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DECISION

I.
Introduction

A. Summary 

In this decision, the Department of Public Utility Control reviews the 2001 Conservation and Load Management Budget plans of the Connecticut Light and Power Company and the United Illuminating Company pursuant to General Statutes of Connecticut §16-245m.  The Department approves the proposed 2001 budget of $86,302,666 - Connecticut Light and Power Company in the amount of $68,885,000 and United Illuminating Company in the amount of $17,417,666 - for the years 2001 and 2002 subject to the modifications discussed below.

B.
Requirements of Conn. Gen. Stat. §16-245m

This docket was conducted as an uncontested case.  General Statutes of Connecticut (Conn. Gen. Stat.) §16-245m, requires the Department on and after January 1, 2000, to assess or cause to be assessed a charge of three mills per kilowatt hour (kWh) of electricity sold to each end use customer of an electric distribution company to be used to implement Conservation and Load Management (C&LM) programs.  The electric distribution company shall establish an Energy C&LM Fund, which shall be held separate from other funds and accounts of the electric distribution company, to hold the funds collected from the three mill charge.

Section 16-245m also requires the Department to approve a plan to implement cost‑effective energy conservation programs and market transformation initiatives.  The Plan must be developed by the electric distribution company with assistance from the Energy Conservation Management Board (ECMB), which is composed of representatives of an environmental group, the Office of Consumer Counsel (OCC), the Office of the Attorney General (AG), the Department of Environmental Protection, The Connecticut Light & Power Company (CL&P), The United Illuminating Company (UI), and representatives of a statewide manufacturing association, a chamber of commerce, a statewide business association, a statewide retail organization, and residential customers. 

C.
Conduct of the Proceeding

Pursuant to a Notice of Hearing dated February 22, 2001, a public hearing was scheduled to be held on March 19, 2001 at the Department’s offices, Ten Franklin Square, New Britain, CT 06051.  By Notice of Rescheduled Hearing dated March 13, 2001, the hearing was rescheduled to April 3, 2001.  Again, by Notice of Rescheduled Hearing dated April 5, 2001, the hearing was rescheduled and conducted on May 2, 8, 11 and 30 and June 19, 2001, and continued to July 12, 2001.  The July 12, 2001 hearing was held and continued to July 13, 2001.  The July 13, 2001 hearing was held and closed.

D.
Participants

The Department recognized the following as participants to this proceeding: The Connecticut Light and Power Company, P.O. Box 270, Hartford, Connecticut 06141‑0270; The United Illuminating Company, 157 Church Street, P.O. Box 1564, New Haven, CT  06506-0901; the Office of Consumer Counsel, Ten Franklin Square, New Britain, Connecticut 06051; the Office of the Attorney General, Energy Conservation Management Board; Environment Northeast; Enron North America, Inc.; Connecticut Resources Recovery Authority; WJM & Associates, Inc.; CHW, LLC, International Dark-Sky Association, and The Institute of Sustainable Energy.

II.
Department Analysis

A. Proposed 2001 C&LM Budget and Overall Goals

On January 16, 2001, The Connecticut Light and Power Company (CL&P) and The United Illuminating Company (UI) (collectively, Companies) filed with the Department of Public Utility Control (Department) its 2001 C&LM Budget and Programs (Plan), which had ECMB consensus on the issues of program content and budgets. 

The Companies proposed a budget of $86,302,666 for 2001 (CL&P $68,885,000 and UI $17,417,666).  This compares to an approved budget of $84,096,876 for 2000 (CL&P $67,314,000 and UI $16,782,876).  The budgeted amount for 2001 is based on the three‑mill charge applied to estimated kWh sales as approved in the Decision dated October 1, 1999, in Docket No. 99-03-36, DPUC Determination of The Connecticut Light and Power Company’s Standard Offer and Docket No. 99-03-35, DPUC Review of The United Illuminating Company’s 1999 Conservation and Load Management Programs. 


According to the Companies, the overall goals of the Plan are to advance the efficient use of energy, reduce air pollution and negative environmental impacts and promote economic development in Connecticut.  Townsley PFT, pp. 3 and 4, and UI Application, p. 1.

The Companies identify specific objectives to achieve these goals:

· Lower energy costs and increase aggregate productivity through cost-effective C&LM initiatives;

· Create an energy efficiency “ethic” through communication of the economic and environmental value of efficient energy use;

· Provide a high quality program that meets customer needs and addresses market barriers to energy efficiency, especially for special needs groups;

· Sponsor Research, Development and Demonstration of new energy efficient technologies, products or processes;

· Allocate C&LM resources in an equitable manner across all customer sectors;
· Pursue uniform statewide programs between CL&P and UI;
· Increase the use of third-party planning and delivery of programs;
· Demonstrate measurable success in achieving energy efficiency goals, in term of environmental and economic betterment; and
· Seek linkages to other funds and environmental initiatives.
Townsley PFT, p. 4 and UI Application, p. 2.

The Department finds the Companies’ calculation of the total budget amount for the year 2001 to be accurate and therefore approves it.  Further, the Department believes that the goals will provide benefits to all Connecticut residents and businesses and therefore are appropriate.  The Department appreciates the efforts of the Board in reaching consensus on C&LM issues.  Except as discussed below, the Department believes that the Companies stated objectives will assist the Companies in meeting their overall goals.

The Department approves the programs and budgets of $86,302,666 (CL&P - $68,885,000 and UI - $17,417,666) requested by the Companies for the year 2001 and also for the year 2002.  The Department understands there may be some modifications from the 2001 budgets to the 2002 budgets.  The Department directs the Companies to file with the Department any major modifications made to the 2002 budgets and implementation strategies.

The Department reminds the Companies of Public Act 01-9 which requires the disbursement of one million dollars in each month in the calendar year 2002 from the C&LM fund, such amount is to be deposited in the General Fund and credited to a nonlapsing account in the Department of Public Works.  Such funds shall be available to the Department of Public Works for energy conservation projects in state buildings.  The Department orders the Companies to file with the Department their 2002 budget identifying any major 2002 modifications by January 31, 2002.

B. Year 2001 C&LM Programs

1. Residential Joint Programs


In the Decision dated May 10, 2000, in Docket No. 99‑09‑30, DPUC Review of The Connecticut Light and Power Company’s Conservation and Load Management Programs for 2000, (CL&P’s 2000 C&LM Decision) and the Decision dated June 14, 2000, in Docket No. 99‑10‑18, DPUC Review of The United Illuminating Company’s Conservation and Load Management Plan for 2000.  (UI’s 2000 C&LM Decision), the Department directed CL&P and UI to develop identical programs for its residential and small commercial and industrial customers for 2001.  CL&P’s 2000 C&LM Decision, pp. 4‑6; UI’s 2000 C&LM Decision, pp. 5‑8.  In response to this directive the Companies proposed the following joint programs for year 2000.
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The Companies state that in general, the development of identical joint programs has been successful.  However, there are some individual commercial and industrial (C&I) programs that each Company wants to retain because these programs have achieved a level of recognition, and to eliminate or rename such programs may confuse customers or otherwise prove to be counterproductive.  The Companies go on to state that differences in each utility’s market may require the use of different strategies to achieve a common goal.  As a result, the Companies request some leeway in the requirement to development of identical programs and marketing strategies.  Tr. 5/2/01, pp. 47‑55.


The Department believes that the residential and small C&I classes should be served through programs that are designed and marketed identically.  Further, to the extent possible, larger C&I customers too should be served through similar programs.  Therefore, the Companies must continue to develop joint C&LM programs for all customer classes.  However, the market for large C&I customers may require each Company to develop some unique strategies to reach their customers and serve their needs.  Therefore, the Department allows flexibility in developing and promoting programs to this class.

a. SmartLiving Catalog

The SmartLiving Catalog, offers energy efficient products at discounts off the manufacturers suggested retail prices.  The SmartLiving Catalog, which was implemented in 1996, remains an integral component of the Companies’ efforts to transform the market for residential lighting and other energy efficiency products.  CL&P and UI have offered this program jointly since 1998.

The catalog is designed to overcome the market barriers that remain in the residential lighting market, while appealing to the large segment of the residential market that shops either through catalogs or via the Internet.  However, the Companies state that as the supply of efficient lighting products being sold through retail outlets increases, it is appropriate to develop a strategy to transition the catalog away from a retail publication to one that focuses on education.  As an initial step, CL&P plans to include a pullout section for children in the Fall 2001 catalog.  Joint Program Filing, p. 2; Tr. 5/2/01, pp. 55‑73; Response to Interrogatory EL‑69.

The retail lighting market is being transformed.  Therefore, it is reasonable to gradually reduce the number of lighting products being offered through the catalog as direct retail promotional activities are increased.  However, the catalog has achieved recognition as a component of the Companies’ conservation initiatives and to discontinue its use would be inappropriate.  The Department agrees that transitioning the catalog, in an effort to build on the recognition that has been achieved, is an appropriate strategy.  Therefore, continuation of the SmartLiving Catalog is approved.  Further, Department review of the budget and targets for this program finds them to be reasonable.

The Companies are developing an educational program and since the catalog is distributed biannually to virtually every home throughout Connecticut the Companies should investigate the use of the catalog in conjunction with the educational program.  See discussion in Section K‑12 Educational Program - EESmarts; CL&P and UI’s 2000 C&LM Decision, pp. 22 and 15.  Encouraging students to seek out material in the catalog may also prove to be a cost‑effective strategy for increasing awareness of the catalog among teachers and parents.


Order No. 11 in CL&P’s 2000 C&LM Decision required CL&P to include a specific message on all future SmartLiving Catalogs.  The message, which is prominently displayed in a message box (i.e., ‘starburst’) on the front cover, was intended to make customers aware that the catalog is part of a C&LM program and that the program is funded by ratepayers.  CL&P has complied with this directive by including the message on the cover of two editions of the catalog.

As the catalog is transitioned, the Department believes that it may be appropriate to modify the wording in the message box to alert customers to featured technologies, contests, the kid’s section or other items that may be contained in each edition.  Therefore, the Department rescinds Order No. 11 from CL&P’s 2000 C&LM Decision.  However, the Department will require the Companies to continue to include the message box on all future editions of the catalog and to submit for approval the language that will appear therein.  Further, the Companies cannot reduce the size of the message box without Department approval.

b. SmartLiving Center


CL&P’s SmartLiving Center opened in September 1999 and has had approximately 20,000 visitors since that time.  CL&P’s SmartLiving Center demonstrates many of the energy efficiency lighting fixtures and compact fluorescent lamps (CFL) offered through the SmartLiving Catalog.  In addition, the center displays other energy efficiency products as well as a variety of insulating techniques for residential construction.  Visitors are provided information about the Energy Star program and label.  CL&P had planned to open an additional center in 2000 and was evaluating sites in the New London area.  However, CL&P was unable to locate an appropriate site.  Further, CL&P states that the Board believes it is necessary to evaluate the need for an additional center within CL&P’s service territory before committing to one.  The Board prefers to wait until after the UI SmartLiving Center is operational to rule on the third site.  Response to Interrogatory EL‑71; Joint Program Filing p. 4; Tr. 5/2/01, p. 80‑83.

UI states that it is nearing construction of a SmartLiving Center that will be located in Orange.  UI goes on to state that it employed the same architect and project manager who designed CL&P’s center.  The UI SmartLiving Center will incorporate renewable energy technologies in its design and construction, providing for a working solar domestic hot water system, photo‑voltaics, and a model of a geothermal heat pump.  UI states that its SmartLiving Center will focus on two goals; the promotion of Energy Star products and the retailers that stock such products as well as the use of the center in conjunction with the K‑12 EESmarts Program.  Joint Program Filing p. 4; Response to Interrogatory EL‑70; Tr. 5/2/01, pp. 74‑81.

The Department approved the construction of a second SmartLiving center and directed the Companies to work together on this facility.  See, CL&P’s 2000 C&LM Decision, p. 7.  Although at that time it was thought that CL&P would build the second center, close to UI’s service territory, the Department finds it reasonable that UI chose to site this facility in its service territory.  Further the Department fully supports the inclusion of renewable technologies in UI’s center and encourages the Board to aggressively explore demand side renewable offerings for inclusion in the 2002 budget.

