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DECISION

I. Introduction

A. Summary

In this Decision, the Department approves the LDCs conservation budget and programs for 2011 with modifications.  
B. Background of the Proceeding

Pursuant to § 16-32f of the General Statutes of Connecticut (Conn. Gen. Stat.), the natural gas local distribution companies (LDCs) are required to submit annually to the Department of Public Utility Control (Department) a gas conservation plan to implement cost-effective energy conservation programs and market transformation initiatives.  The LDCs and the Energy Efficiency Board (EEB), formerly the Energy Conservation Management Board, are to evaluate and select all supply, conservation and load management options within an integrated supply and demand planning framework.  The EEB, established pursuant to Conn. Gen. Stat. § 16-245m, follows the guidance of Conn. Gen. Stat. § 16-32f, to advise and assist each LDC in the development and implementation of their conservation planning efforts.  Each program contained in the LDCs proposed conservation plan is either accepted, modified or rejected by the EEB before submission of the plan to the Department for approval.  In this uncontested proceeding, the Department must approve, modify or reject the conservation plans.  

C. Conduct of the Proceeding
On October 1, 2010, Connecticut Natural Gas Corporation (CNG), The Southern Connecticut Gas Company (Southern), and Yankee Gas Services Company (Yankee; together, LDCs) jointly filed with the Connecticut electric distribution companies (EDCs) their proposed 2011 Electric and Natural Gas Conservation and Load Management Plan (2011 Plan) in the instant docket.  The Office of Consumer Counsel (OCC) also submitted pre-filed testimony related to the 2011 Plan. 
Pursuant to a Notice of Hearing dated November 1, 2010, the Department held a public hearing in this matter on November 15 and 22, 2010.  By Notice of Rescheduled Late Filed Exhibit Hearing dated November 24, 2010, the Department held a late filed exhibit hearing on December 1, 2010.  
D. Parties and Intervenors 

The Department recognized the following as Participants to the proceeding: Connecticut Natural Gas Corporation, P. O. Box 1500, Hartford, Connecticut 06144-1500; The Southern Connecticut Gas Company, 855 Main Street, Bridgeport, Connecticut 06604-4918; Yankee Gas Services Company, c/o Northeast Utilities Service Company, P.O. Box 270, Hartford, CT 06141-0270; 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; the Office of Consumer Counsel, Ten Franklin Square, New Britain, Connecticut 06051; and Environment Northeast , 21 Oak Street, Suite 202, Hartford, CT 06106, Connecticut Industrial Energy Consumers, 540 Broadway P.O. Box 22222, Albany, NY 12207. 
II. Department Analysis

A. General Overview

The 2011 Plan was developed with the advice and assistance of the EEB and its consultants and continues the integration of electric and natural gas efficiency measures through integrated programs.  The proposed 2011 Plan includes a budget of $16.9 million of natural gas energy efficiency program funding.  This represents a more than 45% increase over the approved 2010 budget of $11.5 million.  2011 Plan, pp. 1-5.
Funding to support the 2011 Plan will include the following sources: 1) $1.9 million, or approximately 12% of the 2011 Plan budget, is already included in the LDCs’ base rates;
 and 2) $14.9 million, or approximately 88% of the budget is to be recovered from firm ratepayers through the conservation adjustment mechanism (CAM) charge on customer’s bills.  An additional source of funding may result from the excess GRT collections pursuant to Conn. Gen. Stat. §16‑32(f).  The amount of excess GRT will not be known until it is calculated at the end of the state’s fiscal year, June 30, 2011.  In the event that excess GRT is available, the LDCs and the EEB have procedures in place to apply the funds as an offset to the CAM.  2011 Plan, p. 3.
The Department notes that it previously rejected the proposal to displace ratepayer funded conservation and directed the LDCs to use excess GRT as an incremental funding source to further expand future budget proposals.  See, Interim Decision dated January 23, 2008 in Docket No. 06-10-03, DPUC Review of the Connecticut Gas Utilities Forecasts of Demand and Supply 2007‑2011 and Joint Conservation Plans, p. 8.  The Department reiterates its ruling on this issue.  
1. Progress of 2010 LDC Conservation Plan
Each of the LDCs project year‑end expenditures at or above 100% of their allowed 2010 budgets for both the Low Income Program and Home Energy Solutions program (HES).  2011 Plan, pp. 141-143, pp. 150-152.  The LDCs anticipate year‑end expenditures at or above 100% of the approved 2010 budget for the Energy Conscious Blueprint (ECB) program.  2011 Plan, pp. 185-187.  CNG, Southern and Yankee anticipate year end expenditures of 28%, 100% and 79% of the allowed 2010 budget for the Energy Opportunities (EO) portion of its commercial and industrial (C&I) program, respectively.  2011 Plan, pp. 206-208.  All other programs remain within a reasonable target for 2010 expenditures and savings goals.  The LDCs appear to have overcome the significant downturn in customer participation they experienced in HES in 2009.  The extensive marketing and outreach undertaken to promote the conservation programs in 2010 has been effective in stimulating demand in these programs.  The Department reviewed the LDCs’ budget variances and finds the variances reasonable given current commitment levels included in each program’s standard filing requirements and the overall economic conditions.    
2. Proposed 2011 LDC Conservation Plan
In the 2011 Plan, the LDCs expanded funding for existing programs across all sectors.  Financing options will increase for residential and C&I customers for energy efficiency improvements.  As a result, the LDCs propose a total budget of $16.9 million in the 2011 Plan.  Continuing in 2011, the LDCs will exclude natural gas projects with incentives in excess of $100,000 from the natural gas C&I budget in the 2011 Plan and submit these projects individually to the Department for review of incremental funding.  2011 Plan, p. 13. A breakdown of the LDCs proposed 2011 Plan natural gas conservation budget is included in the following table:
	 
