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DECISION

A. Introduction
A.
Summary
In this Decision, the Department of Public Utility Control (Department) approves the Connecticut Energy Efficiency Fund’s budget and programs for 2011.  The Department also notes that a 2012 revenue was proposed but no budget for 2012 was proposed. 2011 C&LM Plan p. 24.  The Department authorizes a total budget of $141.5 million for Connecticut’s regulated electric utilities for 2011.  CL&P has requested that $15.0 million of the 2010 underspent funds be used for a residential loan program.  The Department will allow CL&P to set aside the $15.0 million as requested but needs to perform a more thorough examination of the program details prior to the funds being expended.
A major focus of this proceeding was investigation of the evaluation process led by the Office of Consumer Counsel (OCC).  Based on a thorough examination of the evidence, the Department found that the process is neither independent nor transparent.  The Department therefore has required changes to the process so that all parties have greater confidence in the evaluation studies.
B.
Background of the Proceeding

The General Statutes of Connecticut (Conn. Gen. Stat.) §16‑245m requires the establishment of an Energy Conservation Management Fund and Energy Conservation Management Board (Energy Efficiency Board) to advising and assisting the electric distribution companies (EDCs) to develop, and implement cost‑effective energy conservation programs and market transformation initiatives.

The EDCs and the Energy Efficiency Board are to evaluate and select all supply, conservation and load management options within an integrated supply and demand planning framework.  The Energy Efficiency Board must advise and assist each EDC in the development and implementation of its conservation planning effort.  Each of the programs contained in the EDC’s proposed conservation plan is either accepted, modified or rejected by the Energy Efficiency Board before submission of the plan to the Department for approval.  In this uncontested proceeding, the Department must approve, modify or reject the comprehensive conservation plan.
C.
Conduct of the Proceeding

Pursuant to a Notice of Audit dated October 19, 2010, the Department held an audit in this matter on October 19, 25, and 28, 2010.  Pursuant to a Notice of Hearing dated October 25, 2010, the Department held a public hearing in this matter on November 15, 22 and December 1, 2010.  
D.
Participants in the Proceeding
The Department recognized the following as Participants to the proceeding:  The United Illuminating Company, 157 Church Street, P.O. Box 1564, New Haven, CT 06506-0901; The Connecticut Light and Power Company, 107 Selden Street, Berlin, Connecticut 06037; Environment Northeast, 21 Oak Street Suite 202, Hartford, CT 06106; CIEC Couch and White LLP, 540 Broadway Albany, NY 12201 and, the Office of Consumer Counsel, Ten Franklin Square, New Britain, Connecticut 06051.
E.
Abbreviations

The following is a list of the abbreviations commonly used herein.

(ARRA or Stimulus) American Recovery and Reinvestment Act;

(BPI) Building Performance Institute;

(C&I) Commercial and Industrial

(C&LM) Conservation and Load Management;

(CAA) Community Action Agencies;

(CAM) Conservation Adjustment Mechanism;

(CEEF) The Connecticut Energy Efficiency Fund;

(CFL) Compact fluorescent light bulb;

(CIEC) Connecticut Industrial Energy Consumers;

(CL&P) The Connecticut Light and Power Company;

(CNG) Connecticut Natural Gas Corporation;

(Companies) EDCs and LDCs together;

(Core Services) In-Home Energy Services under HES;

(DECD) CT Department of Economic and Community Development;

(DOE) U.S. Department of Energy;

(DSS) Department of Social Services;

(EDC) Electric Distribution Company;

(Energy Efficiency Board) Energy Conservation Management Board;

(EISA) Energy Independence and Security Act of 2007;

(EO) Energy Opportunities Program;

(GRT) Gross receipts tax;

(HERS) Home Energy Rating System;

(HES) Home Energy Solutions Program;

(HP-HES) Home Performance with HES;

(HPWH) Heat pump water heater;

(HVAC) Heating Ventilation and Cooling;

(IRP) Integrated Resource Plan

(ISE) Institute for Sustainable Energy;

(ISO-NE) Independent System Operator of New England;

(LDC) Local Gas Distribution Company;

(MAC) Manufacturing Alliance of Connecticut;

(NBFMCC) Non Bypassable Federally Mandated Congestion Charge;

(NEEP) Northeast Energy Efficiency Partnership;

(OPM) Office of Policy and Management;

(PSD) Program Savings Documentation Manual;

(REC) Renewable Energy Credit;
(RGGI) Regional Greenhouse Gas Initiative;
(RNC) Residential New Construction Program;

(SBEA) Small Business Energy Advantage Program;

(SCG or Southern) The Southern Connecticut Gas Company;

(UI) The United Illuminating Company;

(YGS or Yankee) Yankee Gas Services Company;

(2001 C&LM Decision) Decision dated September 19, 2001, DPUC Review of The Connecticut Light and Power Company and The United Illuminating Company Conservation and Load Management Programs and Budgets for 2001;

(2003 C&LM Decision) 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; 

(2004 C&LM Decision) Decision dated February 4, 2004, in Docket No.  03-11-01, DPUC Review of the CL&P and UI Conservation and Load Management Plan For Year 2004;

(2004 Phase II C&LM Decision) 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;

(2005 C&LM Decision) 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;

(2006 C&LM Decision) 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;

(2007 C&LM Decision) 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;

(2008 C&LM Decision) Decision dated June 19, 2008, in Docket No. 07-10-03, DPUC Review of The Connecticut Light and Power Company’s And The United Illuminating Company’s Conservation and Load Management Plan For Year 2008;

(Reopened 2008 C&LM Decision) Decision dated September 24, 2008, in Docket No. 07-10-03RE01, DPUC Review of The Connecticut Light and Power Company’s And The United Illuminating Company’s Conservation and Load Management Plan For Year 2008 – Program Incentive Structure;

(C&LM Fund Restoration Decision) Decision dated April 30, 2008 in Docket No. 03‑09‑08RE01, Application 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;

(2008 C&LM Decision) Decision dated June 19, 2008, in Docket No. 07‑10‑03, DPUC Review of The Connecticut Light and Power Company’s And The United Illuminating Company’s Conservation and Load Management Plan For Year 2008 – Program Incentive Structure;

(2009 C&LM Decision) Decision dated May 7, 2009, in Docket No. 08-10-03, DPUC Review of The Connecticut Light and Power Company's and The United Illuminating Company's Conservation and Load Management Plan For the Year 2009;

(Interim Gas Supply Decision) Interim Decision dated February 25, 2009 in Docket No. 08-10-02, DPUC Review of the Connecticut Gas Utilities Forecasts of Demand and Supply 2009-2013 and Joint Conservation Plans;

(2010 C&LM Decision) Decision dated March 17, 2010, in Docket No. 09-10-03, DPUC Review of The Energy Efficiency Fund’s 2010 Conservation and Load Management Plan For 2010 and Docket No. 08-10-02, DPUC Review of the Connecticut Gas Utilities Forecast of Demand and Supply 2009-2013 and Joint Conservation Plan;

(2010 IRP Decision) Decision dated September 15, 2010 Docket No. 10-02-07, DPUC Review of the 2010 Integrated Resource Plan.
A. Department Analysis

A. General Overview

Connecticut’s regulated electric utilities have submitted conservation programs for over 20 years and have administered conservation programs via the three mill/kWh ratepayer charge, under Conn. Gen. Stat. § 16-245m(a)(1), since 1999.  Since that date, under the guidance of the Energy Efficiency Board, implementation by the EDCs and through the direction and oversight of the Department, these programs have dramatically evolved.  This evolution is well documented through C&LM program evaluations and the Department’s annual C&LM Decisions.  See, the 2001 C&LM Decision, the 2003 C&LM Decision, the 2004 C&LM Decision, the 2005 C&LM Decision, the 2006 C&LM Decision, the 2007 C&LM Decision, the 2008 C&LM Decision and the 2009 C&LM Decision.

B. Revenues and Proposed Budget

1. 2010 

The Department approved a total budget of $153.0 million, including $29.7 million in under committed funds, in its 2010 C&LM Decision.  The EDCs forecast they will collect revenues of $159.1 million and incur expenses of approximately $123.5 million resulting in uncommitted funds of $35.6 million.

The forecast for the current year’s budget and revenues (2010) is showing UI will be under committed by $2.2 million and CL&P will be under committed by $33.3 million. Late File Exhibit No. 3-1 pp. 1-2.  CL&P has requested that $15.0 million be used for residential financing loan capital. Tr. 12/01/10, p. 679.  The remainder of the monies are committed but do not qualify under the current accounting guidelines for reserving and are being rolled into 2011 for primarily C&I programs that are in the pipeline; there are also projects for the Energy Opportunities (EO), Energy Conscious Blueprint (ECB) and Small Business Energy Advantage programs (SBEA). Tr. 12/01/10, p. 680.  CL&P believes they have enough projects to use the remaining $18.3 million under committed funds. Tr. 12/01/10, p. 680.  See, Table 1.
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Table 1

Approved 2010 Revenues

Actual 2010 Revenues

Approved 2010 Expenses

Actual 2010 Expenses


The Department is allowing CL&P to set aside $15.0 million for the residential loan program.  However, the Department will not approve the actual program request due to lack of information and the many questions that arise with a request of this scale.  The idea is one that will be pursued in a separate proceeding.  The Department will allow CL&P to spend the remaining $18.3 million in carry over funds on C&I programs as proposed.

2. 2011

Table 2 demonstrates the source of revenue for the proposed EDC budgets for 2011.  As shown the three mill/kWh charge continues to provide a majority of the funding, approximately 78%. In addition, the EDCs project that the RGGI, the sale of Class III RECs and capacity revenues earned through the ISO‑New England capacity market will contribute approximately 22% or $23.0 million in 2011.  Based on their projections the EDCs propose revenues of $105.9 million for 2011.  Id.; 2011 C&LM Plan, p. 24.
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C&LM Plan, p. 24.

Proposed 2011 Revenues

Table 2



There will also be a carry forward based on actual expenses for 2010.  The forecast shows $18.3 million carry forward for CL&P plus the $15.0 million that they want to use for residential loan funding and $2.2 million for UI, increasing the total revenue for 2011 to $141.5 million for both companies.


The EDCs are committed to spending the full amount in 2011 to ensure customers, large and small, are taking advantage of the potential savings that the programs can afford them.


The budget for the EDCs for 2011 is about 12% lower than 2010, going from $123.3 million to $105.9 million, not including the carryover funds.  Overall C&I is about 20% lower but O&M is up 85% from $2.5 million to $4.7 million and SBEA is about the same as last year at $13.0 million, EO expenses are down about 40% dropping from $26.6 million to $15.8 million.  The carryover amount increased from 2010 to 2011 going from $29.7 million to $35.6 million, including the $15.0 million to be put aside for residential loan funding.
Loan defaults for the EDCs are approximately 30% higher than last years budget figures, $140,000 to $185,000; UI claims that due to the economy loan defaults have risen dramatically and they are budgeting accordingly; about $45,000 or 10 times higher for 2011.  Tr. 11/15/10, p. 114.  CL&P has decreased their loan defaults by 10%.


Administrative/Planning Expenditures are decreasing by $764,067 in total.  Performance Management Fee has dropped from $5.7 million to $5.0 million.  All other administrative line items have stayed relatively the same year over year.  See Table 3.

The Department has reviewed the proposed budget information and identified modifications.  The Department approves the proposed budget with the use of carryover funds for the 2011 budget year as proposed.
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Proposed Budget

Total

Total

   Residential Retail Products

8,811,894

$                           

 

7,701,913

$             

 

87.40%

        Total - Consumer Products

8,811,894

$                           

 

7,701,913

$             

 

87.40%

   Residential New Construction

2,356,148

$                           

 

1,675,464

$             

 

71.11%

   Home Energy Solutions (HVAC, Duct Sealing, Lighting)

20,262,988

$                         

 

14,350,683

$           

 

70.82%

   Limited-Income (WRAP/UI Helps)

13,194,132

$                         

 

12,926,043

$           

 

97.97%

        Subtotal Residential

44,625,162

$                         

 

36,654,103

$           

 

82.14%

C&I LOST OPPORTUNITY

   Energy Conscious Blueprint

16,261,071

$                         

 

11,934,133

$           

 

73.39%

        Total - Lost Opportunity

16,261,071

$                         

 

11,934,133

$           

 

73.39%

C&I LARGE RETROFIT

   Energy Opportunities

26,629,343

$                         

 

15,810,100

$           

 

59.37%

   O&M (Services, RetroCx, BSC)

2,545,764

$                           

 

4,719,407

$             

 

185.38%

   PRIME

534,319

$                              

 

574,095

$                

 

107.44%

        Total - C&I Large Retrofit

29,709,426

$                         

 

21,103,602

$           

 

71.03%

  Small Business

13,168,456

$                         

 

13,048,527

$           

 

99.09%

  Subtotal C&I

59,138,953

$                         

 

46,086,262

$           

 

77.93%

   SmartLiving Center® - Museum Partnerships

754,246

$                              

 

859,246

$                

 

113.92%

   EE Communities

900,000

$                              

 

1,026,822

$             

 

114.09%

   K-8 Education

657,201

$                              

 

626,825

$                

 

95.38%

      Subtotal Education

2,311,447

$                           

 

2,512,893

$             

 

108.72%

   Institute for Sustainable Energy (ECSU)

500,000

$                              

 

500,000

$                

 

100.00%

   Residential Loan Program

225,000

$                              

 

3,739,087

$             

 

1661.82%

   C&I Loan Program

300,000

$                              

 

525,000

$                

 

175.00%

   C&LM Loan Defaults

139,700

$                              

 

185,000

$                

 

132.43%

      Subtotal Programs/Requirements

1,164,700

$                           

 

4,949,087

$             

 

424.92%

   ISO Load Response Program

350,000

$                              

 

3,000,000

$             

 

857.14%

      Subtotal Load Management

350,000

$                              

 

3,000,000

$             

 

857.14%

   Research, Development & Demonstration

325,000

$                              

 

325,000

$                

 

100.00%

     Subtotal Renewables & RD&D

325,000

$                              

 

325,000

$                

 

100.00%

   Administration

1,435,000

$                           

 

1,546,635

$             

 

107.78%

   General Awareness

100,000

$                              

 

100,001

$                

 

100.00%

   Planning       (UI Planning & Evaluation)

1,013,000

$                           

 

958,820

$                

 

94.65%

   Evaluation    (UI Evaluation , Outside Services)

2,330,000

$                           

 

2,230,000

$             

 

95.71%

   Information Technology

1,943,000

$                           

 

1,943,000

$             

 

100.00%

   ECMB

610,000

$                              

 

610,001

$                

 

100.00%

   Performance Management Fee

5,736,813

$                           

 

5,015,290

$             

 

87.42%

     Admin/Planning Expenditures

13,167,813

$                         

 

12,403,746

$           

 

94.20%

PROGRAM SUBTOTALS

                    Residential 

46,910,760

$                         

 

42,608,869

$           

 

90.83%

                    C&I

60,279,502

$                         

 

50,193,476

$           

 

83.27%

                    Other*

13,892,813

$                         

 

13,128,745

$           

 

94.50%

 TOTAL  Proposed    

121,083,075

$                       

 

105,931,090

$         

 

87.49%

      Docket 05-07-14PH01 EIA Programs    

   ISO Load Response Programs      

2,214,574

$                           

 

0.00%

                   TOTAL C&LM and EIA

123,297,649

$                       

 

105,931,090

$         

 

85.91%

2009  balance forward net of revenue realignment

29,733,311

$                         

 

2010 Carry Over

35,565,000

$           

 

119.61%

Total

153,030,960

$                       

 

141,496,090

$         

 

92.46%

OTHER - LOAD MANAGEMENT

OTHER - RENEWABLES & RD&D

OTHER - ADMINISTRATIVE & PLANNING

RESIDENTIAL

COMMERCIAL & INDUSTRIAL

OTHER - EDUCATION *

OTHER - PROGRAMS/REQUIREMENTS

Table 3

CL&P/UI Proposed C&LM Budget    

2010 - 2011 Comparison


3. 2012

Looking ahead to the 2012 budget, revenues are reduced as the result of legislative action which diverts revenues to help with the state budget deficit:
Subsequent to the defeasing of the rate reduction bonds, legislative actions through the adoption of Public Act 10-179 will divert approximately $19 million from the C&LM fund in 2012 and $27.0 million annually from 2013 through 2018 to help reduce the State deficit.  Approximately one-third of the EDCs annual C&LM fund will be impacted.  In order to avoid any impact on American Recovery and Reinvestment Act (ARRA) funding, the redirection of the C&LM funds will not begin until April 2012. While this action will not impact the 2011 budget, future budgets for electric programs beginning in 2012 will decrease. 

C&LM Plan, pp. 4-5.
The revenues for The Plan have decreased approximately 25%.  In 2012 the three mill/kWh assessment constitutes the majority of the incoming funds, 74%, followed by ISO-NE ODR’s at 10%.  See, Table 4.
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C&LM Plan, p. 24.

