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DECISION

I.
INTRODUCTION

A. Summary

CL&P and UI request approval for 2007 and 2008 budgets and programs submitted in their Conservation and Load Management Plan, which includes programs approved under Docket 05-0714PH01.  The Department approves, with modifications, 2007 budgets and programs.  The Department will approve some of the alternative funding planned in Scenario 1, but will not approve Scenario 2 at this time.  The Department approves ratepayer recovery of any expenses that may occur due to insufficient resources submitted to the Forward Capacity Market resulting from legislative or regulatory reductions to the Connecticut Energy Efficiency Fund.

B. Current Proceeding

The General Statutes of Connecticut (Conn. Gen. Stat.) § 16‑245m require the establishment of a separate conservation fund and the appointment of the Energy Conservation Management Board (ECMB) to advise and assist the distribution companies to develop a comprehensive plan for the implementation of cost‑effective energy conservation programs and market transformation initiatives.  Conn. Gen. Stat. § 16‑245m was amended by Public Act 05-1, An Act Concerning Energy Independence, to add two representatives selected by the gas companies in this state and one representative of a municipal electric energy cooperative to the ECMB, for a total of 14 members. 

C. Conduct of the Proceeding

Pursuant to a Notice of Hearing dated January 16, 2007, the Department held public hearings on this matter on February 15 and March 6, 2007, in the offices of the Department, Ten Franklin Square, New Britain, Connecticut 06051.

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

II.
department analysis

A.
The Companies’ Proposed Plan and Budget

The Connecticut Light and Power Company (CL&P) and The United Illuminating Company (UI; together, Companies) jointly submitted their Conservation and Load Management (C&LM) Plan and overall budget for 2007 and 2008 in a filing dated October 2, 2006 (Plan) for the implementation of cost-effective energy efficiency programs and market transformation initiatives.

As noted in the October 2, 2006 filing, the proposed Plan would be provided in two phases.  First, as part of the Plan, the Companies included initiatives and associated budgets authorized pursuant to Public Act 05-1, An Act Concerning Energy Independence (EIA).  In Docket No. 05-07-14PH01, DPUC Investigation of Measures to Reduce Federally Mandated Congestion Charges, the Department approved several short-term C&LM and demand response measures to mitigate Federally Mandated Congestion Charges (FMCC).  The Department authorized for CL&P short-term measures totaling $7,940,000. The Department also approved costs of $4,360,000 for UI in 2006.  See Decision dated December 28, 2005, pp. 29 and 36.

Second, the Companies submitted two scenarios as supplements to the initial Plan, describing additional demand resources and initiatives funded with other potential funding sources, such as the Forward Capacity Market (FCM), additional EIA efforts, Class III Renewable Credits, and the Regional Greenhouse Gas Initiative (RGGI).  Scenario 1, submitted as a Supplemental Filing on December 22, 2006, provides budgets and program allocations for 2007 and is based on full Connecticut Energy Efficiency Fund (CEEF) funding that would be available if the State assumes the repayment of the bonds currently being repaid through diversions of CEEF funding, plus additional FCM Transition Period payments in 2007.  Scenario 2, submitted as a Supplemental Filing on January 24, 2007, covers the years 2007-2010 and provides a high level multi-year plan for achieving zero peak load growth in Connecticut by 2010.


The Companies and the ECMB propose that the Department review in a single proceeding C&LM programs funded under the CEEF, EIA initiatives and any other funding sources, such as additional CEEF funding, as well as proceeds from the FCM market, Class III Renewable Energy Credits and RGGI.  The Department concurs that this Decision, a single combined review of programs funded under CEEF and EIA, is appropriate.  As other sources of funding are received by program administrators, they will be added as line items to the CEEF budget.  In future decisions, it is the Department’s intent to review C&LM programs together with EIA initiatives, and to evaluate C&LM programs funded from all sources, in a single proceeding.  

The budget year 2007 represents the third year of reduced budgets due to the General Assembly’s 2003 decision to divert funds from the C&LM fund to the state’s General Fund and subsequent decision to allow the Department to authorize bonding for the purposes to allow continued, though reduced, funding of C&LM programs.  State legislation has also diverted $1 million a month from the C&LM budget to the State of Connecticut’s General Fund through July 1, 2005.  As of that date, no funds have been diverted to the General Fund; however, UI noted that none of the diverted funds prior to July 1, 2005 have been returned to the CEEF.  Tr. 2/15/07, pp. 169‑170.  The ECMB has endorsed the Companies’ proposed programs and budget allocations in the Plan as well as Scenario Analyses 1 and 2.  Late Filed Exhibit No. 11.

The 2007 and 2008 budgets, together with the short-term measures for these years, are summarized below:


2007
2008
2007
2008


CL&P 
CL&P 
UI
UI


Proposed
Proposed
Proposed
Proposed


Budget 
Budget 
Budget 
Budget 







C&LM Programs
 56,640,555 
 57,267,880 
 13,516,360 
13,668,530







05-0714PH01

EIA Programs
20,470,968 
 25,228,986 
   4,758,018 
   4,758,018 

Total 
77,111,523
 82,496,866
 18,274,378
 18,426,548

Plan, Table A1

1.
Carryover Funds and Interest Payments


CL&P indicated that its 2006 budget has been fully spent, and that no carryover funds are available for Plan Year 2007.  However, the CEEF has $22.5 million of committed funds, the cash for which remains in the CEEF until physically disbursed to the projects.  Response to Interrogatory EL-17.  UI’s accounting indicates a negative fund balance of $826,000 as of December 31, 2006 and that no carryover funds are available for the 2007 budget.  However, UI indicates that $4.8 million in the 2006 accounting are funds that are contractually committed but not yet disbursed from the CEEF.  Response to Interrogatory EL‑17; Tr. 2/15/07, p. 83.


The Companies included in their annual filing the monthly actual and year-end estimated calculation of interest payments on the balance of the unspent C&LM funds.  Exhibit 3, Attachments 1 and 2.  The Department approves the interest rate calculations as submitted.  In the 2007-2008 C&LM Plan, the Companies filed their interest rate calculations as a compliance filing to Order No. 2 in the Decision dated June 7, 2006, in Docket No. 05‑10‑02.


In the next filing, the Department directs the Companies to file for the 12 months preceding the annual filing, the actual average monthly balance of unspent C&LM funds, actual monthly interest rates incurred and actual interest payments on the balance of the unspent C&LM funds, calculated at each Company’s respective average rate of return, thereby replacing Order No. 2 in Docket No. 05-10-02.  In similar fashion to Compliance Order No. 2, Exhibit 3 in the Plan, the Companies shall also provide these data for the preceding three years and provide monthly estimates until year‑end of the unspent funds, interest rates and interest payments calculated at the Companies’ respective annual rate of return.

The Department approves the Companies’ proposed C&LM budgets and programs for 2007 as represented in Plan, Table A1, with the modifications and adjustments made in this Decision as discussed below.  

2.
Companies’ Request for Two Year Approval


The Companies have submitted two years of budgets and have proposed a two year program and budget approval process for 2007 and 2008.  The Department notes that since 2000, the C&LM programs have been transformed from Company-specific delivery into statewide programs; they have been vetted through a comprehensive annual programmatic review process and are now reaching a mature stage.  A two year review process would save administrative efforts for the Companies, the Department, and other participants.  However, it is also the case that significantly more funds may become available, and it is the responsibility of the Department to oversee major program and budget augmentations.  Given these budget uncertainties, the Department will continue to require an annual proceeding and approval process.  However, the Department will approve for 2008 the continued funding of the C&LM programs and Scenario 1 additions as approved herein for 2007.  Any major C&LM program modifications, additions or budget reallocations and all EIA funding for 2008 must be approved by the Department.  Therefore, the Department will require the Companies to submit a filing in October 2007 for approval.  

3.
EIA Near-term Measures

a.
Program Overview 


Public Act 05-1 (Energy Independence Act, EIA or Act) mandated that the Department conduct a docket in a contested case proceeding to direct the Companies to initiate measures that will be implemented in the near-term to reduce FMCCs.  P.A. 05‑1, Section 12.  The goal of the Act is to provide Connecticut with additional means of addressing rising electric prices faced by the state’s citizens and businesses.  The Act recognizes that the region’s competitive generation market, which is administered by the Independent System Operator of New England (ISO-NE), has experienced and will continue to experience cost pressures that ultimately are passed on to Connecticut electric consumers as FMCCs. The Act authorized the Department to implement various incentives to encourage new resources and programs that create customer savings.  Id.

Section 12(a) of P.A. 05-1 directs the Department to pursue development of near‑term measures that reduce FMCCs and to implement such measures as soon as possible.  Such measures may include, but are not limited to, demand response programs, other distributed resources, and contracts between an electric distribution company and an owner of generation resources.  Pursuant to this section, the Department initiated Docket No. 05‑07‑14PH01, DPUC Investigation of Measures to Reduce Federally Mandated Congestion Charges.  On September 2, 2005, the Companies each filed with the Department implementation plans describing the manner in which various near-term measures could be deployed.  The Department subsequently approved the deployment of the near-term measures for 2006.  In that docket, the Department authorized $12.3 million to be spent in 2006 for C&LM programs to reduce FMCCs.  Docket No. 05-07-14PH01, Decision, pp. 29, 36.  The Department approved $1.4 million for a residential air conditioning (A/C) tune-up program and a total of $6.3 million for ISO-NE demand response incentives, emergency generator program, and installation of efficient gas alternative technologies.  Id., p. 29.  The approved measures for UI resulted in an additional $2 million for the Energy Opportunities program; $1.4 million for residential A/C tune-ups, ductwork and rebates; and $900,000 in ISO-NE demand response incentives.  Id., p. 36.  The combined goal was a 43.5 MW reduction in peak demand.  

The initiatives funded under the EIA were very successful for 2006.  A total of 225.8 MW was actually achieved.  This, however, came at a significantly higher expenditure.  The total expenditures for 2006 were $22.8 million plus $5.7 million in potential incentive payments to the distribution companies.


The greatest increase in expenditures came from CL&P.  The Company signed several contracts with third party contractors to provide load response.  This was approved but no budget or MW goal was included in the 2006 decision.  CL&P payments to third party vendors increased expenditures by $9.6 million in 2006 providing 119 MW of addition peak reductions.  UI’s actual expenditures and MW goals were close to their program proposals.  Response to Interrogatory EL-36.  

The Emergency Generation Program was also very successful for CL&P.  The program achieved 74.1 MW compared to its goal of 10 MW at an added cost of approximately $5 million.  CL&P and UI responses to EL-36. 


The Companies and the ECMB propose continuing the 2006 near-term measures for 2007, with some modifications.  As proposed for 2007, the Companies’ near-term programs will provide 249.52 MW of peak demand load reductions at a cost of $20.6 million with an average cost of $82.56/kW-yr.  In 2007, CL&P’s near-term programs anticipate providing 234.52 MW of peak demand load response at a cost of $19.4 million (average cost of $82.72/kW-yr) and UI’s near-term programs expect to provide 15 MW of peak demand load response at a cost of $1.2 million (average cost of $80/kW-yr). Plan, Appendix A, p. 1.


