funding of oil-saving efficiency upgrades in the WRAP and UI Helps programs.  As the oil and gas conservation programs expand and are integrated into this and other programs, the subsidy by electric ratepayers to other fuels should be reduced.  


In Docket No. 07-10-02, the Department approved a request from Neighborhood Housing Services (NHHS) for $200,000 of C&LM funding to be spread over a three‑year period.  NHHS intends to use these funds to open a state‑of‑the‑art home improvement “laboratory” in New Haven to assist lower income homeowners in learning about basic energy efficiency and basic maintenance.  NHHS indicated that this funding would allow it to seek other grants toward their goal of $1.6 million.  Retrofitting an existing structure in New Haven, NHHS will conduct classes to New Haven residents on energy efficiency and basic home repairs to make home ownership more affordable to limited income home buyers.  However, anyone living in Connecticut may participate. 


UI indicated that the first installment of the $200,000 allocation, $66,000, was released to NHHS in the fall of 2007 for the renovation of a New Haven building.  The second payment will be released in mid-2008.  The Energy Laboratory is expected to open in June 2008.  Tr. 2/29/08, pp. 489‑891; 2008 Plan, p. 85.

6.
Commercial and Industrial Programs

a.
Energy Conscious Blueprint

The Energy Conscious Blueprint (ECB) program aims to capture lost opportunities in new construction and equipment replacement to create long-term kW and kWh benefits, and raise the professional standards of building design and construction in Connecticut.  The Companies indicated that demand for Energy Conscious Blueprint is strong, but less robust than retrofit programs.  The Dodge Report, which tracks the total square footage of new construction in Connecticut, has remained relatively constant from 2007 to 2008.

In 2004, Connecticut adopted the ASHRAE (American Society for Heating, Refrigeration and Air Conditioning Engineers) 90.1-2001 standard as the new building code for the State, which requires significantly higher energy efficiency standards than the previous code.  As of January 1, 2005, the Companies applied the revised code baseline from which to measure efficiency improvements, i.e., the new standard building code practice.  

The Companies testified that a new building code is expected be passed by legislation in Connecticut and to go into effect at the end of 2008.  The new 2006 International Energy Conservation Code (IECC) draws heavily on and in some cases is more stringent than the 2004 ASHRAE code.  The adoption of this code would place Connecticut at the forefront of states, along with Rhode Island and New Jersey, in adopting the most stringent energy efficiency building code.  Tr. 4/2/08, pp. 591-595.  As in the last code revision in 2003, the Companies must work aggressively to educate the architectural, engineering and building community to raise design and building practices to conform to the more stringent code.  The Companies will also need to reset the baselines, participant incentives and Companies’ performance incentives due to the stricter efficiency standards.  If the Code is upgraded, customer incentives should be reduced for 2009.  The Department looks forward to keeping apprised of the progress of the next phase of the ECB program.

b.
CL&P PRIME Program

The CL&P Process Reengineering for Increased Manufacturing Efficiency (PRIME) Program is administered within the CL&M ECB program.  CL&P has budgeted $500,000 for this program in 2008.  In this program, CL&P sponsors 3- to 4-day Lean Manufacturing events to increase manufacturing productivity for eligible business facilities.  A third party study was conducted by Energy Resource Solutions in 2007 on the Prime program. (ERS Study)
  The study found that none of the PRIME projects evaluated had a positive B/C ratio.  The ERS Study estimated the average cost of five PRIME events at $0.196/kWh.  The ERS Study also found that CL&P had in many cases incorrectly, poorly justified or over-estimated program savings.  Among other suggestions, the ERS Study recommended:

· reducing the measure life from 10 years to 5 years.

· prioritizing consistently manufactured products rather than “job lot” productions to increase persistence of energy savings.

· prioritizing types of Lean Manufacturing productivity improvements that result in energy savings:  reducing changeover time, downtime, set-up time, etc.


An effort to improve manufacturing productivity is a laudable goal, but electric ratepayers should not be required to pay for programs costing nearly 20 cents/kWh.  Although the PRIME program is not a big budget item, the strong C&I customer demand and upward pressure on the C&LM budget are reasons to allocate resources toward other more cost-effective programs.  The Department will reduce funding for this program by $250,000 but will not discontinue this program in 2008.  However, if CL&P wishes to continue this program in 2009, it must make significant program improvements to create a stand-alone cost-effective PRIME program with B/C ratios that are in line with other C&I programs.  The Department looks to the ECMB, its consultants and CL&P to either revamp or discontinue this program.  Alternatives could also include increasing co-funding from other sources such as the Department of Community and Economic Development and the gas and oil funding mechanisms.  If the program is recommended in the 2009 Plan, CL&P must include a detailed PRIME budget and B/C estimates in the Plan.

c.
Small Business Energy Advantage Program


Both Companies indicated that SBEA program incentives have been reduced from 50% to 40% since January 2008.  The Companies indicate that while the SBEA customer demand is strong, the program is not significantly oversubscribed.  Both Companies will continue to monitor the level of customer demand and indicated that they will evaluate program incentives if SBEA is over budget.  Tr. 2/29/08, pp. 284-285.


The Companies reported that they continue to in legal negotiations with the Department of Administrative Services (DAS) to administer the State Buildings energy efficiency initiative through the SBEA program.  The Department will direct the Companies to submit a description of any finalized agreements with regard to the State Buildings initiative.


At present, CL&P uses 12 vendors to operate its SBEA program while UI utilizes ten vendors.  The Companies state that its vendors market this program and are therefore responsible for the majority of leads generated for this program.


