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I.
Introduction

A. Summary

In this Decision the Department approves, with modifications, The Connecticut Light And Power Company’s and The United Illuminated Company’s proposed 2003 Conservation and Load Management Plans and budgets.  Among the notable modifications are the following:

· A reallocation of funds within various programs reflecting Department priorities for future budget years;

· A provision of $250,000 for “bridge funding” to retain up to three full‑time equivalent C&LM staff personnel per Company;

· an increase in incentives for renewables;

· a requirement that the Companies use line item billing for conservation services for all customer classes;

· a request that the Energy Conservation Management Board and the Companies review, reassess and revise performance incentives; and

· a requirement that the Companies, in conjunction with the ECMB, explore the use of a “pay‑as‑you‑go” mechanism and the Pay‑As‑You‑Save© Program, for all customer classes. 

For the purpose of making the review process more efficient, the Department also creates a standard filing requirement for future conservation and load management proposals that the distribution companies will begin using in October 2003, when they file their Joint Plan for 2004.  The Department is aware of the fact that both the Governor and the General Assembly are considering reducing the amount of available C&LM funding beginning on July 1, 2003, for a period of up to two years.  In the event that this occurs, the Department will immediately examine issues related to future conservation and load management (C&LM) funding with the Companies.

B. Current Proceeding

The Companies jointly submitted their conservation and load management plan (Joint Plan) for 2003 and 2004 in a filing dated January 13, 2003.  CL&P’s annual budget totaled $69,846,000 while UI’s totaled $19,145,000, for the two‑year period.  Joint Plan p. 6, Table A‑1.  Pursuant to the Decision dated September 26, 2002, in Docket No. 01‑10‑10, DPUC Review of The United Illuminating Company’s Rate Filing and Rate Plan Proposal, UI was directed to allocate $2 million to its C&LM programs.  These funds are in addition to the revenues that UI collects through the C&LM assessment on customer bills.  Decision, p. 87.  UI’s budget includes the $2 million.


Pursuant to the Department’s letter dated January 21, 2003, the Companies were asked to submit an alternative option to the Joint Plan to address the capacity constraint in Southwest Connecticut (SWCT), as discussed at the December 3, 2002, Technical Meeting in this docket.  CL&P submitted its response in a letter dated January 30, 2003, stating that its budget, as submitted in the Joint Plan, had been adjusted to address the issues discussed at the Technical Meeting.  Therefore, no alternative was submitted.  UI submitted its response and revised budget in a letter dated January 30, 2003.  UI directed $750,000 to its Interruptible Load Program to achieve additional kW demand savings in 2003.


As the result of legislative action, the 2003 C&LM fund was reduced by $12 million.  In response to this loss of funding, UI and CL&P submitted further revisions to their respective budgets  UI’s final budget proposes total expenditures of $16,945,000.  UI Budget Rev. 1 (UI Final Budget), dated March 6, 2003; Tr. 3/10/03, pp. 898‑904.  CL&P’s final budget proposes total expenditures of $61,046,000.  CL&P Table A, Revised March 17, 2003 (CL&P Final Budget).


The Department issued a Second Interim Decision dated March 26, 2003 in this proceeding.  That Decision addressed a limited number of programs, specifically load management initiatives and CL&P’s proposed Power Factor Program.  This Decision addresses the remaining C&LM programs.


A summary of the conduct of the proceeding and admitted Parties and Intervenors is found in the Second Interim Decision.

C. Future C&LM Funding

The Department is aware of the fact that both the Governor and the General Assembly, in their attempt to address the projected State budget deficit for fiscal years 2004 and 2005, are considering potentially reallocating monies from the C&LM fund to the General Fund.  If these proposed transfers are signed into law, funding for C&LM programs may need to be reduced from its current level or possibly discontinued as of July 1, 2003, for up to a period of two years.  As a result, there is great uncertainty regarding the future status of the C&LM program funding.  Therefore, the Department directs the Companies to exercise extreme caution and prudence to avoid incurring costs beyond June 30, 2003.  As soon as the Department learns the status of the C&LM fund going forward, the Department will conduct a technical meeting for the purpose of addressing any impact on the C&LM program budget for the remainder of 2003 and future years.


The Draft Decision issued on May 1, 2003, contained a comprehensive analysis of the Companies’ C&LM programs that included 30 Orders reflecting the Department’s priorities and direction for programs for the future.  The Companies have pointed out the budget constraints and uncertainties as of the date of the Draft Decision, stating that virtually all of the program funds for the first half of 2003 already have been allocated or spent and it is completely indeterminate whether some or all of the C&LM funds for the remainder of 2003 or FY 2004 will be diverted to the General Fund.  CL&P Written Exceptions, pp. 2 and 3.  UI Written Exceptions, pp. 2‑3.

The current fiscal uncertainties pose management challenges for the Companies and regulatory challenges for the Department in overseeing 2003 programs and planning for the 2004 budget year.  In this Final Decision, the Department retains much of the analysis of the Draft with some adjustments per the Written Exceptions.  The Final Decision will keep the Orders in the Draft, but, as described herein, will omit the compliance deadlines at this time for those Orders in which compliance depends on a viable program going forward.

To reduce the uncertainties that may exist if a State budget is not signed by the Governor by July 1, 2003, the Department authorizes each Company to allocate up to $250,000 in “bridge funding,” to retain up to three full‑time equivalent C&LM staff members.  These funds will support staffing to manage all contracts to ensure the quality of all programs and projects whose contracts or workload extend beyond July 1, 2003.  The Companies will capture these expenses as a deferred asset to be recovered in UI and CL&P’s next rate case.  Staff shall develop the Standard Filing Requirements, prepare the C&LM filing that will be submitted in October 2003 and work on compliance with other Orders that have deadlines.  Staff shall also ensure that the Companies’ archives and databases are maintained, appropriately stored, and in a “ready” state when programs are reactivated.  It is imperative that staff is retained to preserve the knowledge base that has been developed over time and to enable the reactivation of C&LM programs when funding is restored.  In addition, the Department authorizes CL&P to allocate up to $104,000 to cover the cost of revamping its billing system to accommodate the line item for conservation services discussed in Section II., Pay‑As‑You‑Go.  These funds also will be deferred for recovery in CL&P’s next general rate case proceeding.

If the State FY 2004 budget signed by the Governor leaves dollars remaining in the C&LM fund, these dollars will first finance the “bridge funding” and billing system changes described above with the remainder to be assigned to CL&M programs only upon Department approval.  Further, should there be funds remaining in 2003, these funds cannot be allocated without prior written approval of the Department.

II.
Department Analysis

D. General

CL&P and UI began offering conservation programs in the early 1980’s.  Over the past 22 years the programs have evolved from primarily informational to ones that are comprehensive and provide direct investments to incent customers to implement conservation measures in their homes and businesses. The Legislature formalized this process in Public Act 98‑28, in 1998, by imposing a separate charge of 3 mills per kWh on customers' bills to fund conservation and by establishing the Energy Conservation Management Board (ECMB) to help plan the programs.  In 2003 the combined final budgets of CL&P and UI total $78 million.

For much of the past 22 years, conservation programs have operated in an environment where there has been a surplus of generation and transmission capacity.  The number of programs and their offerings have expanded to include new “good ideas” and the latest technologies.  Equity has been an important consideration to ensure that all customers benefit from the money that they contribute to the conservation fund.  The Joint Plan now lists over 25 programs and 12 goals and objectives for 2003.  Energy savings and reduced energy costs are included as goals along with market transformation, capturing lost opportunities and creating an energy ethic, among others.  The Companies have also included benefit/cost ratios and have quantified some energy savings and kW goals as part of their performance incentive proposal.  However, rather than using goals to drive the planning process, it appears that the goals are a residual product, finalized after the programs and budgets are developed.

Today’s resource adequacy and electric supply/demand situation is quite different than in the past.  The generation in SWCT comprises older, inefficient, fossil‑fueled units and the generation capacity and transmission system in that region of the state is taxed to their limit during periods of peak demand.  As a result, the reliability of the transmission system in SWCT is in jeopardy and the Independent System Operator of New England (ISO‑NE) estimates that congestion costs that will be assigned to Connecticut will range from $50 to $300 million annually.  In addition, CL&P has issued an RFP to retain emergency generation to help meet the demand this summer.  Transmission solutions will take three to five years to complete, yet demand continues to grow, putting the system further at risk.

Conservation can make a difference at this critical time, to ensure reliability and reduce the cost of electricity to Connecticut ratepayers.  To do so, there must be an increased focus on SWCT.  The Companies have responded to the Department’s direction by targeting increased expenditures in SWCT to provide a targeted reduction in peak demand of 57 MW.  The emphasis in SWCT will focus on reducing demand and energy use during peak summer hours.  The goal will be to experience no increase in the peak demand in SWCT over the next 5 years.  This may require an annual reduction of at least 50 MW to maintain demand at the level experienced in 2002.  Other goals and equity concerns are secondary.  The Department believes that this is the best use of the C&LM fund, since all customers will benefit through improved reliability, lower costs and enhanced environmental quality.

The Department will look much more closely at the value that each program provides.  The most cost‑effective programs will be expanded while those that are less cost-effective will be phased out, reduced or eliminated.  In this regard, the Department directs the Companies to expand efforts regarding air conditioners and refrigerators and will reduce funding for the Energy Star Homes Program.  The Companies and the ECMB should undertake efforts to maximize electric savings in all programs.  In addition, non-contributing areas such as administrative, promotional, program evaluation and research and development costs must be capped or reduced while maintaining or increasing electric savings.

The Companies must simplify their programs and clarify their message by focusing on a limited number of programs and conservation measures, which will have the largest impact.  From the customer perspective, contact points and the administrative process must be simplified to encourage participation.  Customer incentives should be increased in some areas to get customers' attention and provide a strong incentive to take action without the need for expensive promotional efforts.

The Department will grant the ECMB much more latitude to modify programs and budgets to provide greater flexibility to meet these aggressive savings goals.  The performance incentives must be based on appropriate goals to provide a strong incentive for the Companies to succeed in reaching these goals.  The Department recognizes that the State’s current budget crisis may significantly impact the C&LM fund.  However, the Companies must move forward at this time.  The Department will meet with the Companies and the ECMB to determine how the programs will be adjusted.

1.
Energy Conservation Management Board


The ECMB was established pursuant to Conn. Gen. Stat. § 16‑245m and is charged with assisting the Companies in developing the programs and market transformation initiatives that comprise the annual Joint Plan.  Since its inception in 2000, the ECMB has focused its attention on developing programs to meet the needs of all customer classes.  The result of the ECMB and the Companies’ efforts over the past three years is a wide array of quality C&LM programs.  Many programs have matured, and as a result, should demonstrate increased savings and reduced cost.  However, as discussed herein, the opposite is occurring in many programs.

Over time, the number of programs that are being offered has increased.  While this has proven beneficial because the needs of all customer classes are being met, the multitude of programs has created a complex review process.  The Department seeks to increase the demand and energy savings provided by the C&LM fund, while reducing the cost per kW and kWh to do so.  This will maximize the benefits of the C&LM fund for all ratepayers.  To accomplish this goal requires a program‑by‑program review of the Joint Plan.  Although the Department reviews the Joint Plan annually, the Department believes that the ECMB is well positioned to conduct a detailed review of each initiative.  Therefore, the Department requests that the ECMB shift its focus from creating programs to evaluating current programs to determine how best to maximize the benefit from the C&LM fund for all ratepayers.

To facilitate our review of the Joint Plan, the Department has established standard filing requirements.  See Section II., Standard Filing Requirements.  This information is also intended to assist the ECMB in its review of the programs that are presented for approval.  Successful programs should be expanded while costly or unsuccessful programs must be streamlined or eliminated.  The Department provides additional guidance for the ECMB throughout our analysis.

2.
Organization, Efficiency and Financial Control


Conn. Gen. Stat. § 16‑245m requires the establishment of a separate conservation fund and the appointment of the ECMB to advise and assist the distribution companies to develop a comprehensive plan for the implementation of cost‑effective energy conservation programs and market transformation initiatives.


To determine program cost-effectiveness, the Companies and the ECMB rely on a number of sources to evaluate program impacts.  These sources include a myriad of Impact Evaluation Reports prepared by independent analysts, and internally-generated statistics on savings that were developed to determine, at least in part, the amount of performance management fee earned by the Companies.  Late Filed Exhibit No. 1; Joint Plan Exhibit CLP/UI 7; Late Filed Exhibit No. 11.  Further, the ECMB reports on program cost/benefit relationships to the Energy & Technology Committee and Environment Committee of the Connecticut Legislature.  Report of the Energy Conservation Management Board, Year 2002 Programs and Operations, January 31, 2003, p. 23.  In short, the crux of the Companies' and ECMB's cost-effectiveness analyses lies in comparing total program costs versus the estimate of conservation and load management savings achieved.


In its attempt to determine the cost efficiency of each program, the Department requested and received year 2002 budget to actual and year 2003 budgeted amounts, detailed to include each major expense category, for each program.  CL&P Response to Interrogatory EL-25-RV01; UI Response to Interrogatory EL-25, Supp. 1.  The Department then compended each Company's budget and actual details by category.  CL&P DPUC Exhibit 1 RV 1; UI DPUC Exhibit 2.  In the area of labor costs, the Department estimated year 2002 actual and year 2003 budgeted full-time equivalent employees (FTE) based on UI's actual FTE annual cost of $86,349 for year 2002, and estimated CL&P's FTE cost at $80,000 for year 2002.  Id.  Year 2003 FTE Costs (UI $89,803, CL&P $83,200) used in the Department's Exhibits 1 and 2 reflected an annual 4% increase in payroll cost.  Id.; UI Late-Filed Exhibit 1.  The following comparison resulted:


Dollar amounts in thousands - amounts prior to legislative adjustment:


Labor $
Contractor Staff $
Other

Labor $
Total $
FTEs

CL&P 2002
$  6,123
$  2,850

$  8,973
112.2

UI 2002
$  2,167

$         0
$  2,167
  25.1

Total 2002



$11,140
137.3








CL&P 2003
$  8,405
$  1,146

$  9,551
114.8

UI 2003
$  2,424

$  1,014
$  3,438
  38.3

Total 2003



$12,989
153.1


The Department included Contractor Staff and Other Labor in the above comparison since the categories are relatively interchangeable to the Companies' internal labor.  Tr. 2/21/03, p. 705.  

The Department notes that CL&P's total FTEs did not change remarkably from year-to-year.  CL&P's organization chart indicates that it currently has 86.3 FTEs directly related to its C&LM programs.  Extrapolated from CL&P Late-Filed Exhibit No. 8.  This implies that approximately 28.5 FTEs (114.8 less 86.3), or approximately $2.371 million (28.5 times $83,200) represent intercompany costs related to Information Technology, Corporate Communications, Economic & Business Development and the Credit & Collection Center.  

UI indicated that in year 2003 certain Other Labor expense charges were reported as the Outside Services Expense in year 2002.  Tr. 2/21/03, p. 724.  The Department notes that $218 thousand related to the SmartLiving Center and $182 thousand related to Information Technology appears to have shifted expense category.  However, it further notes that UI's total Outside Service expense rose from $2.031 million in 2002 to $2.3 million in the year 2003 budget, and that a shift of the remaining $600 thousand ($1 million less $218 thousand and $182 thousand) from Outside Service Expense to Other Labor isn't readily evidenced by the expense increase in this category.  DPUC Exhibit 2.


UI indicated that it had approximately 27.7 FTEs, 17 that are directly within the conservation department.  Extrapolated from UI Late-Filed Exhibit No. 9.  The remaining 10.3 FTEs are charged to C&LM programs based on the Company's estimate of need as it develops its programs.  These amounts or percentages are built directly into the Company's accounting system.  To prove the value of these standard charges, the employee budgeted to provide partial service is evaluated for salary purposes against his/her performance to achieve specific goals tied to conservation.  Tr. 2/13/03, pp. 247‑249.  The Department does not agree with approximately $925 thousand (10.3 FTEs times $89,803) of C&LM labor costs being estimated based on experience, then charged to programs based on the estimate rather than using actual time and labor costs incurred.

Throughout the Companies' testimony, they indicated that labor relationships between account categories change as a result of hiring outside contractors/labor providers as employees, and changes in internal accounting for employees previously reported in non-project categories as currently being project‑related employees.  Tr. 2/13/03 pp. 248 and 249 and pp. 260‑263.


The Department notes that the Companies have no real incentive to be cost efficient in any expense category as long as they are achieving an adequate cost/benefit relationship on a program.  For example, as a matter of comparison, the calculated 153.1 full-time equivalent C&LM employees constitutes an employee count greater than the entire DPUC and OCC combined (148).  Currently, the Department can make no determination as to whether staffing levels in total, or on a program-by-program basis, are excessive, adequate or insufficient.  The Companies are the prime movers of the C&LM programs, from planning, through implementation and evaluation, designing program budgets, payment of actual expenditures, dictating expense shifts and even the calculation of the their own performance incentives achieved.  The Department believes that the independent reviews performed by the ECMB are not sufficient, or even designed, to determine if results can be achieved in a more cost-efficient manner, or to even determine that costs are being charged properly.  The Department urges the ECMB to be mindful that occasional detailed review by the Board or its designated members could be an important aspect of due diligence towards their fiduciary and control responsibilities relative to C&LM funds.


The OCC requests that the C&LM fund itself be subject to an independent third party audit by a certified public accountant.  OCC’s concerns include the observation that the Companies' cost/benefit analysis is not in and of itself a guarantee that the C&LM funds are being used exclusively for the benefit of ratepayers in general, or C&LM in particular.  OCC Brief, pp. 5 and 6.  Given the amount of control the Companies currently enjoy without significant independent third-party scrutiny, the Department agrees with the OCC and will require an audit of both Companies' C&LM funds by an independent certified public accountant based on available funding.  As part of this independent audit, labor‑related expenses, all other cost categories, intercompany billings and operations will be reviewed for propriety, efficiency, adequacy and accuracy.

3.
Recovery of Committed Funds

The Department is aware that the Governor and the General Assembly, in their attempt to address the projected State budget deficit for fiscal years 2004 and 2005, are considering potentially reallocating monies from the C&LM fund to the General Fund.  If these proposed transfers are signed into law, funding for C&LM programs may need to be reduced from its current level or possibly discontinued as of July 1, 2003, for up to a period of two years.  As a result, there is great uncertainty regarding the future status of the C&LM program funding.  In light of this uncertainty, the Companies have begun taking steps to significantly curtail C&LM activities.  CL&P letter dated May 16, 2003.  The Department will conduct a technical meeting for the purpose of addressing any impact on the C&LM program budget for the remainder of 2003 and future years.

The Companies expressed significant concern regarding recovery of funds related to contractual and other commitments that have been made if insufficient funding is available due to additional reductions to the C&LM fund.  In the Second Interim Decision dated March 26, 2003 in the instant docket, the Department indicated that it will work with the Companies, at their request, to discuss potential cost recovery mechanisms for mismatches in the timing of expenditures or other items that result in C&LM revenue shortfalls.  Decision, pp. 7 and 8.

CL&P's representative indicated that all of that Company's letters of agreement have a 30-day back-out clause if funds are unavailable, but that the Company would be liable for any vendor expenditure up to the agreement cancellation date.  Tr. 3/10/2003, p. 1086.  Further, both Companies indicated that certain long-term projects are funded on an accrual basis with funds set aside for projects that may run for a year or two, such as certain RD&D and large and municipal customer projects.  Id., pp. 1088-1092.

CL&P requested permission to recover its "exposed costs" by way of a Cost Adjustment Mechanism (CAM) as contemplated in Conn. Gen. Stat. §16-19oo so that it can be made whole to the extent CL&M funds become unavailable for its contractual obligations.  CL&P Brief, p. 14.  Conn. Gen. Stat. § 16-19oo allows for approval of rate amendments for conservation and load management programs in a rate proceeding other than a full rate case upon the request of a company.  CL&P also indicated that it would welcome the opportunity to discuss a cost recovery mechanism with the Department at a technical session.  Id.