	2010 CONSERVATION BUDGETS

	 
	CNG
	Southern
	Yankee
	Total

	RESIDENTIAL PROGRAMS
	 
	 
	 
	 

	Home Energy Solutions (HES)
	$1,500,000 
	$1,500,000 
	$1,600,000 
	$4,600,000 

	Low Income – Audits
	$25,772 
	$25,803 
	$30,000 
	$81,575 

	Low Income – Weatherization
	$800,000 
	$900,000 
	$900,000 
	$2,600,000 

	Water Heating
	$105,400 
	$121,000 
	$136,600 
	$363,000 

	New Construction
	$350,000 
	$300,000 
	$500,000 
	$1,150,000 

	CHIF Loan Fund
	$50,000 
	$50,000 
	$50,000 
	$150,000 

	Residential Financing Subsidies
	$90,000 
	$90,000 
	$90,000 
	$270,000 

	Subtotal Residential
	$2,921,172 
	$2,986,803 
	$3,306,600 
	$9,214,575 

	C&I PROGRAMS
	 
	 
	 
	 

	Energy Conscious Blueprint
	$1,140,000 
	$1,050,000 
	$1,480,000 
	$3,670,000 

	Energy Opportunities
	$760,000 
	$700,000 
	$1,020,000 
	$2,480,000 

	O&M (RetroCx, Training)
	$100,000 
	$100,000 
	$200,000 
	$400,000 

	C&I Financing Subsidies
	$50,000 
	$50,000 
	$50,000 
	$150,000 

	Subtotal C&I
	$2,050,000 
	$1,900,000 
	$2,750,000 
	$6,700,000 

	OTHER
	 
	 
	 
	 

	Administrative & Planning
	$305,500 
	$305,500 
	$344,500 
	$955,500 

	Subtotal Other
	$305,500 
	$305,500 
	$344,500 
	$955,500 

	 
	 
	 
	 
	 

	TOTAL BUDGET
	$5,276,672 
	$5,192,303 
	$6,401,100 
	$16,870,075 


2011 Plan, p. 50, Table A-1.
There was a significant discussion in the current proceeding on budget forecasting and management.  The LDCs’ forecast program participation primarily by looking at historical participation and growth rates.  For C&I program activity, the LDCs use a tracking system that enables them to know: 1) commitments; 2) written offers; and 3) work under development along with incentive unit cost rates for historical and forecasted projects.  This information is used to know to what extent the C&I program budget is committed for any given program year.  Response to Interrogatory GA-6.  For residential program activity, the LDCs primarily forecast the expected number of participants and apply an average expected unit cost to forecast its budget, which is monitored regularly as the programs evolve.  Tr. 12/1/10, pp. 694 and 695.  
Environment Northeast (ENE) stated that the 2011 Plan meets the requirements of both Conn. Gen. Stat. §§ 16‑245m and 16-32f.  Further, ENE is encouraged by the LDCs proposed enhanced and expanded program offerings and budget.  ENE concurs with the EEB that while the gas programs have made significant progress, there is a significant disparity in the funding levels between the electric and natural gas programs.  This constrains the ability of integrated programs to effectively respond to the strong market demand for integrated and comprehensive projects.  Compared to the magnitude of the additional investment required to achieve economic potential savings indentified in the KEMA study, the LDCs’ budget increase is modest—yet it serves as a significant indication of progress.  The 2011 Plan demonstrates that the electric and gas programs are cost-effective, with an average total resource benefit-cost ratio of 3.0 for residential programs and 2.4 for C&I programs. ENE urged that the 2011 Plan and corresponding budgets be approved.  Brief, p. 4.

