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DECISION

I.
Introduction

A.
Summary

In this Decision, the Department of Public Utility Control established the Connecticut Electric Efficiency Partners Program to fulfill the directives of Section 94 of Public Act 07-242, An Act Concerning Electricity and Energy Efficiency.  

B.
Background of the Proceeding

Pursuant to Section 94 of Public Act No. 07-242, An Act Concerning Electricity and Energy Efficiency (Act), the Department of Public Utility Control (Department) initiated this proceeding on its own motion to establish a Connecticut Electric Efficiency Partners Program (EEP program).  Under the provisions of Section 94, the Department is to create an application for any entity seeking approval and funding under this program by demonstrating that it has adequate financial resources, managerial ability, and technical competence and meet other specified criteria.  Specifically, Section 94 of the Act, in part, states:

. . . Starting April 1, 2008, anyone can seek Department approval and funding as a partner by showing that it has adequate financial resources, managerial ability, and technical competence.  The application must describe the services and Department-approved technologies that the partner will buy or provide and the amount of funding it is seeking.  In evaluating the application, the Department must consider the applicant’s potential to reduce overall and peak demand.  The Department must determine how much of the cost of an approved application the customer will bear and how much will be funded by ratepayers.  The Department must ensure that approved applications achieve a two-to-one payback ratio. . . 

This section of the Act requires the Energy Conservation Management Board (ECMB), in consultation with the Connecticut Clean Energy Fund advisory committee (CCEF), to evaluate and approve technologies that can be deployed by the EEP program to reduce electric demand.  The ECMB is also required to file with the Department an analysis of growth in overall and peak electric demand in the state.  This analysis should evaluate the costs and benefits of the approved technologies and suggest funding levels for individual technologies.

C.
Conduct of the Proceeding

Pursuant to a Notice of Taking of Administrative Notice, dated April 2, 2008, the Department took administrative notice of the ECMB Request for Written Comments and Public Input Meeting scheduled for September 20, 2007 at the Legislative Office Building.  The ECMB, in consultation with the CCEF and the Department, were seeking written comments and public input on enhanced demand-side management technologies that could be deployed through the EEP program to reduce electric distribution company customers’ electric demand.

By correspondences filed on November 26, 2007, the ECMB provided a report concerning “An Analysis of Demand for Electricity in Connecticut” as directed by Section 94(b) of the Act.  This report was corrected and amended on January 29, 2008.  In addition, the ECMB provided the Minutes from Public Input Session for EEP Program by correspondence filed on November 26, 2007.

Pursuant to Section 94 of the Act, the ECMB prepared its “Observations and Recommendations” filed by correspondence on December 14, 2007.  By correspondences filed on January 30, 2008, the ECMB provided two additional documents, “Public Comments and ECMB Responses” and “Recommendations for Standards of Evidence and Department Review of Proposals”, pertaining to the activities performed on behalf of Section 94 of the Act.

On December 18, 2007, the Department issued a Notice of Technical Meeting for December 27, 2007.  The technical meeting was cancelled and rescheduled.  By Notice of Rescheduled Technical Meeting dated January 17, 2008, the Department held a technical meeting at its offices on January 30, 2008.  The purpose of the meeting was to discuss the “Observations and Recommendations” filed by the ECMB on December 14, 2007.  

By Notice of Request for Written Comments dated February 15, 2008, the Department requested written comments concerning the ECMB’s documents filed January 30, 2008 entitled “Public Comments and ECMB Responses” and “Recommendations for Standards of Evidence and Department Review of Proposals.”

On March 10, 2008, the Department issued a Notice of Technical Meeting to be held at its offices on March 26, 2008.  The purpose of the technical meeting was to: 1) discuss the legislative intent of the EEP Program; 2) discuss the comments received concerning the January 30, 2008 filings by the ECMB entitled “Public Comments and ECMB Responses,” and “Recommendations for Standards of Evidence and Department Review of Proposals;”  and 3) discuss a draft prepared by ECMB concerning some generic minimum standards and potential incentive levels for three technology types (gas chillers, thermal storage, load shifting thermal storage, and photocells).