Proposed 2012 Revenues

Table 4


The Department will not approve the 2012 budget until the next annual filing, but has reviewed the budget for 2012 for reasonableness in light of the diverted funds. 
C. Residential Programs

1.
Home Energy Solutions

The objective of the HES program is to reduce total residential energy use through the comprehensive treatment of single‑family and multi‑family residential dwellings.  The program primarily targets high use electric and gas heating customers and/or customers with central air conditioning, though customers who heat with oil or propane are also eligible to participate.  The largest component of HES is its Core Services, which offers the following:
· The direct installation of low cost measures and services that are performed at the time of the initial in‑home visit;

· an opportunity for HES contractors to screen for additional energy‑saving opportunities; and
· an opportunity to educate customers about their home’s energy performance.


The EDCs and LDCs continue to expand the infrastructure for program delivery.  Currently, approximately 136 technicians implement HES through 19 vendors.  In 2011, the EDCs and LDCs will continue to seek qualified contractors who can provide comprehensive in-home services at cost effective rates through a request for proposal (RFP) process for HES Core Services.  The EDCs and LDCs have developed a more comprehensive selection process and raised minimum vendor requirements.  Some of the new requirements include, but are not limited to, mandatory Building Performance Institute (BPI) certification, the use of laptops in the field, increased offering of add‑on measures and increased communication so that customers are aware of all available options in the program.  The EDCs and LDCs indicated that they are aware of more than 50 vendors that are interested in bidding, and hope increased competition as well as alternative pricing models will result in lower program costs.  It is anticipated that the RFP review process will take place in mid‑December 2010, and new vendors will be in place to begin work in the first quarter of 2011.  2011 Plan, pp. 68 and 115; Response to Interrogatory GA-2; Tr. 11/22/10, pp. 402‑408.


The Companies, in consultation with the Energy Efficiency Board and the HES Working Group, propose to modify the co‑payment as follows.  The standard customer co‑payment for HES is currently $75 and in 2010, vendors had the flexibility to reduce the co‑payment at their own expense.  The EDCs state that in some situations, customers would receive different offers from competing vendors which led to confusion about the program.  There are also instances in which a scheduled appointment was cancelled when a customer located a vendor offering a lower co‑payment.  Further, the EDCs and LDCs believe that customers should buy into the program to a certain extent to have “skin in the game.”  Therefore, for 2011, the EDCs and LDCs propose to require that the customer co‑payment be fixed at $75 and that the practice of allowing vendors to modify the copayment be discontinued.  However, the EDCs request that they be allowed to modify the co‑payment to control program participation.  2011 Plan, p. 126; Response to Interrogatory GA‑5; Tr. 11/15/10, pp. 342‑344.

Under a previous Department Order, the EDCs and LDCs were required to submit a finalized list of services and pricing in HES Core Services.  2010 C&LM Decision, p. 23 and Order No. 5.  Therefore, current HES pricing will remain in place until the EDCs complete the HES vendor selection process and submit the finalized pricing list to the Department.

The Department approves the EDCs request to discontinue the practice of allowing vendors to modify the co‑payment.  In addition, the EDCs may adjust the co‑payment to control program participation.  However, the Energy Efficiency Board must approve all changes to the co‑payment and the EDCs must notify the Department regarding these adjustments.  This ruling allows the EDCs to offer a different co‑payment in their respective service territories when necessary to control program participation.  The co‑payment for customers that heat with electricity or natural gas can range from a minimum of $25 to a maximum of $99.
  As we move forward and look to increase the HES co‑payment the Energy Efficiency Board and EDCs should consider offering the option of on‑bill repayment for the co‑payment.

To be clear on this issue:
· HES vendors must collect the $75 co‑payment (or then current EDC‑approved co‑payment amount) from customers and cannot subsidize or otherwise refund the co‑payment to the customer;

· HES vendors are free to subsidize the $300 co‑payment for oil and propane customers down to the level of the then current co‑payment required for electric and natural gas customers.


Based on the foregoing, the EDCs shall require a co‑payment from all customers participating in HES.

A. Kitchen Table Wrap Up


Each HES visit is conducted by a two‑person crew (HES Crew) and generally lasts three to four hours.  In addition, each HES Crew generally provides service to two homes per day.  The duties of the HES Crew has expanded over time and now includes greeting the customer upon arrival at the home; explaining the services that will be provided or as the services are being performed; conducting the blower door test and during the test identifying areas that will be targeted to reduce air infiltration; identifying fixtures for CFL replacement; inspecting accessible areas for the current level of insulation; and visually inspecting appliances, heating equipment and ductwork when present.  Once the preliminary ‘inspection’ is complete, the HES Crew sets out to perform the work necessary to improve the home’s efficiency.  When the work is complete, the blower door test is repeated.  Throughout the visit the HES Crew must document a variety of items and will also address customer inquiries.  Once the services are completed the HES Crew is expected to speak with the homeowner (Kitchen Table Wrap Up) to discuss the findings of the visit, explain rebate forms, notify the customer about the residential loan program, and, most importantly discuss the potential for broader and deeper energy efficiency measures.  In general, HES has become far more comprehensive than when it was first introduced in 2007.


The Kitchen Table Wrap Up provides a unique opportunity for face‑to‑face interaction with the thousands of customers being served under this program; customers that are predisposed to improving the efficiency of their home.  This is the most opportune time to explain to the customer the costs and benefits associated with installing more comprehensive measures and the potential to achieve broader and deeper savings to improve the cost‑effectiveness of the program.  Therefore, this is a critical aspect of the program.

The Kitchen Table Wrap Up is conducted by the HES Crew.  However, if the HES Crew is conducting the first of its two scheduled visits they may be anxious to move on to their next appointment.  If the HES Crew is conducting the second of the two visits they may be anxious to complete their day’s work.  Additionally, the duties of the HES Crew have expanded over time and generally occupy the duration of the visit.  As a result, the Kitchen Table Wrap Up may not be as effective as it can be in educating customers and achieving greater penetration of savings.


Based on the expanded duties being performed under this program by the HES Crew and the Department’s goal of achieving broader and deeper savings to improve the cost effectiveness of the program, the Department concludes that the HES Crew may no longer be best suited to perform this most critical aspect of the program.  Therefore, the Department will direct the Energy Efficiency Board to examine ways to adjust the HES program standards to improve the effectiveness of the Kitchen Table Wrap Up.  The EDCs will be required to report on this matter as part of the 2012 C&LM Plan.  The HES Crew should continue to provide the Kitchen Table Wrap Up until program standards are adjusted.
A. Watt Meter


The EDCs provide a watt meter (cost of approximately $25) to HES participants if the participant “expresses an interest” in the device.  The EDCs continue, stating that HES vendors are not supposed to simply leave the watt meter with the customer.  Tr. 11/22/10, p. 579.


The watt meter displays the amount of energy being consumed by individual appliances when an appliance is plugged into the watt meter.  While the intention of this device is to educate consumers regarding the energy consumption of various end‑use appliances, the watt meter does not yield energy savings unless consumers take action to control the use of the appliance or opt to increase the efficiency of the appliance, e.g., by purchasing a more efficient unit or eliminating the appliance.  It is not clear whether this device is being used by HES participants to measure energy consumption or if it is generating additional savings.  Based on the foregoing, the Department will require the EDCs to discontinue distribution of the watt meter until the EDCs determine whether customers are using the device to achieve additional energy savings.  This action will reduce program costs.


As an alternative to the mass distribution of this device, the Energy Efficiency Board should explore whether the watt meter should only be made available:

· To customers who pursue comprehensive measures (i.e., through the residential loan program); and/or,

· Customers who redeem program rebates; and/or,

· Through distribution to local public libraries.  Under this option, customers could ‘check out’ a watt meter for say one month, and return it for others to use.  If selected, this option should be conducted as a pilot to determine customer interest in this type of program.  The Department recommends that where allowed, the EDCs consider displaying watt meters at libraries (i.e., connected to an appliance).
A. Market Transformation - Interest in Home Energy Efficiency


The EDCs state that they have issued an RFP to screen HES vendors.  They continue, stating that while there is nothing wrong with the vendors that are in place today “there’s tremendous interest from a variety of areas for people that want to become vendors . . .  there’s going to be a lot of people who want to get into this program so hopefully we’ll get lower pricing” as the result of the RFP.  Essentially, the EDCs believe that the vendor community is reacting to the demand for qualified personnel who can deliver residential energy efficiency.  Tr. 11/22/10, pp. 574‑579.


The EDCs caution however that the increase in vendor interest does not mean that the market for these services has been transformed.  Instead, it signals the opportunity to select from among an increasing number of skilled workers in this field while continuing to monitor the quality of the services being delivered.  The EDCs also note that customers have been please with the HES Program and as a result demand for the program has increased.  Therefore, the EDCs believe they can “gradually over time reduce the co‑payment (Energy Efficiency Fund subsidy) as customer demands increase to the point where the budgets can’t support the customer interest, and then when we get to the point where there’s a significant co‑payment on the customer’s part then, we’ll promote private vendors and the customer will then select and choose” among market‑based contractors.  As a result of the rapid and expanded increase in providing these in‑home energy services the EDCs believe that vendors should be licensed.  However, there are no licensing standards in place at the present time.  Id.


The evidence suggests that customers are generally pleased with the HES Program.  As a result, word‑of‑mouth advertising has combined with Connecticut’s interest in energy efficiency to increase the demand for HES program participation.  In turn, contractors have recognized that home energy efficiency may provide a viable career path and have pursued the BPI training necessary to perform these services.  As a result, a pool of qualified vendors is being created in anticipation of the green jobs that the HES Program or other market‑based energy efficiency programs/companies can provide.  This provides the EDCs and Energy Efficiency Board the opportunity to reduce program costs and to transition to a more market‑based delivery structure.  It also provides an opportunity to gradually release current vendors from the program while bringing in new ones for review as part of that strategy.


Market transformation remains the goal of the HES program.  However, neither the Department, Energy Efficiency Board nor the EDCs anticipated the rapid increase in vendor interest for the delivery of in home energy efficiency services that is being evidenced by the current RFP.  Therefore, to date a specific transition plan has not been developed.  However, the current situation affords the Energy Efficiency Board the opportunity to more aggressively pursue this goal.

The effort to transform this market must be gradual to assure proper vendor training and delivery of services and to assure customer satisfaction.  This process will likely involve the steps described by the EDCs; specifically, the training and introduction of new vendors under the HES program, an increase in the customer co‑payment, and, a reduction in the Energy Efficiency Fund subsidy.  In addition, during this period, the EDCs must explore the potential to establish a licensing process for vendors that seek to provide these in‑home services.  Based on the foregoing, the Department will require the EDCs and the Energy Efficiency Board to develop a formal transformation plan and timeline and to explore licensing of vendors.

A. HES Rebates


HES participants qualify for rebates for appliances such as energy efficient washers and refrigerators as well as the installation of insulation.  To encourage customers to act promptly, the HES program allows participants to double the value of these rebates if they purchase a qualifying appliance or complete the installation of insulation within 45 days of the visit.  While it may be reasonable to expect a customer to make a decision to purchase an energy efficient washer within 45 days of the visit, it is not reasonable to expect that a customer can pursue the estimates for, and the completion of, an insulation project within that same amount of time.  Therefore, the Department will require the EDCs to change the standard for doubling the rebate for installation of insulation to 90 days.  The 45 day standard will remain in place for appliances.
A. Cost Effectiveness


In the 2010 C&LM Decision the Department discussed the high cost of the HES program and set specific incentive goals for the EDCs.  At that time the Department set a goal of 4.8 cents/kWh and $2,900/kW for CL&P and 6.4 cents/kWh and $4,250/kW for UI for 2010.  2010 C&LM Decision, p. 19.  CL&P is proposing a cost rate of 5 cents/kWh and $3,278/kW for 2011.  2011 C&LM Plan, Table B.  The Department will require the same goals for 2011 as approved for 2010.  UI has done an effective job reducing the cost of the HES program over the past year.  The proposed costs rates are 6.1 cents/kWh and $3,143/kW for 2011.  2011 C&LM Plan, p. 42.  The Department will set UI’s incentives at the cost rates proposed.  The incentives will be $50,000 for each incentive for CL&P and $12,100 for each incentive for UI.  The Department would like UI to reduce the cost of this program further in the future and should expect lower cost goals in 2012.


A primary goal for the HES program is to improve the cost rate and benefit/cost ratio.  The best way to do so is to increase savings by having customers implement more comprehensive measures, which allows the EDCs to spread the administrative cost of the program across greater kWh savings.  The EDCs recognize this approach and have established an incentive/rebate structure for refrigerators, dehumidifiers, dryers, insulation, windows, central air conditioning, ductless heat pumps, geothermal heat pumps and natural gas furnaces to encourage customers to pursue deeper retrofits to increase the penetration rate of these measures.
To achieve greater penetration of comprehensive projects homeowners must be provided reliable and easily understood information as to the costs and benefits of any recommended measure.  While the EDCs have made improvement in this area more needs to be done.  For example, the EDCs state that appliances and heating equipment are visually inspected and that HES vendors recommend that appliances be replaced if they are more than 10 years old.  The Department was discouraged to learn that the recommendation to replace existing equipment is not accompanied by a formal evaluation or efficiency rating, and while HES vendors can look up the efficiency of appliances, no lists are provided to them.

It does appear that worksheets are provided for the vendors to provide information to customers on the cost and benefits of recommended projects.  However, it is uncertain whether this is a requirement for vendors.  There also does not appear to be any specific software programs or methodologies that are provided to vendors to help them provide reasonable and consistent estimates.  Given the lack of analysis discussed above, the current structure for providing estimates may provide a false sense of security to customers.

Customers expect more from paid energy conservation experts and so does the Department.  Customers should not be expected to rely on general information or generic estimates of savings when deciding to invest thousands of dollars in broader and deeper conservation measures.  Project specific information is necessary to provide customers with reliable estimates as to the costs and benefits of the recommended measures and to assure them that their money is spent wisely.  Credible information will in turn make it easier for HES vendors to convince customers as to the value of these investments.  To improve this aspect of the program, the Department has directed a review of the effectiveness of the Kitchen Table Wrap Up and has required the EDCs to develop a tool to allow customers to compare the cost and benefits of various equipment.  See, Section II.D.6., Fuel Switching, herein.

The Department supports having the EDCs and its vendors encourage customers to pursue more comprehensive measures at the time of the HES visit and through follow up calls.  However, given the weak analysis and information provided, the Department can not do so at this time.  In fact, until more detailed information can be provided the HES program should clearly indicate that savings are based on general information and not customer specific data.  The Department will not allow any bonus incentives to vendors or the companies to promote appliance, AC or space or hot water heating equipment replacements at this time.  The Companies and the Energy Efficiency Board should work to improve these deficiencies over the coming year.

Customers can be encouraged to do more comprehensive measures by making rebates available for those that install measures on their own.  Currently windows and insulation must be installed by a vendor to be eligible for rebates.  There is no compelling reason for this requirement as many customers have the skills necessary to install insulation.  Therefore, the Department will require the Companies to discontinue the vendor installation requirement for insulation rebates.  Based on the foregoing, the Department finds that OCC’s recommendation to offer insulation rebates for do‑it‑yourselfers to be reasonable.  Therefore, the EDCs must develop said rebates.  Separate rebates could be considered for vendor and do-it-yourself installations.


Another way to improve the benefit/cost ratio of the HES program for electric customers is to reduce electric subsidies to gas and oil customers.  The Department will require two funding modifications discussed below but also believes the Companies and the Energy Efficiency Board should continually strive to reduce inter fuel subsidies and match the funding sources to those receiving the benefits.

The co‑payment for oil and propane heating customers has been subsidized (i.e., reduced from $300) through the use of American Recovery and Reinvestment Act (ARRA) funds.  The Companies indicate that ARRA funding is expected to be exhausted in early 2011.  2011 C&LM Plan, p. 116.  In its Written Exceptions CL&P states that customers who heat with oil or propane represent the largest population of residential customers served under the HES program and the imposition of an unsubsidized $300 co‑payment will abruptly reduce the number of these customers participating in the program.  To avoid this unwanted result, CL&P requests that the Department authorize it to allocate $1.5 million in RGGI funds to subsidize HES Core Services delivered to oil and propane customers in 2011.  CL&P states that $1.5 million will support about 25% of HES program participation.  CL&P Written Exceptions, p. 4.

In support of its request CL&P notes that RGGI funds are allocated to participating states for energy efficiency programs that reduce greenhouse gas emissions and that improving the heating and cooling efficiency of oil and propane heated homes will go directly to reducing their greenhouse gas emissions.  Id.

The RGGI provides revenues to the Energy Efficiency Fund based on greenhouse gas reductions.  As a result, it is reasonable to allocate a portion of these revenues directly to the HES program to reduce the greenhouse gas emissions from oil and propane heated homes.  Therefore, the Department approves CL&P’s request.  The Department will also authorize UI to allocate a portion of its RGGI funding to subsidize the HES co‑payment for oil and propane heated homes in its service territory.  The Department authorizes UI to allocate $375,000 to this program.