OCC believes greater focus should be given to the natural gas portion of Connecticut’s energy efficiency portfolio.  Natural gas programs have been included in the planning process since 2005, with full integration in all customer sectors beginning in 2008.  However, gas measures are still not fully integrated into Connecticut’s energy efficiency portfolio.  The program savings documentation (PSD) included information about many electric measures, but little information on gas measures.  Further, there are many gas energy efficiency measures that are commonly found in other successful programs, but not included in the 2011 Plan.  In terms of measures offered and cost per therm saved compared with similar programs offered in other jurisdictions, the 2011 Plan shows there is significant room for improvement in natural gas efficiency measures.  OCC PFT, pp. 34-36.
The gas conservation programs have experienced robust growth in recent years due to the integration of gas measures into existing electric programs.  The level of actual‑to‑budgeted expenditures, as noted above in Section II.1. Progress of the 2010 LDC Conservation Plan, also supports the need for increased levels in the budget for 2011, especially in the residential programs.  Over the last several years, the LDCs have petitioned the Department to make available more funding over the allowed annual budget.  The LDCS want to reserve the right to petition the Department for additional funding in 2011 if customer response and measure opportunities are found to be greater than the LDCs have originally anticipated and/or potential expenditures exceed the allowed 2011 budget.  2011 Plan, p. 4.  
After review of the evidence in the instant proceeding, the Department approves the proposed budget in the 2011 Plan.  While the LDCs may request additional funding over the allowed budget, the Department notes that it has not always made extra funding available upon the LDCs request in the past.  The Department relies heavily on the LDCs to adequately forecast program demand and demonstrate effective management of its allowed budget, with a request for more allowed funding being a last resort.  As the gas program continues to evolve, the LDCs must add more sophistication in forecasting program demands for upcoming conservation years rather than simple reliance on past performance.  The LDCs will be directed to provide a demand forecast for is next annual conservation plan, which will include other items as discussed in more detail below in Section II.A.3. Program Goals.
For the most part, the Department is satisfied with the program and measure offerings in the gas conservation portfolio.  The proposed programs and measures meet, and in most instances, exceed the cost-benefit requirements of Conn. Gen. Stat. § 16-32f.  In discussion at the hearings, the LDCs clarified that they intend to offer prescriptive rebates for both high and low intensity infrared heaters.  Tr. 11/22/10, pp. 397 and 398.  While there may not be prescriptive incentives for many of the C&I measures identified by the OCC, the Department has seen custom incentives offered for some of these measures.  The Department is aware that measures such as gas storage water heaters typically do not pass the utility test for cost-effectiveness, and therefore should not be broadly offered in the portfolio.  As always, the LDCs shall continue to explore cost‑effective measures for inclusion in future conservation plans. 

