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I.
INTRODUCTION

A.
Summary

In this Decision the Department approves, with modifications, the 2005 budget and programs for the Conservation and Load Management Plan for The Connecticut Light and Power Company and The United Illuminated Company.

While the Companies have shifted C&LM efforts to the Southwest portion of Connecticut, the Department believes that additional resources are required to meet the ever growing demands within this region and to reduce the exposure to increasing costs to Connecticut ratepayers.  To accomplish this, the ECMB must be more flexible in the design of these programs to include innovative options, including strategies that to date, have not been the primary focus of these programs.  Specifics are discussed in Section II., E. 4 and 5.

B.
Current Proceeding

The General Statutes of Connecticut (Conn. Gen. Stat.) § 16‑245m requires the establishment of a separate conservation fund and the appointment of the Energy Conservation Management Board (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.

The Connecticut Light and Power Company (CL&P) and The United Illuminating Company (UI) (together, Companies) jointly submitted their Conservation and Load Management (C&LM) Plan text and overall budget for 2005 in a filing dated November 2, 2004, and their C&LM goals and detailed program budgets in a filing dated November 22, 2004, (the November 2, 2004 and November 22, 2004 C&LM filings are collectively referred to as the Plan).  The ECMB has endorsed the Companies’ proposed programs and budget allocations.  CL&P’s 2005 C&LM budget totals $58,196,302 while UI’s C&LM budget totals $17,364,084.  Plan, Table A1, p. 8.  These budgets represent an increase of 49% for CL&P and 59% for UI from their 2003 Department of Public Utility Control (Department) approved budgets in Docket No. 03-11-01, DPUC Review of CL&P and UI Conservation and Load Management Plan for Year 2004, Decision dated February 4, 2004.  The percentage differences are attributable to new and modified activities for 2005.  New and modified 2005 activities include:

· Residential Retail Lighting and Residential Appliance Programs are now administered together under the Retail Products Program;

· Demand and energy savings with a continued focus on Southwestern Connecticut (SWCT);

· The Companies will work with the contractor/distributor community to explore ways to ease the transition to the SEER 13 central air conditioning 2006 Federal Standard;

· CL&P is consolidating their O&M RFP and new O&M Retro-Commissioning Pilot programs under O&M Services and Prime under the successful Custom Services Program;

· An alternative residential new construction pilot program that targets multi-family homes of four units or more;

· Connecticut has adopted the ASHRAE 90.1-2001 standard as the new Building Energy.  This change requires the Companies to reassess, realign and update the ECC/EB program offerings;

· The 2005 plan includes evaluating the 2004 Retro-Commissioning (RetroCx) pilot with the intention of offering a program in both service territories, dependent on the results of the evaluation;

· The Companies have allocated $125,000 to develop and deploy an ISO Price Response Pilot Program in 2005;

· The eligibility criteria for both the C&I RFP and the Small Business Energy Advantage programs have been modified;

· The realignment of the C&I offerings should provide a seamless view of the Companies’ programs to vendors and customers operating across the state.  The first step was to align the C&I programs into two categories.  These two programs are lost opportunity programs and retrofit programs.  The lost opportunity programs include those programs that seek to influence purchasing of new equipment or design of new buildings.  The retrofit programs seek to promote equipment replacements because of the benefits associated with replacing existing equipment with more efficient equipment.  The effort is continuing in 2005;

· Energy Efficiency Alternative Transitional Standard Offer (ATSO) providers seek C&LM funding to finance a portion of energy efficiency projects, therefore,  $250,000 has been allocated for such purposes.

Application, pages 4 - 6.

The 2005 Plan has been affected by the impact of State legislation.  This currently diverts $1 million a month from the C&LM budget to the State of Connecticut’s General Fund.  This diversion will continue through July 2005. The budgets include an overall one-third reduction in C&LM program funding for the next seven years.  Also affecting the 2005 Plan is the legislative “Cap” that constrained the C&LM expenditures through all of 2003 and most of 2004.  Due to this cap, unexpended program funds have been carried forward into the same programs for 2005 and are reflected in the Plan.

C.
Conduct of the Proceeding

Pursuant to a Notice of Hearing dated November 8, 2004, the Department held public hearings on this matter on December 9, and 22, 2004, in the offices of the Department, Ten Franklin Square, New Britain, Connecticut 06051.

The Department recognized the following as participants to this proceeding: The Connecticut Light and Power Company, P.O. Box 270, Hartford, Connecticut 06141‑0270; The United Illuminating Company, 157 Church Street, P.O. Box 1564, New Haven, CT  06506-0901; the Office of Consumer Counsel, Ten Franklin Square, New Britain, Connecticut 06051;  Connecticut Clean Energy Fund, 242, Whippoorwill Lane, Stratford, CT  06616; Environment Northeast, 15 High Street, Chester, CT  06412; and  ISO New England, Inc., 1 Sullivan Road, Holyoke, MA  01040-2841.