Based on the foregoing the Department will require a co‑payment of $300 for oil and propane customers to participate in the HES program.  However, a portion of the co‑payment can be subsidized through the use of ARRA funding, from other non‑electric ratepayer funding, through HES vendors or, as requested by CL&P, through the use of RGGI funds.  Absent a subsidy, the customer co‑payment for oil and propane customers shall remain at $300.

The EDCs indicate that electric customers pay 50% of the rebate for the early retirement/replacement of working natural gas furnaces.  The EDC’s portion of the rebate would support the electric efficiency of the furnace fan which is integral to these units.  2011 C&LM Plan, p. 130.
Gas savings are the primary reason for customers to install a high efficiency gas furnace and should constitute the majority of the savings.  The Department therefore will allow the Energy Efficiency Fund to support a rebate for these units but require the EDC’s to pay less than 50% of the $500 rebate for gas furnaces with an efficient fan in the HES program.  The allowed incentive should be based on the electric proportion of the total gas and electric avoided cost savings.  The Department would allow the same electric incentive for oil furnaces that meet the fan efficiency criteria.  For gas units that do not have an efficient fan, the LDC’s should support the entire rebate.


The Department approves the integration of the Limited Income Program with the HES program for marketing purposes.  However, since the incentives are very different between the programs the Department will require that each program be tracked and evaluated separately.  

2.
Residential Heat Pump Water Heaters


Order No. 15a in the 2010 C&LM Decision requires the EDCs to submit their recommendations and plan to proceed with the promotion of residential heat pump water heaters (HPWH).  In a filing dated August 30, 2010, in Docket No. 09‑10‑03 (Order 15a Compliance Filing) as well as in the 2011 C&LM Plan, the EDCs submitted information regarding this Order.  2010 C&LM Decision, p. 51; Order No. 15; Tr. 11/22/10, p. 530; 2011 C&LM Plan, pp. 153‑158.


The EDCs state that they have continued to monitor the HPWH market and conclude, with the support of the Energy Efficiency Board’s residential consultant that now is an opportune time to implement an incentive to promote the technology.  Testimony indicates that HPWHs can cost $1,500 or more, reflecting twice the cost of a conventional electric water heater.  As a result, and upon Department approval, the EDCs propose to implement a $400 incentive to be paid to residential customers for qualifying HPWHs that replace existing electric resistance water heaters.  Tr. 11/22/10, p. 531; See, Order 15a Compliance Filing.


The EDCs continue, stating that two key developments are critical to their recommendation to implement an incentive.  First, Energy Star requirements for HPWHs have been finalized.  These requirements include a six year warranty on the sealed system and a minimum coefficient of performance of 2.0.  Second, HPWHs are being manufactured by established and well known companies including Rheem, General Electric, Whirlpool and AO Smith, and are available through existing local retail channels.  Currently there are 14 manufacturers that make HPWHs models that meet or exceed the Energy Star standards.  As a result, and unlike in the past when product selection was extremely limited, there are numerous Energy Star HPWHs currently available to customers.  Order 15a Compliance Filing, p. 2.


The EDCs state that they are mindful that heat pump water heaters may not always be a suitable replacement for electric resistance water heaters.  For example, a below grade unconditioned basement is the ideal environment for a heat pump water heater while closets and/or locations within the conditioned space are not.
  The improper location of a HPWH may result in consumer discomfort (e.g., production of cold air or noise) or the inefficient operation of the unit.  C&LM Plan, pp. 153‑155.


The EDCs state that while the Energy Star certification is important, it does not address some of the key consumer issues identified through utility program experience in northern climates.  As a result, the EDCs have been active in a national effort to develop Energy Star standards that are more applicable to northern tier states.  The purpose of the northern tier standards would be to ensure consumer satisfaction and high energy performance in cooler climates.  The northern tier standards will attempt to address issues including cold air exhaust, condensate management, cold weather efficiency, freeze protection, and reliability.  C&LM Plan, pp. 153‑155.


The EDCs also note that current manufacturer training of HPWH installers focuses primarily on marketing and that the training insufficiently addresses some of the important aforementioned issues.  To address this concern, the EDCs plan to work with manufacturers, contractors and building officials on consumer education and to promote and enforce the proper application and installation of heat pump water heaters.  As a follow-up, the EDCs will solicit feedback from customers who have installed a HPWH to gauge their satisfaction and to ensure that manufacturer guidelines are being followed.  C&LM Plan, pp. 153‑155.

HPWHs can provide significant energy savings when compared to standard electric resistance models.  For example, a HPWH can reduce by 50% the electricity used to heat domestic hot water, can reduce electric demand by 0.2kW and offers the potential to reduce or eliminate dehumidification, where in use.
  2004 C&LM Decision, pp. 25‑29.  The EDCs, Energy Efficiency Board and Department long ago recognized the potential benefits associated with HPWHs and have been anxious to promote this technology.  See, Decision dated September 19, 2001, in Docket No. 01‑01‑14, DPUC Review of the Connecticut Light and Power Company and United Illuminating Company Conservation and Load Management Programs and Budgets for 2001.  (2002 C&LM Decision) pp. 7‑9.  It appears the time to do so has arrived.  Department review of the EDCs proposal finds it to be reasonable; therefore, it is approved.  The Department notes that the Energy Efficiency Fund supported a rebate of $600 for the Hot Shot add on heat pump water heater in 2003 as being cost-effective at that time.  Id.


The EDCs propose that this incentive only be paid for qualifying HPWHs that are used to replace existing electric resistance water heaters.  The Department finds that it is reasonable to initially limit the rebate for this technology to the replacement of existing electric water heaters.  However, the Department also concludes that it is appropriate to have the Energy Efficiency Board and EDCs determine whether there are additional scenarios that warrant a rebate for this technology.  For example, it is likely there are situations in new construction in which the installation of a standard electric water heater is regularly considered.  These situations should not be precluded from taking advantage of this rebate in order to reduce electric consumption and advance this technology.

Further, the Department finds that there are likely numerous opportunities to encourage the installation of HPWHs through the early retirement of existing electric water heaters under the HES program for current and past program participants.  However, to do so may require an enhanced rebate, similar to the other enhanced rebates offered under HES, to encourage these customers to take an action that requires the replacement of a working hot water heater.  This type of offer has the potential to increase the cost effectiveness of the HES program while increasing awareness about HPWHs and the residential loan program.  However, the EDCs proposal would not address these opportunities.  There may be other opportunities as well.  Based on the foregoing, the Department will direct the Energy Efficiency Board and EDCs to examine other opportunities to offer rebates for HPWHs.


The 2002 C&LM Decision states “UI states that a large percentage of the water heaters in its service territory are designed to control on‑peak consumption.  As a result, UI wants to determine whether the Hot Shot is compatible with these controlled units before it aggressively markets the units.”  Decision, p. 7.  At that time, UI was exploring whether storage type water heaters (e.g., 80 or 100 gallon) that were operated with a timer to reduce on‑peak consumption and used a Hot Shot, would satisfy residential domestic hot water requirements.  The EDCs should review UI’s data and, if the findings were favorable, explore the potential to encourage the installation of storage type HPWH to promote off‑peak consumption for this end use.  The EDCs will be required to report their findings on this issue as part of the 2012 C&LM Plan.


Educating consumers and vendors regarding this and other efficient technologies and available rebates is critical to increasing the market penetration of efficient appliances.  This information will also be critical to avoiding the potential for consumer related dissatisfaction discussed above.  Therefore, the EDCs must develop appropriate educational material, including web based information about this rebate and technology (similar to that which is currently available for ductless heat pumps) for this purpose.


At present, HPWHs are expensive when compared to a conventional electric water heater.  However, as this technology becomes more commonly accepted the price may decline.  Therefore, the EDCs must monitor the retail cost of these units and propose adjustments to the rebate(s) if appropriate.
3.
Residential Financing Pilot Program


The EDCs state that in compliance with directives in the 2010 C&LM Decision, on June 1, 2010, they launched a residential financing pilot (Finance Pilot) program.  See, 2010 C&LM Decision, pp. 32‑40; 2011 C&LM Plan, Exhibit 3, p. 382.  In response to the Department’s request in Docket Nos. 09‑10‑03 and 08‑10‑02, in a letter dated July 1, 2010, the EDCs submitted information concerning the operation of the Finance Pilot for the period of June 1 through June 28, 2010.  That filing included the following information:

· Structure of the program;

· Criteria used for determining customer eligibility;

· Criteria applied by AFC provide Financing Pilot services;

· Quality assurance and installation verification;

· Program modifications implemented since June 1, 2010;

· Eligible measures; and,

· Participation through June 28, 2010.


The EDCs state that at present the Finance Pilot is being provided on a fuel blind basis for a variety of energy efficient measures including high efficiency insulation, advanced air and duct sealing, furnace and boiler upgrades, replacement of single pane windows (only if combined with at least one other energy savings initiative) and water heating systems.  The EDCs believe that the Finance Pilot has proven very successful in stimulating consumers to pursue broader and deeper energy efficiency.  Tr. 11/22/10, pp. 547‑549; Response to Interrogatory EL‑31.


Unless otherwise directed by the Department, the EDCs intend to continue to operate the Finance Pilot within the current guidelines/requirements until May 31, 2011, the end of the one‑year pilot period.  At that time, the EDCs intend to evaluate the Finance Pilot while continuing to offer residential financing to HES participants beyond the original pilot period.  The EDCs will notify the Department of any material changes being made to the current Finance Pilot (e.g., interest rates, interest rate buy downs, measures financed, etc) prior to June 1, 2011.  Id.


The EDCs state that the current source of capital for the Finance Pilot, Fannie Mae, carries a very high interest rate, making the permanent use of this funding unattractive.  The EDCs testified that before a permanent financing program can be established, the Department will need to address an appropriate funding source for any interest discount as well as the source of funding for loan defaults.  The EDCs note that under the Finance Pilot electric ratepayer funds are being used to subsidize these costs.  Therefore, the continued use of electric ratepayer funds to subsidize the interest rate on a gas or oil‑fueled heating system will not generate any electric savings.  As a result, the incentive being paid in those instances will not be cost effective if measured by the electric test.  Id.

Regarding alternative sources of capital, in a letter dated October 29, 2010, submitted in the instant proceeding, UI proposes to implement the Small Business Energy Advantage Program loan model for its residential customers.  Under its proposal UI would continue using AFC to originate the loans but would provide utility capital to fund the loans and offer on‑bill repayment.  This approach will allow the processes that were put in place under the Finance Pilot to remain unchanged and allow the program offering to remain identical across CL&P and UI’s service territories.  The only change that UI customers would experience would be that their loan repayment would be included as a line item on their electric bill.  See, October 29, 2010 correspondence.


In order to implement this approach for its residential class, UI is requesting the following approval from the Department:

· Allow UI to receive it’s after tax average cost of capital (currently 6.38%) for up to $5.0 million in utility funds from the Energy Efficiency Fund or some equivalent recovery mechanism;

· Allow UI to recover any expenses associated with defaulted loans from the Energy Efficiency Fund or another recovery mechanism;

· Approve the practice of applying any partial payments to the utility charges first, and then to the residential loan.  This approach would ensure that electric service is only terminated for unpaid utility charges and not for defaulted loans; and
· Allow UI to fund any incremental administrative costs through the Energy Efficiency Fund.  Id.


UI believes this approach will improve the current offering available to customers by lowering the interest rate and associated expenses for the Energy Efficiency Fund, while at the same time providing customers the convenience of repayment on their electric bill.  UI will continue to work with the Energy Efficiency Board to identify new sources of capital and better approaches to offering customer financing for energy efficiency upgrades.  UI estimates it could implement its proposal within six weeks of Department approval and believes its proposal complies with the requirements of Section 14 of Public Act 07‑242.  Id.; Tr. 11/22/10, p. 554.


CL&P indicates that it too has been seeking alternative sources of capital for residential financing, stating that it recently submitted a proposal to the Energy Efficiency Board to use $15.0 million of CL&P‑related 2010 Energy Efficiency Fund carry‑over as a source of capital ($14.0 million for loans and $1.0 million for a loan loss reserve).  At the Department’s request, CL&P submitted that proposal in this proceeding.  Tr. 11/22/10, p. 557; Late Filed Exhibit No. 26.  In a filing dated December 8, 2010, CL&P submitted a formal proposal for Department consideration.

Specifics of CL&P’s December 8, 2010 proposal are as follows.

1. Allow CL&P to invest $15.0 million of 2010 available Energy Efficiency Fund capital in an account with the State of Pennsylvania (PA) Treasury Department for residential energy efficiency loans in CL&P’s service territory ($14.0 milion in loan capital; $1.0 million in loan loss reserves).  CL&P, as administrator of the Energy Efficiency Fund would look to enter into agreements with AFC for the provision of energy efficiency loan origination services, and with the PA Treasury Department to replace Fannie Mae as financier, through its INVEST, or similar program as detailed in CL&P’s presentation to the Energy Efficiency Board on November 10, 2010, to fund the loans originated by AFC;

i. In 2012, the $15.0 million investment (net of any loan loss reserves used) would be returned to CL&P on behalf of the Energy Efficiency Fund for use to fund other energy efficiency programs through the following methods:

1. Sale of loans in secondary market by the PA Treasury Department, or if a secondary market does not develop, to Fannie Mae, with any additional interest premium to be deducted from the proceeds of the sale;

2. Return of any funds not loaned to customers; and,

3. Customer loan repayments pursuant to loan terms.

ii. The Energy Efficiency Fund capital held by the PA Treasury that is used for loans will accrue interest at an agreed upon rate (greater than zero percent) so that such capital can be later sold into the secondary market.  CL&P notes that an interest rate needs to be established since there is no demand from the secondary market to purchase zero percent interest loans.

2. CL&P and Yankee Gas Services Company will continue to utilize their filed 2011 C&LM Residential Financing budgets to buy‑down interest rates for residential energy efficiency measures eligible for financing.  Under its proposal, CL&P estimates the Energy Efficiency Fund will save between 4 and 5 percent in interest rate buy down expense;

3. Approve the practice of applying any partial payments for on-bill servicing of the loans to the utility charges first, and then to the residential loan.  This approach will ensure that electric service is only terminated for unpaid utility charges and not for defaulted loans;

4. Allow CL&P to fund any incremental administrative costs (i.e., loan servicing on customers bills) through the Energy Efficiency Fund; and,

5. Approve and authorize payment or reserve of the $15.0 million for this loan capital pool by December 28, 1010.


CL&P states that it will remove this $15.0 million expenditure from the computation of its 2010 performance management fee and use filed 2011 C&LM Budgets to buy down Interest Rates to 0% ‑ 2.99%.  CL&P provided the following table to compare the cost of the current Finance Pilot to alternative proposals.

Table 5
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CL&P states that its proposal would allow it to continue offering financing to residential customers who choose to invest in energy efficiency and will yield the following benefits.  The proposal will:

· Produce a more sustainable residential financing initiative;

· Reduce the interest rate buy down amount paid by the Energy Efficiency Fund (presently 40% of loan amount) by not relying on high cost Fannie Mae funding;

· Lower Energy Efficiency Fund costs will allow more customers to receive energy efficiency financing;

· Reduce the Energy Efficiency Fund budget carryover of unspent funds from 2010 to 2011;

· Enable the circulation of Energy Efficiency Fund revenues to support new customer loans through a program that will use expended funds to be repaid or otherwise made available for additional C&LM measures in 2012, when the budget is projected to be reduced by 35% to mitigate state budget deficits. 

· Provide on-bill repayment option which is currently unavailable under the present source of loan capital, Fannie Mae.

· Eliminate the potential that interest rates for CL&P residential energy efficiency loans may increase.


Regarding loan repayment for projects that combine electric and fossil‑fuel measures, the EDCs support a single financial agreement to avoid having to separately bill, for example, the gas portion of the project through the gas bill and the electric portion through the electric bill.  The EDCs state “I think the customer preference would be to have a single loan for what would be, quote/unquote, the energy efficiency project.”  Further, the EDCs state they would incur additional costs to modify existing software because the current software does not support multiple financial agreements for the same project.  However, the EDCs believe that customers may find it confusing if the loan repayment only appeared on the electric bill, stating “I think it would be tricky to expect them [customers] to understand that you have to take the two bills together and figure out that the savings are there.”  Tr. 11/22/10, pp. 424‑430.


The objective behind offering residential financing is to provide a streamlined process and access to third‑party funding to customers who would otherwise find it difficult to afford the installation of broader and deeper energy‑efficient measures.  At present, the Finance Pilot is achieving this objective, but at a high cost to the Energy Efficiency Fund due to the interest rates being assessed by Fannie Mae.  Therefore, the Department must work to reduce this cost.  Further, the Financing Pilot is not offering on‑bill repayment, which the Department endorses.


The Department has sought to implement an on‑bill loan repayment program for residential customers for some time.  In addition, Section 14 of Public Act 07‑242, An Act Concerning Electricity and Energy Efficiency, (P.A. 07‑242) requires the EDCs to develop a program with residential on‑bill repayment of financing for conservation measures among the energy efficiency programs offered under §16‑245m.  However, the Companies have been reluctant to move forward with residential financing, citing state and federal banking laws and/or regulations that would make it difficult for them to offer a residential on‑bill repayment structure.  Use of a loan originator will mitigate these concerns.  Therefore, the EDCs are prepared to move forward with on‑bill financing.  See, 2010 C&LM Decision, p. 37; Tr. 11/22/10, p. 554.


