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DRAFT INTERIM DECISION

This draft Decision is being distributed to the parties in this proceeding for comment.  The proposed Decision is not a final Decision of the Department.  The Department will consider the parties’ arguments and exceptions before reaching a final Decision.  The final Decision may differ from the proposed Decision.  Therefore, this draft Decision does not establish any precedent and does not necessarily represent the Department’s final conclusion.

TABLE OF CONTENTS

1I.
Introduction


1A.
Background of the Proceeding


1B.
Conduct of the Proceeding


2C.
Parties and Intervenors


2II.
Department Analysis


2A.
Progress of 2007 Conservation Plan


3B.
Proposed 2008 Conservation Plan


51.
2008 Conservation Programs


5a.
Integrated Natural Gas and Electric Program


5b.
RFP Program and C&I market Assessment


7c.
Furnace Replacement Program


72.
Funding Mechanism


83.
Conservation Adjustment Mechanism


94.
Conservation Related Carrying Costs


95.
Summary


10III.
FINDINGS OF FACTS


11IV.
Conclusion and Orders


11A.
Conclusion


11B.
Orders




DRAFT INTERIM DECISION

I.
Introduction

A. Background of the Proceeding

Pursuant to § 16-32f of the General Statutes of Connecticut (Conn. Gen. Stat.) as amended by Section 115(b) of Public Act 07-242 (Act), natural gas local distribution companies (LDCs) are required to submit to the Department of Public Utility Control (Department) biennial supply and demand forecast reports and annual conservation plans.  Specifically, a five-year forecast of loads and resources and a gas conservation plan to implement cost-effective energy conservation programs and market transformation initiatives.  In the instant Interim Decision, the Department addresses only the progress of the prior year’s budget and programs in Connecticut’s 2007 Joint Natural Gas Conservation Plan (2007 Plan) and the LDCs’ proposed Joint 2008 Natural Gas Conservation Plan (2008 Plan).  

The LDCs and the Energy Conservation Management Board (ECMB) evaluate and select all supply, conservation and load management options within an integrated supply and demand planning framework.  The ECMB, established pursuant to Conn. Gen. Stat. § 16-245m, follows the guidance of Conn. Gen. Stat. § 16-32f, as amended by Section 115(b) of the Act, to advise and assist each gas company in the development and implementation of their conservation planning effort.  Each program contained in the proposed conservation plan is reviewed by each gas company and is either accepted, modified or rejected by the ECMB before submission of the plan to the Department for approval.  In this uncontested proceeding, the Department must approve, modify or reject the conservation plans.  The Department intends to review the LDCs’ forecast of supply and demand at a later date in the instant proceeding.  

B. Conduct of the Proceeding

On October 1, 2007, Connecticut Natural Gas Corporation (CNG), The Southern Connecticut Gas Company (Southern), and Yankee Gas Services Company (Yankee; together, Companies), jointly filed with the Department a proposed Connecticut’s 2008 Joint Natural Gas Conservation Plan under Docket No. 07-10-02, DPUC Review of Connecticut’s Joint 2008 Natural Gas Conservation Plan.  Subsequently, this filing was transferred to the instant docket.  On October 4, 2007, the Companies filed with the Department a cover letter (Cover Letter) with an attached Revised Joint 2008 Natural Gas Conservation Plan (2008 Plan) to clarify information and reflect grammatical changes.  There were no changes to the financial information previously submitted in the October 1, 2007 filing.  The Companies also included in this filing a discussion regarding the progress of the 2007 Plan.  2008 Plan, pp. 1-5.  By letter dated November 21, 2007, the Northeast Energy Efficiency Partnership (NEEP) provided public comments regarding the 2008 Plan.  

The Department issued and received responses to a total of 15 interrogatories.  The Department determined that a hearing was not necessary in this matter; and therefore, none was held.  

C. Parties and Intervenors 


The Department recognized the following as Participants to the proceeding: Connecticut Natural Gas Corporation, P. O. Box 1500, Hartford, Connecticut 06144-1500; The Southern Connecticut Gas Company, 855 Main Street, Bridgeport, Connecticut 06604-4918; Yankee Gas Services Company, c/o Northeast Utilities Service Company, P.O. Box 270, Hartford, CT 06141-0270 and the Office of Consumer Counsel, Ten Franklin Square, New Britain, Connecticut 06051.  The Department designated Environment Northeast as a Participant.