For 2006, the Companies’ near term program costs were paid for by a combination of available funds from the CEEF ($9.2 million) and FMCCs.  For 2007 and 2008, the Companies propose that near-term program costs be included in FMCCs.  The FMCC costs will be net of any Installed Capacity (ICAP) payments received for assets enrolled in ISO-NE load response programs by the Companies and third party providers.  Plan, Appendix A, pp. 1- 2.


The EIA also established incentives to promote the development of customer side distributed resources.  See P.A. 05-1, Section 14.  This program has exceeded expectations.  At that time, it was estimated that perhaps 100 MW of distributed generation (DG) would be added over the next few years.  As of April 1, 2007, the Department has already had 101 applications for DG capital grants.  The Department has approved projects totaling 145 MW at a cost of $65 million.  Another 110 MW are currently before the Department for approval.  


Given the response to the EIA short term measures and DG programs, it is appropriate to reassess the need for additional capacity.  No analysis has been supplied to justify the additional EIA expenditures proposed in this filing.  However, these proposals are very cost-effective.  Therefore the Department will approve the programs and budget as proposed for 2007, except for some minor modifications noted below.


The Department will ensure that the funding is provided in future years to meet all commitments approved in 2006 and 2007.  However, there is no guarantee that any new EIA funding will be approved for new projects in the future.  The Department will require that a needs assessment be included if the Companies propose additional funding beyond that provided by the C&LM charge in 2008.  In the future, the Department will consider all of the C&LM Programs and EIA short-term measures together when determining the budget.  The Department will not simply eliminate the EIA programs in 2008 if no additional funding is approved.  The Department has made it clear in the past that demand response should be included in the C&LM budget because these programs are among the most cost effective in reducing peak demands.  If EIA funding is reduced or eliminated in the future the Department may shift demand response programs into the C&LM program and reduce funding for less cost effective conservation programs. 


The Department is very concerned with the potential rate increases that customers will face in the next few years to pay for the EIA near-term measures and DG incentive programs.  For that reason, the Department will direct the Companies to use some of the funds that may become available if full C&LM funding is restored to pay for the EIA short-term measures.  This is discussed more fully below.  The remaining amounts will be recovered through the non-bypassable FMCCs.

b.
Gas Efficiency Program


The Gas Energy Efficiency Program is a pilot program to reduce FMCC charges by providing reductions in electrical consumption and peak load through the use of efficient gas cooling technologies, instead of electrical cooling equipment.  The primary technology used is natural gas engine-driven chillers.  The pilot program is being implemented through CL&P’s existing Energy Opportunities and Energy Conscious Blueprint programs.  UI is not offering this program.  Customers installing qualified natural gas engine driven chiller equipment receive incentives of up to $750 per kW saved if the equipment is installed in their facilities by April 2007.  

This program received little customer participation in 2006.  CL&P only spent $121,000 of its $2.25 million budget and achieved peak savings of 0.11 MW compared to its goal of 3 MW.  In a letter dated January 3, 2007, CL&P requested that the program be extended and the incentives be increased to the lesser of $1500/kW or the incremental cost between the baseline electric chiller and the high efficiency gas engine-driven chiller or 75% of measure value.  


The Department will allow this program to continue in 2007 provided that only gas equipment that is more efficient than the baseline electric equipment on a source BTU basis is eligible for incentives.  The Department will allow CL&P to increase the maximum incentives to $900/kW.  The Company testified that this is equivalent to the incentives it offers in its other C&LM programs for high efficiency electric equipment.


The Department will review this program at the time of the next C&LM filing.  If this program is not successful at attracting participants at the new incentive levels this program will not continue in 2008.

c.
Direct Load Control Program


Pursuant to the Decision dated December 28, 2005, in Docket No. 05‑07‑14PH01, the Department directed the Companies to pursue development of a plan to offer a direct load control (DLC) program to residential and small C&I customers.  On March 7, 2006, the Companies submitted their plan, which was granted protected status.  In a letter dated May 18, 2006, the Department acknowledged receipt of the March 7th filing and required the Companies to submit a redacted version of the plan to allow other participants to comment on it.  The Companies submitted a redacted version of the plan on May 23, 2006.


The plan contemplated the use of remote control switching technology to control primarily customer owned central A/C equipment and to provide real time dispatch of load curtailment.  Pursuant to a Notice of Technical Meeting dated June 1, 2006, and Revised Notice of Technical Meeting dated June 15, 2006, issued in Docket No. 05‑07‑14PH01, the Department conducted a Technical Meeting on June 26, 2006, to discuss the redacted version of the DLC Program.


As a result of the Technical Meeting, in a letter dated August 28, 2006, the Department stated that due to the success of other reliability‑based demand response initiatives an additional reliability‑based direct load control program was not necessary.  Instead, the Department requested that the Companies establish a direct load control program designed as a means of controlling capacity costs associated with Connecticut’s system peak using a long‑term, ‘tariff‑based’ approach.

In a filing dated September 20, 2006, the Companies submitted a modified DLC Program.  The revised plan contemplates the Companies initiating load curtailment of customer‑owned equipment during ISO‑New England Critical Peak periods.  Per the revised plan, participating customers would receive an enrollment incentive and a reduced distribution rate per kWh.  In response to the September 20th filing, pursuant to a letter dated October 12, 2006, the Department expressed concern that prolonged periods of non‑interruption could result in customers forgetting about their commitment to this program and becoming dissatisfied when interruptions are called.  Therefore, the Department directed the Companies to consider alternative incentive mechanisms in lieu the proposal to offer a reduced distribution rate.  In addition, the Department stated that it was appropriate to fund the program through FMCC charges, but that it would revisit this issue as experience is gained with the program.  Finally, the Department stated that like similar EIA initiatives, this program qualifies for a utility incentive of $25/kW.


Pursuant to a filing dated December 8, 2006, the Companies stated that they issued a joint RFP for this initiative and based on the bids they received the Companies intend to offer contracts to two vendors for five years, resulting in an aggregate load reduction of 64 MW statewide, when fully deployed.  The proposal would allow customers the option of choosing among two load control technologies described in the March 7, 2006 plan.
  The Companies note that this program would deliver load reduction for approximately $90/kW‑yr. over a five‑year deployment and for $70/kW‑yr. over a ten‑year program life.


Pursuant to filings dated December 12, 2006, the Companies each submitted proposed tariff riders for this initiative.  The proposed riders would apply a monthly credit of $5.18 per residential device and $7.34 per commercial/industrial device in the summer months of June through September for each load control device enrolled in the program.  The DLC Riders did not address customer enrollment incentives.  The Companies state that monthly credit amounts are based on preliminary estimates of expected transition period ISO‑NE generation capacity credits and the average expected loads controlled by each device.
  In addition, the tariffs limit participation based on monthly maximum customer demand of 200 kW for CL&P and 150 kW for UI.  The Companies also note that upon approval to move forward, final DLC Program Terms and Conditions, including customer enrollment incentive amounts will be submitted for Department approval.


The Department has reviewed the proposal and finds it to be reasonable for purposes of implementing the program.  However, the Department is concerned that robust enrollment incentives combined with relatively low participation payments, could induce customers to sign up for the program only to withdraw without providing the intended long‑term benefits.
   While the Department prefers a monthly credit (or the aggregate payment of monthly credits), we are concerned that the value of these credits may not be large enough to retain participation in the program, especially if the Companies interrupt customers frequently.  As an alternative, the Companies should consider increasing the participation payment by reducing or eliminating the enrollment incentive.  In addition, to assure that customers participate throughout a full summer season, the Companies should consider the payment methodology as proposed in the March filing; that is, a lump sum payment (the aggregate of monthly payments) applied to customer bills in September or October.  See Protected March 7, 2006 filing, pp. 6 and 7.  Finally, the Companies must monitor the program to determine whether additional incentives are needed to address frequent interruptions.


This is a joint undertaking and as such the tariffs and Terms and Conditions should be identical.  Therefore, the Department will require the Companies to develop identical tariffs and Terms and Conditions and must allow customers with demands of 200 kW to participate in both service territories.


The Department also finds that it is reasonable for the Companies to bid this capacity into the FCM and to allocate FCM revenues resulting from this effort to reduce future program costs.  The Department will grant the same cost recovery for DLC FCM costs as provided for energy efficiency as discussed in Section II.A.5, herein.


Based on the foregoing, the Department will require the Companies to submit the final vendor contracts and final DLC Terms and Conditions and tariffs for Department approval.

4.
Scenario Analysis


Conn. Gen. Stat. § 16‑245m directed the Department to assess a 3 mill/kWh charge on customer electric bills, the proceeds of which were to be used for energy efficiency efforts.  Historically, the amount available for programs was approximately $89 million annually.  In 2003, the Connecticut Generally Assembly passed legislation that resulted in the reduction in funding to approximately 2 mills/kWh, or approximately $60 million annually available to fund C&LM programs.  To address these future funding possibilities, the Companies submitted, with consultation and approval by the ECMB, two supplemental filings, Scenario 1 and Scenario 2.

a.
Scenario 1:  State Assumes Payment of Rate Reduction Bond


Scenario 1 for 2007 is based on full CEEF funding that would be available if the State assumes the repayment of the bonds currently being repaid through diversions of CEEF funding, plus additional FCM Transition Period payments in 2007.  The Scenario 1 funding priorities included in the supplemental filing are largely “enhancements” to the currently proposed 2007 programs that could be easily and quickly implemented in the event additional funds become available.  Under Scenario 1, the total estimated additional CEEF funding for 2007 is $21.3 million, or about a 30% increase to the program funding identified in the 2007 C&LM Plan filed on October 2, 2006.  The Companies and ECMB estimate that the $21.3 million of additional 2007 funding for CEEF energy efficiency programs could result in 11 MW of additional summer peak demand reduction and 156 MW-years over the life of the measures, and would provide over $74 million in additional economic benefits as well as associated environmental impact benefits.  If the State does not assume repayment of the bonds until later in 2007, or if there are other reductions in the estimated additional funding, then the corresponding MW savings and economic benefits would also be lower.  Plan, p. 2.

The Department is less than satisfied with the Scenario 1 plan to allocate additional funding because the overall cost is $1936/kW.  Scenario 1 would increase funding significantly for some of the least cost-effective programs, including the Residential New Construction Program, Home Energy Solutions and the Low Income Program.  (see C&LM Plan, Table B for electric system benefit/cost ratios)  In addition, considerable increases are proposed for administrative areas such as planning and evaluation and the ECMB.  These do not appear to be necessary given that no new programs are proposed.