Based on the evidence submitted in this proceeding, the Department finds that UI’s proposal fulfills past Department directives regarding residential on‑bill financing and is consistent with the requirements of P.A. 07‑242.  Therefore UI’s proposal is approved with the following modifications.

The Department will require the following standards to implement UI’s program:

· UI’s capital will fund the cost of any project in its service territory;

· The customer will enter into a single financial agreement whether the project is for a home heated by electricity or gas or a combination of these fuels;

· Loan repayment for all projects will appear on the customer’s electric bill;

· Loan repayment will be identified on the electric bill as CT Energy Efficiency Fund Loan;

· Gas utilities will reimburse the Energy Efficiency Fund for their share of each project’s cost including the cost of the loan;

· The customer’s gas bill must include a message regarding energy savings and the loan repayment structure during the term of the loan.


To reduce costs and improve the cost‑effectiveness of the residential loan program the Department will require a minimum interest rate of 2.99% be applied to all loans beginning June 1, 2011.  In addition, and similar to the standards applied under the Finance Pilot, the Department will allow the Energy Efficiency Board the flexibility to establish higher interest rates.
  Any costs associated with electric savings measures, including the interest paid to UI and loan losses will be recovered from the Energy Efficiency Fund.
  Any costs associated with gas projects, including costs of financing, loan losses and an equitable share of administrative costs shall be recovered from the LDCs.  The Energy Efficiency Board must closely monitor this program and notify the Department if the new interest rate reduces program activity.

For a loan program to be successful and worthwhile it must be cost‑effective so as to induce savings at a lower cost.  Absent providing loans (and the associated cost) the Energy Efficiency Fund could simply increase existing incentives and rebates to achieve this goal.

Compared with the Finance Pilot, the use of UI capital to support residential loans and the changes to the residential loan program standards that will become effective on June 1, 2011 approved herein, will lower the cost of funding residential loans.  However, it is still uncertain whether the financing program will prove to be cost effective or provide a better option than simply increasing incentives at this time.  Therefore, UI and the Energy Efficiency Board should continue to examine methods to reduce the cost of the program.  To further reduce the cost, the Energy Efficiency Board should consider having UI use Energy Efficiency Fund dollars in the future.  Other fees should also be examined.  Increasing the interest rate for longer term loans could also reduce the cost and encourage shorter term loans.

The Department did not have an opportunity to explore the financing proposal submitted by CL&P on December 8, 2010.  Therefore, the Department will reopen the instant proceeding to review the proposal and rule on it.  The Department will allow CL&P to set aside $15.0 million from the 2010 carry over funds to potentially fund the financing program.  Through this reopened proceeding the Department will explore ways to reduce the cost of all loans and examine other loan‑related issues.

Regarding continuation of the loan program beyond the Finance Pilot period, the Department finds that residential loans should continue and that the Energy Efficiency Fund should no longer subsidize loans for oil heated homes.  For CL&P, the Department intends to rule on its on‑bill financing proposal in time for a June 1, 2011, implementation.  However, if the Department has not issued a ruling on CL&P’s on‑bill financing request, CL&P shall continue to use of Fannie Mae capital to offer residential financing but must modify the program standards as discussed herein (e.g., 2.99% interest rate floor).  Further, the cost of gas measures should be funded through gas revenues.  Therefore, the EDCs must modify the program effective June 1, 2011 to accommodate these requirements.
In its Written Exceptions CL&P requests clarification regarding the use of Energy Efficiency Fund dollars to support an interest rate subsidy for oil or propane measures.  CL&P Written Exceptions, p. 7.  It may be appropriate to allocate RGGI funds to support the cost of loans for oil and propane customers and the Department will address this matter in the reopened proceeding.  However, the Department reiterates that direct funding from the three mill/kWh charge shall not be used to support oil or propane measures.


At present, the LDCs are not prepared to offer an on‑bill loan repayment option.  Therefore, to continue the residential loan program the Department finds that a single financial agreement and repayment structure is necessary to avoid administrative cost and customer confusion under the residential loan program for energy efficiency at this time.  The matter of providing on‑bill loan repayment through LDC customer bills will be examined in the future.


The Department supports multiple measures and sees this as an opportunity to implement broader and deeper savings in order to improve the cost‑effectiveness of the HES Program.  It also provides an opportunity to increase awareness about the Energy Efficiency Fund.  The Department also finds that customers will not be confused by having the cost of gas measures financed through their electric bill, nor will they find it difficult to understand that savings are the result of a single loan being repaid through their electric bill, at this time.  Rather, customers will likely appreciate the convenience and simplicity of the one‑bill on‑bill program.
4.
Residential New Construction

In the 2010 C&LM Decision the Department discussed the high cost of the RNC and set specific incentive goals of 5.5 cents/kWh and $2,500/kW for CL&P and UI.  2010 C&LM Decision p. 28.  The Department is pleased to see that the projected costs for 2011 are significantly less than those proposed for 2010.  2011 C&LM Plan, pp. 31 and 42.  The Department will set the same goals for 2011.  The incentives will be $50,000 for each incentive for CL&P and $12,100 for each incentive for UI.  

5.
Efficiency Standards for Consumer Product Appliances


In the 2010 IRP Decision the Department expressed its support for promoting stricter appliance and consumer product standards as a low cost means to promote energy efficiency. 2010 IRP Decision, p 57.  In Order No. 15f in the 2010 C&LM Decision, the Department directed the EDCs to develop a plan to promote stricter appliance and electronic standards through the proper venue(s) and authorized $200,000 from the Energy Efficiency Fund for this purpose.  During 2010, the EDCs reviewed existing regional and national appliance standards initiatives and participated in numerous seminars and conferences, but did not develop an affirmative plan.  However, the EDCs spent down the funds allocated for this purpose.  Tr. 11/22/10, pp. 505-507.

The US Department of Energy (DOE) and the California Energy Commission (CEC) have both advanced higher efficiency standards in household appliances, consumer products and commercial equipment.  DOE has scheduled the revision of Federal energy efficiency standards for 24 appliances, consumer products and commercial equipment from FY 2010 to FY 2012.  DOE completed standards for nine types of products and equipment in FY 2009.  DOE has completed test procedures for another seven products and equipment types in FY 2009 and has scheduled testing of 25 products and equipment from FY 2010 to FY 2012.  CL&P Response to ADR-03, p. 2.  The CEC has also promulgated appliance, consumer products and commercial equipment standards in Title 20 of the California Code.  CEC played a significant role in promoting more stringent efficiency standards, particularly in years when there was little Federal effort to revise product standards.  In recent years, until 2009, Connecticut and other states have adopted California’s standards for selected products and equipment for which there were no Federal standards.  By law, Federal DOE standards pre-empt state standards and recent DOE actions make it clear that the Federal government has undertaken a robust initiative in formulating efficiency standards.  ADR-03.


The Energy Efficiency Fund supports energy efficiency standards by way of funding regional groups, such as NEEP.  The EDCs testified that although the Energy Efficiency Fund has provided some financial support to regional efficiency initiatives, to date, the EDCs have allocated little staff resources toward direct involvement in state, regional or Federal policy forums.  NEEP apprises the EDCs on the progress of Federal DOE scheduled appliance standards testing and rulemaking.  NEEP also conducts research and drafts technical comments on Federal, CEC and regional efficiency standards for selective products and equipment.  In addition, NEEP supports a regional initiative, the Design Light Consortium, which is instrumental in testing and certifying emerging technology in lighting products, particularly LED lighting, to get qualified products into the marketplace.  The Energy Efficiency Fund has provided a total of $256,125 to support NEEP’s efforts in 2010.  CL&P and UI Late Filed Exhibit No. 21.
  CL&P testified that it plans to allocate a small portion of a full-time equivalent (FTE) toward evaluating and advocating appliance efficiency standards.  Tr. 11/22/10, p. 507.


The Department believes that providing Energy Efficiency Fund dollars to support the technical expertise of NEEP, rather than directly through the EDC efforts, fulfills the goal of the 2010 IRP Decision to promote stricter appliance standards.  The Department believes that support of technical research and expertise of professional organizations, such as NEEP, is an appropriate approach, rather than to allocate significant staff resources to try to promote these initiatives in-house.
  The Department supports the current course of action.  In the annual C&LM Plan, the Department directs the EDCs to provide an update of the achieved and planned milestones in Federal, state and regional standards as they affect consumer products, appliances and equipment purchased in Connecticut.  Efficiency standards shall be included as a separate budget and program entry in the programs section of the annual filing.  The EDCs may also allocate a portion of an FTE toward tracking regional and federal standards, and where appropriate, provide comments and technical expertise in support of more stringent standards.  Funding shall come from unallocated dollars from the $200,000 in the 2010 budget directed for this purpose, or from existing 2011 C&I budgets.  Based on the best available technical information available, and where appropriate, the Energy Efficiency Board shall recommend to the Legislature efficiency requirements that will improve the energy efficiency of products and equipment sold in Connecticut.  The Department will work together with the Energy Efficiency Board to promote these efforts in legislation or regulations. 


Finally, UI testified that the EDCs will be rolling out an initiative in 2011 to support consumer education and awareness of “vampire” loads, particularly in consumer electronics.  Tr. 11/22/10, p. 504.  The Department fully supports this effort.
D. Commercial and Industrial Programs

1. Codes and Standards

In the 2010 IRP Decision, pp. 55-57, the Department expressed its support for promoting stricter building codes and standards as a means to promote energy efficiency.  Efficiency standards offer the benefit that, as a universal product, equipment or building mandate, they present little or no program cost to ratepayers.  Standards promote market transformation in the consumer product markets and capture “lost opportunities” at the time of consumer purchase.  These advantages are offset by the requirement that standards must be implemented and enforced.  In the instant docket, the Department explored scenarios for EDCs’ future activities to promote greater adherence to building codes and stricter appliance standards.


The EDCs testified that the current Connecticut building code, effective August 1, 2009, incorporates the 2006 International Energy Conservation Codes (IECC) 90.1 standards.  The IECC standards are in turn adopted from the 2004 ASHRAE 90.1 building code standards. The American Society of Heating, Refrigerating and Air Conditioning Engineers (ASHRAE) standards are developed as an open process among building professionals; IECC standards are adopted by voting members of building code officials.  The EDCs have had representation and participation in the ASHRAE process but cannot participate in the IECC process.  ISE does not take part on either committee, but does participate in building code training, as discussed below.  ASHRAE 90.1 standards are in a continual process of review and revision with newly adopted standards emerging approximately every three years.  IECC standards are subsequently revised and are based on the completion of the most recent ASHRAE standards.  The 2006 IECC 90.1 building code has been incorporated into the 2009 amendments to the Connecticut State Building Code as Conn. Agencies Regs. § 29‑252-1d.  The 2009 Connecticut building codes are administered and enforced at the state level by the Department of Public Safety (DPS), Office of Building Inspector.

According to the EDCs, subsequent to the 2004 ASHRAE 90.1 standards, ASHRAE revised its standards, which it adopted as its 2007 ASHRAE 90.1 Code.  The 2007 ASHRAE 90.1 standards were adopted into the 2009 IECC 90.1 building code standards.  DPS is currently in the process of reviewing the 2009 IECC 90.1 protocol for adoption into the Connecticut building code revisions.  DPS has scheduled hearings in December 2010 to review the updated 2009 IECC 90.1 standards.  The usual practice in Connecticut is for DPS to adopt as regulations the most recent IECC 90.1 standards, after a period of public comment and review.  Connecticut typically adopts the IECC 90.1 standards with minimal changes.  Connecticut General Statutes require that the 2012 IECC protocol be adopted as the Connecticut building code within 18 months of the publication of the IECC.  The scheduled date of the 2012 IECC revisions is December 2011; Connecticut building code revisions are expected to be adopted by mid-2013.  Tr. 11/22/10, pp. 435-438. 

ISE has a key role in promoting the enforcement of Connecticut’s building code.  ISE has received a three-year agreement with DPS to survey local building officials to identify which aspects of the State’s building code are in non-compliance.  ISE has distributed a survey to local building officials, which will not only identify noncompliance, but will assist in the development of building code compliance training.  DPS will implement building code training, which will be funded by a $300,000 ARRA grant.  When the new Connecticut building codes take effect in mid-2013, DPS will enlist a third party to conduct site inspections to determine whether the structures are built to the new code.  Tr. 11/22/10, pp. 442 and 443.

Mr. William Leahy, a witness for ISE, indicated that there are sufficient ARRA funds to train building inspectors; however, he expressed concern whether there is sufficient code training for the building trades to ensure that buildings are built to code.  He stated that the Energy Efficiency Fund, through the EDCs, has made a sufficient effort to train architects and engineers, but more should be done to train plumbers, builders, electricians and other building trades.  Tr.11/22/10, p. 444.  


In its Brief, CL&P indicated that the EDCs are working with the Energy Efficiency Board to develop a plan to increase the energy efficiency in building use through building code training.  This plan will include the design community, DPS and code officials in other states in the Northeast, building trades and the ISE.  CL&P cautions that enhanced code training may not result in immediate benefits in terms of higher energy efficiency.  CL&P Brief, pp. 7 and 8.  


UI indicated that community colleges have shown an interest in providing training programs in building code compliance and BOC programs.  UI suggested that ISE could serve as an advisor to help develop these programs.  UI believes that ISE has a track record in the K‑12 pilot program of providing BOC training in a cost effective manner and would support an ISE leadership in developing and implementing BOC training programs on a broader scale.  UI Late Filed Exhibit No. 18; UI Brief, p. 7.  


ISE and the EDCs have each assumed different, yet complementary responsibilities to promote better code compliance.  ISE has undertaken the role of training building inspectors and the EDCs have conducted code training for the architect and engineering community.  UI has indicated that the EDCs train home builders on compliance to the Connecticut building code.  Tr.11/22/10, pp. 444-446.  The Department supports the current bifurcation of code training responsibilities among the EDCs and ISE.


The record evidence in this docket indicates that substantial training programs are in place for architects and engineers as well as building inspectors.  However, there is little building code training in the C&I sector for builders themselves.  To assure better compliance with the building code, it is necessary to implement training programs for the professionals in the building trades, i.e. electricians, plumbers, building contractors and other construction professionals.  Better education in energy efficient building techniques will assure that building professionals comply with the code through proper construction and installation techniques, rather than learning by way of inspection and violation.  Tr.11/22/10, p. 444.  The Department has identified several areas in which educational efforts and resources should be enhanced to improve the training of all industry groups involved in the design and construction of C&I buildings.  


The Department believes that committing Energy Efficiency Fund dollars toward closing this training gap among the building trades would be an effective way to address the problem of code compliance.  The Department supports the development of curriculum and implementation of training programs for the building trades.  ISE, which has already taken a leadership role in developing curriculum in vocational high schools, community colleges and in K‑12 O&M training, should take an active role in the development and implementation of code training for building professionals.  Mr. Leahy suggested implementing training partnerships with building trade organizations and the Construction Institute as a means to move forward.  Tr. 11/22/10, pp. 448 and 449.

The testimony in this docket supports the conclusion that there would be some similarity in content in code training among building trade professionals, code officials and the design and engineering community.  ISE testified that there are content areas in which building trade professionals could take advantage of existing curriculum already being delivered to building code officials.  DPS will undertake a significant effort in training and education of building inspectors over the next two years, funded substantially by ARRA funds.  CL&P emphasized, however, that training for the building community should be more “hands on” than for designers and engineers.  CL&P also testified that a number of electrical contractors attend the Energy Efficiency Fund training sessions, such as sessions on efficient lighting, that are administered by the EDCs.  Tr. 11/22/10, pp. 447‑454.


Despite these significant educational efforts, more should be done to develop effective code training curriculum.  The Department will direct the EDCs/Energy Efficiency Board, together with ISE, to develop code training curriculum and implement a delivery mechanism to reach the building trades, particularly those involved in the construction of C&I buildings.  In taking a leadership role, the EDCs/Energy Efficiency Board should carefully coordinate its existing curriculum with that of ISE and DPS to minimize unnecessary curriculum development.  The Department believes there is further potential to coordinate the delivery of code training through obtaining EDCs’ list of vendors (many of whom are electricians) and coordinating code training with scheduled EDC training for architects and engineers.  Such coordination could include a joint ISE‑EDC code training session coupled with separate presentations that address the specific requirements for architect/engineers versus building trades.
  A similar synchronization could be arranged with DPS training of building inspectors.  Code training in conjunction with community college course offerings is another avenue of delivery.  Tr.11/22/10, p. 465.  The EDCs/Energy Efficiency Board shall work together with ISE and DPS in scheduling training sessions.