II.
DEPARTMENT ANALYSIS

A.
Introduction

The Department recognizes that the Companies have operated under extreme uncertainty during the past few years with regard to existing and future programs, budgets, retention of personnel, and in maintaining credibility with customers.  Despite these difficult circumstances, the Companies have continued to deliver high quality programs during 2004.  In this docket, the Companies have submitted extensive standard filing documents, consolidated or eliminated some programs, and proposed modest program modifications and enhancements.  

B. Revenue Recovery and Carryover

CL&P anticipates 2004 carryover funds of approximately $5.7 million and proposes to increase its 2005 Low Income (Energy Care & WRAP) program by $800,000, Municipal Energy & Schools by $2,000,000, Residential Retail Lighting by $900,000 and its Commercial & Industrial C&LM Programs by $2,000,000.  Late Filed Exhibit No. 5‑RV01. 

UI anticipates 2004 carryover funds of approximately $830,000.  UI also indicated that they may have an additional $405,000 available from unbudgeted collections. The carryover is the result of unexpended funds from the Appliance Retirement program.  Late Filed Exhibit No. 5; Tr. 12/9/04, pp. 22 and 23.  UI proposes to utilize its previously planned and budgeted program activities, including marketing and public relations, to assist in mitigating the impact of recent rate increases to the extent possible by modifying emphases and timing.  Late Filed Exhibit No. 5.

The Department will approve the use of carryover funds as proposed.  CL&P shall use $1 million of the funds proposed for C&I Conservation and Load Management Programs to supplement its Load Response Program.  UI shall use $200,000 of its unbudgeted collections for supplemental incentives in its Load Response Program.  The remaining funds should be used as the Company believes to be most beneficial.

C. Financial and Administrative Operations Audits

The Companies have provided for expenditure of $150,000 for the purpose of an audit which the Department required in Docket No. 03-11-01.  C&LM Plan, Table A1.  The Department has engaged Louie & Wong, Certified Public Accountants and Blue Consulting to perform the financial and operational audits, respectively.  The audits commenced in early February, 2005.  After completion of these independent audits, which the Department will monitor as they progress, the Department and the auditors will present the reports to the ECMB for its consideration.  The current timetable for completion is in late May, 2005.

D. Residential Programs 

1. Lighting Goals


The Companies state that lighting programs have historically operated on a per‑unit incentive strategy, such as a mail‑in rebate or point‑of‑purchase coupon.  Under these programs, energy savings were counted when the coupons were processed.  However, the approach for lighting programs has transitioned from coupons to a direct payment to a retailer or manufacturer (Buydown).  Tr. 12/22/04, pp. 366‑372.


Under a Buydown, instead of counting energy savings based on coupons, the Companies use sales data that is provided from the retail outlet to determine energy savings.  However, the Companies point out that sales data lags product sales, creating a timing mismatch regarding this information.  The Companies state that this mismatch impacts the calculation of their performance incentive.  For example, product sales and related energy savings that happen in say late 2004 may not be counted until 2005 when sales data are reported.  As a result, the Companies believe that they may be penalized by not being able to account for energy savings for product sales that occur in a current period.  As a result, the Companies request that they be allowed to calculate energy savings for lighting Buydowns at the time that the product is shipped to the retailer, based on 75% of total product shipped.  Id.


Under a Buydown, the retail price for lighting products is reduced and the need to process rebates or coupons is eliminated.  As a result, Buydowns have reduced administrative costs and removed barriers to participation, thereby increasing the effectiveness of these programs.  However, the elimination of coupons has resulted in a lag in accounting for energy savings.  This situation should be corrected.


The Department believes that the Companies should be allowed to account for energy savings on a current basis.  Therefore, the Companies will be allowed to apply savings at the time that lighting products for Buydown programs are shipped.  However, there is also a lag between product shipment, handling, stocking and the eventual sale of these products.  In addition, product that is shipped in November or December may not result in sales (i.e., savings) until the following year.  It is also likely that the sales data for product that is shipped early in the year will be provided to the Companies in time to count energy savings in the current period.  Therefore, applying savings based on 75% of total product at the time of shipment may overstate the savings at certain times of the year.


In the Decision dated May 28, 2003, DPUC Review of The Connecticut Light and Power Company’s and The United Illuminating Company’s Conservation and Load Management Programs and Budgets for Year 2003 and 2004, the Department expressed concern regarding the potential to game the performance incentive mechanism through the use of product give‑aways that occurred late in the year.  Decision, pp. 16‑18.  Under the proposal, the Companies could ship lighting product in December and count 75% of the energy savings from those products in the current period.  This appears unreasonable since it is unlikely that three‑quarters of the product that is shipped in December will have been sold by year‑end.  Therefore, the Department is concerned that the proposed accounting method would provide an opportunity to game the incentive mechanism.


