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 RETREAT Minutes 

Energy Conservation Management (ECMB)

August 8, 2007       9:00 am-2:30 pm

 The Lyceum, 227 Lawrence St., Hartford CT 06106

ECMB Attendees:  Chair- Rich Steeves; Mary Healey; Jeff Gaudiosi; Ron Araujo; Roger Koontz; Roy Haller; Chris Elhert; Chris James; Dick DesRoches; Michael Cassella; Neil Beup; John Dobos; Joe Crocco; John Ferrantino; Bryan Barbera; Eric Brown; Kevin Hennessy .
Not in Attendance: Louise DiCocco-Beauton; Michael Wertheimer; Shirley Bergert.

Other Attendees: Peter Ptak; Cathy Lezon; Jeff Schlegel; Jeff Pratt; Les Tumidaj; Kim Oswald; Art Marcelynas; Joel Gordes.

Rich Steeves called the meeting to order at 9:05 am he asked that members, staff and consultants introduce themselves going around the room in order. He then announced that longtime residential consultant Jeff Pratt would be leaving the ECMB but there would be sufficient overlap to provide for a seamless transition to a new contractor. He also announced that longtime ECMB member Chris James, representing the Department of Environmental Protection would also be leaving the Board to work for Synapse Energy, well-known consultants in the field.

Going into the Retreat discussion areas he cautioned the Board that there is no time to rest on our laurels (the ACEEE award tying CA and VT for first in the nation) and we must continue to change with the times. He noted, "failure has no parents; but success has many."

Quarterly Reports.  Ron Araujo gave the report for CL&P and noted that the highlights were:

· They had successfully submitted into the ISO's Transition Period Market with Other Demand Resources (ODR) for energy efficiency. This has resulted in over $1 million for the fund since December 2006.

· Strong customer participation continues in the C&I Energy Opportunities, Small Business and Residential Retail Products programs.

· Extensive work by the staff in preparation for utility bids into the Forward Capacity Market (FCM) and auction has taken place.

· They have conducted their first sale of Class III renewable energy credits (RECs).

He capsulized the energy savings and expenditures noting that:


Actual
Goals Budget
% of Goal

Budget (000)
$27,168
$56,641
 47.97%

Lifetime Saving (kWh) 1.219 billion
2.075 billion
 58.73%

Demand Savings (kW)  34,284
29,603                                        115.81%

He then went into more detailed programmatic descriptions that can be accessed in the complete CL&P report located at http://www.ctsavesenergy.org/ecmb/documents.php?section=23 under the "Quarterly Reports" tab for 2007. Chris James inquired what effect might the programs have had leading to Connecticut not becoming a separate zone in the ISO-NE territory. Ron replied that there have been demand reductions and the load response programs have been successful along with completion of portions of the new transmission line programs that may have led to that decision. Jeff Schlegel also cited a report that the growth estimates are down and that has also been partially attributed to higher prices. Ron Araujo reiterated that our efforts have been a key part of the reason. Additional discussion brought in that expenditures were ahead (~$10 million) compared to where we have been at this point in the past. Rich Steeves said this has been relayed to Commissioner Betkoski and the Department has given its signal for full speed ahead. Roger Koontz requested that for the next meeting the companies supply program-by-program estimates. Ron Araujo said they would do their best to provide that.

Roy Haller and Chris Ehlert provided the UI quarterly report noting that:

· 11,635 class three certificates were sold for the fourth quarter 2006 trading period.

· UI had received $188,269 from ODR revenues year to date.


Actual
Goals
% of Goal

Budget (000)
$7,562
$13,516
 56%

Lifetime Saving (kWh) 28,233,000
44,453,000
 64%

Demand Savings (kW)  4,790
7,177                                           67%

Rich Steeves inquired what plan did they have if they ran out of dollars for the Small Business Energy Advantage program due to high activity levels. Roy responded they will maintain program activity. Rich Steeves inquired how they were able to exceed the load curtailment goals with so little in expenditures. Ron Araujo responded that the figures may not totally reflect the expenditures due to lag times and reporting. Mary Healey asked how many times there have been actual calls to curtail electric use. Ron Araujo responded that there have been no calls this summer but they do still need to have it when it is required. Roger Koontz requested they also provide estimates by each program for at the end of the year. Joel Gordes inquired of UI why the residential new construction programs had problems with some projects not meeting specifications. Chris Ehlert replied this involved some production builders not attaining certain standards related to duct sealing limits and thermal bypass. The complete UI report is located at http://www.ctsavesenergy.org/ecmb/documents.php?section=23 in the "Quarterly Reports" tab for 2007.