The Department believes that CL&P should expand the number of SBEA vendors to 18 at this time.  Therefore, the Department will require CL&P to issue an RFP to increase the number of vendors by September 1, 2008.

d.
O&M Programs


Part of the Companies’ O&M Services program underwrites a Building Operator Certification (BOC) program contracted out through Northeast Energy Efficiency Partnerships (NEEP), another portion supports the retrocommissioning initiative, and a small portion of the O&M budget supports the ISE K-12 Facility Manager Training Program.  The Companies are looking for alternative approaches to promoting energy efficiency in O&M services to Connecticut’s business customers.  Two approaches, BOC training and retrocommissioning, while effective, have proven to be expensive.  In 2007, the Companies recognized that there was a need to develop different options in 2007 to deliver O&M programs to customers and reported on their efforts in the 2008 C&LM Plan.  2008 C&LM Plan, pp. 12-14; Tr. 2/29/08, pp. 285-295.


The 2008 C&LM Plan describes the effort to revamp O&M services.  The ECMB and the Companies are working toward piloting a new O&M approach, the Business Energy Challenge.  The pilot program would address C&I customers’ behavioral changes:  operational, purchasing, and senior management decisions to work toward a goal of total energy resource management.  CL&P testified that the retrocommissioning approach is a vendor approach; it is very expensive and does not necessarily address senior management behavior.  2008 C&LM Plan, pp. 12-14; Tr. 2/29/08, pp. 285-295.  The Department will await the results of the Companies’ latest effort, Business Energy Challenge, to deliver O&M efficiency improvements.


The Department believes that the Companies are still on the learning curve with regard to the most cost-effective approach to improving C&I customers’ O&M efficiency:  BOC, retrocommissioning, BEC or a combination thereof.  The Department believes that all approaches should embrace an “all fuels” approach to saving energy in O&M practices, and the Companies should work actively to obtain contributions from the gas and oil conservation funds to pay for fossil fuel savings.


The 2008 O&M Services budget for CL&P is $1.89 million, a requested increase of approximately $500,000 from 2007.  UI has budgeted $362,000 for 2008, an increase of $40,000 from 2007.  Given the high customer demand for other C&I programs and that the Companies are still working toward developing the best approach to service O&M customers, the Department will retain the O&M budgets at the 2007 levels.  CL&P and UI shall allocate $500,000 and $40,000, respectively, toward other over-subscribed C&I programs, such as EO and SBEA.


In Docket No. 06-10-02, the Department authorized $200,000 of C&LM funds to develop a pilot training and education program for facility maintenance and management personnel in K-12 school systems to be undertaken by the ISE.  To date, the ISE has designed a six-session monthly day-long BOC for school facilities managers and head custodians that includes:  energy accounting, benchmarking, and auditing; preventive and predictive maintenance; cost benefit and lifecycle analysis; participation in C&LM CCEF, DG and Demand Response programs; energy efficient technology; and indoor air quality.  Also, the ISE will conduct a one-day program for facility managers.  Mr. William Leahy, director of the ISE, indicated that $24,000 was spent on the pilot in 2007.  Mr. Leahy indicated that a non-profit organization cannot bill on completed services, as can vendors; non-profit organizations need to allocate resources prospectively on available grant dollars.  The Companies indicated that future invoices can be billed on a prospective basis, with proper documentation.  Tr. 2/26/08, pp. 147-150.


Although the monthly K-12 training program will not be completed by the time of the next filing, the Department will direct the ISE to submit a progress report and participant evaluations to the Department at the time of the next filing.  The Department also will require ISE to measure cost-effectiveness (electric savings) cost of the program and electricity and all-fuels savings (1) 6 months and (2) 12 months after participants’ completion of the course.  As indicated in Docket No. 06-10-02, ISE, as administrator of C&LM funds for this program, will be subject to the same standards of program oversight and cost-effectiveness as the Companies are for other programs administered under the Plan.  ISE shall work with the Companies to assure that the cost/benefit methodologies and calculations are consistent with those of the Companies.


The Department believes that the ISE K12 pilot program shows promise as a relatively inexpensive alternative to increasing O&M efficiency in C&I buildings.  The ISE offers a comprehensive, all-fuels “classroom and homework” approach toward training building professionals and its in-house delivery, rather than hiring a third party vendor, is instrumental in keeping costs low.  The Department is awaiting the results of the K-12 pilot program; however, if the program is found to be cost effective, the Department will look toward expanding ISE funding and its approach toward training building professionals.  This may be in the form of additional funds for training of school building professionals and for training building professionals in other industry sectors.  Given the strong customer demand for energy efficiency programs, the Department will look toward expanding funding of the most cost effective alternatives for improving O&M efficiency.  

e.
Municipal customers


The Companies submitted summary data on municipal projects in compliance with Order No. 8 in Docket No. 06-10-02.  In future filings, the Department directs each Company to submit data on municipal projects as part of the standard filing on the EO and ECB filings, respectively.

f.
CL&P Power Factor Improvement Program


CL&P proposes to offer the Power Factor Improvement Program during 2008 for customers taking service under Rate 55 stating that these customers will be transitioned to kVa billing in July 2008.  CL&P states that this program offers prescriptive incentives for eligible customers to raise the power factor at their respective facilities to the rate class average point (revenue neutral) and has budgeted $350,000 for this initiative.  The incentives are meant to offset the capital cost required for power factor improvement.  CL&P notes that this is a continuation of the Power Factor Improvement Program that was conducted in 2004 and 2005 for customers taking service under Rates 57 and 58.  C&LM Plan, p. 195.


CL&P will not implement kVa billing for Rate 57 customers during 2008.  Therefore, it is inappropriate to fund this program at this time.  Therefore, this program is denied.  As a result, CL&P is directed to reduce its C&LM budget by $350,000.