3. Program Goals

OCC discussed the importance of long term, stable goals for the gas and electric conservation programs expressed in terms of energy savings, emissions reductions and demand reductions.  OCC PFT, p. 13.  OCC points out that the 2011 Plan does not include information about achievement of goals for the gas programs.  Further, multi-year energy and load savings goals and progress toward those goals are not discussed in the plan.  Brief, p. 7.  OCC recommended that five-year commodity and demand reduction targets be established, as well as annual target goals.  Incentives for achievement of those goals should be provided.  OCC PFT, p. 10.  Progress toward achievement of annual gas reduction targets should be shown, along with progress toward achievement of annual goals by sector and for the portfolio as a whole, including both electric and gas measures.  A summary page that compiles the information would assist decision makers in tracking progress toward achievement of annual goals and highlight spending and progress variances so that the necessary actions can be taken to use the conservation budget as effectively as possible.  OCC recommended the Department provide a format for such tracking.  Brief, pp. 28 and 29.
The Department agrees with the OCC that short and long term goals are crucial to the effective management of all conservation programs.  The Department ordered the LDCs in the last proceeding to begin including in future conservation plans an additional analysis of, at a minimum, ten years of projected program costs and benefits assuming reasonable program growth and compare that to supply side options to comply with the integrated resource planning requirements under Conn. Gen. Stat. §16‑32f(b).  The LDCs provided ten years worth of projected program costs, assuming 5% annual program growth.  2011 Plan, p. 382.  However, the LDCs did not file the details of the supply side options being considered for the next 10 years.  The Department will direct the LDCs to provide this comparison information.  The LDCs shall also use the comparison information to develop short- and long-term energy savings and demand reduction goals.  Rather than simply presenting projected conservation expenditures that assume an arbitrary 5% growth rate in program spending, the LDCs, using the established goals and projected program demand, can plan their program spending and growth in a meaningful manner.  The Department included the desired format for presentation of the goals as Attachment 1 in the instant Decision and will direct the LDCs to submit the required information.  A technical session will be conducted to present and discuss these goals prior to the LDCs’ development of the 2012 annual conservation plan.  

B. Residential Programs
4. Limited Income
The objective of the Limited Income Program is to reduce utility bills for limited income customers.  This is accomplished by providing comprehensive weatherization, energy conservation and education service as well as replacing older, inefficient heating and water heating systems.  Eligible customers are owners or tenants who have a natural gas account in their name and have income that is less than 60% of the state median income.  The Limited Income Program offers a full range of energy conservation measures to address inefficient lighting, water heating, inefficient heating equipment, refrigeration and insufficient insulation.  

The EDCs and LDCs have determined that the service similarities lend themselves to making the current Limited Income Program a component of HES.  The income eligible track of HES (HES-IE) will provide the same services to income eligible customers as the Low Income Program has in the past.  The primary benefit of this change is that it will allow the EDCs and LDCs to promote the HES program broadly, and then direct customers to the HES-IE as appropriate.  2011 Plan, p. 10.  The EDCs and LDCs are developing standard nomenclature and program descriptions to incorporate in their advertising materials for use beginning in January 2011.  Existing services for either program are not anticipated to change; however, the EDCs and LDCs expect to find opportunities to create program delivery efficiencies and a streamlined approach to promoting the program.  Response to Interrogatory GA-3.  
The Department approves the integration of the Limited Income Program into HES for purposes of program promotion.  However, the LDCs shall continue to treat each component separately for purposes of program review, data tracking and evaluation.Therefore, a full, separate cost benefit analysis of the HES-IE will continue to be a requirement in annual conservation programs along with discussions on any program changes, similar to current practice.  

5. Home Energy Solutions
HES has become the flagship residential retrofit program serving all residential homes, single and multi-family.  The program primarily targets high use electric and gas heating customers and/or customers with central air conditioning, though customers that heat with oil or propane are also eligible to participate in HES.  The largest component of HES is Core Services.  It offers three primary functions: 1) the low cost direct install measures and services that are performed at the time of the initial in-home visit; 2) an opportunity for HES contractors to screen for additional energy‑saving opportunities; and 3) education of customers about their home’s energy performance and additional opportunities available to them.  Continuing in 2011, in addition to Core Services, customers will be able to participate in Home Performance with HES (HP‑HES).  HP‑HES enables deeper penetration of energy efficiency retrofits by allowing energy professionals and contractors to submit comprehensive custom projects to the LDCs for rebate consideration, similar to the existing C&I program model.  HES also offers attractive third party consumer financing for energy improvement projects.  2011 Plan, pp. 113-117, 122.

The EDCs and LDCs continue to expand the infrastructure for program delivery.  Currently, approximately 136 technicians implement HES through 19 vendors.  2011 Plan, p. 115.  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.  Id., p. 68.  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 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 were interested in bidding, and hope increased competition as well as alternative pricing models being considered will result in lower program costs.  It is anticipated that the review process will take place in mid-December, and new vendors will be in place to begin work in the first quarter of 2011.  Response to Interrogatory GA-2; Tr. 11/22/10, pp. 402‑408. 