Planning Scenarios. Jeff Schlegel began his presentation by providing a graph of the different scenarios and how the new goal would be to attain approximately 200 MW of savings annually. He noted that as of Thursday the week prior, the 2008 plan entailed a base of $90 million plus what could be added from FCM, Energy Independence Act (EIA) and Class III RECs.  That would have to be ramped up to be able to capture all cost-effective energy efficiency as directed in the new legislation. He said the ramp-up would take two to three years in order to attain the 200 MW annual savings but there would be a problem if 2008 expenditures were constrained due to the late rate reduction bond payments so it boils down to timing issues. He said he recommends the full plan as if things are going as normal but there is also a reduced plan scenario for approximately $68 million. Rich Steeves said that at the DPUC meeting it was stated there is a need for a docket with an order to follow specifying what the fund should do in regards to forward expenditures and the decision should provide clarity, direction and recovery of funds spent. Jeff Schlegel said we are currently back on a roller coaster but that a reduction would be exactly the wrong action at the wrong time. Any increase in marketing will put customers onto a waiting list since they could not be served immediately but will not come back quickly to the programs if kept waiting. This would set back efforts in 2009. Ron Araujo clarified that the Department had said to continue spending but only up to an additional $12 million. John Dobos asked who controls the Federally Mandated Congestion Charge (FMCC) money to which Jeff Schlegel replied it was the DPUC. Chris James asked if they had factored in any funding from the Regional Greenhouse Gas Initiative (RGGI). Jeff Schlegel said that would kick in by year 2009 and that the second graph assumes some RGGI funding for program. Further discussion ensued on the problems brought about by delays in defeasing the bonds and whether, in fact, there might have been an overpayment for them. Jeff Schlegel's full presentation can be accessed at  http://www.ctsavesenergy.org/ecmb/documents.php?section=15  under "Presentations" for 2007.

Residential Programs and Low-Income. Jeff Pratt began his presentation by noting the company quarterly reports look good but then everything looks good from a distance and certain questions need to be answered. He went on to show there are diverse and sometime conflicting objectives and it is difficult to determine who is in charge and where we are going. He noted that when programs are directly managed at the legislative level it can be problematic, particularly when special interests and mandated programs may divert already scarce funding into less than strategic programs that may harm portfolio performance. He went on to say that business as usual is not difficult but the significant expansion mandated in the future will be no piece of cake. He cited workforce infrastructure problems that would affect the availability of consultants, companies staff, contractors and delivery resources which require trained personnel well above the educational and pay grade levels of common labor. He pointed out there have been limited opportunities for enhancements in the residential sector and the traditional areas of lighting and efficient appliances are no longer there as much of this has already undergone market transformation. He also said that new construction opportunities are less and that central air-conditioning is difficult and room air conditioning is marginal. Rich Steeves said that the goal for those products was market transformation and it has been pretty well met and maybe it's time to "declare victory and leave" as a strategy. Jeff Pratt offered the following parting recommendations:

· Fill the pipeline. By this he meant identify and develop the next emerging products such as the ductless mini-split heat pumps, LED lighting and heatpump water heaters. He said we must also continue market-based programs that have consumer appeal and impacts as well as support increased codes and standards.

· Show me the money. Understand that many residential customers will continue to have significant financial barriers and incentives are required to motivate customers in order to have healthy programs. Attractive and accessible financing will be critical.

· Show me the money -- part 2. There is a need to have proper program planning and infrastructure development that is not inhibited by a lack of stable funding and program consistency.

· Going big. Procuring all cost-effective energy efficiency will require and "all in" mentality. He went on to say that current programs are not necessarily scalable and that portfolio refinement and focus and infrastructure development will be required. Their will also be a need for a endemic "action campaigns" to replace programs. 

He concluded his always pithy comments by saying that the future of residential programs in Connecticut will be the Home Energy Solutions as the flagship program. He said this could entail a campaign to displace electric resistance heating with the ductless mini-split heat pumps and retirement of central air conditioners and other high use equipment. He also saw a larger need for the use of negotiated cooperative promotions (NCP) with manufacturers and others in the value chain and delivery of a comprehensive all-fuels program. See his full presentation at: http://www.ctsavesenergy.org/ecmb/documents.php?section=15  under "Presentations" for 2007.  