7.
Financing For C&I and Residential Projects

a.
On‑Bill Financing


Pursuant to the Decision dated May 28, 2003, in Docket No. 03‑01‑01, DPUC Review of The Connecticut Light and Power Company’s and The United Illuminating Company’s Conservation and Load Management Programs and Budgets for Year 2003 and 2004, the Department discussed the benefits of on‑bill financing and required CL&P to move forward with implementing this process.  Decision, pp. 18‑20 and 25‑29.


In 2005, the Department granted CL&P’s request to delay implementation of on‑bill financing to coincide with the activation of CL&P’s new customer service system in April 2007.  In that Decision the Department expressed its concern regarding the cost of this program.  Specifically, CL&P’s original estimate had doubled, increasing from approximately $100,000 to over $200,000.  See, Decision dated March 30, 2005, in Docket No. 04‑11‑01, DPUC Review of CL&P and UI Conservation and Load Management Plan for Year 2005, p. 27.


In 2006, under Docket No. 05‑10‑02, CL&P indicated that its on‑bill financing system would be implemented in 2007.  See, Decision dated June 7, 2006, in Docket No. 05‑10‑02, DPUC Review of The Connecticut Light and Power Company and The United Illuminating Company Conservation and Load Management Plan for 2006, pp. 4‑6.  Order No. 5 of that Decision required CL&P to submit its plan to move forward with on‑bill financing as well as the Company’s plan to market this program to its C&I customers.  In a filing dated July 14, 2006, in Docket No. 05‑10‑02, CL&P indicted that it was on track to implement on‑bill financing for C&I customers when it activates its new customer service system, scheduled for April 2007.


In the instant proceeding CL&P states that it cannot offer on‑bill financing.  Therefore, CL&P continues to require separate billing for its C&LM loans and that this loan structure will continue until the Company’s C2 billing system “goes live” in May 2008.  CL&P states, “as soon as the C2 system becomes live, which is targeted for May at this point . . . all new customers will go into the new system.  Per your request in the prior year, we can send a letter to existing customers and any customers that want to have their loan converted to on the bill, we can accommodate that.”  CL&P goes on to state that the Company’s C&LM group is also looking forward to offering on‑bill financing but that it cannot move forward with this requirement until the C2 system is operating.  C&LM Plan, p. 186; Tr. 2/29/08, pp. 379‑383.


The Department required CL&P to implement on‑bill financing over five years ago.  Despite approving delays in implementing this requirement and assurances from the Company that on‑bill financing was on‑track for implementation in 2007, the program has yet to begin.  In the instant proceeding the Company again assures the Department that on‑bill financing is imminent.  Based on CL&P’s testimony, on‑bill financing should be operational as of the date of this decision.  Based on the foregoing, the Department will require CL&P to provide an update regarding implementation of the program, the information that is being provided to existing loan customers regarding the ability to transfer current loan payments to an on‑the‑bill repayment structure and the final cost of the initiative.

b.
Residential Customers

The Decision dated June 7, 2006 in Docket No. 05‑10‑02, DPUC Review of The Connecticut Light and Power Company and The United Illuminating Company Conservation and Load Management Plan for 2006, (2006 C&LM Decision) required the Companies to submit information in their 2007 C&LM Plan regarding the potential to implement on‑bill financing for large ticket items for the residential class.  2006 C&LM Decision, p. 4; Order No. 6.


In compliance with this directive the Companies submitted information about residential financing in their 2007 C&LM Plan.  In that filing, the Companies identified a number of issues that would make it difficult for them to offer such a program.  Pursuant to the Decision dated May 23, 2007, in Docket No. 06‑10‑02, DPUC Review of CL&P and UI Conservation and Load Management Plan for Year 2007 and 2008, (2007 C&LM Decision) the Department again addressed the issue of financing for residential projects, expressing concern about the first cost of energy efficiency projects, noting that first cost creates a barrier to low and middle income customers.  The Department accepted the Companies suggestion that they not pursue on‑bill financing for residential customers.  Instead, the Companies were directed to examine alternative ways to offer attractive financing for capital expenditures for this customer class.  The Department directed the Companies to meet with the Connecticut Housing Investment Fund (CHIF) to discuss the potential to use CEEF dollars to fund a financing program through CHIF.  2007 C&LM Decision, pp. 15‑17; Order No. 11, p. 36.


In a filing dated July 30, 2007, in Docket No. 06‑10‑02, the Companies reported on the potential to fund a low interest loan program through CHIF.  The compliance filing states that CHIF administers an Energy Conservation Loan Program (ECL) for families that meet certain eligibility requirements, i.e., 150% of medium family income by geographic area and family size.  Beyond the ECL Program, the Companies would need to work with CHIF to establish a Loan Program and lending criteria that would address higher income customers.  The Companies believe that CHIF is not the vehicle to offer loans to all income brackets because CHIF’s mission is to assist the low and moderate income population.  The Companies indicate that they will look to incorporate an interest buy-down component under CHIF’s ECL Program and work with CHIF to include additional “large ticket” residential items under ECL Type 1 Improvements Program.


The Companies provided an update regarding residential financing programs, stating that the ECMB’s residential subcommittee recently met with a lending institution to explore financing programs that are currently available to distressed individuals or consumers that reside in distressed areas.  The Companies believe that there are existing attractive financing programs that could be promoted under the HES program to support the purchase of efficient appliances, the installation of additional insulation or other capital intensive investments.  Tr. 3/18/08, pp. 406‑411.