In an effort to meet the long term goals of HES, the EDCs and LDCs, in consultation with EEB and the HES Working Group, propose the following program enhancement.  The standard co-pay for HES is currently $75 and in 2010, vendors had the flexibility to reduce the co-payment at their own expense.  In some situations, customers would receive different offers from competing vendors which led to customer confusion about the program.  Response to Interrogatory GA-5.  There are also some instances of already scheduled appointments being cancelled due to the customer finding a better price.  Further, the EDCs and LDCs believe that customers should buy into the program to a certain extent to have “skin in the game.”  Tr. 11/15/10, pp. 342‑344.  Therefore, for 2011, the EDCs and LDCs propose to require a fixed $75 customer co-pay and not allow vendors to deviate from the $75 co‑pay.  2011 Plan, p. 126.
OCC believes that efforts should be made to further integrate gas measures, such as attic insulation, into the HES programs.  OCC PFT, pp. 36.
The Department is generally pleased with the progress the EDCs, LDCs, EEB, vendor community and other stakeholders have made in the development of HES over the past several years.  The Department is looking forward to seeing the results of the Companies RFP process for HES Core Services.  Under a previous Department Order, the EDCs and LDCs were required to submit a finalized list of services and pricing in HES Core Services.  Therefore, the current HES pricing will remain in place until the vendor selection process is complete and a finalized pricing list is submitted to the Department.  In 2011, the LDCs shall require a $75 co-payment from all customers participating in HES.  Based on program demand, program administrators may modify the co‑payment intra-year from a minimum of $25 to a maximum of $99.  However, any changes to the co-payment must be approved by the EEB along with written notification sent to the Department.
The Department finds OCC’s suggestion for attic insulation rebates appropriate for inclusion in the 2011 Plan and directs the LDCs to develop a rebate.  Separate rebates shall be considered for professional as well as do-it-yourself installations. 
C. Commercial and Industrial Programs
Most of the C&I programs are combined natural gas and electric programs.  The programs seek to provide comprehensive business energy solutions focused on promoting bold and meaningful savings goals (15-30%) through energy efficiency, load management and on-site generation.  These savings have a real impact on their business customers’ energy bills, contribute to their productivity and enhance their competitiveness.  There are a number of program offerings for C&I customers including: 

· Energy Conscious Blueprint, a lost opportunity gas and electric program that serves the new construction and equipment replacement markets.  
· Energy Opportunities, a retrofit gas and electric program that seeks to improve the energy efficiency of a customer’s existing facility.  
· Operations and Maintenance (O&M) Services, which help gas and electric customers improve the efficiency of their operations by indentifying possible modifications and repairs to existing HVAC and industrial production equipment, rather than through capital intensive investments.  
· Small Business Energy Advantage (SBEA), an electric program which provides cost-effective, turn-key conservation and load management (C&LM) services for small business customers.

In spite of increased effort and activity on the LDCs part to market the program, the national economic downturn has had–and continues to have-an inhibiting effect on customer willingness to invest in energy efficiency projects.  Nonetheless, the natural gas elements of the C&I programs have continued to mature and the market’s awareness of these programs is increasing.  In 2010, the quantity and dollar amount in the first 8 months was approximately 100% higher than the same period in 2008 and 75% higher than the same period in 2009.  Commensurate with the increased market awareness and activity, the proposed combined C&I program budget for 2011 has been increased by nearly 30% to $6.6 million.  This represents nearly a doubling of the C&I natural gas budgets since 2008.  2011 Plan, pp. 159-163.

Despite the large increase in the C&I budget since 2008, the natural gas budget remains relatively modest when compared to its electric counterpart, and presents challenges with respect to budget management.  As a result of these challenges and prior Department directives concerning customer incentives, the EDCs and LDCs propose the use of various incentive capping mechanisms.  The proposed incentive capping mechanisms include: 1) expanding the use of published incentive unit cost rate caps (on a cost-per-annual energy saved or cost-per-peak on a demand saved basis) for large C&I projects, depending on whether the measure provides energy or demand savings; 2) decreasing the allowable percentage of incremental cost incentives in ECB for custom process measures from 95% to 75%; and 3)  the incentive must result in a simple net payback of not less than 18 months, which will increase the level of financial commitment on the customer’s part.  2011 Plan, p. 13.  Incentives offered to customers will typically be based on the lesser of the three approaches.  Tr. 11/22/10, pp. 410 and 411.   
The LDCs believe that the proposed incentive caps better reflect customer benefits, provide consistency and greater transparency throughout the implementation process.  Response to Interrogatory OCC-34.  While the LDCs provided examples of unit cost rate caps to the Department for illustrative purposes, the actual cost rate caps have not been finalized.  Late Filed Exhibit No. 17.  The LDCs anticipate that finalized pricing will be submitted in the near future and presented to the Department.  Tr. 12/1/10, p. 713.  All of the rate caps will be published on both the EDCs and LDCs respective websites in 2011.  Tr. 11/15/10, p. 422.  The LDCs also propose that the unit cost rate caps be variable in that they may raise or lower them as needed in response to customer demand with due consideration of available budgets.  Response to Interrogatory GA-1. 
In order to better anticipate funding needs for large C&I and government projects, OCC recommended that the LDCs issue a RFP announcing that a sum of money is available for comprehensive energy efficiency programs and describing the requirements that programs must meet to be considered.  Projects can then be funded based on cost per kWh, KW, and/or therm savings, as appropriate.  With proper planning, this approach allows the budget to be managed, ensures that only the most cost effective programs receive funding, and reduces the possibility that projects will need to be halted before they are completed due to lack of funding.  OCC PFT, p. 37. 

