 Minutes 

Energy Conservation Management Board

February 9, 2005, 1:00 - 3:30 PM

Connecticut State Capitol, Room 310

Board Attendees:  Chair-Rob Earley; Rich Steeves; Tony Marone; Neil Beup; Shirley Bergert; John Mutchler; Jeff Gaudiosi; Roger Koontz; Mike Wertheimer.

Not in Attendance: Louise DiCocco-Beauton; Chris James.

Other Attendees:  Jeff Schlegel (by speakerphone) ; Jeff Pratt (by speakerphone); Mary Healey; Angela Anderson; Joel Gordes.

1. Process
Chairman Rob Earley called the meeting to order at 13:05. The agenda was reviewed and Rich Steeves requested the addition of an item on an energy report card and a "Barnes and Noble moment" to be placed in the "other" category. On a motion by Jeff Gaudiosi  and a second by Rich Steeves the minutes were approved. Richard Steeves announced  for today's meeting he has the proxies from Chris James and Mike Wertheimer. Rob Earley noted he has the proxy from Louise DiCocco-Beauton.

Robert Earley informed the Board yesterday was the kickoff meeting for the audit and  Angela Anderson, a member of the auditing team, would address the Board. Miss Anderson introduced herself as a managing director with Blue Consulting, a firm hired to conduct the management audit of the programs. She said they are looking at a May completion date and may be speaking with Board members to gain a better understanding of operations.

Board members were reminded those who were not representing public agencies would need reappointment to the Board by the Department of Public Utility Control. It was noted five board members fall into that category.

Roger Koontz reported on consultant workplans for 2005. He said the Consultant Committee will switch to a March 1st to March 1st contract year in order to make it more consistent with what actually occurs. . He said last year's plans need to be updated and will request the consultants to provide such plans within a couple of weeks and they will be reviewed prior to the next meeting. He also requested Board members who might have ideas for consultant activities to supply them to the Consultant Committee and Jeff Schlegel. He also reminded the Board they had adopted a resolution to put out an RFP to fill a consultant slot each year and this year it would be for the commercial and industrial consultant.
2. 2004 -- 2005 Planning for Future Activities

Public Input Matrix. It was noted the matrix has not yet been completed although Rob Earley said there did not seem to be a lot of controversy concerning what the content would be. He suggested it might be taken off the agenda in favor of an electronic vote prior to the next meeting.

In-Depth Program Report. This month's in-depth program report centered on the Retrocommissioning program as reported on by John Mutchler. He informed the group  the program remains on schedule and they have spent approximately $50,000 thus far. He drew the Board's attention to page 11 of the presentation which presented the flowchart for the program. He noted four of the five scoping studies have been completed and it appears as if the recommendations will find them as good candidates for retrocommissioning. He said it would take $3000 to undertake the preliminary studies with an additional $10,000-$40,000 for more detailed audits. Rich Steeves inquired what the total budget for this program has been set. John Mutchler replied it was at the $1 million level. Rich Steeves inquired how often would they encounter a $30,000 audit. John Mutchler said that would not be normal and noted the recommendations are mostly "soft" changes without a large costs involved. Rich Steeves inquired whether the benefit cost ratio would include the cost of the audit. John Mutchler said absolutely and they also need to look at the sustainability of the savings. Rich Steeves inquired whether with such a small sample would it be possible to extrapolate the results to a larger field. John Mutchler replied it would not seem to be out of the norm and savings are normally associated with the amount of square footage. Rob Earley inquired whether the cost of the audit is due to the amount of time it takes. John Mutchler replied it is mostly time but they have also gained a great deal of experience as they have proceeded. He also noted  they must go back to the original design and there is a great deal of calculation and analysis that makes it a labor intensive process. Roger Koontz inquired how they will promote the sustainability of the savings to which John Mutchler required it would be the key for program success since they need to look at four to five years of savings. Joel Gordes suggested they should possibly investigate the use of a shared savings program wherein the maintenance staff would receive a portion of the savings. Further discussion ensued on details of the Retrocommissioning program and the source of the funding for this program being derived from other existing programs such as the O&M program. Rob Earley requested that as this program is wrapping up the Board would appreciate an update. 