The Department has identified the first cost of residential energy efficiency projects as a significant barrier to the installation of capital intensive equipment.  Recent increases in the cost of energy have exacerbated this concern.  While this issue has been under consideration for approximately two years no program has been proposed.  Based on the foregoing, the Department will direct the Companies to provide specifics regarding on the financing programs that were identified during the hearings and a plan to promote these programs to consumers.  Further, the Companies shall propose changes that would be required to expand the availability of low cost/no cost financing through CHIF to higher income residential consumers, or other strategies to move forward with this initiative.

c.
Business Customers

(1)
General


At present, there are two interest‑free financing options available through the CL&M Fund.  The first is offered under the SBEA Program for both CL&P and UI while the second is available as a third party loan program for non SBEA participants to CL&P customers only.  These financing arrangements are designed to encourage a higher market penetration of energy efficient equipment by providing financing to supplement other program incentives for smaller business customers.  2008 C&LM Plan, p. 188.  These programs are discussed below.

(2)
Small Business Energy Advantage


Under the SBEA, the customer’s share of project costs can be billed as a line item on their electric bill allowing payment with a single check.  However, currently CL&P does not provide on‑bill financing requiring separate billing for this service.  The SBEA loan program allows customers to borrow a minimum of $500 per project and up to a maximum of $65,000 for UI projects or up to $100,000 for CL&P projects.  The maximum term is 36 months for both CL&P and UI.  The source of the principle for the loan is from the Companies and interest is paid from the C&LM Fund at each Company’s Department-approved weighted cost of capital.  Plan, p. 188.


The interest free on‑bill financing has been touted as a significant SBEA program benefit, one that overcomes the first cost barriers discussed herein and one that is in large part responsible for the success of the SBEA program.  The Department supports the continuation and expansion of this critical aspect of the SBEA program.

d.
Small Industrial and Commercial Conservation Loan Program


The Small Industrial and Commercial Conservation Loan Program (Small C&I Loan Program) is only provided by CL&P.  This program offers interest free third party loans for non SBEA projects.  The program allows customers to borrow a minimum of $5000 per project to a maximum of $100,000 for energy‑efficient equipment replacements only.  Under this program, a third party provides the loan and assumes all risks associated with repayment.  The interest portion of the loan is funded through the C&LM Fund which buys down the interest to zero percent.  The maximum loan payment is six years.  2008 C&LM Plan, p. 188.


This program targets small industrial customers with fewer than 100 employees that have been in business for three years and are within SIC Codes 2000‑3999.  A small commercial customer is defined as having an average demand of 350 kW or less over the last 12 months, has been in business for three years and is within SIC Codes 4000‑9000.  CL&P indicates that available funds should be adequate for 2008 programs but notes that if demand for funding is found to be excessive, the program may be terminated.  Id.


The interest-free loans that are offered through the SBEA program overcome the first cost barrier of energy efficiency projects.  The Department believes that these financial arrangements provide the key to expanding the implementation of energy efficiency throughout Connecticut.  However, at present, UI does not offer a third party program loan program for non‑SBEA participants.  Further, CL&P’s current program guidelines require a minimum loan of $5000.  This requirement likely restricts many smaller, non‑SBEA program customers from completing energy efficiency projects.  Based on the foregoing the Department will require UI to develop an interest free third party loan program and will reduce the minimum loan value under this program to $2,000.  Further, CL&P cannot terminate this program without Department approval.

8.
Marketing Budgets

a.
General Awareness and the Department’s Marketing Campaign


Pursuant to the Decision dated January 16, 2008, in Docket No. 07-06-60, DPUC Review of The Statewide Energy Efficiency and Outreach Marketing Campaign, (Marketing Decision) the Department approved a plan to conduct a statewide energy efficiency and outreach marketing campaign (Campaign) that will commence in 2008.  The plan, which was developed in coordination with the ECMB, will target all Connecticut energy consumers, increase awareness of the benefits of energy efficiency and combined heat and power technologies and will promote the Electric Energy Efficiency Partners program.  The plan includes the development of an e‑mail and power alert system to serve the residents of Connecticut.  The Department has been authorized to spend $5 million on the Campaign, which will be operated to meet the above‑noted goals while increasing general awareness of the C&LM Fund and programs.  Marketing Decision, p. 1.


The Companies have indicated that the C&LM programs are oversubscribed.  Tr. 2/29/08, pp. 260, 270.  Therefore, it is unnecessary to use C&LM funds for general awareness advertising during the Campaign.  Based on the foregoing, the Companies will be required to eliminate general awareness C&LM spending at this time.  At the end of the Campaign, the Department will determine whether it is necessary to fund general awareness marketing activities through the C&LM budget.


The C&LM programs are mature and high energy costs are driving customers to them.  Therefore, marketing budgets need only reflect the cost of items that are necessary to operate the programs, such as enrollment and rebate forms.  While some general awareness marketing for new programs such as the air conditioner turn‑in program can be pursued, in general, marketing costs must be reduced to a minimum.  The Companies therefore must reduce program marketing budgets accordingly.


The Department requested a breakdown of proposed marketing costs.  Late Filed Exhibit No. 15.  Based on the foregoing, the Department will direct the Companies to eliminate the following budgeted marketing costs.  The following table demonstrates each adjustment.  CL&P shall reduce its budgets by $534,000, while UI shall reduce its budgets by $257,000.  Combined, these adjustments total $791,000.  In addition to these specific adjustments, the Companies must scrutinize their marketing budgets and take steps to further reduce these costs.  The Companies will be required to submit revised marketing budgets identifying all additional marketing cost adjustments on a program‑by‑program basis.

[image: image7.emf]Adjustment to Marketing Budgets

CL&P UI Combined

Home Energy Solutions - $100,000

Residential Retail Products $100,000 $30,000

Energy Conscious Blueprint $50,000 $27,000

"Take Charge" $384,000 -

General Awareness - $100,000

     Total $534,000 $257,000 $791,000

Source of data: CL&P and UI Tables A and C


b.
Wait til 8


The “Wait til 8” campaign is designed to increase awareness about Connecticut’s peak electric demand and the need to shift consumption to off‑peak periods.  In the past, this campaign has been general in nature, focusing on the system benefits that can be achieved when customers shift consumption to off‑peak periods.  The campaign did not promote direct customer benefits; i.e., the potential to reduce an individual’s electric costs through time‑of‑use rates.