CL&P’s SmartLiving Center is open seven days a week
 and although some 20,000 people have visited the center, given the number of hours that it is open, the Department believes that the center may be underutilized.  The Department believes that UI’s plan to use its facility in conjunction with the K‑12 EESmarts Program provides a cost‑effective way to increase the use of these facilities.  Therefore, CL&P must incorporate the K‑12 educational program into the design of its next center and must explore ways to modify its existing center for this purpose.

The Department believes that the Board’s action to delay construction, while evaluating the need for a third site, is prudent.  However, should the educational aspect of UI’s SmartLiving Center prove worthwhile, a third site might be justified to serve the residents and school systems in eastern Connecticut.
  The Department finds the budget for the UI and CL&P SmartLiving Centers to be reasonable.

c. Selling Conservation Programs


The Companies state that there may be an opportunity to sell their C&LM programs to other utilities and provided the following sharing mechanisms for the profit from such transactions.  CL&P proposes to direct 80% to its bottom line income, and to exclude these revenues from the calculation of its earned return on equity.  The remaining 20% would be returned to the C&LM fund.  UI proposes a 50/50 sharing to properly align shareholder and consumer risk/reward.  Tr. 5/2/01, pp. 88‑91; CL&P and UI Late Filed Exhibit Nos. 18.

Connecticut ratepayers have funded conservation programs since the late 1980’s.  Since that time the Companies have developed high quality demand side management programs and have become proficient in implementing these initiatives.  As a result, many C&LM programs can be packaged and marketed on a turnkey basis.  While Connecticut has maintained conservation budgets over the past decade, some states have not chosen to do so.  As a result, CL&P and UI’s programs may prove to be an attractive, cost‑effective alternative to developing C&LM programs for those utilities that may need to “start from scratch” or that otherwise seek to implement established demand side management strategies.

Ratepayers funded the C&LM programs while the utilities employed their expertise to design and implement them.  Therefore, a 50/50 sharing of the margin from the marketing of these programs is reasonable.  Further, exempting these revenues from the calculation of each Company’s earned return on equity should provide additional incentives to aggressively pursue marketing these programs.  Therefore, the Department approves the foregoing and the Companies are to include a summary of this activity in future C&LM filings.

d. Hot Shot Heat Pump Water Heaters

The Hot Shot program began in 1998.  Since that time CL&P has increased the annual number of units that are installed and has developed an infrastructure of installation contractors.  In addition, CL&P has worked with manufacturers in an attempt to reduce the overall cost of the unit.  As a result of these efforts, and volume purchases, CL&P has reduced the cost of the Hot Shot by approximately 25%.  Response to Interrogatory EL‑72.  A Hot Shot heat pump water heater is designed as an add‑on unit for a conventional electric water heater.  It reduces water heating costs by removing heat energy from the air surrounding a water heater tank and transferring it to the storage tank.  The Hot Shot can be attached to an existing electric water heater or installed when a heater is replaced.  CL&P continues to work closely with the manufacturer to assure that the technology performs well in the New England climate.  Although CL&P did not achieve its target for 2000, it is confident that it will meet its target 2001 goals.  In addition, CL&P will explore finance and lease options to encourage participation in this program.  The customer contribution remains at $150 of the total cost of approximately $850.

UI is taking steps to integrate this program into its service territory in 2001 and plans to introduce the unit gradually.  In addition, UI states that a large percentage of the water heaters in its service territory are designed to control on‑peak consumption.  As a result, UI wants to determine whether the Hot Shot is compatible with these controlled units before it aggressively markets the unit.  Joint Program Filing, p. 6; Tr, 5/2/01, pp. 92‑122, Response to Interrogatories EL‑72 and 73.  The goals for this program are to: increase the participation for Connecticut homes; initiate the program at UI; continue to improve the technology; increase the number of qualified installation contractors; decrease the cost of the unit by increasing the volume of sales and increase the customer contribution.

The Department believes that UI’s plan to gradually implement the Hot Shot program is prudent.  This approach allows UI to secure and train installation contractors and monitor the program to assure that the units are properly installed.  This approach is meant to reduce dissatisfaction among UI’s customers and mirrors the approach taken by CL&P when it first began the Hot Shot program.  See Decision in Docket No. 98‑11‑02, pp. 14 and 15.  UI should report its findings regarding the use of a Hot Shot in conjunction with its controlled water heaters in its next filing.

Based on the foregoing, the Department finds UI and CL&P’s targets and budget for this program to be reasonable.  As discussed in past C&LM decisions, the Companies must continue to explore ways to reduce the subsidy for this program.  See CL&P 2000 C&LM Decision, pp. 18‑20.  Pursuant to Order No. 5 in the Decision dated June 30, 1999, DPUC Review of The Connecticut Light and Power Company’s 1999 Conservation and Load Management Programs, CL&P submits quarterly reports regarding the Hot Shot Program.  CL&P provides the Department and the Board with quarterly reports concerning its C&LM programs.  As a result, the quarterly Hot Shot program report is duplicative.  Therefore, the Department rescinds this requirement.

e. Energy Star Appliance Initiative


The Energy Star appliance initiative is designed to establish high‑efficiency clothes washers and other major Energy Star consumer appliances as standard, competitive product offerings throughout the Northeast.  This is a regional market transformation initiative, coordinated by the Northeast Energy Efficiency Partnership (NEEP).  Program strategies have been developed to directly address the key market barriers.  Specifically, the Companies will offer training and education on energy efficient appliances to retailers and consumers and assist retailers with the placement of point‑of‑purchase display collateral.  Joint Program Filing, p. 8.


The Companies state that past rebates for Energy Star clothes washers have been successful in transforming the market.  As a result, the rebate for these appliances will be discontinued in 2001.  Although rebates to customers will be discontinued, CL&P will continue to provide a monetary incentive to dealers for this type of appliance.  In lieu of a dealer incentive UI plans to offer co‑op advertising to promote these washers.  The Companies will monitor washing machine sales to determine the effect of dropping the customer rebate.  Id.; Tr. 5/2/01, pp. 122‑126; Response to Interrogatories EL‑73 and 74.

The Companies plan to explore rebates for additional appliances but must determine that any new program is cost‑effective.  However, recent increases in appliance standards have resulted in many Energy Star products no longer being able to qualify for the Energy Star label.  Thus, the number of available Energy Star appliances will decline until manufacturers are able to meet the new standards.  Further, the Companies state that the new standards make it difficult to provide incentives cost effectively since the baselines are higher.  Although appliance rebates will not be offered to the general public, they will be provided to participants in the Energy Star Homes program.  The Companies state that the Energy Star Homes program is in its infancy in Connecticut, and although appliance rebates may not be cost‑effective, it is appropriate to offer rebates under the homes initiative to stimulate participation in that program.  Id.


Market transformation is the goal of many of the Companies’ programs.  Once this goal is achieved for a product or technology the utilities must implement an exit strategy.  Market research shows that Energy Star clothes washers have achieved a 21% market share in Connecticut and based on this market share the Companies plan to discontinue consumer rebates.  Although market research suggests that significant headway has been made in moving the market for this appliance technology, the Department does not agree that customer rebates should be discontinued at this time.  Therefore, the Companies will be directed to continue consumer rebates for qualifying models, reducing the rebate to $25.  The Companies’ budgets must be adjusted to accommodate this change.


In CL&P’s 2000 C&LM Decision, the Department directed the Company to implement for 2001 an appliance rebate program and to include room air conditioners.  However, as the baseline for each appliance continues to rise, the Companies have found it difficult to develop cost‑effective appliance rebate programs.  Based on the foregoing, the Companies did not implement an appliance rebate program in 2001.  Although the Department understands why the Companies were reluctant to initiate an appliance rebate program, they should have notified the Department of their intent not to proceed with the rebates.  In the future the Companies must notify the Department should a similar situation arise.

Air conditioning load drives the summer peak in Connecticut.  In turn, this demand drives the system‑wide price of energy during peak periods.  Reducing the peak demand is valuable and not fully accounted for by the Companies’ cost‑benefit analysis.  When this cost is fully recognized in the evaluation, a rebate for room air conditioners can be justified.  Room air conditioners are a seasonal item.  As a result, retailers generally sell only the models that are stocked essentially ‘forcing’ the sale of this appliance.  Tr. 7/12/01, pp. 1351 and 1352.  The Department believes it is essential that consumers be made aware of the effect that the use of this appliance has on peak demands, the price of electricity and the electric system in general.  Therefore, it is vital that the Companies target the market for this appliance.  The Companies are to develop a program to do so for 2002 and to include rebates for qualifying models.

The Department recognizes that as the baseline for appliances other than air conditioners increases, fewer Energy Star models are available.  Further, as the difference in the energy used by qualifying models declines, so does the benefit from promoting these units.  However, the Department believes that even a modest rebate provides the incentive and promotional tool necessary to direct a customer toward a more energy efficient appliance at the time of purchase.  Therefore, the Companies must implement an appliance rebate for refrigerators and dishwashers for 2002.  The value of the rebate for dishwashers and refrigerators can vary from that offered through the Energy Star Homes program.

f. Retail Lighting Program


The retail lighting program is designed to support the development, introduction, sale and use of energy efficient, high quality residential lighting products through national and local market distribution channels.  The overall goals of the program are to continue to create and sustain positive change in the residential lighting market, and increase availability, consumer acceptance and use of energy efficient hard‑wired and screw based lighting products.  The Companies will develop and implement a statewide retail program compatible with the plans of over 40 other Northeast regional electric utility program sponsors.  The regional approach will send a strong, clear, consistent message to the retail marketplace.  Joint Program Filing, p. 8.


To help improve product acceptance, the Companies provide identical point‑of‑purchase rebates for Energy Star fixtures and qualifying CFL’s.  The Companies also provide technology, program and general educational training to retailers as well as display collateral.  In‑store promotions are used to assist retailers in promoting the program and to educate consumers on the benefits of energy efficient technologies.  The Companies state that recessed can lighting represents a significant portion of the residential market.  As such, this product will be targeted for inclusion in the program in the near future.  Id.


In CL&P and UI’s 2000 C&LM Decisions, the Department directed the Companies to develop a uniform retail lighting program.  Decisions, pp. 10‑13 and 11‑14, respectively.  The Companies have complied with this directive by implementing their retail offering, a program that allows customers to purchase Energy Star lighting fixtures, at discounted prices, directly at retail outlets.  The Department believes that this program has proven very successful in transitioning the market for efficient lighting and Energy Star products in general.  The program has also served to promote an energy efficient ethic in Connecticut.  For example, some retail home centers now prominently display energy efficient lighting at the entrance to their stores.  Further, television advertisements sponsored by these retailers now feature an energy efficiency theme, inviting customers to the retail outlet to purchase energy efficient lighting, appliances and building materials.  Although progress has been made in moving the lighting market, much remains to be done.  Therefore, continuation of the retailing lighting program is prudent.  Further, Department review of the budget and targets for this program finds them to be reasonable.

g. Energy Star Homes

The Energy Star Homes Program is part of a national energy efficiency campaign sponsored by the Environmental Protection Agency and the Department of Energy.  It was created to help home builders and buyers design and construct homes that use less energy than homes built to Model Energy Code.  Beyond the marketing logos and program guidelines provided by the above federal agencies, the Companies focus on recruiting participants, training for home certification, and the provision of incentives.  Joint Program Filing, p. 13.

The overall goal of the Energy Star Homes program is to increase builder and consumer awareness and understanding of the benefits of energy efficient building practices, and to effect permanent market movement to more energy efficient residential construction in the State of Connecticut.  A key objective is to facilitate implementation of the building energy code and to develop and maintain the linkage between utility energy efficiency programs and building energy code upgrades.  For the low-income market, the goal is to make energy more affordable, thereby bringing down the overall cost of housing for the poor.

The program offers various incentives for the purchase and installation of Energy Star qualifying products such as refrigerators, dishwashers, domestic hot water systems, lighting and bathroom ventilation fans.  There are also incentives for a domestic water heat recovery coil, and for high efficiency central air conditioners.  Incentives are designed to overcome market barriers by increasing the awareness of the benefits of Energy Star Homes among market players.  In turn, this should increase the number of builders who are qualified to build Energy Star homes, and increase the market share for the Energy Star Homes Program. Id.

