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The Energy Conservation Management Board (ECMB) appreciates the opportunity to review and comment on the Draft Decision regarding the 2008 Integrated Resource Plan (IRP) for Connecticut prepared by the Connecticut Light & Power Company and the United Illuminating Company (the EDCs), and the 2008 Comprehensive Plan for the Procurement of Energy Resources (Procurement Plan or Plan) developed by the Connecticut Energy Advisory Board (CEAB) and filed with the Department of Public Utility Control (Department) on August 1, 2008.  
The IRP and Procurement Plan were prepared pursuant to Connecticut General Statutes Section 16a-3a (Statute), which requires the electric distribution companies to submit a comprehensive resource plan to the CEAB and the Department.
The ECMB respectfully submits the following comments and recommendations on the Draft Decision regarding the 2008 Integrated Resource Plan and the CEAB’s Procurement Plan.  
ECMB Comments and Recommendations
1. The ECMB recommends that the Department fully consider and prioritize the needs of customers (residential consumers and businesses) in its Final Decision.
The IRP was developed in response to the extraordinary challenges that Connecticut is facing from the impact of electric system issues and high energy costs on Connecticut’s residents and businesses.  The IRP process has been a valuable opportunity to explore and discuss complex energy issues and energy resources to meet customer energy needs.  Customers are seeking ways to reduce their energy usage and energy costs.  The ECMB recommends that the Department focus its Decision on assisting customers in addressing their energy needs and reducing their energy costs.

2. Customers have energy needs, and these needs should be met partially through cost-effective energy efficiency and demand reduction resources, consistent with the Statute.  The Department’s Decision should not focus solely or primarily on identifying and meeting capacity needs.
The Draft Decision proposes a bifurcated, two-step process to (1) determine whether there is a resource need, and then (2) identify resources to meet those needs.  The ECMB submits it is a fact that customers have energy needs, and the customers pay for the resources to meet their energy needs in their electric bills.  The only way that customers would not have energy needs would be if customers stopped using energy.
Section 16a-3a of the Connecticut General Statutes sets forth the requirements for the IRP and Procurement Plan.
  The Statute clearly sets forth requirements for assessing and meeting both energy and capacity needs, and the Statute is not solely or primarily focused on identifying and meeting capacity needs.  (See excerpts of the Statute in footnote 1.)
The ECMB recommends that the Department revise the Draft Decision to be more balanced and consistent with the Statute.  Rather than narrowing the focus and suggesting that the IRP should be limited to capacity needs and reliability requirements, the ECMB recommends that the IRP scope include both energy and capacity needs and resources, and that the IRP and Procurement Plan also focus on meeting the statutory objectives of minimizing customer costs, maximizing customer benefits, and meeting environmental goals.
The ECMB notes that the IRP and Procurement Plan identified energy and peak demand savings from the C&LM programs as part of the overall effort to achieve all cost-effective energy efficiency and demand reduction resources, as required by Section 16a-3a of the Statute. 
  The C&LM programs provide both energy savings (energy resources) and reductions in peak demand (capacity resources), and are cost-effective relative to other resource options, as documented in the IRP, Procurement Plan, and C&LM Plans.
3. Increasing DSM is the lowest cost resource for meeting the electric resource needs of Connecticut consumers and businesses.  Implementing the DSM Focus solution could save Connecticut consumers about $1 billion in energy costs over the ten years from 2009 through 2018.  The implementation of the first five years of the DSM Focus solution will provide about $2.4 billion in net benefits over the life of the measures.
The analysis of the DSM Focus solution in the IRP and the analysis of the CEAB both show that increased DSM is the lowest cost resource for meeting the electric needs of the state’s electric consumers.  IRP, p. 26.  Increased DSM, regardless of the scenario, will save Connecticut consumers hundreds of millions of dollars, and the economic savings approach one billion dollars over the ten year period from 2009 through 2018 in some scenarios.  ECMB, 9/22/08, p. 3. 
The implementation of the first five years of the DSM Focus solution will provide about $2.4 billion in net benefits over the life of the energy efficiency measures and over $3.5 billion in benefits.  LFE-13.   The first five years of the DSM Focus solution would provide over 35,000 GWh in lifetime energy savings, and these savings would be acquired at a program cost of $0.033 per lifetime kWh saved, far lower than the cost of other electric resources.  Ibid.
4. Reducing energy use is the most effective way for a customer to reduce energy costs.  