It is premature for the Department to grant permission for, or rule on, a CAM outside of a Conn. Gen. Stat. 16-19oo proceeding especially due to the current uncertainty regarding future C&LM funding.  It is the Department's intent to hear and rule on the Companies' "exposed costs" once funding conditions are stabilized and the need for a separate proceeding is apparent.  There may exist an interim period between the legislation's date certain when the terms of legislative action are known, and the proceeding aforementioned occurs.  The Department will allow the Companies to defer prudently incurred costs required under existing agreement terms and cancellation provisions in such interim period until determinations are made in the Conn. Gen. Stat. 16‑19oo proceeding, if required, of the necessity of such costs and the method of cost recovery.

4.
Revenue Recovery – Carryover and Surplus

CL&P stated that it has $118,000 in uncommitted funds from 2002 while UI stated that its 2002 uncommitted funds total $467,000.  Tr. 2/13/03, pp. 240‑244.  However, in their respective Final Budgets, the Companies assigned these funds to 2003 programs.  CL&P and UI Final Budgets.  In addition, CL&P testified that $1 million was available from uncommitted RD&D funds.  CL&P assigned these funds to program budgets in it Final Budget.  Further, based on cross‑examination, it appears that CL&P withdrew funding for its Refrigerator Early Retirement, Residential Time‑of‑Use and 50‑unit heat pump water heater pilot programs, assigning these funds to other initiatives.  CL&P Final Budget.

As the result of colder than normal weather, in the month of January 2003, sales exceeded UI’s forecast.  As a result, UI collected $235,364, or about 16% in C&LM revenues above those forecasted in that month ($1,726,555 ‑ $1,491,191).  Tr. 2/21/03, p. 870.  CL&P did not provide specific sales or revenue data for January but states “we track it (C&LM revenues) and generally wait until we are more in the year to decide whether we are over or under.”  Tr. 2/21/03, p. 711.

The Companies provide the Department with their monthly sales and revenue data in U.S. Department of Energy, Energy Information Administration Form EIA‑826 (2003).  Department review of this data finds that sales for the months of January, February and March 2003 have significantly exceeded sales for the same period in 2002.  These sales are the result of growth and colder than normal weather during those months.  Based on the foregoing, the Department concludes that it is likely that the Companies have collected C&LM funds in excess of their forecast for the first quarter of 2003.  However, the Companies have unilaterally allocated their 2002 uncommitted funds and certain current program dollars, in anticipation of Department adjustments, to other budget programs.

Based on the foregoing, the Department will require the Companies to submit a summary of their respective monthly forecasted and actual sales and C&LM revenues for 2003.  This monthly filing will commence upon issuance of this final Decision and must continue thereafter.  This filing must track all funds, providing a running total of said amounts.

Effective with this Decision, the Department will direct the allocation of all funding evidenced as future year fund surpluses and current year overcollections above budget.  If these revenue sources are insufficient to fund Department‑directed initiatives, the Companies must adjust the budget of other, less cost‑effective programs to provide for any shortfall.  The Department is aware that an overcollection in one month can be offset by an underrecovery in a future period.  Therefore, the Department will track these revenues and will be cautious when assigning dollars to each program. 

5.
Standard Filing Requirements


For the past two years, the review of C&LM programs has occurred during the budget period, resulting in a lag between approval of the budget and implementation of proposed new programs.  The Companies state that this has made it difficult to implement new initiatives in a timely manner because the Companies cannot proceed with such offerings without the Department’s approval.  The Companies state that this situation should be corrected and believe that the C&LM filing should be submitted in October, prior to the budget year.  Tr. 2/10/03, pp. 170‑173.

The Department agrees that the filing should be made in October.  Therefore, the Department will require that the annual C&LM filing be submitted no later than October 1st, preceding the budget year, to allow timely review of C&LM programs.  The October filing should include actual year‑to‑date expenditures through August 31st plus each Company’s estimate of expenditures through year‑end.  The Department’s goal is to issue a final Decision by mid‑December, providing the Companies with the time needed to implement programs early in the budget year.  This schedule will allow the Department approximately 10 weeks to render its final decision.


The Department has reviewed the Joint Plans, interrogatories and late-filed exhibits that have been submitted in the last three C&LM proceedings.  This review finds that there is information that is requested annually that should be incorporated into the Joint Plan as a Standard Filing Requirement (SFR).  Providing this information at the time that the plan is submitted will facilitate the review of these matters, reduce the Companies’ administrative costs and assist in meeting the above-noted December deadline for a final Decision.  Therefore, the Department will establish these requirements for an October filing, and will require that the SFRs be included in the upcoming C&LM filing for the program year of 2004.


The Joint Plan presented by the Companies compared 2001, 2002 and 2003 budgeted C&LM amounts.  Joint Plan, Exhibit CLP/UI 1, p. 5.  After review, the Department determined that comparing budgets for each of these periods did not provide sufficient comprehensive analytical detail regarding the actual historical financial performance within program and other non-program specific expense categories.  At the Department's request, the Companies provided overall information indicating the final 2002 budget, 2002 actual expenses, and proposed 2003‑2004 expenditures.  Response to Interrogatory EL-24.  The Companies also provided 2002 actual and 2003 budget details comparing actual and budgeted expense amounts, by major cost account, within each program and other non‑program specific expense categories.  CL&P Response to Interrogatory EL-25-RV01; UI Response to Interrogatory EL-25, Supp. 1.  Subsequently, as a result of legislatively mandated reductions to available C&LM funds, on March 17, 2003 CL&P provided a summary of 2003‑2004 Proposed C&LM budgets that reduced its budgets, by major category, by $8.8 million.  Budget Table A.

The Department finds that the detailed budget-to-actual comparisons provided by the Companies greatly assisted the Department's ability to analyze and interpret the financial aspects of the Joint Plan.  Therefore, the Department will require the Companies, in support of future C&LM Plans, to provide budget‑to‑actual details similar to those provided in the aforementioned responses to Interrogatory EL‑25 as part of its SFR.

Based on the foregoing, the following must be included for each program.  The Companies must utilize identical formats where appropriate.

a) Expanded narrative summary to more fully explain how each program operates and a timeline of annual events, goals, giveaways, etc.  The narrative shall explain whether the program has or will be sold for profit and how any profits have been accounted for.  The Companies shall also include a list of the measures and related incentive structure for each program.  Each program must include a narrative description and numerical example of how each customer incentive operates;

b) Five‑year historical summary of critical information for each program as well as the proposed budget, goals, and cost per kWh, measure, etc. as provided in Late Filed Exhibit No. 26.  Within this summary the Companies must describe the program's goal (i.e., number of homes) and explain how the goal for the budget period was established.  If the metric changes, (i.e., kWh savings becomes number of bulbs sold) the Companies must explain the reason for the change and provide data to reconcile past performance to the change.  This information must include the number of utility personnel (FTEs) that are required to operate each program;

c) Previous years budget to actual as well as the proposed budget in the format filed in Late Filed Exhibit No. 25;

d) Two‑year expanded budget detail sheets as filed in Late Filed Exhibit No. 13 for each residential program.  Due to the nature of these initiatives, the categories will vary by program.  The Companies will list the number and cost of all items that are provided free under each program, and shall show the Performance Incentive that can be achieved at 100% of goal.  Each program must show the Performance Incentive metrics that must be achieved to qualify for the incentive.  For example, if the SmartLiving Catalog must achieve a kWh goal and a cost per catalog, these must be shown.

e) An explanation of how the Performance Incentive operates for each program.

f) A sales and C&LM revenue forecast.

In addition to these requirements, the Department will require that the filing be submitted in a three‑ring binder, separating each program by customer class and program.  The Companies will be required to submit a sample SFR for all programs for approval by the Department.  The Department will work with the Companies to refine these filing requirements immediately upon completion of this proceeding.

6.
Performance Incentives


The Companies are allowed to earn a Performance Incentive through the successful implementation of C&LM programs.  The incentive is based on each Company’s ability to meet or exceed certain goals.  The incentive proposals are presented in Exhibit 7 of the joint filing.  The goals are based on the original budgets and have not been updated to reflect the $12 million legislatively mandated reduction.  As proposed, approximately 88% of the Performance Incentive for each Company is based on the aggregate performance of the multiple programs that operate within each sector, (i.e., residential or C&I programs) and the remaining 12% of the incentive is based on the performance of individual programs.

The Companies state that the ECMB and its consultants establish the goals for each program.  Tr. 2/13/03, pp. 359‑362.  The target goals at the sector level are Electric System Benefits, stated in dollars.  This goal is calculated by multiplying the estimated savings in MWhs times a value per MWh, plus demand savings in kW, times a value per kW.  CL&P’s original proposal included a goal of 20 MW for load management in SWCT but did not isolate the goals for other conservation programs for SWCT.  CL&P modified its proposal to include specific kW goals for its conservation programs for SWCT.


The following table shows the performance percentage and the pretax incentive available under the Performance Incentive.
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Source of Data: Exhibit CLP/UI-7


The Department believes that the overall structure of the Performance Incentive is appropriate and therefore, we will not alter the basic concept.  Using the Electric System Benefit as the goal for all programs allows the Companies to trade off between kW and kWh savings while maintaining the benefit goals.  Aggregating the performance of all programs also allows the Companies some flexibility to adjust budgets to pursue the most cost-effective programs.  However, the addition of a kW goal for SWCT, provides a strong incentive to deliver demand reductions in that critical area.  Therefore, the Department will require that this standard be established.

The Department agrees that in addition to overall sector goals, in some cases program‑specific goals are also appropriate.  There are some programs, such as the SmartLiving Center and eesmarts, where tracking electric savings would be impractical and costly.  The Department believes that it is appropriate to establish non‑electric savings goals for these types of programs.  Therefore, the Department will establish a separate goal for the SmartLiving Center and eesmarts.

The total goals must equal 100% of the total incentive money.  It appears that some of the special program-specific goals would result in the total incentive exceeding 100%.  In light of the potential reduction to the C&LM budget, and changes to the performance targets discussed herein, the Performance Incentive for 2003 must be reviewed by the Department.  This issue will be discussed when the Companies meet with the Department.

The Companies submitted a summary of their historical performance under each program.  Late Filed Exhibit No. 20.
  The following further summarizes this information for UI.
  As the table demonstrates, UI has been very successful in exceeding its targets annually.  For example, the target for the Residential Sector Total for 2002 was set at 11 million kWhs.  UI achieved approximately 16.4 million kWhs, or 48% above its target.
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Residential Sector Total

2001

kWh

14,115,490

17,266,071

122%

7%

2002

kWh

11,057,636

16,358,852

148%

8%

2003

lifetime kWh

116,482,213

-

Retail Lighting

2001

sales

15,010

20,752

138%

8%

2002

sales

48,565

75,778

156%

8%

2003

products

60,000

-

Low Income

2001

cust. served

6,500

7,720

119%

8%

2002

cust. served

5,003

7,078

141%

8%

2003

products

5,040

-

New Homes

2001

12% of mkt.

127

128

101%

5%

2002

8.6% of mkt.

106

141

133%

8%

2003

12% of mkt.

???

-

C&I Sector Total

2001

kWh

55,133,602

61,968,160

112%

6%

2002

kWh

33,210,067

47,225,369

142%

8%

2003

lifetime kWh

742,680,105

-

Small Business

2001

Cust. served

1,224

1,294

106%

5%

2002

Cust. served

1,035

1,406

136%

8%

2003

Cust. served

1,102

-

Source of data: Late Filed Exhibit No. 20.

The United Illuminating Company - Performance Summary



As a result of UI’s success, it generally earns well in excess of the 5% Performance Incentive that it can earn by achieving only 100% of a target.  However, the Department questions how the annual targets are being established.  Using the C&I Sector Total as an example, UI achieved 61.9 million annual kWhs in 2001.  Yet the target for 2002 was set at 33.2 million kWhs, 54% below the actual savings achieved in 2001.  A similar situation exists for the Residential Sector Total, Low Income and Retail Lighting.  For CL&P, as discussed in Section II., SmartLiving Catalog, CL&P set its 2003 target for the SmartLiving Catalog 43% below its 2002 actual performance.


The following table provides a more detailed overview of a specific program.  As the table shows, UI consistently exceeds its annual target for the number of customers it serves under the UI Helps program.  However, in general, the target for each succeeding year is set below the actual goal that was achieved in the previous year.
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2000

cust. served

4,859

6,452

133%

2001

cust. served

6,500

7,720

119%

2002

cust. served

5,000

7,078

142%

2003

cust. served

5,040

-

Budget

Actual

Under/Over

Budget

Actual

Budget

Actual

2000

$1,542

$1,795

116.4%

$317.35

$278.21

$0.039

$0.035

2001

$1,519

$1,500

98.7%

$233.69

$194.30

$0.030

$0.025

2002

$1,235

$1,168

94.6%

$247.00

$165.02

$0.032

$0.021

2003

$1,267

-

116.4%

$251.39

-

$0.051

Source of data: Late Filed Exhibit No. 26.

Cost/Unit

UI Helps

The United Illuminating Company - Overall Program Costs

$/LTkWh



Further, the Company is generally able to provide service under this program at a cost that is below its budget.  This is shown in the Cost/Unit column, budget to actual.  Yet, the budget for each succeeding year is consistently set above the actual cost to run the program in the previous year.  Noteworthy is the 143% increase in the cost per lifetime kWh from 2002 to 2003 under this program.  In 2002 the actual cost in $/LTkWh was $.021.  UI has budgeted this cost to increase to $.051 in 2003.

The Department notes that the performance indicator for UI’s C&I sector for 2003 changed from annual to lifetime kWhs.  Absent a complete analysis of each change to a metric, modifying the indicator makes it difficult and time consuming for the Department to evaluate the reasonableness of any revised target.


UI attributes annual changes in targets and costs to a changing marketplace.  For residential programs, UI cites more stringent Energy Star standards for increasing the cost to achieve each kWh of savings.  UI states:

Energy Star standards that increase, decrease the number of kilowatt‑hours that are going to be saved . . . because the standard appliance standards will increase.  You still spend one hundred bucks on a rebate, but instead of getting 100 kWh per unit you are only getting 50 or 25.  Tr. 3/10/03, pp. 1001.

UI is correct.  All things being equal, reduced kWh savings per measure will increase the cost per kWh to achieve the savings.  However, UI’s argument is invalid when measuring the cost of a program on the basis of each customer, household or appliance.

Unlike the Companies’ regulated activities, C&LM programs allow the Companies to earn a return based on an expense; the greater the expense, the greater the potential dollars that are available under the incentive.  The critical component to achieving the Performance Incentive is the annual target.  Based on the evidence in this proceeding the Department finds that targets are generally being understated.


Since 2000, the ECMB has sought to reach as broad a customer base as possible through the C&LM fund.  To accomplish this goal, the Companies have created a wide variety of programs.  Although this goal is laudable, the ECMB must review each program to assure that C&LM dollars are being used as cost‑effectively as possible.  Programs that demonstrate excessive costs on a customer, measure or kWh basis must be re‑worked, merged with other programs or eliminated.

The Department therefore requests that the ECMB focus additional attention on establishing goals that challenge the Companies to achieve projected savings and to assure that ratepayer funds are being used as effectively as possible.  Mature programs should demonstrate increased energy savings while maintaining or reducing the cost to achieve those savings.

The ECMB and the Companies must evaluate each program, determine its value and decide whether a program should continue.  The review must include the historical and projected trending of the overall cost, and the cost per measure, and lifetime kWh.  Based on this review, the ECMB should establish benchmarks for each program and the Companies and the ECMB must then evaluate success or failure on a program‑by‑program basis.  Based on the foregoing, the Department believes that the ECMB must establish multiple benchmarks for each program to allow the ECMB to review the true cost and merit of each initiative.  Further, the benchmarks must be simple to understand and administer.  Based on the foregoing, the benchmarks should include the following standards:

Savings in kWh and/or kW;

Average cost per lifetime kW and kWh saved;

Average cost per measure, product, item produced or customer reached;


The Department has incorporated the above noted standards into the analysis of some programs in this Decision.  The SFRs must include this information for each program going forward.

7.
Torchiere Giveaway


In December 2002, CL&P conducted a torchiere/bulb giveaway at its SmartLiving Center.  The product used in this program were items that were not sold by a retail outlet that had participated in the "Change-a-Light, Change-the-World" fall retail lighting promotion.  CL&P agreed to purchase these items from the retailer, and as an alternative to shipping and warehousing these products, CL&P decided to distribute them back to customers at the SmartLiving Center.  Under this event, CL&P provided two torchieres and six compact fluorescent light bulbs (CFL) free to anyone that came into its SmartLiving Center, until supplies ran out.  Late Filed Exhibit No. 10.

During the event, which was held during the last two weeks in December, CL&P provided 1,716 torchieres and 1,805 bulbs to 1,025 customers who visited the Center.  CL&P claimed energy savings from these products totaling 12,321,175 lifetime kWh toward its 2002 goals.  Final accounting of residential savings overall indicates that prior to inclusion of these products, the programs had achieved 808,633 LTMWh, or 108.7% of the target goal (808,633MWh/744,231MWh).  After inclusion of the event savings, residential programs achieved 820,954 LTMWh or 110.3% of the target goal 820,954MWh/744,231MWh).  These additional savings resulted in CL&P earning and additional $210,000 through its Performance Incentive.  CL&P states that the program was very cost effective.  Tr. 3/13/03, pp. 281‑295; Tr. 3/10/03, pp. 928‑953.


The following table summarizes the cost and savings provided by this event.  As the table shows, it cost approximately 5 mills per lifetime kWh saved to achieve these total savings, one of the lowest cost rates for any program that is run by the Companies.
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Torchiere

1,716

$32.00

$54,912

Bulbs

1,805

$3.50

$6,318

  Total Cost

$61,230

Total Savings

12,321,175

   Cost per kWh saved

$0.004969

Source of data:

  Late Filed Exhibit No. 10; Tr. 3/13/03, pp. 281-295.

  Tr. 3/10/03, pp. 928-953.

SmartLiving Center Torchiere Giveaway


The Department questioned the nature and timing of this event.  The giveaway was initiated two weeks before the end of the year, at which time CL&P’s residential lighting programs had achieved 108.7% of goal.  At that level of performance, CL&P would have earned a 5% Performance Incentive.
  CL&P had anticipated that the fall promotion for the “Change‑a‑Light” event would have been more successful than it was.  When that promotion fell short of its goals CL&P chose to give these products away, allowing it to claim the savings as if the torchieres and bulbs had been purchased through the fall event.  In doing so CL&P increased its Performance Incentive.

Giveaways have been used to entice customer performance in C&LM programs.  For example, the Companies have ‘raffled’ energy efficient clothes washers as a means of promoting their respective SmartLiving Centers.  Further, UI provides one free CFL as an inducement to have customers visit their SmartLiving Center, but does not count the energy savings from that item toward a kWh goal.  Instead, UI counts the visit toward its goal of number of visitors to the SmartLiving Center.  UI believes that it is inappropriate to claim energy savings from products that are simply given away.  Tr. 2/13/03, pp. 290‑292.  


It may be appropriate to count the energy savings from product giveaways toward kWh goals or, as in UI’s case, use a give‑away toward achieving other goals within a program.  See the discussion in Section II., SmartLiving Center.  However, giveaways and their related imputed savings must be calculated with caution to avoid the appearance of ‘gaming’ the Performance Incentive and to assure that actual savings are being achieved.  Further, as noted by CL&P, depending on the product, a giveaway, or a large incentive can result in load building.  Tr. 3/10/03, p. 943.


Predicting the savings from giveaways will vary by product.  For example, if a heat pump water heater were given away, (i.e., installed at a customer’s home) savings would be certain.  However, the savings associated with a free torchiere are less certain while the savings from giving away CFLs are even more difficult to predict.

In just over two weeks CL&P claimed 12.5 million lifetime kWh savings while incurring essentially no marketing or administrative cost.  CL&P states, “we did not have an opportunity to market it (the giveaway) other than with just signage at the Center and word of mouth, but that seemed sufficient.  We could barely keep up with the demand for consumers wanting lamps.”  Tr. 2/13/03, p. 281.  Further, because the program was simple to administer, existing C&LM staff were used to calculate the savings by simply counting the coupons that had been filled out by the customers.  This event also increased traffic at the SmartLiving Center.  By comparison, CL&P’s proposed Refrigerator Early Retirement Program carries a total cost of $900,000 (15 times the cost of the giveaway) with potential lifetime kWh savings of 25.3 million kWh (only twice that of the giveaway).