The Department has reviewed the target and budgets for this program and finds them to be reasonable.

h. K‑12 Educational Program - EESmarts

The vision of the energy education program is to develop an energy conservation ethic among students, encouraging both students and their parents to incorporate energy conservation practices in their schools and homes.  The short-term objective is to explore appropriate, effective methods of working with educators to gain long term support for the concepts and teachings of energy efficiency as a subject matter in the day‑to‑day curriculum. In 2001, the energy education program will work to create and test mechanisms of communication and measure their effectiveness for students in grades K-12.  Each mechanism will be designed to increase student awareness of the importance of energy efficiency and provoke student creativity to apply it to their lives.  The long-term objective of the program is to create a demand for the knowledge of energy efficiency, create the infrastructure to supply the demand and then support the demand.  Thus, energy education would become part of the curriculum.  Joint Program Filing, p. 23.

The energy education program will be marketed by the utilities’ Community Relations department, account executives, the contractors for the program, their partners, and web sites.  In addition to direct marketing and participation at select conferences, the Companies are exploring science fairs, such as the Connecticut Public Television‘s Science Expo and a statewide energy conservation poster contest.  The Companies plan to use their respective SmartLiving Center as an integral part of the program.  Id.


In the past the Companies employed an outside contractor to teach about energy conservation.  Under this approach, an instructor employed by the contractor traveled from school‑to‑school providing grade‑appropriate classroom lessons and activities.  UI conducted a formal evaluation of this program in 2000.
  Based on the evaluation, the Companies concluded that the current program was not adequate to meet the long‑term goal of integrating energy conservation into the curriculum state‑wide.  As a result, the Companies are developing a joint program for implementation in 2001.  The Companies have hired a project manager and are working with Eastern Connecticut State University to evaluate the program material as it is developed.  The program will be called “EESmarts,” and its theme will be “an energy efficiency learning initiative.”  Tr. 5/2/01, pp. 130‑140; UI Plan Appendix B.


Under the K‑12 program, material will be provided to the classroom teacher who will present it to their students.  For example, for grades K‑3 the Companies have worked with local teachers and artists to develop a storybook approach to teaching about energy, combining reading skills with energy conservation.  The Companies hope to have the K‑3 aspect of the program in place for the Fall of 2001, with the remainder to follow.  The programs will include hands‑on activities as well as visits to the SmartLiving Center.  UI cites an energy efficiency essay contest that it held in the Bridgeport school system as an example of planned activities and events.  Id.


The concept for the K‑12 program is sound; design a curriculum‑based program that will be embraced by the teaching community.  By taking this approach the Department believes that the Companies will overcome certain barriers to implementing the program, will reduce its overall cost and gain the acceptance of school administrators.  These benefits will occur because a classroom teacher, not an outside contractor, will present the material.  Further, teachers will likely seek out this program since the materials will be designed to meet curriculum requirements, such as reading, math and science, while administrators will favor the low‑cost/no‑cost nature of this C&LM offering.  If successful, the Companies will have developed a self‑sustaining program, one that only requires that support material to be update periodically.  The Department commends the Companies for its efforts to date on this program.


This program appears to be on track to meet its curriculum‑based goals.  However, the Department must insure that the program includes measures that will “make conservation meaningful” for its participants.  One way to accomplish this is to have students understand how to calculate their utility bill so as to understand the financial consequence of using energy.  Understanding a gas, water and/or electric utility bill will also advance the curriculum‑based goal for the program since interpreting the bill involves math and science.
  Therefore, the Department will direct the Companies to include this topic in its fifth grade program.  As discussed in the SmartLiving Catalog Section, the Department is hopeful that the Companies can utilize the Catalog in the K‑12 program.

The Department has reviewed the budget for this program and finds it to be reasonable.

i. Community Based Pilot Program

The Community Based Pilot Program (CBP) targets a municipality in the Company’s service territory for the promotion of efficiency and resource conservation efforts through the high-visibility support and collaboration of local officials and community leaders.  The program structure is flexible to enable the community to determine the focus and activities of the program based on its own needs and desires.  CL&P allocated $250,000 and UI allocated $338,986 of their 2001 C&LM budgets to this program.  CL&P Application, Appendix B – Attachment 1 (Revised) and Late Filed Exhibit No. 16-2.  CL&P designated the Town of Vernon as its pilot community and UI selected Hamden.  Tr. 5/2/01, p. 146 and Tr. 7/12/01, p. 1335.


In the Decision dated May 30, 2001 in the instant docket, the Department approved the Community Based Pilot Program for CL&P and UI.  Since that Decision, CL&P selected the Town of Vernon as its pilot community and UI reduced its previously approved CBP funding from $401,527 to $338,896.  The Department hereby approves CL&P’s community selection and UI’s budget reduction.

j. Low-Income Programs

The overall objectives of the low-income programs are to provide comprehensive weatherization, energy conservation and education services to reduce the energy burden on low-income customers, making their utility bills more affordable.  The Department believes that the 2001 Plans of CL&P and UI will effectively address the needs of low-income consumers. To target the needs of qualifying low-income customers, CL&P and UI have incorporated the Low-income Energy Care Program in the 2001 Joint Programs Plan. CL&P and UI 2001 Joint Programs, pp. 17-22.

Intake for program participation will be provided by CL&P and UI staffs, Community Action Agencies (CAAs), the Department of Social Services (DSS) and Infoline.  Additionally, CAAs and Infoline will perform outreach and referrals to other CL&P and UI energy-related services.  A full range of energy conservation measures and services will be delivered by CAAs or contractors through a competitive bidding process.  Training for the network of CAAs that deliver direct services will be provided by the Companies. CL&P and UI 2001 Joint Programs, pp. 18-22.

The Department considers the inclusion of the Energy Care Program as an enhancement to the intake process, providing low-income customers with expanded information and servicing.  Energy Care will enable low-income customers to engage in a referral system that can direct them to any number of available programs.

The Companies indicated that the low-income program will be fuel blind for weatherization measures as long as the gas companies continue to offer weatherization services.  To further ensure improved servicing, CL&P will implement the Neighborhood Canvassing Program, which is currently utilized by UI, and UI will negotiate a contract with Infoline to expand its servicing.  Both Companies will also implement standardized measures, institute quality control protocols, and develop joint marketing materials for low-income programs.  The Department endorses these measures as well as the extension of servicing through human service agencies. CL&P and UI 2001 Joint Programs, p. 22.

The Department also supports the combined effort of the Companies to explore initiating a low-income first-time homebuyers mortgage program in conjunction with Fannie Mae and community organizations.  CL&P and UI 2001 Joint Programs, p. 17 and p. 22.  The addition of this initiative to the program will broaden access for the low-income sector. The Department has reviewed the Low-Income budgets and considers them to be reasonable for 2001.

In the future, the Companies’ Plans should provide a description of all existing low-income programs, such as the Weatherization Residential Assistance Partnership (WRAP) and UI Helps.  Each program should be described in the Company’s individual plan, under the Special Needs section, or when jointly applicable in the Joint Programs Plan, and also referenced in the respective plan which does not provide the actual description. 

Additionally for the future, budgets for each joint program, including the Energy Care Program, should be itemized per expense line item per company and combined, and include the total budget for each company and the total combined program budget.  A cohesive detailed line-item budget format, listing general categories and supporting expenses, for each joint program should be developed by the Companies.  All joint budgets should be appended to the Joint Programs Plan and the individual Company budget should be included in the Company specific plan.

k. Modifying C&LM Programs


CL&P states that at times it may be necessary to change program incentives to customers, based on changes in key parameters such as, but not limited to, changes in market conditions, transaction costs, equipment changes, program impacts or unanticipated actions by trade allies.  If it is necessary to change incentives, the Company proposes to provide written notice to trade allies and others who may be affected with 30 day notice that the incentives will be changed.  Further, the affected parties will be invited to provide written comment on the change within that 30 days.  The new incentive would be in place effective 30 days following the comment period.  If it becomes necessary, the Company will notify the Department of any problems that arise.  Townsley PFT, pp. 5 and 6.


UI agrees with CL&P, stating that the Companies must be allowed the discretion to modify program incentives without a formal, potentially lengthy process.  UI states that in the past, it has modified the incentives when demand for a program has been greater than expected.  In these instances UI was able to broaden participation in the program and achieve high levels of savings while maintaining the program’s budget.  Although UI has not encountered problems with its customers when it has made these changes, UI believes it is best to formalize this process.  Tr. 5/8/01, pp. 421‑423.


The Companies oversee the C&LM programs and are aware of daily program activity.  As a result, UI and CL&P are positioned to react to events, such as unanticipated demand for a product or service that could jeopardize a program or its budget.  Since the Companies are charged with the prudent administration of these programs, they must be provided the necessary tools to do so.  Therefore, the Department approves the notification process noted above for use by the Companies.  However, the Companies must request Department approval to decrease those incentives, such as rebates, that have been specifically addressed in a decision by the Department.  For example, the TumbleWash rebate cannot be decreased without Department approval.
  In addition, the Board should be notified of all proposed modifications.

2. Joint Programs

a. Small Business Energy Advantage Program


As part of a joint program, Small Business Energy Advantage Program provides direct or “turn key” energy assessments and installation of energy-saving measures to C&I customers (excluding municipal and government) with an average peak demand of 100 kW or less.  Typical projects range from $4000 to $10,000.  CL&P/UI 2001 C&LM Programs Joint Filing, p. 33.


The Companies have increased marketing efforts in 2001.  The Companies will explore a variety of additional marketing strategies such as: targeting specific industries or neighborhoods; working with trade groups, chambers of commerce, the Connecticut Department of Economic and Community Development, and town officials.  The program includes an educational component to inform small business customers of benefits of energy efficiency.  Id.; Response to Interrogatory Nos. EL‑80, 81 and 83.  


The Department supports the increased marketing efforts to customers in this program.  These alternative strategies will help determine which types of marketing efforts have the greatest effect on customer participation.  The 2001 Small Business Energy Advantage Program budget is approved as submitted by both Companies.

b. Request for Proposal

Testimony indicates that the Companies strategic goal of the Request for Proposal (RFP) program is to provide mechanisms for customers and third parties to take more responsibility for the implementation of conservation projects.  The RFP structure has been developed from the Companies experience in developing and managing programs for large commercial and industrial customers. The majority of the bids received focus on specific projects on customer premises. Tr. 5/8/01, pp. 292-293.

The RFP process appears to focus on commercial and industrial customers.  The Department believes the RFP process must place additional emphasis on all customer types.  Additionally, the Companies must allow the energy service companies (ESCOs) and third party managers to operate and manage the C&LM projects.  The Department directs the Companies to expand its RFP program by specifically allowing ESCOs and third party program managers to bid on and manage all types of projects and customer classes.

3.  SEQ CHAPTER \h \r 1CL&P Commercial & Industrial Programs


Of a total 2001 C&LM budget of $68,886,000, CL&P has allocated $32,254,000 to Commercial & Industrial programs (C&I), or 46.8% of the total budget.  This is a slight absolute and relative decrease from the 2000 budget in which $32,911,000 in program funding supported 48.9% of the Company’s C&LM budget.  Docket No. 99-09-30, Appendix A; CL&P 2001 Plan, p. 10.

