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L Tumidaj to CT ECMB–February 9, 2007 

Further Review of 2007 Connecticut Gas Conservation Plans


Memorandum

TO:

Connecticut ECMB
FROM:
Les Tumidaj, ECMB Commercial & Industrial Consultant 

DATE:
February 9, 2007

SUBJECT:
Further Review of Connecticut Gas Company Conservation Plans for 2007 Commercial and Industrial programs.


The Connecticut Energy Conservation Management Board reviewed the Draft 2007 Natural Gas Conservation Plan at its meeting of November 15, 2006.  At that time, the Board found that the specific programs contained in the Plan were reasonable and should be approved, but that further investigation and planning should be conducted to meet statutory and regulatory requirements for developing an Integrated Resource Plan.   It is worth noting that there were varying perspectives among Board members concerning the nature of these requirements.  In particular, the Board strongly endorsed the discussion of the “Synergies of Gas and Electric Programs” on pages 2 and 3 of the Draft Plan and believed there were a number of opportunities for further program development in this area which have not been reviewed and presented to the Board for consideration.  As a result, the Board adopted the following resolution:

“Accordingly, the Board requests that the Companies and the Board consultants investigate the costs and benefits of adding natural gas efficiency components to the following electric programs in 2007:  Energy Opportunities, Energy Conscious Blueprint, C&I O&M and Small Business.  The results of this investigation should be presented to the Board at its February meeting.”

This memorandum provides our professional assessment of the Gas Utilities response to the resolution, the ECMB Consultants own research on this topic, and the options available for the Board’s consideration.

Original 2007 Gas Program Plan Review 
In our original review, the ECMB Consultants noted that, over all, the 2007 Plan was very similar to the 2006 Plan in scope and funding (see below).  

Originally Proposed 2007 Programs

· Low Income Weatherization and Heating Systems

· General Weatherization Program 

· CHIF Loan Program

· RCS Audit Program

· C&I Process Retrofit Pilot

The Consultants felt that the residential programs reflected a maturation of program design that was more strategic in approach.  For example, the integrated electric and gas program delivery model of the residential programs offered a more strategic and effective approach in addressing both residential customers needs and public policy goals. 

In addition, a new C&I Process Retrofit initiative was proposed for 2007 along with a modest increase in budget for the Low Income program.  The Consultants thought that the new C&I Process Retrofit Pilot was a reasonable entry step into the non-residential sectors and should provide valuable experience and program design insight going forward.  The experience gained from the pilot, along with the C&I gas market assessments called for in the Plan, would provide a basis for evolving into a comprehensive program structure with an integrated gas/electric delivery system, as is the case with the residential programs.

However, as noted in our comments, the ECMB Consultants have looked at measures and opportunities beyond what was proposed for 2007 and felt that that many of these measures and opportunities would represent the “next steps” along a path of increased conservation investment as part of a comprehensive and maturing program.    Specifically, the following candidate “next steps” for the commercial & industrial markets were noted: 

· Integrated Gas and Electric Delivery Structure for C&I Sectors

· Commercial Retrofit (Energy Opportunities)

· New Commercial Buildings (Energy Conscious Blueprint)

· Commercial Building Retro-Commissioning and Tune Up (C&I- O&M)

· Steam System and Process Heating Training

Alternative Gas Conservation Expansion Opportunities
As part of their communications with the Gas Utilities on the 2007 Plan development, the Consultants expanded on the following options for C&I program enhancements in lieu of the RFP pilot program and as the ultimate direction for program evolution:

1. Integrated Electric and Gas Program Delivery.  Delivery of electric and gas efficiency programs through the same contractor structure has proven to be a pivotal strategy for maximizing customer service and assuring that programs can be delivered cost-effectively.  The most successful multi-fuel programs in the country use this strategy in their residential and C&I efficiency programs.  Program areas most amenable to this approach include:

· New Commercial Construction

· Commercial Retrofit

· C&I Operations and Maintenance

· Small Business

2. Commercial Retrofit (Energy Opportunities).  The custom path in EO can be readily adapted to handle gas measures for C&I facilities and integrated with the electric offerings/services.  In addition, candidate prescriptive measures include retrofits for: efficient commercial boilers; digital controls for energy management, water heating systems (e.g., tankless water heaters); gas radiant heat; food service packages (e.g., efficient pre-rinse spray valves for dishwashers, efficient gas and electric fryers, convection ovens, electric refrigerators, efficient exhaust hoods, and lighting, heating, and cooling measures); and other targeted market measure packages.

3. New Commercial Buildings (Energy Conscious Blueprint).  Some of the most promising opportunities for gas savings come from use of advanced heating and cooling system improvements in high-rise residential/commercial buildings.  Such integrated gas and electric measures could be readily addressed through this program.  

4. Commercial Building Retro-commissioning and Tune-up (C&I - O&M).  Gas system retro-commissioning and other related O&M services (e.g., boiler tune-up) could be integrated with the electric O&M program, resulting in better cost-effectiveness, deeper savings, and greater attractiveness to the C&I market.

5. Small Business (Small Business Energy Advantage).  A package of prescriptive measures suitable for small commercial operations could be developed based on the experience of the Residential programs.  However, the SBEA structure, measure mix and contractor recruitment/orientation would require restructuring.

6. Steam System/Process Heating Training.  The gas program could also promote training and the use of US Department of Energy - sponsored steam assessment training and software tools.  Other opportunities for training and outreach to C&I natural gas users are available.  This could be done within the context of the O&M program.