The Department is concerned with the overall level of spending on conservation, short-term EIA measures and DG grants.  The Department is not satisfied with an approach that simply allocates additional funding evenly to each customer group, particularly when many of the residential programs are much less cost-effective than other programs.  The Department will approve the C&I programs as proposed and will allow an increase to the Low Income Program of $1 million.  The Department will not approve any increase to the Residential New Construction Program or the Home Energy Solutions Programs.  Also, no additions to planning, the ECMB or program evaluation funding will be approved.  The Department therefore will approve additional funds totaling $13,348,690 of the Scenario 1 proposal.  


As discussed above, the Department is concerned that the cost of the short-term EIA initiatives will increase rates. To mitigate these impacts the Department will allocate the remaining $8 million to pay for short-term EIA programs approved for 2007.  The amount of funding approved for Scenario 1 C&LM programs and the allocation to EIA programs will be prorated based on the timing of the return to full funding.  Any additional funds beyond this amount resulting from payment of the rate reduction bonds or from other funding sources such as FCM, Renewable Credits, RGGI or other funding sources should be used to pay for EIA initiatives approved in this decision for 2007.  


In its written exceptions, CL&P states that “it is inappropriate to siphon away CEEF funding for EIA programs.”  CL&P also claims that the draft decision is doing exactly what the legislature did several years ago, i.e., reducing conservation funding.  CL&P and the ECMB believe that EIA programs should not be funded through a reallocation of potential increased 2007 CEEF funding.  CL&P Written Exceptions, p. 2; ECMB Written Comments, p. 2.

The Department is not siphoning away C&LM funding or in any way reducing C&LM funding.  EIA programs are conservation and demand response programs.  These programs or similar ones have been funded through the C&LM program in the past or are also being funded through the C&LM program in 2007.  This is not similar to legislative action that took C&LM funds and used them for other purposes.  Although the Department has not approved all the Companies’ proposals, overall conservation has increased in that the total funding for EIA and the C&LM program is greater than the funding provided from the C&LM charge alone. 

In its written exceptions, Environment Northeast (ENE) states that the primary basis for the reallocation of $8 million of CL&M funds to EIA appears to be the estimate of the cost of $1936/kW for the expanded C&LM programs.  ENE urges the Department to continue to rely on analysis which considers both costs and benefits of making funding determinations.  

The Department believes that the cost basis of programs in $/kW and $/kWh, in addition to the electric system benefit/cost ratios, are legitimate measures to compare and evaluate programs.  Each of these measures has been included in the C&LM filing for years.  In this case, the Department has considered each of these measures in its decision, to the extent possible.  As mentioned above, additional C&LM funding for certain programs was not approved due to poor electric system benefit/cost ratios.  These programs have been replaced with demand response and C&LM programs.  Although the electric system benefit/cost ratios were not provided in this proceeding for the EIA demand response proposals, the Department notes that this information was provided for similar programs in the 2006 Plan.  At that time, the demand response programs were very favorable compared to the C&LM programs that were rejected.  The Department agrees that costs and benefits are important and therefore will require that the Companies provide the electric system benefit/cost ratios for all C&LM and EIA programs in future filings.

b.
Scenario 2:  Zero Peak Demand Growth


Scenario 2, covering the 2007-2010 timeframe, provides a high-level plan that achieves near-term zero peak demand growth by 2010.  Scenario 2 combines the CEEF, EIA demand resource initiatives and other funding sources to support the goal of zero peak demand growth, or a reduction of 140 MW in peak demand in Connecticut by 2010.  These other funding sources include additional CEEF funding from the state, proceeds from the FCM, additional EIA efforts, and proceeds from Class III Renewable Energy Credits and RGGI.


Scenario 2 assumes that CEEF funding totaling $75-95 million is added to the State assumption of the revenue bond repayment, for a total of $167-187 million to fund C&LM programs.


Budget

(Proposed or Estimated)
Projected Peak Demand Savings
Projected 

Energy Savings



2007 C&LM Plan (base)
$70 million
37 MW
227,400 MWh

State Assumption of RRB Repayment  (increment)1
$21 million
11 MW
70,150 MWh

Scenario 1 Subtotal
$92 million
48 MW
297,550 MWh

Scenario 2 Increment for Energy Efficiency Programs
$75-95 million
Objective = 52 MW
~270,000 MWh

Subtotal (annualized by 2010)
$167-187 million
Objective = 100 MW
~567,550 MWh


Source:  Scenario 2, p. 6.  


The incremental peak demand savings of 52 MW assumes a ramp-up to 40 MW in non-reliability based load control, which would respond to ISO-NE’s critical peak periods rather than just during ISO-NE’s reliability events.  This initiative would target packaged HVAC and other unitary loads, and C&I equipment and systems that can provide load curtailment.  Id., p. 7.


Scenario 2 essentially provides funding that would enable the Companies to activate virtually all achievable cost-effective energy efficiency opportunities.  Among the key program priorities are:

Residential customers -- (1) Home Energy Solutions – targeting electric heat customers; promotion of next-generation water heaters, heat pumps, early retirement of Central A/C units; (2) Residential Products – retail lighting promotions, early retirement of appliances, and (3) Low Income – emphasis on fuel neutral and next-generation residential technology.

C&I customers -- Build on existing statewide programs – Energy Conscious Blueprint (ECB), Energy Opportunities (EO), Operations and Maintenance (O&M) Services and Small Business Energy Advantage (SBEA) -- emphasizing fuel-blind services, aggressive outreach and solicitation of corporate commitments for zero peak growth, aggressive training of best practices for the building, design and O&M professionals, “stretch” incentives for installation of highest performing equipment, and significant increase in staffing and delivery vendors.  Among other C&I initiatives, Scenario 2 envisions the creation of a Business Energy Solutions program, a “one stop” source for acquiring business energy management tools.

Load Management – non-reliability peak-shifting and peak-reducing load control for residential and C&I customers that can be coordinated with time-of-use rates.


The Department supports the Companies and ECMB in this planning exercise and believes it is a prudent exercise to evaluate “stretch” scenarios in light of the possibility that significant additions to funding may be on the horizon.  If CEEF received substantial funding increases, the Department would support cost-effective zero peak demand growth as a means of stabilizing transmission and distribution infrastructure requirements, holding down FMCCs and achieving environmental goals.  


Unlike Scenario 1, Scenario 2 offers no budget specifics for allocation among customer classes and programs to attain zero percent load growth.  The Companies acknowledged that if Scenario 2 were implemented, average program costs are expected to rise from current $1883/kW to an average cost of $2000/kW. Tr. pp. 270-271.


The Department expresses the same concerns with Scenario 2 that it has with Scenario 1.  Because there are significant differences in cost-effectiveness among programs, particularly residential versus C&I programs (at least at current levels of funding), the ECMB must evaluate the relative cost-effectiveness – and rise in cost in implementing all programs -- and strive to maximize the cost-effectiveness of programs when allocating additional resources.  Key questions are:  (1) whether the increase in program delivery costs rises evenly among programs, and (2) whether the disparity in cost-effectiveness narrows when considering peak reducing versus kWh saving programs.  The Department recognizes Scenario 2 as a worthwhile planning effort but cannot endorse its priorities for residential, C&I and load management programs at this time.  Therefore, the Department will not approve Scenario 2 at this time.  In the event of significant revenue windfalls for CEEF, the adoption of new programs and initiatives will involve an iterative planning and approval process in conjunction with the Department.

5.
Forward Capacity Market


ISO-NE is implementing a FCM, which selects capacity bids three years in advance, as a means to procure sufficient resources to ensure system reliability in the future.  Currently, the Companies are in the process of meeting milestones for bidding for the “transition period” which provides payments for demand resource capacity delivered between December 1, 2006 and May 31, 2010 from CEEF-funded programs.  The Companies forecast that 120 MW will be delivered from CEEF-funded energy efficiency and demand response programs into the FCM for 2010.  As part of the qualification package, the Companies must provide financial assurance to ISO-NE of $22.50/kW, in the form of cash, letter of credit or corporate guarantee, in the event that the Companies would not fulfill all of their commitment to deliver 120 MW of capacity in 2010.  For 120 MW, the ISO-NE requirement would require a total cash commitment from CL&P and UI of $2,700,000 ($22.50/kW x 1000kW x 120MW).  CL&P estimates that the annual cost to cover its portion (100 MW) of this capacity would be $11,500.  UI did not provide an annual estimate.  Late File Exhibit No. 5; Tr. pp. 298-315.  


The Companies are requesting from the Department an assurance that if the CEEF is reduced from current funding levels, resulting in less than 120 MW delivered into the FCM in 2010, the Companies would held harmless for these dollars.  CL&P Brief, pp. 4-5; UI Brief, pp. 3-5.


Pursuant to Conn. Gen. Stat. § 16-43(b), the Department hereby approves appropriate and reasonable costs undertaken by the Companies to provide financial assurance to cover the FCM obligations as recoverable from ratepayers.  The Department will require the Companies to submit an itemization of all costs associated with providing financial assurances under the FCM requirements.  The Companies shall provide documentation that the financial instrument chosen was the result of a competitive process and that the least cost option was chosen.


In addition to approving reasonable costs undertaken by the Companies to provide financial assurance to cover the FCM obligations, The Department approves the recovery of the dollar amount represented by any funds forfeited to ISO-NE if legislative or regulatory action causes the Companies to default in delivering the committed capacity to ISO-NE in the FCM.  In the case of CL&P, this amount could be up to approximately $4.5 million (100MW x $4.50/kW-month x 12 months) annually.  CL&P Written Exceptions, p. 4.  For UI this figure could be as high as $1.08 million annually.  UI Written Exceptions, pp. 3-5.


To the extent that participation in the Forward Capacity Market creates greater expenses in measurement and verification (M&V) evaluation studies, the Companies are directed to deposit a portion of the proceeds from the Forward Capacity Market toward funding up to $300,000 in evaluation costs for 2007.  ECMB Comments, p. 4.  The Companies shall include in the next filing a rationale for any additional evaluation studies funded above the 2007 budgeted amount.  




B.
Residential Programs

1.
Energy Fairs - Fundraising


Order No. 4 in the Decision dated June 7, 2006, in Docket No. 05‑10‑02, DPUC Review of The Connecticut Light and Power Company and The United Illuminating Company’s Conservation and Load Management Program for 2006, required CL&P to submit a plan to expand the number of Energy Expos that CL&P will conduct as well as to expand the scope of these events as discussed in the Decision.  Decision, p. 3.


In a filing dated June 28, 2006, CL&P submitted compliance with Order No. 4, stating that the purpose of the Expos is to increase energy awareness among Connecticut residents through informational and educational displays, energy efficient lighting product sales and conservation materials.  These events are coordinated through CL&P and Yankee Gas Community Relations, Economic Development, C&LM, Public Affairs and Customer Service staff.  In compliance with Order No. 4, CL&P states that it conducted additional events in 2006.  Filing, p. 1.