 
The Company’s C&LM budget funds four programs targeted at C&I customers (C&I Custom Services, C&I New Construction and Major Renovation, C&I Express Services, C&I Operation and Maintenance), two programs focused on public sector energy savings (State Buildings, Municipal), and two C&I revolving loan programs (Small Industrial Conservation Loan Program and Connecticut Hospitals Loan Association Program).  The 2001 programs are substantially similar to the 2000 programs, with no new programs introduced for 2001.  There are some minor budgetary reallocations and shifts in emphases in selected programs, as described below.  CL&P has submitted its estimates of lifetime savings of each of the programs and the results of its cost-effectiveness tests.  CL&P 2001 Plan, Appendix B, Rev.

a. C&I New Construction and Major Renovation

The C&I New Construction and Major Renovation program focuses on minimizing lost opportunities in new construction and renovation and introducing energy efficiency design and construction concepts to architect/engineering firms and other professionals in the building industry.  CL&P 2001 Plan, p. 16.  CL&P testified that the program contains an education component along with technical and financial assistance in design and construction.  During 2001, CL&P will sponsor seminars on various aspects of architectural design as well as working with professionals on improving energy efficiency in individual building projects.  Response to Interrogatory El-22; Tr. 5/8/01, p. 619.  The Department supports the educational component of this program as a way of raising the level of energy efficiency standards in building design and construction.  The Department believes that there will be more opportunities in the future for the utilities to develop and coordinate energy efficiency educational efforts with the Sustainable Energy Institute. 

b. Express Service


The goal of the Express Service program is to improve energy efficiency of C&I customers by being involved in the initial energy using equipment purchase decision in order to identify and support the implementation of cost-effective energy saving measures.  Express Service offers rebates for lighting and new motor purchases and a program to promote efficient HVAC purchases.  The proposed 2001 budget for Express Service is $3,950,000, an increase from the 2000 budget of $3,524,000.  The composition of this budget shifts toward funding medium to small C&I customers; funding for these customers rises from $1,525,000 in 2000 to $2,450,000 in 2001.  Funding for large customers falls from $1,999,000 in 2000 to $1,500,000 in 2001.  2001 CL&P Plan, p. 10.  The Department supports the shift in program emphasis toward small and medium size customers as a means of capturing greater energy savings among this group of customers.  

c. State Buildings Program


The proposed budget for the State Buildings program has fallen from $2,500,000 in 2000 to $1,000,000 in 2001.  The Company has installed about $25.5 million in energy efficiency lighting and HVAC measures since 1990, resulting in $27.7 million in savings to the State.   According to CL&P, given the comprehensiveness of CL&P’s efforts, much of the available cost-effective potential in energy efficiency measures has been achieved.  CL&P 2001 Plan, p. 20; Response to Interrogatory EL-23.  This is particularly the case since the State has exhausted its bonding moneys to fund its 50% portion of the C&LM measures funded in this program.  Since state projects must meet the same cost-effectiveness criteria, CL&P anticipates few projects will be cost-effective with 100% utility funding.  Tr., 5/11/01, p. 631.  Therefore, CL&P has oriented its efforts toward achieving energy savings in O&M procedures in state buildings. CL&P 2001 Plan, p. 20.  Given that the State has not allocated additional moneys to fund any portion of conservation projects for State buildings, the Department concurs with the Company to limit its funds to projects that meet the cost-effective test at 100% utility funding.  Pursuant to C.G.S. §16-245m, all energy efficiency projects receiving C&LM funds should be subject to the same cost-benefit criteria for program selection and implementation.  Programs funding state buildings are no exception.


The Department is aware that Public Act 01-9 authorizes the release of $12 million in C&LM funds to be allocated to finance energy conservation projects in State buildings in 2002.  The Department will be discussing the implementation of this Act with members of the ECMB during the 4th quarter of 2001.  

d. C&I Operation & Maintenance Services

The goal of the C&I Operation & Maintenance Services program is to improve the operating efficiency of C&I customer equipment to bring about energy savings.  CL&P offers audits and financial incentives for energy savings in O&M practices.  CL&P 2001 Plan, p. 19.  To determine whether participants in the O&M program maintain their energy saving practices, CL&P conducts evaluation studies.  Tr., 7/12/01, pp. 1306-1307.

The Department is concerned that O&M participants maintain their efficient practices and that CL&P conduct the appropriate follow-up on program participants to ensure the long-term effectiveness of the program.  CL&P is directed to submit the impact evaluations of the program, as they become available.

CL&P testified that participant decisions to undertake O&M efficiencies are very different from the decisions to take part in a load management program.  The decisions to adopt O&M improvements are typically made by facilities managers while the decision to participate in a load management program are typically made at the senior management level.  CL&P manages these efforts as separate programs with separate personnel.  Tr. 5/1/01, pp. 623-625.  Nonetheless, the Department believes that O&M participation offers the Company a good venue to introduce and explain its load management program offerings.  The Department urges the Company to provide information on and promote its load management programs at that time.

The Department has reviewed the C&I proposed budgets, program lifetime saving estimates, and the results of its cost-effectiveness tests.  CL&P 2001 Plan, p. 10 and Appendix B, Rev.  The Department approves the Company’s recommended budget changes for the Express Service, State Buildings programs, and finds them to be reasonable.  Changes in the total lifetime savings among the programs appear to be primarily the result of incremental budget changes, and appear to be reasonable.  Finally, all of the programs have benefit/cost ratios exceeding 1.0, and therefore are deemed to be cost-effective.  

4. UI Commercial & Industrial Programs

UI proposes a C&I budget (including funding for conservation programs for public sector customers) of $9,739,826, which comprises 62% of the total conservation program delivery budget.  This is a slight decline from 64% of total conservation program budgeted toward C&I customers in 2000.  UI 2001 Plan, p. 31; Late Filed Exhibit No. 16-2, p. 1.  Two UI-specific programs serve C&I and public sector customers, the Energy Blueprint and Energy Opportunities programs.  The cost-effectiveness of the UI C&I programs is discussed in the Cost Benefit Analysis Section below.

a. Energy Blueprint

Energy Blueprint (EB) targets C&I and public sector customers to acquire energy efficiency opportunities as they are timed naturally in the marketplace, such as new construction, renovation or equipment replacement.  EB also promotes market transformation by reducing market barriers to undertaking energy efficiency initiatives.  UI 2001 Plan, pp. 10-12. Within EB, there are several sub-programs: Premium Motors Initiative (efficient motors rebate), Cool Choice (market transformation and rebate initiative), and Design Lights Consortium (market transformation initiative for lighting design).  Id.  UI has proposed a budget of $2,125,151 for 2001, a decline from $2,463,740 expended in 2000.  UI Plan, p. 31; Late Filed Exhibit No. 16-2, p. 2.  The Department approves UI’s budget as submitted.  

The Department notes that in comparing UI’s Energy Blueprint program to CL&P’s New Construction and Major Renovation program, CL&P has placed a greater focus on the training of architects, design engineers and builders.  Response to Interrogatory Nos. EL-22 and EL-57.  UI states that, “[t]he awareness of these professionals warrants minimal training.”  Response to Interrogatory EL-57.  In contrast, CL&P has sponsored numerous presentations and seminars to architects and building professionals.   Response to Interrogatory No. EL-22.  The Department believes that in addition to working with architects and other professionals on individual building projects, the educational seminars play a positive role in raising the level of expertise in energy efficient building techniques.  As the two Companies coordinate their programs to form a statewide program for new C&I construction, the Department urges UI to examine those educational and outreach efforts of CL&P that would be useful to develop within the UI service territory.

b. Energy Opportunities

The goal of the Energy Opportunities program (EO) is to capture energy efficiency opportunities by (1) exchanging inefficient equipment, (2) improving the building shell, (3) improving energy management, and (4) introducing new energy efficiency measures. EO targets C&I and public sector customers.  UI 2001 Plan, pp. 13-14.  The proposed 2001 EO budget is $4,364,645, a substantial increase over the 2000 expenditures of $2,558,839.  UI testified that during 2001, brisk customer demand was outstripping its available incentives at its original budget.  Tr. 5/8/01, pp. 444-445.  The Department believes that given the strong demand for energy efficiency upgrades among C&I customers, the proposed budget increase is reasonable.

5. Load Response and Load Management

In an Interim Decision dated May 30, 2001, the Department approved, with modifications, CL&P’s Supplemental Support Pilot program to the ISO-NE Load Response Program, 2001 through May 2002.  The Department has required CL&P to sign up customers in the ISO-NE Load Response Program and actively promote load response participation as well as to supplement ISO-NE financial incentives to participants.  Ex. MWT-2R01, pp. 38-39.  The Interim Decision also requires UI to establish a load response program that is substantially similar to that of CL&P.  In an Interim Decision dated July 5, 2001, The Department approved specific components of the programs, including Company and participant incentives, and program budgets.  The July 5, 2001, Interim Decision approved Load Response program budgets for CL&P and UI of $615,000 and $160,000, respectively.

In addition to its Supplemental ISO Load Response program, CL&P has continued two pilot programs for load management that it initiated in 2000: Load Management Assistance Pilot Fund and Residential Load Management Services Pilot Program. Total savings in 2000 from these pilot programs totaled 0.328 MWs.  Response to Interrogatory No. EL-28.


The Load Management Assistance Pilot Fund program targets all C&I customers.  The program will offer technology workshops, educational seminars, and direct services including technical on-site assessments, sub-metering services and energy management system upgrades.  In addition to the $1,000,000 revolving loan fund established in 2000, to be used for load management equipment purchases, CL&P will establish in 2001 a $750,000 fund to be used for 50% cost sharing of cost-effective load management investments.  The program will be promoted through advertising, educational workshops, trade associations, and direct contact with customers.  CL&P stated that it would promote the program to C&I customers who participate in other programs.  Exhibit MWT-2R01, p. 38.  


CL&P has proposed the continuation of its Residential Load Management Pilot program, which targets customers with central, wall or window air conditioning.  The program will test four different types of equipment that will connect remotely with and control customers’ air conditioning and other end use equipment.  The Company will test the equipment for effectiveness and acceptance by customers.  CL&P has selected four equipment venders from which to test new equipment and software.  The Company testified that it is in the process of testing out various devices to a small group of participants before deploying them in a statewide program.  Tr. 7/12/01, p. 1318.  

Although UI has no formal load management programs it testified that it has promoted load management practices to its C&I and residential customers.  Because UI faced expensive generation for its peak load in the 1980s and early 1990s, its rate structure has been effective at flattening out summer peak.  However, since the Company no longer owns its generation, it no longer faces these price signals.  Both UI’s C&I and residential customers have significant on-peak/off-peak rate differentials.  The Company testified that it promotes its time-of-use rates to its larger C&I customers and consults with these customers about the timing of their operations to coordinate with on-peak/off-peak rates.  These efforts are not quantified through the conservation programs.  UI no longer actively markets differential rates for residential customers.  Tr. 5/8/01, pp. 433-441.  

The Department believes that load response and load management will take on greater importance, particularly in southwest Connecticut, which will increasingly face challenges in reliability and generation adequacy due to transmission constraints.  The Department has directed the Companies to actively promote load response programs, and encourages the Companies to participate with ISO-NE to refine and enhance its load response program.

The Department approves the budgets for CL&P’s two pilot programs as submitted.  The Department supports CL&P’s active promotion of its Load Management Assistance Pilot Fund program through advertising, educational workshops, trade associations, and direct contact with customers and promotion of the program to customers who participate in other programs.  The Department supports the addition of $750,000 to be used for cost sharing of cost-effective load management investments.  CL&P is directed to provide the Department with the results of the program when they become available.  CL&P is also directed to provide the results of the Residential Load Management Pilot program when they become available.  Both of these programs will benefit customers in UI’s service territory when the program is ready to be rolled out as a statewide program.  

The Department recognizes that UI has encouraged load management with its differential rates even though it has no formal load management program.  However, these efforts will not be sufficient when standard offer ends in December 2003.  When the CL&P pilot studies are completed, UI will be expected to adopt these programs to its service territory.  The Department does not intend to limit the development of load management programs to the pilots proposed by CL&P.  Given its experience with load management and time-of-use rates, UI may have important modifications to make on the pilots before they become statewide programs.  Both Companies are encouraged to think creatively to develop initiatives to reduce peak demand since it will affect consumers directly when standard offer ends. These efforts may be either in terms of developing utility demand management programs or enabling demand management efforts to be undertaken by the market.

The Companies should explore the regional dimensions of developing and marketing load response initiatives as it applies to southwest Connecticut.  The Companies are encouraged to consider reliability and regional transmission constraints when developing cost effectiveness tests and incentives.

6. Rate Design


Time‑of‑use rates are designed to impose higher charges during periods of the day when relatively higher peak demands are experienced, alerting customers to the increased cost associated with using energy during peak demand periods.  The goal of these rates is to provide the price signal necessary for customers to voluntarily curtail consumption during periods of high demand or to shift demand to off‑peak periods.  Critical to the success of achieving these goals are the price of on‑peak consumption and the time period during which this price is assessed.

Currently, each Company offers time‑of‑use rates.  However, these rates were designed when the Companies owned, and planned the construction of, generation assets.  As a result, the on‑peak periods and their related charges were established to reflect the cost structure of a vertically integrated utility.  In 1999 the Companies divested their generation assets and a market‑based energy pricing structure was implemented.  As a result of these events the Department believes that the Companies’ time‑of‑use rates may not reflect current market conditions for generation.  For example, CL&P’s Rate 7, Residential Time‑of‑Day Electric Service, establishes the on‑peak period as weekdays, 8 am to 8 pm EST, while Rate 55, Intermediate Time‑of‑Day Electric Service, defines the peak period as 7 am to 11 pm.  Department review of ISO hourly energy clearing prices finds that peak prices are not generally experienced for the 12 or 16‑hour periods reflected in CL&P’s rates.