D.
Participants

The Department designated 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, Connecticut 06506-0901; and The Office of Consumer Counsel, Ten Franklin Square, New Britain, Connecticut 06051, as Participants to this proceeding.  The Department also granted Participant status to The Office of the Attorney General, Ten Franklin Square, New Britain, Connecticut 06051; Environmental Energy Solutions, Representative of ECMB, c/o Joel Gordes, 38 Brookmoor Road, West Hartford, Connecticut 06107; Representative of ECMB, Jeff Schlegel, 1167 W. Samalayuca Drive, Tucson, Arizona 85704-3224; Trane, c/o Sean Bronson and Mike Denamur, 135 South Road, P.O. Box 977, Farmington, Connecticut 06032; The Connecticut Clean Energy Fund, c/o Mary Duggan and Paul R. Michaud, 200 Corporate Place, 3rd Floor, Rocky Hill, Connecticut 06067; Caterpillar, Inc., c/o Joshua D. Hughes, Esq., 700 Plaza Middlesex, Middletown, Connecticut 06457; Direct Energy Services, LLC, c/o Christopher Hl Kallaher, Esq., 236 Huntington Avenue, Suite 306, Boston, Massachusetts 02115; Direct Energy and Ice Energy, c/o Stephen J. Humes, Esq., CityPlace I, 185 Asylum Street, Hartford, Connecticut 06103; Direct Energy and Ice Energy, c/o Grace S. Kurdian, Esq., 245 Park Avenue, 27th Floor, New York, New York 10167; Sustainable Energy Analytics, c/o Robin Kipnis, Esq., 14 Birch Street, West Hartford, Connecticut 06119; Sustainable Energy Analytics, c/o Glenn Wilson, 30 Stott Avenue, Norwich, Connecticut 06360; Connecticut Development Authority, c/o Zachary Schurin, 999 West Street, Rocky Hill, Connecticut 06067; International Dark-Sky Association, c/o Leo F. Smith, 1060 Mapleton Avenue, Suffield, Connecticut 06078; Ice Energy, Inc., c/o Gregory W. Tropsa, 9351 Eastman Park Drive, Unit B, Windsor, Colorado 80550.

II.
Department analysis

A.
Legislative Intent

The EEP Program is a coordinated effort among the Department, persons and entities providing enhanced demand-side management technologies, and electric consumers to conserve electricity and reduce demand in Connecticut through the purchase and deployment of energy efficient technologies.  The Department believes that the set of technologies that comprise the EEP program eligible technologies defined in the legislation are fairly straightforward.  The main objective of the EEP program is to support enhanced demand-side management technologies that conserve electricity and reduce electric distribution customers’ electric demand in the state, specifically, peak electric demand.  It is essential that the EEP program provide added value, as well as reduce any undue conflicts or undermining of the Conservation and Load Management (C&LM) or CEEF programs and other state or Department programs.  The Department’s focus is to develop an efficient project proposal review process, determine eligible technologies measures and incentives, and criteria for certifying partners.

B.
Structure of EEP Program

The Department envisions the EEP program being shaped into four segments in which the customers, partners, vendors and the Department form the program.  The partner can be strictly a facilitator (General Partner) of the EEP program or a vendor of a certain technology (Vendor Partner).  Any entity seeking approval to be a partner would have to apply to the Department to become certified to operate in this program.  The Department will create an application which will be available on the Department’s website.  The Department will also certify eligible conservation and load management technologies and determine standardized grants for each.  Partners would work with customers to determine the appropriate efficiency technologies for their facility.  Customers, or their partners, will then apply to the Department for grants under the EEP program.  