Based on CL&P’s estimate of energy savings, the torchiere giveaway demonstrates that conservation can be delivered at an extremely cost-effective rate.  This program also shows how a simple delivery mechanism, straightforward calculation of energy savings (per measure basis) and large incentive can significantly reduce the administrative and marketing costs that work to erode savings.  The bottom line is increased energy savings at a much lower cost.  Recognizing that giveaways can be extremely cost‑effective, the ECMB should focus some attention on designing programs that include this feature, or, in the alternative, design programs that include significant incentive payments, thus limiting the expense for marketing and overhead.  However, the ECMB must consider each technology on a program‑by‑program basis to assure that the savings that are claimed are occurring and that load building and fuel switching do not result.  The analysis in Section II, Heat Pump Water Heaters – Hot Shot, provides an example of a plan to market the heat pump water heater program that includes a significant incentive (initially) and that limits the marketing costs to conduct this program.

The Companies state that the market for CFLs has reached a “mature stage of transformation.”  Joint Plan, p. 2.  Therefore, the Department questions the validity of counting the savings from free CFLs toward savings goals.  In addition, it may prove costly, and therefore counterproductive, to measure the savings from giving bulbs away.  Therefore, CFL giveaways must be extremely limited.  As discussed in Section II, SmartLiving Center, the cost of such giveaways must be assigned to the program that is being incented.


The Department believes that the ECMB should examine each program with an eye toward reducing the marketing and administrative costs, where appropriate, in order to increase savings while avoiding load building.  See also discussion in Section II, Renewable Energy.  As demonstrated above, giveaways may provide a tool to accomplish that goal.  In addition, the calculation of energy savings should be simplified for all programs, providing a straightforward savings‑per‑measure standard.  Regarding giveaways, as discussed in Section II, Standard Filing Requirements, the Companies will be required to list all giveaways that are planned within the annual time line for each program in the SFRs.

Based on the foregoing, the Department will require that the ECMB must be made aware of and approve all giveaways within all C&LM programs.  Further, the Department will require a summary of all giveaways for 2003.  The summary shall include a narrative description of the events that are planned or that have occurred, per program, with the cost of the giveaway and a breakdown (with supporting calculations) for the estimated kW and kWh savings.

8.
Pay‑As‑You‑Go


At present, UI offers its small business customers a payment option that allows the customer to finance the installed cost of conservation measures based on the energy and related cost savings that the measure provides.  UI estimates the cost savings, develops a payment stream, and then includes the payment as a line item on the customer’s electric bill.  This pay‑as‑you‑go approach eliminates the up‑front payment from the customer, which can be a barrier to participating in C&LM.  CL&P offers a similar financing arrangement.  However, CL&P states that due to billing constraints, it cannot include the payment as a line item on the customer’s electric bill.  As a result, CL&P uses its sundry billing system to issue the customer a separate bill for these C&LM services.  Tr. 2/21/03, pp. 716‑722.

At the Department’s request, CL&P submitted an estimate of the cost to modify its billing system to include a line item on the customer’s electric bill for this purpose.  CL&P estimates that it will cost $104,600 to make this change and that it would take approximately 10 months to fully implement it.  Late Filed Exhibit No. 24; Tr. 3/10/03, pp. 887‑897.

UI cited the benefits that it has seen from this type of payment arrangement including the convenience that it provides to the customer.  UI states, 

The idea behind it (line item billing) was that this would be the most convenient way for a customer to deal with it (C&LM repayment) especially when we look to our small business customers who have enough coming at them from a lot of different places that they can simply get a bill, see the line item on there and have it paid and not be concerned about writing another check, sending another check in the mail.  Tr. 2/21/03, p. 736.

Eliminating the extra bill that is currently rendered by CL&P will prove to be very convenient for its customers.  In addition, although the customer is initially repaying a loan, the line item on the bill represents future conservation‑related savings that the customer will realize once the loan is repaid.  Including a line on the bill, and identifying it as conservation‑related savings, will reinforce conservation for the customer.  Based on the foregoing, the Department will require CL&P to modify its billing system to allow it to bill conservation and related services on the customer’s electric bill.

The Department has reviewed the estimated cost to make this change and finds it to be reasonable.  Therefore, the Department will allow CL&P to spend up to $104,000 from C&LM funds to pay for this change.  This cost must be allocated among all of the programs that use the service.  As discussed below, and prior to committing these funds, CL&P must report to the Department regarding the Pay‑As‑You‑Save© program that is currently being offered in New Hampshire.

As discussed in Section II, Heat Pump Water Heaters – Hot Shot, the Department believes that there are opportunities to include a pay‑as‑you‑go mechanism within residential programs.  Therefore, the Department will require that the Companies make a pay‑as‑you‑go, or similar billing arrangement, available to its residential customers.  The ECMB should consider implementing the first residential pay‑as‑you‑go offer under the heat pump water heater program, should the HPWH prove viable.  The Companies caution that a residential pay‑as‑you‑go mechanism must be carefully designed to avoid extended payback periods or a program that ties the payment to a portable item, such as a refrigerator.  Tr. 2/21/03, p. 764.  The Department is aware of these concerns and urges the ECMB to examine each program to determine whether a pay‑as‑you‑go option should be incorporated in other initiatives.


CL&P’s sister company, Public Service of New Hampshire (PSNH), has implemented the Pay‑As‑You‑Save© program (PAYS), for its municipal customers.  (See the web site for Northeast Utilities and PSNH, www.nu.com.)  PAYS allows a customer to pay the total cost for certified cost‑effective energy efficiency measures over time, using a portion of their expected savings.

The Department seeks to provide additional opportunities for Connecticut customers to participate in C&LM programs and to make it convenient for customers to do so.  Further, the Department seeks to lower program costs, reach markets that may not currently participate in C&LM programs and increase participation by markets that already participate.  These markets include tenants, municipalities and non‑profit organizations.  PAYS and/or pay‑as‑you‑go billing, appear to provide a means to achieve these goals.  Given that PSNH has implemented PAYS, CL&P’s C&LM personnel may already be familiar with the program.  Therefore, prior to committing any funds to modifying its billing system, CL&P will explore the potential to implement PAYS in Connecticut in the context of the ECMB.  Also, CL&P will be required to submit a report regarding its experience with the PSNH PAYS.  The report must include, but is not limited to, the following information.

· Summary of PAYS and how it operates in New Hampshire;

· All changes that were necessary to implement PAYS in New Hampshire (e.g., changes to the billing system and the applicability of those changes to CL&P, changes to tariffs, etc.);

· How PAYS applies to distributed generation;

· How PAYS can be applied to the residential class;

· Potential to implement PAYS in Connecticut.

Based on a review of the filing, the Department will meet with the Companies and the ECMB to determine how to proceed with implementation of PAYS and/or the pay‑as‑you‑go option.

9.
Sale of Conservation Programs


The cost to operate UI’s SmartLiving Center includes a licensing fee that is paid to CL&P for the use of the SmartLiving trademark.  CL&P states that 15% of the licensing fee it receives from UI is directly assigned to The Western Massachusetts Electric Company (WMECO) because WMECO shared in the cost to develop the SmartLiving name.  The remaining revenue is split 50/50, with 50% being credited directly to the budget for CL&P’s SmartLiving Center and the remaining 50% being applied to nonoperating income to shareholders.  UI also pays a management fee for the use of the SmartLiving Catalog, and CL&P states that it allocates those revenues in the same manner.  CL&P cites the Department’s ruling in Docket No. 01‑01‑14 regarding the sale of conservation programs in support of its accounting treatment of these revenues.  Tr. 2/13/03, p. 328, 334‑338; Tr. 2/14/03, p. 546.

CL&P states that it also pays a management fee to UI for the eesmarts educational program.  However, UI states that it does not allocate these revenues 50/50, but returns 100% of those funds to the eesmarts program.  Id.


In the Decision dated September 19, 2001, in Docket No. 01‑01‑14, DPUC Review of The Connecticut Light and Power Company and The United Illuminating Company Conservation and Load Management Programs and Budget for 2001, the Department approved a sharing mechanism for the profits from the sale of C&LM programs.  The mechanism requires the Companies to flow 50% of the profit from such sales back to the conservation program that generated the profit and allows the Companies to retain the remaining 50% as earnings (Sharing Mechanism).  In addition, as a further inducement to aggressively market turnkey programs, the Department allowed the Companies to exclude such earnings from the calculation of their respective earned return on equity.  The Decision also required the Companies to submit a summary of the profit from the sale of C&LM programs in all future C&LM filings.  Decision, p. 7.


The Decision in Docket No. 01‑01‑14 states:

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 . . .Therefore, a 50/50 sharing of the margin from the marketing of these programs is reasonable.  Decision, p. 7.

The Companies were aware that this ruling covered profits from the marketing of C&LM programs to out‑of‑state utilities or in‑state utilities whose customers do not participate in the C&LM fund.  For example, a CL&P witness testified in Docket No. 01‑01‑14 as follows:

I think as a germane issue (profits from the sale of C&LM programs or the revenues earned from selling advertising space in the SmartLiving Catalog) that bears looking into because there could be some opportunities to do some things like that, especially given the fact there are other states around the country that might be able to benefit from some of the program developments that we have here, and so the question is how would you price that, how would the revenue be characterized.  The company would like to see some benefit that could be captured there, and since you just brought up the issue, I didn't want to let the point pass without getting a little more visibility because I think it is a very important matter and one that has mutual benefit for every one.  Docket No. 01‑01‑14, Tr. 5/2/01, p. 89.

UI’s understanding of the request for a Sharing Mechanism is demonstrated in its testimony in that same proceeding.  UI states:

UI believes that the most appropriate business basis for out‑of‑state C&LM value‑creation is a 50/50 partnership of the C&LM fund and UI’s shareholders.  This would imply that both partners would share equally in the costs and revenues of such activities.  UI believes that this would appropriately align shareholder and consumer risks and rewards.  Docket No. 01‑14‑14, Late Filed Exhibit No. 18.

In the Decision dated April 8, 1998, in Docket No. 97‑10‑01, DPUC Review of The United Illuminating Company’s 1998 Conservation and Load Management Program and Budget, the Department ordered The United Illuminating Company (UI) to participate in the joint implementation of the SmartLiving Catalog.  Decision, pp. 6‑10.  At that time, the Department allowed CL&P to assess UI a management fee for UI’s participation in that program.  Once joint implementation of the Catalog program proved successful, the Department ordered the Companies to implement additional joint programs and to combine all C&LM programs into a joint filing.  See 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, pp. 4‑6; 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, pp. 5‑8.  Since joint programs are required, CL&P and UI do not market these programs to each other.

The spirit of the Sharing Mechanism was to provide the Companies with an incentive to market their C&LM programs to outside utilities.  While UI has abided by the spirit and intent of the Sharing Mechanism, CL&P has not.  By taking advantage of the Sharing Mechanism to direct C&LM funds to its bottom line CL&P has abused this privilege.  The amount of revenues that were misdirected by CL&P were relatively small, however, the Department is concerned that CL&P will continue this behavior where it can.  The Department encourages the Companies to sell their conservation programs to outside utilities.  However, the Companies cannot sell programs to each other.

CL&P was authorized to assess a management fee to UI for this program.  These fees are not profit from the sale of a program, but are intended to recover costs that CL&P incurs in operating a program.  Therefore, it is inappropriate to allocate a portion of these dollars to WMECO.  CL&P has assessed fees to UI since 1999.  However, the record in this proceeding is not clear as to how CL&P has treated those revenues since that time.  In light of the Department’s finding, CL&P will be directed to provide a complete accounting of all fees it has received from UI since 1999.  Further, CL&P shall provide a complete accounting of all revenues that it has accounted for under the Sharing Mechanism.  Based on our review, the Department will determine whether CL&P must reimburse the C&LM fund, and, will consider whether to further investigate CL&P’s actions in this regard.


Regarding licensing fees, it is reasonable to assess a licensing fee for use of trademark or copyrighted material, and to allocate a portion of these revenues to WMECO.  However, CL&P’s portion of the fee must flow back to the appropriate C&LM program.

10.
Clean Energy Bus


Pursuant to Motion No. 4, the Clean Energy Fund was designated as a Participant to this proceeding.  Letter dated January 28, 2003.


The Connecticut Clean Energy Fund (CCEF) seeks to develop an educational program to teach about sustainable, renewable sources of energy.  The centerpiece of the program is a fuel cell powered bus that will travel throughout Connecticut, educating children and adults as to the merits of renewable energy.  CCEF is seeking sponsors to finance this project, and has requested a commitment from the C&LM fund of $250,000 per year for five years.  Tr. 2/21/03, pp. 692‑695.


The Department supports education as a component of C&LM and points to our support for the Institute for Sustainable Energy and the implementation, and continued support of, the eesmarts program.  In addition, many programs, such as the SmartLiving Center, contain educational components.  Although the CCEF bus has merit, the C&LM fund is providing a substantial amount to support education through these programs at the present time.  The Department does not believe that it is appropriate to dedicate additional funding to this educational effort at this time.  Therefore, the Department denies CCEF’s request.

11.
Pinpoint Power

Pursuant to Motion No. 7, Pinpoint Power (Pinpoint) requested intervenor status in this proceeding.  Motion No. 7.  Pinpoint submitted pre‑filed testimony dated February 7, 2003.  Pinpoint was granted limited status in this proceeding.  Tr. 2/10/03, pp. 8‑10.


Pinpoint states that it develops, owns and manages power generation and demand‑side management assets in the Northeast and that it targets projects in transmission-congested areas like SWCT.  Pinpoint states that it signed 8MWs of Class 1 demand response in the 16 preferred towns in SWCT in 2002 and that it plans a larger offering in 2003.  Pinpoint has applied to NEPOOL to become a full participant as a Demand Resource Provider and expects its NEPOOL membership to become effective March 1, 2003.  Pinpoint is seeking C&LM funding to develop a concentrated marketing program to educate electricity customers in SWCT about current demand response strategies, specifically, the ISO’s real‑time load response program.  Pinpoint PFT, p. 2‑4; Tr. 2/14/03, p. 498.


Pinpoint is requesting $150,000 to market itself to customers that may participate in the ISO Load Response Program.  The Department will not direct C&LM to cover marketing costs of vendors.  Therefore, Pinpoint’s request is denied.  The Department notes that financial incentives for load reduction programs are available on an equal basis to third party vendors, like Pinpoint.  See the Second Interim Decision, p. 4, dated March 26, 2003, in the instant proceeding. p. 4.

12.
OCC Consultant


Pursuant to a letter dated February 10, 2003, the OCC states that it will submit pre‑filed testimony from its consultant during the summer of 2003.  The Department believes that the OCC’s consultant will provide valuable insight regarding the Companies’ use of C&LM funds and the structure of C&LM programs.  We look forward to their report.

The Department believes that there are opportunities to streamline C&LM programs.  However, this topic has not been broached.  Further, it is likely that the vendors that deliver these programs, or that are otherwise involved in the day‑to‑day operation of C&LM activities, are best positioned to suggest ways to improve the delivery of these services.  Therefore, the Department urges the OCC to consider expanding the scope of the consultant’s work to include interviews of C&LM vendors with an eye toward creating additional efficiencies within all programs.

13.
General Awareness Campaign


The Companies budgets include funds for marketing within essentially all programs.  For example, CL&P’s budget includes approximately $2.4 million for advertising, spread among its various programs.  Table D.

The Department believes that there is value in targeting a general awareness campaign in SWCT that is directed at promoting residential off‑peak consumption.  In the Draft Decision the Department directed each Company to allocate $175,000 for this type of initiative.

In its Written Exceptions, CL&P states that although a general awareness campaign is laudable, that it does not have the funds to support this effort.  Written Exceptions, p. 8.  UI states that it has funds available for this purpose.  UI Written Exceptions, p. 2.  The Department will require that if funding is available on July 1, 2003, that CL&P allocate $175,000 of said funds to a general awareness campaign.  The Companies will be required to meet with the Department to finalize this ad campaign.

14.
Residential RFP


The Decision dated September 19, 2001, in Docket No. 01‑01‑14, states:

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.  Decision, p. 15.


CL&P states that the Companies have provided for the participation of the residential market in the RFP process through its C&I RFP Program.  Joint Plan, p. 44; CL&P Written Exceptions, p. 13.  CL&P also states that the Companies chose this method of program delivery because it anticipated that the most likely participants in a residential RFP process would be multi‑family housing, or other aggregated housing, such as condominiums.  Id.  Based on the foregoing, the Department finds that the Companies are providing an opportunity for the residential class to participate in the RFP process.

15.
Renewable Energy

The Companies have proposed a rebate of $300/kW for renewable technologies that are installed on the customer side of the meter.  Commercial and industrial customers that participate in the C&I RFP and New Construction/Energy Blueprint programs would be eligible for these rebates.


In the Decision in Docket No. 01‑01‑14, states “renewable energy projects should be considered a conservation program like all other technologies with no funding limit.”  Decision, p. 33.  The Department continues to support this position and believes that incentives are even more appropriate today.  Therefore, it is appropriate to provide incentives for renewable technologies through the C&LM fund.  The savings from renewable distributed generation justify a much higher incentive.  Given the initial high cost of this technology and its potential benefits, the Department believes a higher incentive is warranted and therefore will require that the Companies establish approve an incentive of $500/kW for renewables.  Customers in 16 critical town areas of SWCT will be given an additional incentive of $100/kW to encourage installations in that region of the state.  All customers, including residential and municipal customers, will be eligible for this program.  Further, there is no requirement that the customer participate in any other C&LM initiative.


The budget for UI renewable energy initiative, if demand exceeds the level of funding available from budget overcollections, must be transferred from other programs.  The Companies should advertise this program simply by mailing/emailing an announcement to manufactures and dealers of renewable technologies explaining the rebate and providing a contact person.  Customer Service personnel should also be informed how to correctly direct requests.  The Department intends for conservation funds to complement those of the Clean Energy fund by providing funding for renewable technologies on the customer side of the meter that do not receive funding from the Clean Energy fund or receive less than $500/kw.

In the Draft Decision, the Department allocated additional funds to a Renewable Energy Program.  Should the C&LM budget be reduced, these funds may not be available.  However, the Department will require that if funding is available on July 1, 2003, that CL&P allocate $300,000 and UI to allocate $150,000, for this program.

E. Residential Programs

1.
Heat Pump Water Heaters – Hot Shot


Since 1996, CL&P has worked with manufacturers to develop a residential heat pump water heater, the ‘Hot Shot.’  Because this technology was not commercially available, CL&P chose to purchase an inventory of Hot Shot units, and at the present, owns 2,000 units valued at approximately $1.3 million.  During the past two years, CL&P encountered technical problems with the latest version of the Hot Shot, and in October 2002 halted the installation of these units.  CL&P is currently negotiating a settlement with the manufacturer regarding CL&P’s current inventory of product.  CL&P expects a final resolution of this matter in late 2003.  As a result of these events, CL&P proposes a budget of $120,000 for 2003 to cover costs related to the ongoing maintenance of the units that are currently installed.  UI has fewer than 60 Hot Shot units installed in its service territory, and as a result UI has budgeted zero for this program for 2003.  Response to Interrogatory EL‑6; Joint Plan, Table A, and Table A‑1; Tr. 2/10/03, pp. 182‑193.


Over time, the market has developed a one‑piece heat pump water heater (HPWH) for residential applications.  Unlike the Hot Shot, which is a stand‑alone device (an add‑on for an existing heater) that requires installation by a contractor, the HPWH has an integral heat pump and can be installed as a ‘drop‑in’ replacement for an existing water heater or in new construction.  Although the manufacturer stands behind its HPWH, as a result of the technical problems encountered with the Hot Shot, CL&P is reluctant to market the HPWH through its C&LM programs without conducting a comprehensive, independent pilot of this product.
  CL&P has undertaken a study to gather information to avoid a ‘false start’ for the HPWH, which could harm its entry into the market.  CL&P is conducting a 20‑unit pilot (Pilot) installation under its RD&D program at a cost of $262,000.  Tr. 2/10/03, p. 185; Response to Interrogatory EL‑8.