CL&P notes that in addition to the Energy Expos, one of its lighting vendors conducts stand alone Lighting Fairs wherein a variety of lighting products are offered for retail sale at a reduced price at specific business customer locations.  To capitalize on prior successes, previous participants are being contacted to conduct additional events.  As a result of its efforts, CL&P estimates that over 50 Lighting Fairs were conducted in 2006.  To increase the number of these events, CL&P’s Account Executives (AE) have been tasked with specific goals, i.e., number of lighting events, for 2007.  Tr. 2/15/07, pp. 46‑48.


Energy Expos and Fairs are events at which a vendor offers direct sales of energy efficient products to consumers at a reduced price.  The sales staff interacts directly with consumers, answering questions and providing information in a one‑on‑one setting, increasing consumer awareness of the benefits of conservation and efficient lighting products.  As discussed in the Decision in Docket No. 05‑10‑02, the Department believes that this one‑to‑one contact is the best way to increase consumer awareness about energy efficiency, thereby furthering the goals of the C&LM Fund.  Therefore, the Department believes that Energy Fairs and Expos should continue.  Further, based on its review of CL&P’s June 28, 2006, filing, the Department finds that CL&P has complied with the directives contained in Order No. 4.


CL&P indicates that it received a proposal from one of its vendors to sell efficient light bulbs as a fundraising activity for non-profit groups.  CL&P goes on to state that it is reviewing the proposal and would submit a plan to the Department for approval prior to moving ahead with this concept.  Tr. 2/15/07, p. 47.


The high cost of energy has increased customer awareness about the need to conserve, use energy more efficiently and to find alternatives to traditional energy sources.  These prices are also driving a demand for information about the strategies that customers can employ to control their energy costs, providing an opportunity for the Companies to further increase awareness about energy efficiency.  Fundraising events featuring energy efficient products have the potential to seize this opportunity.  Therefore, the Department will authorize CL&P and UI to conduct these events in their respective service territories.


Selling energy efficient products as a fundraiser is a new endeavor.  As such, the Department believes the Companies should be permitted flexibility to explore many options to determine which sales strategy is best.  For example, similar to some school fundraising activities, the Companies may want to consider having students take orders for these products through a door‑to‑door sales campaign.


Based on the foregoing, the Department will allow the Companies to conduct Energy Fairs for non‑profit organizations at which products can include a mark‑up to reflect the ‘profit’ that will forwarded to the sponsoring group.  In addition, the Companies may explore alternative fundraising strategies.  The Department encourages the Companies to include school‑related venues (e.g., parent/teacher meetings, science fairs, etc.) among the venues that are selected to maximize the educational value from this endeavor.  The Companies should investigate whether to offer additional incentives for events that are held at schools that actively participate in the eeSmarts program.

2.
On‑Bill Financing


Order No. 6 in the Decision dated June 7, 2006, in Docket No. 05‑10‑02, required the Companies to submit information regarding the potential to implement on‑bill financing for ‘large ticket’
 items for the residential class.  The Companies included their response to Order No. 6 in the 2007‑2008 Plan.  In summary, the Companies have identified a number of state and federal banking laws and/or regulations that would make it difficult for them to offer such a program.  Based on their initial review, the Companies recommend that a working group be formed to further review and evaluate the legal and regulatory issues so that this matter can be advanced.  See Plan, Compliance Orders, pp. 2‑5.  


During the hearings, the Companies suggested that instead of creating a new financing program that it may be more cost effective to utilize the existing loan programs that are available through the Connecticut Housing Investment Fund (CHIF).  Therefore, the Companies would encourage the Department to explore this option.  Tr. 2/15/07, p. 52.


CHIF is a private, nonprofit organization established to finance affordable housing and neighborhood revitalization projects throughout Connecticut and provides financing to assist individuals and organizations in the purchase, rehabilitation, and construction of homes for low and moderate income families.  In addition to lending programs designed to meet the affordable housing needs of low and moderate income individuals, CHIF also offers an Energy Conservation Loan Program (ECL) and a Multifamily Energy Conservation Loan Program (MEL) which provides financing at below market rates to single family and multi‑family residential property owners for the purchase and installation of cost-saving energy conservation improvements.  The program is administered by the Connecticut Housing Investment Fund, Inc. with funding from the Connecticut Department of Economic and Community Development.


Under these programs, single family (1-4 units) homeowners may borrow up to $15,000 and multi-family property owners may borrow up to $2,000 per unit (a maximum of $60,000 per building) for a period of 10 years for eligible improvements.  Interest rates of 1%, 3% and 6% are available and qualification for a specific rate is based on percentage of median household income.  Some of the energy‑related items that are eligible under the ECL/MEL include automatic set‑back thermostats, siding, caulking and weather stripping, insulation, heat pumps, replacement heating systems, replacement roofs and windows, solar systems and passive solar additions.  Id.


Based on the information provided by the Companies it appears that it would be difficult to establish an on‑bill financing program for large ticket items for the residential class.  However, CHIF has lending programs in place for energy‑related projects and is therefore well positioned to provide financing for these purchases.  Therefore, instead of creating an on‑bill financing program for large ticket residential purchases, at this time it would be cost effective to use CHIF for these types of loans.  Based on the foregoing, the Department finds that Companies have complied with the directives contained in Order No. 6.


The first cost of many energy efficient projects creates a barrier for participation, particularly among low and middle income consumers.  For example, under HES, the Companies are promoting a ductless heat pump as an alternative to electric resistance heating.  Despite the potential significant energy savings that this technology offers, the cost of these units (approximately $3,500 to $4,000 each) makes it difficult for many customers to pursue this energy saving strategy.  However, a no interest or low interest financing program could serve to catapult interest in, and the total energy savings achieved from, these units.  The same assumption (i.e., offering attractive financing) can be applied to other energy efficient equipment, such as solar thermal systems and high efficiency central air conditioning systems.


The Department believes that it is appropriate to examine the creation of a financing program whereby, similar to the loan program offered through the Small Business Energy Advantage Program, the energy savings can provide all or a portion of the repayment stream of loans for specific energy efficient equipment.  In addition, to achieve greater energy savings in Connecticut, the Department also believes it is appropriate to expand the availability of attractive financing options to a greater percentage of Connecticut’s population by modifying the current CHIF ECL/MEL income guidelines.  


Based on the foregoing, the Department will direct the Companies to meet with CHIF to discuss the potential to fund this type of program through the C&LM Fund.  The Companies must report their findings to the Department.

3.
Low Income Energy Efficiency ‘Lab’


As part of the C&LM Planning Process, the ECMB conducts an annual Public Input Session to solicit ideas from the general public on ways the C&LM programs can be improved.  In a letter submitted in this proceeding dated January 5, 2007, the ECMB states that at the July 2006 Public Input Session a group from New Haven called Neighborhood Housing Services (NHS) presented a request to the ECMB for $200,000 of C&LM funding to be spread over a three‑year period.  NHS intends to use these funds to open a home repair ‘laboratory’ in New Haven to assist lower income homeowners in learning about basic energy efficiency and basic maintenance.  NHS indicated that this funding would allow it to seek other grants toward their goal of $1.6 million.  Letter dated February 5, 2007; Tr. 2/15/07, pp. 43‑47.


NHS states that it will retrofit an existing structure in New Haven, creating a state‑of‑the‑art home improvement laboratory.  This structure will pursue Leadership in Energy and Environmental Design (LEED) certification and will be built as a model for demonstrating energy efficiency.  NHS would conduct classes and other hands‑on teaching methods.  Although energy efficiency will be taught, the project will include basic home repairs (e.g., changing a light switch or basic carpentry or plumbing) to help these residents avoid the cost of hiring professional help for relatively simple work.  This in turn will make home ownership more available/affordable to more people.  NHS will market the program to New Haven’s inner city neighborhoods and low‑income home buyers.  However, the program will not be limited to New Haven residents, allowing anyone living in Connecticut to participate.  Id. 


UI states that the ECMB has endorsed this proposal and will fund it by reallocating dollars from the current low income budget over the next three years.  In addition, the ECMB would establish a series of milestones for NHS, the first being that other funding is secured, to assure that the project will move forward.  Id.


The Department believes that this project is well suited to offer valuable services directly to lower income customers and will not add cost to the overall C&LM budget.  Based on the foregoing, the Department approves the reallocation of $200,000 from UI’s Home Energy Solutions Program budget for this project.  As discussed below, the Companies have implemented a new program, Home Energy Solutions (HES).  The Department believes that where appropriate, aspects of HES should be incorporated into the instruction that will be offered by NHS.

4.
Energy Information Hotline – 1‑877‑WISE USE


Nationwide, energy costs have risen dramatically during the past few years, fueling an increased interest in the strategies available to control energy consumption and cost.  In turn, the Department has witnessed growth in the amount of information that is available about energy‑related issues.  As a result, a myriad number of resources on this subject are now available to the general public.  However, while there is an abundance of information, the Department has observed that the general public may not be aware of these resources, how to access them or how to use the information once it is obtained.  To facilitate access to some of this information the Department has established a portal web site www.ctenergyinfo.com, to assist consumers in locating information about energy‑related matters and to identify the strategies that can be employed to lower energy consumption and cost.  The web site, www.ctenergyinfo.com, is administered by the ISE and is being promoted through a general awareness campaign that was authorized in this proceeding.  Companies’ letter to the Department in this Docket dated January 3, 2007.


Although this web site provides a centralized location for energy‑related information, the Department believes that consumers require guidance in understanding how to access and use this material.  As an example, information about the availability of monetary grants for the installation of distributed generation is available at www.ctenergyinfo.com.  Despite the availability of this data, the Department fields numerous calls regarding the overall nature of this program as well as specific questions about the application and approval process.  Therefore, human intervention is necessary to guide customers to and through this information and to help make this program succeed.


At present, the Companies operate a toll‑free number to respond to questions about the conservation programs they administer.  The concept of a toll‑free conservation ‘hotline’ was approved in the Decision dated May 10, 2000, in Docket No. 99‑09‑30, DPUC Review of The Connecticut Light and Power Company’s Conservation and Load Management Programs for 2000 and Decision dated June 14, 2000, in Docket No. 99-10-18, DPUC Review of The United Illuminating Company’s Conservation and Load Management Plan for 2000.  At that time, CL&P and UI were allowed to establish separate toll‑free phone numbers to provide information to customers.  Pursuant to the Decision dated July 28, 2004, in Docket No. 03‑11‑01PH02, DPUC Review of CL&P and UI Conservation and Load Management Plan For Year 2004‑Phase II, the Department required the Companies to establish a single, statewide, toll‑free phone number that can be used by all customers to access information about all conservation programs and energy efficiency‑related matters and to staff this line with a “live body” during business hours.  In response to that directive, the Companies established 877‑WISE‑USE which was activated March 1, 2005, and which has been in service since that time.  Decision, p. 13; Compliance Filing dated February 28, 2005, for Order No. 10.