The ECMB’s report on the drivers of electric prices
 concluded:
· The price of electricity is mainly driven by the cost of fuel (natural gas on the margin) used to generate electricity, exacerbated by high costs during peak demand periods.  The principal drivers of peak demand are not the principal drivers of electric charges or the price of electricity.  Roughly two-thirds of high price hours do not occur in high electric demand hours.  Market structure and market rules also influence energy prices.
· No single program or action alone is likely to materially change short-run electric prices.
· Customers wishing to reduce their total energy costs (and their energy bills) are best able to do so by reducing their energy consumption.  Increasing energy efficiency reduces both energy use and peak demand.  LFE-1.
While the ECMB agrees with the Draft Decision that it is important to also focus on peak demand reductions, the facts and analysis set forth in the ECMB’s report clearly demonstrate that energy costs are primarily responsible for the significant increase in energy prices Connecticut customers have experienced this decade.  The ECMB’s report also documents that the most effective way for customers to reduce their energy costs is to reduce their consumption.  The C&LM programs can assist customers in reducing their energy costs.

5. The ECMB recommends Department approval of the expeditious implementation of at least the first two years (2009-2010) of the DSM Focus solution set forth in the IRP as an objective or target.  The ECMB also recommends the expeditious ramp up should begin as soon as possible.

The DSM Focus solution set forth in the IRP is reasonable and achievable, and the savings resulting from the implementation of the DSM Focus solution will reduce total customer costs and help meet Connecticut’s energy policy, climate and environmental goals.  Therefore, the ECMB recommends the expeditious implementation of at least the first two years (2009-2010) of the DSM Focus solution set forth in the IRP as an objective or target.  ECMB, 9/22/08, p. 4.
The CEAB recommends adopting demand response and energy efficiency program levels as defined in the DSM Focus solution as the 3-5 year objective. Plan, p. 19.  The CEAB, in its letter to the Department dated May 13, 2008, also recommended “that the DPUC approve the ramp up of the C&LM programs, particularly energy efficiency programs, beginning as soon as possible in 2008, as part of the overall effort to acquire all cost-effective energy efficiency and demand reduction resources, as required by PA 07-242.”  Plan, Appendix G, p. 24.
Department approval of at least the first two years of the DSM Focus solution as an objective or target, together with the Department adoption of a minimum level of funding for the 2009 C&LM energy efficiency programs in this docket, will send the important signal and confirmation to Connecticut customers and vendors that the Department supports an increase in cost-effective DSM programs to benefit customers and to achieve the state’s energy, climate and environmental goals, consistent with the requirements of Section 16a-3a of the Statute.  ECMB, 9/22/08, p. 4.
6. The ECMB recommends that the Department, in this docket, order the 2009 C&LM energy efficiency program funding level set forth in the 2008 IRP as the minimum level of funding for the 2009 C&LM energy efficiency programs.
The annual funding for the 2009 C&LM energy efficiency programs in the IRP’s DSM Focus solution is $125.4 million.  Plan, Appendix G, p. 9, Table 1.  The ECMB recommends that the Department, in this Procurement Plan docket, adopt this funding level as the minimum level of funding for the 2009 C&LM energy efficiency programs.
  ECMB, 9/22/08, p. 5.
It is crucial to ensure adequate funding for the cost-effective C&LM programs in 2009, in order to achieve the objectives of the DSM Focus solution, provide higher levels of energy cost savings and net economic benefits to Connecticut customers, and achieve the state’s energy, climate and environmental policy goals.  ECMB oral testimony, 9/25/08; LFE-21.
The Department will have the opportunity to review the specifics of the 2009 C&LM budget and programs in its review of the 2009 C&LM Plan, filed with the Department on October 1, 2008.  ECMB, 9/22/08, p. 5.
In terms of demand response resources, in the 2009 C&LM Plan the ECMB has recommended demand response funding and demand reduction targets for 2009 consistent with the Department’s Final Decision in Docket No. 07-10-03.  The Department-authorized levels are lower than the amounts set forth in the 2008 IRP for 2009.  ECMB, 9/22/08, p. 5.
7. The Department has other procedural opportunities to review and order the fine details regarding the implementation of increased DSM and C&LM programs, in forthcoming proceedings addressing the IRP/Procurement Plans and the annual C&LM Plans.
For example, for the 2010 year, the Department will have the opportunity to review and order details in the following proceedings, in addition to the current IRP/Procurement Plan docket:
· IRP and CEAB Procurement Plans submitted in 2009 and early 2010.
· For the DSM resources, annual C&LM Plans submitted for 2009 and 2010.
Per the current schedules, there are at least two more IRPs and Procurement Plans, and two more C&LM Plans for Department review of the 2010 year.  Future IRPs and CEAB Procurement Plans can be informed by actual experience gained by ramping up and expanding DSM efforts in the early years.  DSM is a flexible resource and the goals and funding levels can be adjusted in future IRPs, if necessary, based on actual experience over the next few years.  ECMB, 9/22/08, p. 6.
8. The ECMB recommends that the Department direct the Companies (EDCs) to include a three to five year action plan as part of future IRPs.  The CEAB could then review and act on the Company-proposed Action Plan as part of its development of the Action Plan in the CEAB Procurement Plan.
Development of a proposed Action Plan in the IRP, early in the planning process, would identify the near-term actions necessary (from the perspective of the Companies) during the first three to five years addressed by the IRP, and would assist the CEAB in its development of its Action Plan in the Procurement Plan.  ECMB, 9/22/08, p. 12.
Thank you for the opportunity to submit these comments.