II. Department Analysis

D. Progress of 2007 Conservation Plan

By Interim Decision dated June 6, 2007 in Docket No. 06-10-03 (Interim Decision), the Department approved the Companies conservation program and associated budget presented in the 2007 Plan.  The 2007 conservation program budget of $3,200,000 represents a 33% increase over the 2006 Plan budget of $2,400,000.  In addition, there was an estimated carryover from the 2006 budget of approximately $850,000 for a total of $4,057,000.  The 2007 Plan increased funding to existing low income and general weatherization programs.  It added a pilot process retrofit request for proposal (RFP Program) program specifically targeting natural gas process loads in the commercial and industrial (C&I) sector.  The 2007 Plan also included funding for the Connecticut Housing Investment Fund (CHIF) Conservation Loan Program and a RCS Residential Audit Program.  2007 Plan, pp. 49-55.

In the Interim Decision, the Department directed the Companies to monitor and report on the 2007 Plan’s progress in the annual conservation budget filing due on October 1, 2007.  Interim Decision, p. 2.  In the 2008 Plan, the Companies filed a table comparing the total 2007 approved budget for residential and C&I programs of $4,057,000 with the 2007 estimated year end expenditures of approximately $2,612,047.  2008 Plan, p. 2.  As of September 30, 2007, the Companies’ actual total year-to-date (YTD) conservation expenditures for the residential Low-income Programs and General Weatherization Programs (GWP) are as follows:

RESIDENTIAL PROGRAMS

Company
2007 Budget
2007 Actual
Percent

CNG




   Low-Income Program
   $370,000
   $309,187
84%

   General Weatherization Program
   $430,000
   $254,638
59%

Southern




   Low-Income Program
   $350,000
   $172,529
49%5

   General Weatherization Program
   $450,000
   $117,677
26%

Yankee




   Low-Income Program
   $400,000
   $318,386
80%

   General Weatherization Program
   $600,000
   $251,928
42%

TOTALS
$2,747,000
$1,480,698
54%

2008 Plan, p. 2.

According to the Companies, the variance in the GWP budgets occurred because 2007 was the first full year of implementation.  As it is a new program, the Companies learned that additional marketing efforts were required to increase customer participation.  As experience was gained in the program, Yankee and CNG increased their marketing efforts by including a bill insert that was sent to all residential customers.  For Southern, promotions are underway for direct mail and a bill insert newsletter.  The Companies expect that program activity will increase significantly during the last two months of 2007.  Southern’s budget variance for the low-income program was due to the timing of services and invoices.  Southern expects to meet the budget or be slightly over budget by year end.  Id.

The Companies stated that RFP Program implementation development began upon their receipt of the Interim Decision.  The Companies anticipate bid awards in early to mid-December of 2007.  Although construction for projects receiving bid awards may begin in 2007, it is unlikely that projects will be completed and paid by the end of 2007.  As a result of the late start, the Companies only spent between 1% and 4% of their respective budgets allocated to the RFP Program.  Id.  Once a project is completed, the respective LDC will make an incentive payment to the winning bidder equal to the bid award amount.  Incentive payments for projects accepted in the RFP Program will be made in 2008.  2008 Plan, p. 44. 

The Department recognizes that the Companies appropriately increased their conservation program and associated budgets dramatically in the last several years.  As they gain more experience in developing and deploying the various programs, the Department expects the Companies to spend the budget amounts set forth in their individual programs.  If there is a noticeable budget variance in any individual program, the Companies should work with the ECMB to reallocate the funds as all parties see fit, while ensuring that all customers receive the maximum benefit from the available funding.  The Companies should make customers aware of available programs prior to any reallocation of funds.  The Department will direct the Companies to submit a more detailed marketing plan for the 2008 calendar year.  Specifically, discussing areas such as lessons learned from implementation of the 2007 Plan, frequency of individual marketing efforts, projected costs for each type of promotional mechanism including leveraged promotions, and historical response rates.  The Companies should coordinate their marketing efforts pursuant to the Department’s final Decision in Docket No. 07-06-60, DPUC Review of the Statewide Energy Efficiency and Outreach Marketing Program, expected in December 2007. 

