
Resolutions of the ECMB on the CL&P and UI 

Conservation and Load Management Plan for 2007

I. ECMB Supporting Resolution 

The Energy Conservation Management Board (ECMB or Board) was established by Connecticut General Statute Sec. 16-245m as amended by June Special Session PA 05-01. 

The Act established an 11 member Board to advise and assist the two investor-owned electric distribution utilities in the state (CL&P and UI) in developing annual Conservation and Load Management (C&LM or CEEF) plans. As amended by June Special Session PA 05-01, two natural gas company and one municipal electric energy cooperative (CMEEC) representatives have been added to the Board; the Board provides advice and assistance regarding their plans. The electric distribution and gas companies are responsible for submitting their plans for Department of Public Utility Control (Department) approval, and administering cost-effective programs. The municipal electric energy cooperative (CMEEC) submits its plan for advice to the Board, but not to the DPUC.

The Board and the electric distribution companies have worked diligently and cooperatively over the past seven and one-half years in assessing the energy efficiency needs of the State of Connecticut, and in developing plans to address those needs, including soliciting public opinion and comments on draft proposals. There were challenging ramp-up issues in 2000 and 2001. For 2002, the efforts were focused more towards increasing commonality between UI and CL&P and addressing other issues for a sustained level of effort. The plans for 2003 through 2005 sought to maximize the cost-effective use of reduced or uncertain levels of funding, resulting from the state budget deficit reduction efforts, while ensuring that an appropriate level of resources was allocated to Southwest Connecticut to mitigate the congestion situation. The plan for 2006 built upon those past priorities, and further consolidated and refined programs operated by the two companies. The 2007 plan continues this consolidation and refinement effort, focuses on achieving cost-effective energy savings and peak demand reductions, builds public awareness of the Fund, and promotes an energy efficiency ethic. 

The Board has been working with the gas companies to pursue advice and assistance in a manner similar to the approach taken with the electric distribution companies.

The Board has also been working with the municipal electric energy cooperative (CMEEC) who submitted its plan in January 2006 for the advice and assistance of the Board.

II. Programs 

The electric distribution companies and the Board have developed, and the companies are implementing, several different programs to accomplish the state’s energy efficiency goals. 

Recognizing that each customer sector has its own needs and market barriers, CL&P and UI have developed a mix of programs to provide customers with the resources and motivations to avail themselves of modern energy efficiency technologies. Except as noted in this or other applicable resolutions, the Board supports CL&P’s and UI’s plans which describe these programs. 

III. Coordinating Efforts: 2007 Portfolio Plan and Relationship to Other Dockets

The ECMB recommends that the 2007 Plan combine the C&LM Fund, the EIA demand resource initiatives, and demand resources funded by other potential funding sources such as the Forward Capacity Market (FCM) into a coordinated, integrated effort.  This integration of efforts is represented in the 2007 “portfolio plan” for C&LM and other demand resources for Connecticut.  The ECMB recommends that the Department review the 2007 portfolio plan, including the C&LM Fund and the EIA initiatives, in one docket.  

The ECMB believes it is essential to have a coordinated, integrated effort, represented in one portfolio plan for 2007.  Doing so will maximize the effectiveness of the CEEF programs and other initiatives, reduce customer and vendor confusion in the marketplace resulting from multiple offerings, increase customer and vendor participation in the programs and initiatives, and ensure efficiency in program focus and delivery.  

The ECMB also suggests that a review by the Department of the various programs and initiatives in one integrated docket would increase understanding of the various efforts, improve integration, decrease any potential inefficiencies or misunderstandings that might result from multiple separate dockets, and result in a more efficient overall review and approval process.

To achieve this integration and realize the associated efficiencies, the proposed 2007 Plan filings have been provided in two phases.  First, on October 2, 2006, the Companies filed the proposed 2007 CEEF programs and EIA near-term measures (previously approved under Docket No. 05-07-14PH1) in the initial plan filing.  Second, in December 2006 and January 2007, the Companies submitted two supplements to the initial Plan, describing additional demand resources and initiatives funded with other potential funding sources, such as the FCM, EIA efforts, Class III Renewable Credits, and the Regional Greenhouse Gas Initiative (RGGI).  The supplements provide two expanded 2007 plans, one (Scenario 1) based on full CEEF funding that would be available if the Legislature assumes the repayment of the bonds currently being repaid through diversions of CEEF funding, and the second (Scenario 2) representing a zero peak demand growth scenario.  The ECMB recommends that the Department review both the initial and the supplemental 2007 Plan filings in one integrated docket. 