C.
Efficiency Partners 

The role of the partner will be a critical piece of the entire EEP program.  As mentioned above, the partner can be strictly a facilitator or General Partner of the EEP program or a vendor of a certain technology or Vendor Partner.  The partners of the program will interface with the customer so that the customer understands their usage and what strategies they can employ.  The responsibility of the partner will be to oversee those site-specific EEP program projects and to review project documentation while verifying project savings and cost-effectiveness.  The partner will also interface with the vendors to review project documentation and verify the cost-effectiveness of projects.  Eligible technologies may include those that require ongoing energy management systems.  For partners, once the technology is deployed it may be the end of their effort or it may be an ongoing process of real-time management to help the end user deploy technologies at a time when the customer and the electric system can realize the greatest savings.  As the EEP program expands, the partner should have the ability to offer a menu of technologies certified by the Department.  Monetary grants will be paid to electric customers for the efficiency technologies they install.  Partners must work out arrangements with customers to establish payment for their services. 

At this phase, no person or entity has expressed an interest or submitted a proposal to become a partner under this program.  The Department will encourage applications for entities to become partners of the program as it continues to emerge.

1.
Efficiency Partner Application Criteria

The Department seeks to create an application process for prospective applicants seeking to become partners under the EEP program.  To become a partner an entity must demonstrate that it has the technical, financial and managerial expertise to evaluate the need and cost effectiveness of conservation and load management technolgies.  The Department expects a General Partner has the ability to recommend several technologies and, therefore, will have extensive knowledge of conservation and demand response applications.  A vendor that chooses to become a partner of the EEP program will also have to be certified to market and sell its own product(s).  The Department establishes the minimum information necessary in an EEP program partner application such that it can determine the adequacy of an applicant’s financial resources, managerial ability and technical competency.  At a minimum, the Department will require prospective applicants to provide the following information on a form developed by the Department.

1. The name, title, address, phone number and email address of person authorized to make the application.

2. Whether the applicant is applying to become a General Partner or Vendor Partner.

3. A detailed description of the technologies it proposes to recommend and applicant’s expertise in these areas. 

4. Financial Information:  Provide the two most recent annual financial statements (audited if available), which shall include balance sheet, income statement, cash flow analysis and notes to financial statements.

5. Financial Information: Provide any other information or documentation that would demonstrate applicant’s financial ability or fitness to provide the services proposed.

6. Managerial Capability:  A description of the experience of the applicant and any information or documentation that would demonstrate the applicant’s managerial ability to provide the services proposed.

7. Technical Capability:  Any other information or documentation that would demonstrate applicant’s technical ability or fitness to provide the services proposed.

8. An affidavit attesting to the veracity of statements made in the application and that it will also amend its application while the application is pending if any substantial changes occur regarding the information provided in the application.

D.
Technology Grants

In the initial stage of developing the EEP program, the Department has reviewed three eligible technologies recommended by ECMB that meet the criteria established by the Act: gas-driven chillers, ice-based thermal storage and photoswitch/timing devices for area and street lighting.  In the March 26, 2008 Technical Meeting, legislators testified that the purpose of the EEP program is to reduce peak demand, as opposed to non-peak demand. Tr. 3/26/08, pp. 128‑156. Since the photoswitch/timing devices do not reduce peak demand, the Department believes that incentives for these devices are not  in accordance with the intent of the Act.  The Department below establishes a set of standard grants for the remaining two eligible technologies that were identified and recommended by the ECMB as candidates for EEP prescriptive incentives and standard criteria.  

The Department believes that project proposals that incorporate one of the eligible technologies do not necessarily need a complete review of each and every site-specific EEP project.  It is important that the EEP program be as simple and user-friendly as possible, so that potential applicants can reasonably be capable of predicting an end-result prior to applying for an incentive payment.  This approach has been successful with the distributed generation grant program (DG Program), and it is the Department’s intent to model this program after the DG Program to the greatest extent practical.  

1.  Standard Grants for Eligible Technologies

Section 94 of the Act requires that EEP program funded projects achieve at least a 2:1 payback ratio for ratepayer investments.  ECMB’s analysis of the two qualifying technologies determined that, at its proposed incentive levels, both technologies meet the required payback ratio.  The technologies are addressed individually below.

a. Gas Chillers

Gas chillers are natural gas driven devices used to provide cooling for area air conditioning applications or for industrial/commercial process applications. ECMB recommends an incentive of $400 per ton (of cooling capacity), capped at 100% of the incremental cost of the gas-driven chiller compared to an alternative code-compliant electric chiller.  ECMB states that it selected $400/ton because a prior gas chiller pilot program at a slightly lower incentive was successful, while offering approximately a 2:1 benefit/cost ratio.  ECMB Report dated March 6, 2008, pp. 4-5.  