E. Proposed 2008 Conservation Plan

In the 2008 Plan, the Companies propose a total budget of $6,789,503, to continue with the residential and C&I programs developed in the 2007 Plan.  This is a significant increase over the approved for 2007 Plan budget of $4,057,000.  The 2008 Plan budget includes increased conservation funding for all classes of customers, and adds a proposed integrated natural gas and electric program (Integrated Program) for C&I customers.  The LDCs’ proposed 2008 natural gas conservation budgets include:

2008 CONSERVATION BUDGETS

Conservation Programs
CNG
Southern
Yankee
Total

RESIDENTIAL





Home Energy Solutions (HES)
$430,000
$450,000
$600,000
$1,480,000

Low Income – Audits
$15,000
$15,000
$15,000
$45,000

Low Income – Weatherization
$370,000
$350,000
$385,000
$1,105,000

Water Heating
$105,400
$121,000
$136,600
$363,000

Subtotal Residential
$920,400
$936,000
$1,136,600
$2,993,000

COMMERCIAL & INDUSTRIAL





Energy Conscious Blueprint
$200,584
$174,509
$292,668
$667,760

Energy Opportunities
$400,775
$361,197
$539,535
$1,301,507

O&M (RetroCx, Training)
$94,121
$82,146
$136,969
$313,236

Process Retrofit Pilot
$347,393
$347,393
$442,214
$1,137,000

Subtotal C&I
$1,042,873
$965,245
$1,411,385
$3,419,503

OTHER





CHIF Loan Fund
$30,000
$30,000
$30,000
$90,000

Planning, Evaluation and ECMB
$90,534
$90,536
$105,930
$287,000

Subtotal Other
$120,534
$120,536
$135,930
$377,000







TOTAL BUDGET
$2,083,807
$2,021,781
$2,683,915
$6,789,503

2008 Plan, p. 8.

The Companies’ testified that the expanded 2008 Plan and associated budget was based on their request that full cost recovery, including all applicable carrying charges at each Company’s respective cost of capital, be included and subsequently approved by the Department in the annual Conservation Adjustment Mechanism (CAM) filing.  Absent that approval, the Companies stated that they may need to reevaluate the 2008 Plan and therefore reserve that right.  The LDCs continue to be concerned about the financial burden on all of their natural gas customers due to increased conservation spending.  While customer rate impacts remain a concern, the Companies believe that the proposed increased funding balances those concerns while providing energy efficiency benefits.  NEEP was pleased to see the expansion of the conservation plan for 2008, especially the expansion of the C&I program.  The Companies indicated that the ECMB reviewed and approved the 2008 Plan with a super majority vote.  Cover Letter, p. 2.  

The Department reminds the Companies of the important public policy goals mandated by Conn. Gen. Stat. §16a-35k.  As stated in the 2007 Connecticut Energy Plan for Connecticut prepared by the Connecticut Energy Advisory Board (CEAB 2007 Plan) and approved February 6, 2007, “the most cost-effective way to ensure adequate natural gas supply is to reduce demand through efficiency improvements and conservation.”  CEAB 2007 Plan, p. 28.  The Department is concerned that some of the issues raised by the Companies reveal an inadequate commitment to the state’s clear policy goals regarding natural gas conservation.  The Department urges the Companies to review its approach to implementation of these state policy goals.