The Department believes that properly designed time‑of‑use rates may provide a cost‑effective load management tool.  However, based on the foregoing, the present rates may need to be redesigned to reflect current market conditions.  Therefore, the Department directs the Companies to examine this issue and to report their findings to the Board.  If deemed appropriate, a time‑of‑use rate program should be proposed in each Companies’ next §16-19 rate proceeding.

7. Research Development and Demonstration

Conn. Gen. Stat. § 16-245m recognizes the public benefit of providing funds for innovative research, development and demonstration (RD&D) projects related to energy efficiency and the environment.  In the year 2001, the Companies are participating in one common RD&D program.  The Companies testified that the public benefits of the 2001 RD&D program include enhanced environmental quality, reduced energy consumption, improved system reliability, and sustainable reductions in energy costs to ratepayers across all customer classes.  In addition, the program advances economic development in Connecticut, by directly supporting and encouraging the growth of research activities within the state and through public-private partnership demonstration programs that can enhance the energy efficiency, productivity and competitiveness of commercial and industrial facilities in the state.  CL&P Application, p. 41 and UI Application, p. 21.

CL&P testified that its year 2000 RD&D start-up efforts were very successful and will continue to build from this foundation in the year 2001.  In 2000, CL&P assembled the RD&D team, initiated a Policy Working Group (PWG), issued its first Request for Proposal, and selected an initial portfolio of projects.  The PWG and Company will continue to evaluate and select projects.  For 2001, CL&P will fund the RD&D effort by an increased percent of its total budget.  Furthermore, UI intends to fund the RD&D effort by contributing to the CL&P RD&D program.  CL&P Application, p. 47.

CL&P states that one significant change in the 2001 RD&D program is that CL&P will be responsible for the management of fourteen projects funded in 2000 to ensure they are meeting expectations.  In the year 2000, there were no projects to manage from the previous year.  Additionally, CL&P is expecting an additional $1,000,000 of RD&D funding from UI.  UI recognized that it did not have the resources, experience, nor expertise to conduct an extensive energy efficiency RD&D Program.  CL&P invited UI to discuss mutual plans and goals early in 2000.  At that time UI realized that participation with CL&P would be the most effective way to meet its RD&D responsibility.  Participation with CL&P would provide great leverage for UI’s customers by increasing the size and scope of the program, while minimizing UI’s administration and overhead costs.  One UI member has served on the RD&D PWG, a ten-member oversight committee, since its inception last year.  UI Response to Interrogatory No. EL-45.  Furthermore, CL&P intends on working collaboratively with the Connecticut Clean Energy Fund (CCEF) to leverage an additional $1,000,000 and plans to obtain supplementary funding from private and federal sources.  With this additional funding, the RD&D Program will be able to manage the 2000 projects in 2001.  The additional funding levels also serve to support demonstration projects that are more costly than Research and Development projects.  Response to Interrogatory No. EL-64.

The Companies RD&D budget as originally filed total $6,812,866 ($5,543,000 for CL&P and $1,269,866 for UI).  UI later reduced the proposed RD&D budget from the $1,269,866 to $390,382.  UI testified that this reduction is a result of the Energy Opportunities and Hot Shot programs experiencing stronger demand than anticipated coupled with the implementation of the ISO Demand Response program.  Along with these increases in specific programs, UI reduced its Management Incentive and Monitoring and Evaluation costs.  Late Filed Exhibit No. 16.  In order to fund the Sustainable Energy Institute at Eastern Connecticut State University, CL&P revised its RD&D budget amount from $5,543,000 to $5,343,000.  Late Filed Exhibit No. 21-RV01.  This reduced the Companies total RD&D budget to $5,733,382.

CL&P’s proposed 2001 budget as originally filed for RD&D is approximately 8% ($5,543,000/$68,885,000) of the total budget as compared to 6.3% of the total budget for 2000 ($4,226,000/$66,608,000).  CL&P Application, Appendix B – Attachment 1 (Revised).  CL&P later revised its proposal and reduced the 2001 budget for RD&D to approximately 7.8% ($5,343,000/$68,885,000).  Late Filed Exhibit No. 21-RV01.

UI’s proposed 2001 budget for RD&D as originally filed is approximately 7.3% ($1,269,866/$17,290,372) of the total budget compared to approximately 1.5% of the total budget for 2000.  UI Application, 2001 Conservation and Load Management Budget, p. 31.  UI’s revised proposal reduced the 2001 budget for RD&D to approximately 2.3% ($390,382/$17,290,372).  Late Filed Exhibit No. 16.

The Department approves the Companies RD&D program and budget for 2001.  The Department commends CL&P for its year 2000 successful RD&D efforts.  In addition, the Department notes that in 2002, it is important that UI begin contributing to the CL&P RD&D program.  This contribution will help UI meet its RD&D responsibility.  Participation with CL&P will provide UI a unique opportunity to increase the size and scope of its program and minimize UI’s administration.  The Companies’ efforts should be effective in facilitating energy efficient technology and promoting economic development in Connecticut.  The Department would like to see evidence of tangible benefits to Connecticut customers for these RD&D initiatives.  The Department directs the Companies to develop and submit the specific goals and targets they are using to evaluate the performance of its research efforts.  The Department will review the results at the time of the Company’s 2003-2004 C&LM filing.

C. Cost Benefit Analysis

1. Similarities in Companies’ Analyses

The Companies submitted a similar Cost-Benefit Analysis (CBA) of their 2001 C&LM programs utilizing the UI CBA model introduced in its last C&LM filing in Docket No. 99-10-18.  The CBA includes the Electric System Test and the Societal Test.  Each Company used its system data to estimate Transmission and Distribution savings and used its company discount rate to determine present values of cost and savings.

The market price forecast of generation services employed in the analysis was approved by the Department on July 7, 1999 as part of its Decision in Docket No. 99-02-05, Application of The Connecticut Light and Power Company for Calculation of Stranded Costs.  CL&P Application, Exhibit MWT-2, p. 50. 

The Companies made one revision to the forecasted value of electric savings to reflect current information regarding the regional hourly market clearing price of energy.  The relatively high prices that had occurred during periods when supply was limited indicate a significant value of generation capacity was not recognized in the initial years of the Department’s market price forecast.  Therefore, the capacity price component of the 2001-2004 forecast was revised to account for the value of capacity during periods of peak demand.  CL&P Application, Exhibit MWT-2, pp. 50-51.  UI testified that the Companies worked together on the methodology and that UI utilized the same procedure as CL&P.  Tr 5/8/01, p. 316.  The value of generating capacity was increased to $6.71/MW for years 2001 through 2004.  UI Application, p. 49 and Late Filed Exhibit No. 13.

2. CL&P Programs

All CL&P programs, except the state-mandated Energy Conservation Loan Program and the Residential Audits program, are cost-effective under the Total Resource Test.  Tumble Wash and the WRAP programs do not pass the Electric System Test (EST) with both programs having a Benefit-Cost Ratio (BCR) of 0.70.  Failure to pass the EST is attributable to the fact that significant expenditures are directed toward measures that produce fossil fuel savings that are accounted for in the Total Resource Test.  Overall, the CL&P programs are expected to produce benefits approximately twice the value of expenditures, equal to a net electric savings of $62 million.  Application, MWT-2, p. 52.  The results of CL&P’s cost benefit analysis (CBA) revision of March 26, 2001 show the overall BCR of the Total Resource Test to be 2.1 and of the Electric Test to be 1.9.  

The Department reviewed the cost benefit analysis (CBA) of each Company.  Under the EST, CL&P’s total savings are projected to be $131 million and exceed the CL&P $69 million budget, including the management incentive and ancillary funding, by $62 million as claimed by CL&P.  The Department finds that CL&P’s 2001 C&LM programs should be cost effective and therefore will approve the budgets as proposed.  Although Tumble Wash and the WRAP programs are not cost effective under the EST, these programs provide other benefits and therefore the Department will allow the programs to continue.
3. UI Programs

UI submitted a revised budget in Late Filed Exhibit No.16-2 showing eight programs representing 21% of its total budget as not being cost effective under the Electric System Test.  The non-cost effective programs include three residential programs, Energy Star Homes, Residential HVAC, and Hot Shot, three commercial programs, Premium Motors, Cool Choice, and Third Party RFP, and two special needs programs, K-12 Education and UI Helps.  

UI Helps is a mandated program that serves low income customers and passes the Societal Test. Energy Star Homes also passes the Societal Test.  Both programs and Residential HVAC, Hot Shot and K-12 Education are joint programs also offered by CL&P.  The Department expects these programs to generate more savings than UI projects as the two Companies develop the programs together.

The RFP program is a joint program but UI’s cost effectiveness is almost four times less than CL&P’s.  The Company testified that this is due the program being new, competition from other UI programs and the lack of publicity.  Tr. 5/18/01, pp. 298-300.  Premium Motors, which passes the Societal Test, and Cool Choice have had their combined budgets reduced by 61% from last year and function as a regional market transformation initiative to influence suppliers, distributors, contractors and end-users.  C&LM Plan, p. 11.

The Department finds that the non-legislative programs and non-start-up programs have low cost and potential for additional savings.  The Department will order the Company to justify continuation of Premium Motors and Cool Choice programs if they are not cost effective in 2002.

Under the EST, UI’s total savings are projected to be $25.4 million and exceed the UI $17.3 million budget, including the management incentive and ancillary funding, by $8.1 million.  The overall EST CBR is 1.47.  The Department finds that UI’s 2001 overall C&LM budget should be cost effective and will approve the budgets as proposed.
In its next filing, UI shall include a description of each program in its Comparison of UI Conservation Programs similar to the brief descriptions in CL&P’s Application, Appendix B-revision dated 3/26/01.  The Companies will also file a program summary containing the details illustrated in UI Late Filed Exhibit No. 12.


In the next filing, the Companies shall jointly explain why the CBR of joint programs are different.  All program names will be consistent throughout all filed documents, including budgets, workpapers, spreadsheets and analyses.

D. General Advertising

1. Joint General Marketing Campaign– 2001


To date neither Company has developed a catchphrase for use in promoting C&LM.  Although the Companies agree that developing an “energy efficiency ethic” among Connecticut residents is the shared goal of these programs, it is unclear whether that phrase should be adopted as a slogan.  Tr. 5/2/01, pp. 55‑58.


The C&LM budget supports general awareness advertising as well as promotional material for each program.  However, none of this material includes the use of a conservation‑related slogan.  The Department believes that the Companies can further the goal of developing and energy efficiency ethic by adopting a slogan for use with their promotional literature.  Further, since the budget includes spending for advertising, adding a slogan can be done cost‑effectively.  Based on the foregoing the Companies will be required to develop a common slogan for the C&LM programs to be implemented in January 2002.

The Department considers the Companies successful in working together to create a joint marketing campaign.  However, the Department believes that in addition to developing an energy efficiency ethic, media advertising should focus more on ways in which savings can be realized by residential and business consumers.  Marketing efforts concentrating on citing instances where energy efficiency measures were actually implemented, such as the commercial referencing the Connecticut yogurt company, would direct consumer attention to immediate benefits of energy efficiency and conservation and solicit program participation.

Currently, there is no comprehensive system in place by which the Companies can track the overall effectiveness of all advertising methods utilized in the joint campaign.  Although the Companies do have access to reporting from the media buyer on audience reach for media advertising, information related to overall advertising methods is not reported in an organized manner.  Tr.  5/8/01, pp. 261-263

Therefore, the Companies need to develop a system to be able to identify what the actual sources of customer awareness for conservation programs are.  In developing the system, the Companies should employ all available tracking mechanisms, such as calls to 877-WISE USE and the individual Companies’ telephone numbers and website hits, for use in determining the cost-effectiveness of the marketing campaign and overall effectiveness of specific marketing methods whenever possible.  

Although the Companies did not include a description and budget for the 2001 Joint Marketing Campaign in the Joint Program Plan, the Companies indicated that the description was intended to be included as part of the Joint Plan.  Tr. 5/8/2001, p. 253.  It was, however, provided at Department request.     Response to Interrogatory EL-103 and Late Filed Exhibit No. 7.  For the future, the program should also be referenced in each Company’s individual plan as well. 