CL&P would like to expand the Pilot by conducting a parallel, but far less comprehensive, study of an additional 50 HPWHs.  CL&P states that the parallel study would assist in training installation contractors, thereby facilitating the development of the infrastructure necessary to bring this product to market efficiently.  The cost of the parallel study is approximately $225,000 and would be budgeted in 2003.  The ECMB does not support the parallel study, believing it to be duplicative.

CL&P states that the market potential for the HPWH is in excess of 270,000 residential customers, and, in addition to the residential market, the manufacturer is developing a HPWH that can be used in smaller commercial applications.  CL&P estimates the commercial market at 40,000 customers.  Response to Interrogatory EL‑11; Late Filed Exhibit No. 7.  UI states that its market for the HPWH totals 3,000 heaters, and is limited to heaters that are uncontrolled, with a capacity greater than 50 gallons, and located in an unheated space of 1800 cubic feet or more.  This equals approximately 300 replacement heaters per year.  Response to Interrogatory EL‑11.


CL&P describes the HPWH RD&D project as being “extremely valuable” because, like the Hot Shot, the HPWH has the potential to reduce the electricity used to heat water by 50%.  In addition, the HPWH demonstrates a reduction of 2/10th of one kW per unit and provides the potential to displace dehumidifiers.  Dehumidifiers are among the appliances showing the greatest increase in saturation among residential customers, rising from 31% in 1987 to 53% in 2000, and these appliances  are likely driving peak demands.  Further, CL&P indicates that the installed cost of the HPWH is $1,000, which is approximately the cost of the Hot Shot.
  Response to Interrogatories EL‑7 and EL‑9 Bulk, Northeast Utilities 2000 Residential Dwelling & Appliance Saturation Survey, p. 1; Tr. 2/10/03, p. 195; Tr. 2/13/03, p. 346.


The Oak Ridge National Lab recently completed a year-long field test of the HPWH.  The following are some of the conclusions from that study:

· Energy savings averaged 55%, ranging from 44% to 62%;

· Dehumidification varied based on climate and season;

· Maximum dehumidification was six pints of water per day;

· Diversified electricity demand was reduced substantially
, and

· No significant difference was found in the quantity of hot water available to users
.


CL&P expressed a high degree of confidence in this technology and expects that the Pilot will show that a market transformation initiative for HPWHs should be supported with C&LM funds.  Tr. 2/10/03, p. 206.  Further, the Hot Shot demonstrated a high benefit to cost ratio.  This ratio will improve for the HPWH because current avoided costs have increased.  Given the tremendous energy savings potential of this technology, the Companies must be prepared to implement a program for residential HPWHs, should the Pilot show that this technology is viable.  Additionally, a program for commercial applications should be readied for implementation also.

In its Written Exceptions, CL&P states, “the Draft implies that the HPWH program must be made available in 2004 regardless of whether or not the product is working successfully.”  CL&P Written Exceptions, p. 8.  The Department intends for this technology to be supported with C&LM funds only upon a successful evaluation of the unit.


UI identified its potential market for the HPWH as 3,000 heaters.  However, UI failed to include the vast majority of the residential electric water heaters in its service territory, some 27,000 storage‑type heaters that range in size from 80 to 120 gallons.  Approximately 14,000 of these heaters are provided to UI’s customers under UI’s water heater rental program.  Under the rental program, the total installed cost of a heater ranges between $740 to $860.  The customer pays $350 of the total cost, up‑front, and is then billed a monthly rental fee.  These heaters are controlled to limit on‑peak consumption.  UI conducted a study and found that the heat pump technology is compatible with its controlled water heaters.  See Decision dated September 26, 2002, in Docket No. 01‑01‑14, DPUC Review of The United Illuminating Company’s Rate Filing and Rate Plan Proposal, pp. 77 and 78; Docket No. 01‑01‑14, Tr. 7/12/01, p. 1464.  Therefore, UI and the ECMB must target these heaters.  The potential may exist to establish a HPWH rental program and the ECMB should examine this issue as well.

CL&P’s torchiere giveaway demonstrates that the Companies may be able to significantly reduce the overall cost to deliver conservation by replacing expensive marketing campaigns and high overhead and administrative costs with an incentive strategy (up to the full cost of the measure) that is designed to stimulate word‑of‑mouth advertising.  See discussion in Section II, Torchiere Giveaway.  The Companies caution however that, based on the individual measure, incentives must be controlled to avoid load‑building.  The Companies also state that it is unlikely that the HPWH will result in fuel‑switching, even with a high incentive. Tr. 3/10/03, p. 943; Tr. 2/10/03, p. 209; Response to Interrogatory EL‑10.

The Department believes that the HPWH is a measure that may be marketed with a high incentive.  Utilizing a high incentive should provide an inducement for the manufacturer to market this product through its own distribution network of wholesale supply outlets, plumbing contractors and retail stores.  This in turn should limit the Companies’ marketing cost for this program.  This was not the case under the Hot Shot program because CL&P held the inventory of this product.

In 2000, the Department directed CL&P to explore creative financing options for the Hot Shot, including a pay‑as‑you‑go approach to financing the customer’s co‑payment.  See 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, pp. 19 and 20.  However, despite this long‑standing request, to date, CL&P has made no such proposal.

The HPWH provides significant monthly savings, making this technology ideal for a pay‑as‑you‑go billing option or the PAYS program.  Therefore, one of these options must be incorporated into this program.  See Section II., Pay‑As‑You‑Go.  An up-front co‑payment is a potential barrier to participation.  The use of the savings from the HPWH to make a monthly installment of the co‑payment should eliminate this barrier.

The HPWH averages kWh savings of 50%.  Assuming an annual consumption for an electric water heater of 4,800 kWhs, energy savings of 2,400 kWhs, or $240 (2,400 x $.10/kWh) are likely.  Therefore, a 12‑month pay‑as‑you‑go reimbursement schedule ranging from between $15 and $20 per month can support a customer co‑payment of between $180 to $240.  Therefore, the Department will require that the HPWH program include a pay‑as‑you‑go option.

The Department is aware that this program may carry a significant overall cost if promoted with large incentives.  However, the technology offers significant demand and energy savings and this program will provide an opportunity to increase awareness about this product and conservation in general.  Therefore, the ECMB should consider a significant initial effort when designing this program for 2004, while closely monitoring the program to reduce the incentive, or otherwise adjust the program, as the market for this technology emerges.

Unlike the Hot Shot, the decision to purchase a new hot water heater is made during new construction or at the time that a heater fails.  Therefore, this program must target customers at the time the unit is originally installed (i.e., residential building permits) or replaced (i.e., plumbing supply houses and contractors) or at the point of purchase (i.e., retail home centers).  These appear to be relatively low-cost marketing options for this program.  Based on the discussion herein regarding increasing goals and reducing program costs, the ECMB should limit the marketing costs of this program and closely monitor the total installed cost of the measure, which should decline as these units become more widely accepted in the marketplace.  The program must be adjusted accordingly.


The HPWH is designed for new construction or the replacement of a heater that has failed.  However, there is potential to achieve savings from existing water heaters.  Therefore, there continues to be a market for an add‑on, Hot Shot‑like unit.  The Companies should pursue this segment of the market through the HPWH program when a reliable add‑on unit becomes available.

Regarding the Hot Shot units that are being inventoried and pending litigation, CL&P shall report to the Department when it has reached a final settlement with the manufacturer.  The Company will be required to submit an accounting of the costs it incurred to pursue this matter and how those costs were paid.  The Department will determine how the funds that CL&P may receive from this settlement will be allocated.


CL&P is currently spending $14,000 per unit on its Pilot to study the HPWH.  Further, Oak Ridge Labs has studied the HPWH and has concluded that the unit is viable.  Therefore, the Department believes that spending additional funds to study the HPWH is unwarranted.  Therefore, CL&P’s request to fund the additional parallel study is denied.  It appears that CL&P has anticipated that the Department would deny funding for the 50‑unit pilot, and has reallocated these dollars to other programs.  CL&P Final Budget.  Therefore, the Department did not adjust the budget for this program.

CL&P should analyze the study provided by Oak Ridge as well as ongoing data from its Pilot to determine whether this program should go forward in 2004.  If the technology is viable, the Companies must be ready to implement the program.

2.
Residential Time‑of‑Use Program

The Joint Plan includes a proposal by CL&P to implement a Residential Time‑of‑Day Rate Initiative.  Under its proposal, CL&P would develop a public awareness campaign to educate residential customers about the time‑differentiated price of generating and delivering electricity.  CL&P plans to determine customer interest in time‑of‑use rates and to promote its current residential Time‑of‑Day Rate, Rate 7.  CL&P has budgeted $375,000 for this program.  Joint Plan, p. 68; Tr. 2/10/03, pp. 159‑164.

UI has budgeted $268,000 for costs associated with increasing awareness among its residential customers regarding its Residential Time‑of‑Use Rate, Rate RT.  UI states that its proposal is in response to directives of the Department, and, that its program will commence once it has concluded certain studies related to customer behavior and acceptance of the rate.  UI believes it is important to understand the motivation that residential customers demonstrate for a program like this prior to launch to avoid problems that have been encountered in other jurisdictions where residential time‑of‑use programs failed to meet planned goals.  UI Final Budget; Tr. 2/10/03, pp. 159‑164.

The ECMB does not support the use of C&LM funds for this type of program.  Joint Plan, Exhibit CLP/UI 2, p. 5.

The C&LM initiatives sponsored by the Companies cover a wide range of technologies, measures and educational activities.  The Department believes that promoting a properly designed residential time‑of‑use rate, one that affords customers an opportunity to reduce their electric bill by shifting consumption to off‑peak periods, would serve to enhance the scope of current C&LM initiatives.  Providing customers with a benefit for consuming energy in off‑peak periods would serve as a form of load management for the residential class.  Therefore, the use of C&LM funds for this effort is reasonable.

In the Decision dated September 26, 2002, in Docket No. 01‑10‑10, DPUC Review of The United Illuminating Company’s Rate Filing and Rate Plan Proposal, UI was directed to establish a program to increase awareness about Rate RT and to expand its tariff to include guidelines for customers that switch from other residential rates.  That Decision states that UI should be provided an opportunity to recover the administrative costs that it will incur to develop and implement the program, and that said costs would be reviewed in the instant proceeding.  The Decision noted that recovery of lost revenues associated with customers that switch to Rate RT would not be considered in the instant proceeding because the Department adjusted UI’s rate year revenues to include lost revenues from customers that switch to Rate RT.

UI was required to work with the Department to develop this program.  Decision, pp. 84‑86, 104.  In preparation for its Rate RT initiative, UI has worked with the Department and is concluding a study, which included several focus groups, to determine how to properly market this rate.  Id.; Compliance Filing dated November 22, 2002, in Docket No. 01‑10‑10 and Department reply dated December 16, 2002.  The Department has monitored the development of UI’s program and is satisfied with the progress to date.  The Department anticipates that the program will commence in the second quarter of 2003.  The Department has reviewed UI’s budget for this program and finds it to be reasonable.

In the Decision dated September 19, 2001, in Docket No. 01‑01‑14, DPUC Review of The Connecticut Light and Power Company and The United Illuminating Company Conservation and Load Management Programs and Budget for 2001, the Companies were directed to examine the design of their respective time‑of‑use rates and to report their findings to the ECMB.  Decision, p. 21.  As noted above, UI will be promoting its Rate RT.

Only 42 of CL&P’s over 1 million residential customers take service under Rate 7.  CL&P provided bill comparisons for 20 of these customers.  Unlike UI’s Rate RT, CL&P’s residential time‑of‑use rate does not afford customers the opportunity to save money by taking service under the rate and shifting consumption to off‑peak periods.  Response to Interrogatory Nos. EL‑1 through 4.

It is appropriate to promote residential time‑of‑use rates as part of C&LM.  However, Rate 7, as currently designed, would be ineffective in this regard.  The Department believes that CL&P should examine this issue and propose a redesigned Rate 7 in its next general rate proceeding.  Therefore, the Department will require CL&P to do so.

The studies being conducted by UI will provide information necessary to implement their Rate RT program.  Further, UI will gain considerable knowledge of this type of offering as it moves towards full implementation of the program, and CL&P will be allowed to use this information in the future.  Therefore, it would be duplicative for CL&P to study this matter further.  Based on the foregoing, the Department denies CL&P’s request for a residential time‑of‑use program.  It appears that CL&P has anticipated that the Department would deny funding for the Residential Time‑of‑Use Program, and has reallocated these dollars to other programs.  CL&P Final Budget.  Therefore, the Department did not adjust the budget for this program.

3.
Residential Retail Lighting


In addition to the SmartLiving Catalog, the Companies operate a retail lighting program.  For 2003 CL&P has budgeted $2.5 million for this program while UI has budgeted $519,000.  One component of past retail lighting efforts has been to provide incentives to transform the market for screw‑base compact fluorescent bulbs (CFL).  The Companies state that the market transformation efforts that have been applied to CFLs have succeeded in transforming this market.  As a result, the Companies wish to withdraw continuous support for the point‑of‑purchase (POP) rebate coupons for CFLs.  Instead of ongoing rebates, the Companies would offer POP rebates periodically, to support other retail lighting promotions.  Joint Plan, p. 24.


The Companies have supported lighting initiatives since the early 1990s and, as evidenced by the availability of CFLs in the marketplace, have had success in moving the market for screw‑base CFLs.  Although CFLs are much more widely available than in the past, saturation remains well below the market for incandescent products.  Therefore, the Department does not believe that POP incentives for CFLs should be eliminated.  It may be appropriate to reduce the rebate for CFLs, however, this should not be done if sales goals and the benefit cost ratio decline.  Therefore, the Department will allow the Companies to reduce the value of the POP rebate for CFLs but will require that these rebates continue to be offered on a continuous basis.

As stated in past C&LM Decisions, the Department believes that the Companies should concentrate their retail lighting efforts on the mass market for hard‑wired fixtures and the higher‑end lighting products that are found in lighting showrooms.  Therefore, the Companies should target these measures through their retail lighting initiatives.

4.
SmartLiving Catalog


The proposed budget for SmartLiving Catalog totals $1.7 million for CL&P and $286,000 for UI.


CL&P created the SmartLiving Catalog and continues to oversee its operation.  This program has been in place for a number of years, and CL&P plans to continue it in 2003 and beyond.  CL&P plans a targeted mailing of the catalog in the fall of 2003, to reduce costs.  CL&P plans to expand the children’s educational section of the catalog.  CL&P goes on to state that, in compliance with the Department’s directives, it has reduced the incentives (i.e., increased the prices) of the products that are sold through the catalog.  This in turn has reduced the targets under this program.  Tr. 2/14/03, pp. 520‑525.

UI has participated in the catalog as a joint program since 1999.  See Decision dated April 8, 1998, in Docket No. 97‑10‑01, DPUC Review of The United Illuminating Company’s 1998 Conservation and Load Management Program and Budget, p. 6.  Because of the turnkey nature of the catalog, UI reimburses CL&P for the cost of the catalog plus a management fee.  In the past, UI has distributed the catalog to all of its residential customers twice a year.  However, UI plans to reduce its distribution in 2003 to reduce its cost for this program.  Tr. 2/14/03, p. 527.


The SmartLiving Catalog was designed as part of an overall strategy to transform the retail lighting market.  The Decision in Docket No. 01‑01‑14 states:

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 . . . 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.  Decision, pp. 4‑6.


In that Decision, the Department recognized that retail sales of efficient lighting products are increasing.  Therefore, there is less need to sell product through the catalog.

The following table shows the performance of CL&P’s SmartLiving Catalog over time.  This information, which compares 2001 and 2003, is excerpted from Late Filed Exhibit No. 13.
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The above table, and Late Filed Exhibit No. 13, show the following has occurred from 2001 to the present:

· Total cost has declined from $2.5 million to $2 million, a reduction of 20%;

· Labor costs have increased from $74,645 to $198,003, an increase of 62%;

· Reductions to customer incentives account for the majority of the decrease in marketing costs;

· Energy savings have decreased by approximately 40%;

· The cost to achieve savings has increased; and,

· Although the value of savings has increased, the benefit cost ratio has declined from 1.5 in 2001 to 1.25 in 2003.


Late Filed Exhibit No. 13 provided detailed information regarding the cost for contractor services.  The following table shows that breakdown, and the percentage of contractor service costs that is allocated to UI.  An additional table shows the average cost per catalog for 2002 for CL&P and UI.  As the tables show, UI is allocated approximately 35% of contractor costs and its average cost per catalog, $1.65, exceeds that of CL&P, $1.16, by about 30%.
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The total number of residential customers served by the Companies totals approximately 1,339,590, with CL&P serving 1,053,259, or 79% and UI serving 286,331, or 21%.  CL&P and UI 2002 FERC Form 1, p. 304.  The SmartLiving Catalog is a joint program that is overseen by CL&P.  The Department directed the Companies to participate in joint ventures to avoid duplication of effort and to capture the economies of scale that result from the administration and delivery of identical programs.  In addition to sharing the cost of this program, the Department allowed CL&P to assess UI a reasonable management fee for CL&P’s oversight duties.  See Decision in Docket No. 97‑10‑01, pp. 7‑9.  Therefore, based on the joint nature of this program, the Department expects UI to share in the cost of the program equally with CL&P, plus a management fee.  Since both Companies mailed the catalog to all their residential customers in 2002, UI’s costs should have reflected about 21% of the total program.  However, UI is bearing a disproportionate share of the cost to operate the catalog.

The cost paid by CL&P and UI for photography, design and printing totaled $1.3 million for 2002.  Further, CL&P proposes to increase the cost of utility labor for this program from $101,000 in 2002, to $196,000 in 2003.  It is noteworthy that CL&P labor totaled only $62,500 in 2001.  CL&P states that a portion of the increase is a reallocation of costs that were booked as contractor service labor in 2002.  Therefore, CL&P’s labor cost for this program has increased by $133,500, or 213% in two years.  Tr. 2/14/03, p. 547.

In 2002 UI achieved 4,834 catalog orders and paid incentives of $23,000 for those orders.  For 2003, UI has established a target of 2,000 orders and has doubled the budget for incentive payments.  Additional incentives would take the form of extra coupons or free postage for catalog orders.  UI states that these incentives are necessary because the retail prices offered in the catalog have increased, making it more difficult to achieve their annual target.  Therefore, UI plans to implement additional incentives to stimulate sales.  Further, UI’s budget shows an increase in the cost for outside services, from $6,000 in 2002 to $33,000 in 2003 for “utilization of a vendor to distribute catalogs to libraries and community facilities.”  Tr. 2/14/03, pp. 540‑543.

The following table summarizes additional historical data from CL&P’s catalog program.  As the table shows, CL&P’s target number of orders (performance goal) is set to decline from its 2002 actual of 28,530 orders, to 17,597 orders, a reduction of 38%, in 2003.  Based on this target, CL&P’s budget approximates a cost of $114 per catalog order, an increase of $34 per order or 42% from 2002.
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The catalog is a mature program and should not require CL&P to incur labor costs totaling 2.4 FTEs ($196,000/$83,000) to oversee it.  In its Written Exceptions CL&P states that its labor cost for the catalog approximate 1.5 FTE.  CL&P Written Exceptions, p. 14, footnote 4.  However, Late Filed Exhibit No. 13 indicates a budget of $196,000 for utility labor.  The Department will allow $65,000 for CL&P labor, a reduction of $131,000.  Further, because the program is mature, it is unreasonable to incur $305,000 in ongoing design costs.  In its Written Exceptions CL&P states that the design costs for 2003 total $228,000.  Id.  However, Late Filed Exhibit No. 13 indicates a budget of $305,000 for catalog design in 2003.  The Department will allow $50,000 for this expense, a reduction of $255,000.  These reductions are in addition to the $300,000 reduction proposed in the CL&P Final Budget.