Rich Steeves said that it appeared the Board could be either acting or reacting and from what Jeff Pratt has said it appears we should push acting although we may not be set up as a group to do this. Jeff Pratt responded he was not prepared to answer that but had thought the Board has coalesced well as a group over the past years. Rich Steeves went on to say that other states that that have not been doing a great deal of energy efficiency up to this point are now becoming involved and will be competing for resources in the future. Jeff Pratt responded that Massachusetts for sure was setting ambitious goals and there would be competition for contractors, evaluators and staff. He thought it was important to begin looking at training in this direction for vocational-technical schools Rich Steeves informed him at the current time the number one trade being taken up in those schools is haircutting. Mary Healey noted that as a Board, we have an elegant problem in that we have almost the highest electric rates, have the people's attention, have had success with the programs going forward and have had the attention of the Legislature as well. Jeff Pratt said it still made him nervous because the attention span is short and if we fumble we cannot afford to lose our audience again. Jeff Schlegel added that if a general awareness campaign is effective there needs to be follow-up action to provide the products and that general awareness is not as effective as trying to make people take specific actions. Jeff Pratt said he agreed with that synopsis and again targeted electric resistance heating for elimination. Further discussion ensued on how a program to do that might be structured over a 10-year period and further needs to attract people into the energy efficiency industry. Roger Koontz inquired about the commercial availability of a heatpump water heater (HPWH) that might become part of a program. Jeff Pratt noted that every watercooler is a HPWH in reverse and they are actually selling one million of them per year in Japan and they have a coefficient of performance  of 3 when the ambient temperature is 20°F.  He said it would be a great way to get rid of a lot of little "NOx generators". Ron Araujo questioned whether we have the infrastructure to develop and deploy that technology. Jeff Pratt said there was a need to gain more of a commitment from the manufacturers to develop the technology.

C&I Programs.  Les Tumidaj presented the C&I Vision for a Sustainable and Competitive Connecticut Business Climate that embodied the work of the C&I Committee that has been meeting under the leadership of Neil Beup for the past several months. He began by outlining the drivers that necessitate changes in the nature of the programs being offered to make them more holistic and recognizant of human behavioral factors. He proceeded to point out the forces of globalization that are driving competition, questions of rising energy costs and supply uncertainty as well as the challenge of global climate change and other environmental challenges. Eric Brown commented that it appears that the slide on the environmental factors seem to overemphasize climate change compared to other environmental problems. Les responded that it was his intention to highlight the environmental challenges in general and that climate change is the flavor of the month and is the big train that is picking up speed at this time. Les went on to show some of the basics of the market wherein commercial and industrial energy usage accounts for 84% of the electricity load and how the market is increasing in its use of power. In spite of this there is also a trend that the maximum achievable potential (MAP) for energy savings is also increasing. He also spoke of market realities and challenges such as barriers to entry, policy initiatives and the myriad of players to confuse and diffuse the efforts. He also spoke of the market opportunities through many of the new national and state level efficiency initiatives. The vision for Connecticut would have the CEEF evolve to support a sustainable and competitive business climate based on solutions for economic competitiveness, environmental stewardship, energy security and social responsibility. It would accomplish this by building on the strong history and accomplishments already in place. The focus would have audacious goals that would focus on high-performance buildings and processes in a comprehensive manner making energy management a core business value. In this way they would hope to save 20% to 30% or more of a building's energy load. He went on to provide examples by way of Frito-Lay, DuPont and UTC. He noted the hallmarks of a high-performance building would be less energy use, superior environmental quality, enhanced worker productivity and an improved bottom line for all players. This would necessitate an integrated design process and coordination of all available programs in the energy arsenal. Just as total quality management and ISO 14,000 environmental excellence requirements have become core business values, it will be necessary to provide energy management a similar status as a continuous improvement goal. He said this will take a serious and long-term commitment with increased resources in budgets, staffing and infrastructure. Neil Beup also added that achieving the intended goals will also take streamlining, improvement and integrating behavioral aspects which will be particularly challenging. Referring to an article on automobile use that featured behavioral aspects, he noted the solutions must also fit economic realities if they are to succeed. He warned that ignoring behavioral aspects will lead to the growth of problems and unintended consequences for the future. Neil noted that it is more difficult to get your hands around and quantify the behavioral aspects and this difficulty needs to be addressed to satisfy the DPUC. He said it is an issue that cannot be ignored but they cannot let it inhibit the challenge it presents to the group and it will take a great deal additional work, effort and patience. It represents a new resource of low hanging fruit. Rich Steeves thanked Les and Neil for leading this effort and being a great link on behalf of the Board to the Companies in fashioning the programs. Jeff Gaudiosi also noted the operation of this committee turned out to be exactly what the Board needs and they did an amazing job. Erich Brown noted he had been involved with UTC in the late 90's and was aware of the many gains realized from behavioral changes. He inquired what behavioral opportunities might exist for companies at the small and midsize level. Neil responded they are just beginning and it is difficult for small and medium-sized companies particularly since the awareness is not yet there and they are unable to just internally hire a specific person to undertake that kind of work. Les added there is a need to look at multiple strategies to address various market segments. Kevin Hennessy commented on the need for one-stop shopping geared to small business and asked if the committee is looking at solutions in this direction. Les responded this has been recognized for quite a while and there is a need to realign programs delivering energy efficiency with other energy-related activities such as combined heat and power (CHP) or renewable energy systems. Les also informed the group that certain technologies such as LED lighting are coming online more rapidly than has been anticipated. See Les' full presentation at:  http://www.ctsavesenergy.org/ecmb/documents.php?section=15  under "Presentations" for 2007. 