During the hearing, the cost of printing four-color collateral material was discussed.  The Department is concerned with the increased costs related to four-color.  This concern is characterized by CL&P’s brochure using energy efficiently, with an eye on the environment at a cost of $5.00 each, for a total cost of $30,000. Tr. 5/8/01, pp. 277-280.  Though the intended purpose of the brochure was in line with the general objectives of the marketing campaign, the Department considers the cost difficult to justify for a mailing list comprised of only 6,000 targeted individuals. The Company indicated that the increased cost of four-color was minimal (approximately five percent) based on a project-by-project and quantity basis.  For the future, the Department will recommend that CL&P and UI, as well, use two-color rather than four-color unless a particular need for four-color can be demonstrated.

Another issue discussed was the potential use of generic publications on conservation/energy efficiency, available through an outside source that can be customized by incorporating individual company logos.  UI utilizes a generic brochure that specifically addresses energy savings for small businesses.  Although not familiar with the publication, CL&P indicated its intention to explore the cost-effectiveness of also utilizing generic materials. Tr. 5/8/01, pp. 290-292.  The Department believes that the use of generics may reduce production costs for the Companies.
Review of the Joint General Marketing Campaign budget by the Department determines it to be acceptable at this time.  Without a comprehensive tracking system in place to monitor the effectiveness of specific marketing methods in disseminating conservation information to consumers, justification for the 2001 expenditures cannot be substantiated.  However, the Department recognizes that the educational nature of the marketing campaign makes it difficult to determine value relative to expenditures.  It further recognizes the significance of consumer education in creating an overall awareness of conservation programs and an energy efficiency ethic.  The Department will require the Companies to develop a tracking system that will provide a functional mechanism for validating expenditures.

In CL&P’s September 17, 2001 written comments, the Company requested a technical conference to address general advertising issues.  The Department will hold a technical meeting for the limited purpose of addressing the companies’ general advertising and collateral material used to promote C&LM programs.  If needed, the Department will reopen the instant docket for the sole purpose of addressing issues related to advertising and promotional material.

E. Management Performance Incentive

1. 2000 Incentive

CL&P earned a significant portion of the performance for its efforts in 2000 allowed in Docket No. 99-09-30 and requests approval of that incentive by the Department.  CL&P met at least the minimum goal to earn an incentive on all its programs except Hot Shot Heat Pump, Residential Audits and Express Services.  The total incentive earned for 2000 was $3.58 million or 6% of total expenditures.  MWT Testimony, p. 7; Exhibit MWT-5, Revised.

UI met the goals in 2000 to earn an incentive on all its C&LM programs for a total incentive earned of $1,177,783 or 7.5% of total expenditures.  Response to Interrogatory EL-56.

The Department has reviewed the documentation filed and approves the performance incentive earned by CL&P and UI in 2000.

2. 2001 Incentive

In the May 10, 2000 Decision in Docket No. 99-09-30 and the June 14, 2000 Decision in Docket No. 99-10-18, the Department approved a pre-tax performance incentive for the Companies according to the following schedule:

Performance Index Achieved %

Pre-tax Incentive % of expenditures


70-74






2


75-79






3


80-89






4


90-99






5


100-109





6


110-119





7


120 and up
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CL&P and UI propose to continue the incentive schedule approved in Docket Nos. 99‑09‑30 and 99‑10‑18 for 2001.  CL&P originally requested that for 2001 the Company be permitted the potential to earn the full management incentive fee of $5.103 million or 8% of total expenditures.  CL&P included the $5.103 million its 2001 C&LM budget.  MWT Testimony, p. 7; Exhibit MWT-2, Table A and p. 54.  CL&P later revised the budgeted incentive to 6% of total expenditures or $3.827 million, a reduction of $1.276 million.  Response to Interrogatory EL-44; Late Filed Exhibit No. 21.  UI originally requested an incentive fee for 2001 set at $1,269,657 or 8% of total expenditures.  UI later revised the incentive to 6% of total expenditures or $970,210, a reduction of $299,447, which is available for program funding.  The Companies agree that it is appropriate to use the program targets to budget the management performance incentive based on meeting the program goals.  UI Application, pp. 25 and 31; Response to Interrogatory No. EL-55; Tr. 5/11/01, pp. 504 and 565.


Both Companies believe that their 2001 C&LM programs content and structure warrant continuing the same incentive for 2001.  CL&P implemented the 2000 C&LM programs with a total of 113 staff and vendor personnel.  CL&P expects to continue to expend a considerable amount of effort in 2001 to spend the C&LM budget, implement new programs and achieve the targets as proposed.  CL&P anticipates total staff and vendor personnel to be 125 at the end of 2001, however, as of May 2001 there were only 112 personnel.  In addition, 2001 kWh savings goals are 10% above actual 2000 kWh savings.  Therefore, CL&P believes that its proposal sets very high targets to achieve the maximum incentive.  Response to Interrogatory EL-32; Late Filed Exhibit Nos. 20 and 22.  UI stated that its 2001 C&LM proposal increases annual energy savings targets by 13% over 2000 targets.  Response to Interrogatory EL-48.

In the last Decision, the Department stated that it may be appropriate to base the management performance incentive in the future on criteria other than kWh savings.  Therefore, the Companies were directed to propose alternative methods with the Application.  Docket No. 99‑09‑30, Decision, p. 51 and Order 9.g; Docket No. 99‑10‑18 Decision, p. 36 and Order 11.i.  In conformance with the Decisions, CL&P and UI propose that the incentive for residential and commercial/industrial programs would be weighted among the total program expenditures and individual programs as follows:

Program
CL&P
UI

Performance Metrics
Weight
Weight

Residential Programs



Total Electric Savings from all Residential Programs
35.0%
33.0%

Number of Energy Star lighting products rebated through all residential programs, with at least 14% for CL&P and 44% for UI, being recessed cans and portable fixtures
5.0%
4.0%

Market share of Energy Star homes completed or committed
4.5%
2.0%

Number of Low Income Program participants
5.0%
2.0%

Savings achieved through Community Based Program (CBP)
0.5%
(1)

Commercial/Industrial Programs



Total Electric Savings from all C/I Programs
49.5%
55.0%

Savings achieved through HVAC/Cool Choice Program
0.5%
(1)

Number of Small Business Participants
N/A
3.0%

Number of Design Lights demonstration projects
N/A
1.0%

(1) Savings included at sector level.

Source: Exhibit MWT-2, p. 54; UI Application, pp. 24-29.

Subtle changes from the incentive structure for 2000 include the addition of key performance indicators and weighted performance incentive metrics.  The Companies worked with the ECMB consultants to develop performance incentive metrics that are aligned with overall program objectives.  Performance metrics are measurements that would be used to actually drive the incentive payouts under the performance incentive plans and include both sector‑level kWh savings goals as well as program‑specific participation goals.  Performance indicators are measurements regarding various facets of program effectiveness.  They are used for tracking and one day may become performance metrics.  The difference between the two is the level of interest and importance of the measure as a program goal.  For example, you could measure customer participation and kWh savings.  One you could track as an indicator, the other you could measure as a metric and base the incentive payment on it.  UI stated that the general consensus of the Board was that the programs need to be focused on resource acquisition, therefore, most of the program incentives are kWh based.  UI Application, pp. 24-29; Exhibit MWT-2, Table D; Tr. 5/8/01, pp. 334-337; CL&P Brief, p. 10.

CL&P proposes that the Community Based Program (CBP) be eligible for a bonus incentive of $0.0021/Lifetime kWh for all kWh saved in CBP once residential and C&I sector savings metric thresholds are met (reach 70%).  The HVAC/Cool Choice Program would also be eligible for a bonus incentive of .5 x program kWh savings resulting from tier 2 units once the lifetime kWh threshold is achieved.  Exhibit MWT-2, Table D.  However, the bonus incentives would still be included in the 8% cap in total incentive for residential programs and C&I programs, respectively.  Response to Interrogatories EL-37 and EL-38.  Based upon the percent of the target goal achieved, the incentive amount will be adjusted up or down according to the incentive schedule presented above and the ratio of total actual expenditures to total budgeted expenditures.  Exhibit MWT-2, p. 55.

UI proposes that the CBP be eligible for a bonus incentive of $0.01/annual kWh for all kWh saved in CBP once residential and C&I sector savings metric thresholds are met (reach 70%).  The HVAC/Cool Choice Program would also be eligible for a bonus incentive of 1.5 x program kWh savings once the annual kWh threshold is achieved.  However, the overall incentive that UI could earn would still be capped at 8%.  UI Application, p. 25; Responses to Interrogatories EL‑52 and EL53.


CL&P and UI also believe that it is appropriate to continue to apply a management performance incentive to C&LM overhead and administrative expenses.  These expenditures are necessary for the Companies to effectively implement high quality conservation programs.  Since these costs are necessary for the Companies to achieve the performance goals, they should be included in calculation of the management performance incentive.  Response to Interrogatory EL-97.

The Department also ordered the Companies to explore, with the assistance of the ECMB, the most appropriate method of incorporating customer awareness into the management incentive fee and put forward a proposal with the Application.  Docket No. 99‑09‑30, Decision, p. 50 and Order 9.f; Docket No. 99‑10‑18 Decision, p. 35 and Order 11.h.

CL&P and UI worked with the technical consultant to the ECMB in developing the management incentive.  The ECMB and the Companies agree that it is premature to establish an incentive metric in 2001 based on public awareness because it is a tough thing to define and consistently measure.  CL&P proposes to develop an index of customer awareness of programs for measurement of program performance in 2002.  During 2001, CL&P and UI will survey and track customer awareness to provide baseline measurement of customer awareness of C&LM programs in order to establish a benchmark to measure performance in the future.  The Companies have put together a report that summarizes the findings before and after the Companies’ general awareness campaign.  The report documents a substantial increase in customer awareness.  Exhibit MWT-2, p. 55; Responses to Interrogatories EL-36 and  EL-51; Late Filed Exhibit No. 14; Tr. 5/8/01, pp. 330-333.


The ECMB supports the establishment of achievable but strenuous performance goals for each program.  The Board and Companies have worked extensively on specific performance metrics and performance indicators, and have considered incentive metrics that are based on more than energy savings alone.  The Board believes it is most appropriate to base many of the incentive metrics on energy savings given the primary objective of the programs, and considering that savings are closely linked to participation and based on prior evaluation results.  Therefore, the majority of the proposed incentive metrics for 2001 are based on savings.  The ECMB and the Companies agree that it is premature to begin to base the incentive on public awareness of C&LM in 2001.  ECMB January 16, 2001 Letter, p. 9.


After extensive discussions among Board members and consultants and exploration of other options, the majority of the Board believes that the incentive metrics that appear in the CL&P and UI incentive mechanisms, including kWh savings, are the most appropriate to use at this time.  Id.

AG believes that the Department should reject the Companies’ performance incentive proposals and require that those moneys be spent on C&LM projects.  Because the Companies are regulated distribution companies required to implement C&LM programs, they should not be allowed to retain some of the C&LM budgets for doing what they are required to do.  In addition, AG believes that the Department should not approve incentive payments for non‑program related costs such as administration and planning.  AG Brief, p. 14; AG Reply Brief, p. 4.

The Department approves the performance metrics as proposed by the Companies in their applications (see performance metrics table above).  The Department believes that much of the work to implement C&LM programs has already been done.  However, new programs are still coming on line and the Companies are working hard at modifying more programs into joint programs.  The Department agrees with the Companies at this time that the overhead and administrative costs contribute to the Companies attaining program performance targets.  Therefore, it is appropriate to include overheads and administrative costs in the calculation of the management performance incentive.  The Department will not pursue the issue of including customer awareness as a component of the management performance incentive at this time.  The Department will order the Companies to include the results of the 2001 customer awareness survey in its next C&LM filing at a minimum as a performance indicator.  However, the Companies and the ECMB should strive to find a way to incorporate customer awareness as a performance metric.  The Department believes that a maximum incentive percentage to be earned of 8% is still reasonable.  However, the Department also believes that the thresholds should be raised so the Companies have increased incentive to work harder to achieve a greater management incentive.  Because the Companies have made progress in implementing more joint programs (see discussion on joint programs) the Department approves the incentive payout schedule for each company as follows:
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The Department agrees with CL&P’s and UI’s revised proposals that it is appropriate to fund the management performance incentive at 100% of goal, because that is the budget for the C&LM programs.  It is not reasonable to plan on spending 100% of the budget to achieve 100% of the goal, yet budget the incentive based on spending 100% of the budget to achieve more than 100% of the goal.  At 100% spending reaching 100% of goal, CL&P would earn a pre‑tax incentive of $3,189,150, 5% of C&LM expenditures, compared to $5,102,640, 8% of C&LM expenditures; UI would earn a pre‑tax incentive of $793,536, 5% of C&LM expenditures, compared to $1,269,657, 8% of C&LM expenditures.