Since 2005, customers dialing ‘WISE USE’ have been provided with information about utility administered conservation programs.  However, due to the growing interest in energy‑related issues and the ever expanding amount of energy‑related information, the Department believes that it is appropriate to expand the scope of this toll‑free number to provide Connecticut’s consumers with a true energy information ‘hotline.’  For example, customers calling WISE USE should be able to get answers to questions about, or, more importantly, be guided to information regarding energy assistance programs, Connecticut’s progress in achieving greenhouse gas reductions, utility administered conservation and energy efficiency programs, financing options and tax benefits for energy‑efficient projects, energy education, bio‑diesel, Green Building standards, solar technologies, customer‑owned generation, demand response programs, rates, incentives for the installation of energy efficient or clean energy technologies, competitive supply options, restructuring and more.


Based on the foregoing, the Department concludes that the scope of the current WISE USE toll‑free number should be expanded.  Therefore, the Department will require the ECMB to examine this issue and to submit a plan and budget to expand the scope of the toll‑free number as discussed herein.  The Department views this as an educational program and foresees using www.energyinfo.com as a primary reference for the hotline in order to expand customer awareness about this web‑based resource.  In turn, consumer inquiries would be used to improve the web site or to expand the information that is available through the site.  Further, the Department seeks to maintain a “live voice” to answer these calls during regular business hours, thereby limiting the use of telephone prompts or menus during this time.  Based on the nature of the call, customers would be directed to another resource or could remain on the line with personnel that are trained to respond to a variety of topics.


The Companies believe that while the personnel that would staff a hotline could answer general questions about energy efficiency and other topics, specific information regarding C&LM programs should continue to be delivered through CL&P and UI.  Response to Interrogatory EL‑45.


The Department agrees that it is best to have a specific agency or company respond to inquiries in their field of expertise.  For example, calls regarding energy efficiency programs would be transferred directly to CL&P or UI, calls regarding environmental issues would be directed to an appropriate contact person within the Connecticut Department of Environmental Protection, calls regarding restructuring would be directed to the Department, while calls regarding energy assistance could be directed to the appropriate social service agency or to CL&P or UI.


Located on the campus of Eastern Connecticut State University, the Institute for Sustainable Energy (ISE) focuses on energy education, disseminating information on energy alternatives and sustainability, the promotion of efficient and renewable resources and protection of the environment.  ECSU offers undergraduate curriculums in Sustainable Energy Studies, Environmental Management and Business and ISE utilizes student interns from these courses of study to conduct research, identify energy alternatives/solutions and to assist in conducting its day‑to‑day business.  As such, ISE taps a readily available resource, students that have demonstrated a desire to further energy and environmental goals.  Based on its role within the energy community and its ability attract student interns, ISE appears to be well positioned to provide the personnel necessary to operate the hotline cost‑effectively.  Therefore, as part of its review of this matter, the ECMB shall consider having the ISE staff the WISE USE toll‑free number.

5.
Home Energy Solutions


The Companies have proposed realigning and combining the Residential Heating and Cooling Program, Residential Audit Program, and the Energy Efficiency Loan Program into a single comprehensive Home Energy Solutions (HES) Program.  This realignment blends a number of programs to create an “umbrella” to deliver all conservation and load management measures available to residential customers and promote a “one stop shopping,” “one home at a time” approach to residential energy efficiency programs.  The HES program was developed under the advisement and approval of the ECMB.  The proposed 2007 budget for CL&P and UI for the HES program is $6.1 million.


Pursuant to a Notice of Technical Meeting dated November 14, 2006, the Department conducted a Technical Meeting on November 16, 2006, at its offices to discuss the Companies’ proposal to implement the HES program for 2007 among other issues addressed at that meeting.  Pursuant to a letter dated December 4, 2006, the Department allowed the Companies to move forward with HES and authorized a budget of $4 million during the rollout of this program.
  However, the Department expressed concern about the benefit/cost ratios (1.8 for CL&P and 1.4 for UI), noting that although these ratios meet the cost‑effectiveness criteria, they are lower than other energy efficiency programs offered for 2007.  As a result, the Department indicated that it would closely monitor this initiative.  In addition, pursuant to a letter dated February 16, 2007, the Department authorized the Companies to conduct a pilot program under HES for the installation of up to 100 ductless mini‑split heat pumps to determine whether to promote this type of system through HES.


At the time of the hearings the Companies stated that although HES had just begun to roll out, the initial feedback was positive.  The Companies went on to express concern that recent increases in electric rates would create a high demand for this program.  As a result, the Companies believe that the allowed budget may be exhausted during 2007, requiring CL&P and UI to halt the program or request additional funding later in the year.  Therefore, the Companies request that the Department restore the budget to the amount of the original request, $6.1 million.  Tr. 2/15/07, pp. 58‑64.


The Department supports the concept of HES, i.e., the combination of multiple energy efficiency strategies under a single program and the delivery of services directly to homeowners.  The Department has observed the roll-out of HES and believes the program will be successful in achieving results among residential customers.  In addition, high electric rates will likely result in significant demand for the HES program.  Based on the foregoing, the Department approves a budget of $6.1 million for 2007.
  However, the Department reiterates its concern regarding the cost of this program and will require the Companies to closely monitor the overall cost of delivering these services.


The Companies indicate that water saving devices such as low flow showerheads and faucet aerators are installed for participating customers that use electricity or natural gas to heat their domestic water.  However, these items are not provided to participants that use oil for this purpose.  Instead, the HES vendors will advise these customers of the savings opportunities that can result from the use of water saving devices.  Tr. 2/15/07, p. 64.


The Department is aware that the Companies target electric and gas efficiency and that oil savings are not a primary focus of HES.  However, the cost to install these devices is relatively low and therefore will not significantly impact the overall cost of the program if offered to customers that use oil for domestic water heating.  This is especially true since vendor labor cost is already subsumed in the overall cost of each HES participant’s visit.  Therefore, this type of energy saving opportunity should not be lost.  Based on the foregoing, the Department directs the Companies to include measures that reduce the consumption of fossil fuels within the HES program.  Further, the Department directs the Companies to include information about the portal web site, www.ctenergyinfo.com, during the ‘kitchen table wrap‑up’ portion of each visit.

6.
eeSmarts™


An evaluation of the eeSmarts™ program was conducted in 2006.
  The evaluation identified strengths and weaknesses within the program.  Among the strengths the study finds that there is unique dedication and loyalty exhibited among the utility and vendor staff who are heavily, directly, and even personally involved in implementing the program.  An additional strength is the intended use of the public benefits charge to serve the public interest by educating energy consumers on the benefits and value of practicing energy efficiency and conservation.  Finally, the teachers who participate in the program are pleased with the program materials, believe the program support meets their needs, and choose to use some of their discretionary time to teach from the program materials.


Among the weaknesses, the study finds that despite aggressive and well‑intentioned implementation efforts, the program has seen only limited success in achieving its ultimate goal:  educating children (as future energy consumers) and their families (as current consumers) about energy efficiency and conservation.  The evaluation team believes that this is the result of a poorly designed structure.  However, the evaluation notes that the market and stakeholder network of the public education system (in which this program operates) is far-reaching and politically charged, and as such adds a very high degree of difficulty for even the best designed and implemented program.


The following were among other weaknesses noted:

· Professional development opportunities for teacher training on the program materials are relatively few, and do not focus on core science concepts;

· The program was designed as a multidisciplinary education product prior to its launch in 2002, but program planners did not anticipate that teachers, school administrators, and curriculum directors would receive it as a science program, especially recently;

· The eeSmarts™ program materials were never well aligned with the Connecticut curriculum frameworks that have been revised twice since the original design of the materials, and teachers are generally unwilling to use any teaching materials that are not obviously and transparently aligned with them;

· The broad-based distribution approach of eeSmarts™, implemented aggressively by the utilities’ vendor directly to teachers (especially the science-deficient elementary teacher segment), and marketed as a science curriculum, has not only been less than effective, but also has led to resistance from gatekeepers and other unintended negative outcomes.


In summary, the evaluation team concludes that the central program delivery mechanism—widespread distribution of free instructional materials to Connecticut’s teachers and schools—is not an effective way to make progress toward the ultimate objectives of educating children and their families, and reducing long-term energy use.  The eeSmarts™ program should continue, but it is due for a significant course correction.  A revised program should be designed to emphasize and incentivize teacher training of science concepts as well as applications such as eeSmarts™.  Program material distribution should then be restricted to administrators, curriculum directors, and trained teachers.  Any program materials developed and produced should be obviously and transparently aligned with the state frameworks for education, and have buy-in from key stakeholders in Connecticut’s education community.  Therefore, the evaluation team concludes that as designed, the program is not operating as it was intended, due to factors that are both within and beyond the program’s control.


The Companies state that as the result of the evaluation it has been suggested that the responsibility for eeSmarts™ should be transferred to the ISE.  The Companies object to this strategy and note that the purpose of an evaluation is to identify strengths and weaknesses within existing programs, providing an opportunity for improvement and correction.  The Companies go on to state that they have implemented 12 of the 13 recommendations and believe that the program will improve as a result.  Tr. 2/15/07, pp. 70‑73.


Process evaluations are conducted to assist in the ongoing development of C&LM programs.  Through these studies, the utilities and the ECMB are afforded the information necessary to build on the successful aspects of these initiatives and, more importantly, to correct any shortcomings that are identified.  These studies also assist the Department and the ECMB in reviewing the overall portfolio of C&LM initiatives by providing the information necessary to determine if a program should continue, be modified or eliminated.  Based on the evidence in this proceeding, the Department believes that the Companies have responded by taking steps to correct the flaws that were identified in the evaluation.  However, it remains to be seen if these actions will adequately address the concerns identified in the report.


The Department has noted issues regarding the use of the eeSmarts™ program curriculum in the past.  See Decision dated February 4, 2004, in Docket No. 03‑11‑01, DPUC Review of CL&P and UI Conservation and Load Management Plan for Year 2004, p. 15, and 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, pp. 12‑14.  Through these rulings, the Companies were directed to improve the use of the curriculum or face the possibility of having eeSmarts™ transferred to a third party.  In addition, the Department discussed the potential to have the ISE involved in the development of the high school curriculum.  Id.


The Department believes that the Companies have worked to correct past deficiencies regarding the distribution and use of the curriculum.  However, in light of the recent evaluation, the Department remains concerned with the overall performance of this program.  Therefore, the Department will require that the ECMB conduct a follow‑up evaluation during 2008 to determine whether the program should continue, be modified, eliminated or transferred to a third party for implementation.

The Decision in Docket No. 03‑11‑01 directed the Companies to work with the ECMB to determine whether it is necessary to develop high school level curriculum for eeSmarts™.  The Department is aware that the ISE is developing the high school curriculum and supports the ECMB’s decision to have ISE do so.

Educating consumers about energy efficiency and other energy‑related topics is critical to increasing awareness about the strategies that can be implemented to reduce consumption.  Therefore, the Department continues to support the eeSmarts™ program as well as other conservation‑related educational initiatives.  However, the Department must also assure that funding for these initiatives is yielding results.  Therefore, continued support for individual educational initiatives is contingent upon demonstrable success within each program.