Logo RFP Update. Rob Earley noted the Logo RFP Committee had a brief meeting on this and UI was asked to go back to two companies to see if it was possible to further negotiate a lower rate. Tony Marone said they had asked the two companies to come back with their best price and Mason and Madison lowered their price by an additional $850 for an $11,200 bid and were the firm was selected. He said they are now looking to set a kickoff meeting with the Logo Committee and the Company possibly as early as Monday February 14th. Some Logo RFP Committee members said they would not be available for that date. On the logo prominence issue, Rich Steeves said he thought the issue will take care of itself through the Department or through the firm selected for the logo RFP.

2004 Year End Report. John Mutchler reported for CL&P noting they went over budget by 102% which he attributed to a very successful December influx in the commercial and industrial and municipal programs where projects were coming in for completion. He informed the Board they had made 140.5% of their goal on lifetime energy savings and over 160% on kW savings. He said by their calculations this would approximate an incentive level of 7.9%. Rich Steeves inquired on how they were working with the Clean Energy Fund (CEF) on renewable energy projects. John Mutchler responded that the order as it was written was not clear as to exactly how they were supposed to collaborate with the CEF.  He said they need to look at a better way to leverage technologies like photovoltaics, possibly by making conservation and load management a prerequisite for those receiving photovoltaics in new construction projects. Rich Steeves noted the CEF has approached the ECMB and does want to get together although he said he realizes the standards for the two funds are different and the Board would like to be in control of the projects. Rob Earley added the ECMB be will be asked to do more with them and he has attended meetings with Commissioner Betkoski and the CEF. He said he will sit with Lise Dondy on activities so they will be able to take it to the next step. Roger Koontz said he supports doing complimentary portions of the same projects where we can use energy efficiency to make the overall project more efficient so the photovoltaics or other technologies would carry a higher percentage of the load. Rich Steeves said CEF looks at it quite differently. Tony Marone suggested program applicants could be provided a bonus if they incorporated energy efficiency first. Rich Steeves said that would make them more of the conservation programs customer rather than a partner he also noted he has sat in on meetings of the CEF and the Science Center has approached them requesting $5 million in funding. Shirley Bergert noted they wanted ECMB to also be a source of funding for them. Rob Earley suggested that Southwest Connecticut presents a common ground for the two funds and it has been suggested  the core programs be looked at for more cooperative actions. John Mutchler said we should come up with a proposal. Rich Steeves agreed their money under the conservation program auspices would not be a bad idea. Further discussion ensued on the different operating rules between the ECMB and the CEF including points of accountability and cost effectiveness brought up by Joel Gordes.

Logo RFP Revisited. At this point in the meeting the Chairman directed the board back to the RFP issue noting a vote still needed to be taken. He did say he would've liked to see the cost of the logo project closer to a $5,000 level due to what Commissioner Betkoski had indicated. A motion for acceptance of the Mason and Madison bid was made by Rich Steeves with a second by Roger Koontz. The acceptance of Mason and Madison was approved on an 8-3 vote.

2004 Program Activities Report. The UI report was given by Tony Marone. He noted  their energy savings were at 105% of goal and highlighted such successes as completion of 407 Energy Star Homes that captured 34% of the market for new homes. He said the Smart Living Center exceeded its goal bringing in over 7,500 visitors year to date. He also noted the eeSmarts program curriculum for the six through eighth grades has been completed.

Rate Increase Issues. Discussion then turned to the report requested by Governor Rell on what could be done to cut energy expenditures in state buildings. Rich Steeves distributed a "report card" devised by the Department as an example of what they were looking for as opposed to what they had received. Rob Earley noted the report is a "to be continued " process and the report card is a way to begin the process. He noted there are questions on the way agencies get billed; questions on buildings owned versus those leased by the state and it is difficult to expect savings unless there is identification of who is the responsible agent for the energy services. Tony Marone said the blue report card devised by the Department is more what he had envisioned but they also need to have the involvement of OPM and DPW since many issues still need to be worked through. Shirley Bergert said she had reason to believe OPM may have figures right down to the group home level and it may also be possible to use the Comptroller's Office to trace certain expenditures. Roger Koontz said he agrees with Tony Marone that some members of the Board should sit down with OPM and DPW and the utilities to come up with something that makes sense. John Mutchler added the group needs to move forward rapidly to implement the report card. Further discussion ensued including aspects of a public awareness campaign and it was requested this general item be kept on the agenda.