Although a building code curriculum has already been developed, evidence presented in this docket points to the need to develop more effective curriculum contact and presentation techniques as important elements in raising code compliance.  In response to a Department audit data request, the CL&P/YGS submitted “Workforce Training that Changes Behavior and Improves Outcome”
 as ADR‑2.  In this document, the authors conclude that an interactive “hands-on” participatory instruction that takes full advantage of student engagement is the most effective means to implement workforce training in energy efficiency.  The Department concurs that training sessions that require participants to prioritize code inspection goals, challenge attendees to solve code compliance problems, and otherwise engage attendees are likely to be superior to lecture-driven Power Point presentations of building code standards.  


The Department directs the EDCs/Energy Efficiency Board to take the lead in evaluating the existing building code curriculum in Connecticut as well as other states’ or federal agencies’ building code curriculum.  The EDCs/Energy Efficiency Board, together with ISE, shall develop a code training curriculum that embodies the “hands on” and student engagement components that are appropriate to train the building trades in code compliance.  In so doing, the EDCs/Energy Efficiency Board shall leverage the use of existing building code curriculum content.  CL&P indicated that enhanced code curriculum development is underway at the U.S. Department of Energy and is being undertaken at a utility in California.  Tr. 11/22/10, p. 465.  The EDCs/Energy Efficiency Board shall work closely with the ISE and community colleges in the development of the curriculum.  ISE may submit a budget to the Energy Efficiency Board if additional resources are necessary.  The EDCs/Energy Efficiency Board and ISE shall report quarterly on the progress of a building code curriculum for the building trades.  The Department will allocate 1% of the incentive matrix to the EDCs to be earned for successfully establishing a code curriculum for the building trades and for delivering code training to this industry group during 2011.  This equates to $40,357 for CL&P and $9,796 for UI.
2. ISE Pilot Program for K-12 Schools
In Docket No. 06-10-02, DPUC Review of CL&P and UI Conservation and Load Management Plan for Year 2007 and 2008, Decision dated May 23, 2007, the Department authorized ISE to develop, in consultation with the Energy Efficiency Board, an “all fuels” pilot training and education program for facility maintenance and management personnel in K‑12 school systems.  The Department allocated up to $200,000 of CEnergy Efficiency Fund proceeds in 2007 to the ISE for that purpose.  In addition to program requirements described in that Decision, the Department required ISE to develop measurement and verification (M&V) protocols to demonstrate electric and gas savings.  The Department required ISE to submit data on electric cost-effectiveness and stated that ISE would be subject to the same standards of program oversight and cost-effectiveness as the EDCs are for programs submitted under the Plan.  2006 C&LM Decision, pp. 27-29.  

After a program development period, the ISE K-12 School Energy initiated the pilot program in 2008.  In the instant Docket, ISE submitted a program assessment to calculate savings over the 12 month period after participating schools had completed their training program.  The study, conducted by Andria Fraser, Eastern Connecticut State University (ECSU), was submitted as Late File Exhibit No. 19.
  The cost of the study was $3800.  Tr. 11/22/10, p. 470.


The ECSU program assessment, as well as the K‑12 program itself, used the U.S. Environmental Protection Agency (EPA) Energy Star Portfolio Management Benchmarking Tool to track district energy expenditures and usage from January through December 2008, to measure energy use before and after the K‑12 training program.  The program assessment study found that for the eight school districts that participated in the K‑12 program, there was a reduction of 4.54% in kBTUs required to operate the schools, a decline in total energy costs of 8.73%, and a 5.15% reduction in tons of greenhouse gas (GHG) emissions.  Taking into account different possible usage levels of school buildings, the assessment reported a drop of $0.19 in costs per square foot and a decrease of 3.58 BTU per square foot.  Id., p. 15.  The 8.73% decrease in energy costs (slightly over $2 million in savings) compared very favorably to the $84,000 price tag for the program, which translated into a B/C ratio of 25:1.  Id., pp. 10‑15. 

Although the study used objective energy usage and energy bill data prior, during and after the K‑12 training program, the study cannot be considered independent since ISE is housed at ECSU.  The study considered energy savings from all sources and did not separate electric from other sources of energy savings.  The study indicated that participating school districts took advantage of CEnergy Efficiency Fund C&I programs.  Part of the training in the pilot program was educating school districts about CEnergy Efficiency Fund programs.  However, since the study quantified all energy savings taken together, the study did not separate out savings due to better maintenance of buildings and equipment from energy reduction due to participation in CEnergy Efficiency Fund programs such as EO, ECB or SBEA.  In addition, part of the training is to educate school district in how to shop for an electric supplier; because these dollar savings are co-mingled with savings from energy use reductions, any dollar savings due to lower rates from switching suppliers are inferred to be energy savings.  These aspects of the study design would over-estimate the B/C ratio of the pilot and also double count energy savings that are the direct result of participation in C&I programs.  Id., pp. 472-478.

The EDCs testified that ISE has implemented a highly effective behavior and education-based O&M training program that has demonstrated results in saving energy and money for school districts.  In addition, the K‑12 program successfully addresses a specific C&I market niche and promotes customer education in energy management.  According to the EDCs, the K‑12 program cost is significantly lower than the NEEP Building Operator Certification (BOC) training program, which proved to be expensive, with modest cost effectiveness.  Tr. 11/22/10, pp. 481-486.  


The Department recognizes the limitations of the K‑12 study design.  Clearly, the low cost of the program itself presents a quandary of adding costs onto the evaluation study in order to measure cost effectiveness with greater precision.  However, even allowing for overestimation of savings, the study results are impressive, well above the EDCs’ O&M Service programs and all C&I program benefit-to-cost (B/C) levels.  Based on the program study results, the Department believes that the performance of the program warrants its continuation and implementation on a broader scale.  


The Department supports a scaling up of the K‑12 training program to serve more school districts.  Mr. Leahy testified that the pilot reached approximately 10% of the state’s schools; ISE has benchmarked another one‑third of schools.  ISE plans to fund an additional five training sessions for schools and has preliminary plans to initiate training programs for municipal buildings and health care facilities in its 2011 work plan.  Tr. 11/22/10, p. 486; 2011 ISE Work Plan.  ISE has budgeted $84,000 for this effort.  Since the K‑12 program has demonstrated that it is highly cost–effective, the Department supports a scaling of the program beyond ISE’s scheduled five school enrollment.  The expansion of the K‑12 initiative to increase the number of school districts serviced per calendar year provides a justification for an FTE (or portion thereof) to implement the training program on a broader scale.  The Department directs the ISE to submit a work plan and budget for 2011 to the Energy Efficiency Board that provides ISE with sufficient resources to implement the K‑12 program on a larger scale.  UI advised against expansion of the O&M training programs to municipalities and health care facilities until ISE has undergone an independent evaluation.  UI Brief, pp. 7-8.

The Department will examine the role of ISE for training for municipalities and health care facilities.  The ISE shall submit to the Energy Efficiency Board a conceptual plan to extend an O&M training program to municipalities and health care facilities to be evaluated for implementation in 2012.

The Department acknowledges that the modest budget of the pilot program may not warrant the cost of a performance evaluation that exceeds the expense of the program itself.  However, any future K‑12 evaluation study should explicitly measure key elements in the program.  Specifically, an evaluation study should quantify (1) participation, incentives received and energy savings from other C&I programs such as EO, ECB or SBEA; (2) dollar savings estimated from switching to competitive suppliers; and (3) electric savings achieved from the O&M training program (which could be estimated directly and calculated as the residual of the other two sources of savings).  It is likely that including these measures in a program evaluation would raise the cost of the study; however, if these data are collected as part of the program design, it would minimize additional evaluation costs.  The Department directs ISE to work with the Energy Efficiency Board and the Energy Efficiency Board evaluation consultant to incorporate additional program measure data to be included as an ongoing component of the training program.  These data would be incorporated as program performance measures in the next program evaluation, provided that the ongoing cost of collecting the data is not burdensome.  At the time of the next ISE O&M Training program evaluation, the Energy Efficiency Board shall work with its evaluation consultant to develop an independent evaluation that measures the above program components at modest cost, commensurate with program the costs expended.
3. Performance Contracting 

The EDCs testified that energy efficiency projects installed via performance contracts provide value to customers by bundling projects with short and long paybacks, bundling fossil fuel and electric projects, and providing financing and energy expertise and in some cases guaranteed savings and turnkey services to customers.  In the EO program, approximately 1% to 5% of projects are installed as part of a performance contract.  Typical customers who use performance contracting are large customers in which energy efficiency is not their primary competency, such as hospitals, schools and municipalities.  Often, performance contracts are grouped together, such as several schools in a municipality.  The EDCs testified that they encourage and recommend performance contracting for these customers.  Tr. 11/22/10, pp. 44-52.  

The EDCs intend to conduct multiple forums across the state to inform potential customers of the benefits of performance contracting, provide a guide to the performance contracting process, and to acquaint them with other customers who have used performance contracting.  2011 Plan, pp. 192-193; Tr. 11/15/10, pp. 52-55.  Included in such a workgroup would be customers that have used performance contracting, energy service companies (ESCOs), municipal organizations and other stakeholders.

Mr. Jonathan Gorham, on behalf of Green Media Ventures and as Chairman of the Woodbridge Clean Energy Initiative Task Force, expressed his support for performance contracting for municipal customers.  Performance contracting can reduce the barriers of upfront costs and lack of municipal staff time and expertise associated with energy efficiency projects.  He suggested that the Energy Efficiency Board should follow the lead of New York State, which has created a statewide program to assist municipalities to successfully enter into performance contracts.  He also recommended that the Energy Efficiency Board take steps to pre-qualify ESCOs who wish to offer performance contracts as well as provide model contracts and Requests for Proposals (RFPs) to be used by municipalities.  Finally, he explained that the U.S. DOE and the National Energy Services Coalition both have resources to assist states and municipalities in promoting performance contracting.  Green Media Ventures Comments dated November 24, 2010.

The Department wants to move forward with development of a standardized performance contract.  The EDCs testified that Massachusetts, as well as other states, through enabling legislation, have developed a standard contract format that lowers the transaction costs of customers who wish to enter into these contracts.  Id., p. 52.  In addition to conducting forums, the Department will direct the EDCs to lead a workgroup to recommend best practices and develop a standard performance contract and other user-friendly resources to assist in the performance contracting process.  Green Media Ventures has offered useful resources and first steps for this process.  The EDCs indicated that there already exists a variety of materials in circulation that outline best practices.  The workgroup would engage many of the stakeholders that participate in the forums.  The EDCs shall report quarterly on the milestones of the performance contracting workgroup to reach the goal of developing a standardized performance contract by the time of the 2012 Plan filing.  The Department will apportion 1% of the incentive matrix to be earned by conducting training programs, and for successfully leading the workgroup to submit a standardized performance contract in the 2012 Plan.  These incentives translate into $40,357 incentive earnings for CL&P and $9,796 for UI.  

The EDCs shall also track and report the number of completed EO (and where appropriate, SBEA) projects and kW and kWh associated with performance contracts.  The Department looks to the Energy Efficiency Board to quantify the benefits and costs of EO projects that are implemented with performance contracts.
· Whether these projects lower cost to customers;

· Whether they are more cost effective for the C&LM fund to implement;

· Whether they provide “broader and deeper” savings; and

· Whether they strengthen the ESCO and vendor markets.

The Department will direct the Energy Efficiency Board to address these questions in the next annual filing.  

4. EO and SBEA Comprehensive projects
Since 2009, the C&LM program has incentivized projects that include comprehensive energy efficiency installations.  Comprehensive projects are retrofit projects that meet the following criteria:

Energy saving from at least two electric end uses (lighting, heating, cooling, process, etc.) and contain at least two measures;
At least 15% of the value of the project’s electric energy savings and peak summer demand reduction must be in a non-lighting end use; and
No single measure can have 85% or more of the value of the project’s energy savings and peak summer demand reduction.  CL&P Late File Exhibit No. 1, p. 1.

Comprehensive projects include a variety of end use installations that save kWh as well as equipment upgrades that improve fossil fuel efficiency.  In addition, comprehensive projects allow customers to include installations with longer payback periods together with highly cost-effective lighting projects.  Tr. 11/15/10, pp. 76-78.  

The 2011 C&LM Plan establishes a goal of requiring 8% of completed projects to include comprehensive installations.  Although there are clear customer benefits to comprehensive projects, these types of projects are typically more costly to customers, both in terms of the larger scale of the project and in the longer payback.  Therefore, the C&LM program pays a higher incentive (up to 50% versus the 40% standard EO incentive) to offset customer resistance to the higher project cost and longer payback.  Comprehensive projects also impose a cost to the EDCs.  Large scale comprehensive projects generally require greater administrative effort, take more time from start to completion, require a higher incentive level, and may have lower B/C ratios than a simple lighting upgrade.  Although the EDCs have established goals for comprehensive projects budgeted as a percentage of completed EO and SBEA electric projects into their incentive return, their incentive return would be reduced if the number of unbudgeted projects exceeds the established percentage goals and negatively impacts the kWh savings assumptions.  However, comprehensive projects need not lower incentive returns if they are planned for in the kWh savings assumptions and incentive matrix.  Tr. 11/15/10, pp. 78-84.
In addition to the incentive earned for kWh and kW saved from installed EO projects, the current incentive matrix establishes an incentive of 0.5% of the total incentive matrix if 8% of the completed EO projects are comprehensive in nature.  For SBEA, in addition to the incentive earnings on kWh and kW saved, the incentive matrix establishes an incentive of 0.25% for meeting a goal of 120 comprehensive projects for CL&P and 28 such projects for UI.  This equates to 10.8% of the projects for CL&P and 8% of projects for UI.  The Department believes there are benefits to raising the percentage of comprehensive projects in the EO and SBEA programs.  2011 C&LM Plan, pp. 393, 394 and 401.

The Department notes that in 2010,
 UI has already attained the goal of installing 8% of EO and SBEA electric projects as comprehensive.  Of CL&P’s EO projects in 2010, 12% were comprehensive; however, an alternative definition measures 9% of projects as comprehensive.  For the SBEA program, CL&P reported that 158 projects, or 14.8%, were comprehensive.

The EO program description does not explicitly define “comprehensive” projects.  The 2011 Plan performance incentive matrix does not explicitly define “comprehensive” EO projects.  C&LM Plan, pp. 393 and 401.  Nor is it clear whether the definition(s) of “comprehensive” projects reported by CL&P and UI in Late File Exhibit No. 1 are consistent, or which of the two “comprehensive” definitions used by CL&P and UI would be used to qualify for the performance incentive bonus.  The Department is further concerned that, based on the reported percentages of comprehensive programs in 2010, that the Energy Efficiency Board has prescribed a performance incentive bonus for effort levels that have already been achieved.  Both EDCs have exceeded in 2010 their incentive goals established in 2011 in each of their respective EO and SBEA programs.

The Department directs that, as a compliance filing to this docket, the Energy Efficiency Board revise the comprehensive goal to establish a true “stretch” goal as a percentage of completed projects.  The Energy Efficiency Board shall, as part of this filing, fully define “comprehensive” EO and SBEA projects, which shall be consistent for each EDC.  To establish a “stretch” goal, the Department does not have sufficient data to re-estimate kWh savings and budget assumptions for the EO and SBEA programs.  The Department looks to the Energy Efficiency Board to recommend kWh savings and EO and SBEA program budget adjustments as a compliance filing.  The current EO and SBEA comprehensive incentive weightings of 0.5% and 0.25%, respectively, provide the EDCs an appropriate incentive and will not be adjusted.  If a budget reallocation among programs is required to fund additional program costs of meeting savings goals, the Energy Efficiency Board shall also identify monies to be redirected from other programs to reflect additional EO and SBEA program costs.  

5. C&I Program Incentive Levels
In its 2010 Comprehensive Plan for the Procurement of Energy Resources, submitted in Docket No. 10-02-07, the CEAB proposed that the EO program adopt the following program incentive changes:  (1) use negotiated incentives for large projects, (2) structure incentives with “buy-in” offers from contractors, vendors, banks, leasing companies or other project participants, (3) develop incentives based on required cash flow performance and (4) explore lower incentives in the range of 20% to 40% range.  CEAB 2010 Comprehensive Plan for the Procurement of Energy Resources, p. 315

The EDCs testified that incentives are given on a consistent basis, by project, equipment type, square footage, etc.  Tr. 11/15/10, pp. 57-60.  The EDCs maintain that any program savings that may be achieved through negotiated incentives would be offset by higher administrative costs and complexity.  Similarly, structured “buy-in” offers from participants would also add complexity to projects.  All of the recommendations would reduce the transparency of the program for participants.  Tr. 11/15/10, pp. 87‑89.  The EDCs also testified that, although there is no exact science to setting incentive levels, in the current range of up to 40% of incremental equipment costs (for standard non-comprehensive electric installations), seems to be effective in maintaining cost-effective programs and incentivizing a sufficient number of customers.  As a means to control costs, the EDCs recommended the continued use of project caps, rather than lower incentive levels.  Tr. 11/15/10, pp. 61-70.