1.
2008 Conservation Programs

The Companies believe that Connecticut’s energy environment necessitates a strategic approach to achieving energy conservation goals.  To balance the needs of all customers and assist customers with rising energy costs by reducing natural gas consumption, further expansion of existing natural gas conservation programs is essential.  Id.  The Companies indicated that with these goals and customers in mind, natural gas conservation program offerings were expanded to fully integrate the C&I sector.  2008 Plan, p. 1.  The 2008 Plan includes the following programs:  Residential Low-Income Weatherization and Heating System, High Efficiency Natural Gas Water Heating Program, and Home Energy Solutions (HES); C&I Process Retrofit Pilot and Integrated Natural Gas/Electric Conservation Program; and CHIF.  The proposed 2008 budget allocates approximately 17% to low-income residential customers, 27% to non-low-income residential customers, and 50% to C&I customers.  2008 Plan, p. 3.  The remainder is allocated to other programs, administration, and planning.  2008 Plan, p. 8.  The Department discusses specific conservation programs below.

a.
Integrated Natural Gas and Electric Program

The proposed Integrated Program would be a partnership between the natural gas and electric utilities that enables the delivery of coordinated energy conservation services and enhances the quality of the services provided.  Cover Letter, pp. 1 and 2.  The proposed Integrated Program would offer rebates and incentives for installation of qualified energy efficient natural gas equipment at a customers’ facility.  The program will primarily be delivered to customers via the electric distribution companies lost opportunity (Energy Conscious Blueprint) and retrofit (Energy Opportunity) programs.  2008 Plan, p. 49.  

NEEP stressed the importance of collaboration between the Companies in the development and implementation of the gas energy efficiency programs.  NEEP commended the integration of gas efficiency program administrators and electric systems benefit charge program administrators, whose energy efficiency programs have repeatedly been recognized as being among the best in the nation.  Further, the integration would ensure that the programs are as effective and efficient as possible.  NEEP Letter, p. 2.  

The Department believes that integrating natural gas and electric programs may result in a more streamlined delivery of program resources and, therefore, approves it.  The Department advises the Companies to ensure that natural gas and electric conservation measure costs are allocated appropriately, and marketing efforts comport with the Departments final Decision in Docket No. 07-06-60.  

b.
RFP Program and C&I market Assessment

The proposed RFP Program is intended to promote competitive gas energy efficiency activities in the market place by encouraging C&I customers and/or third parties to bid to undertake gas efficiency projects on a competitive basis.  The RFP Program does not have published incentives, but rather, establishes a RFP process with each proposal identifying the required incentive amount.  It is a pilot program to test and establish market interest and potential as well as to assess the degree to which projects require incentives.  2008 Plan, pp. 41 and 42.

In the mid-1990's, the Companies offered a similar, if not identical, conservation program to firm C&I customers.  That program was flexible in that it allowed C&I customers to decide which energy efficiency measures to install, and bring forth proposals that detailed program costs and savings.  Potential projects were put through a cost/benefit screening test.  Successful candidates were allocated capital funds to reduce the installation costs of the energy efficiency measure(s).  The Companies claim they initially experienced a fair degree of participation in the late 90’s, but over the course of about 2- to 3‑years, the available conservation market had apparently become saturated to the point where the Companies had a difficult time disbursing funds to C&I customers.  The Companies' overall conservation budgets were reduced in the late 1990's to focus solely on low income residential programs.  Consequently, the C&I program was terminated.  Response to Interrogatory GA-14. 

In the 2007 Plan, a C&I Market Assessment analysis was proposed by the Companies and approved by the Department.  The Companies and ECMB’s consultants developed a RFP to conduct the market assessment.  It was issued on August 24, 2007 to a broad list of qualified vendors with an anticipation that vendor selection and work would commence on September 2007.  However, no bids were submitted for evaluation.  2008 Plan, pp. 43 and 44.  In follow-up discussions between the Northeast Utilities' Purchasing Department and potential bidders, the apparent reasons no bids were submitted were: 1) firms were busy with other work at the time; and 2) the $50,000 cap stated in the RFP was low relative to bidders’ other projects.  Response to Interrogatory GA-11.

In the 2008 Plan, the Companies stated they would not conduct a C&I Market Assessment.  The Companies researched companies in the Northeast and conducted an informal survey based on information found on similar programs.  Response to Interrogatory GA-11.  The Companies propose to use the funds previously allocated to the market assessment to support research and development of the Integrated Program structure and details including determination and identification of appropriate rebate levels, associated energy savings and cost benefits, plus identification and initial assessment of key target markets for gas energy efficiency.  2008 Plan, pp. 43 and 44.