Allocating C&LM Budget and LF-05. John Mutchler explained the proposed budget addition was put together in late January once figures became more clear from the rate reduction bond true ups. This actually provides a different effective mill rate as well. It resulted in an additional $5.7 million for CL&P and they will be working with the consultants on revisions to the budget. Shirley Bergert requested when they are doing this they look at the impact on sub group parity.

Evaluation Committee Activity. Rob Earley reminded the Board they are now more involved in the evaluation process by the order of the Department. Discussion on the BOC regional evaluation RFP process ensued leading to a motion of acceptance on the recommended firm by Rich Steeves with a second by Jeff Gaudiosi. Roger Koontz reiterated this is being undertaken because the Department ordered the Board to take a larger role in the evaluation process. Rob Earley reminded the group a separate committee was set up to deal with the actual selection and they would bring the results of their work to the Board for a vote. The motion to accept RLW's RFP response and bid passed on a 9-0-2 vote.

EnVinta Connecticut O&M Program Update. Jon Feldman of Envinta reported on the 1 to 5 program which operates under the O&M programs. He noted the 2004 program has already delivered impressive results and promises excellent returns on the money already spent. He added it has been well-received by utility customers who feel it has provided value at their facilities. Of the $340,000 spent, he claims there have been $2.2 million in savings with an overall savings to investment ratio of 6.5:1. He noted CL&P use more of a hands-off approach while UI promoted more involvement by its account managers and produced earlier savings. He hoped the Board would extend the operation of this program into 2005. Rich Steeves inquired for examples of what types of projects gave such large paybacks. Jon Feldman cited Stanley Tools who turned off a substation they did not require and also instituted an air leak detection program and turned off of fans on weekends all of which provided high savings ratios. Jeff Gaudiosi a informed the Board that  MAC had been involved from the inception of this program and from the feedback he received from his members he believes it is a great program. Roger Koontz inquired where does the funding for the program go. Jon responded much of the program cost goes into the software and time spent in training.

Legislative Session Update. Rob Earley informed the group a special hearing will take place at the Capitol concerning L&P rate increase. He noted there is also a bill that would prohibit persons who are registered as lobbyists from serving on Boards. He has also heard both of the Energy and Technology Committee chairpersons want their fingerprints on bills favorable to energy conservation. Roger Koontz informed the Board that Environment Northeast has proposed expansion of energy efficiency programs to include surcharges on the sale of oil and gas. Rich Steeves noted this may be called a tax which could be problematic for its passage and inquired whether the money would go into the same fund as the money from the electric surcharge. Roger said it would not go into the same fund but could be administered by the ECMB and this would allow joint programs where it makes economic sense. Shirley Bergert inquired if it is a tax only because it is not regulated. Joel Gordes gave a short history of the opposition of the Independent Connecticut Petroleum Association against any tax or surcharge on their products for use in conservation funds. He suggested if a portion of the collected money was also given to the LIHEAP program it would gain allies from the low-income advocacy community. Shirley Bergert noted that as much a she would like to see the conservation programs for oil and gas it may be problematic in getting passage but providing some of the money LIHEAP might pull in some of the people we otherwise might not get. Tony Marone said he had already received a message the state would continue to take $12 million per year as was done in the 2003 statute. John Mutchler said we should be mindful of unintended consequences such as shifting usage from gas to oil if the surcharge on gas was too large.