The Department concurs with the EDCs that the EO program incentives should be administered on a consistent basis that is transparent to all customers.  This has the added benefit of reducing administrative costs of the program.  Although it would be possible to lower the 40% incentive level, the percentage is lower in Connecticut than in other service territories.  Tr. 11/15/10, p. 65.  The Department finds that the current practice of using project caps is a reasonable approach to allocate scarce incentive dollars, particularly when program budgets are drawn down toward the end of a budget cycle.  The Department finds that at the existing program budget levels, the current incentive structure is appropriate at this time.  The Department undertakes the question of the specific project cap levels in Section II.D.6., herein.


In the case of the SBEA program, the EDCs stated that SBEA vendors actively promote the customer incentive, which is generally consistent with the EO incentives, namely up to 40% of incremental costs for “standard” projects and up to 50% for comprehensive projects.  CL&P stated that it posts these incentives on its web site, but UI stated that it does not have the percentages online.  CL&P testified that incentives may be given on the basis of $/kW, $/kWh, or $/CCF, or may be subject to incentive caps, so that actual incentives awarded may be subject to some variation depending on equipment type, project size or fuel use.  Tr. 11/15/10, pp. 99 and 100.  The Department recognizes that the complexity of equipment and program offerings makes it difficult to describe customer incentives in a precise yet succinct manner.  However, we believe that publishing general incentive levels provides greater transparency and customer confidence in the C&I programs.  The Department directs the EDCs to post a general, yet accurate description of program incentive levels for each of the C&I programs on their respective web sites.  

6. Incentive Caps

CL&P and UI have a similar incentive structure cap for their C&I programs.  Each have a cumulative incentive cap of $750,000 per federal tax identification number and a per metered site cap of $300,000.  CL&P and UI propose that this structure be maintained, and are also requesting that each Company retain the flexibility to adjust incentives and caps up or down based on the conditions within each respective EDC’s service territory and as a tool for each to manage its respective program budgets.  Tr. 11/15/10, pp. 62, 69-70 and 238-239.

The proposed incentive caps for large C&I projects are set on a cost per annual kWh or kW saving, depending on whether the measure provides energy or demand savings.  2011 C&LM Plan, p. 13.  The 2011 C&LM Plan also decreases Energy Conscious Blueprint (ECB) incremental cost incentives for custom measures from a 95% to a 75% cap.  Also, the incentive must result in a simple net payback of not less than 18 months to “increase the level of financial commitment on the customer’s part.”  2011 C&LM Plan, p. 13.  The EDCs provided examples of how unit cost rate caps would be calculated for EO measures and ECB custom measures.  Late Filed Exhibit No. 17; Tr. 12/1/10, p. 709.

UI has requested that the Department approve the EDCs’ incentive cap proposal, the proposed incentives, together with the flexibility of the EDCs to adjust incentives and caps as conditions warrant.  UI views these incentives as appropriate even though they may result in different values between UI and CL&P in actual installations.  The EDCs would file actual incentive levels with the Department when they are established or as they may be modified from time to time.  UI Late File Exhibit No. 17; UI Brief, pp. 4  and 5.
The OCC believes that conservation dollars should be allocated to the best C&I projects by conducting an RFP.  OCC Brief, p. 26.  The CIEC urges the Department to: increase and/or maintain existing per customer caps subject to an expedited waiver process; reject the proposed simple payback, incremental cost and unit cost incentive caps; and reject the OCC’s RFP proposal.  CIEC Brief, pp. 2‑4  
The Department believes that the cumulative caps are appropriate and therefore will approve a cumulative incentive cap of $750,000 per federal tax identification number and a per metered site cap of $300,000 as proposed.  The Department will not institute a formal waiver process as proposed by CIEC.  

The Department will approve the EDCs’ proposal to reduce the percentage of incremental costs from 95% to 75% for ECB custom measures.  The Department believes that customers must make some reasonable contribution and has stated so in prior Decisions.  The proposed contribution is very modest at 25% but more consistent with the Department’s prior Decisions.  The EDCs appear to limit this requirement to process equipment.  The Department believes that 75% should generally apply to all incentives.  The Department therefore will approve a cap of 75% for equipment replacement; however, the Department would make an exception for new construction and approve incentives up to 95% of incremental costs for 2011.  While the Department will allow incentives up to 95% of incremental cost for new construction the Energy Efficiency Board should strive to minimize incentives at this level in 2011 and lower the cap over time.  The Department will consider lowering the maximum incentive from 95% to a lower cap in 2012.  Similarly, the Department will approve the EDCs proposal to limit incentives to a simple payback of 18 months.  

The Department believes that the other caps on a $/kW basis and cents/kWh as proposed by the EDCs provide a reasonable measure to develop custom incentive levels.  The Department however, will not require rigid conformance, but allow these caps as a guide to setting incentive levels.  

The Department will not require an RFP at this time as proposed by the OCC.  The EDCs have conducted RFPs in the past but the Department does not believe this type of structure is needed to ration funds or maximize cost effectiveness at this time.  The Department believes that the existing program structure is working fine.  

The Department will allow each of the EDCs to retain the flexibility to adjust incentives and the $/kW, cents/kWh and cumulative caps up or down based on the conditions within each respective EDC’s service territory and as a tool for each Company to manage its respective program budgets.
7. Fuel Switching
The EDCs Plan submitted in the 2010 IRP, Docket No. 10‑02‑07, included a proposal to undertake a “Targeted DSM Expansion” to increase energy efficiency.  Under the Targeted DSM Expansion the EDCs proposed to continue the Chiller Retirement Initiative that had operated in 2007.  The EDCs indicated that although this program had been successful in identifying and replacing several large chiller installations, not all identified projects moved forward due to funding constraints.  The EDCs sought approval of the additional funding necessary to continue the Chiller Retirement Initiative as well as three other Targeted DSM Expansion programs.  The Department did not approve additional funding for the Targeted DSM Expansion.  2010 IRP Decision, p. 58.


Since the replacement of inefficient electric chillers with gas driven chillers offers the potential for significant peak demand savings but requires fuel switching, the Department chose to gather additional information to more fully understand the implications surrounding fuel switching as a means to achieving greater overall energy efficiency.  As a result, the Department deferred a discussion of fuel switching to the instant proceeding.  Id.  As part of its review in the instant proceeding the Department took Administrative Notice of the following: a letter dated October 2, 2006, in Docket No. 05‑07‑14PH01, identified as Compliance with Order No. 4, as well as the responses to Interrogatories GA‑145, 146, 147 with revisions, and 148 submitted in Docket No. 08‑10‑02.  Tr. 11/22/10, p. 511.


Fuel switching refers to the opportunity for customers to convert from one type of equipment to another in order to use an alternate fuel to meet their energy needs.  In general, a capital investment is necessary if a customer seeks to fuel switch.
  For example, a customer who uses electricity for their space heating and/or domestic hot water needs must install gas or oil‑fired equipment if they wish to use natural gas or oil for this end use.  As noted by the EDCs, these are complex decisions, requiring the customer to assure availability of the alternate fuel, (i.e., installation of oil storage equipment or installation of natural gas service lines) as well as adequate space for the equipment and ventilation.  In commercial and industrial settings the decision making process can also involve consideration of the potential for heat recovery as well as the availability, or lack thereof, of personnel capable of maintaining certain equipment.  As a result, these decisions will vary based on facility type (i.e., hospital, convalescent home, school, etc.) and whether the application involves a retrofit or new construction project.  Id.; Tr. 11/22/10, pp. 515‑523.


The 2010 IRP Decision also discussed the need to target the early retirement of working equipment in order to avoid the lost opportunity for achieving greater energy efficiency in “emergency” situations, such as the failure of residential water heaters.  In that Decision the Department pointed to the need to educate consumers about alternate fuel options in advance of the failure of such equipment, which may, when it fails, require immediate replacement and thus a quick decision by the owner.  2010 IRP Decision, p. 58.


The EDCs state that regardless of customer class or equipment type, the Department should “focus on efficiency levels and provide incentives for the most efficient piece of equipment. . . [and] stay with the basic premise that the customer is going to choose their fuel type and they [the incentives] should incent customers to move up to a higher efficient piece of equipment within the fuel selection they’ve already made.” The EDCs continue, stating that to avoid cross‑subsidization incentives should be provided from the fuel type that is selected.  Tr. 11/22/10, p. 532.


The Department finds that each customer should decide on the fuel type that best suits their need and that the incentives provided through the Energy Efficiency Fund or other related programs (e.g., Energy Partners, regulated gas utilities) should then incent the customer to increase the efficiency of the equipment selected.  The Department also finds that neither the incentive nor the information provided by the EDCs or LDCs should influence the customer’s equipment selection, i.e., the choice of fuel.  In addition, and as noted in the 2010 IRP Decision, the Department also finds that the EDCs and LDCs must inform customers of available alternate fuel equipment options as well as provide the tools necessary to compare the costs and benefits of each.


Based on the foregoing, the Department will require the EDCs and the Energy Efficiency Board to develop an interactive resource that will provide customers with the information necessary to compare available choices for their end-use needs.  This tool must allow customers to input data such as purchase price or installation cost, available rebates, fuel and maintenance cost, etc.  The EDCs will be required to maintain this resource.  The EDCs and representatives from the Energy Efficiency Board will be required to meet with Department staff to discuss this project.  The EDCs will be required to submit the prototype(s) for Department approval.

The Department will consider incentives for fuel switching only if it can be demonstrated that the incremental cost to the gas system is less than the savings to the electric system.  The net savings should form the basis for the customer incentive.  A similar analysis should be conducted for any fuel switching option.

Incentives for gas chillers are currently available through the Partners Program.
  Therefore, there is no need to establish incentives for this technology.  At present the EDCs do not earn an incentive for promoting the Partners Program.  The Department has observed limited activity under the Partners Program and believes that the lack of an EDC incentive is in part responsible for the lack of interest in this program.  Therefore, the Department finds that additional energy savings would be achieved through the Partners Program if the EDCs benefited from Partner Program activity.  Based on the foregoing, the Department will direct the Energy Efficiency Board to establish standards that allow the EDCs to count the savings provided under the Partners Program toward the EDC’s 2011 C&LM goals and to report the manner in which this will be accomplished for the 2011 budget period.  However, the EDCs cannot claim the renewable attributes or other benefits such as Class III RECs or capacity associated with Partner Program activity.

The Department will leave the current incentives in place and conduct a Technical Meeting in early 2011 to more fully review and understand the programs that are currently in place for available chiller options.
E. Program Evaluation
The Program Evaluation Plan is Exhibit V of the 2011 C&LM Plan.  CL&P and UI plan to spend $3.3 million on planning and evaluation in 2011.  2011 C&LM Plan, p. 23.  CL&P supports the evaluation process as proposed but recognizes that it needs some improvement.  CL&P Written Exceptions, pp. 4-6.  ENE recommends approving the evaluation process proposed.  ENE Written Exceptions, pp. 5-6. Alternately, the OCC offered a number of improvements to the evaluation process.  See, OCC Written Exceptions, pp. 11-24.
The evaluation process has been evolving through the annual C&LM dockets over the past few years.  The Evaluation Plan reflects changes ordered by the Department in its decisions in Docket Nos. 08-10-03 and 09-10-03.  In 2008 the Department emphasized the need for an “unbiased and transparent” evaluation process that recognized that “to provide credible results, persons planning the program should not evaluate them also. The Energy Efficiency Board Evaluation Committee and their consultant must be independent from and totally responsible for all aspects of the evaluation process”.  Decision dated October 27, 2009 in Docket No. 08-10-03, p. 31.  The Department also recognized that input of the EDCs is valuable since they have day-to-day program experience with customers, vendors, installations and data collection management.  Id., p. 55.  

In 2009 the Department allowed the EDCs more input after receiving testimony that they did not have adequate input.  In that preceding the Department directed the Energy Efficiency Board to “devise a more inclusive process that will offer all members, including the EDCs, the ability to comment on every relevant step of the evaluation process.”  Decision dated March 17, 2010, Docket No. 09-10-03, 2010 C&LM Decision p. 55.  
The Department has attempted to establish a balance by allowing input from the Energy Efficiency Board and the EDCs; however, as implemented, these changes have damaged rather than improved the evaluation process.  During the proceeding, the OCC focused on the evaluation process.  The extensive investigation by the OCC clearly demonstrates that the current evaluation process is neither independent nor transparent.  

During the proceeding, the OCC requested “all written communications and comments to the Evaluation Consultant from the EDCs, and any Energy Efficiency Board member or consultant not on the Evaluation Committee, and the Evaluation Consultant regarding the HES Evaluation.” OCC-7  In response, the Energy Efficiency Board Evaluation Consultant (Evaluation Consultant) indicated that approximately 380 emails and many redlined reviews of draft documents were created by the EDC and the evaluation contractor during the HES evaluation.  This level of involvement is surprising but does not seem uncommon.  The Evaluation Consultant testified that the number of emails in the HES study is unusual because it has gone on so long, but the extent of the EDC involvement is typical.  The Evaluation Consultant also indicated that the EDCs are typically involved in non-public meetings and discussions with the Evaluation Consultant and the evaluation contractors during the course of evaluation studies.  Tr. 11/15/10, pp. 170 and 171.  

Much of the correspondence is not technical in nature but involves discussion and negotiation to influence the outcome of the evaluation studies.  In response to OCC-16 the Evaluation Consultant states that “comments, both written and provided verbally through these phone meetings are conveyed directly to the Evaluation Consultant.  There may be many rounds of comments in the attempt to reach consensus.”  In one example, the Limited Income Evaluation Consultant found that only 59.6% of the lighting reported in the tracking system was found in service during the on‑site visits. Final Report, Evaluation of the Weatherization Residential Assistance Partnership (WRAP) and Helps Program, p. 4-2.  Numerous emails followed regarding how to reflect this finding in the final evaluation report and the PSD.  UI argued that it should not be incorporated into the realization rate as proposed in the draft evaluation report.  Such a finding would significantly reduce program savings and certainly should be incorporated into the PSD.  Even if negative findings appear in an evaluation study they may not be reflected in the PSD.  It is currently the sole discretion of the EDCs to adjust the PSD.

In another example, the Department required the EDCs to do billing analysis of the HES program as part of the impact evaluation.  In an email, a CL&P employee states that “the results of the evaluation are understating the effects of the program.”  In addition, the employee expresses concern that the OCC is going to push for similar analysis on all evaluations going forward.  The employee further states that the “bottom line is that I think we need some well crafted language in the evaluation and the 2011 Plan that addresses these issues before the OCC brings them up.  LFE-7.  A review of the October 1, 2010 draft HES Evaluation Report indicates that such lobbying may have been reflected in the report and the analysis performed by the consultants.  In several instances the report states that “the results of the billing study are used to understand the effects of non-program impacts and have no influence on the gross measured program impacts or realization rates.” October 1, 2010 draft HES Evaluation Report pp. 2, and 15.  

The Department concludes that the program evaluation process must change immediately to ensure its integrity.  The OCC has made a number of recommendations that the Department found very helpful to provide guidance to remedy a flawed evaluation process.  OCC Brief, pp.24-26.  The Department will require the following:

· Once the evaluation contractor has been selected and the evaluation has begun the relationship between (1.) the evaluation contractor and Energy Efficiency Board evaluation consultant and (2.) the EDCs and all Energy Efficiency Board members, including those on the evaluation committee, and planning consultants shall be treated in a similar fashion to a contested proceeding. There shall be no informal communications between the EDCs/Energy Efficiency Board and any member of the evaluation group.  The evaluation committee will be allowed to talk with the evaluation consultant and contractor for administrative purposes only.  Input from the EDCs/Energy Efficiency Board shall be limited to responding to the Evaluation Consultant’s request for data or technical assistance.  There shall be no discussions of policy issues, crafting language, or consensus building.  Any communications shall be in writing and include a copy to the Evaluation Consultant and Contractor.  

· The EDCs/Energy Efficiency Board will no longer be permitted to comment on internal draft evaluation reports.  When the Evaluation group is ready, they should release a draft report.  At that time, the EDCs and the Energy Efficiency Board may make public written comments.  The Evaluation group will then make modifications at their discretion then issue a final report or another draft report. 
· Records of all communications during the evaluation, the draft report and written comments shall be kept on file and maintained after the evaluation has been completed.  This information shall be available to the public without protective status.  

· The EDCs shall file a copy of the final report with the Department and the OCC within 30 days of its completion.  The EDCs will be required to indicate how they intend to implement each of the recommendations and incorporate the results into the PSD.  The Department, EDCs, Energy Efficiency Board, the OCC or other interested persons may request a technical meeting to discuss the results of the evaluation.

With these modifications, the Department believes that the evaluation process will become much more independent and transparent.  Such changes are needed and should bring new confidence in the process and the results of the evaluation studies.  The Department will approve the evaluation budget as proposed.  The Department believes there is adequate funding for the 2011 budget year.  The Department will closely monitor the evaluation process to ensure that these changes ordered herein are incorporate and have the desired results.  If these changes are not implemented immediately the Department will consider closer Department involvement in the future.  The Department will require that a billing analysis be performed for at least one program in 2011 and annually thereafter.  The point of a billing analysis is an alternative approach, to test the results of the engineering estimates.  As such, the results of each analysis should be compared and reconciled.  