Based upon the results of the C&I program that existed in the mid-1990s a market assessment study continues to be warranted.  The Department’s concern is that the performance and results of the earlier C&I program may be repeated in the RFP Program if the Companies do not learn from previous actions.  The Department believes that the allocation of funds to particular programs or market segments with greater market potential is an important part of a successful conservation program.  The allocation of dollars to specific programs should be based, in part, upon an assessment of market potential.  Therefore, the Department will require the Companies to perform an assessment of C&I market potential.  This assessment should be incorporated as part of the 2008 Plan with the results of the assessment reported in the next annual conservation budget filing due October 1, 2008.  The Department believes that an improperly constructed RFP will naturally lead to program failure.  The Companies must take steps to assure that this essential program is not undercut by a poorly executed RFP or process.

The Department will not specify how the market potential assessment study should be performed or what level of detail is appropriate.  However, the study should quantify, to the extent possible, the maximum, achievable, and cost effective conservation potential rather than an estimate of technical potential.  Further, at a minimum, the Department expects a summary table providing estimates of the potential statewide annual as well as peak day Mcf savings for the C&I market.

c.
Furnace Replacement Program

NEEP recommended that the Department adopt a statewide furnace efficiency standard that is equivalent to the Energy Star standard of 90% for furnaces and 82% for boilers.  NEEP Letter, p. 2.  Although the Department shares many of the same concerns as NEEP regarding the furnace replacement program, a furnace efficiency standard cannot be adopted at this time.  The minimum efficiency rate of a heating system must comply with state and local building codes, of which the Department has no jurisdiction.  The Department thoroughly reviewed the furnace replacement program in the Decision dated August 9, 2006 in Docket No. 04-10-02, DPUC Review of the Connecticut Gas Utilities Forecasts of Conservation, Demand and Supply 2005-2009, found several critical flaws in the programs execution, and provided direction to the Companies in which to enhance their furnace replacement program.  Although a minimum efficiency standard was not adopted, the Department stated in the Decision that Energy Star high efficiency rated installations should get funding and scheduling preference over non-Energy Star applications.  The Department allowed installation of non-Energy Star equipment on a case-by-case basis subject to increased documentation requirements and evaluation.  Decision, p. 14.  The Department intends to closely review the progress of the furnace replacement program along with all of the other conservation programs in the instant Docket in the near future.

2.
Funding Mechanism

Section 115(b) of the Act provides a funding mechanism to support natural gas conservation in the future.  The funding mechanism is derived from the amount by which the Companies’ annual gross receipts tax (GRT) exceeds the revenue estimate that appears in the state’s budget for a given year, up to $10 million per year.  2008 Plan, p. 2.  The annual excess GRT funds will be calculated at the end of the state’s fiscal year ending June 30, 2008.  The Companies expect the excess GRT funding would be available in October.  Should funds become available, they would be deposited into an account held by the ECMB for reimbursement to the Companies for expenditures made pursuant to the 2008 Plan.  Response to Interrogatory GA-8.  The Companies propose to then allocate the funding that becomes available through this mechanism to displace the energy efficiency programs described in the 2008 Plan.  2008 Plan, p. 2.  The Companies stated they plan to use the excess GRT funds to offset costs that would otherwise be recovered from customers.  Response to Interrogatory GA-8.  The reconciliation of revenue will include all conservation revenue recovered from customer base rates, any prior period conservation adjustment mechanism (CAM) revenue and any revenue received from excess GRT revenue.  The 2008 budget does not include any GRT revenues to cover budgeted expenses.  Id.
The Department will direct the Companies to establish a procedure with the ECMB with regard to reimbursement of conservation expenditures prior to the end of the states 2007-2008 fiscal year and file the procedures with the Department.  Should excess GRT funding become available under the provisions of Section 115(b) of the Act, the procedure will already be in place and the ECMB can disburse funds accordingly.  The Department interprets the legislature’s intent in Section 115(b) to be that any excess GRT for the 2007-2008 fiscal year disbursed to the Companies will be in addition to and not displace conservation funding provided by ratepayers.  The Department specifically rejects the Companies proposal to displace ratepayer funded conservation with this reward incremental funding source.  See e.g., PA 07-242, Sections 87, 85,100; PA 07-253, Section 33.