� Section16a-3a. (a) The electric distribution companies, in consultation with the Connecticut Energy Advisory Board, established pursuant to section 16a-3 of the general statutes, as amended by this act, shall review the state's energy and capacity resource assessment and develop a comprehensive plan for the procurement of energy resources, including, but not limited to, conventional and renewable generating facilities, energy efficiency, load management, demand response, combined heat and power facilities, distributed generation and other emerging energy technologies to meet the projected requirements of their customers in a manner that minimizes the cost of such resources to customers over time and maximizes consumer benefits consistent with the state's environmental goals and standards. 


(b) On or before January 1, 2008, and annually thereafter, the companies shall submit to the Connecticut Energy Advisory Board an assessment of (1) the energy and capacity requirements of customers for the next three, five and ten years, (2) the manner of how best to eliminate growth in electric demand, (3) how best to level electric demand in the state by reducing peak demand and shifting demand to off-peak periods, (4) the impact of current and projected environmental standards, including, but not limited to, those related to greenhouse gas emissions and the federal Clean Air Act goals and how different resources could help achieve those standards and goals, (5) energy security and economic risks associated with potential energy resources, and (6) the estimated lifetime cost and availability of potential energy resources. 


(c) Resource needs shall first be met through all available energy efficiency and demand reduction resources that are cost-effective, reliable and feasible. [Balance of the Statute omitted.]


�  Section 16a-3a states: “Resource needs shall first be met through all available energy efficiency and demand reduction resources that are cost-effective, reliable and feasible.”


� “The Cost of Electricity: An Analysis of the Components and Drivers of Electricity Costs in Connecticut.”  Report prepared for the ECMB by Bruce Blakey.  May 15, 2008.  LFE-1.


� The ECMB currently estimates that C&LM energy efficiency program funding for 2009 should be about $130 million, slightly higher than the amount in the 2008 IRP, in order to stay on track to capture the potential for cost-effective energy efficiency.  The 2009 C&LM Plan starts with a base C&LM budget of $71 million, and RGGI and additional funding will be needed to support the higher budget level for 2009.  The Companies filed the proposed 2009 C&LM Plan and budget on October 1, 2008.
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