F. Data Collection


Data collection and availability is critical to evaluate programs.  Lack of information appears to have played a significant role in the costly delays to the HES evaluation.  Information deficiency has also limited the areas of investigation which have compromised the attainment of the evaluation goals and the cost effectiveness of evaluations.  The Department believes that the data collection for each program should be re-examined to ensure that the information is adequate and consistent between utilities to perform future evaluations.  In addition, the evaluation consultants should include recommendations to help improve the data collection process in their evaluation reports.
G. Performance Incentives

Exhibit IV of the 2011 C&LM Plan sets forth the proposed performance incentive matrix for the EDCs for 2011.  The EDCs are allowed to earn up to 8% on a pretax basis of their total C&LM budget as an incentive to encourage the efficient utilization of conservation expenditures.  The projected incentive for CL&P is $4,035,671, based on achieving 100% of all performance targets.  This would be 5% of the total C&LM program budget of $80,713,418 (exclusive of Energy Efficiency Board costs, management incentives and audit costs).  UI’s projected incentive is $979,619.  Actual incentives may be higher or lower based on actual performance.


In its Brief, OCC discussed the need for negative incentives to address the failure of EDCs to meet their incentive goals or for failure to follow specific Department orders.  OCC Brief, p. 5.  Although the Department agrees with OCC in the reasoning for negative incentives, the Department believes that not earning planned incentives or adjusting the percentages in the incentive metrics can have the same effect as a negative incentive.  By re-allocating incentive amounts and weights to the most relevant and cost‑effective performance metrics, the costs and resulting benefits of the program will be more closely aligned.  In effect, setting the performance incentives in this manner will act as a disincentive for the EDCs if they do not align their efforts with the most cost effective and energy saving initiatives.  

Currently, approximately 85% of the goals are for electric system benefits and electric system benefits less program costs (Exhibit IV).  There is an incentive for the residential program sector and the C&I program sector.  The remaining 15% of the incentives are for individual program goals.  These are generally for conducting workshops or training events but do not directly incent lower costs or kWh/kW reductions from individual programs. The Department will re-evaluate the programs that do not directly incent lower costs or kWh/kW reduction and make adjustments to their incentive weightings.  In addition, several performance indicators lack measurable criteria.  The Department views these performance incentives as being overly vague and will require more quantifiable performance goals that will be easier to measure going forward.  The following performance incentive will need to be more clearly defined as to the goals and the related cost/energy benefits:

· EE Communities – The Target Goal fails to state any measurable cost or energy savings benefits.  Rather, the Target Goal states, “50% of projects completed come from outside of the utilities.”  See CL&P and UI Exhibit IV.  The Performance Indicator should state the actual cost/energy benefits of the program assuming the Target Goal is achieved.

The OCC states that large incentives for customer awareness of CEnergy Efficiency Fund and for achieving target CFL socket penetration levels should be eliminated.  OCC Brief, p. 5.  In its Written Exceptions, CL&P states that the awareness metric is difficult to measure based on the evaluation that was performed.  According to CL&P, program awareness is best measured by program participation and savings and that these goals are already included in the overall program standards.  CL&P Written Exceptions, p. 14.

The Department will not modify the socket penetration metric at this time.  Regarding the awareness metric, the Department has observed significant improvement in the manner in which the EDCs are delivering information to consumers about the Energy Efficiency Fund.  The EDCs actions have addressed the concerns expressed in the 2010 C&LM Decision and will achieve the Department’s intended goal of improving the overall awareness about the Energy Efficiency Fund.  Based on the foregoing, the Department will eliminate the awareness metric and require that the incentive for this metric be allocated to other program performance goals.

The Department has added several new incentives.  New goals have been added to encourage the EDCs to reduce the costs of the HES and New Residential Construction Programs.  Incentive has also been added to develop a standardized performance contract and to develop long-term goals.  These incentives are explained more fully in the appropriate sections of this Decision.  The chart below shows the adjustments that have been made by the Department to the Incentive Matrix (Exhibit V):
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The Department realizes that numerous changes to the various programs are likely to occur throughout the year.  These changes may include technology offerings, incentive levels and marketing strategies that may come about by Department orders or actions by the EDCs and the Energy Efficiency Board.  Program adjustments may be needed throughout the year so that the EDCs can meet their goals.  However, performance incentives will not be adjusted unless they are deemed warranted and significant by the Department at the time the program modifications are approved.  The Department will increase the goals proportionately to account for the 2009 carryover funds that will be used for C&I programs.
In the 2010 C&LM Decision, the Department suggested that 10% of the incentives in the 2011 C&LM Plan should be related to long-term goals.  The 2011 C&LM Plan is still without any proposed long-term goals Exhibit IV, Table B.
In prior C&LM decisions, the Department voiced its concern with the goal setting process.  See 2010 C&LM Decision p. 56.  Specifically, the Department directed the EDCs to work with the Energy Efficiency Board to develop long-term goals in the 2010 C&LM filing.  Neither the 2010 nor 2011 C&LM Plans address the issue of setting longer-term goals.  The Energy Efficiency Board has argued that the setting of long-term goals is difficult due to the lack of stability in future funding levels (Energy Efficiency Board comments to OCC at page 4).  The Department recognizes the instability in future funding levels and the difficulty in setting long-term goals based on the overall level of funding in future years.  However, in addition to setting goals based on the future of overall funding levels, the Department believes it is both reasonable and achievable to adjust long-term kWh and kW electric savings goals based on costs, in $/kW and ¢/kWh or by other predetermined methods.  By adjusting long-term goals in this manner, overall funding levels will be less consequential as to the ability of the EDCs achieving long-term performance incentives and this will also avoid the problems associated with setting performance goals after the programs are planned.  The Department therefore directs the EDCs to develop long term goals and submit them at the time of the 2012 C&LM Plan filing.  The Department will set an incentive in the 2011 performance incentive plan of $100,000 for CL&P and $24,300 for UI to develop the long term goals.  
The Department will approve the incentives with the previously mentioned revisions incorporated into Exhibit IV (Incentive Matrix).  Actual results for 2010 should be filed by the EDCs in the first quarter of 2011 after all of the 2010 results are final.  The 2010 final results will be reviewed by the Department at that time.  
H.
Institute for Sustainable Energy


The ISE has been funded through the Energy Efficiency Fund since its inception in 2001.  See, Decision dated September 19, 2001, in Docket No. 01‑01‑14, p. 37.  During that time, the funds directed to the ISE have not been subjected to an independent audit under the direction of the Department, OCC or the Energy Efficiency Board.  The EDCs state it is prudent to evaluate long‑term initiatives, such as the ISE, that utilize significant ratepayer funds and recommend that the Energy Efficiency Board conduct an evaluation of this program.  Based on the total funding that has been allocated to the ISE since 2001 of approximately $8 million, and historical average spending on program evaluations of 3%, the EDCs recommend that the Department authorize $100,000 to conduct said evaluation.  CL&P and UI Response to Interrogatory EL‑24; Tr. 11/22/10, p. 493.


The Department concludes that the ISE has not been subjected to an independent evaluation since its inception in 2001.  Further, the Department finds that it is prudent to evaluate long‑term initiatives, such as the ISE, that utilize significant ratepayer funds.  Therefore, the Department will direct that the Energy Efficiency Board conduct an evaluation of the ISE during 2011.  Regarding the cost of an evaluation, unlike other C&LM programs the ISE is an educational initiative operating under a relatively straightforward structure and although the annual budget for this program exceeded $1 million in 2002 and 2003, current spending totals about $500,000 annually.  Therefore, it would be excessive to allocate $100,000 for an evaluation at this time.  Based on the foregoing, the Department will allocate $50,000 to this effort.  The Energy Efficiency Board Evaluation Committee shall follow the standard practice when submitting this final evaluation.

I.
SmartLiving Center and Education
The Energy Efficiency Fund operates one SmartLiving Center, located in Orange, Connecticut.
  The 2010 C&LM Decision noted that the lease for the SmartLiving Center expires in March 2011 and that a decision to renew or extend the lease needed to be made during the fall of 2010.  At that time, the future of the SmartLiving Center was uncertain.  As a result, the Department required the Energy Efficiency Board to submit its recommendations regarding the future use of this facility.  2010 C&LM Decision, pp. 46‑48; and Order No. 14.


In a filing dated July 21, 2010, in Docket Nos. 09‑10‑03 and 08‑10‑02 the Companies with the advisement and approval of the Energy Efficiency Board filed an evaluation and three recommendations regarding the SmartLiving Center.  The recommendations were as follows:

Option 1
Close the current location in Orange and not reopen another facility;

Option 2
Maintaining the current facility and constructing a second one; or,

Option 3
Construct two new facilities.

In a letter dated August 31, 2010 the Department acknowledged receipt of the July 21st filing and noted that the Energy Efficiency Board was divided on this matter, with five members having voted for Option 1, six having voted for Option 2, and two having voted for Option 3 at the June 9, 2010 Energy Efficiency Board meeting.  Based the vote, the Department stated that absent clear direction from the Energy Efficiency Board that it would be inappropriate for the Department to rule on this issue or to extend the current lease for an additional five years
 without a more comprehensive review of the matter.  As a result, the Department deferred a ruling on this matter to the instant proceeding.  See, Docket Nos. 09‑10‑03 and 08‑10‑02, August 31, 2010 correspondence.


UI states that the SmartLiving Center offers customers a unique opportunity to walk into an energy center and interact directly with energy professionals regarding their energy efficiency problems, questions or concerns.  In addition to regular pedestrian traffic, the SmartLiving Center offers training seminars, special events, tours, hands‑on displays, demonstrations and the opportunity to cross‑promote other Energy Efficiency Fund efforts.  Therefore, UI maintains that the SmartLiving Center is an important complement to the Energy Efficiency Fund’s overall resource portfolio and supports the continuation of the SmartLiving Center.  UI Brief, p. 8.


The Newington SmartLiving Center (CL&P’s service territory) opened in September 1999 while the Orange SmartLiving Center (UI’s service territory) opened shortly thereafter in 2002.  These facilities were among the first educational initiatives supported by the Energy Efficiency Fund, and were constructed at a time when the Energy Efficiency Board, EDCs and Department recognized that education was critical to incorporating energy efficiency into the mainstream.  The SmartLiving Centers displayed energy efficient products and referred consumers to the retail outlets that carried these products.  Among other goals, these centers were intended to introduce consumers to emerging technologies (e.g., CFLs) and to enhance brand recognition of the Energy Star logo and the benefits that energy efficient appliances provided.

Myriad additional educational initiatives have been incorporated into Connecticut’s C&LM portfolio since that time, including, eeSmarts, 877‑WISE‑USE, the Institute for Sustainable Energy, Museum Partnerships, Conservation Quest and funding for Connecticut Resource Recovery Authority to name a few.  More such efforts are being added regularly.  For instance, the 2011 C&LM Plan includes, eeContests, construction of E‑Houses at six of Connecticut’s Technical High Schools as well as the Neighbor‑to‑Neighbor Energy Challenge.  Responses to Interrogatory EL‑23 and 30; 2010 C&LM Decision, pp. 69‑75; 2011 C&LM Plan, p. 257‑271.  In addition, and as discussed in past Department rulings, numerous legislative and Department‑directed energy‑related initiatives have been implemented over the past few years to further Connecticut’s energy policies.  See, 2010 IRP Decision, pp. 50 and 51.


As noted by the OCC, there has been an “explosion of interest in energy efficiency throughout the country, with a concomitant increase in the level of sophistication of energy efficiency portfolios being offered nationally.”  OCC Brief, p. 3.  Connecticut has been on the leading edge of this transformation and, through the programs and policies noted above, is well positioned to have its citizens realize significant reductions in their energy consumption.  At this point, education is the key to unlocking this potential; consumers must be aware of, and how to access, the resources that are in place.


UI’s 2011 budget includes approximately $460,000 to operate the SmartLiving Center, which amount reflects the historical annual average cost to operate this resource and includes about $30,000 to fund the Museum Partnership.  2011 C&LM Plan, p. 269; UI Response to Interrogatory EL‑22.

Legislative action reduced the Energy Efficiency Fund in 2003 forcing the Energy Efficiency Board and the Department to determine whether programs should be cut and/or whether to reduce or reallocate funding to best serve Connecticut’s ratepayers the Energy Efficiency Board and the Department forced the closing of the Newington SLC in February of 2004.  Legislative action will reduce the budget for the Energy Efficiency Fund by $19 million in 2012 and $27 million annually for 2013 through 2018.  Faced with these reductions, the Department must determine if programs should be cut and/or whether to reduce or reallocate funding to best serve Connecticut’s ratepayers.


Based on the foregoing the Department finds that education remains a critical component in furthering Connecticut’s energy policies and assisting consumers in locating the information necessary to participate in energy efficiency.  Therefore, the Department continues to support educational initiatives such as the SmartLiving Center.  The Department will allow the Orange SmartLiving Center to operate under the current lease.  However, in light of pending budget cuts the Energy Efficiency Board shall determine whether to extend the lease beyond its current term and shall report its finding in the 2012 C&LM Plan.
H. Annual Conservation Budget Time Period

The EDCs are currently submit their annual joint conservation plan to the Department on or before October 1 each year, with the intent of the Department issuing a final ruling by the end of the year.  The EDCs annual budget runs on a calendar year basis.  The EDCs’ joint filing is combined with the LDCs’ conservation plan, which has similar review requirements.  This leaves approximately 90 days for the Department to rule on the proposed electric and natural gas conservation plans.  The actual review period is often shorter due to administrative requirements and required lead times.  The OCC stated it was constrained by the review schedule, and therefore, was unable to perform the investigation to the breadth and depth that it believes the 2011 C&LM Plan required.  Recognizing this constrained review period, the OCC recommended future conservation plans be filed with the Department no later than August 1 of each year.  The OCC indicated that a 180-day review period, similar to a rate case schedule, is reasonable.  OCC Brief, pp. 31‑33.

The EDCs and LDCs stated that an August 1 date would worsen existing planning problems because: 1) there would be little experience with new programs launched at the beginning of the year, as opposed to the three, four or five months of experience afforded by the current process; 2) the avoided cost study, which is filed every other year, is typically done during the summer; 3) the Energy Efficiency Board public comment process would need to be conducted in April, as opposed to June; 4) programs do not change a lot from year to year, so there is little to be gained by moving up the filing date; and 5) as conservation planning is a continuous process throughout the year, there are many opportunities for information throughout the year.  Tr. 11/22/10, pp. 622‑625.
The Department agrees that the current review period is inadequate to address the myriad of issues contained within a sizable joint annual conservation plan, which is approximately 400 pages long.  Further, with proposed annual conservation budgets of $141.5 million and $16.9 million for the EDCs and LDCs, respectively, it is prudent to ensure that there is adequate review time for the Department and all of the participants involved.  The Department recognizes that the planning and filing process has been in place for many years, with many stakeholders involved in the process.  Therefore, in an effort to better balance the needs for both effective planning and review, the Department will require the filing deadline be moved up to September 1.
I. Logo Standards


The EDCs state that the Department has required that the name of the web site CTEnergyInfo.com appear under the Energy Efficiency Fund logo and request that they be allowed eliminate the web site from the logo.  In addition, the EDCs proposed other changes to the current logo standards.  Tr. 11/22/10, p. 598; Late Filed Exhibit No. 28.


The Department will allow the EDCs to remove the name of the web site from the Energy Efficiency Fund logo going forward.  Regarding other changes to the logo, going forward the Department will allow the Energy Efficiency Board Marketing Committee the flexibility to modify the logo as they deem appropriate.

A. Order Compliance

Order No. 11 in the 2010 C&LM Decision states:

On or before June 1, 2010, the Evaluation Committee shall submit a report to the Department that will establish the baseline for the current level of awareness among Connecticut’s residential, business and municipal customers regarding the Energy Efficiency Fund, the programs it supports, the benefits it provides and the general understanding about funding for these initiatives.  The report shall include the Evaluation Committee’s recommendation as to 1) the increase in awareness (i.e., performance metric) that should be applied in calculating the EDCs performance incentive for 2011 and 2) the timing of the follow‑up evaluation necessary to determine the change in awareness as discussed for the EDCs in Section II.G.8., herein.  Decision, p. 80.


Pursuant to a filing submitted on December 6, 2010, the Evaluation Committee submitted the above‑required report.  However, the filing did not include the recommendations regarding increased awareness or timing of the follow‑up evaluation as required in the Order.  Therefore, the Department will require the EDCs to submit the aforementioned recommendations
Order No. 15 in the 2010 C&LM Decision comprised 21 separate items (a. through u, inclusive) directed to the EDCs or Energy Efficiency Board for compliance in the 2011 C&LM Plan.  2010 C&LM Decision, p. 81.  The following addresses the EDCs’ response to those Orders.