7.
Low Income Program

UI requested “clear direction” from the Department as to whether or not C&LM funds should be used “to pay for non-electric measures such as insulation, weatherization oil heated homes and the like.” Tr. 2/15/07, p. 248.  The Company reaffirmed this request in its Written Exceptions.

Adding non-electric measures would help low income customers with their energy bills and lower the overall cost of installing weatherization measures.  At the same time, however, the Department is concerned with electric ratepayers subsidizing other fuels, particularly given the level of electric rates and the fact that this program is already the least cost-effective program from an electric ratepayer benefit/cost perspective.

Given these concerns, the Department will allow UI to pay for oil conservation measures but will limit funding to 25% of the low income budget.  The Department will not allow any UI funding for natural gas measures.  

C.
Commercial and Industrial Programs

The Companies continued to deliver high quality C&I programs during 2006.  In this docket, the Companies have submitted extensive standard filing documents, proposed modest program incentive modifications, and enhanced some programs as directed in Docket No. 05-07-14PH01.

1.
C&I program modifications and coordination


In a letter dated October 16, 2006, the Companies informed the Department of incentive modifications to some C&I programs to position them to be operational in early 2007.  These modifications were included as part of the Plan and were developed under the advisement and approval of the ECMB and its consultants.  In a letter dated December 4, 2006, the Department approved the following changes to the Energy Conscious Blueprint (ECB) and Energy Opportunities (EO) programs:  

ECB Lighting:

The new incentive structure will still strive to push lighting designs beyond the Connecticut Energy Code (2003 IECC/ASHRAE 90.1-2001 with approved addenda) and will continue to only reward designs that exceed building code requirements.  The proposed incentive structure will be two-tiered to motivate design professionals to create the best lighting designs possible.  The new incentives range from $0.30/square foot (sf) to $1.00/sf up to a maximum of $100/fixture.

Incentive for Lead Professional to Promote Comprehensiveness: 

A bonus, based on the measure value of a qualifying project incentive, will be paid to the lead project professional if, as a minimum, the lighting, HVAC and HVAC motors meet or exceed minimum program criteria.  The purpose of this incentive is (1) to ensure that these basic measures are implemented when most cost effective and before the opportunity is lost and (2) to educate design professionals on efficient and effective methods to exceed the minimum standard set by the code.

Energy Opportunities Chiller Replacement:
To maximize 2007 summer peak load reductions, the incentive structure is modified to encourage the replacement of chillers that are currently operating and 25 years of age or older.  To encourage replacement of older more inefficient chillers with high-efficiency chillers, incentives will be available based on 75% of the installed cost, $600/ton or 100% of measure value, whichever is least.  Energy savings will be calculated based on the difference between the energy consumption of the existing chiller versus the energy consumption of the proposed high-efficiency chiller.  


With regard to the two-tiered ECB incentives, the Companies reported that there has been a positive market response in early 2007 to the higher incentive for more efficient projects.  Tr. 2/15/07, p. 211. 


In its Decision in Docket No. 05-10-02, the Department approved changes to CL&P C&I programs to reflect the consolidation of various programs into either EO, a retrofit program; or ECB, a lost opportunity program.  CL&P reported that the transition and associated recordkeeping was complete and that it believed there are benefits in offering identical programs on a statewide basis.  Tr. 2/15/07, p. 171.  CL&P indicated that due to the consolidation, the ECB budget appeared significantly larger starting in 2006 because other lost opportunity programs were combined with the ECB budget.  Response to Interrogatory EL-23.

2.
Energy Conscious Blueprint

ECB aims to capture lost opportunities in new construction and equipment replacement to create long-term kW and kWh benefits, and raise the professional standards of building design and construction in Connecticut.  In 2004, Connecticut adopted the ASHRAE (American Society for Heating, Refrigeration and Air Conditioning Engineers) 90.1-2001 standard as the new building code (Code) for the State, which requires significantly higher energy efficiency standards than the previous code.  As of January 1, 2005, the Companies applied the revised code baseline from which to measure efficiency improvements, i.e., the new standard building code practice.  

Because the Code has made the baseline more efficient, this imposes a greater challenge for the Companies to implement cost effective measures that exceed the Code.  To that end, the Companies developed a two-tiered incentive for lighting installations and comprehensive building designs that exceed the Code, discussed above. Response to Interrogatory EL-22. The Department believes that offering higher incentives to installations that are significantly more efficient than the Code provides a reasonable strategy to promote the most efficient building designs and installations.  

In its Decision in Docket No. 05-10-02, the Department indicated that it would like to explore shifting more budget and program resources from incentives to code enforcement and builder education.  The Department continues to believe that an emphasis on continued education of architects, engineers and builders is key to transforming the new construction market toward ever greater energy efficiency.  

The Companies presented their schedule of training sessions, in which 22 seminars are planned through December 2007.  Response to Interrogatory EL-12.  The Department supports additional funds as needed to support these and any additional training sessions that the Companies believe will have a positive impact on advancing the energy expertise of architects, builders, engineers, and energy managers and transforming the market.  The Companies indicated that they have incorporated the seminar schedules into their respective web sites.  Tr. 2/15/07, p.197.

The Department viewed the Companies’ web sites and with the exception of one event, the sites display events that have already taken place.  Because the Companies have represented that training of building professionals is an integral part of the ECB program -- and all C&I programs -- the Department directs the Companies to provide comprehensive and up-to-date information on the program’s training sessions on their web sites; an email registration option; contact person, phone number and email address; and links to other institutions such as the ISE and Northeast Energy Efficiency Partnerships, that regularly conduct related seminars.

3.
Energy Opportunities -- LED Traffic Signals


UI indicated that approximately 90% of the incandescent traffic signals in its service territory have been converted to efficient light emitting diode (LED) lamps.  CL&P indicated that it did not have the exact figures for its service territory.  Conn. Gen. Stat. § 16a‑48 and Conn. Agencies Regs. § 16a-48-4 require new traffic signal modules sold, offered for sale or installed in the state on or after July 1, 2006 to meet the product specification of the “Energy Star Program Requirements for Traffic Signals” developed by the United States Environmental Protection Agency that took effect in February 2001, except where the Department, in consultation with the Commissioner of Transportation, determines that such specification would compromise safe signal operation.  Typically, traffic signals for state highways located in municipalities are paid by the towns but maintained by the State.  According to the Companies, converting incandescent to LED traffic signals is cost-effective under incentives offered in the EO program, with a B/C ratio ranging from 2.0 to 3.2.  Response to EL-18; Tr. pp. 206-209.  


In response to Order No. 7 in the Decision in Docket No. 05-10-02, the Companies sent out letters to municipalities in the fall of 2006, explaining the statutory requirement pertaining to new traffic signals,
 the benefits of lower energy and maintenance costs of converting to LED signals, and the opportunity to qualify for incentives under the EO program.  The Department directs the Companies to send out a similar letter in 2007 to towns that are known to have traffic signals with incandescent bulbs. 

4. Small Business Energy Advantage Program


The Companies reported that they continue to work with the Department of Administrative Services (DAS) to administer the State Buildings initiative through the SBEA program.  CL&P and UI reported that they continue to be in legal negotiations with DAS and are working through the new ethics law as it affects contracting with the state.  Tr. 2/15/07 pp. 69-70, 73-74.


In Order No. 9 in Docket No. 05-10-02, the Department directed the Companies to initiate cross-training in non-lighting control devices for all SBEA vendors, cross-marketing EO and ECB to all SBEA customers, and follow-up contact to all participating SBEA customers for participation in EO and ECB programs within one year of participating in the SBEA program.  In addition, the Companies were directed to co-promote A/C tune-ups, equipment and HVAC upgrades and participation in the ISO-NE demand response program.


CL&P reported that it had undertaken these training and promotion initiatives, but has had limited success with attracting small business customers to the ISO-NE demand response program. UI indicated that it had completed 350 A/C tune-ups under the programs in Docket No. 05-07-14PH01, and instructs vendors to leave behind promotional materials on other C&I programs.  Plan, Exhibit CL&P/UI 3, pp. 6 and 7.


The persistent obstacle in providing more comprehensive opportunities beyond lighting to small business customers has been that lighting vendors are usually not cross-trained in other installations, such as HVAC and refrigeration.  The Companies suggested that rather than cross-training, there could be a two-step process for small business customers who could benefit from energy efficient upgrades other than lighting.  Although typically, these installations are considered within the EO program, they could be delivered to the customer under the SBEA umbrella.  From the customer’s point of view, they would be part of a two-step program within the SBEA program; from an accounting standpoint, they could be booked under SBEA and EO.  Such an arrangement would still require the SBEA lighting vendors to input some preliminary data (e.g., the vintage or energy use of a refrigeration, motor or HVAC unit) for the EO vendors to assess whether the customer might be a candidate for further efficiency upgrades.  The Companies also suggested that such an arrangement would also require the EO vendors to work comfortably with small business customers.  Tr. 2/15/07, pp. 251-256. 


Based on the SBEA evaluation study submitted as part of Docket No. 05-10-02, the Department continues to believe that participating SBEA customers are good candidates for receiving additional services in C&LM programs.  Since they demonstrate that they are interested in investing their funds and efforts in improving the energy efficiency of their businesses, they could provide low-cost leads in other C&LM programs, particularly EO.  The Department directs the Companies to work toward implementing better coordination between SBEA and EO vendors and to add training and proficiency in EO program screening as a requirement for the RFP selection of SBEA vendors.  The Companies shall report on their efforts in the next annual filing. 

5.
O&M Programs

a.
O&M Services


The Companies’ combined 2007 budgets for the ECB program totals $15.4 million, of which a significant portion finances new construction.  However, the Companies’ budgets for providing O&M training to maintain existing buildings more efficiently total $3.4 million.  The Department notes that the Companies’ O&M programs have B/C ratios comparable to the ECB program.  For CL&P, the ECB program has a B/C ratio of 3.6 compared to the O&M Services Program B/C ratio of 3.9.  The UI ECB program has a 4.4 B/C ratio versus a B/C ratio of 5.0 for O&M Services.  Plan, pp. 24 and 30.  The Department fully supports providing aggressive lost opportunity incentives for new construction and major renovations; however, the Department believes more can be done to improve O&M practices to maintain existing buildings more efficiently.


CL&P and UI indicated that a portion of their O&M services underwrites a Building Operator Certification (BOC) program contracted out through NEEP, and that the BOC program has proven to be successful in bringing about improvements in O&M practices of participants.  The Companies recognized that there was a need to develop more opportunities for C&I customers to improve their O&M efficiency and indicated that they would consider further strategies over the next year.  They indicated that they would explore different options in 2007 to deliver O&M programs to customers.  Tr. 2/15/07, pp. 186-193.  The Department directs the Companies to report on their efforts in the next annual filing.  

b.
Pilot Program for K-12 Schools


To address the need for expanded O&M services in 2007 and 2008, the Department supports the development of a pilot training and education program for facility maintenance and management personnel in K-12 school systems.  In the draft Decision, the Department allocated $200,000 of CEEF proceeds in 2007 to the ISE for the first year of program development.  The Draft Decision also stated that upon successful progress based on quarterly reports (described below), the Department will allocate $200,000 in CEEF proceeds in 2008 toward this effort.  To fund the program, $200,000 would be transferred from the HES program in 2007 and 2008.  Draft Decision, p. 24-25.