Comparative Gas Conservation Program Models   

The Consultants provided the Companies examples of notable comprehensive and mature gas conservation programs for the commercial and industrial sectors.  These programs provide a basis of comparison for program and measure options, savings potential and budgets.  For reference, we are providing the following links to three different gas conservation/energy efficiency program models that provide a useful reference for the development of Connecticut’s C&I gas efficiency programs:

· GasNetworks (New England gas utilities): www.gasnetworks.com
· New Jersey Clean Energy Program:  http://www.njcleanenergy.com
· Energy Trust of Oregon: http://www.energytrust.org
To a large extent, all of these successful models include strategically targeted programs across all sectors, coordinate with other conservation programs, and incorporate significant program planning and evaluation efforts.  These models appear to vary primarily by the amount of implementation control retained by the utility or utilities.  The programmatic options noted by the Consultants in the previous section would be equivalent to or exceed these comparative models.

These programs have proven to be very cost-effect, with levelized costs ranging from $0.14 to $.24 per therm depending on the service area and program year.  Although these, and other gas programs examined, are located in a variety of geographic and economic settings, these programs are very similar with each other and are consistently cost-effective.

Efficiency Measure Types

The Consultants also provided the Companies examples of efficient gas measures and measure categories employed by successful programs including data on measure characteristics, typical lifespans, applications, efficiency specifications and typical incentive levels and offerings.  Typical measure categories that have proven cost-effective for most of the examined programs include but are not limited to:

· Gas heating: gas-fired boilers, boiler vent dampers, furnaces (for smaller businesses), boiler tune-ups

· Gas cooling: gas absorption chillers, regenerative desiccant units (the cost-effectiveness of these measures are best determine as part of a custom review process)

· Gas water heating: tankless/instantaneous water heaters, high-efficiency hot water tanks

· Steam trap replacements

· Pipe/duct insulation

· High-efficiency building shell/windows (for new construction)

· Custom measures (commercial systems and industrial process)

· Design incentives for new construction

· Technical assistance

Gas Plan Amendment Options

Program Design and Measure Options:

The Gas Companies have prepared alternative candidate language to the 2007 Gas Plan based on the gas conservation expansion opportunities provided by the Consultants.  These adjustments included the following:

1. Integrated Electric and Gas Program Delivery.  The alternative gas plan provides explicit language calling for integration of electric and gas delivery in the following programs, including program objectives, program delivery, overall incentive structure (prescriptive and custom approaches, marketing and market outreach.  Although offering some administrative challenges, the Companies felt that this was a manageable challenge.

2. Commercial Retrofit (Energy Opportunities).  The custom path in EO can be readily adapted to handle gas measures for C&I facilities and integrated with the electric offerings/services.  In addition, rebate measures for well-established water heating and boiler measures will be initially targeted

3. New Commercial Buildings (Energy Conscious Blueprint).  Some of the most promising opportunities for gas savings are available through integrating gas and electric energy-saving strategies into designs and equipment selections.  The incremental cost-based incentive structure will be patterned after that for electric measures.

The Companies determined that, at present, the following programs could not be reasonably integrated in the near-term due to program structural, technical and contractor issues that would require more extensive and deliberate treatment.  However, these programs are good candidates for eventual gas measure integration once the necessary assessment and program re-structuring tasks were completed.

4. Commercial Building Retro-commissioning and Tune-up (C&I - O&M).  As the Companies noted, given the intense custom engineering requirements of this program, a more deliberate and comprehensive technical and market assessment would be required.  The Consultants concur and feel that current resources are better focused on the programs above to allow the Companies to acquire the necessary technical, programmatic and delivery experience.

5. Small Business.  As noted by the Companies, the SBEA program structure and design, measure selection, and contractor selection/training/orientation is designed for electric measures.  The incorporation of gas measures, program features and contractor capabilities will require, in effect, a “re-engineering” of the program.  The Consultants largely concur with this assessment, although methods, protocols and lessons from the Residential programs could be applied to help shorten this development period and perhaps provide some measures options or package later in the year.

Program Budgeting:

As part of the alternative Plan, the Companies offer the option of re-allocating the current funding levels for C&I into, initially, the EO and ECB programs.  If focused on EO and ECB, as suggested by the alternative Plan, the Consultants feel that that budget would provide a reasonable impetus for the programs.  However, the potential for cost-effective gas conservation programs is significantly higher than the current budget allocation based on the experience of comparable and well-established programs throughout the country and in the region.  A simple comparison with other comprehensive, state-wide gas C&I efficiency programs suggests a budget range of $6 to 12 million.  However, in all of these referenced programs, reaching these budget levels required several years of program development, ramp-up and eventual maturation.  The exact nature of this opportunity would require much more detailed assessment than was possible with this review (please note that the original 2007 Gas Plan budgets for a gas market assessment study).  

Conclusions

Several near-term program opportunities exist for the CT Gas Companies to “piggy back” onto existing C&I programs currently delivered by CL&P and UI.  It is our opinion that planning and implementing supplemental gas measure installations could materialize fairly quickly (3-4 months) while not being an undue burden on the Companies.  We have previously submitted several examples of comprehensive gas conservation/energy efficiency programs across the country, which the Companies examined in their assessment of alternative planning options.  

Based on this review and the above conclusions, we believe the alternative Plan offers a better foundation for Connecticut’s long-term gas efficiency program development.  In addition, these programs, as the alternative Plan notes, could be readily scaled-up in response to increase investment in gas conservation and energy efficiency.  Increased gas conservation and energy efficiency investments would have multiple benefits within Connecticut and can certainly be planned and implemented to be cost-effective from the most important perspectives.  However, the issue of actual funding levels would require more systematic study than possible during this review and would be subject to political, regulatory and/or internal Company management deliberations and policy setting that lies outside the scope of this review.  As we had recommended previously, the ECMB may want to consider proposing a DPUC Technical Session to explore the key issues regarding increasing gas conservation and the necessary actions to launch selected “piggy back” initiatives and/or comprehensive demand-side programs.