The Department recently completed its review of CL&P and UI’s metering systems.  See, Decisions dated December 19, 2007, in Docket No. 05‑10‑03RE01, Application of The Connecticut Light and Power Company to Implement Time of Use, Interruptible or Load Response, and Seasonal Rates – Review of Metering Plan, (CL&P Metering Decision) and Decision dated March 19, 2008, in Docket No. 07‑07‑02, Application of The United Illuminating Company for Approval of Metering Plan, (UI Metering Decision).  Pursuant to the findings in the CL&P Metering Decision, the Department delayed the implementation of mandatory residential time‑of‑use (TOU) rates.  See, CL&P Metering Decision, pp. 16‑18.  Therefore, it is appropriate for CL&P to continue to use the “Wait til 8” campaign as a general awareness vehicle, promoting the system benefits associated with reducing peak consumption to avoid customer migration to TOU rates at this time.


In the UI Metering Decision the Department concluded that UI’s metering and billing infrastructure can accommodate time‑of‑use rates for all customers.  Further, Department review of UI’s tariffs finds that many customers can reduce their electric costs by shifting consumption to off‑peak periods.  As a result, it is appropriate for UI to transition the “Wait til 8” campaign from a general awareness effort to one that will expand consumer awareness of TOU rates.  Therefore, UI must modify the message to “Wait til 8 and Lower Your Costs” or similar language.  UI’s marketing material must provide information about the availability of TOU and how customers can benefit from this rate structure.


Anecdotal evidence suggests that customers may believe that only those consumers that are not at home during the day or those that sacrifice comfort by shutting off air conditioning systems can reduce their electric cost under TOU rates.  While it may require that customers who are home during the day be more aware of their energy use, the Companies must not discourage these customers from pursuing TOU rates.  Instead, these customers must be encouraged to pursue energy efficiency and load shifting in order to benefit from TOU rates.  Regarding air conditioning, UI must promote strategies that allow customers to remain comfortable while reducing the demand associated with this end use.

c.
Coordinating Marketing Activities


The Marketing Decision stated:

to ensure coordination with all of the above noted [Campaign‑related] activities, the Department will work towards conforming Connecticut Energy Efficiency Fund marketing‑related materials to the Campaign.  The Department suggests that, as time and resources allow, the ECMB review CEEF marketing materials to ensure compliance with the Campaign’s goals.  As much as practicable, CL&P and UI should submit marketing material and marketing‑related proposals to the Department and ECMB prior to ECMB meetings.  The ECMB should review the materials submitted expeditiously.  CL&P and UI should alert the Department and the ECMB of public events, giving due consideration for any involved customer’s interests.  Marketing Decision. p. 6.


The Campaign is being directed by the Department in collaboration with the ECMB.  In addition, as discussed in the Marketing Decision, the Department will manage and employ available resources in a cost effective manner to accomplish the goals of the Campaign in a timely and effective way.  Marketing Decision, p. 2.  As an example, instead of hiring media consultants to assist in the selection of a marketing firm, the Department and ECMB are utilizing CL&P and UI marketing personnel to assist in this selection process and will continue to use these resources throughout the Campaign and for other related activities.  In addition to reducing cost, this will allow the Department to coordinate the Campaign with C&LM marketing activities.  Marketing Decision, p. 6.


At this time, the duration of the Campaign is unclear.  However, once it ends, it will be vital to maintain the marketing messages and standards established under the it.  To assure this happens, the Department will require that the ECMB establish a marketing committee to review the overall marketing activities of the Companies.  The marketing committee should report to the ECMB monthly regarding these activities.  The Department will require that a member of the OCC be assigned to the marketing committee.

d.
Conservation Fund Logo and Campaign Standards

In the Decision dated July 28, 2004, In Docket No. 03‑11‑01PH02, DPUC Review of CL&P and UI Conservation and Load Management Plan for Year 2004 – Phase II, the Department directed the Companies to implement a Conservation Fund logo to be used in all C&LM marketing material beginning in 2006.  This action was taken to increase awareness about the C&LM Fund and its value to Connecticut’s citizens.  The Department stated that while C&LM programs provide significant benefits to UI and CL&P ratepayers, there is limited emphasis placed on promoting the C&LM Fund.  Decision, p. 20; Order No. 11.

The Department went on to state that there is value in raising general awareness about the Fund among all customers and that the ECMB should pursue a strategy to accomplish this goal.  The Decision also states that simple steps, such as the use of a conservation fund logo and a shift in program promotional language can begin this process.  For example, instead of promoting conservation programs as utility‑sponsored events, these initiatives should be marketed as “sponsored by the Conservation Fund and operated for the benefit of ratepayers by CL&P or UI” or similar language.  Promoting C&LM in this way would preserve the link to CL&P and UI while introducing the concept of the Fund to customers.  As a result, the Department directed the Companies and ECMB to implement a C&LM Fund logo and to have the ECMB develop a protocol for the use and placement of the C&LM Fund logo.  In addition, the Department recommended that the ECMB consider how best to deliver the message that these programs are sponsored by the C&LM Fund.  Decision, p. 25.


In the Decision dated March 30, 2005, in Docket No. 04‑11‑01, DPUC Review of CL&P and UI Conservation and Load Management Plan for Year 2005 the Department reiterated its desire to have the ECMB actively involved in the design and selection of a C&LM Fund logo and to have the ECMB establish a protocol (i.e., the size and placement) for the logos that appear in all C&LM materials and ads.  The Department intended the ECMB to work with the Companies regarding this issue.  Id.