In Written Exceptions, CL&P, UI, Environment Northeast, and ECMB
 stated that Conn. Gen. Stat. § 16-245m(d)(1) and the ECMB “Roadmap” require the electric distribution companies, with the advice and assistance of the ECMB, to review C&LM funded programs prior to submission to the Department.


The Department emphasizes that it, not the ISE, has proposed this pilot program.  The Department has proposed this project as the result of a review of the activities already undertaken by ISE and synergies that would exist between its current auditing activities in K-12 buildings and the Department’s proposed O&M training pilot.  The Department welcomes the input of the distribution companies and oversight role of the ECMB.  However, the Department does not wish to delay the program for another year to be submitted in next year’s annual plan.  Therefore, the Department will request the ECMB to work with ISE to expedite the review of the proposal, described below.  The Companies are directed to report to the Department the results of the ECMB review of the pilot no later than August 15, 2007.  The Department will direct the Companies to set aside $200,000 in the 2007 HES budget until the completion of the review process.  The Department may call a technical session on this issue; the Department will make a ruling on the pilot proposal, together with the ECMB review, as part of this docket.


Rationale for ISE Funding and Administration:  ISE already has the infrastructure to collect and maintain a data base for baseline energy use through its Energy Star benchmarking program for public schools in the State.  Using this program, ISE has already benchmarked the energy usage of a significant number of school districts in the State.  In 2006, ISE completed a statewide study of the energy efficiency of Connecticut public schools.
  In addition, ISE has also had experience in conducting education and training sessions since it has conducted a number of energy code training programs for local building inspectors over the last two years.

Program Description:  The Department seeks to develop a comprehensive “all fuels” training program for K‑12 facility managers and maintenance personnel in which they can be trained and certified in energy efficiency technologies and operating procedures through a series of workshops held on a regional basis throughout the state.  The workshop program could include instruction on:  (1) energy accounting and benchmarking; (2) energy auditing and identifying efficiency improvements; (3) preventive and predictive maintenance procedures; (4) cost benefit and lifecycle analysis; (5) participation in CEEF, CCEF, DG and Demand Response programs; (6) energy efficient technology; and (7) indoor air quality.


The Department would allocate CEEF proceeds to ISE, provided the following conditions are met.  ISE will be required to submit to the Department quarterly progress reports on the pilot program.  As part of this report, ISE will be required to develop measurement and verification (M&V) protocols to demonstrate electric savings, and may work with the Companies, as needed to develop these protocols.  ISE is also directed to work with Connecticut gas companies, as needed, to develop M&V protocols on measuring gas savings and to explore avenues for co-funding.  In addition, ISE shall submit data on cost-effectiveness (electric savings) of the pilot program in the next annual filing.  ISE, as administrator of C&LM funds for this program, would be subject to the same standards of program oversight and cost-effectiveness as the Companies are for programs submitted under the Plan.

c.
Retro-Commissioning


The Companies indicated that the Retro-Commissioning pilot has completed its initial projects.  A third party evaluator completed a process evaluation study of the Retro-Commissioning pilot September 26, 2006, which recommended continuation of the pilot or expansion into a program with a dedicated manager.  Based on the recommendations of the process evaluation and the ECMB, the Companies intend to extend the pilot and are in the initial stages of selecting new participants.  


The process evaluation recommendations focused on clarifying and strengthening the managerial responsibilities and decision-making efforts between the program administrators and participants.  The Companies indicated that they are adopting a number of these recommendations as they move forward with the next group of participants.  One of the recommendations is to “[c]onsider a tie-in with the local gas company to maximize gas savings.”  Both Companies reported that this recommendation is currently under consideration.  The Department supports this recommendation and will require the Companies to report on an implementation plan to coordinate efforts and/or funding with the regulated gas companies.  Response to Interrogatories EL-24, EL-33; Tr. 2/15/07, pp. 211-212.

6.
Municipal customers


The Companies submitted summary data on municipal projects in compliance with Order No. 8 in Docket No. 05-10-02.  In future filings, the Department directs each Company to submit data on municipal projects as part of the standard filing on the EO and ECB filings, respectively.

7.
CL&P Power Factor Improvement Program


The Power Factor Improvement Program is a continuation of an existing program that offers incentives to eligible customers to raise their power factors by assisting with the installed cost of capacitors and ancillary equipment.  The eligible customers are those in rate classes that are being transitioned from kilowatt billing to kVA billing.  Increasing customers’ power factors also utilizes more effectively the electric system due to the proportional increase in real load carrying capability.  In its Decision dated February 4, 2004 in Docket No. 03-11-01, DPUC Review of CL&P and UI Conservation and Load Management Program for 2004, the Department allowed CL&P to fund this program through CEEF to assist customers transitioning to kVA billing in correcting their power factor, to ameliorate the potential negative rate impacts.  Decision, p. 25.

In the instant proceeding, $150,000 is budgeted in 2007 to assist the remaining Rate 57 and 58 customers that have signed Letters of Agreement prior to December 31, 2006.  Rate 57 and 58 customers without a signed contract prior to 2007 will not be eligible to participate in the 2007 program.  Plan, p. 197.

The Department believes it is reasonable to continue to assist customers transitioning to kVA billing, due to the potential impact of this rate design change to these customers’ electric bills and therefore approves funding for the program as filed.  Additionally, Rate 55 and 56 customers have been approved for kVA billing by the Department and will be transitioned to kVA billing in the near future.  When CL&P begins kVA comparative billing to these customers, the Department believes it is essential to market the Power Factor Improvement Program to them.

8.
Full Spectrum Lighting


Ms. Ilene Oppenheim represents a product line known as full spectrum lighting.  Ms. Oppenheim indicates that despite the fact that full spectrum lighting is energy efficient, she has been precluded from accessing C&LM funding.  Therefore, she requests that the Department require the Companies to offer incentives for her product.  Ms. Oppenheim goes on to state many small business customers cannot afford to convert their lighting to more current standards and therefore continue to replace standard T‑12 bulbs with the same product.  As a result, many energy savings opportunities are lost because these customers continue to use standard (i.e., non full spectrum) bulbs.  Therefore, Ms. Oppenheim believes that incentives should be available for T‑12 full spectrum bulbs in order to encourage these customers to take advantage of the energy savings that these bulbs offer.  Tr. 2/15/07, pp. 5‑48.


The Companies state that Ms. Oppenheim originally requested direct funding or start‑up monies to establish a ‘franchise’ for her lighting products, a proposal that was rejected by the Companies and then by the ECMB.  Plan, Exhibit CLP/UI1, Attachment 1, pg. 2-19.  The Companies go on to state that full spectrum lighting is not the issue.  Instead, the issue is a matter of advancing lighting technologies through market transformation.  For example, the C&LM fund does not offer incentives for T‑12 fluorescent lighting (whether the product is full spectrum or not) because the C&LM fund seeks to advance the commercial lighting market beyond this older lighting technology.  Therefore, program incentives are designed to encourage the installation of more current technologies, such as T‑5 fluorescent lighting.  The Companies go on to state that, like all other vendors and contractors, Ms. Oppenheim can request rebates for her full spectrum lighting products but that rebates will only be issued for products “that meet the energy efficiency criteria” of existing programs.  Therefore, Ms. Oppenheim should request incentives on a case‑by‑case basis.  Id.


Testimony in this matter reveals that there was some confusion regarding Ms. Oppenheim’s original request for funding.  The Companies and the ECMB rejected what they believed was a request for start‑up capital. Id.  The Department does not endorse the use of C&LM funding for use as start‑up funds for vendors.  Therefore, the Department supports the decision to reject such funding.


Regarding Ms. Oppenheim’s request that incentives be available for T‑12 bulbs, market transformation is a long‑standing, fundamental goal of the C&LM fund in which incentives are offered for customers to invest in the ‘next generation’ of efficient product.  For example, in order to stimulate the market for T‑8 and T‑5 lighting, the Companies offer incentives for these technologies.  By doing so, it is hoped that customers with T‑12 fixtures and bulbs will step up to the next increment in lighting efficiency.  Offering rebates for T‑12 lighting would encourage customers to retain their existing fixtures.  Therefore, it is inappropriate to do so.  The Department has long supported market transformation in order to advance energy efficiency.  Therefore, it is appropriate that the Companies not offer rebates for older T‑12 lighting.  Further, testimony reveals that Ms. Oppenheim is free to apply for rebates for full spectrum lighting and that incentives will be issued based on current program guidelines.  Id.  As such, she is being afforded the same opportunities that are available to all vendors and contractors.

9.
Street lighting


During the mid 1980’s, the Companies conducted an energy efficiency program to convert mercury vapor street lighting to high pressure sodium.  Since that time, there has not been a C&LM program in place to address street lighting.  This has been due in large part to the fact that there have been limited cost‑effective energy efficient opportunities available to address this end use.  In addition, because there has been an increased focus on addressing peak demand, off‑peak consumption (e.g., street lighting) has not been addressed.


The Department is aware that LED lighting offers the potential for significant energy savings.  Further, the Department is generally aware that there have been advances in this technology for street lighting and other end uses such that LED may become commonplace for street lighting and other applications in the near future.  As a result, the Department seeks information to more fully understand the potential for LED lighting.  Therefore, the Department will require the Companies to submit information regarding the current state of this technology as well as current and future uses of LED lighting.  In particular, the Department seeks information so as to compare the current cost of standard vs. LED street lighting.

D. Monitoring and Verification

1.
Program Savings Documentation

As part of their filing under the C&LM Plan, the Companies submitted their joint Program Savings Documentation (PSD), which documents energy efficiency impacts of installations as well as realization rates, which include persistence and free ridership.  The Companies also filed a schematic that explains the program planning process:  tracking savings from installations, developing B/C screening, modifying programs per third party evaluations, and developing an incentive matrix and modifying programs for the annual plan submitted to the Department.  The Department will direct the Companies to submit this schematic as part of the Overview section in the joint annual filing.

2.
Performance Incentive Mechanism


The Department reviewed CL&P’s and UI’s calculations of their respective Performance Management Fees (PMF) contained within the Companies’ budgets.  The PMF is earned by the Companies for achieving target goals as identified within incentive metrics approved for each category or program.  For example, in some cases, the metric is the amount of kW savings achieved, while in others it is the amount of activity actually performed and supported by C&LM funds.