3. Reallocation of Conservation Budget

CL&P proposes to reallocate the incentive funds of $1.2 million and the $379,000 remaining C&LM fund balance from 2000 for the following programs:  Retail Lighting - $328,000, Geoexchange - $300,000, Energy Advantage - $500,000, Custom Service - $342,000 and C&I New Construction - $200,000.  Response to Interrogatory EL-88; Late Filed Exhibit No. 21.  CL&P earned $35,000 in 2000 from UI for the SmartLiving catalog, but did not bill UI until April 2001.  CL&P stated that it could increase the program targets for 2001 in the same percentage as it proposes increasing the program budgets.  CL&P proposes to credit an operating expense account for UI’s payment.  Late Filed Exhibit No. 23; Tr. 7/12/01, pp. 1341 and 1342.

UI identified $312,727 unspent 2000 C&LM funds, including interest, a 2000 accrued program expense of $166,873 and $100,000 that was anticipated but not spent on the RFP program for a net carryover into 2001 of $245,854.  UI also anticipates receiving $30,000 from CL&P for EESmarts Program and joint advertising.  UI proposes to reallocate these dollars along with the $299,447 reduction to the 2001 incentive budget to Energy Opportunities and the ISO Load Response Program.  Response to Interrogatory EL-88; Late Filed Exhibit No. 16.

The Department approves the Companies’ proposed reallocation of 2000 carryover C&LM funds and reduced incentive funds as outlined above.  However, the Companies should reallocate the entire difference between the 8% originally requested and 5% approved budgeted incentive in the same manner.  In addition, the Companies should increase the targets for the specific C&LM programs that will receive additional funding in 2001.  Regarding the payments that UI and CL&P receive from each other, the Companies should apply the payments back to the C&LM programs and expense accounts that were originally charged the expense.  No portion of the C&LM funds collected from customers should be used for anything other than approved C&LM programs and expenditures. 

F. Process and Procedures 


On July 10, 2001 the ECMB adopted the ECMB Resolution on its Public Processes, which the ECMB refers to as its Roadmap (ECMB Roadmap).  The Department took administrative notice of the ECMB Resolution and the accompanying document on the Board’s Public Processes.
  Generally, the ECMB Roadmap outlines the ECMB’s role in fulfilling its mission to provide input into the annual conservation plans.  The Board operations include: ECMB processes for public involvement; Definitions of C&LM activities; C&LM funding eligibility standards; and the ECMB schedule for May through December 2001.

The ECMB believes that the General Assembly intended that the Board act as a forum for public input and comments on C&LM programs, including proposal for products and technologies and program revisions.  Any applicants not satisfied with the Board’s treatment of their input or comments will have the option to petition the Department to participate in the C&LM docket.  ECMB Roadmap, p. 1.

In particular, the ECMB Roadmap outlines a three stage process for adoption of a new technology, new program or program modification into the annual C&LM plans:

(1) To facilitate an expeditious review of new proposals, the ECMB believes that in the vast majority of cases, proposers of new products or programs should address these proposals first to utility administrators.  The utility administrators will then assess the technological feasibility, appropriateness, and cost-effectiveness.

(2) If the proposer of programs or products is not satisfied with the utilities’ treatment of or decisions reached on their proposals, or if the proposer chooses not to submit its proposal to utility review prior to addressing the ECMB, the ECMB will assign the proposal to a standing committee to review the proposal.  The ECMB will assign the proposal to the utility administrators concurrently with Board review.  The ECMB will maintain a written record of the proposal and its outcome.  

(3) Proposers or other individuals or organizations not satisfied with the Board’s treatment of the proposal may petition the Department to participate in the Department docket that reviews the C&LM plans.

Id., p. 3.

The Department has reviewed the ECMB process and procedures for reviewing new technologies and programs, and finds that it provides a reasonable structure and transparent decision-making process for individuals or organizations who are seeking to introduce new ideas into the energy conservation plans. 

In order to encourage RFP participation and help participants better understand the RFP process and procedures, the Companies and ECMB are directed to continue advertising the RFP programs and must set specific deadlines for the RFP process.

The Department disagrees with ECMB Resolution XII and ECMB Roadmap, p. 5 that states the Companies should not allocate more than 5 percent of their total C&LM budget for renewable energy projects.  Exhibit MWT-3, p. 12 of 16. The Department disagrees with the proposed 5% limit on renewable energy projects.  Renewable energy projects should be considered a conservation program like all other technologies with no funding limits.  Renewable energy projects should be required to meet the same cost effectiveness test as other conservation programs.  In addition, the use of renewable energy projects should be considered in all conservation programs, not just RD&D.

The Department will require all future applicants for C&LM funding to follow the three-stage Roadmap and to first present their proposals to both the Companies and the ECMB prior to seeking Department review.  If at any time a resolution cannot be reached between the Companies and the ECMB, the applicant is encouraged to petition the Department and participate in the C&LM docket.  This process is consistent with the express intent of Conn. Gen. Stat. §16-245m that the ECMB “shall advise and assist the electric distribution companies in the development and implementation of comprehensive plan, which plan shall be approved by the Department..”

The Department has also reviewed the ECMB’s Definitions for Conservation and Load Management Activities.  Id., pp. 5-6.  The Department believes that the ECMB Roadmap provides a helpful guide to terminology pertaining to C&LM Programs.  

G. Participants

1. Enron/CRRA Fuel Cell Proposal

On March 9, 2002, the Connecticut Resources Recovery Authority (CRRA) requested approval of a $124 million 26 MW Fuel Cell Project (Request) as a new multi-year market transformation initiative to be funded under the C&LM budgets for five years. The annual cost to be funded from the C&LM fund would be $24.8 million.  If the requested costs are less than projected, CRRA will retain the difference to fund the operations and maintenance reserve.  Tr. 5/30/01, p. 814.

CRRA indicates that fuel cells are highly efficient, extremely reliable, and produce very low emissions and are classified as a Class I renewable energy source which is vital to the success of competition in Connecticut.  Application, pp. 1-2.  CRRA’s proposal includes the development, construction and installation of several fuel cell farms by CRRA through its project developer, Enron North America Corp. (Enron).  Enron will oversee the purchasing, permitting, installation of, and payment for the fuel cells.  PFT Wright, p. 1.  CRRA will own, control and operate the fuel cells.  Application, pp. 2-3.  The CRRA proposal includes a total of 12 fuel cell units capable of generating 26 MW to be installed at one or more CRRA sites by December 31, 2004.  CRRA will schedule the output from the facilities into the NEPOOL power grid and make the power available to market participants.  Application p. 4.  The fuel cell modules would be manufactured by Fuel Cell Energy, Inc. (FCE) of Danbury, Connecticut.  These cells are estimated to have a 30-year life.  Tr. 5/30/01, pp. 827-828.  FCE expects its fuel cell modules to have a fuel conversion efficiency of approximately 50 percent.  Application, p. 12.  CRRA states that the high capital cost of fuel cells hinders their acceptance in the marketplace.  Application, p. 11.  Enron as project developer will mitigate the technology and performance risk of the investment through the requirement of an acceptance test.  If any individual fuel cell power plant fails to meet the minimum performance standards required by this acceptance test, the C&LM Fund will not pay for that fuel cell module’s cost.  Application, p. 5.  Testimony indicated that the acceptance test details are still being negotiated.  Tr. 05/30/01, p. 804.  FCE's technology allows the fuel cells to utilize natural gas, methanol, ethanol, bio-gas, and any other fuel containing hydrogen.  Application, p. 4.  


CRRA and Enron believe that the fuel cell project is a significant market transformation initiative and will provide the State with valuable Class I renewable energy, and merits the Department’s approval for funding from the C&LM fund.  CRRA Brief, p. 1 and Enron Brief, p. 1.

The OCC, the AG and the UI oppose the project on the grounds that it does not qualify under the criteria of Conn. Gen. Stat. § 16-245m as a conservation project and that it was not presented to the ECMB for review before being proposed to the Department.  OCC Brief, p. 4, AG Brief, p. 1 and UI Brief, p. 2.

CL&P claims that the proposal should be denied because critical information about the proposed fuel cell project regarding the terms of performance, a detailed development schedule, site selection, a detailed project design, cost benefit analysis, etc. is unknown.  CL&P Brief, pp. 14-15.

The Department believes that the proposed fuel cell project is conceptually what the state of Connecticut needs in order to help meet its renewable portfolio requirements, which requires that electric suppliers’ aggregate portfolios include 116 MW of Class I renewable energy sources by July 1, 2004.  Currently, the state of Connecticut has less than 10MW of Class I renewable energy.  Fuel cell projects like the one proposed, have the potential to promote economic development, diversify the State’s energy supply mix, foster a competitive retail electricity market and provide energy in an environmentally responsible manner. 

Although the Department recognizes the potential benefits of such a proposal, the Department cannot authorize C&LM funds for this supply side commercial generation project proposal as it does not qualify as a conservation project or market transformation initiative under Conn. Gen. Stat. §16-245m.  The C&LM funds are intended for conservation projects consisting of demand side projects that increase the energy efficiency or reduce the energy consumption at the site of the end user.  The Department encourages CL&P, UI and the Board to fund distributive generation and renewable energy projects that promote efficiency and reduce the demand for electricity by consumers at consumer premises.  See, Decision dated, June 14, 2001 in Docket No., 99-10-18, DPUC Review of the United Illuminating Company’s Conservation and Load Management Programs for 2000.  In this context, the proposal does not qualify as a market transformation initiative within the meaning of the statute as this proposal is not a market transformation of conservation, or demand side, technologies.  The fuel cell project as proposed is not a demand side project as it is outside the customers’ meter and is clearly a commercial supply side generation project. 

The Renewable Energy Investment Fund (REIF), and not the C&LM Fund is the proper source of state funding for the proposed fuel cell project.  By express statutory language, the Legislature intended that proposals to commercialize fuel cells, and other emerging renewable energy generation technologies, be funded through the REIF.  Conn. Gen. Stat. §16-245n.  Appropriately, CRRA has also submitted a request for funding for this project to the REIF.  Late Filed Exhibit No. 34.

2. Controlled Hot Water, LLC

Mr. Michael Sumple, representing Controlled Hot Water, LLC (CHW), supports the funding of direct access geothermal ground source heat pump technology
 through CL&P’s geothermal heat pump program.  Tr., 5/11/01, p. 487.  In 2000, CL&P funded $198,750 for the testing and demonstration of direct access geothermal technology under the RD&D Program using non-ozone-depleting refrigerant.  Id., p. 589; Late Filed Exhibit No. 25.  CL&P argues that testing the technology is necessary because it has not received the American Refrigeration Institute (ARI) rating and certification for use with an ozone-friendly refrigerant and there is uncertainty about its energy efficiency.  Tr., 5/11/01, pp. 495, 591.  CL&P testified that it is limiting its testing to ozone-friendly refrigerant because of the potential environmental damage if an ozone-depleting refrigerant were to leak into the ground.  Id., pp. 590, 594. 

CL&P has provided a timetable for testing and demonstration of this technology within the RD&D program.  This timetable extends from December 2000 to February 2003.  Late Filed Exhibit No. 25.  This schedule allows for several months to set up the demonstration project and for the demonstration to cover both the cooling and heating season.  Id., Tr. 5/11/01, p. 606.  Assuming successful completion within the RD&D program, CL&P maintains that the project can qualify for funding under other C&LM programs.  Tr., 5/11/01, p. 590.  UI testified that it is waiting for the results of the RD&D demonstration project to determine whether to fund incentives for direct access technology.  Id., p. 495.  

The Department believes that there are still technological and environmental hurdles to be overcome before the direct access technology can qualify for an incentive within CL&P’s geothermal heat pump program.  CL&P has provided a reasonable timetable for testing and demonstration of the technology.  The Department finds that it is therefore appropriate to continue to limit funding of the direct access technology to the RD&D program.

3. International Dark-Sky Association/Streetlighting


The International Dark Sky Association (IDSA) believes that it is cost beneficial to replace a 70 watt high-pressure sodium (HPS) streetlight with a 50 watt HPS fixture.  As a result, IDSA requests that the Companies include funding for a streetlight replacement program in their C&LM budgets.