Based on the foregoing, the Department accepts the Companies’ proposal for product that is shipped prior to November 30th, thereby allowing the Companies to claim 75% of the energy savings associated with lighting products that are shipped prior to this date with the remaining 25% of the savings being counted based on the sales data that is reported by retail outlets.  For all product shipped after November 30th, the Company must rely on the sales data that is provided from the retail outlet to count energy savings within the current period.  This requirement shall be effective beginning in 2005.

2. Solar Home Plan Book Revision


The 2005 C&LM Plan public comments indicated a request from a participant that the solar home plan book be revised, upgraded, and posted online.  The Companies responded that they are still consulting with the ECMB to determine whether upgrading the solar handbook would be cost-effective, and are discussing coordination of the book revision with the Clean Energy Fund.  2005 C&LM Plan, Attachment 1; Tr. 12/22/04, pp. 296-297.  The Department notes that there are many solar home plan books that are already currently available.  To the extent that there is value to developing another plan book, the Department believes it would be more appropriate for the Connecticut Clean Energy Fund to underwrite the expenses for such an undertaking.

3. Customer Initiated Program


The Customer Initiated Program is targeted to multi-family or aggregated residential market.  The Companies testified that there has been a sluggish response by competitive bidders to participate in the program.  A variety of explanations were suggested:  it’s a new program, municipal customers may not have the expertise to develop projects, and there is a difficulty aggregating residential customers’ purchases, which are typically done on an individual basis.  Tr. 12/9/04, pp. 11-115.


The discovery process suggested that a refinement of the RFP process or a different approach to targeting multifamily or aggregated residential units would be more effective.  One possibility would be a vendor-initiated program with more standardized appliance, lighting, and HVAC installations.  Id., pp. 116-118.  The Department will direct the Companies to consider improvements to the RFP process or develop an implementation plan for a vendor-based program that could make use of existing Company-vendor relationships.  It could be fashioned after CL&P’s Express Service program (or possibly, Custom Services program), and include appliance, lighting and HVAC treatments.

4. Renewable Energy Program


Pursuant to the Decision dated May 28, 2003, in Docket No. 03‑01‑01, DPUC Review of The Connecticut Light and Power Company’s and The United Illuminating Company’s Conservation and Load Management Programs and Budgets for Year 2003 and 2004, the Department approved an incentive payment of $500/kW for renewable energy projects that are installed on the customer side of the meter.  In addition, the Department allowed the Companies to pay an additional incentive of $100/kW for projects that are installed in SWCT.  The Decision imposed a restriction on these incentives stating "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."  Decision, p. 24.


The Companies indicate that the restriction imposed by the above noted Decision made it virtually impossible to offer C&LM funding to any viable renewable projects because these projects tend to already receive funding from the Clean Energy Fund (CEF).  UI states that it has not funded any renewable incentive from C&LM funds.  CL&P states that it submitted a letter to the Department on July 12, 2004, indicating that it had removed the CEF funding restriction and that it then began working on two renewable projects.  If the restriction had not been lifted, CL&P states that it would not have been able to participate in these projects.  Response to Interrogatory Nos. EL‑22 and EL‑23; Tr. 4/11/01, pp. 372‑376.


For 2005, the Companies intend to continue to offer an incentive for renewable energy projects, stating that the program will offer installation incentives and provide a forum for making potential renewable technology users aware of the opportunities associated with these technologies.  Renewable projects will be evaluated on a case‑by‑case basis and if deemed cost effective, may be eligible for an incentive.  The Companies have budgeted a total of $550,000 for this program.  Id.; C&LM Plan, p. 273.


At the time the Department approved the C&LM renewables rebate the CEF was not offering an incentive for the residential or commercial sectors.  Therefore, it was appropriate to offer an incentive through the C&LM fund.  However, the CEF now offers a renewables incentive of up to $5000/kW for the installation of photovoltaic (PV) systems for these market sectors.  This incentive is large enough to stimulate the market for this technology.  Therefore, it is unnecessary to provide additional incentives through the C&LM fund for PV systems at this time.  However, should the CEF discontinue its program, the Companies would be required to reinstate these incentives.


The Department believes that the C&LM fund should continue to support cost‑effective renewable technologies that do not receive funding from CEF.  In addition, the incentive for such projects should be captured within the budget of the program under which the project has been identified.  Therefore, the Companies are directed to continue to offer a renewables incentive of $600/kW in SWCT, and $500/kW for the remainder of the state, for renewable technologies that do not receive funding from the CEF.  As a result of this ruling, the Department will reallocate the $550,000 proposed budget for the renewables program to the budget for municipal programs.