IV. The Electric Distribution Companies’ Planned Southwestern Connecticut Focus in 2007 

The Board is supportive of continuing a significant effort in 2007 to help relieve potential shortfalls of electricity in Southwestern Connecticut (SWCT) and to help mitigate Federally Mandated Congestion Charges (FMCCs). In 2002, the Board passed an extensive resolution on SWCT which is still an active tenet of the Board’s intent. The Board has reviewed the Companies’ plan for SWCT in Chapter 5 of the 2007 Plan and finds it to be consistent with the Board’s previous resolution. 

The ECMB believes that a broad based portfolio of programs, developed in conjunction with the Companies and the Department, will effectively address the Department’s concerns for mitigating the constraints in SWCT and for reducing FMCCs for Connecticut customers.

The completion of transmission projects to serve SWCT, and the evolving regional capacity and energy markets, may change the nature of how CEEF efforts are geographically targeted in the future.  For example, there may need to be different levels of targeting of CEEF resources to some currently constrained areas, or to other areas, in the future.  The Companies and ECMB will continue to monitor Connecticut needs and the regional markets, and will continue to target efforts to benefit Connecticut.   

V. Budget Allocation 

Except as noted in this or other applicable resolutions, CL&P and UI have developed their proposed budget allocations with the Board. From an overall perspective, the Board believes that these proposed allocations to specific programs are appropriate. The budget balances the diverse objectives of the plan, serves the various customer groups, and meets all legislative mandates. 

While mindful that efforts to reduce Federally Mandated Congestion Charges may impede parity goals between revenues and budgets by customer class, the Board is committed to achieving parity over time between such revenues and budgets for each customer class, as well as long-term geographic parity, with each contributing customer sector and area of the state receiving an equitable share of benefits relative to their contribution to the fund. To the extent customer classes or geographic areas receive a disproportionate share of C&LM funds for a period of time, future expenditures should be adjusted such that, when viewed over time, both customer class and geographic parity have been established and maintained. CL&P and UI will each track expenditures for programs by class and subclass (where feasible) and geographic area so information is available in the future to ensure parity. 

The Board is aware that the Companies may need to vary the actual expenditures within programs during the implementation of the programs. For many reasons, such as start-up difficulties or market response, CL&P or UI may need to reallocate dollars from one program to another to meet its expenditure and energy savings targets. The Board expects CL&P and UI to inform Board members in a timely manner of budget adjustments and reallocations during 2007. 

VI. Common Programs between CL&P and United Illuminating and Coordination with Gas Company Programs

The Board believes that CL&P and UI have worked effectively to further create common programs for 2007. The Board and its consultants have worked with these companies since 2000 to develop common formats for most programs to reduce confusion to customers and lower the cost of administration. The Board supports these common programs and applauds the efforts of the Department to further increase interaction between the two companies to achieve commonality. 

In addition to the common programs, the electric distribution companies have made progress in ancillary aspects of program commonality in the following areas:

· common cost-effectiveness screening tools;

· similar assumptions for key variables, including: 

· avoided cost of energy;

· avoided cost of generating capacity;

· avoided cost of transmission capacity;

· avoided cost of distribution capacity;

· avoided cost of fossil fuels; 

· discount rates; and

· inflation rate.

The Board has encouraged and expects to review possible joint fuel conservation initiatives programs between the electric distribution and natural gas companies, targeted at reducing consumption of more than one fuel resource.  

In addition, where possible, CMEEC and its member utilities have adopted existing programs developed by the electric distribution utilities and the ECMB where such programs meet the unique relationships with and needs of their members.

VII. Government Entities Requesting Program Funding 

C&LM funding for government participation in programs should not supplant funding previously supplied by government or funding more appropriately supplied by public funds. Participation in C&I programs by government entities is appropriate to the extent it meets the standards applied to other C&I customers. 

VIII. Institute for Sustainable Energy 

The Institute for Sustainable Energy (Institute) at Eastern Connecticut State University 

(ECSU) was established to assist in the development and promotion of sustainable energy programs and practices, as well as the advancement of sustainable energy consumption. The Board believes the Institute can be a valuable resource to Connecticut and New England in that it has the potential to provide independent research, study, vocational technical school support, and public education regarding sustainable energy and energy conservation.

IX. Performance Metrics and Indicators 

The Board has continually supported the establishment of achievable but strenuous performance goals for each program. The Board believes it is most appropriate to base many of the incentive metrics on energy and demand savings given the primary objective of the programs, and considering that savings are closely linked to participation and based on prior evaluation results. The goal-setting exercise for this coming year's incentive for the electric distribution companies has been carefully conducted and reviewed. Coupled with a rigorous schedule of evaluations, the goals should provide an effective set of metrics by which to reward company performance. 