In a letter dated August 12, 2005, in Docket No. 03‑11‑01PH02, the Department approved the C&LM Fund Logo.  In that letter the Department specified that it was appropriate to use utility logos at 70% of the size of the Energy Efficiency Fund Logo.  See, correspondence dated June 22, July 7, July 14, and October 27, 2004, regarding compliance with Order No. 11 in Docket No. 03‑11‑01PH02.


The spirit of these past rulings was to provide guidance regarding the size and placement of utility logos (in relation to the Fund logo) in the C&LM marketing material produced by CL&P and UI.  Past rulings were also intended to have marketing activities increase awareness about the Fund and the fact that these programs are provided jointly by CL&P and UI and to shift the focus from “utility sponsored” to “Fund sponsored” activities.

The above standards have been in place for nearly three years, providing adequate of time for CL&P and UI to incorporate these directives into every aspect of the day‑to‑day marketing of C&LM programs and the Fund.  While there has been progress in doing so, the Companies have failed to apply these standards universally.  For example, the Department continues to observe the use of inappropriately sized utility logos on CL&L marketing material as well as the use of single company logos on this same material (e.g., canvas bags distributed at lighting fairs and insulated coffee mugs).  These actions subvert the Department’s directives.

The Marketing Decision describes the standards under which the Campaign will operate.  In summary, the Campaign will deliver a simple, repeated and consistent message and drive customers to central resources to locate information about energy‑related topics.  C&LM materials must not deviate from the Campaign standards.


Based on the foregoing, the Department directs that all C&LM marketing utilize either the logo as a stand alone graphic or use the C&LM logo with both utility logos as discussed above and that marketing materials comply with all Campaign standards.  The Department will deny cost recovery for any marketing materials that fail to meet these requirements.

e.
Online Information


At present the Companies provide information about C&LM programs through their respective web sites.  However, the rising cost of energy is causing consumers to demand more information about ways to reduce their consumption to control cost.  As a result, the Companies must expand the information that is available to consumers.


For example, many residential consumers contact the Department, requesting information about available rebates.  While current C&LM literature provides rebate information about individual programs, there isn’t a quick reference or summary document that simplifies access to this information.  Instead, customers must pursue this information on a program‑by‑program basis.  Also at present the Companies maintain information about retail outlets that sell efficient lighting products.  However, the information can be difficult to navigate.


Other web based information such as an energy savings calculator appliance or energy usage calculator can be valuable assets for consumers seeking to address energy issues and should be readily available.  As we move forward with the Campaign and the promotion of CTEnergyInfo, the Department seeks to expand the information that is available to consumers and facilitate access to it.


Based on the foregoing, the Department will direct the Companies to develop the following information jointly at this time.  The Companies shall develop and maintain a rebate page for C&LM and non‑C&LM activities
 and revise the current listing of retail outlets that sell efficient lighting to create a single database that will allow consumers to easily locate stores in their area that carry these products.  While these items must be created at this time, the Department will impose additional requirements in the future.

f.
Educational Opportunity


At present, SBEA vendors conduct audits and install a variety of energy efficient measures throughout Connecticut.  These vendors generally interact with business owners, facility managers or other individuals who are responsible for energy costs.  There no interaction with the remaining employees of these businesses.  However, while the employees observe the installation of lighting improvements and occupancy sensors or the implementation of other energy efficiency strategies, little or no specific information about these measures is provided to them.  As a result, the Department believes that the vendors who participate in the C&LM programs provide a cost‑effective, yet underutilized vehicle to expanding general awareness about energy efficiency.


By way of example, the Department’s offices recently completed a lighting project under the SBEA program.  The measures included lighting fixture upgrades, the installation of occupancy sensors, vend‑o‑misers and LED fixtures.  In addition, dimmable ballasts were installed allowing for daylight harvesting in many fixtures.  While this information was available to the staff who directly participated in the project, general information about the project was not provided to the approximately 150 employees of the agency.  If the vendor provided an explanation of the aforementioned benefits of each measure the Department (i.e., the customer) could then determine whether to share the information with its staff.  Once the information is developed, it need only be updated as needed.  Therefore, this directive is not burdensome to the Companies or to vendors.  To be clear, the Department does not seek lengthy narrative descrtiptions or technical information about the benefits from these measures.  Instead, the information must be brief and easy to understand.


The Department believes that CL&P and UI must seize the opportunity to educate the employees of participating businesses by requiring program vendors to provide a brief, “layman friendly” explanation of the energy, economic and environmental benefits of the various components of each project.  This information should be developed by the Companies and be provided to the vendors for distribution to each customer.  The customer in turn should be encouraged to share the information with their employees.  The Companies should develop a menu of information, describing individual measures to allowing vendors to customize an information packet based on the requirements of each job.  Providing this information would also support the Department’s Campaign because it would increase awareness about the benefits of energy efficiency and could be used to feature these projects.

9.
Energy Information Hotline – 1-877-WISE USE


In 2005, the Companies began operating a state wide toll‑free number (Hotline) to respond to questions regarding the C&LM programs.  Pursuant to the Decision dated May 23, 2007, in Docket No. 06‑10‑02, DPUC Review of CL&P and UI Conservation and Load Management Plan For Year 2007 and 2008, (2007 C&LM Decision) the Department directed the Companies to expand the scope of the Hotline to allow customers to receive information about any energy‑related topic.  2007 C&LM Decision, pp. 17‑19 and Order No. 10.