As part of their ongoing C&LM activity, the Companies regularly identify construction projects in the planning and design phase.  Response to Interrogatory EL‑23.  Therefore, CL&P and UI are well positioned to provide information regarding these projects to the CEF as potential ‘leads’ for the installation of renewable energy measures.  In addition, it is likely that there are construction projects that CL&P and UI are unaware of that are participating in the CEF incentive program and that can be targeted for C&LM initiatives.  As such, CEF and the Companies can complement each other’s mission, providing information that can lead to the installation of renewable technologies and energy efficiency measures.  Therefore, the Department directs the Companies to work with the CEF to accomplish this goal.  The Companies had proposed to offer rebates through the renewables program to drive new construction projects to the CEF.  The Department believes that it is more cost effective to simply share information regarding opportunities for new construction than to pay incentives.

5. Controlled Water Heaters


Order No. 24 in the Decision dated February 4, 2004, in Docket No. 03‑11‑01 directed the Companies to file a report regarding the feasibility of establishing a program to control electric water heater.  Decision, p. 27.  The Companies submitted a report in the 2005 C&LM Plan.  C&LM Plan, Order Responses, pp. 6‑8


UI has approximately 46,000 customers that heat their domestic water electrically.  Of this total, about 24,000 are equipped with a control device that limits the on‑peak consumption from these heaters.
  As a result, UI is able to shed 12 MWs of peak load daily from these units.
  These customers are served under UI’s Rate A, a time‑of‑use rate, which offers an incentive for customers to reduce the on‑peak consumption of electricity.  For all UI water heater rental customers served under Rate A, the Company utilizes a tank and meter‑based time clock that is owned by UI.  UI state that the combination of the timer being integral to the meter and the fact that customers reduce their electric costs under the time‑of‑use rate, has minimized customer tampering with the control devices.  Tr. 12/22/04, pp. 399‑410; Late Filed Exhibit No. 13; C&LM Plan, Order Responses, p. 8.

UI offers a water heater rental program under which the customer pays an upfront cost of $350 for the installation of the rental heater and a monthly rental charge.  UI’s rental program is a regulated activity.  UI states that it has offered time‑of‑use pricing and its heater rental program for over 43 years and believes that it would be beneficial to allow it to promote its water heater rental program in order to serve additional customers under Rate A, thereby controlling additional peak water heating load.  UI requests that the Department allow the Company to budget $400,000 from the C&LM fund to increase awareness about Rate A, and to offer an incentive to offset the customer‑funded installation cost of each rental water heater.  UI also states that it has not promoted its water heater rental program since deregulation was enacted in 1998.  Despite this, UI has maintained a large and consistent customer base under this program.  Id.

UI has offered its water heater rental program and a way for customers to control their water heating costs for over four decades.  Although UI has not marketed the program for some time, the Company has maintained a large customer base under it.  As a result, customers appear to value this program.

At present, based on UI’s estimated coincidence factor, UI controls about 12 MW of residential on‑peak water heater load daily.  Half of this load is from heaters that are leased to customers under UI’s water heater rental program.  UI earns a return on Rate A sales and on its water heater rental program, which are regulated, cost‑based activities.  There is no subsidy required to support the rate, the installation of the heaters or the equipment required for controlling this load.

The use of a storage‑type water heater, combined with a financial incentive to heat domestic water during off‑peak hours, provides thousands of UI’s customers with an opportunity and incentive to reduce their electric costs by shifting consumption to off‑peak periods.  This program appears to be working well and demonstrates how rates can be used to achieve load management through a structure that provides benefits to the regulated utility and to customers, without the need for ratepayer subsidy.  It also provides an opportunity to increase customer awareness about energy efficiency among a segment of UI’s customer base that is predisposed to controlling energy costs, i.e., Rate A customers.  As such, although Rate A and the water heater rental program are not CL&M programs, the Department believes that these types of initiative are the most cost beneficial means of promoting conservation and load management and that more such offerings should be pursued.
UI has operated its water heater rental program for over 40 years.  Based on the foregoing, the Department believes that UI should be allowed to aggressively promote its water heater rental program and the benefits of Rate A to capture additional on‑peak load reduction.  However, the Department will not authorize the use of C&LM funds to subsidize this effort.  Therefore, UI’s proposal to allocate C&LM funds to promote Rate A and the water heater rental program is denied.


CL&P has in excess of 140,000 customers that heat their domestic water electrically.  In the past, CL&P controlled the on‑peak consumption of about 44,000 of these heaters and offered an incentive through its residential rates for customers to participate in this program.
  However, CL&P no longer controls water heater load and has discontinued the financial incentive that was previously offered to its customers through rates.  CL&P cites past problems related to water heater control devices for the discontinuation of this program.  C&LM Plan, Order Responses, p. 8; Refer to the Decision dated February 5, 1999, in Docket No. 98‑01‑02, DPUC Review of The Connecticut Light and Power Company’s Rates and Charges – Phase II, pp. 114‑116.