Order No. 15a - Heat Pump Water Heaters


Order No. 15a in the 2010 C&LM Decision requires the EDCs to submit their recommendations and plan to proceed with the promotion of residential heat pump water heaters (HPWH).  In a filing dated August 30, 2010, in Docket No. 09‑10‑03 (Order 15a Compliance Filing) as well as in the 2011 C&LM Plan, the EDCs submitted information regarding this Order.  2010 C&LM Decision, p. 51; Order No. 15; Tr. 11/22/10, p. 530; 2011 C&LM Plan, pp. 153‑158.


As discussed herein, the EDCs have submitted information regarding residential HPWHs.  Therefore, the Department finds the EDCs have complied with the directives as contained in Order No. 15a in the 2010 C&LM Decision.

Order No. 15i – Energy Information Line


Order No. 15i required the EDCs to provide a summary of the calls received through the energy information line, 877‑WISE‑USE, as part of the annual C&LM Standard Filing Requirement.  The EDCs included a summary of these calls in the 2011 C&LM Plan.  2010 C&LM Decision, p. 83; 2011 C&LM Plan, p. 381; Tr. 11/22/10, p. 596.


The EDCs state that they are generally able to provide a live response to WISE USE phone calls during business hours on weekdays.  In addition, this resource has been a positive addition to C&LM program delivery.  2010 C&LM Decision, p. 51; Order No. 15.  Based on the foregoing, the Department finds that the EDCs have complied with the directives in Order No. 15i as contained in the 2010 C&LM Decision.  The EDCs shall continue to provide this information as part of the C&LM Standard Filing Requirement.

Order No. 15k – Residential Finance Pilot


Order 15k required the EDCs to implement a residential financing program on or before June 1, 2010.  2010 C&LM Decision, p. 83.


As discussed in herein, the EDCs launched the Finance Pilot on June 1, 2010.  2011 C&LM Plan, p. 382.  Therefore, the Department finds that the EDCs have complied with the directives as contained in Order No. 15k in the 2010 C&LM Decision.

Order No. 15l – HES and Attic Stairway Insulation


Order 15l required the EDCs to include attic stairway insulation as part of the Core Services under HES and report on the potential to provide insulation for whole house ceiling/attic fans.  2010 C&LM Decision, p. 83


The EDCs indicate that attic stairways are routinely addressed as part of the HES Core Services and that attic hatch and whole house fan covers will be offered to customers on a case‑by‑case basis.  Since these are typically fabricated on site, the cost will vary and customers will typically be required to make a copayment for them.  2011 C&LM Plan, p. 114.


Based on the foregoing, the Department finds that the EDCs have complied with the directives as contained in Order No. 15l in the 2010 C&LM Decision.

Order No. 15n – Incentives CFL Penetration & General Awareness


Order 15n required the EDCs to include incentives within the 2011 C&LM budget for CFL socket penetration and awareness about the Energy Efficiency Fund.  2010 C&LM Decision, p. 83.  The EDCs state that they have included incentives for these items as required in the 2010 C&LM Decision.  2011 C&LM Plan, p. 384; Exhibit IV, Performance Incentive Matrix.


Department review of the evidence submitted by the EDCs finds that they have complied with the directives as contained in Order No. 15n in the 2010 C&LM Decision.

Order No. 15o – Goals for SmartLiving Center


Order 15o required the EDCs to adjust the 2010 goal for the SmartLiving Center as required by the Department.  2010 C&LM Decision, p. 83.  The EDCs report that they have adjusted the goal as directed.  2011 C&LM Plan, p. 384.


Department review of the information submitted by the EDCs finds that they have complied with the directives as contained in Order No. 15o in the 2010 C&LM Decision.

Order No. 15s – Summary of Wilson Education Initiatives

Order 15s required the EDCs to submit a summary of the Wilson Educational initiatives that received funding through the 2010 Energy Efficiency Fund.  2010 C&LM Decision, p. 82.


The EDCs state that discussion with Wilson Education began in May 2010 regarding its planned activities.  Wilson Education has proposed to complete ten “This Old House of Worship” initiatives with various congregations around the state.  As of the end of September 2010, four initiatives have taken place in the municipalities of Ridgefield, New London, Litchfield and Mystic.  Additional sessions are planned in New Britain and New Haven.  The Wilson initiative will conclude in early 2011 at which time the EDCs will be able to provide additional information pertaining this effort.  2011 C&LM Plan, p. 384.


Department review of the information submitted by the EDCs finds that they have complied with the directives as contained in Order No. 15s in the 2010 C&LM Decision.

Order No. 15t – CTEnergyInfo Events Calendar


Order 15t required the EDCs to post all Energy Efficiency Fund events and Energy Efficiency Board meetings to the CTEnergyInfo Events Calendar. 2010 C&LM Decision, p. 82.  The EDCs report that they have complied with this directive.  2011 C&LM Plan, p. 384.


Department review of the information submitted by the EDCs, as well as a review of the CTEnergyInfo Events Calendar finds that the EDCs have complied with the directives as contained in Order No. 15t in the 2010 C&LM Decision.

Order No. 15u – Special Funding Requests

Order 15u required the EDCs to incorporate a formal process under which ‘special requests’ for funding be formally presented to the Energy Efficiency Board prior to the submittal of the annual C&LM Plan.  2010 C&LM Decision, p. 82.  The EDCs report that they have complied with this directive.  2011 C&LM Plan, p. 384.


Department review of the information submitted by the EDCs finds that the EDCs have complied with the directives as contained in Order No. 15u in the 2010 C&LM Decision.

A. Findings of Fact

1. HES vendors currently makes recommendations to customers to replace existing appliances and heating systems without any formal evaluation of their efficiency, without doing spot metering or performing efficiency tests.  The EDCs do not provide lists to vendors of appliance efficiency and vendors may not have a computer to look up appliance efficiency online.  

2. Many customers have the skills necessary to install insulation.

3. CL&P’s program is underspent by $15.0 million, which CL&P would like to use for a residential loan program.

4. The EDCs began offering customers financing for residential energy efficiencies measures on June 1, 2010.
5. The US DOE and the California Energy Commission, and the Northeast Energy Efficiency Partnerships have advanced higher efficiency standards in household appliances, consumer products, commercial equipment and lighting.  

6. As a universal product, equipment or building mandate, efficiency standards present little or no program cost to ratepayers.  

7. The 2006 International Energy Conservation Codes has been adopted by reference as the 2005 State Building Code at Conn. Agencies Regs. §29‑252‑1d.
8. The 2009 Connecticut Building Code is administered and enforced at the state level by the Department of Public Safety, Office of Building Inspector.
9. The ISE has received a three year agreement with the Department of Public Safety to survey local building officials to identify which aspects of the state’s building code are in non-compliance.  
10. Energy efficiency projects installed via performance contracts provide value to customers by bundling projects with short and long paybacks, bundling fossil fuel and electric projects, and providing financing and energy expertise.
11. Comprehensive projects allow C&I customers to include installations with longer payback periods together with highly cost-effective lighting projects.

12. The ISE K‑12 pilot program evaluation study did not separate out energy savings due to better maintenance of buildings and equipment from energy reduction due to participation in Energy Efficiency Fund programs such as EO, ECB or SBEA.  
A. Conclusion and Orders

J. Conclusion

The Department authorizes a total budget of $141.5 million for Connecticut’s regulated electric utilities for 2011.  The approved budget includes the proposed budget of $105.9 million plus the carry forward of $35.5 million.  The Department acknowledges the request for $15.0 million to be set aside for a residential loan financing program that will be reviewed under a separate proceeding.  The EDCs did not submit a 2012 budget; therefore, the Department will not approve a 2012 budget until all submissions are received.

A major focus of this proceeding was investigation of the evaluation process led by the OCC.  Based on a thorough examination of the evidence the Department found that the process is neither independent nor transparent.  The Department therefore has required changes to the process so that all parties have greater confidence in the evaluation studies.

K. Orders

For the following Orders, submit one original and three copies of the required documentation to the Executive Secretary, 10 Franklin Square, New Britain, CT 06051, and file an electronic version through the Department's website at www.ct.gov/dpuc.  Submissions filed in compliance with Department Orders must be identified by all three of the following:  Docket Number, Title and Order Number.

1. On or before September 1, 2011 and annually thereafter, the EDC’s shall submit the 2012 C&LM Plan and budget to the Department for review.

2. When providing estimates and recommendations to customers, the HES program shall clearly indicate that savings are based on general information and not customer specific data.  

3. There shall be no bonus incentives to vendors or the EDCs to promote appliances, A/C or space or hot water heating equipment replacements at this time.  
4. The EDC’s shall pay less than 50% of the $500 rebate for gas furnaces with efficient electric fans in the HES program.  The allowed incentive should be based on the electric proportion of the total gas and electric avoided cost savings.
5. The Department will require the electric and gas utilities to immediately discontinue the vendor installation requirement for insulation rebates in the HES program.

6. Effecitve with the date of this Decision, the Energy Efficiency Board shall modify the Evaluation process, as described in Section II.E., herein.
7. A billing analysis shall be performed on at least one Energy Efficiency Fund program in 2011 and annually thereafter.  The results of the engineering estimates and billing analysis should be compared and reconciled.  

8. Where appropriate, the Energy Efficiency Board shall recommend to the Legislature, legislation for efficiency requirements that will improve the energy efficiency of products and equipment sold in Connecticut.
9. The EDCs shall adjust their 2011 performance goals as indicated Section II.G.

10. On or before February 15, 2011, the EDCs shall eliminate the distribution of watt meters under the HES Program as discussed in Section II.C.1.b., herein.

11. On or before March 30, 2011 the Energy Efficiency Board shall submit the proposed ISE work plan and budget to the Department.  The ISE shall submit to the Energy Efficiency Board a work plan and budget for 2011 that provides ISE with sufficient resources to implement the K‑12 program on a larger scale to increase the number of training sessions for schools and a broader scope to include training for municipalities and/or health care facilities.  
12. On or before February 15, 2011, the Energy Efficiency Board shall submit a recommendation to the Department on EO and SBEA kWh savings, program budget adjustments, and incentive matrix weighting to provide “stretch” incentives for the percentage of comprehensive projects installed, as described in Section II.D.4; herein.
13. On or befor March 1, 2011, the EDCs shall post a general, yet accurate description of program incentive levels for each of the C&I programs on their web sites.
14. On or before March 1, 2011, the EDCs shall submit a complete reconciliation of 2009 and 2010 carryforwards for both revenue and budget. 

15. On or before March 15, 2011 the EDCs shall submit a revised budget schedule A1 to include the $18.3 million in carryover. 

16. On or before March 15, 2011, ISE shall work with the Energy Efficiency Board and the Energy Efficiency Board Evaluation Consultant to incorporate additional program measure data to be included as an ongoing component of the K‑12 training program, provided that the cost of collecting the data is not burdensome.
17. On or before April 4, 2011, the EDCs shall notify the Department regarding any additional opportunities to offer HPWH rebates as discussed in Section II.C.2., herein.

18. On or before April 4, 2011, the EDCs shall report to the Department regarding the development of educational material, including web based information about HPWHs and available rebates as discussed in Section II.C.2., herein.

19. On or before April 4, 2011, The ISE shall submit to the Energy Efficiency Board a conceptual plan to extend an O&M training program to municipalities and health care facilities in 2012, as discussed in herein.
20. On or before April 4, 2011, the Energy Efficiency Board shall submit the manner in which the EDCs will be allowed to count the savings provided under the Partners Program toward the EDC’s C&LM goals as discussed in Section II.D.7., herein.
21. On or before June 2, 2011, the EDCs shall develop, and be prepared to maintain, an interactive tool to provide customers with the information necessary to compare available choices for their end use needs as discussed in Section II.D.6, herein.
22. On or before July 1, 2011, ISE, together with the Energy Efficiency Board, shall develop a code training curriculum that embodies the “hands on” and student engagement components that are appropriate to train the building trades in code compliance, as described in Section II.D.1., herein.
23. On or before July 1, 2011, ISE shall implement a delivery mechanism of code training to reach the building trades:  electricians, plumbers, building contracts and construction professionals, particularly those involved in the construction of C&I buildings, as described in Section II.D.1., herein.  ISE shall report on these efforts on a quarterly basis.
24. At the time of the next ISE O&M Training program evaluation, the Energy Efficiency Board shall work with its evaluation consultant to develop an independent evaluation, commensurate with the program costs expended.
25. The EDCs shall conduct a workgroup to promote best practices and develop a standardized performance contract to submit in the next annual Plan, as described in Section II.D.2., herein.  The EDCs shall report quarterly on the milestones of the workgroup toward the goal of developing a standardized performance contract for the 2012 Plan.
26. On or before September 1, 2011, as part of the 2012 C&LM Plan the EDCs, LDCs, Companies, ECMB and/or ISE (as appropriate) shall:
a. report on ways to improve the effectiveness of the Kitchen Table Wrap Up as discussed in Section II.A.1.a., herein;

b. report on the potential to license HES vendors as discussed in Section II.A.1.c., herein;

c. develop a market transformation plan and timeline for the HES program as discussed in Section II.A.1.,c., herein;

d. submit a summary of the UI research into storage type HPWHs and recommendations regarding the potential to promote storage type HPWHs to encourage off‑peak consumption as discussed in Section II.C.3., herein;
e. develop long term goals as discussed in Section G and submit them at the time of their 2012 C&LM filing;
f. report the number of completed EO projects and kW and kWh associated with performance contracts during 2011.  The Energy Efficiency Board shall report on the costs and benefits of EO projects that are implemented with performance contracts during 2011, as described in Section II.D.2 herein.

g. As directed in Section II.C.5., herein, the EDCs shall provide in the annual 2012 Plan an update on the planned and achieved milestones in Federal, state and regional efficiency standards as they affect consumer products, appliances and equipment sold in Connecticut

h. submit a recommendation regarding the SmartLiving Center as discussed in Section II.I., herein.

i. The Department requires a forecast through the end of the current year is to be submitted that includes all revenue and spending for each company and broken down in the same design as Tables A1 & A2 in the plan for the current years plan.

27. HES and Limited Income Programs shall continue to be tracked and evaluated separately.
	Docket No. 10-10-03
	DPUC Review of The Connecticut Energy Efficiency Fund's Conservation and Load Management Plan for 2011


This Decision is adopted by the following Commissioners:

	

	

	John W. Betkoski, III 

	

	

	Amalia Vazquez Bzdyra

	

	

	Kevin M. DelGobbo 

	

	

	

	

	

	


CERTIFICATE OF SERVICE


The foregoing is a true and correct copy of the Decision issued by the Department of Public Utility Control, State of Connecticut, and was forwarded by Certified Mail to all parties of record in this proceeding on the date indicated.

	
	
	
	

	
	
	
	

	
	
	
	

	
	[image: image8.jpg]. Sankpited




	
	January 7, 2010

	
	Kimberley J. Santopietro
	
	Date

	
	Executive Secretary
	
	

	
	Department of Public Utility Control
	
	


T. Ezzo
� The ability to increase the co�payment above $75 reflects the Department’s discussion regarding the market transformation of the HES program.


� The allocation of $1.5 million for CL&P and $375,000 for UI reflects the 80/20 proportion of revenues provided to the Energy Efficiency Fund from the 3 mill/kWh charge from each Company’s sales of electricity.


� The EDCs note that the Connecticut Appliance Rebate Program (CT�ARP), which offered a $400 rebate for HPWH during its rebate period of April 1, through July 15, 2010, was successful in promoting this technology.  Order 15a Compliance Filing, p. 2.


� Anecdotally, many electric water heaters are located in closets and conditioned spaces.


� The EDCs do not claim dehumidification related benefits in their screening of this appliance.  Response to Interrogatory EL�8.


� For example, under the Finance Pilot customers are assessed higher interest rate based on the total cost of the loan.


� As used in this context the Department is referring to the revenues provided from the 3 mill/kWh assessment applied to CL&P and UI customers.


� In 2010, CL&P allocated a total of $206,125 to NEEP.  UI has budgeted $50,000 to NEEP.  This funding supports a variety of NEEP initiatives.


� Where appropriate, and as staff resources allow, the Department supports EDC/Energy Efficiency Board advocacy and technical comments in favor of higher efficiency requirements.  


� Sessions could be further separated among the building community by specific building trades.


� “Workforce Training that Changes Behavior and Improves Outcome,” Jill Marver, Lynn Binningfield, Lisa McLain, Misti Bruceri, 2010 ACEEE Summer Study on Energy Efficiency in Buildings.


� Andria Fraser, Eastern Connecticut State University, Program Assessment for the Institute for Sustainable Energy’s K�12 School Energy Management Training Course, September 10, 2010.  


� All 2010 program data reported are year-to-date, as of November 15, 2010.  Late File Exhibit No. 1.


� The ability to use alternate fuels is integral to some equipment, i.e., duel�fuel capable equipment.  This analysis is not meant to address duel�fuel capable equipment.


� The Energy Partners Program and the gas chiller rebate were established pursuant to the Decision dated June 4, 2008 in Docket No. 07�06�59.





� Because the SmartLiving Center is located in UI’s service territory UI funds this facility from its portion of the Energy Efficiency Fund budget and is responsible for its day�to�day operation.


� Five years reflects the historical standard lease term for the Orange SmartLiving Center.
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