In its Written Exceptions, CL&P states that there are several reasons behind the increases to the cost of the catalog.  Notably, the increased focus for the educational component of the catalog (which provides no direct kW or kWh savings) and the increase in the prices offered in the catalog.  Combined, these items increase the cost to achieve each kWh of savings.  CL&P Written Exceptions, p. 14.  The Department is aware of these matters.  However, the Department cannot accept a budget for this program that results in an increase to the cost per catalog order of 42%, increases to the cost to achieve savings and results in a declining benefit to cost ratio.  It is up to CL&P to address these issues and take appropriate actions to mitigate cost increases.  As with all programs, the Companies must decide whether to modify, revamp or eliminate costly programs.  Therefore, the Department will reduce the budget for the SmartLiving Catalog.  Based on our adjustments, CL&P’s budget for this program totals $1.31 million ($1.7 million - $386,000 DPUC adjustments).
Based on the foregoing, the Department directs that CL&P allocate the cost of the SmartLiving Catalog on an equitable basis between itself and UI.  Further, this program shall operate identically, including all promotional and marketing efforts.  If, for example, the Companies cannot agree on promotional items, then that promotion cannot occur.  Further, the Department has reviewed the management fee that has been assessed to UI.  UI Late Filed Exhibit No. 13.  Based on that exhibit, it appears that UI paid a management fee of $37,100 in 2002 and $72,100 in 2002.  However, CL&P states that UI’s management fee totaled $35,000 for 2001.  CL&P Written Exceptions, p. 13.  Based on the maturity and turnkey nature of this program, the Department will allow CL&P to assess UI an annual management fee of $35,000 for the catalog.  CL&P cannot modify this fee without Department approval.

In addition, the Department’s review finds that CL&P and UI have understated their respective goals for this program, resulting in an extremely high cost per participant and kWh.  Based on historical performance, the Department believes that a maximum cost per order of $75 and a lifetime cost per kWh of $.025/kWh is achievable for 2003.  This cost must decline going forward.  Based on these metrics, the Department sets CL&P’s target number of orders at 17,520 ($1.31 million/$75) and UI’s target at 3,813 orders ($286,000/$75).   The average lifetime kWh savings per order is approximately 3,611.  Late Filed Exhibit No. 26.  Therefore, the target savings for CL&P total 63,546,000 kWhs and total 13,769,444 for UI.  The Performance Incentive will be determined based on these metrics.

The following table summarizes the target budgets and goals for this program:
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The Department believes that the catalog can be a valuable tool in an overall conservation strategy, but is concerned with the increased utility labor cost and ongoing design and other contract service costs.  These costs are driving a high cost per kWh saved and a relatively low cost to benefit ratio.  Given the maturity of the program, CL&P must find ways to reduce the cost to produce this catalog.

As stated in past decisions, the Department believes that the focus of the catalog should be on fixtures.  See 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, pp. 7‑25.  CL&P increased the prices in the catalog to better align those prices with the retail market.  The Department believes that incentives are still appropriate, and, that it is up to CL&P to adjust the prices in the catalog, as it sees fit, to meet the stated goals.

The Department continues to support the use of the catalog for educating children about energy efficiency.  In the past, the Department has directed CL&P to transition the catalog to an educational publication.  However, based on its continued wide distribution, the catalog should continue to offer products for sale.


CL&P states that, in an attempt to make the catalog self‑sufficient, it will sell advertising space in the catalog and that the revenues it receives will be returned 100% to the budget of the SmartLiving Catalog.  These funds will be used to offset program costs.  Tr. 2/14/03, p. 518.  The sale of advertising space to reduce the overall cost of the catalog is reasonable.  Therefore, the Department approves this initiative.  At present, the catalog reaches over 1.3 million Connecticut households twice annually, providing a valuable marketing tool for conservation and other energy‑related items and services.  Therefore, the cost to place an ad must reflect the value that the catalog provides, while not discouraging businesses from placing those ads.
  As part of the SFR for the catalog, CL&P must isolate the revenues it receives from the sale of advertising space and explain the basis for the cost it assesses for these ads.  Further, all parties purchasing advertising space must be treated equally.  This includes ads that UI or CL&P may place on behalf of the regulated distribution company.  The Department will require CL&P to submit a summary of any advertising space it has sold in the catalog for 2002 to present.  The summary must include the size of the ad, its placement in the catalog, the revenue received, how the value of the ad was determined and how the revenues were accounted for.

In its brief, CL&P states that the detail contained in the proposed SFR for the SmartLiving Catalog may be difficult to produce for all programs.  The record in this proceeding shows that greater detail, on a program‑by‑program basis, must be made available to the ECMB and the Department to assure that ratepayers are receiving the maximum benefit from the C&LM fund.  As discussed in Section, II., Standard Filing Requirement, the Department will work with the Companies to establish the format of the SFRs.

Based on the foregoing, the Department approves a budget of $1,314,000 for CL&P and $286,000 for UI.

5.
SmartLiving Centers


CL&P proposes to relocate its SmartLiving Center and is evaluating sites in the vicinity of the current center for the new location.  CL&P states that there is a need to relocate and expand the facility to:

· provide for a safer entrance to the facility for vehicular traffic, notably school buses;

· increase parking to accommodate additional and larger tours and meetings at the center;

· expand the space that will be dedicated to eesmarts educational displays, and

· accommodate displays by vendors.

CL&P has not budgeted for the relocation but will do so once it has determined the new site.


UI does not plan any major renovations to its SmartLiving Center but will update the displays to include ones designed to promote its residential time‑of‑use rate initiative.


The Department believes that it is reasonable to explore relocation and expansion of CL&P’s SmartLiving Center.  However, based on the potential for cuts to the C&LM budget, it is likely that relocating the center will need to be postponed.  Therefore, CL&P must not dedicate significant resources to this initiative at this time.  Further, CL&P must be cognizant of the cost of this undertaking, which must be pre‑approved by the Department.  In addition, as discussed below, each SmartLiving Center must be more fully utilized to justify the cost of maintaining these facilities.  Therefore, any plans that are presented by CL&P must include a detailed explanation that addresses increasing the traffic at the site.

In 2002, CL&P’s cost for this program totaled $510,000, and UI’s costs totaled $392,000.  CL&P and UI Response to Interrogatory EL‑25.  CL&P has budgeted $530,000 to operate its center during 2003, an increase of $20,000 over its 2002 actual cost.  CL&P Final Budget.  UI has budgeted $531,000 for 2003, an increase of $139,000 or 35%, over actual costs for 2002.  UI Final Budget.  A further breakdown of these costs was provided in the response to Interrogatory EL‑25.

Significant among these expenses is the cost for outside labor.  CL&P’s cost for this expense increased from $217,000 in 2002 to $407,000 in the current period, an increase of 87%.  CL&P states that this cost reflects the outside vendor that was retained in 2002, and that this cost is necessary to handle the increased traffic that is expected at its facility.  In addition to vendor labor, the Companies allocate utility labor to their respective budgets for each center.  CL&P budgeted $83,000 in 2003, while UI has budgeted $60,000 for that year.  Response to Interrogatory EL‑25.  The Companies state that utility personnel are not dedicated to the SmartLiving Center, but are shared among various C&LM programs.  Id.

UI has employed an outside vendor to oversee the day‑to‑day operation at its Center since 2001.  In 2002, CL&P contracted with the same vendor to oversee operations of its SmartLiving Center.  Tr. 2/13/03, p. 310.

The Centers are open to the public approximately 40 hours per week, and are used for meetings by a variety of groups on weekdays, prior to opening.  During 2002, UI conducted 80 such meetings while CL&P held just 16.  Response to Interrogatory EL‑16; Tr. 2/13/03, pp. 315‑319.  In addition, in 2003 approximately 7,000 people visited UI’s Center and 13,400 visited CL&P’s location.
  Tr 2/13/03, p. 322.  Based on the costs incurred for this program in 2002, this results in an average cost per visitor of $56 for UI ($392,000/7,000) and $38 for CL&P ($510,000/13,400).

The Centers require significant fixed operating costs, and should therefore be as fully utilized as possible.  Based on the foregoing the Department finds that the SmartLiving Centers are underutilized, resulting in a very high cost per participant.  Therefore, the Companies must increase the traffic at these sites with a goal of reducing the cost per visitor.  As discussed below, the Companies will offer a bus voucher program to schools that are participating in the eesmarts educational program.  These tours will provide a means of increasing traffic at each facility.  The Companies presented their proposed goals for these tours.  Late Filed Exhibit No. 22.

Based on a standard of 40 students per bus trip, the Companies believe that the goal for 2003 should be set at 1,000 students or 25 bus trips, per center.  Late Filed Exhibit No. 22; CL&P Written Exceptions, p. 9.  The Department has reviewed the target for 2003 and finds it to be reasonable.  In addition, the parents of these students must be encouraged to visit the center.  Therefore, the Department believes that a 25% return visit percentage by the parents of these students is achievable.

The Companies earn a Performance Incentive for the costs that are incurred at each SmartLiving Center.  Tr. 2/13/03, pp. 316‑318.  However, each Company calculates the incentive differently.  CL&P’s incentive is based on a weighted average of the performance of its residential and commercial programs.  For example, when combined, if those programs achieve a 6% incentive, then CL&P earns 6% of the cost to operate its center.  In 2003, CL&P earned $31,000.  UI allocates the cost of its center to other C&LM programs.  Therefore, the incentive paid for the Center reflects the performance of other individual programs.  Tr. 2/13/03, pp. 314‑318.

As discussed herein, there are certain programs, such as the SmartLiving Center, that should have a separate budget and incentive structure.  At present, it may be difficult to gauge the success of the Centers based on kWh savings.  However, it is straightforward and inexpensive to track the number of customers or groups who tour, or otherwise take advantage of, these facilities.  Therefore, the measure of the performance of each Center will be the total number of visitors that tour at each site.  Since the number of tours is directly related to the number of fourth and fifth grade classes that are using eesmarts, this will provide an incentive for each Company to encourage implementation of the eesmarts curriculum in their respective service territories.  In addition, the Department believes that it is important to reach the parents of the children that tour the Centers to encourage measurable conservation.  To assure that the Companies pursue these goals cost‑effectively, the incentive must be based on a capped, cost‑per‑visitor, mechanism.  The Company must meet this standard to qualify for a Performance Incentive under this program.

Compared with other C&LM programs, the budget for each Center is low, thereby limiting the incentive that the Companies can earn from this program.  As noted by CL&P, its SmartLiving Center returned only $31,000 in performance incentive (less than 1% of CL&P’s total incentive) in 2002.  Simply stated, the potential to earn only $31,000 may limit the resources that are applied to meeting the goals for this program.  The Companies state that each SmartLiving Center should be a focal point for residential conservation‑related activities.  Response to Interrogatory EL‑43.  To stimulate the Companies to meet their performance under this program, similar to the metric that is applied to the Energy Star Homes program, the Department will weight the Performance Incentive at 2.5% of the total incentive for the SmartLiving Center.

In addition, the cost to operate and incent customers to participate in a program must be isolated to facilitate the Department’s review of the Performance Incentive.  For example, in the past UI has offered a free CFL to entice visitors to its center while CL&P gave away torchieres.  Tr. 2/13/03, p. 286.  The Department will require that the cost of such offerings be included in the budget for the specific program that is being targeted, and not counted, for example, as a retail lighting initiative or a catalog sale.  Therefore, because the bus voucher program is being used to entice visitors to the center, the cost of the vouchers should be assigned to the budget for the SmartLiving Center.  The CFL and torchiere give‑away is another example of a cost that must be allocated to the budget for the SmartLiving Center.  The energy savings from these measures cannot be counted in other programs.


Based on the evidence presented, the Department establishes a goal of 11,340 visitors for UI and 18,750 visitors for CL&P.  As the table shows, this target was developed by increasing the number of visitors for 2002 by 25%, increasing the number of seminars held at each Center and adding the eesmarts program to the total.  Tr. 2/13/03, pp. 315‑319.  The table shows a disparate cost per visitor between the Companies; $47 for UI and $28 for CL&P, which the Department will allow for 2003.  However, the Department will require that the Companies move toward a similar, cost‑per‑visitor metric in the future.  The Department believes that the Companies should achieve a target cost per visitor of approximately $15, over the next two years.
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Until now, the Companies have not sold products at the Centers.  However, it may be appropriate to modify this policy to allow for the sale of a limited number of items, such as CFLs to secure the sale of these items at the time that customers show an interest in them.  The Department requests that the ECMB explore this option with the Companies and will allow such sales if deemed appropriate by the ECMB.


Based on reductions to its C&LM funding CL&P states that it will cease operating its SmartLiving Center.  Letter dated May 16, 2003.  The Department believes that CL&P and UI should continue to operate their respective SmartLiving Centers, and, as noted above, should look for ways to improve the cost effectiveness of these facilities.  For example, the sale of a limited number of products will increase traffic while providing an opportunity to show customers how conservation and energy efficiency technologies have advance in recent years.  Increasing the efforts to hold seminars and classes will also spread fixed costs over a larger base.  Therefore, the Department directs the Companies to continue to operate the SmartLiving Centers until the Companies, the Department and ECMB have met to determine how C&LM will proceed beyond July 1, 2003.

6.
Energy Star Appliances


The Energy Star Appliances Program was originally designed to establish high-efficiency clothes washers, and later other major Energy Star consumer appliances (refrigerators and room air conditioners) as standard, competitive product offerings in the Northeast.  This is a regional market transformation initiative, coordinated by Northeast Energy Efficiency Partnerships.

Program strategies have been developed to directly address the key market barriers.  Specifically, the Companies will partner with both manufacturers and retailers to offer training and education on energy efficient appliances to local retail sales staff and consumers.  The Companies will also work collaboratively with manufacturers and retailers in the design and placement of point-of-purchase display collateral for use at the retail outlets.

The Companies state that past efforts and rebates have been successful in initiating transformation of the market.  Such “per unit” strategies driven primarily by the utility or entity seeking market transformation are generally accepted as the first stage of the market transformation process.  Plans now are to begin replacing utility-driven “per unit” consumer rebates in 2003 with promotions jointly developed and supported by retailers and manufacturers as well as the Companies.  Joint Plan, p. 22.  The Department has reviewed the budgets for the Energy Star Appliance Program and finds them to be reasonable.  The Department approves a budget of $551,000 for UI and $1.7 million for CL&P.

Air conditioning is major factor contributing to load growth in SWCT.  The Department believes that, in addition to the ongoing appliance activities mentioned above, much more should be done to address air conditioning loads.  UI testified that they plan to implement an air conditioner program in 2003 and have included this activity in the Energy Star Appliance Program budget.  The Department will approve UI’s proposal.  CL&P did not include an air conditioner activity in its Appliance budget.

The Department will require CL&P to implement an air conditioner retirement program.  The program should target the removal and retirement of existing inefficient room air conditioners.  In the Draft Decision the Department allocated $625,000 for this program in 2003 and established a goal of 6,250 units.  In light of potential reductions to the C&LM budget, CL&P will likely be unable to fund this program.  However, as discussed herein, should funding be available after July 1, 2003, the Department will direct said funds and will meet with the Companies to determine how those dollars will be assigned for this initiative.

The Department believes that a significant annual regional event would be appropriate to gain media attention, educate customers and provide a central location where customers can drop their old air conditioners.  These appliances can then be disposed of properly.  The Companies will not be required to pick up air conditioners under this initiative.  However, the Companies should pick up air conditioners if the customer is participating in the Refrigerator Retirement Program.  When the Companies arrange to pick up a refrigerator, it becomes very cost‑effective to pick up additional appliances, such as a room air conditioner.  Because the cost to pick up the air conditioner is incremental, (i.e., adding the cost of disposal and a slight increase in labor) the Companies can offer an attractive bounty for an air conditioner that is being turned in.  Therefore, the Department will require that the Companies offer a bounty for turning in a working room air conditioner and will set the bounty at $50 per unit under the Refrigerator Pick Up Program.  Under this program, there is no requirement to purchase a new refrigerator or air conditioner.  The Companies may need to limit the number of “bounties per household” for air conditioners to avoid customers that might ‘game’ this offer.

7.
Energy Star Homes


The Companies have operated the Energy Star Homes program for many years and the goal, a market transformation initiative, continues to be a movement toward more efficient residential construction standards.  In 2003, the Companies plan to work with builders and town building inspectors and offer a “menu” of choices that will allow builders to meet the Energy Star standards.  Tr. 2/21/03, pp. 775‑798.  CL&P proposed a budget of $2.1 million while UI proposed a budget of $523,000.  CL&P Final Table A, revised 3/17/03; UI Final Budget.


The Companies cite continued market barriers to mass participation among the building trade.  Significant among those barriers is the Energy Star certification process that can disrupt the timetable that builders set for the construction of a home or development.   For example, certifying the efficiency of the building shell can be time-consuming because two blower door tests may be required to show that the shell meets Energy Star standards.
  This is among the most time-consuming aspects of the Energy Star Homes program and is one reason that so‑called ‘tract’ builders resist the program.  Tr. 2/21/03, pp. 798‑803.


The following tables show the cost to operate the Energy Star Homes program.  As the table shows, the average cost for CL&P has increased since 2000 from approximately $1,800 to $2,500 per home.  CL&P states that part of the increase is related to the cost of its geothermal heating system program, which was moved to Energy Star Homes but will be phased out during 2003.
  For UI, the table shows that it has cost approximately $4,000 to complete each home over the last three years.  Further, the tables show that the cost per lifetime kWh saved is among the most expensive programs that the Companies operate; budgeted at $.09/kWh and $4,814 per kW for CL&P and $.26/kWh for UI.
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The significant cost of this program is embedded in rating the home and providing third party verification to assure that Energy Star standards are met.  Tr. 2/21/03, p. 798.  In addition, utility labor, vendor and marketing costs are also significant.  For example, based on its 2003 budget, UI will incur labor costs of $793 per home, outside service cost of $979 per home and marketing of $413 per home for this program.  CL&P’s costs are similar.  Tr. 2/21/03, pp. 782‑784.  The program is costly and appears to have had limited success in transforming the market for new residential construction.


In the Draft Decision, the Department proposed eliminating the Energy Star Homes program.  However, CL&P and Environment Northeast state that this program has significant value and recommend that it be retained.  CL&P Written Exceptions, p. 10; Environment Northeast Written Exceptions, p. 1.

Upon review of the Written Exceptions, the Department will retain the Energy Star Homes Program.  However, the Companies must streamline program participation, notably eliminating the blower door test for every home, with an eye toward improving the cost effectiveness of this initiative.  The Companies are encouraged to utilize their SmartLiving Centers to increase the number of educational seminars geared toward the building trade, residential and commercial and utilizing seminars to promote the Energy Star Homes Program.

8.
Refrigerator Early Retirement

The Companies propose to implement a Refrigerator Retirement Program to reduce system peak demand by identifying and replacing high-use full-size refrigerator/freezer models with new Energy Star models.  The target market for this program would be the residential customers in SWCT with older, inefficient refrigerators greater than 14 cubic feet in size.  The units must be in working order (i.e., cooling) and in use at the time of pickup or certification for eligibility in the program.  There will be minimum electricity consumption thresholds that existing units will have to meet in order to qualify for the program.  The thresholds will be based on the configuration (side-by-side, top-freezer, etc), age, and Association of Home Appliance Manufacturers (AHAM) energy-use data for the existing model.  While the emphasis will be on homes in SWCT, the program will not turn away anyone who contacts the companies for service outside that area.  Joint Plan, p. 32.  The Companies originally budgeted $1.1 million for this initiative; CL&P $900,00, UI, $220,000.  CL&P and UI Table E.  However, in its revised budget, CL&P eliminated this program.  Revised Table A, March 17, 2003.

The Companies state that in many homes and apartments, refrigerators are the single largest users of electricity.  Older (pre-1992) units can use 2000 kWh or more per year.  Advancements in refrigerator technology have created an opportunity to capture energy savings by replacing existing units with newer energy efficient models.  Some new Energy Star refrigerators use less than 500 kWh annually.  This program will focus on identifying and replacing existing units with new efficient Energy Star models.  Additional Energy Star models will be considered for inclusion in the program as they become available (compact refrigerators, freezer-only units, etc).  Joint Plan, p. 32.