X. Environmental Issues and Co-Benefits

Part of the overall benefits of the C&LM fund is to reduce pollution and improve air quality. 

The programs produce environmental benefits by reducing the rate of growth in electricity and gas demand and avoiding emissions that would otherwise be produced through additional generation. The C&LM programs are a significant factor in avoiding detrimental greenhouse gas emissions and continue to provide the most effective approach to that end in meeting the goals set forth by the Governor’s Steering Committee on Climate Change. Other environmental co-benefits of interest include the reduction in N0x emissions and water impacts. The Board fully supports the  C&LM programs achieving these environmental benefits, and believes the companies should promote the environmental benefits of the programs to customers. 

XI. Role of Non-electric Energy Savings for Programs 

It is the sense of the Board that the primary goal of Conn. Gen. Stat. Sec. 16-245m is to promote efficient use of electricity and gas in Connecticut. The statute permits this goal to be achieved through a variety of approaches, including implementing programs to transform markets for products and services that consume electricity and gas and by investing in high efficiency equipment at consumer facilities. 

In accordance with past practice, electric distribution companies may implement cost effective programs that include non-electrical energy saving measures for low-income customers. Electric distribution companies may seek approval for electrical energy efficiency initiatives that provide incentives for non-electrical energy saving measures to other consumer groups, such as those contained in Public Act 04-129 concerning indoor air quality for schools, but only if they continue to meet cost-effectiveness standards. Such incentives should not exceed 10% of the electric distribution company’s annual program budget for energy efficiency. No electric company incentive payments should be paid for fossil fueled cooling or water heating. Electric distribution companies are further directed by June Special Session PA 05-01 to coordinate with the gas companies in joint fuel conservation initiatives and programs targeted at reducing consumption of more than one fuel resource. The Companies are encouraged to work with oil dealers in jointly implementing programs that improve the efficiency of fossil fuels. 

XII. Energy Efficiency and Renewable Energy 

The Board believes it is appropriate for the electric distribution companies to provide limited support for renewable resource deployment. Although the Board agrees the primary intent of the funds for which it provides advice and assistance is to promote electrical and gas energy efficiency, load management, and conservation, renewable energy supports cleaner air and seeks environmental improvement in the power sector. The most effective way for the Board to aid renewable energy deployment is through appropriate linkages with the Connecticut Clean Energy Fund which has the primary responsibility for promoting renewable sources of energy. The ECMB has fully complied with June Special Session PA 05-1, Sec. 5(d)(2) of, which provides:

There shall be a joint committee of the Energy Conservation Management Board and the Renewable Energy Investments Advisory Committee. The board and the advisory committee shall each appoint members to such joint committee. The joint committee shall examine opportunities to coordinate the programs and activities funded by the Renewable Energy Investment Fund pursuant to section 16-245n, . . . with the programs and activities contained in the plan developed under this subsection to reduce the long-term cost, environmental impacts and security risks of energy in the state. Such joint committee shall hold its first meeting on or before August 1, 2005. Since the passage of the legislation, the Board and the CCEF have met on several occasions and collaborated on development of program concepts and provided complimentary presentations on numerous occasions to civic groups and conferences. During the coming year, further efforts will be made to begin delivery of joint services where practical and cost-effective.

During 2007, the ECMB, working with the Companies, will explore opportunities to “push the envelope” with high levels of energy efficiency and coordination with potential renewable energy projects in the same facility. Options to explore will include combining renewable energy technologies with highly efficient C&I facilities, such as those meeting the requirements of the federal tax credit, and encouraging builders and developers to design and build zero-energy (or near-zero-energy) homes. Increased coordination of energy efficiency and renewable energy efforts will lead to buildings and projects with larger reductions in energy use and peak demand.
XIII. Cost-Benefit Analysis 

For 2007, the electric distribution companies continue to screen their plans under both the electric system test and the total resource test. The Board believes it has been helpful to have programs reviewed under each test. The Board acknowledges the Department has utilized an electric system test in the past, and that electric energy savings and costs are essential criteria of cost-effectiveness analysis. The Board also understands that the Department has, to some extent, relied on the total resource test in approving the companies' plans, which the Board agrees is appropriate. Certain programs, such as low income, new residential construction, and residential HVAC are designed to capture important benefits in addition to electric energy savings, best currently represented under the total resource test. The Board believes that investigation of other cost-effectiveness tests and broader applications of current tests designed to capture additional important potential co-benefits, not otherwise reflected in the common application of either the electric system test or the total resource test, would be a worthwhile endeavor to assist in guiding future fund expenditures. Accordingly, the Board again recommends the Department continue to allow the flexibility of utilizing the total resource test where appropriate, and support ECMB investigation of alternative tests and broader application of tests to capture important co-benefits. Particular co-benefits of interest include environmental impacts such as the reduction in N0x and water pollution, health related benefits, economic development impacts such as related job creation and development and maintenance of businesses, and effective targeting of conservation efforts to vulnerable residential populations, protecting and stabilizing these households.