Connecticut Industrial Energy Consumers (CIEC) had several recommendations for the Department:  1) increase and/or maintain the existing per customer incentive caps on C&I energy efficiency programs subject to the an expedited waiver process; 2) reject the LDCs’ proposed simple payback, incremental cost and unit cost incentive caps for large C&I programs set forth in the 2011 Plan; 3) reject the recommendation of the OCC to issue RFPs for C&I programs; and 4) its recommendation to increase funding for program evaluations.  Brief, p. 15.
The Department approves the use of the various incentive caps proposed in the 2011 Plan.  The structure of the new incentive caps, rather than using a fixed dollar incentive cap, does not exclude large cost beneficial gas projects simply because they may exceed the cap.  Further, the various mechanisms allow program administrators to better tailor incentives based on the individual project characteristics.  Special circumstances may be considered for exemption from the incentive cap guidelines.  Unit cost rate caps shall not be changed intra-year, but may be changed at the time of the annual conservation filing.  Gas projects with incentives greater than $100,000 shall continue to be submitted separately for Department review of incremental funding.  The Department notes that the LDCs offered an RFP-based C&I program in 2007, which was unsuccessful in its first year, and thus discontinued.  The Department will not require an RFP based program at this time.     
The LDCs currently apply a conservative 100% probability factor to C&I customer commitments when forecasting total year end spending against the approved C&I budget for programs.  This process ensures that the LDCs do not make project commitments that exceed the filed C&I budget.  Tr. 11/15/10, p. 333; Response to Interrogatory GA-6.  However, based on experience with C&I projects such as project cancellations and schedule delays, the LDCs support the use of an 80% probability factor to be applied when forecasting uncompleted projects during the reporting months of  January – September, and a 90% probability factor to be applied when forecasting uncompleted projects during the reporting months of October – December.  Brief, p. 3.  The LDCs request approval of the proposed probability factors in 2011 and going forward as it provides the LDCs: 1) the ability to end the year closer to approved program budgets; and 2) minimize potential program disruptions to customers.  Tr. 11/15/10, pp. 335-337.

Although the Department never placed any particular restriction on the LDCs use of probability factors, it supports the use of the proposed probability factors.  Using a 100% probability factor results in over-forecasting actual demand for funding.  A lower probability factor will help the LDCs to better manage the gas conservation budget and may avoid unneccesary requests for incremental funding during the budget year.  The LDCs should modify the probability factors as needed to better forecast their actual program demand against the allowed budget.
The LDCs should continue to explore ways to enhance gas conservation activity in the C&I market.  One option would be to include gas measures directly within the SBEA program.  Currently, the SBEA program is primarily an electric-only program and performs few gas installations.  Instead, small business customers can have natural gas measures installed through EO (and delivered through the SBEA contractor), and are offered financing for qualified measures at a 7% interest rate through a third party.  However, through the SBEA program, contractors can offer zero percent on-bill financing.  The EDCs noted that this financing option, implemented in 2010, has been extremely successful and is recognized as a strong business model by other utilities.  The EDCs and LDCs noted some of the challenges in integrating this particular program, such as addition training requirements for existing SBEA contractors to offer gas measures as well as billing issues.  2011 Plan, p. 14; Response to Interrogatory GA-1.  