In a filing dated August 15, 2007, pursuant to Order No. 10 in the 2007 C&LM Decision, the Companies submitted a plan to expand the scope of the Hotline.  The Hotline, which was activated in the fall of 2007, relies on an Automatic Call Distribution system (ACD) which uses a series of menus which allow customers to be directed to information about C&LM programs, competitive energy suppliers or clean energy technologies.  The Companies indicate that the number of calls on an average weekday ranges between 20 and 60 (a 12‑month mean of 46/day) but can exceed more than 200 during periods of heavy program marketing or media coverage.  For example, the Companies note that the Hotline received in excess of 11,000 calls per month during the 2007 Summer Saver Rewards promotion.  Additionally, the Companies indicate that nearly 95% of the calls are related to C&LM programs with the remaining 5% being related to other miscellaneous topics.  Further, about 10% of the call volume occurs after hours (evenings and weekends).  Late Filed Exhibit No. 11.


The Department explored the potential to have the Hotline answered by a live voice with personnel at the ISE.  The Companies indicate that while they support the concept of having the Hotline answered by a live voice, they believe that the ISE may not be the appropriate resource for this task.  Tr. 2/26/08, pp. 153‑176; Late Filed Exhibit No. 11.


At present, the Hotline relies on a recorded message to prompt customers through a menu of energy‑related options.  While the use of this technology is commonplace, the Department believes that having the Hotline answered with a live voice is far superior to the current system and would be preferred by consumers.  Call volume data indicates that about 95% of all Hotline calls are ultimately fielded by utility C&LM personnel.  Since these calls are already being handled within the CL&P or UI C&LM group, it is reasonable to have the Hotline answered by C&LM staff to avoid having consumers wade through the current list of menu options simply to end up speaking with a member of the C&LM staff.  Therefore, the Department will direct that during business hours that the Hotline is answered by a live voice within the CL&P and UI C&LM groups.  If the customer is not seeking information about a C&LM program, they must be transferred to the appropriate resource.


As discussed in the 2007 C&LM Decision, an energy information website has been developed to provide consumers with information about a wide variety of energy‑related topics.  Consumers will be directed to Connecticut’s Energy Information Website, CTEnergyInfo.com, as part of the general awareness Campaign.  Because the site will contain a significant amount of information, the Department believes that initially, consumers will require assistance navigating this resource.  Therefore, in addition to information about C&LM programs, electric suppliers and clean energy technologies, the Hotline should provide consumers with the option to speak with someone that can answer other questions or help locate information on this website.


At present, the Hotline transfers customers to CL&P or UI’s C&LM staff, the Department’s Consumer Education Outreach Unit to receive information about competitive electric suppliers or to the Connecticut Clean Energy Fund for information about clean energy technologies.  To assist consumers on the CTEnergyInfo site or to provide help locating resources for other energy‑related topics, the Department will direct the Companies to add the capability to transfer calls to the ISE, which staff must be trained to handle these calls.


The spirit of this ruling is to enhance customer service by providing a live voice as the first contact when consumers call the Hotline during business hours.  The Department recognizes that there will be times when call volume requires that customers be placed into the current recorded menu system, i.e., a live voice can not answer the call during business hours.  To avoid the creation of a fully staffed C&LM call center, the Department will allow the ADC system to handle these situations.  However, the Companies must monitor the Hotline and apprise the Department regarding the need to provide additional staffing, if necessary.  Finally, the Companies must propose a mechanism to handle significant call volume during program marketing or high media activity.

10.
Monitoring and Verification -- Program Savings Documentation

As part of their filing under the C&LM Plan, the Companies submitted their revised joint Program Savings Documentation (PSD), which documents energy efficiency impacts of installations as well as realization rates, persistence and free ridership.  The Department approves the PSD revision.  

11.
Performance Management Fee

CL&P’s 2008 Performance Management Fee claimed as actually achieved is $5,394,524 versus the 2007 budget amount of $2,680,503 which represents 6.9% of residential spending and 8.0% (the maximum goal amount) of C&I spending.  UI claimed earnings of $1,439,734 versus a budgeted amount of $633,636 based on the maximum goal attainment of 8.0% in both the residential and C&I areas.  CL&P and UI 1/15/2008 Supplemental Filings.  During the hearings, the Department noted that CL&P’s and UI’s calculations of their goal achievements filed as responses to Interrogatory EL-33 did not take into consideration the $27 million of overspending to budget, and that the overspending naturally resulted in high goal achievement because the performance metrics were not adjusted for the overspending.  The Department requested that the ECMB submit Late-Filed Exhibit 6 to adjust the goal achievement to reflect the actual amounts spent.  Tr. 2/26/08, pp. 96 and 97.  In the Late-Filed Hearing, the Department noted that LFE-6 adjusted for actual dollars spent, but did not adjust the savings and net benefits goals to include the 2007 overspending.  The Department requested the ECMB prepare a supplement to LFE-6 to reflect the effects of the additional spending by adjusting the savings and net benefit goals, which the ECMB witness agreed to provide.  Tr. 4/2/08, pp. 588-591.  Because the Department has not received the ECMB supplement to LFE-6, it is unable to determine the accuracy of the claimed performance management fee by the Companies, and, therefore, does not currently allow the 2007 claimed amounts at this time.  The Department will review and approve an appropriate Performance Management Fee at such time as the proper information is provided.  In future years, the ECMB must update the savings and net benefits goals for any increase in spending of 5% or more over budgeted amounts.

12.
Third Party and Program Evaluation Studies


The Department reviewed third party evaluation studies after having received a hard copy of these studies after the commencement of the hearings.  Tr. pp. 100-102.  Although the Companies sent electronic versions during the course of the year, the Department believes that a different process needs to go forward to facilitate the timely Department review of these studies and to limit the scope of the annual C&LM proceedings.  The Department will require in this and future annual C&LM review dockets for the Companies to deliver to the Department paper copies of each study in a timely fashion after its completion.  The Department will direct the Companies to schedule a meeting with the Department, preferably on the same day or as part of an ECMB meeting.  At that time the ECMB and/or third party consultants will make a presentation of the highlights of the study.  After reviewing the study, the Department may elect to send the ECMB a letter under the contemporaneous docket, with any analysis or directives arising from the study results.  