In addition, CL&P once offered a water heater rental program but discontinued the program in the 1980’s.  Refer to the Decision dated December 8, 1983, in Docket No. 83‑07‑15, Application of The Connecticut Light and Power Company To Increase Its Rates and Revenues, pp. 50‑52.  CL&P states that it does not wish to operate a water heater rental program, and, based on its projected coincidence factor of between .1 and .2 kW per heater, states that it would not be cost effective to control residential water heater load.  Late Filed Exhibit No. 13.

Based on the total population of residential water heaters in CL&P’s service territory, it appears that there is significant peak residential water heater load that is available to be controlled in Connecticut.  For instance, based on the 44,000 heaters that CL&P once controlled, and a coincidence factor of .5 kW, at one time CL&P may have controlled up to 22 MWs of peak load, capacity which is valuable in today’s market.  Over time, CL&P lost the ability to control this load.  CL&P discontinued the controlled water heater program and the rate discount for these heaters for a variety of reasons, including issues associated with metering and the control mechanisms needed for these heaters.  Decision, Docket No. 98‑01‑02, pp. 114‑116.  However, although technological advances in metering and control technology offer an opportunity to revisit this type of program CL&P does not support the implementation of a C&LM program for it.


The Department believes that there is an opportunity to control on‑peak residential water heater load in CL&P’s service territory and that time‑of‑use rates may provide the means to recapture this load.  Therefore, CL&P is directed to submit information regarding the number of customers that heat domestic water electrically and a breakdown of the size of the heaters (if available) in their service territory.  The Department is particularly interested in the number of storage water heaters that are in use.  In addition, CL&P should discuss the metering technologies that are compatible with its AMR metering system to allow for the control of water heater load, should customers request such service in the future.


In addition, the ECMB shall determine the basis for the disparate coincidence factors for water heaters that have been submitted by the Companies (.5  kW per unit reported by UI vs. .1 to .2 kW per unit reported by CL&P), and whether UI’s current program, or a future/expanded initiative, would qualify for locational installed capacity payments (LICAP).

6.
Appliance Retirement – Room Air Conditioners


The Companies state that the objective of the joint Appliance Retirement Program is to remove older, secondary refrigerators and freezers from customers’ homes while preventing these appliances from entering the secondary (used appliance) market, and to incent customers to replace older room air conditioners with Energy Star© units.  C&LM Plan, pp. 47 and 48.


The Companies testified that the market share for Energy Star© room air conditioners in Connecticut is 54%.  As a result of this high market share, the Companies believe that offering a rebate for customers to purchase new Energy Star© air conditioners would result in very high free‑ridership.  Therefore, the Companies believe that it is inappropriate to continue to offer rebates for air conditioners and that the focus for these appliances should transition to a more marketing‑based initiative, one that is designed to increase awareness of the benefits of Energy Star© products.  Tr. 12/9/04, pp. 56‑64.  The Companies, therefore, propose no incentives for the purchase of air conditioners in their Energy Star© Appliance Program.  However, the Companies do propose to provide customers who turn-in an older, working air conditioner with a $35 rebate coupon that can be applied toward the purchase of an Energy Star© unit.  Id.


The Companies also note that their experience with turn‑in activities that were held in New Haven and Southington in 2004 demonstrate that these events are highly successful when a cooperative promotional agreement is signed with a retailer.  Under this approach, the retailer agrees to support the program with co-op advertising, product specialists and matching retail and/or manufacturer rebates.  In addition to recovering older air conditioners, events that included significant cooperative support led to demonstrably higher sales of new Energy Star© units.  Id.


The proposed 2005 turn-in program would provide one rebate per air conditioner and the rebate could only be applied toward the purchase of a new Energy Star© unit.  The rebates would be coded to assure that sales could be tracked, and therefore tied to the turn‑in event.  Id.


In response to the Draft Decision, UI suggests that the Department consider offering either a $25 cash payment or a $35 rebate toward the purchase of an Energy Star© unit as the incentive for turning in an older working air conditioner.  UI believes that this incentive structure will provide customers with a choice regarding this initiative, will satisfy the Department’s desire to offer cash incentives and will ensure retail and manufacturer support for the program.  UI Written Exceptions, p. 4.