For 2007, the natural gas companies and CMEEC will screen their plans under appropriate cost-benefit tests.

The Companies will use the updated avoided costs developed during 2005 (with any revisions developed during 2006) that reflect forecasted market prices for electric energy, electric capacity, and natural gas.  Connecticut will also participate in the regional avoided cost study in 2007, to update avoided cost values used by states and programs throughout New England.

Because the Board is aware of the need for energy efficiency programs and load management to contribute to peak load reductions, especially to reduce FMCCs and to participate in the upcoming Forward Capacity Market, the value of capacity is included as a component of the avoided costs used in cost-effectiveness testing. In addition, the values associated with peak demand reduction are commensurate with those seen in the emerging energy and capacity markets rather than based upon previous utility cost of service determinations. It should be made clear that the sole use of such values should be in relation to C&LM program cost-effectiveness studies and does not affect the status of prior stranded cost determinations. The Board continues its support of the joint cost effectiveness analysis of the electric distribution companies. 

XIV. Mitigation of Federally Mandated Congestion Charges and the Forward Capacity Market

The Department established Docket No. 05-07-014PH1 regarding near-term measures to reduce Federally Mandated Congestion Charges (FMCCs) pursuant to Public Act 05-1, June Special Session, An Act Concerning Energy Independence (the Energy Independence Act or EIA). During the 2006 planning process, the Board and the Companies gave preference to C&LM programs that reduce FMCCs, consistent with the requirements of the Energy Independence Act, by allocating funding to core programs that reduce FMCCs in a cost-effective manner and by expanding the C&I retrofit offerings at CL&P. For 2007 the Board recommends continued funding for the core energy efficiency programs through the CEEF/C&LM fund while primarily funding additional load response/load control resources and providing supplemental financial incentives for the ISO Load Response programs through the EIA/FMCC mitigation funds or such other sources of funding that may be appropriate.  For example, the developing Forward Capacity Market is likely to provide some additional revenues in the future to assist in funding the Load Response Program and other load management and load control efforts.  Note that the ECMB has recommended some funding to support the ISO Load Response programs within the core CEEF/CL&M budget in 2007, partly to address any uncertainty about future EIA/FMCC funding.

Continued funding for the proven core energy efficiency programs will reduce FMCCs for all customers and provide tools and assistance for customers to better manage their energy costs. The Board recommends that the Department stay the course with the core energy efficiency programs, especially considering the C&LM budget reductions in recent years. The core energy efficiency programs are a proven cost-effective resource that provides cost-effective reductions in peak demand and FMCCs.

Load response programs play an important role in the state of Connecticut and especially 

Southwestern Connecticut, and the Board strongly supports effective load response initiatives. The Board recommends that the Department fund additional load response/load control resources as well as supplemental financial incentives for ISO Load Response programs primarily through the EIA/FMCC mitigation funds or such other sources of funding that may be appropriate (though as noted above, the Board has recommended some funding for ISO Load Response program support in the core 2007 C&LM budget). 

The Board has participated in the development of the Forward Capacity Market (FCM) and the role of demand resources in that market through the ISO working group and NEPOOL committee processes.  The FCM may provide valuable supplemental funding for C&LM programs in future years.  The ECMB consultants have reviewed and provided comments on draft FCM documents on behalf of the ECMB, with particular focus on the FCM rules for demand resources and the associated measurement and verification (M&V) requirements.  The Board has also encouraged the Companies to register the C&LM resources in the Transition Period (which the Companies have done) and to prepare for the upcoming Forward Capacity Auction for 2010 and the qualification period in mid-2007.  Also, the 2007 portfolio plan includes estimated revenues from the C&LM resources registered in the FCM Transition Period.

XV. Energy Efficiency for Marketing Purposes 

The Board’s considerations regarding the use of the term “energy efficiency” for marketing purposes does not limit the use of that term with respect to the allocation of the C&LM funds for a broad array of cost-effective conservation and load management programs and market transformation initiatives for state consumers. 
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