The Companies plan to market this program to residential customers in SWCT with primary or secondary working refrigerators and/or freezers through mass media, direct mail, retailers, and through contractor referrals.  Rebates will be given to customers who replace existing, working units with an Energy Star model.  Emphasis will be placed on replacing units in SWCT.  Efforts will be made to coordinate this program with the SWCT HVAC Programs.  Planning options include use of an outside contractor to implement the program including proper disposal of the replaced units and development of a retailer based program among others.  Id.


Although the Companies proposed a budget for this program, the details behind an implementation strategy had not been finalized.  Tr. 2/21/03, p. 750.  The Companies planned to offer a rebate of $125 to target customers that are operating an older (inefficient), working refrigerator, and attempt to convince the customer to replace the unit with a new Energy Star appliance.  In addition to the incentive, the most significant cost of the program was retrieving the old refrigerator or otherwise verifying that it had been taken out of service.  Tr. 2/21/03, p. 749; Tr. 2/21/03, pp. 747‑760.

The program as proposed was not fully developed.  Therefore, the estimated savings are speculative.  Tr. 2/21/03, pp. 747‑752.  Further, the Department is concerned that the approach being considered by the Companies may require high marketing costs if planned savings are not realized as the program unfolds.  As stated by the Companies, it will require “real good marketing” to convince customers to abandon a “perfectly good” working refrigerator.  Tr. 2/21/03, p. 753.

The Department believes that targeting refrigerators is an appropriate goal.  The Companies state that a critical component of its plan was the retrieval of the refrigerator that is being replaced, to assure that the unit does not resurface in the secondary market.  Tr. 2/21/03, p. 749.  The secondary appliance market is fed, in part, from refrigerators that are picked up by appliance retailers that offer “free removal” of the old appliance as part of the sale of a new refrigerator.  If the old refrigerator is working, or can be repaired without a significant investment, it has value in the secondary market.  These units are generally sold to a repair shop or “used appliance store” (i.e., the secondary market) by the retailer’s delivery personnel.  It is appropriate to target the distribution network for these appliances.

The Companies note that the proposed program is meant to reduce peak demands.  Tr. 2/21/03, p. 758.  The Companies’ appliance saturation data shows that 27% of residential customers operate a second refrigerator while 11% operate a third.  CL&P serves approximately 1 million residential customers.  Therefore, CL&P’s potential market for second refrigerators is approximately 270,000 system‑wide.  Although the proposed program would likely capture some of these second and third appliances, the Department believes that the primary focus of a refrigerator program should be to target households that operate multiple refrigerators.  Removing these units will result in greater kWh and kW savings.  Therefore, the Companies will be required to develop a refrigerator program to do so.

There are alternative approaches to targeting appliances.  For example, Connecticut has many condominium complexes that were built during the late 1980’s and early 1990’s.  Generally, the appliances in these complexes reflect the year of construction.  Therefore, there is an opportunity to target groupings of appliances (refrigerators, central and sleeve-mounted air conditioners) in condominiums to reduce marketing and retrieval costs.  The year of construction for each complex is readily available from town records.  The Companies should consider this approach to reduce the overall cost of targeting appliances.  

The Companies offer a nominal refrigerator rebate under their appliance program.  The Company had planned to increase that rebate to $125 for customers that participate in the Early Retirement Program.  The Department will allow a payment of up to $125 as a bounty for removing a working second or third refrigerator.  The Department will allow the Companies to adjust the incentive, as necessary, to meet the goals for this program.  The customer will be free to use the bounty as they see fit, and may apply it to the purchase of another refrigerator.  Therefore, the Department will not allow the Companies to increase the rebate for customers that purchase a new refrigerator.

The cost of a vehicle and labor comprise the majority of the fixed cost to retrieve these refrigerators.  As a result, it becomes very cost-effective to combine an air conditioner pickup program with the refrigerator initiative.  However, similar to the refrigerator program, the air conditioner pickup must include only working units.  See Section II., Energy Star Appliances.

In its Written Exceptions, Environment Northeast requests that the ECMB be allowed to submit a detailed proposal regarding a refrigerator initiative to address the items suggested by the Department herein.  Written Exceptions Environment Northeast, p. 3.

In the Draft Decision the Department accepted UI’s budget of $220,000 and allocated $1,000,000 for CL&P for a refrigerator effort.  The Draft Decision also estimated target cost for the removal of a working refrigerator to be $200 per unit, including the bounty.  Based on those estimates, the Draft Decision established the target number of refrigerators at 1,100 for UI and 5,000 for CL&P.  However, if C&LM funding is reduced, it is likely that this initiative will not go forward.  The Department has considered the request by Environment Northeast to allow the ECMB to develop a plan to address multiple appliances.  The Department agrees that it is appropriate for the ECMB to undertake this task.  Therefore, the Department will allow the ECMB to recommend a program to target these appliances and also a budget to do so.  If funding is available after July 1, 2003, the Department will consider allocating dollars to this initiative.

9.
Residential Heating and Cooling


CL&P has budgeted $2.5 million for its Residential Heating and Cooling Program.  CL&P final budget.  This program demonstrates a cost of $.128/kWh and $720/kW.  CL&P Final Budget; CL&P Table B, revised February 3, 2003.


Although this program carries a significant cost per kWh, it provides kW savings at a relatively low cost.  Therefore, the Department approves the program.  However, the Department will reduce the budget for this program by $120,000 to fund initiatives that are being required by the Department.  Therefore, CL&P is directed to reduce its budget for this program by $120,000.

10.
Low Income


The Companies’ low-income conservation programs offered through CL&P’s WRAP (Weatherization Residential Assistance Partnership) and UI HELPS, are intended to meet the overall objectives of providing comprehensive weatherization, energy conservation and education services to enable low-income customers to reduce their energy costs by making their utility bills more affordable.  Additionally, by making utility bills more affordable, the Companies should more effectively realize a concomitant decrease in their uncollectibles expense.  Included in the programs are a variety of energy conservation measures to address inefficient lighting, water heating, inefficient heating equipment, refrigeration, and insufficient heating.  Measures are implemented on a cost-effective basis.  Services are delivered by contractors, selected through a competitive bidding process, or by a Community Action Agency (CAA).  The programs differ in that, WRAP is fuel‑blind while UI HELPS is not.  Exhibit CL&P/UI 1, pp. 33‑36. 

The augmented outreach, intake, referral, and educational materials provided through CAAs, Infoline (211), social service and other agencies is essential in improving awareness of and access to these services for low-income consumers.  However, as discussed, it would be desirable to enhance the performance of the Companies’ customer service representatives (CSRs) in responding to callers.

The Companies recognize that improvement in the knowledge of CSRs and increased coordination with their credit and collections departments would enable them to prevent missed opportunities.  Tr. 02/14/03, pp. 586‑593.  To ensure their CSRs have the familiarity necessary to address issues related to conservation and other low-income services, UI and CL&P will prepare comprehensive training practices to develop and promote a “Total Referral” system.  Training should be based on a total integrated referral approach that encompasses customer service laws, winter protection, energy assistance, bill payment programs, low-income conservation, and referral to other conservation programs relevant to the caller.  This level of staff training and knowledge will be expected for all conservation programs.  The Companies will be required to submit their draft for improved CSR training practices for Department review.  Additionally, the Companies will update the Department’s Consumer Assistance Unit on all programs related to low-income consumers and to conservation in general.

In recent years, the Department has supported the development of a conservation plan that will afford consumers access to equivalent programs on a statewide basis.  However, the Department will allow WRAP to continue as a fuel-blind program and the UI HELPS initiative to focus on electric savings only.

The Companies submitted the budget for their respective low-income programs for 2003.  CL&P proposes a budget of $4.5 million, while UI proposes a budget of approximately $1.1 million.  CL&P and UI Final Budgets.  The following tables summarize the historical performance for these programs.
  As the UI’s table shows, in 2002, the average cost totaled $165 per participant.  This cost has declined from $278 in 2000.  However, despite achieving an annual reduction in the cost per participant, UI has budgeted the average cost to increase by $84, or 51% over the actual cost achieved in 2002 ($84/$165).  In addition, the projected cost per kWh shows a dramatic increase, up from $.021 in 2002 to $.051 in 2003.
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The United Illuminating Company - UI Helps


For CL&P, the data show that the cost per participant increased dramatically in 2001 and remained relatively stable in 2001 and 2002.  However, the cost per kWh has been declining annually.  Despite an annual reduction in the cost per kWh, CL&P’s projection for 2003 shows that the cost per kWh will increase above actual 2002 experience by 18% ($.006/$.033).
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Late Filed Exhibit No. 26 also shows that the Companies generally exceed their targets for this program, CL&P by an average of 116% and UI by approximately 131%.  See also the UI Helps table in Section II., Performance Incentive.  In addition, because CL&P’s program is fuel-blind, its average cost/participant is $730, while UI’s is $212.

As the programs have matured, greater efficiencies should have effected improved savings in all categories.  However, based on the budgets presented by the Companies, the cost to achieve savings will increase.

Based on the foregoing, the Department will establish the target for these programs as follows.  For CL&P, the Department will allow a budget of $4,250,000, a reduction of $250,000, and establish a cost of $.031/LTkWh.  The cost per kWh is in keeping with the historical trend demonstrated under this program.  Therefore, the target for this program is 137,096,774 LT‑kWh ($4,250,000/$.031).  The Department notes that, despite a reduction to the budget, the Department’s goals increase savings by approximately 12%, or 15,116,774 LT‑kWh (15,116,774/121,980,000) for this program compared to the goals as originally filed.  Table B, Revised February 3, 2003.  While the Department continues to support the fuel‑blind nature of CL&P’s program, CL&P should concentrate additional efforts on electric savings to reduce the cost on a cent per kWh basis.

For UI, the Department accepts the budget as filed, but establishes a cost of $155 per participant and $.020/LT‑kWh.  These costs are in keeping with the historical trend demonstrated by this program.  Therefore, the target number of customer for UI is 7,204 ($1,116,716/$155) and target savings total 55,835,800 LT‑kWhs.  The Department notes that while maintaining the budget for this program, the Department’s goals increase the number of low‑income customers that will be reached under this program by 1,110, or 18% (1,110/6,094).  Late Filed Exhibit No. 26.  The Companies will be required to update their Performance Incentives based on the metrics stated above.

11.
Eesmarts


UI has developed the eesmarts energy education initiative, which is operated by the Companies jointly.  As a result of UI’s efforts to date, the curriculum for grades K‑5 is complete and has been implemented in many of the classrooms in UI’s service territory.  UI Response to Interrogatory EL‑19.  This data shows that UI has successfully implemented eesmarts in nearly 50% of the total classrooms for grades 1 and 2.  The data also shows that UI has achieved a penetration rate of approximately 6% for the curriculum for grades 3, 4 and 5.  Id.  CL&P did not submit a response to Interrogatory EL‑19.  UI eventually budgeted $317,000 for eesmarts for 2003.  UI had originally budgeted $617,295 for this program, but reduced that budget by $300,000 by eliminating the funding for the development of the curriculum for grades 6, 7 and 8.  UI Final Budget; Tr. 3/10/03, p. 900.  CL&P has budgeted $210,000 for this program for 2003.  Table A, revised 3/17/03.  As discussed in Section II., SmartLiving Center, the Companies will offer a bus voucher program under eesmarts in 2003.  The cost of busing is included in the aforementioned budgets.


It is unclear when development costs would be budgeted for grades 6, 7 and 8.  Therefore, under UI’s proposal, creating the curriculum for the middle school grades would be deferred indefinitely.  The Department is cognizant of the current budget constraints imposed on the Companies.  However, the Department is also aware that the Companies have developed momentum among the schools in its service territory regarding implementation of the eesmarts program.  It would be counterproductive to lose that momentum by deferring the development of the curriculum for middle school grades.

UI originally budgeted $300,000, or $100,000 per grade for grades 6, 7 and 8.  The Department believes this cost to be high.  In the Draft Decision the Department allocated $110,000 for development costs for grades 6, 7 and 8.  In light of potential reductions to the C&LM budget, UI will likely be unable to fund this program.  However, as discussed herein, should funding be available after July 1, 2003, the Department will direct said funds and will meet with the Companies to determine how those dollars will be assigned for this initiative.


It would be costly to measure the success of eesmarts in kWs or kWhs.  Therefore, it is appropriate to establish a stand‑alone metric for this program.  A reasonable metric is classroom penetration.  Therefore, the Department will establish a penetration rate of 20% for grades K‑5 in SWCT for the Companies 2003.  For CL&P’s non‑SWCT service territory, the Department establishes a penetration rate of 10% for grades K‑5 for 2003.  The ECMB should establish penetration rates for the year 2004 and beyond.

F. Joint C&I Programs

1.
C&I RFP Program

The objective of the C&I RFP Program is to promote competitive market development in the C&LM industry by encouraging energy service companies and other third parties to bid to undertake C&LM projects on a competitive basis.  The program targets energy efficiency potential from C&I and residential projects that are not participating through other existing C&LM programs.  The minimum C&I customer size is 350 kW of demand and the minimum project energy saving is 100 kW per year (aggregated sites are permitted).  In 2003 and 2004, the Companies will put particular emphasis on SWCT by offering special bids for projects in that geographical area.  Joint Plan, pp. 44‑46.


CL&P and UI submitted a listing and description of funded third party projects in 2002.  Response to Interrogatory EL-32.  These projects are highly cost-effective.  Conducting bids for qualified projects is an important means to stimulate the development of a competitive market in energy efficiency.  Broadening a competitive market for delivery of energy efficiency projects is especially important at a time when C&LM funds are being reduced.  CL&P and UI have modified the C&I RFP program slightly to enhance and broaden the climate for receiving competitive bids.  These adjustments include broadening the knowledge of the RFP program among potential bidders and publishing a schedule for competitive bids so that potential bidders can incorporate it into their planning schedules.  Tr. 2/10/03, p. 34.

CL&P originally proposed a C&I RFP budget of $6 million for 2003-2004, an increase from $4,194,000 in 2002.  CL&P testified that funding of $6 million was “in the right area” to fund highly cost-effective projects.  Tr., 2/10/03, p. 38.  CL&P revised its C&I RFP from $6 million to $4 million.  CL&P Table A, Revised.  UI proposed that its C&I RFP budget remains at $410,160, an increase from $368,531 in 2002.  UI Table A; UI-Table A, 2nd revision.  The Department approves the proposed UI budget.  The Department supports C&I RFP funding for CL&P at $4,400,000.  This funding preserves most of CL&P’s funding for third party delivery of C&I energy efficiency projects.

2.
Small Business Energy Advantage

The Small Business Energy Advantage program (SBEA) aims to provide cost-effective, turnkey C&LM services, including energy assessments, and installation of measures for small business customers.  All C&I customers (excluding municipal and government accounts) with an average 12-month peak demand of 100 kW or less are eligible for this program. Typical projects range from $4,000 to $10,000 in total cost.  Usually there are no up-front customer costs.  Zero percent financing is offered to credit-qualifying customers.  Both Companies’ budgets call for allocating a large budget share to SWCT.  In addition, there will be efforts to obtain both kW and kWh savings in this program in SWCT.  Joint Plan, pp. 47‑48; Table A, Revised; Table E.

SBEA typically offers lighting retrofits.  Other retrofits include refrigeration and A/C tune-ups and controls.  CL&P will add a new HVAC incentive to the program in SWCT for 2003-2004, but UI will not.  The Companies indicated that vendors typically referred small business customers to other C&I programs if vendors observe that additional C&LM initiatives are warranted.  The Department would like to strengthen the linkage between SBEA and participation of small businesses in other C&I programs to reduce marketing costs and make better use of scarce C&LM funds.  Given the large number of small businesses to be served in both service territories, once the Companies are “in the door,” it is important for the Companies to educate these customers on the full range of available conservation and load management options.  Other programs, such as C&I Custom Services, C&I Express services (offered by CL&P) and Energy Opportunities (offered by UI) can offer benefits to small business customers.  The Companies should ensure that all vendors are knowledgeable about the full range of the Companies’ C&I programs and incentives, and that each vendor conducts a comprehensive analysis of the full range of potential cost-effective energy efficiency/load management upgrades.  To the extent that extent that vendors lack the expertise to conduct a comprehensive analysis of all potential energy efficiency upgrades, vendors shall identify these potentials and refer the customer to utility personnel that can audit these end uses.  Tr 2/10/03, pp. 45-46.  To address these issues, the Companies should offer training sessions to all SBEA vendors on all C&I programs applicable to small businesses and to carefully pursue leads on potential additional energy efficiency projects.  

Both Companies testified that they offer zero percent financing to qualified customers.  Funding for the zero interest rate financing comes from the SBEA program budget.  Tr. 2/10/03, pp. 46-48.  UI testified that its billing system is able to offer the customer a line item on its bill so that the customer pays off the loan as part of the electric bill.  CL&P indicated that it had no such billing capability.  Per Section II, Pay-As-You-Go, the Department will require CL&P to develop a billing capability to enable small business customers the convenience of paying for financing their energy efficiency projects as part of their electric bill.

CL&P has proposed a final revised budget of $4,162,000, up from $3,449,000 in 2002.  UI has proposed a revised budget of $1,300,745, approximately equal to its 2002 budget of $1,327,291.  The Department supports the Companies’ budgets as proposed.  Table A; Table A, Revised.  CL&P has proposed that its reductions to its original 2003-2004 budget ($4,535,000) to reduce service to its non-SWCT service territory.  The Department generally agrees, but will allow flexibility to pursue the most cost-effective projects when allocating reductions from its original 2003-2004 budget. 

3.
C&I New Construction/Energy Blueprint

The C&I New Construction/Energy Blueprint program (EB) is designed to: (1) minimize lost opportunities in new construction and renovation and introduce energy efficiency concepts to the architect/engineering community; (2) encourage the architectural/engineering (A/E) community to consider comprehensive energy efficiency alternatives as standard practice; and (3) demonstrate the benefits of selecting efficient options during the design stage.  Joint Plan, pp. 49 and 50.


CL&P estimates that it is able to service the “vast majority” of the square footage of the new construction market using the EB incentives and/or building techniques.  Response to Interrogatory EL-57; Tr. 2/10/03, p. 104.  UI estimates approximately 42 percent of the new construction square footage has been implemented with some form of an energy efficiency measure or incentive.  Tr. 2/10/03, p. 101.  UI reported that demand for resources in the EB program has outstripped the Company’s ability to service all of its potential customers.  Id., p. 102; Response to Interrogatory EL-57.


In its revised budget, CL&P proposed that its EB budget be reduced by $682,000, from $7,400,000 to $6,718,000, presumably by reducing participation of non-SWCT new construction projects.  CL&P Table A Revised 3/17/03.  UI proposed an increase in its EB budget by $60,000, from $2,239,991 to $2,299,991. UI Table A 2nd Revision.  Despite a reduction of $2.2 million to its overall budget, UI viewed increased participation in EB as a means to assure the greatest permanent kW reduction.  


EB is a highly cost-effective program that captures lost opportunities in new construction, creates long-term kW and kWh benefits, and raises the professional standards of building design and construction in Connecticut.  The Department will restore $600,000 to CL&P’s EB budget to a funding level of $7,318,000 budget.  CL&P shall undertake all cost-effective new construction projects in non-SWCT as well as SWCT locations.  The Department approves UI’s proposed increase of $60,000 to its EB program.  Given that demand for EB typically outstrips the ability of UI to fund all projects, the Company is urged to redirect additional funds to cost-effective EB projects, from other, less cost-effective, UI programs.  CL&P is also urged to fully fund new cost-effective C&I construction projects from other, less cost-effective, programs.

The Companies indicated that they will introduce load management incentives to new C&I construction projects to implement peak demand reduction in SWCT.  These incentives include fluorescent lighting with dimmable ballast, building management systems capable of specific load management, thermal storage, and coordinating the marketing and program delivery with the Load Management programs.  Joint Plan, p. 50; Tr. pp. 440 and 441.  The Department fully supports the integration of load response incentives into C&I new construction as a way to achieve greater kW reductions in addition to energy efficiency.  The Companies shall report to the Department on their 2003 initiatives to implement peak demand reduction in SWCT.  If these efforts are successful, the Companies should introduce cost-effective load management technologies in new construction throughout the state at such time that sufficient funding is available.