The Department believes the recommended $400/ton incentive level is not justified at this time, for the following reasons:

· ECMB states that more needs to be known about savings, actual peak load reductions, and increased gas use by the customer to provide adequate assurance of long-term cost effectiveness;

· The $400/ton level appears to barely achieve the 2:1 benefit/cost ratio, including maintenance costs, as calculated by ECMB;

· The prior award level, equating to $386/ton, was successful in bringing at least eight projects to service, an indication that the award level may have been higher than necessary;

· Other programs intended to address peak load that have been approved by the Department, such as the DG grant program and the peaking generation projects under evaluation in Docket No. 08-01-01, DPUC Review of Peaking Generation Projects, have not come to maturity and their effectiveness in mitigating the escalating peak load has not been given an opportunity to take effect.  These programs already represent a potential ratepayer commitment of hundreds of millions of dollars;

· Gas engine driven chillers cost approximately $700/ton; therefore, the proposed incentive exceeds half the cost of the technology.  Since electric chillers cost approximately $300/ton, the $400/ton incentive pushes the incremental gas chiller cost very close to the ECMB-recommended cap;

· A review by the Department of gas chiller incentive programs in other states, indicates that $400/per ton is near the extreme high end of typical incentives offered, which range from $50 to $450 per ton, depending on the characteristics of the chiller installation.

None of the above factors is, by itself, an indication that the proposed $400/ton incentive is too high.  Taken together these factors indicate that the $400/ton level is very probably in excess of an award level that would provoke a significant market response while preserving ratepayer benefits.  The Department will therefore reduce the incentive to a level that should still provoke approximately the same market response, but provides more certainty of ratepayer benefits.  Therefore, the Department establishes an incentive of $300/ton for gas chiller installations.

ECMB recommends the following performance requirements for gas chiller technology.

Minimum Gas Chiller Performance
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Water-Cooled

   <150 tons 1.6 2.0

   ≥150 tons and <300 tons 1.7 2.2

   ≥300 tons 2.0 2.5

Air-Cooled

   Any Size 0.9 1.2

* IPLV (Integrated Part Load Value) is a standard HVAC industry metric that

 

 measures cooling equipment efficiency under various loads and temperatures.


The Department believes minimum efficiency requirements for qualifying equipment are reasonable and necessary.  The standards proposed by ECMB appear reasonable and were not opposed by any participant in this proceeding.  Therefore, the Department will use the efficiency values of the above table as the minimum standards for equipment to qualify for the EEP program.


This program is applicable both to new installations and for replacement of existing equipment.  In the case of replacements, the applicant should provide documentation that the equipment is being replaced with more efficient equipment, including measurements/calculations demonstrating the efficiency of the old equipment and new equipment, in a clear and concise format enabling the Department to easily determine that the equipment is being replaced with more efficient equipment.  As a general rule, the cooling capacity of replacement equipment should not exceed the cooling capacity of existing equipment (to prevent oversizing), unless the cooling needs of the facility are increasing.  If a facility is increasing its chiller capacity to meet increased cooling demand, the applicant should justify the increase in cooling demand by describing and demonstrating the cooling demand increase.

Because the basis for the incentive is reducing peak load, applicants are required to affirm that the equipment will be servicing cooling needs during the hours of 12:00 p.m. to 8:00 p.m., during the months of June through September.  The consultant will be retained by the Department to assist in monitoring gas chiller operations, including hours of operation, to determine the extent of actual savings to ratepayers.

b. Ice Based Thermal Storage

Ice based thermal storage devices are cooling systems that utilize an ice storage thermal unit to make ice during off-peak hours, and use the ice as a cooling source during on-peak hours to reduce electric demand.  ECMB recommends an incentive level of $950 per ton of rated capacity, for direct expansion systems greater than five tons and less than or equal to 10 tons.  ECMB states that it selected $950/ton since it ensures at least a 2:1 ratepayer benefit/cost payback ratio, and the incentive is generally less than 60% of the incremental cost of an ice based thermal storage system.  ECMB Report dated March 6, 2008, pp. 27-28.  