3.
Conservation Adjustment Mechanism


The Companies are allowed to collect the following amounts annually in base rates to fund natural gas conservation programs.


Company
Amount per year
   Docket No.  .


Yankee
$882,000
06-12-02PH01


CNG
$750,000
06-03-04PH01


Southern
$300,000
05-03-17PH01

Response to Interrogatory GA-8.

By Decision dated August 23, 1995, in Docket Nos. 93-02-04, Application of Connecticut Natural Gas Corporation to Amend Its Rate Schedules: Reopened, 92‑02‑19, Application of Yankee Gas Services Company to Increase Its Rates and Charges: Reopened, and 93-03-09, Application of The Southern Connecticut Gas Company to Increase Its Rates and Charges: Reopened, the Department approved the use of the CAM for each of the Companies.  Decision, p. 4.  The CAM remains in place for each of the LDCs as the vehicle to recover or credit conservation expenses that differ from the budget allowed in base rates and for recovery of lost margin from sales not made due to conservation.  The Decision also established that the CAM would be evaluated as part of the annual deferred PGA filing.  Id.  The CAM is not part if the PGA but merely conducted for administrative efficiency at the same time PGA issues are addressed. 

The Department intends to review the appropriateness of eliminating conservation budgets from base rates and using the CAM as the sole method of recovery for administrative simplicity purposes.  The budgeted amounts included in the current rate structure differ significantly from the current budgeting levels established by the Companies and the ECMB, thus necessitating the need for the CAM.  The Department directs the Companies to file in their next general rate case proceeding testimony regarding the possible removal of their existing conservation budget levels currently allowed in base rates.  Further, the Companies shall evaluate their proposal within the context of any decoupling mechanism(s) they may propose pursuant to Section 107 of the Act. 

4.
Conservation Related Carrying Costs

The Companies stated that the 2008 Plan and associated budget is based on their request that full cost recovery, including all applicable carrying charges at each Company’s respective cost of capital, will be included and subsequently approved by the Department in the annual CAM filing.  Cover Letter, p. 2.  The Companies stated that absent that approval, they may need to reevaluate the 2008 Plan and therefore reserve that right.  Id.  The Companies later stated that should the appropriate carrying costs not be approved in the Companies’ CAM filings, they would submit a revised 2008 conservation plan that would be based in a budget level currently allowed in rates.  Response to Interrogatory GA-10. 

The Companies cite no precedent or rationale that prudently incurred costs will not be recoverable.  The Department recognizes that the conservation expenditures represent an additional cost for the Companies and they should be appropriately reimbursed for those expenses.  The Department will allow the Companies to defer for future recovery appropriately incurred carrying charges related to conservation spending as part of its annual CAM filing.  To the extent a LDC fails to spend conservation dollars, ratepayers should be entitled to interest payments and the Companies potentially liable for penalties.  The carrying charges associated with the 2008 Plan will be reviewed in Docket No. 08-10-01, DPUC Semi Annual Investigation of the Purchased Gas Adjustment Clause Charges or Credits Filed by Connecticut Natural Gas Corp., The Southern Connecticut Gas Company, and Yankee Gas Services Company.  The Department reminds the Companies of the overarching policy goals of this state to focus and succeed on conservation efforts

5.
Summary

The Department approves the overall conservation funding levels proposed in the 2008 Plan by the LDCs and approved by the ECMB.  Any modifications resulting from this Decision will be included in the overall proposed conservation budget.  As a result of timely approval of the 2008 Plan as well as increased awareness of reasons for shortfalls in prior years, the Department expects the programs to be implemented in a timely manner, marketed appropriately, and that the funding levels allowed will be spent timely to avoid increased Department review.

Pursuant to Conn. Gen. Stat. §16-32f(b), the Department will evaluate the effectiveness of the conservation and load management efforts made in the 2007 and 2008 Plans within an integrated supply and demand planning framework in addition to the LDCs respective Biennial Forecast of Natural Gas Demand and Supply in the near future.  The Department will investigate how the Companies efforts in execution of the 2007 and 2008 Plans comply with Conn. Gen. Stat. §16a-35k.  At that time, the Department also will review each program’s cost effectiveness, program identification and selection, marketing, vendor selection, program administration and evaluation.