In the Decision in Docket 02‑01‑22, p. 12, the Department approved the expenditure of funds to develop a book designed to assist architects and engineers in the design and renovation of buildings to be conducive to participation in load response programs, which will be used in the CL&P and UI service territories.  CL&P indicated that the book was still in draft form, but nearing completion.  Response to Interrogatory EL‑52.  The Department will require CL&P to submit a finalized copy of the document.

4.
Operations and Maintenance RFP - CL&P O&M Services

The Operations and Maintenance (O&M) RFP program is designed to improve O&M practices through third-party initiatives that will lead to sustained O&M energy savings.  Of 23 proposals submitted, three proposals were selected for 2002 from an RFP process that was initiated in late 2001.  Two of the proposals, which are in SWCT, will assist customers in establishing management systems for energy that will improve the information available to assist in evaluating and understanding the value of energy efficiency and load management during financial decision-making.  A third program will develop a training and certification program to increase efficiency in the compressed air systems operation areas.  The Companies indicated that no new proposals would be accepted for 2003.  Budgeted dollars for 2003 will fund the three previously approved proposals.  Joint Plan, p. 51.

The CL&P C&I O&M program aims to improve the operating efficiency of C&I customer equipment to effect energy savings.  The program offers incentives up to 50% of the customer’s installation cost for energy saving operation and maintenance (O&M) practices to improve the operating efficiency of C&I customer equipment.  Joint Plan, p. 56.

CL&P testified that it combined the O&M RFP and the O&M Services program (the latter of which is not a joint program) to calculate the benefit/cost ratio.  The modest benefit/cost ratio of 1.1 reflects the fact that savings from the three approved projects, described above, are not reflected in the overall savings.  Such savings reflect the CL&P C&I O&M Services program only.  Savings for the O&M RFP projects, the third project in particular, are unknown at this time.  CL&P offered a rough estimate of 2.8 as a benefit/cost ratio for the O&M Services as a stand alone program.  CL&P testified that one of the objectives of the RFP is to identify non-traditional methods of achieving O&M savings that the Company may incorporate as part of its ongoing O&M Services program.  CL&P also testified that the Company combined the two programs at the urging of the ECMB consultant, to put additional emphasis on the RFP portion of the program.  CL&P Table B; Tr., 2/13/03, pp. 442-445; Tr. 3/10/03, pp. 1032-33.

UI reported a benefit/cost ratio of 4.6 for the O&M RFP program, since it did not include the administrative costs for the O&M RFP program administered by CL&P.  UI Attachment EL-69, p. 1; UI EL-25.  It is unclear why or on what basis UI elected to impute energy savings to its portion of the RFP program.  In its filings, UI has variously referred to its program as O&M Services and O&M RFP.  

The Companies have presented their budget and energy savings data for these two programs in a confusing manner, which required considerable cross-examination time to demystify the reporting process.  The Department will require each Company to report its O&M RFP and O&M Services programs as separate budget line items.  The Companies will provide consistent savings estimates for the three projects and for the program.

Overall, the Department supports the O&M RFP program as an opportunity to investigate the effectiveness of non-traditional methods of managing O&M energy costs, and looks forward to the results of the projects.  The Department will require the Companies to report on the results of these projects in the next annual filing.  The Department approves the Companies’ proposed funding to support the three approved projects for 2003, at $980,000 and $167,000, for CL&P and UI, respectively.

Given the lower benefit/cost ratio compared to other C&I programs, funding for the CL&P C&I O&M Services program will be reduced to $300,000, for a reduction of $200,000 from the CL&P revised budget.  Joint Plan, p. 56; CL&P EL-25-RV01; CL&P Table A, Revised.  

5.
Community Based Program


The objective of the Community Based Program (CBP) is to increase residential and C&I energy efficiency using a variety of delivery approaches, targeted to a specific community or group of communities over an 18-24 month period.  At the inception of CBP, CL&P and UI targeted Vernon and Hamden, respectively.  The Companies have completed the duration of the CBP and have received the results for the two towns.  For the 2003-2004 budget years, UI has chosen the town of Shelton.  CL&P plans to take a regional approach in its Community Based Program, focusing on 10 towns in the critical area -- Darien, Greenwich, New Canaan, Norwalk, Redding, Ridgefield, Stamford, Weston, Westport, and Wilton -- rather than operate the program exclusively in one town.


Results of the CBP for Vernon and Hamden show that UI’s efforts produced more robust results, in terms of the intensity and variety of initiatives, and in kWh saved.  CL&P estimated that 12 CBP initiatives resulted in cumulative annual savings of 3,896,737 kWh savings in year end 2002.  UI indicated that it implemented 12 of its existing programs in the town of Hamden for cumulative annual savings of 10,057,773 kWh as of December 31, 2002.  Response to Interrogatory EL‑29.  The Joint Plan indicates that the energy efficiency message “will be reinforced through school curricula like the eesmarts existing school program where students can learn to save energy and the environment.”  Joint Plan, p. 39.  UI testified that eesmarts was introduced in several Hamden schools and there is a consulting partnership with a Hamden school board member.  Tr. 2/10/03, pp. 92-93.  CL&P testified that it did not integrate eesmarts into its Vernon initiative.  Joint Plan, pp. 39‑40; Tr. 2/10/03, p. 80.  


CL&P testified that it intended to use its community-based platform in ten critical towns to leverage appliance rebates and services that are available in several programs.  CL&P also planned to install smart living displays in each of the critical towns.  Tr. 2/10/03, p. 87.  The Department notes that transforming a concentrated community effort in one town to a limited initiative in 10 towns is a major revision to the program that was not described in the annual Joint Plan.  Joint Plan, pp. 39-40.  The Department believes that scarce conservation dollars would be more beneficially spent by transferring the revised CBP budget of $250,000 into other programs.  


UI has proposed funding for the CBP in Shelton at a lower funding level.  The Company has proposed a reduction of $47,709 from the originally proposed budget of $238,543 resulting in a revised budget of $190,834.   The Department believes that the Company’s CBP in Hamden was successful and supports a similar program design for Shelton.  The Department supports UI’s proposed reduction in funding.  

G. CL&P- Specific Programs

1.
C&I Custom Services and C&I Express Services

The goal of the C&I Custom Services program is to effect energy efficiency for various end-uses in the initial energy-using equipment purchase decisions by offering services tailored to customers’ individualized specific needs.  CL&P offers incentives for cost-effective measures for a variety of commercial end-uses, including customized lighting and a full range of HVAC equipment.  C&I Custom Services program supports overall productivity (environmental, production, and process) audits (in conjunction with the Department of Economic and Community Development), to evaluate overall efficiency for industrial customers.  In 2003-2004, CL&P will focus especially on SWCT.  For 2003-2004, the Company will dedicate a significant share of the budget for a new lighting and HVAC retrofit component of the program for the 100-350 kW customers in SWCT, in which the HVAC retrofit will include a zero interest financing program.  Joint Plan, pp. 53-54.

The goal of C&I Express Services program is to effect energy efficiency in the initial equipment purchase decisions in order to identify and support the implementation of selected cost-effective measures. C&I Express Services offers rebates for up to 100% of the incremental cost of installing energy efficient lighting, motors and HVAC.  The motors and HVAC components are promoted through NEEP initiatives. Joint Plan, pp. 55-56.


The Department notes that the 5.4 benefit/cost ratio for the C&I Express Services program is nearly twice the 2.8 benefit/cost ratio of the C&I Custom Services program, which could provide a rationale to reallocate dollars from the C&I Custom to the C&I Express Services program.  CL&P Table B, Revised.  CL&P indicated that it would be problematic to try to increase the Express Services market.  The program intervenes at the time of equipment failure, i.e., when a customer would have purchased new equipment anyway.  Express Services affects a large number of replacement equipment purchases in the lower price range, so it is more difficult to justify a significant increase in the budget.  CL&P has proposed a revised 2003-2004 budget of $8,553,000, a substantial increase from $6,884,000 in 2002, for the Custom Services program.  For Express Services, CL&P proposed a 2003-2004 budget of $1,440,000, up from $1,327,000 in 2002.  CL&P Table A, Revised.  The Department will reduce the large proposed increase in Custom Services by $550,000, for an approved 2003 budget of $8,003,000.  The Department approves the Express Service budget of $1,327,000.  

2.
C&I Operation & Maintenance 


See Section II., Operations and Maintenance RFP - CL&P O&M Services.

3.
State Buildings

The State Buildings program offers technical and financial assistance to improve the energy efficiency in state owned and leased facilities under the oversight of the Department of Public Works (DPW).  The State Buildings Program was initiated as a result of Public Act 90‑221 requiring the State’s electric utilities to initiate conservation investments in state buildings in order to yield electric savings of $4 million.  Since much of the available cost-effective potential for energy efficiency measures has been achieved, CL&P plans to expand its efforts to devote more resources to O&M procedures and other strategies to maximize the benefits achieved from the different measures.  Program bond funding by the state ended on December 31, 1999.  If a project is not cost-effective at 100% funding, the Company will allow the project to go forward if the State Agency contributes a share, up to 50 percent, of the costs.  Joint Plan, p. 57.

CL&P’s revised proposed budget allocated $625,000 for the State Buildings program.  CL&P Table A, revised.  UI conducts projects on State buildings as part of its EO or EB programs, and has allocated $225,000 for servicing State buildings from these programs.  Tr. 2/14/03, p. 566.  In 2002, the CL&P conducted 10 projects on State buildings that resulted in a 1.15 MW reduction.  Response to EL-50.

Outfitting State buildings with energy efficiency measures benefits all ratepayers and taxpayers of Connecticut.  The Department approves CL&P’s budget of $625,000 for the State Buildings program and UI’s allocation of $225,000 for servicing State buildings from the EO and EB programs.

4.
CL&P Municipal Program ‑ Participation in Municipal Programs

The CL&P Municipal program provides benefits of increased energy efficiency to all Distressed Municipalities in Connecticut.
  CL&P offers qualifying municipalities turnkey technical and financial assistance as well as energy efficient retrofit improvements to existing municipal buildings.  These projects exclude all new construction and major renovations of municipal projects, which are funded in the EB program.  CL&P pays 100 percent of the costs associated with implementing some energy-efficiency measures within cost-effectiveness constraints.  If a project is not cost-effective at 100 percent funding, the Company allows the project to go forward if the municipality agrees to contribute the remaining balance of the project, up to 50 percent of the cost of the project.  Joint Plan, p. 58.  Towns that are not designated Distressed Municipalities qualify for energy efficiency upgrades projects in other CL&P C&I programs, i.e., Custom Services and Express Services.  All Connecticut towns qualify for new construction energy efficiency projects through the EB program.  Tr. 2/13/03, pp. 458-59.  


CL&P justifies a separate program to service a subset of municipal customers because of the unique characteristics of municipalities, which typically have lengthy and diffuse decision-making processes.  Joint Plan, p. 59.  UI has no separate Municipal program.  Instead, it sets aside a portion of its EO program budget to service non-construction municipal projects.  Tr. 3/10/03, p. 1063.  Given that CL&P has a much larger service territory, the Department finds it reasonable to offer a separate program for Distressed Municipalities at this time.  

CL&P testified that even though the Municipal program has targeted distressed towns over a number of years, there are sufficient cost-effective projects to exhaust annual budgets for this program.  Tr. 2/13/03, p. 465.  CL&P has indicated that it will propose a reduced incentive structure program for implementation in 2004.  Tr. 2/13/03, p. 465.  The Department notes that with the current incentive structure, the benefit/cost ratio is among the lowest of the programs at 1.2.  Joint Plan, CL&P Table B.  The Department concurs that it is appropriate to consider alternative incentive structures for the program in 2004, in conjunction with an incentive that packages financing for municipalities, discussed below.  

CL&P has proposed a 2003-2004 revised Municipal program budget of $625,000, a decrease from the 2002 budget of $894,000.  The Department approves this budget as submitted.


CL&P testified that front-end costs are a significant barrier for energy efficiency retrofits, not just for Distressed Municipalities, but for many Connecticut towns.  Tr. 2/13/03, pp. 461-462.  In general, nearly all of the projects for towns are new construction and major renovation projects, primarily school construction.  CL&P estimated that approximately 90 percent municipal projects are for new construction; the remaining 10 percent of projects were for non-construction energy upgrades, such as lighting and process uses. Tr. 3/10/03, p. 1065.  UI testified that a somewhat higher figure, approximately 30 to 40 of its Municipal budget of $816,000 finances EO projects.  Tr. 3/10/03, pp. 1063-1064.

During the proceeding, there were discussions about developing a zero percent financing package for all municipalities to overcome front-end barriers to non-construction energy efficiency investments.  While overcoming front-end costs is a barrier, the Companies pointed out that the legal constraints and decision-making required for municipalities to undertake any debt or multiyear financing are more complex than for business customers.  CL&P pointed out that packaging the program at 100% financing for Distressed Municipalities is a means to overcome front-end cost barriers to participation as well as avoiding the complications of external financing.  The Companies are also mindful of allocating scarce dollars to fund a zero percent loan program. Tr. 3/10/03, p. 1057-1061.


Since municipalities are facing great challenges during a time of State deficits and funding cuts to towns, the Department believes it is timely to consider a financing package that addresses front-end costs of municipal energy efficiency retrofits.  As discussed above, there may be legal and financial variables unique to municipalities when developing such a program.  The Department will direct the Companies to develop a proposal to submit in the 2004 Joint Plan.  This will be coordinated with the pay-as-you-go infrastructure that is being developed for C&I customers, per Section II., Pay‑As‑You‑Go.  The Companies shall submit proposals with the Department no later than September 1, 2003.  

5.
Small Industrial Conservation Loan

The Small Industrial Conservation Loan provides financing for customers who would otherwise find it difficult to fund C&LM measures.  It offers interest-free loans up to a maximum of $100,000 to smaller industrial customers with less than 100 employees in CL&P’s service territory.  The program is funded by a past conservation fund contribution which buys down the interest to zero percent.  This program is approved at the proposed funding level.

6.
Connecticut Hospitals Association Loan

The Connecticut Hospitals Association (CHA) Loan program provides no-interest loans for energy-efficiency project financing to 31 acute care hospitals in Connecticut.  Loans are funded through a $4 million fund previously contributed by the C&LM fund.  CL&P also evaluates energy efficiency options and recommendations. This program is approved at the proposed funding level.

H. UI-Specific Programs

1.
Energy Opportunities

Energy Opportunities (EO) program is a flexible program is to improve the energy efficiency of commercial, industrial, and government customers with a peak demand of greater than 100 kW by:  1) exchanging functioning but inefficient equipment within the commercial or industrial environment with higher efficiency equipment; 2) improving a facility's building shell or facility's performance; 3) improving energy use or management practices; and 4) inducing efficiency where it was not previously present.  Qualifying projects or efficiency measures can earn incentives of 30% of the project costs up to a maximum of $.10/kWh saved.  Within SWCT, special considerations are being explored for six critical towns: Bridgeport, Easton, Fairfield, Shelton, Stratford, and Trumbull.  In addition, special considerations for peak demand reduction and renewable technologies are being developed.  Joint Plan, pp. 62-63.

UI does not offer zero percent financing to C&I customers such as the Small Industrial or Connecticut Hospitals Association Loan programs offered by CL&P.  UI testified that front-end costs did not present a significant barrier to adopting energy efficiency projects and that many C&I customers have sufficient access to external credit.  UI indicated that under its current program incentives, there is sufficient C&I demand for energy efficiency projects to exhaust annual budgets each year.  UI pointed out that the EO program does have flexibility, and UI has, in some instances, put together a financing package similar to the Small Industrial Loan program.  Tr. 2/13/03, pp. 471-472.  The Department supports UI in its effort to offer flexible financing if external financing poses a significant barrier to completing a project.  We conclude that a zero percent loan program or special loan programs to subsets of UI C&I customers is not necessary at this time.

UI submitted a 2003-2004 budget of $2,314,902 for EO, an increase in its 2002 budget of $1,793,145.  UI Table A; UI Table A, 2nd Revision.  The Company reported a benefit/cost ratio of 5.6, among the highest for its C&I programs.  UI Table B.  The Department approves the EO budget and program as submitted.

2.
Research Development and Demonstration Program


The RD&D Program provides a means for the Companies to advance the development of new C&LM technologies and demonstration projects that would not otherwise be undertaken by the market.  The RD&D program provides long-term benefits to Connecticut ratepayers in the form of enhanced environmental quality, economic development and economic competitiveness of Connecticut’s businesses.  The Companies conduct a joint RD&D program that receives technical input from the advisory Policy Working Group.  The Companies’ Joint Plan emphasized low‑risk demonstration programs targeted for kW reduction in SWCT.  Joint Plan, pp. 70 and 71.  Given the $12 million budget reduction for 2003, the Companies testified that they will not provide funding to new RD&D projects for this year.  Tr. 3/10/03, p. 906.  The combined 2003 budget for CL&P and UI for RD&D totals $3,360,000.


The Department recognizes the value of funding RD&D projects, but given budgetary restrictions, supports the decision to curtail future RD&D projects for 2003.  The Companies shall provide to the Department an itemization of RD&D expenditures already incurred in 2003.  The Companies shall also submit a status report on 2003 expenditures for all current projects, indicating which current projects had assumed continued funding during 2003 and/or in future years.

At such time that the C&LM funds support additional funding for RD&D projects, the Department shall approve each project.

3.
Vending Machines and Reach-in Chillers


CL&P testified that a typical vending machine in use is not particularly efficient due to the split economic incentives of owners and operators of the machines.  Electric costs are not paid by the owner of the machine, but by the owner or operator of the premises in which the vending machine is installed.  During the proceedings, the Department advanced a discussion regarding the value of using RD&D funds for a development or demonstration project for energy efficient vending machines.  The Company testified that one manufacturer already makes an energy efficient vending machine.  CL&P has been participating in a consortium to establish national efficiency standards for vending machines and reach-in commercial refrigerators.  The Department has learned that a voluntary standards agreement has been reached between vending machine manufacturers and major beverage distributors, which should be instrumental in transforming the vending machine market.  In the mean time, the Companies are directed to incorporate in their C&I program energy efficiency and load management incentives for vending machines and reach-in chillers already in use.  The Department directs the Companies to work “upstream” with manufacturers and sellers of commercial reach-in chillers to stock efficient models.  The Department is aware that Northeast Energy Efficiency Partnership (NEEP) has been working actively to promote energy efficiency standards in vending machines, reach-in chillers and other major appliances.  The Companies should work with NEEP to promote the regional development and purchase of reach-in chillers.  The Department concludes that use of RD&D funds are not necessary to fund a development or demonstration project for energy efficient vending machines or related commercial appliances at this time. 

4.
Southwest Connecticut


The Decision dated May 29, 2002, in Docket No. 02‑01‑22 states:

The Department believes that the current situation [ in SWCT ] deserves special consideration and flexibility to maximize implementation and timeliness of C&LM programs.  It is not our intent to disrupt existing programs but to focus their implementation over the next few years on SWCT.  This action will provide the most benefit for the system in general.  Decision, p. 7.


The Joint Plan states that there are several conservation programs that were designed for SWCT only.  Joint Plan p. 72.  For CL&P, approximately 37 percent of its revenues come from the 52 towns of SWCT and more than 53 percent of total program dollars are budgeted for that region.  UI estimates that approximately 41 percent of its revenues are collected from its six SWCT priority towns with approximately 53 percent of its total program is budgeted in these towns.  Joint Plan, p. 72; Table E.


The Joint Plan states that Load Management Programs will be coordinated with marketing and delivery of conservation programs.  Load Management activities planned for SWCT include support of the ISO‑New England LRP with an emphasis on education, continuing programs that have previously piloted by CL&P as well as new programs for UI.