Load Response and Load Management Programs. Jeff Schlegel reminded the group that a great deal of this activity involves the supplemental payments for the IS0-NE programs along with other load management activities including some that go through the EIA programs. He outlined two scenarios related to this function:

· Stay the course and continue to do what we do well.

· Bridge to the future which would entail the Forward Capacity Markets (FCM) and self fund it through to 2010. 

He went on to elaborate that this bridging would keep the current enrollees and then it would be possible to add to the 400 MW currently in place. The FCM will largely pay for that (but not fully) and it is needed to act as an insurance policy for those super high peak days when the more we have, the better. Roger Koontz inquired on the cost of the 70 kW to which Jeff responded that it was approximately $80 per kilowatt. Further discussion ensued on this topic in reference to residential air-conditioning being identified as a driver for peak demand and how some in the residential sector could be enrolled as a portion of the Home Energy Solutions program. Retention rates were also discussed noting that not many customers have been lost once they have enrolled in the program.

Evaluation. What Is Evaluation. Kim provided a presentation explaining the basics of  evaluation and noted that it is not the same as a report card where someone passes or fails, is ranked in an order and then you move on to the next topic. She likened it more to taking a physical where a variety of information is gathered, you then provide some meaning to those facts that have been gathered and finally outline a plan to improve. She explained an impact evaluation and how it begins with the gathering of factual information and then goes on to make some sense from those facts. She provided examples on the topics of participation, savings and the factors leading to it. She then explained how it is the process evaluation that answers the "why" questions such as why people do not participate in programs, what makes a program successful or not and how can the successful programs be replicated. She talked about how sometimes messages need to be changed and corrective actions for other program shortfalls. Another aspect of evaluation is to perform market studies that open up new opportunities and how they might be captured. Looking forward to year 2008 she discussed some of the evaluation needs in the residential, commercial and industrial sectors and new programs and analyses that would need to be conducted as well as conduct some follow-up on existing programs. 

Discussion ensued and because Kim had mentioned there was no response to the mini split heat pump RFP, Rich Steeves inquired that when they do send out the RFPs how many responses are typical. Kim responded that depends on a lot of factors and goes back to the infrastructure shortage questions that are starting to show up currently. She also noted they are more frequently getting junior level staff from the evaluation firms. Jeff Schlegel also added  there would be a need for more evaluation as programs expand with new technologies. Ron Araujo said that with the FCM they are seeing more regional evaluation which can work in the other direction to reduce the workload's. Jeff Schlegel noted that at one time they used to commonly get five to six responses to an evaluation RFP but now they may only received two bids for a project. Kim affirmed this saying there are few people with significant amounts of experience working in this field. See http://www.ctsavesenergy.org/ecmb/documents.php?section=28 for Kim's presentation under Evaluation-Monthly Reports for 2007.