The Department believes ECMB’s proposed $950/ton incentive is reasonable and appropriate, since it ensures the statutory 2:1 ratepayer payback ratio is met while not overly subsidizing technology implementation.  Regarding the 5-10 ton size limitation proposed by ECMB, the Department believes it is unclear whether this restriction is too limiting to maximize deployment of this technology.  Department research indicates that 7.5 tons is a common capacity for these systems, but it has not been deployed widely enough to determine whether smaller or larger sizes may provide benefits.  Therefore, the Department will allow applications for sizes smaller than five tons and larger than 10 tons provided they meet additional informational requirements below:

· For sizes smaller than five tons, ECMB indicates that benefits decrease with size, and the incentive would cover a small fraction of the cost.  Id.  The Department will accommodate sizes smaller than five tons; however, such applications may be subject to an award less than the prescribed $950/ton.  Applicants will be expected to demonstrate ratepayer savings that enable the Department to determine the incentive required to at least achieve the 2:1 payback ratio;

· For sizes larger than 10 tons, ECMB indicates that the thermal storage unit is likely to be depleted during summer peaks before the peak period is over, so peak load will not be reduced during the entire peak period.  Id.  The Department will allow applications from sizes larger than 10 tons, provided that applicants demonstrate either: 1)  sufficient thermal storage unit capacity has been installed to provide cooling capability during the entire peak period (June – September), or 2)  if sufficient thermal storage unit capacity does not exist, applicants shall provide sufficient information to demonstrate the proportion of the peak period for which adequate thermal storage capacity exists to provide cooling, and the Department shall reduce the incentive commensurate with this proportion.

As recommended by ECMB, the awards are based on direct expansion based systems.  Systems based on other technologies will be required to submit analysis to establish eligibility, so that the Department may determine whether the technologies qualify for an incentive and, if so, the appropriate incentive level.  Applicants must control the units to make ice during off-peak periods, and melt ice to provide cooling during the 12-8 p.m. peak period, June-September.  

E.
Financing

According to §94 of the Act, the legislation requires the Department to develop a low interest loan program to finance the customer’s share of the capital cost of the technologies.  The Department can offer these loans through a mechanism in existing law, under an agreement with the Connecticut Development Authority (CDA), or through an entity chosen by competitive bid.  The financing agreements entered into with the CDA cannot exceed $10 million.  

Written comments were received by the CDA describing the financing mechanisms that can be adapted to meet the requirements of the legislation.  The legislation sets out two distinct financing mechanisms involving the CDA.  The first is a long-term, low-interest loan program, implemented by CDA, to assist certified EEP program projects with financing the customer portion of the capital costs of enhanced demand-side energy management solutions.  The second is an approved grant mechanism that the Department, with financial and technical support from the CDA, will provide to assist the development of new energy management solutions.  The CDA supplied a list of applicable financing mechanisms that can be tailored to meet the requirements of these new funding mechanisms.  As the EEP program continues to grow and more project proposals become available, the Department will continue to work closely with the CDA to specifically customize the financing mechanisms that can be employed to the benefit of the EEP program.  The EEP grant application will also include a section for customers to apply for financing.

F.
Technology Certification

The Department seeks to develop a separate application process for vendors looking to certify specific technologies considered eligible for grants and/or financing under the EEP program.  This application will require specific engineering information to determine the technical feasibility of the technology.  The application will also require cost and savings information to determine the cost effectiveness of the technology to develop standardized grants.  On an application form prescribed by the Department, prospective vendors with project proposals will, at a minimum, be required to provide the following information.

1. Applicant name, address, phone number, email contact, and location information for (1) site owner, (2) site occupant, if different, and (3) lead engineer or equipment supplier.