5.
Load Growth and C&LM Efforts in SWCT


Although a detailed projection of electric supply and demand is beyond the scope of this docket, the Department has gathered some data to assess the impact of C&LM on demand growth.  CL&P projected load growth in SWCT in its Response to Interrogatory EL-67, based in part on data from Docket No. 02-04-12, DPUC Investigation into Possible Shortages of Electricity in Southwest Connecticut during Summer Periods of Peak Demand, Decision dated July 3, 2002.  In that Decision, CL&P and ISO-NE projected load growth in SWCT from 2002 to 2003 in the range of 23 to 56 MW.  The Department estimated a SWCT load growth increase of 58 MW from 2002 to 2003.  Docket No. 02-04-12, pp. 7 and 8.  CL&P 2002 Forecast of Loads and Resources, filed with the Connecticut siting Council, March 1, 2002, estimates an increase of 23 to 25 MW from 2002 to 2003 in SWCT.  Response to Interrogatory EL‑67, p. 3.

The Companies have also estimated kW reductions due to conservation targeted to SWCT.  CL&P estimates that its conservation efforts will reduce demand in SWCT by 21.5 MW.  CL&P Table E.  UI C&LM expenditures are expected to result in a 12.6 MW load reduction in SWCT.  UI Table E.  These estimates do not reflect all of the budget modifications resulting from $11 million removed from the Companies’ 2003 budgets.  In addition, the March 26, 2003, Second Interim Decision in this docket, the Department approved additional funding for supplemental payments to Class 1 load response participants to fund 10 MW of load response for CL&P and 7.5 MW for UI.  UI Testified that it had increased its interruptible goal from 5 MW to 12.5 MW as a result of the Class 1 incentives, for a revised goal of approximately 28 MW.  Tr. 3/10/03, pp. 902 and 903.


CL&P testified that the Company installed DVAR units to the transmission system that will add an estimated 100 MW of power to flow though the existing transmission lines into the CL&P portion of the SWCT transmission grid.  Tr. 3/10/02, pp. 954, 1014.  


Below is a summary of forecasted load growth estimates from 2002 to 2003 and the expected MW reductions from C&LM programs in 2003.
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CL&P C&LM programs 


       21.5
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       12.6
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       10.0
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       56.6
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       100 

(CL&P SWCT service territory only)


Based on load growth forecasts, i.e., setting aside generation supply and other transmission import capacity issues, targeted C&LM efforts will make an important contribution toward offsetting increased electric demand and enhancing reliability in SWCT for the summer of 2003.  Installation of the DVAR units provides an additional margin of comfort in the CL&P service territory.  

6.
ISO-NE Program Support

In addition to the supplemental payments for Class 1 payments, the Companies provide program support for the ISO-NE Load Response Program (ISO-NE LRP).  Specifically, the Companies will assist in installing the internet-based communications system and offer financial incentives to pay for the ISO-required data recorder as well as data, phone, or metering set-up costs.  The program targets C&I customers capable of enrolling 100 kW of curtailable load, either at a single site or through aggregation of multiple facilities.  Fifty percent of this program will be targeted to SWCT, and emphasis will be placed on the preferred towns in the Norwalk Stamford sub-area.  In addition to supplemental payments, the fact that last year’s customers have the hardware and software set up to participate in the load response programs lowers the barrier to reenrolling in the program. Tr. 2/13/03, pp. 375-76.

CL&P’s revised C&I Load Management Services/ISO-NE Program Support program is $2,310,000, which includes supplemental payments of $1 million for the ISO-NE LRP.  Response to EL-72-SP01.  UI submitted a revised ISO-NE Program Support budget of $147,000 for program expenses and $750,000 for supplemental payments.  UI Table A, Second Revision. 

CL&P testified that under its original 2003-2004 budget, prior to the Department approval of the Class 1 supplemental payments, a substantial effort and associated budget had been allocated to marketing and promotion of the ISO-NE LRP.  Tr. 2/13/03, p. 383.  The Department expects that both Companies’ 2003 ISO-NE LRP budgets, which include generous supplemental payments to Class 1 participants, will reflect lower associated marketing and promotional budgets to attract customers.  


ISO-NE has created six new load response programs for 2003, and the Companies will need to educate customers in order to get them to sign up.  ISO-NE has expressed a commitment to assist distribution companies and load response providers with kick-off events, seminars, and in drafting promotional materials.  Tr. 3/10/03, p. 1051.  The Companies indicated that they would need to repackage ISO-NE materials to their service territories; ISO-NE has limited experience marketing retail programs. Tr. 3/10/03, pp. 1052-1054.  Given budget cutbacks and future budget uncertainties, the Department expects the Companies to coordinate and leverage to the greatest degree possible the resources offered by ISO-NE to promote its load response program.  These financial commitments by ISO-NE should be reflected in the Companies’ budgets.

7.
CL&P and UI Load Management Programs 

The CL&P C&I Load Management Services program helps customers understand how much demand (kW) they use at different times of the day.  The program provides on-site assessments, enhanced metering services, and financial incentives and interest-free loans to purchase load management-related equipment.  The program targets C&I customers interested in managing their demand costs and customers who can shift or reduce at least 100 kW of load.  Fifty percent of this program will be targeted to SWCT with emphasis on the preferred towns in the Norwalk Stamford sub area.  Joint Plan, p. 65.  CL&P did not provide a separate budget line item of its stand-alone C&I Load Management Services program; the revised C&I Load Management Services/ISO-NE Program Support program is $2,310,000, which includes ISO-NE supplemental payments of $1 million.  Response to EL-72-SP01.

The objective of the UI Load Management Program is to reduce peak electric demand from residential, commercial and industrial customers by offering incentives for load management technologies using existing C&LM distribution channels and by introducing new programs or pilots targeting specific large kW end use equipment.  Initiatives include providing incentives for installation of kW reducing technologies in our C&I programs, providing a package of residential approaches, and a residential time-of-use program.  In addition, UI will continue to offer incentives for participating in ISO-NE LRP for C&I customers with the capability of curtailing 100kW of load.  Joint Plan, p. 69.


UI presented in its budget a line item of $1.5 million, Load reduction kW Incentives, in its Table A and its subsequent revisions.  This amount includes $1,324,000 for SWCT marketing incentives and $176,000 in additional marketing costs.  Response to Interrogatory EL-25.  UI described this as kW incentives in the form of “increased marketing, increased emphasis to critical six towns . . . “[T]he majority of that money is increased incentives specifically for permanent kW reductions.”  Tr. 3/10/03, p. 918.  These savings will actually be realized in other programs (EB, EO, SBEA, etc.), but are reflected as a separate budget line item for ease of accounting and administration.  Tr. 3/10/03, p. 919.  Specifically, the $1.5 million provides incentives for the installation of kW reducing technologies, such as building automation, dimmable ballast, and thermal storage.  Other incentives include a comprehensive residential and C&I HVAC program, a residential program focusing on kW reduction, and an appliance turn-in program and timer promotion.  Joint Plan, p. 69. 

Both Companies’ budget filings for their load management programs underscore the importance of consistent and transparent standard filing requirements to reduce discovery requests and cross-examination time.  CL&P’s budget “detail” in Response to EL-25 aggregated all load management programs totaling $6.2 million:  ISO-NE Program Support, C&I Load Management Services, Power Factor program, Residential & C&I Load Management Infrastructure Development, and Residential Time-of-Day Initiative.  The Department can conduct no meaningful analysis at this level of aggregation.  Additional discovery was required to obtain a program-by-program itemization.  Response to EL-72-SP01.  UI described the features of its Load Management program on page 69 of the Joint Plan, yet it does not appear as a budget line item.  Instead, it is reported on the budget under the name, “Load Reduction kW Incentives,” separate from the ISO Load Response program, which is a component of the UI Load Management program.  Joint Plan, p. 69.  Finally, while the Department recognizes the administrative convenience of reporting the Load Reduction kW Incentives as a separate UI budget line item, the Companies need to work toward developing consistency in the accounting and reporting of load management budgets and kWh savings.

Over the course of the proceeding, a general description emerged of the Companies’ load management initiatives and their corresponding budget requirements.  On this basis, the Companies’ 2003 load management budgets are approved, subject to reporting requirements described herein.  The Companies shall submit quarterly reports to the Department on each load management program in a form similar to Response to EL-25, which will include the following budget components:  Company labor, materials and supplies, outside services, other labor, incentives, marketing, and other.  The Companies shall provide an explanation of each major budget category.


For the 2004 Joint Plan, The Companies need to work toward developing standardized, transparent reporting and accounting of their Load management programs.  Specifically, the Companies will be subject to the following requirements:

1. Each load management program will be reported as a separate stand-alone budget, which includes a description of the program and its incentives, and a detailed explanation of budget items.

2. The Companies will work together and with the Department to standardize their load management programs and accounting techniques for submittal for the 2004 annual filing.

3. Any new Load Management initiative to be introduced into the 2004 Joint Plan shall be submitted by both Companies as a joint program.  

III.
Conclusion and Orders

I. Conclusion


Although the Companies present programs that pass the benefits/cost test, the Department finds that additional standards must be applied to the review of each initiative to assure that C&LM funds are being used as efficiently as possible and providing maximum benefit to the ratepayers who fund these programs.  The Department is hopeful that the ECMB will assume the challenge of conducting a detailed program‑by‑program review of each initiative to develop a complete understanding of how the ratepayers dollars are being spent.

The cost of labor, as reflected in the number of FTEs required to implement these programs, has increased over time.  Other program costs have also generally increased to the end result that more C&LM funds are used to achieve kWh savings that stay the same, or decrease annually.  Because of escalating costs, the Department is requiring that an audit of C&LM costs be conducted when funding is available.  Creating a standard filing requirement for the Joint Plans, and requiring that the Joint Plan be submitted in October, will facilitate the Department’s review of the C&LM programs.  Renewable energy can provide tremendous value.  That value must be reflected in an appropriate incentive for these technologies.  The Department has increased the incentives for renewable sources of energy and directs the Companies to pursue renewable energy through the C&LM fund in future filings.


The C&I programs jointly offered by the Companies are cost-effective and bring substantial benefits to this class of customers.  Some of the budget filings aggregated two or more C&I programs, which made discovery during the proceeding more difficult and lengthy.  The Companies continue to prioritize C&I programs and budgets in SWCT, and this is expected to have a significant effect on expected load growth and reliability in this region.  Due to legislatively mandated cutbacks in 2003 budgets, the Companies’ revised 2003 budgets reflected greater emphasis on load response, kW savings and targeted program dollars to SWCT.

The Department is aware of the fact that both the Governor and the General Assembly, in their attempt to address the projected State budget deficit for fiscal years 2004 and 2005, are considering potentially reallocating monies from the C&LM fund to the General Fund.  If these proposed transfers are signed into law, funding for C&LM programs may need to be reduced from its current level or possibly even discontinued altogether as of July 1, 2003, for up to a period of two years.  As a result, there is great uncertainty regarding the future status of the C&LM program funding.  In light of this uncertainty, the Companies have significantly curtailed C&LM spending.  

The Department directs the Companies to exercise extreme caution and prudence to avoid incurring costs beyond June 30, 2003.  Should funding be available subsequent to June 30, 2003, the Department will direct the allocation of all dollars.  As soon as the Department learns the status of the C&LM fund going forward, the Department will conduct a technical meeting for the purpose of addressing any impact on the C&LM program budget for the remainder of 2003 and future years.  The Department authorizes each Company to allocate up to $250,000 in “bridge funding,” to retain up to three full‑time equivalent C&LM staff members.

J. Orders

1. On or before June 15, 2003, the Companies will commence a monthly filing that summarizes the previous years’ uncommitted funds and revenues that have been collected in excess of budgeted amounts in the current year as discussed in Section II., Revenue Recovery – Carryover and Surplus.

2. On or before, July 17, 2003, CL&P shall submit a report regarding the PSNH PAYS as discussed in Section II., Pay‑As‑You‑Go

3. On or before July 17, 2003, as discussed in Section II., Standard Filing Requirements, and the Companies shall meet with the Department to establish the SFRs for each C&LM program.

4. On or before July 15, 2002, the Companies shall submit a revised Performance Incentive mechanism, by program, to include the savings and average costs, as discussed herein.

5. As discussed in Section II, Torchiere Giveaway, the ECMB must approve giveaways under all C&LM programs.

6. On or before June 17, 2003, as discussed in Section II., Torchiere Giveaway, the Companies must submit a summary of all giveaways for 2003.

7. On or before June 17, 2003, the Companies shall meet with the Department to finalize a general awareness campaign for SWCT as discussed in Section II., General Awareness Campaign.

8. On or before June 17, 2003, as discussed in Section II., Sale of Conservation Programs, CL&P shall submit an accounting of the treatment of management fees that it has received from UI and all funds that it has accounted for through the Sharing Mechanism, for the period 1999 through the present.

9. In the next C&LM filing, the Companies shall submit their plan to conduct a room air conditioner turn‑in event in SWCT for 2004 as discussed in Section II., Energy Star Appliances.

10. As discussed in Section II., Heat Pump Water Heater – Hot Shot, the Companies shall work with the ECMB to develop a HPWH program that can be implemented upon successful evaluation of the HPWH and to report their findings in the next C&LM filing.

11. On or before October 1, 2003, as discussed in Section II., Heat Pump Water Heater – Hot Shot, CL&P shall submit a report regarding the pending litigation on the Hot Shot.

12. On or before June 17, 2003, CL&P shall submit a summary of the sale of advertising space in the catalog as discussed in Section II., SmartLiving Catalog.

13. On or before October 1, 2003, in the next C&LM filing, the Companies will modify the Performance Incentive to create a stand‑alone metric for the SmartLiving Center and eesmarts as discussed herein.

14. In their next filing, as discussed in Section II, Joint Refrigerator Early Retirement Program, the Companies are directed to submit a program to target removal of second or third refrigerators.  The Companies must submit calculations to support the demand and energy savings related to the target number of units that are being removed from service as established herein.

15. On or before August 30, 2003, the Companies submit for Department approval their current and improved training procedures that provide CSRs with the information necessary to competently address customer conservation and other low-income issues, such as payment Company services.  The Companies will also arrange to meet with the Department’s Consumer Assistance and Information Unit for an update on all services for low-income consumers and conservation in general.

16. In its next general rate case proceeding CL&P must submit revisions to its residential time‑of‑use rate as discussed in Section II., Residential Time‑Of‑Use Program.

17. In the next C&LM filing, the Companies shall submit a status report to the Department, as ordered in Docket No. 01-01-14, dated September 9, 2001, on their efforts to develop a tracking mechanism for customer calls, to the 877‑WISE USE and to the individual Companies’ telephone numbers, that enables them to identify the marketing source responsible for the caller’s awareness of conservation programs.

18. In the next C&LM filing, as discussed herein, the Companies must report on their progress to develop a program to address refrigerators that are distributed through the secondary market.

19. In the next C&LM filing, the Companies shall report on cross-training of SBEA vendors with regard to other C&I programs applicable to small businesses, and that each vendor conducts a comprehensive analysis of the full range of potential cost‑effective energy efficiency/load management upgrades.  The Companies shall also report on referrals to other C&I programs by SBEA vendors.

20. In the next filing, the Companies shall report on their efforts to implement peak demand reduction in EB new construction projects in SWCT.

21. On or before July 1, 2003, CL&P shall submit a finalized copy of its book designed to assist architects and engineers in the design and major renovation of buildings to be conducive to participation in load response programs.

22. In the next C&LM filing, each Company shall report its O&M RFP and O&M Services programs as separate budget line items.  The Companies shall work together to develop and report consistent savings estimates for the three projects and for the programs.

23. To the extent that funding is available, CL&P shall transfer its CBP budget of $250,000 into other programs, as directed herein.  CL&P shall reactivate the CBP only upon Department approval.

24. The Companies are directed to develop a financing package that addresses front‑end costs of municipal energy efficiency retrofits to submit in the 2004 Joint Plan, to be coordinated with the pay‑as‑you‑go infrastructure that is being developed for C&I customers, per Section II., Pay‑As‑You‑Go.  The Companies shall submit proposals to the Department no later than October 1, 2003.

25. On or before July 1, 2003, the Companies shall provide to the Department an itemization of RD&D expenditures already incurred in 2003, and shall submit a status report on 2003 expenditures for all current projects, indicating which current projects had assumed continued funding during 2003 and/or in future years.

26. In the next annual filing, the Companies will report on the kW and kwh savings of each of the three approved O&M RFP projects.

27. Funding of new and continued RD&D projects approved by the ECMB shall be subject to the approval of the Department.  The Department shall issue a letter to the Companies and the ECMB indicating whether the proposed RD&D project funding is approved.  

28. In its next C&LM filing, the Companies shall report on their efforts to incorporate energy efficiency and load management incentives for vending machines and reach‑in chillers currently in use, and the promotion of more efficient models for reach‑in chillers.

29. Commencing July 1, 2003, the Companies shall submit quarterly reports to the Department on each load management program in a form similar to Interrogatory Response to EL-25, which will include the following budget components: Company labor, materials and supplies, outside services, other labor, incentives, marketing, and other.  The Companies shall provide an explanation of each major budget category.

30. For the 2004 Joint Plan, the Companies must develop standardized, transparent reporting and accounting of their load management programs.  Specifically, the Companies will be subject to the following requirements:

a) Each load management program will be reported as a separate stand-alone budget, which includes a description of the program and its incentives, and a detailed explanation of budget items.

b) The Companies will work together and with the Department to standardize their load management programs and accounting techniques for submittal for the 2004 annual filing.

c) Any new Load Management initiative to be introduced into the 2004 Joint Plan shall be submitted by both Companies as a joint program.
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� Although this information is submitted in various exhibits throughout the Joint Plan, it is summarized in Late Filed Exhibit No. 20.


� The data for CL&P was not submitted in a format similar to that provided by UI.


� The structure of CL&P’s Performance Incentive allows it to earn 5% when it achieves between 100% to 109% of its goal and 6% when it achieves 110% to 119%.  Exhibit CLP/UI�7, Revised 2/3/03.


� The Pilot will monitor water consumption, tank water temperature relative to set points, cold water inlet and hot water outlet temperatures, surrounding air temperature and relative humidity, condensate production and electrical consumption of the heat pump and each resistance element and the operating time of the compressor and each element.


� The installed cost of a Hot Shot was $850.  The customer was required to contribute $150 up front to participate in the program.  Decision in Docket No. 01�01�14, p. 7.


� Diversified water heater demand is the average electricity use per water heater, at any one time, of a large population of heaters.  For example, if all water heaters in a given population used 4 kW when running, and 25% of them were running at a given time, their diversified demand at that time would be 1 kW.


� Oak Ridge National Lab, Field Test of A “Drop�In” Residential Heat Pump Water Heater – September 2002.


� For a discussion regarding the savings that are available to customers through the use of UI’s Rate RT, see Decision in Docket No. 01�10�10, p. 82.


� CL&P originally proposed a budget of $2 million.  CL&P reduced the budget by $300,000 to $1.7 million.  Revised Table A, 3/17/03.


�  The value of each ad should reflect its size and placement within the catalog.


� CL&P plans to rent space to vendors.  Therefore, these displays will provide revenue to the C&LM fund.  Response to Interrogatory EL�15.


� CL&P’s total included the customers that participated in the December torchiere give�away.


� This test identifies the air leaks that exist within a framed structure.  Once the leaks are identified, they must be sealed and the structure re�tested.


� The table shows CL&P’s budget for 2003, $2.46 million, the budget as originally filed.  CL&P submitted a revised budget, reducing the budget for this program to $2.1 million.  CL&P did not submit a revised Late Filed Exhibit No. 26.


� The tables are based on Late Filed Exhibit No. 26, which was not updated to reflect the CL&P or UI Final Budgets.  Therefore, the tables are provided for illustrative purposes.





� In accordance with C.G.S. Sec.32-9, the Department of Economic and Community Development has designated the following towns as Distressed Municipalities:  Hartford, New Britain,  Bridgeport, Waterbury, New Haven, Windham, East Hartford, New London, Meriden, Ansonia, West Haven, Winchester, Derby, Torrington, Naugatuck, Bristol, Norwich, Plainville, Killingly, Plymouth, Sprague, Putnam, Enfield, East Windsor, and Stafford


� These data reflect the budget as originally submitted in the Plan and are subject to minor revisions per the Companies’ revised budgets. 
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