Annual Legislative Report. Paul Michaud informed the group they are near a final version of the report with only editorial and grammatical errors to be corrected at this time. Mary Healey inquired whether it says somewhere it is a ratepayer fund. Some discussion ensued. Paul said he has received a great deal of direct input from Board member's. Shirley Bergert suggested certain language be placed right up front in the report and Roger Koontz liked the cover but suggested moving the table of contents down and the gold lettering up. On a motion by Jeff Gaudiosi and a second by Roger Koontz the Board voted 11-0 to accept the final version of the annual legislative report with the added adjustments.

3. Other

OCC Proposal on Utility Voting. Rich Steeves said in answer to some questions about whether what had been sent out to the Board was complete, he was looking for counter proposals offering various shades of gray on the basic limitations on utility voting rights. Mike Wertheimer said he liked the idea. He said the statute says the Board is supposed to provide advice and assistance to the utilities and it is incorrect to have the utilities vote upon those issues. Tony Marone countered that the utilities are full members of the Board with no conditions on their status in the statutes. He said the companies don't abuse their position on the Board and it has been a very collaborative relationship with much give-and-take. He said the utilities have not been derelict in their performance and a change at this time could undermine the process. Rob Earley said Frank Johnson had told him the value of the Board is the ad hoc nature with the free flow of ideas to make our arguments more effective. Rich Steeves asked the group to specifically address the comments and noted having the utilities voting on the incentive structure seems like they are voting on their own pay raise which is a conflict of interest. He said this should be up to Board members. Mike Wertheimer noted by and large the process has worked well but there are a set of subissues in which the companies have a monetary interest. It is those issues that should be carved out when considering utility voting rights. John Mutchler pointed out each member of the Board has its own interests and felt the reason the Board has been so effective is that it has an advisory capacity but it is the Department that rules on it. Richard Steeves took issue with that saying none of the other Board members has direct financial benefits from serving on the Board except for the companies and they might like to recuse themselves on some votes. Tony Marone said the amount of interaction with the Board's consultants is not required by statute but  the companies do this to get to where we are in the process. He noted the programs and the Board operation is one of the most successful outcomes of restructuring. Jeff Gaudiosi he said he would vote against the options as they are because: 1) the Board as it is works well together 2) it is a bit late to begin to interpret the statute 3) we have begun an exhaustive look at the incentives this past year. In addition he said there is always the option for the utilities to abstain. Shirley Bergert said there are other ways to carve it out than those listed in option 2 an option 3. Mike Wertheimer said he does not have language but feels there is a need to rectify this where a party makes financial gain. Rich Steeves reiterated it is not possible to be both and advisor and an advisee and it is incorrect to vote on one's own financial impact. He noted the Board should have made this decision five years ago. Shirley Bergert said while she does support the concept of incentives going to the companies she is uneasy about having the companies having input into the incentive process. She also noted there is the ethics aspect of this to have the Board constantly review its actions and said the Companies should not vote on budgets that include utility incentives or goalsetting that leads to incentive structures. Roger Koontz also said the Board has been working well together and some parts of the resolution before them were too broad and should be narrowed to votes concerning the incentives that may give an appearance of conflict of interest. Rich Steeves made a motion that the utilities may not vote on matters pertaining to their own financial interest as included in the incentive structure. This was seconded by Shirley Bergert. Mary Healey provided some insight on to the way this is treated by corporate boards on which she has served. Tony Marone said the Board needs to look at how this would work and the constraints it may place on Board operations and felt it might compromise the utilities position on the Board. Rich Steeves voiced his disagreement with that statement. John Mutchler felt the resolution was very one-sided and said there is a need to look at it from numerous perspectives. Rich Steeves noted no other parties on the Board gain directly from their membership and votes. Tony Marone said the Board can only make recommendations but it is the Department that makes the final decisions. The motion was restated to restrict utility voting on the incentive mechanism. A vote was taken with a 5-6-0 result and the motion failed.

Rich Steeves noted CL&P has supplied the vendor list he has requested but he is still looking for the one requested from UI.

Rich Steeves, exercising a "Barnes and Noble moment" highly recommended a new book titled "The Bottomless Well: The Twilight of Fuel, the Virtue of Waste, and Why We Will Never Run Out of Energy," by Peter Huber and Mark Mills.

The meeting adjourned at 15:25.
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