The Department will direct the LDCs to incorporate gas measures directly through the SBEA program, and begin to offer on-bill financing for qualifying gas measures, beginning in January 2012.  This should allow the LDCs ample time to integrate the program, allocate funding and put a billing mechanism in place.  Specifics of the program integration shall be discussed and ruled on during the review of the next annual conservation filing.
D. Program Evaluation

The Department has several concerns with the currently running and proposed evaluation process in the 2011 Plan.  Since program evaluation is a joint gas/electric process, the Department will defer the full discussion on program evaluation to the final Decision in Docket No. 10-10-03, DPUC Review of The Connecticut Energy Efficiency Fund’s Conservation and Load Management Plan for 2011, expected in the near future.  The LDCs will be directed to follow the directives in that Decision.
E. Annual Conservation Budget Time Period

As required by Conn. Gen. Stat §16-32f(b), the LDCs are required to 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 LDCs annual budget runs on a calendar year basis.  The LDCs joint filing is combined with the EDCs 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 Plan required.  Recognizing this constrained review period, the OCC recommended future conservation plans be filed with the Department no later than August 1 each year.  The OCC indicated that a 180-day review period, similar to a rate case schedule, is reasonable.  Brief, pp. 31-33.  

The LDCs and EDCs 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 EEB public process would need to happen 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 $105.9 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 also 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 need for both effective planning and review, the Department will require the filing deadline be moved up to September 1.  

III. Findings of Fact

1. On October 1, 2010, the LDCs and EDCs jointly filed the proposed 2011 Plan in the instant docket.  
2. The 2011 Plan was developed with the advice and assistance of the EEB and its consultants and continues the integration of electric and natural gas efficiency measures through integrated programs.  

3. The 2011 Plan includes a budget of $16.9 million, which represents a more than 45% increase over the approved 2010 budget of $11.5 million.  

4. Funding to support the 2011 Plan will include $1.9 million collected in the LDCs base rates and the remaining $14.9 million to be recovered from firm ratepayers through the CAM charge on customer bills.  
5. An additional source of funding may result from the excess GRT collections pursuant to Conn. Gen. Stat. §16‑32 (f).  
6. Each of the LDCs project year‑end expenditures at or above 100% of their allowed 2010 budgets for both the Low-Income program and HES.  
7. The LDCs anticipate year‑end expenditures at or above 100% of the approved 2010 budget for the ECB program.  
8. CNG, Southern and Yankee anticipate year end expenditures of 28%, 100% and 79% of the allowed 2010 budget for the EO program, respectively.  
9. In the 2011 Plan, the LDCs expanded funding for existing programs for all sectors.
10. The LDCs forecast program participation primarily by looking at historical program participation and historical growth rates.  
11. There is a significant disparity in the funding levels between the electric and natural gas programs.  
12. The 2011 Plan demonstrates that the electric and gas programs are cost-effective, with an average total resource benefit-cost ratio of 3.0 for residential programs, and of 2.4 for C&I programs. 
13. Natural gas programs have been included in the planning process since 2005, with full integration in all customer sectors beginning in 2008.   
14. The gas conservation programs have experienced robust growth in recent years due to the integration of gas measures into existing electric programs.  
15. Multi-year natural gas energy and load savings goals and progress toward those goals are not discussed in the 2011 plan.  
16. The Limited Income Program offers a full range of energy conservation measures to address inefficient lighting, water heating, inefficient heating equipment, refrigeration and insufficient insulation.  

17. HES has become the flagship residential retrofit program serving all existing residential structures, including single‑family and multi‑family homes.  
18. Core Services is the largest component of HES, and offers comprehensive weatherization services.  

19. Continuing in 2011, in addition to HES Core Services, customers will be able to participate in HP‑HES, which enables deeper penetration of energy efficiency retrofits.  
20. HES also offers third party consumer financing for energy improvement projects. 
21. Currently, approximately 136 technicians implement the HES program through 19 vendors.  
22. In 2011, the EDCs and LDCs will continue to seek qualified contractors who can provide comprehensive in-home services at cost-effective rates through an RFP process for HES Core Services.
23. The standard co-pay for HES is currently $75.  
24. In 2010, vendors had the flexibility to reduce the co-payment at their own expense, which led to customer confusion about the program.  
25. Most C&I programs are combined natural gas and electric programs, which seek to provide comprehensive business energy solutions. 
26. In 2010, the quantity and dollar amount of natural gas conservation projects in the first 8 months was approximately 100% higher than the same period in 2008 and 75% higher than the same period in 2009.   