III. CONCLUSION AND ORDERS

A. Conclusion


The Department approves, with modifications, and subject to the Orders below, the 2008 C&LM programs and budgets from all funding sources, as described herein.  

B. Orders

1. On or before June 15, 2008, the Companies shall submit revised budgets that take into account 2007 over-expenditures, dollar amount of programs funded by FMCCs, and the Companies’ budget reallocations due to Department program and budget adjustments.

2. On or before June 15, 2008, the Companies shall submit 2007 finalized year‑end actual budgets and performance management fees for each program for final approval by the Department.

3. No later than 14 days after receiving an FCM financial assurance commitment, each Company shall submit an itemization of all costs associated with providing financial assurances under the FCM requirements, and documentation that the financial instrument chosen was the result of a competitive process and that the least cost option was chosen.

4. In the next annual filing, the Companies shall report on the collaboration with the Fuel Oil Conservation Board to provide to provide comprehensive all-fuel delivery of low income and C&I programs and to provide funding from the petroleum products gross receipts tax of oil-saving efficiency upgrades for C&I and low income programs.  

5. On or before June 18, 2008, CL&P and UI shall submit revised marketing budgets as discussed herein.

6. On or before June 18, 2008, the ECMB shall establish a marketing committee as discussed herein.

7. Effective with the date of this Decision, C&LM marketing must conform to the logo and Campaign standards discussed herein.

8. On or before June 18, 2008, the Companies shall develop and maintain joint web‑based rebate and retail outlet summary information as discussed herein.

9. On or before July 14, 2007, the Companies shall submit their plan to operate the Hotline as discussed herein.

10. Effective for 2008 through 2012, the Companies shall annually budget $600,000 to the ISE.

11. On or before July 14, 2008, the Companies shall submit a plan to expand residential financing programs as discussed herein.

12. On or before July 14, 2008, UI shall submit its plan to offer an interest-free third party loan program as discussed herein.

13. On or before July 14, 2008, CL&P shall amend the Small C&I Loan Program guidelines as discussed herein.

14. CL&P shall expand the number of SBEA vendors as discussed herein.

15. On or before July 18, 2008, CL&P shall submit a report regarding on‑bill financing as discussed herein.

16. On or before July 18, 2008, the Companies shall include information about HES Light in all promotional information as discussed herein.

17. Before the next annual filing, the Companies shall work with the ECMB and the Fuel Oil Conservation Board to obtain funding to contribute to the HES program servicing participants with homes that heat with oil.  

18. In the next annual C&LM filing, the ISE shall report to the Department the results to date of the Pilot O&M Program for K-12 Schools.

19. The Companies shall include a needs assessment if they propose additional funding beyond that provided by the C&LM charge in 2008.  Also included in the filing shall be electric system benefit cost ratios and the cost on a $/kW and $/kWh basis for each program.

20. No later than September 1, 2008, the Companies shall report on SBEA budgets and customer demand, and if the program is oversubscribed, the Companies shall reduce customer incentives.  

21. At the completion of the negotiations, the Companies shall report to the Department on the terms of the agreement the State Buildings energy efficiency initiative through the SBEA program.  If no agreement has been reached, Companies shall report on the status of the legal negotiations with the DAS to administer the State Buildings initiative in the next annual C&LM Plan.

22. The Companies will work with the ECMB to supply a contact list of existing and former vendors and to schedule a technical meeting to receive input from vendors and other participants in the C&LM process on the administration and delivery of the C&LM programs.  The technical meeting shall be conducted before the submittal of the next annual C&LM Plan.

23. The Companies and the ECMB shall work with the Fuel Oil Conservation Board toward the funding of oil-saving efficiency upgrades in the WRAP and UI Helps programs.

24. The Companies shall track all low income program participation by homeownership status.

25. CL&P shall work with ECMB and its consultants to either create a stand-alone cost-effective PRIME program with B/C ratios that are in line with other C&I programs, or discontinue this program.  CL&P shall report the actual cost effectiveness of the 2008 PRIME program in the next C&LM filing.  If PRIME is recommended in the 2009 Plan, CL&P shall include a detailed PRIME program description, budget and B/C estimate in the Plan.

26. In future filings, CL P and UI shall submit data on municipal projects as part of the standard filing on the EO and ECB filings, respectively.

27. The Companies shall deliver to the Department three paper copies of each third party study in a timely fashion after its completion.  The Companies shall schedule a meeting with the Department to review the study, at which time the ECMB and/or third party consultants shall make a presentation of the highlights of the study.

28. On or before July 18, 2008, the Companies shall submit educational information regarding the energy, economic and environmental benefits associated with the measures that are installed under C&LM programs and a plan to have vendors distribute this information as discussed herein.
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C. Jacobs
� The Companies may earn at their most recent respective cost of capital for the use of up to $3 million of their funds in 2007 in advance of C&LM funds collected, in accordance with the April 21, 2005 Decision in Docket No. 03-11-01RE01, DPUC Review of CL&P and UI Conservation and Load Management Plan for Year 2004 – Interest Rate Modification Request.


� Avoided Energy Supply Costs in New England:  2007 Final Report, Synapse Energy Economics, Inc., August 10, 2007.  





� The DRIPE effect measures the downward pressure on rates due to C&LM programs.  


� Energy and Resource Solutions, Process Reengineering for Increased Manufacturing Efficiency (PRIME) Program Evaluation, March 26, 2007, 


� An example of a non�CL&M activity is the rebate program being administered by the Office of Policy and Management for the installation of efficient central heating systems.  See, Section 1, Public Act 07�242.