CL&P reported total PMF earnings of $3,993,522, and UI reported total PMF earnings of $1,010,375, for 2006.  Responses to Interrogatory EL-17, CL&P, p. 2; UI, Attachment 1.  Details for the totals were provided by each Company from which the Department performed its detailed calculations.  CL&P Response to Interrogatory EL-43 and LF9; UI Response to Interrogatory EL-43.


The Department hereby accepts the Companies’ respective calculations of their Performance Management Fees, subject to each Company’s final year-end accounting.

3.
CL&P Information Technology Initiative


CL&P reported that it is in the final stages of completion of its Information  Technology Initiative in order to automate and streamline the collection of formulas and spreadsheet data, and replace CL&P’s various program tracking and reporting systems with an integrated, web-based system.  The final stages of the initiative are expected to be complete in July 2007.  Tr. 2/15/07, pp. 177-78; Written Exceptions, p. 9.

4. Project Discount Rates


Commencing with the 2003-04 C&LM Plan, the Companies implemented a common cost-effectiveness test methodology and screening tools.  They use consistent values for key variables, including:  avoided cost of energy, avoided cost of generation capacity, avoided cost of transmission capacity, impact on avoided capacity costs, avoided cost of fossil fuels, discount rate and inflation rate.  Plan, pp. 227-233.


The Companies’ presentation of the cost benefit analysis in Chapter 6 of the Plan is less than transparent.  The explanation of the data used in the input assumptions and sources used to obtain the data is altogether too amorphous and the Companies do not present the formula used in the screening analysis to determine project and program cost effectiveness.  


At the request of the Department, the Companies indicated that they use the following discount rate for program screening of C&LM projects:






( 1  +  Prime Rate )    -   1



Discount rate   =   
( 1  +  Inflation Rate)


Using five year rolling averages, the Companies obtained a prime rate of 5.25% and an inflation rate of 1.98%.  This yields a discount rate of 3.2%.






( 1  +  0.0525 )    -   1   =   3.2%



Discount rate   =   
( 1  +  0.0198 )

Late Filed Exhibit No. 16;  Tr. 3/6/07, p. 326.


In a fashion similar to Late Filed Exhibit No. 16, the Department will direct the Companies to submit the data used and the source documents for each of the data points used in the screening analysis.  The Department will also direct the Companies to present the formula used to calculate project and program cost effectiveness.


With regard to the discount rate, the Department is uncertain why the prime rate, which is affected by the inflation rate, is deflated by the inflation rate.  The current discount rate is too low.  Such a low discount rate has never been used by CL&P or UI in the past for the evaluation of any type of project.


The Companies are directed to provide the discount rates (and an explanation of how they were determined) used by other program administrators in New England, and recommend possible alternative discount rates for the next annual filing.  The Companies shall also compare the cost effectiveness of 2007 programs using the current discount rate, the respective Companies’ cost of capital and any alternative discount rate that the Companies propose.


In the next annual filing, the Department will require both Companies to provide the electric benefit/cost ratios for each program using their current allowed cost of capital.  

E. Incentive Structure


Pursuant to the Decision dated May 10, 2000, in Docket No. 99‑09‑30, DPUC Review of The Connecticut Light and Power Company’s Conservation and Load Management Programs for 2000, the Department established an incentive mechanism for the Companies.  In that Decision, the Department stated that while energy savings are a logical and common basis for incentives, it is very time consuming for the Department to determine the appropriate level of program costs and participation levels used to establish the goals that drive the incentive.  The Department concluded that in the future, it may be appropriate to base the management performance incentive on criteria other than kWh savings.  Decision, pp. 44‑52.


The original mechanism has been reviewed and adjusted over time, and now includes a variety of metrics.  See 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; 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, pp. 39 and 50 and Decision dated June 7, 2006, in Docket No. 05‑10‑02, DPUC Review of The Connecticut Light & Power Company and The United Illuminating Company Conservation and Load Management Plans For 2006.


The demand for electricity in Connecticut continues to outpace available generating capacity and very little new capacity is being built in the state.  As a result, demand for electricity, especially peak demand, is placing upward pressure on rates.  In order to control peak demand, the Department is now authorized to offer monetary grants and other financial incentives to assist commercial and industrial customers with the cost of installing customer‑owned electric generating equipment.  See Decision dated March 27, 2006, in Docket No. 05‑07‑16, DPUC Review of the Development of a Program to Provide Various Incentives For Customer‑Side Distributed Resources.  In addition, the Department is moving forward with changes in rate design, notably mandatory time‑of‑use pricing and a load response program being approved herein, intended to target peak use.  See Decision dated December 21, 2006, in Docket No. 05‑10‑03, Application of The Connecticut Light and Power Company to Implement Time of Use, Interruptible or Load Response, and Seasonal Rates, and Decision dated August 30, 2006, in Docket No. 05‑06‑04, Application of The United Illuminating Company To Increase Its Rates and Charges.  These actions demonstrate that there is an increased focus on controlling the peak demand for electricity in Connecticut and that there are tools and incentives in place to allow the Companies to work with customers to control peak demand.


While the incentive mechanism has been modified, it has not included ‘global’ targets such as a reduction in the average consumption per residential customer, the overall system peak demand or total energy use.  As a result, the Department believes that it is appropriate to examine the incentive mechanism to determine whether to modify the basis under which incentives are paid.  The Department will require the ECMB to examine this matter and have the Companies submit said findings in the next conservation filing.

III. CONCLUSION AND ORDERS

A. Conclusion


The Department approves, with modifications, and subject to the Orders below, the 2007 C&LM programs and budgets, together with the projects funded in Docket No. 05-07-14PH01, as described herein.  The Department approves reasonable costs undertaken by the Companies to provide financial assurance to cover the FCM obligations as recoverable by ratepayers and approves the recovery of the dollar amount represented by any funds forfeited to ISO-NE if legislative or regulatory action causes the Companies to default in delivering the committed capacity to ISO-NE in the FCM.  The Department allocates $6.1 million for the HES program in 2007, funds a Low Income Energy Efficiency Lab, and proposes for ECMB review a K-12 O&M pilot program to be administered by the ISE.

B. Orders

1. On or before June 15, 2007, the Companies shall submit revised budgets that take into account final carryover funds and the Companies’ budget reallocations due to Department program and budget adjustments.

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

3. On or before June 15, 2007, the Companies shall provide comprehensive and up‑to‑date information regarding their C&I program training sessions on their web sites; an email registration option; contact person, phone number and email address, and links to other organizations such as ISE and NEEP, that regularly conduct related seminars.

4. On or before June 15, 2007, the Companies shall issue a letter, as described herein, to towns that are known to have incandescent traffic signals.

5. No later than June 15, 2007, the Companies shall submit the data and the source documents for each of the data points used in the screening analysis and the formula(s) used to calculate project and program cost effectiveness.

6. On or before June 21, 2007, the Companies shall file revisions to the direct load program as discussed in Section II.A.3.c. herein.

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

8. No later than July 30, 2007, the Companies shall:


A.
provide the discount rates (and an explanation of how they were determined) used by other program administrators in New England, and recommend possible alternative discount rates for the next annual filing.


B.
report the cost effectiveness of 2007 programs using the current discount rate, the respective Companies’ cost of capital and any alternative discount rate that the Companies propose.

9. On or before July 30, 2007, The Companies shall work toward implementing better coordination between SBEA and EO vendors and to add training and proficiency in EO program screening as a requirement for the RFP selection of SBEA vendors.  The Companies shall report on their efforts in the next annual filing.

10. On or before July 30, 2007, the Companies shall submit a plan to implement an energy efficiency hotline as discussed in Section II.B.4., herein with the goal of having the hotline operational on or before October 15, 2007.

11. On or before July 30, 2007, the Companies shall report on the potential to fund a low interest loan program through CHIF as discussed in Section II.B.2.

12. On or before August 15, 2007, the Companies shall report to the Department the results of the ECMB review of the Department proposed Pilot O&M Program for K-12 Schools, as described herein.

13. In the 2009 C&LM filing, the Companies shall submit a follow‑up evaluation of the eeSmarts™ program as discussed herein.

14. In the next annual C&LM filing, the Companies shall report on an implementation plan for the Retrocommissioning Projects to coordinate efforts and/or funding with the regulated gas companies.

15. In the next annual C&LM filing, the Companies will report on efforts to implement better coordination between SBEA and EO vendors.  The Companies shall work toward implementing better coordination between SBEA and EO vendors and add training and proficiency in EO program screening as a requirement for the RFP selection of SBEA vendors.
16. In the next annual C&LM filing, the Companies will report on strategies to develop more opportunities to deliver O&M programs for C&I customers to improve their O&M efficiency.

17. In the next annual C&LM filing, the Companies shall submit the findings of the ECMB regarding the inclusion of global metrics as part of the management incentive structure as discussed in Section II.E., herein.

18. The Companies shall include a needs assessment if they propose additional funding beyond that provided by the C&LM charge in 2008.  Also included in the filing shall be electric system benefit cost ratios and the cost on a $/kW and $/kWh basis for each program.
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R. Poirier
� Options included a one�way switch that is less costly (initially and ongoing) but that does not allow immediate data verification and a two�way device which enables the utilities to more accurately verify reductions from curtailment events.  In addition, the two�way device offers the ability to control other future loads such as water heater, pool pumps, etc.  May 23, 2006, Redacted Plan, pp. 2�4.


� CL&P’s filing states that “customers enrolling in the DLC program will receive one�half of such estimated generation capacity credits paid to CL&P by ISO�NE.”  CL&P letter dated December 12, 2006.


� Potential enrollment incentives were identified in the original plan submitted on March 7, 2007, and granted protected status.


� MW reductions from reliability based load response and load control are included in Scenario 1.


� The Decision identified central air conditioning, air source and geothermal heat pump systems as ‘large ticket’ items.  Decision, p. 6.


� The Companies had originally requested a budget of $6.1 million for HES.


� See sections II.B.3 and II.C.5.b, which adjust the HES budget downward by $400,000 in 2007.


� See, Process Evaluation of the eeSmartsTM Program dated April 28, 2006.


� In a compliance letter dated July 28, 2006, the Companies noted that the new statute and regulations do not require LED lamps for existing or damaged traffic signals and the new requirements are unlikely to lead to the pro-active replacement of incandescent traffic signal modules in a timely manner.  


� In its Written Comments, ECMB referred only to the ECMB Roadmap.


� � HYPERLINK "http://www.easternct.edu/depts/sustainenergy/HPSchoolSummary/ee_study_ct_schools.pdf" �http://www.easternct.edu/depts/sustainenergy/HPSchoolSummary/ee_study_ct_schools.pdf�


� The Companies shall submit a simplified mathematical formula and a spreadsheet formula on disk.


� Conn. Gen. Stat. § 16�243i provides for customer and utility incentives for the installation of customer�side generation.  In addition, Conn. Gen. Stat. § 16�143p allows the Companies to seek relief should their earnings decline as the result of implementing various programs, including the capital grant program for customer�side generation.
