In the 2004 C&LM Plan the Companies proposed an air conditioner turn‑in program that was essentially the same as the one proposed for 2005; specifically, the Companies would have provided a rebate toward the purchase of an Energy Star© unit as the incentive for turning in an older, working air conditioner.  Under the 2004 plan, the Companies established a goal of 1,150 air conditioners, 700 for CL&P and 450 for UI.  2004 C&LM Plan, p. 50.  The Department, however, directed the Companies to modify the air conditioner turn‑in program, replacing the rebate‑based incentive which was tied to the purchase of a new Energy Star© air conditioner with a direct cash payment of $25 for each working air conditioner that was turned in.  Decision dated February 4, 2004, in Docket No. 03‑11‑01, p. 14.  Under the program approved by the Department there was no requirement to purchase a new air conditioner but customers could also receive an additional incentive, in the form of a $25 rebate coupon, to purchase a new air Energy Star© air conditioner.  These rebate coupons were available as part of the 2004 Retail Appliance Program.  The Department stated:

the Department believes that these events should target removal of old appliances without promoting the purchase of a new unit, albeit an Energy Star model.  Therefore, the Department will modify the incentive for turning in a room air conditioner (under the turn‑in event) to include a bounty of $25.  The customer is free to use the bounty as they see fit.  This approach may provide an incentive for retailers to combine forces with the Companies and allow the use of their parking lot for such an event based on the traffic that will be generated from it.  Decision. p. 12.


Under the modified 2004 turn‑in program, the Companies recovered 4,756 air conditioners (2,583 for CL&P and 2,173 for UI).  Compliance Filing dated August 30, 2004, for Order No. 15 in Decision dated February 4, 2004, in Docket No. 03‑11‑01.  This is 400% greater than the goal for air conditioners that was set under the program as originally proposed in the 2004 C&LM Plan.  2004 C&LM Plan, p. 50.  In addition, some retailers recognized the sales potential that could be achieved from the traffic that such an event would generate and ‘stepped to the plate’ with additional financial support.  As noted by the Companies, this cooperative support led to significantly higher sales of Energy Star© air conditioners at the retail outlet where these events were held.


The Companies seek to eliminate the direct payment incentive for a number of reasons, among them the anecdotal evidence that stored, unused units were turned in during these events.  An air conditioner may be in storage because the customer has replaced it with another room unit or has installed central air conditioning.  It appears that the Companies assume that little or no energy savings are achieved when a stored unit is redeemed.  The Department believes that energy savings for such units can be claimed since a working, stored unit can be sold through the secondary market and reappear on the electric system.  In these situations, the payment of a cash bounty removed this potential.


Based on the success of the 2004 program, and high market share for this product, the Department does not believe that a turn‑in strategy that limits the incentive for turning in an older air conditioner exclusively to the purchase of new air conditioners is appropriate.  The evidence shows that many customers who redeemed an older unit replaced it with an Energy Star© model when retailers partnered with the Companies.  Therefore, the bounty stimulated customers and retailers to action.  Customer response to this program may have been based on the payment of a cash incentive while retail support may have resulted from the rebate coupon that was offered in 2004.  Based on the foregoing, the Department concludes that offering a direct cash incentive has value and should continue.  In addition, the Department finds that it is beneficial to have cooperative retail support that leads to the sale of Energy Star© units and that this support is best generated by offering a rebate as an incentive for turning in an older air conditioner.  Therefore, UI’s proposal to offer customers a choice of incentives is a sound strategy for this program in 2005.


Based on the foregoing, the Department directs the Companies to continue to conduct air conditioner turn‑in events and to offer a cash payment of $25 per qualifying unit or a $35 rebate coupon that can be redeemed toward the purchase of an Energy Star© unit.  The Department notes that there will be no rebates available for room air conditioners except those offered under this program.

The Department is aware that in 2004 that high traffic at some turn‑in events may have precluded the Companies from verifying that each unit was in working order.  However, this aspect of the program is critical to assuring that savings are being achieved from the units that are collected.  Therefore, the Companies should work to assure that payments are being made for working units only.

The most successful events included significant retail participation.  Therefore, to reduce the cost of these events, the Company should only conduct air conditioner turn‑ins at locations where cooperative support is provided.  In addition, the Companies have discussed the value that energy fairs can offer in educating customer about energy efficiency.  Tr. 12/9/04, p. 36.  The Department believes that it is appropriate to conduct combined energy fair/turn‑in events to generate media attention that will result in significant retail traffic.  Therefore, the Companies should conduct fewer, but more comprehensive events in 2005 which include lighting products and information on Energy Star© appliances.


The Companies have proposed a goal of 4,643 air conditioners for the turn‑in program (CL&P 2,143 and UI 2,500).  The goal is based on the Companies proposal to offer rebates as the incentive to turn‑in air conditioners.  C&LM Plan, p. 48.  The Department believes that the proposed use of rebate coupons as the only incentive would have limited participation in these events.  Therefore, more customers are likely to participate under the program that is being approved herein.  Based on the Department’s requirement to modify the incentive, the proposed goals are under stated.  The Companies are directed to work with the ECMB consultant to develop revised goals, which should reflect the number of events that will be conducted and the Company’s 2004 experience with events that included strong retailer participation.