Long Term Evaluation Needs.  It was noted that beyond 2008 it would be difficult to plan too far out in time. Rich Steeves inquired how will the evaluation activities be able to integrate with the work being done by the municipal utilities. Jeff Schlegel said one way is participation in the regional discussions. Dick DesRoches replied they need to look at participation in those evaluation activities that make the most sense for them. Mike Cassella added they had just begun their programs within the past year. Jeff Schlegel said one problem for them is that evaluation can cost as much for a small program as it does for a large one. Ron Araujo noted that there has been discussions of having the Muni's piggyback with the investor owned utilities. Rich Steeves inquired whether there have been any evaluations on the marketing and the communication programs. Jeff Schlegel responded there has not been specific evaluation on them. Rich Steeves also wondered whether the heightened awareness is due more with marketing or to the fact that the cost of electricity is approaching $0.22/kWh? Dick DesRoches noted the Muni's are different but the responses are pretty similar on baseline thoughts. Rich Steeves went on to say that the Department has $5 million for marketing but the question is what will they market and how do you spend the money if there hasn't been an evaluation. He noted that through an evaluation in connection with the Retrocommissioning Program they were able to determine how to get to the right person in the corporate structure. Art Marcelynas said there is no question they need to find out what they don't know but the information is often confusing and technical. Kim suggested there is a need for increased targeting but the targeting differs from just the overall "eligible population". Cathy Lezon requested that Kim elaborate on the relationship of evaluation and program modifications. Kim responded that overall the industry has done a poor job of it as the evaluators are not always sure how the feedback is interpreted and there is more need to know why certain recommendations are made. Evaluations should not design programs because sometimes the data is no longer valid. Cathy Lezon suggested that it could be integrated better particularly if they are able to get new data and it becomes a more dynamic process. Joe Crocco asked how they can address evaluation for the gas C&I programs so they can look for a picture of actionable information by bringing people in to help determine this as they do not have staff resources to undertake this by themselves.

Portfolio & Budget. Jeff Schlegel said it was time to wrap it up and put the pieces together and leave time for discussion on it. He said the strategy is to work on two plans concurrently:

· A 2008 plan that has: 1) base funding, EIA funding, Class III RECs; and 2) a reduced funding scenario.

· A procurement plan to be filed by the distribution companies that would include all cost-effective energy efficiency and would be layered onto the base plan

He noted that the Board had often filed two the three budgets for year as conditions changed but noted that the difference in the procurement plan is that it calls for 3, 5 and 10 year plans. This provide a much longer planning horizon and is not budget-constrained but rather a plan for the resource needs. He said a follow-on step will be to flesh out all that has been heard today and the consultants will focus on that and how the programs must evolve. By 2010 it will be necessary to be saving 200 MW annually and spending approximately $300 million. The challenge to the CEAB and the DPUC is how to fund it. Ron Araujo added that another huge constraint will be the infrastructure and there is also the concern of what the costs of that  large an effort will do to the rates. Jeff Schlegel indicated there would be a rate increase but it would be far less expensive than any of the alternatives that could be presented. He agreed the infrastructure will be a constraint but the procurement plan is an annual process and we will need to adjust as we go forward. Ron Araujo said activity shows that larger programs can already be supported. Jeff Schlegel said if the targeting becomes more specific, activity levels could go through the roof. Kim Oswald suggested some rate issues could be ameliorated through equity adjustments which might also entail changing rate design of who pays for the program cost. Cathy Lezon inquired whether there has been any investigation looking at competition between more cost-effective versus other programs. Jeff Schlegel responded not really as there are multiple objectives and we cannot just look at dollars per kW but must look at the total cost effectiveness. Further discussion ensued on the need for programs to go deeper for savings versus other factors. Roger Koontz noted to the group that it will take time to ramp up so the rate impacts will follow that but there is the potential to reap enormous economic benefits if all energy efficiency is realized. Jeff Schlegel said they will be limited by infrastructure in the first years but believes they can double the activity in a two-year period. He said that to sell their case they will need information on all the positive economic benefits. Mary Healey said they must find alternative financing mechanisms that will not impact rates. Joel Gordes described already existing legislation (PA 95-288) never placed into operation that might provide one source of such financing if some amendments are made to it. Chris James commented that it was a great discussion and he had a couple of comments he would like to make:

· In relation to Roger's comment on environmental and economic benefits, he believes that there is a large value to reducing the near term NOx emissions through an enlarged program rather than spending the money for end of tailpipe selective catalytic reduction (SCR) on small generators.

· On the insurance industry, there are many insurance products that often provide audit services and the insurers may help fill this role in relation to what will be required for enhanced energy efficiency programs.

The Board adjourned from its Retreat at 2:00 pm.
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