In the late 1980’s the Companies’ C&LM offerings included a streetlight conversion program.  Under that program mercury vapor lights were replaced with energy efficient HPS ones.  The Companies did not propose a streetlighting initiative with their 2001 C&LM programs stating that converting existing HPS lamps to ones with a lower wattage is not cost‑effective.  Tr. 5/2/01, pp. 150‑160.  However, although streetlight conversions are not cost justified, CL&P proposes to work with the communities it serves to minimize the energy used from streetlights and outdoor lighting generally.  In addition, CL&P proposes to educate these communities on methods to reduce the light trespass and light pollution from outdoor lighting.  To do this CL&P proposes to work with the Lighting Research Center at Rensselear Polytechnic Institute (LRC) to develop a "white paper" outlining the important issues in quantifying and mitigating light pollution and provide cost effective energy improvements.  In addition, LRC would develop a design checklist and handbook for communities to assist them in providing the minimum amount of light required for specific applications, including several design patterns that can be modified for use by localities.  Id.; Late Filed Exhibit No. 2.


LRC will work with CL&P and organizations such as the IDSA to identify effective approaches to reducing light pollution and light trespass from streetlighting while providing cost effective energy improvements.  The white paper, checklist, and design handbook will be layman friendly, will be simple to understand, and will contain graphical representations where appropriate.  This information will be presented to CL&P during a seminar to be given in the fall of 2001.  Id.

In the past, streetlighting systems were generally designed to provide lighting for the public right‑of‑way.  Although issues such as light pollution and trespass were considered in the design of these systems, they were not a primary focus.  However, the Connecticut Legislature recently enacted legislation to address these matters.  As demonstrated by the passage of Public Act No. 01‑134, “An Act Requiring Energy Efficient Roadway Lights,” there is a heightened awareness regarding night lighting in Connecticut.  That act essentially requires the installation of full cut‑off streetlights on all municipal roads.  There is also growing concern about the potential for glare and light trespass from floodlighting.  See the Decision dated July 11, 2001, in Docket No. 00‑03‑08, DPUC Review of The Connecticut Light and Power Company’s Customer Service Policies and Charges, pp. 25‑28.


At the Department’s request, the Companies submitted a cost benefit analysis for reducing the lamp wattage of streetlights.
  Late Filed Exhibit No. 24.  Based on a review of this analysis the Department finds that it is not cost beneficial to require the Companies to perform streetlight changeouts.  However, through proper design streetlighting systems have the potential to provide energy savings while mitigating light pollution, trespass and glare.  CL&P’s proposal is sound in that it will allow towns to minimize the energy used to provide streetlighting while complying with Public Act 01‑134.  Based on the foregoing the Department approves CL&P’s proposal.  The Department will require UI to utilize this program in 2002.

4. WJM & Associates/Bon Aqua Water Treatment


WJM & Associates, Inc. (WJM) is the manufacturer’s representative for the Bon Aqua magnetic water treatment system.  WJM states that the Bon Aqua technology is an alternative to chemical treatment for the control of scale and corrosion in cooling tower heat exchangers and one that provides significant energy savings.  WJM goes on to state that although CL&P has qualified this system for funding within its C&LM programs, UI has not.  WJM believes, that since the Department has directed the Companies to develop joint C&LM programs, that UI should qualify the Bon Aqua system for funding within its C&LM programs.  Further, WJM believes that CL&P should oversee this program because CL&P has the technical expertise necessary to evaluate the installation of each Bon Aqua unit on a case‑by‑case basis.  Tr. 5/8/01, pp. 403‑409.  CL&P submitted the cost benefit analysis for the Bon Aqua System.  Late Filed Exhibit No. 24.

The Department has directed the Companies to develop joint programs.  To the extent that either CL&P or UI can demonstrate that a technology is cost effective, the technology should be included in the C&LM programs of both utilities.  The Bon Aqua system demonstrates a cost benefit ratio of 2.0, and as such qualifies for inclusion in the C&LM offerings.  Therefore, UI is directed to include this technology in its programs.  For future programs, should CL&P or UI disagree with the methodology used to calculate the benefit, that utility should present its concerns to the Board.  If the Board cannot resolve the matter then the Board should request that the Department intervene.  See the discussion in the Process and Procedures Section.

5. Sustainable Energy Institute


Dr. David Carter, President of Eastern Connecticut State University (ECSU) proposed that $500,000 be funded to support a newly created Institute for Sustainable Energy (Institute) in 2001.  ECSU letter dated June 27, 2001.  The purpose of the Institute is to develop applied, regional solutions to developing sustainable energy solutions to New England’s energy use, and to provide environmental and educational support of sustainable energy.  ECSU letter dated June 27; Tr., pp. 1272-1276.  Dr. Carter presented a funding proposal for the Institute to the ECMB in a public forum on June 26, 2001, prior to requesting funding from the C&LM budget Department at the hearing on July 10, 2001.  Tr. 7/12/01, p. 1278.  ECSU projects that the budget request from the C&LM budget would increase to $1,500,000 for years 2002 to 2006.  The Institute anticipates additional funding from grants, fees and private funds, the total Institute budget is expected to be $1,700,000 in 2002, rising to $2,350,000 in 2006. ECSU letter dated June 27, 2001, pp. 15-16.


As indicated by ECSU, it did not intend to seek funding from the 2001 C&LM fund because it expected that it would receive its funding from the state budget.  However, the budget that passed did not include funding for the ESCU Institute.  ECSU then sought financial support from the C&LM funds.  Tr. 7/12/01, p. 1279.  


In 2000, the ECMB supported the funding of an Endowed Chair at ECSU to develop and coordinate courses to offer students to study energy efficiency and sustainable energy.  Tr. 7/12/01, pp. 1296-1297.  CL&P supports 2001 funding for the Sustainable Energy Institute.  Tr. 7/12/01, pp. 1330-31; CL&P Brief, p.20.  The AG also supports funding for the creation of the Institute.  AG Brief, p. 14.  As pointed out by the AG, ECSU observed the proper procedures for requesting funding by proposing its project to the Companies and the ECMB prior to presenting its proposal to the Department.  Id., pp. 14-15.


The Department approves ECSU’s request for $500,000 from the 2001 C&LM budget.  The Institute is consistent with the goals and mission of the C&LM fund and has followed the proper procedures by seeking ECMB approval before presenting its proposal to the Department.  The Department believes that the Institute will be a valuable resource for the development of training and education and to support regional sustainable resource policy initiatives.  CL&P has provided a revised budget to fund entirely the Institute’s $500,000 request for 2001 funding.  The budget revision proposes $200,000 to be reallocated from RD&D expenditures and a reduction of $300,000 in other programs.  Late Filed Exhibit No. 21, Rev01.  The Department approves CL&P’s recommended budget reallocation for 2001 funding.  The Department also approves up to $1,500,000 C&LM funding each year for the years 2002 to 2006.  However, the Institute is encouraged to seek other funding sources in excess of its budget projections.

IV.
Conclusion and Orders

A.
Conclusion


The Department approves the Companies proposed 2001 C&LM program budgets and implementation plans with some modifications.  Due to the timing of this decision, the Department will also approve the budget and plans for 2002.  The C&LM programs for 2001 will allow the Companies to achieve the overall goals of promoting and facilitating the efficient use of demand side management energy.  The Department commends the Board for being able to reach consensus on an extensive array of issues.  The Department believes that the Companies and the Board can continue to work together and provide even more cost-effective C&LM programs for the future.

B. Orders


For the following Orders, submit an original and nine copies of the requested material identified by Docket Number, Title, and Order Number to the Executive Secretary.

1. The Department orders the Companies to file with the Department, its 2002 budget by January 31, 2002.

2. The Department directs the Companies to file with the Department any major modifications made to the 2002 budgets and implementation strategies within 10 days of implementation.

3. The 2002 budget submitted should clearly identify funds allocated to C&LM programs proposed by outside parties.

4. The Department will require the Companies to submit its 2003 and 2004 budgets to the Department no later than January 31, 2003.

5. As discussed in the SmartLiving Catalog Section, the Companies must include a message box on the cover of all future editions of the SmartLiving catalog and submit for approval the language that will appear within that box.  The size of the message box cannot be reduced without Department approval.

6. The Companies will be required to develop a common slogan for the C&LM programs to be implemented by January 2002.

7. In its next filing, UI shall include a description of each program in its Comparison of UI Conservation Programs similar to the brief descriptions in CL&P’s Application, Appendix B-revision dated 3/26/01.

8. In the next filing, the Companies will file a program summary containing the details illustrated in UI Late Filed Exhibit No. 12.

9. CL&P shall submit the impact evaluations of the C&I Operation & Maintenance Services program to the Department when they become available.

10. CL&P shall submit to the Department the results of the Load Management Assistance Pilot Fund program and the Residential Load Management Pilot program when they become available.

11. In the next filing, the Companies shall jointly explain why the CBR of joint programs are different.

12. In the next filing, all program names will be consistent throughout all filed documents including budgets, workpapers, spreadsheets and analysis.

13. The Department directs the Companies to develop and submit specific goals and targets its using to evaluate the performance of its research efforts.
14. All future Plans will provide a description of each existing low-income program.  Each program will be described in the Company’s individual plan, under the Special Needs section, or when jointly applicable in the Joint Programs Plan, and also referenced in the respective plan, not providing the actual description. 

15. All future budgets for each joint program, including the Energy Care Program, will be itemized per expense line item per company and combined, and include the total budget for each company and the total combined program budget.  The Companies will develop, for Department review, a cohesive detailed line-item budget format, listing general categories and supporting expenses, for each joint program.  All joint budgets should be appended to the Joint Programs Plan and the individual Company budget should be included in the Company specific plan.

16. The Companies will develop a comprehensive system to track the effectiveness of specific marketing methods used in the joint general marketing campaign, enabling them to identify the particular source of customer information on conservation programs.  In developing the system, the Companies will utilize all available tracking mechanisms, such as calls to 877-WISE USE and the individual Companies’ telephone numbers and website hits.
17. The Department requires in the future that CL&P and UI use two-color rather than four-color brochures unless a particular need can be demonstrated.

18. The Department directs the Companies to explore the use of generic informational materials in conjunction with conservation programs. 

19. By October 1, 2001, the Companies shall make a filing that demonstrates the increased targets for the specific C&LM programs that will receive additional funding in 2001.

20. CL&P and UI shall include the results of the 2001 customer awareness survey in its next C&LM filing at a minimum as a performance indicator.

21. The Department directs the Companies to expand its RFP program by specifically allowing ESCOs and third party program managers to bid on and manage all types of programs and customer classes.

22. In order to encourage RFP participation and help participants better understand the RFP process and procedures, the Companies and ECMB are directed to continue advertising the RFP programs and must set specific deadlines for the RFP process.

23. The Department requires all applicants seeking C&LM funding to first present their proposals to both the Companies and the ECMB prior to obtaining Department approval.
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� The hours of operation for the SmartLiving Center are available on CL&P’s website.  The center is open Monday, Wednesday and Friday: 10:00 AM - 5:30 PM, Tuesday and Thursday: 10:00 AM - 8:00 PM, Saturday: 9:00 AM - 4:00 PM and Sunday from  11:00 AM - 4:00 PM.


� CL&P had considered locating its next SmartLiving in eastern Connecticut.


� See the CL&P 2000 C&LM Decision, p. 23.


� Learning about a utility bill could also include concepts related to volume, demand, capacity, pressure and storage.


� Increasing the rebate does not require Department approval.


� The ECMB Resolution can be found on the ECMB link on the Department web site, � HYPERLINK http://www.state.ct.us/dpuc ��www.state.ct.us/dpuc�.


� Direct access technology uses copper tubing with a refrigerant rather than plastic tubing with water and antifreeze.


� Reducing the wattage of a streetlight requires a change�out of the entire fixture.
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UI Budget

		Program		Utility Costs

				2000

		C&I

		Energy Blueprint		$2,463,740





CLP Hot Shot

		CL&P Hot Shot

		2000

		Budget		Expenditures		Difference		%

		$2,224		$3,328		$1,104		49.64%





UI Hot Shot

		EL-73

		UI Owned								12,400

		Cust. Owned/ UI controlled								12,000

		Cust. Owned/ Customer controlled								3,500

										27,900

		80 gallons				two thirds				18,600

		120 gallons				one third				9,300

										27,900
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