III. FINDINGS OF FACTS

1. The 2007 conservation program budget of $3,200,000 represents a 33% increase over the 2006 Plan budget of $2,400,000.  

2. There was an estimated carryover from the 2006 budget of approximately $850,000 to the 2007 budget.

3. The 2007 Plan increased funding to existing low income and general weatherization programs.  

4. The 2007 Plan added a pilot Process Retrofit RFP Program specifically targeting natural gas process loads in the C&I sector.  

5. As experience was gained in the GWP program, Yankee and CNG increased their marketing efforts by including a bill insert that was sent to all residential customers.  

6. The Companies increased their conservation program and associated budgets dramatically in the last several years.

7. The 2008 Plan total budget of $6,789,503 includes increased conservation funding for all classes of customers, and adds a proposed Integrated Program for C&I customers.

8. The Companies claim that in the mid-1990’s, the available conservation market had apparently become saturated to the point where the Companies had a difficult time disbursing funds to C&I customers.  

9. The Companies' overall conservation budgets were reduced in the late 1990's to focus solely on low income residential programs and the C&I program was terminated.

10. The Companies and ECMB’s consultants developed a RFP to conduct a C&I market assessment.  

11. A RFP was issued on August 24, 2007 to a broad list of qualified vendors with an anticipation that vendor selection and work would commence on September 2007; however, no bids were submitted for evaluation.

12. The funding mechanism to support natural gas conservation in the future is derived from the amount by which the Companies’ annual gross receipts tax (GRT) exceeds the revenue estimate that appears in the state’s budget for a given year, up to $10 million per year.  

13. The 2008 budget does not include any GRT revenues to cover budgeted conservation expenses.

14. The CAM remains in place for each of the LDCs as the vehicle to recover or credit conservation expenses that differ from the budget allowed in base rates and for recovery of lost margin from sales not made due to conservation.  

15. The budgeted amounts included in the current rate structure differ significantly from the current budgeting levels established by the Companies and the ECMB.  

IV. Conclusion and Orders

F. Conclusion

In this Interim Decision, the Department reviews the progress of the 2007 Plan and the budgets included in the 2008 Plan.  In its review of the progress of the 2007 Plan, the Department finds that the Companies did not expend their full conservation budgets.  The Companies need to increase their marketing efforts to ensure that customers receive the maximum benefit from the available funding.  The Department approves the 2008 budgets with modifications.  With the increases in the budget over recent years, it is especially important that eligible customers are targeted in order to reach program goals.  The allocation of funds to particular programs or market segments with greater market potential is an important part of a successful conservation program.  

The Department believes that by integrating the natural gas and electric programs, where appropriate, the synergies allow for an efficient use of program resources and a more effective way of increasing program awareness for customers.  Further, the Companies can utilize the electric distribution companies experience in rolling out their C&I programs.  The allocation of dollars to specific programs should be based, in part, upon an assessment of market potential.  A market potential assessment study should quantify, to the extent possible, the maximum, achievable, and cost effective conservation potential.  

G. Orders

For the following Orders, submit one original and five (5) copies of the requested material, unless otherwise noted, to the Executive Secretary, identified by Docket Number, Title and Order Number.  Compliance with orders shall commence and continue as indicated or until the Company requests and the Department approves that the Company’s compliance is no longer required after a certain date

1. No later than February 1, 2008, the Companies shall submit a detailed marketing plan for the 2008 calendar year as discussed in Section II.A.

2. The Companies shall file in their next general rate case proceeding testimony regarding the possible removal of conservation budget levels currently allowed in base rates as discussed in Section II.B.3.

3. The Companies shall establish a procedure with the ECMB to receive funding through excess GRT and file it in the next annual conservation budget filing due October 1, 2008. 

4. The Companies shall perform an assessment of C&I market potential as approved in the 2007 Plan.  This assessment should be incorporated as part of the 2008 Plan with the results of the assessment reported in the next annual conservation budget filing due October 1, 2008.
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