7.
EESmarts


The Companies state that during 2004 they achieved their short‑term objective of completing the Grade 6‑8 curriculum.  As a result, the 2005 objectives will be a continued emphasis on placing curriculum in schools (through Grade 8) and a strong emphasis on post‑placement support and follow‑up.  The Companies go on to state that they are keenly aware that placing curriculum in schools is of little value if it is taught only once or not at all.  Therefore, deliberate involvement with the teachers who have the curriculum may be a prominent feature of the 2005 program.  The Companies also note that they have begun to focus on the apparent lack of use of the curriculum.  As a result of these efforts, the Companies received 250 EESmart evaluations in the six‑week period ending December 22, 2004.  Tr. 12/22/04, p. 394; C&LM Plan, p. 187.


The Companies have established the following goals for 2005:

· 1,400 curriculum units placed;

· Minimum of four CEU workshops;

· 1,000 pre/post test and teacher evaluations.


The Companies indicate that they have completed the curriculum for Grades K‑8.  The original plan was to develop a K‑12 program.  However, the Companies state that the 2003 legislative funding reallocation requires a change in the original strategy of this program.  After consultation with the ECMB consultants, the Companies propose to abandon the development of the curriculum for Grades 9‑12 and will instead work with the ISE to develop teacher workshops and educational tools for the high school grades.  C&LM Plan, p. 190.


The following tables show the penetration rate for distribution of the EESmarts curriculum by Company.  As the tables show, UI has twice the penetration of CL&P.
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In the Decision in Docket No. 03‑11‑01PH1 the Department expressed its concern regarding the lack of use of the EESmarts curriculum in schools, and required that the Companies increase their efforts to have this material taught once it is placed in the classroom.  The Department required that the EESmarts program include a performance metric regarding use of the curriculum.  Decision, p. 16.


The Companies appear to be taking steps to increase the use of this material, and, as directed, have included a pre/post testing metric as a tool for measuring the performance of the program.  The Department will continue to monitor this program to assure that the curriculum is being taught.  In addition, the Department will require that the SFR for the EESmarts program include a table to demonstrate the penetration rate over the last three years well as a brief discussion concerning use of this material.


Regarding the proposal to have ISE develop the curriculum for high school students, the Department finds this to be reasonable and an appropriate use of ISE resources.


The Department notes the somewhat difficult task that is faced by the Companies in stimulating interest (i.e., actual use) in this program to date.  This may be due in part to the fact that today’s educators are faced with a number of challenges including the requirement to cover a broad curriculum.  This places tremendous pressure on available classroom time and may be a root cause for the apparent lack of use of the curriculum.  The Department also notes the marketing strategy for the program which relies on non classroom‑related items such as direct mail advertising, participation at home shows, conferences and events at the SmartLiving Center.  C&LM Plan p. 189.


While these all have merit, the Department believes that the Companies should conduct an effort to bring the program directly to the classroom with the hope of stimulating interest among the teaching community.  The Department will continue to monitor this program.

E. Commercial and Industrial Programs

1. Energy Conscious Construction/Energy Blueprint

CL&P Energy Conscious Construction (ECC) and UI Energy Blueprint (EB) are highly successful programs that capture lost opportunities in new construction, create long-term kW and kWh benefits, and raise the professional standards of building design and construction in Connecticut. The B/C ratios of ECC and EB are 5.1 and 7.4, respectively, which are among the highest of the C&I programs.  2005 Plan, Table B.


Connecticut has adopted the ASHRAE 90.1-2001 standard as the new building code (Revised Code) for the State, which requires significantly higher energy efficiency standards than the previous code.  However, maintaining cost-effectiveness of the ECC and EB programs to the new standards creates three major challenges.  First, the Companies will need to evaluate the effects of the Revised Code’s more efficient baseline on program savings, incentive levels, and cost-effectiveness.  The Companies have made an initial evaluation, but additional empirical work and further calculations are required.  Second, the Revised Code will require additional education and training for architects, engineers, builders, and building inspectors.  Since the Revised Code includes little or no resources for training the building professions, the Companies have built into their budgets additional moneys for training and education.  Third, the Companies will be looking toward incorporating next-generation building design and emerging technologies in equipment to effect additional energy efficiency in new construction.  2005 Plan, pp. 5, 94-95; Tr., pp. 176-189. 


UI has requested a budget of $3.7 million for 2005.  This budget request exceeds the $2.8 million in expenditures in 2000, the highest amount spent on this program.  CL&P’s proposed $7.45 million budget for 2005, an increase from $6.25 million in 2004, is in the range of the 2000-2002 budgets allocated to its program.  The Department notes that of CL&P’s requested $1.2 million increase, only $500,000 is in additional incentives.  CL&P allocated 78% of its 2005 budget for incentives, a decrease from the 84% to 89% range in recent budget years.  2005, p. 97.  