27. The LDCs currently apply a conservative 100% probability factor to C&I customer commitments when forecasting total year end spending against the approved C&I budget for programs.  

28. The SBEA program is primarily an electric-only program and performs few gas installations. 
29. Through the SBEA program, contractors can offer zero percent on-bill financing.  
30. In 2010, financing through the SBEA program has been extremely successful and is recognized as a strong business model by other utilities.
IV. Conclusion and Orders
A. Conclusion

The Department authorizes a total budget of approximately $16.9 million for the LDCs in 2011, representing a more than 45% increase over the approved 2010 budget of $11.5 million.  In 2011, the Low Income Program will be integrated into HES for purposes of marketing the program to customers.  The Department also approves the use of various incentive caps proposed by the LDCs for the C&I programs and directs the LDCs to take other steps as discussed herein to manage their budget more effectively in 2011.  
B. 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. Once finalized, the EDCs and LDCs shall submit to the Department the effective unit rate caps and publish these on their respective websites.  
2. The LDCs shall comply with the directives regarding conservation program evaluations as stated in the Decision in Docket No. 10-10-03, DPUC Review of The Connecticut Energy Efficiency Fund’s Conservation and Load Management Plan for 2011.
3. Effective January 1, 2011, the LDCs shall require a $75 co-payment from all customers participating in HES.  Based on program demand, program administrators may modify the co‑payment intra-year from a minimum of $25 to a maximum of $100.  
4. No later than January 14, 2011, the LDCs shall provide the Department with an updated 10-year forecast summary of energy and peak-day demand and the costs of supply side options it is considering for the next 10 years.
5. No later than March 1, 2011, the LDCs shall provide a forecast of demand, supply options and demand reduction goals as discussed in more detail in Section II.A.3. Program Goals and outlined in Attachment 1 along with a request for a technical meeting to discuss its integrated resource planning strategy for the next annual conservation filing.

6. No later than March 1, 2011, the LDCs shall develop an attic insulation rebates appropriate for inclusion in the 2011 Plan as discussed in Section II.A.2. Home Energy Solutions.   
7. On or before September 1, 2011, and annually thereafter, the LDCs shall submit a proposed annual conservation plan and budget to the Department for review.
8. No later than January 1, 2012, the LDCs shall incorporate gas measures directly through the SBEA program, and begin to offer on-bill financing for qualifying gas measures, beginning in January 2012 as discussed in Section II.B. Commercial and Industrial Programs.
	Table 1: Projected Annual Firm Peak Day Supply Summary by Company (in MMBtu)

	
	YGS
	CNG
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	Table 2: Incremental Capacity Additions Required (Before Effects of Conservation) by Company (in MMBtu)
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	Table 3: Energy/Demand Savings reduction goals (in MMBtu)

	
	YGS
	CNG
	SCG
	Total

	2012/13
	X/X
	          X/X
	          X/X 
	X/X

	2013/14
	X/X
	          X/X
	          X/X 
	X/X

	2014/15
	X/X
	          X/X
	          X/X 
	X/X

	2015/16
	X/X
	          X/X
	          X/X 
	X/X

	2016/17
	X/X
	          X/X
	          X/X 
	X/X

	2017/18
	X/X
	          X/X
	          X/X 
	X/X

	2018/19
	X/X
	          X/X
	          X/X 
	X/X

	2019/20
	X/X
	          X/X
	          X/X 
	X/X

	2020/21
	X/X
	          X/X
	          X/X 
	X/X

	2021/22
	X/X
	          X/X
	          X/X 
	X/X


	Table 4: Incremental Capacity Additions Required (After Effects of Conservation) by Company (in MMBtu)
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	Table 5: Estimated Program Cost to achieve reduction goals set forth in Table 3. 
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This Decision is adopted by the following Commissioners:

	

	

	Amalia Vazquez Bzdyra

	

	

	John W. Betkoski, III 

	

	

	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.
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	January 7, 2011

	
	Kimberley J. Santopietro
	
	Date

	
	Executive Secretary
	
	

	
	Department of Public Utility Control
	
	


K. Porter
� The 2011 base rate amount for CNG and Southern are subject to modification and/or proration based upon the final determination of the Superior Court Appeal of Docket Nos. 08-12-06, Application of Connecticut Natural Gas Corporation for a Rate Increase and 08-12-07, Application of The Southern Connecticut Gas Company for a Rate Increase.