2. Financial Information:  A description of why the monetary rebates are required by applicant and how the funds are to be expended.  

3. The proposed grant and an explanation as to how the grant was determined. 

4. A detailed description of capital costs and on-going costs of the technology.   

5. A description of how the technology or service will benefit ratepayers, and the relevant audience the applicant is seeking to reach.  

6. Demonstrate how the proposed service or technology will reduce overall kWh and peak demand.  Provide any documentation evaluating efficiency measures and verification on the project or technology.

7. Technical Capability:  A detailed description of the technology.  Any other information or documentation that would demonstrate the technical viability of the technology.

8. Whether applicant has applied for or received other awards or funding for a similar project proposal from C&LM or CEEF.

Once the application for an EEP program partner or an eligible technology is approved, the Department will issue a decision to certify the proposed partner or technology able to participate in the EEP program.  The Department will keep an updated listing of the partners that are certified to operate in the EEP program and a menu of those eligible technologies that are available to customers.

G.
Grant Application

In addition to the EEP program partner and eligible technologies applications, the Department seeks to develop a streamlined process to enable customers or their partners to apply for standardized grants for technologies approved under Section II. F. of this Decision.  The standard application process for customer grants under the EEP program will be designed similar to the procedure for monetary grants for capital costs of customer-side distributed generation.  Customers, or their partners, will be able to apply to the Department for monetary grants or low interest financing for eligible technologies.  The Department will issue a decision that will approve the grant amount the customer is eligible to receive upon successful installation and testing.  The customer shall inform the Department after the efficiency technologies are installed, tested and placed into service.  The Department will issue grants after the project is inspected as deemed necessary by the Department.  The grants will be available for three years after the decision is issued.  If the EEP program technologies have not been installed in three years the Department may change or discontinue the grant.  All projects will be inspected by the Department or its designated agent.  As more grant applications and technology certification requests become available, the hiring of a consultant may be necessary.  At a minimum, the prospective applicants will have to provide the following information on an application developed by the Department.

1. Applicant name, address, phone number, email contact, and location information for (1) site owner, (2) site occupant, if different, and (3) lead engineer or equipment supplier.

2. A detailed description of the technology and the installed cost of the technology.

3. The number and size of the technology(ies) planned and a list of monetary grants requested. 

4. Whether applicant has applied for or received other awards or granted funding for a similar project proposal from C&LM or CEEF in the past and when.

5. Financial Information:  A description of why the monetary grants are required by applicant, how the funds are to be expended, including a detailed description of any planned capital purchases and the expected results.  If applicable, include a timeline of proposed project installations.

6. Financial Information: Whether the applicant will be applying to receive low interest financing on the project proposal being provided by the Connecticut Development Authority.  

7. Financial Information:  Whether the request for financing is required or contingent funding necessary to implement the entity’s total project.

8. Security:  Provide security in the form of a bond or letter of credit from a creditworthy financial institution naming the Department as Obligee.

9. An affidavit attesting to the veracity of statements made in the application and that it will also amend its application while the application is pending if any substantial changes occur regarding the information provided in the application.

Funding will be used for projects that provide real energy and demand savings, and meet the two-to-one payback requirement for ratepayer investments required by the Act.  The EEP program partners or vendors must maintain the technology for a period of time sufficient to achieve such investment payback ratio.  The Deparment understands that EEP program projects might consist of more than one site, rather than one individual site which may not meet the 2:1 payback ratio separately.  The legislation also states that not less than 75% of the appropriated annual ratepayer investment can be used for the technologies themselves.  It is also clear that no person can receive electric ratepayer funding through the EEP program if the person has received funding for the same specific project from the C&LM program funds.

III.
Conclusion 

In this Decision, the Department complies with the objectives of Section 94 of the Act by developing the EEP program.  At this stage, the Department has established an EEP program that sets standard grants for those technologies considered as EEP program-eligible project proposals and the criteria to become an efficiency partner.
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� Letter from The Clover Corporation dated January 16, 2007 in Docket No. 05�07-14PH01, DPUC Investigation of Measures to Reduce Federally Mandated Congestion Charges.
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