The Department notes that within the ECC budget, CL&P’s “Outside Services” budget has increased from $330,000 in 2004 to $590,000 in 2005.  “Outside Services” includes “technical assistance, analysis, quality control, and inspections, additional engineering and design expertise” needed to address building code changes with the design community.  As part of this budget, CL&P has also allocated $200,000 toward the “promotion and marketing of advanced building design.”  C&LM 2005 Plan, p. 97.  With regard to the last budget item, CL&P testified that a portion will fund coordination of building design of the Connecticut Science and Exploration Center in Hartford.  Another portion would be used to promote greater awareness of the code changes among the design community.  Tr. 12/9/04, pp. 204‑207.  The Department notes that this latter cost item is very similar to marketing activities, but is not itemized under the marketing budget.  The Department will direct CL&P to itemize quarterly each of the costs comprising “Outside Services” in the ECC program.


CL&P has budgeted $60,000 for marketing costs.  UI’s 2005 marketing costs are budgeted at $125,000, a tenfold increase from marketing expenditures in 2003 and significantly higher than $86,000 marketing expenses it budgeted for 2004.  The Department notes that each of UI’s budget line items exceeds that of CL&P’s.  Response to Interrogatory No. EL-54.  Whereas CL&P has budgeted 0.8% of its 2005 ECC program costs to marketing costs, UI has budgeted 4.4% of its program costs to fund marketing efforts.  


The Department has strongly supported the Companies’ budget requests by fully funding the ECC/EB programs and supports the Companies’ requests for budget increases in 2005.  Energy efficient construction in new buildings is an important, proactive and cost-effective program.  However, the Department seeks to ensure that every budget dollar is necessary toward achieving the goal of more energy efficient new construction.  Therefore, the Companies are directed to submit an itemization of their marketing expenses and copies of their marketing materials.  Given the new standards in the Revised Code, the Department will direct the Companies to report on the effect of the Revised Code on new incentives and the cost-effectiveness of the ECC/EB programs.


The Companies shall undertake all efforts to pool and leverage their marketing efforts:  brochure revisions, selected advertisements, public relations, professional meetings, luncheons, conferences, etc.  The Companies shall submit a copy of all promotional materials to the Department upon completion.  The Companies shall make every effort to coordinate their outreach and promotional efforts on the new building codes with ISE, architectural, building and engineering professional societies and other entities that educate and assist local governments.

2. CL&P Operation and Maintenance RFP and O&M Services Programs

CL&P’s O&M RFP program, which was initiated in 2002, is currently in the implementation phase.  Two vendors are in the process of meeting with customers to implement O&M measures.  Tr. 12/22/04, pp. 223-228.  CL&P has reported B/C ratios below 1.0 in the starting phase of the program, and the B/C ratio is projected to be 0.85 during the implementation phase in 2005.  The Department notes that the O&M Services program, in which participants contract directly with CL&P, has a B/C ratio of 2.92. 2004 C&LM Plan, pp. 135 and 141.

While an effort to stimulate third party development and delivery of O&M efficiency services is a laudable goal, CL&P’s O&M RFP program is less cost effective than program delivery by the Company.  CL&P indicated that it will consider termination of the program after the expiration of the contracts.  The Department will direct CL&P not to conduct future RFP bids to prospective competitive O&M providers.  The Company will oversee its existing RFP contracts and report B/C ratios and other results until the expiration of the contracts.  CL&P shall terminate the O&M RFP program on a going-forward basis and will deliver O&M efficiency services to new participants via its O&M Services program.

3. Southwest Connecticut Activities


C&LM programs in Southwest Connecticut (SWCT) target activities in 53 towns, of which 16 are priority towns in the Norwalk-Stamford sub area.  Although the Companies receive about 18% of their C&LM revenues from SWCT, they allocate approximately 31% of their program budget to this region of Connecticut.


For residential programs, the Companies have focused their Appliance Retirement, Retail Lighting and Energy Star© appliance programs in SWCT.  The Community Based programs continue to focus on the towns of Shelton, Ansonia and Derby (UI) and Norwalk (CL&P).


For C&I programs, the Small Business Energy Advantage (SBEA) program has a strong marketing focus in SWCT.  The CL&P C&I RFP program has bid rounds specifically conducted for SWCT and UI’s C&I RFP program awards bidders additional points for projects in priority towns.  EB/ECC programs offer additional peak demand incentives in priority towns.  A joint Retro-Commissioning Pilot program focused on improving O&M efficiency is underway for several large commercial buildings in SWCT and the CL&P O&M Services program has higher incentives for businesses in SWCT.  C&LM 2005 Plan, p. 292; Response to Interrogatory EL-43.


The Companies have projected 2005 peak MW demand reduction from all C&LM projects, which exclude the ISO-NE Gap RFP.  These data include MW reductions from non-ISO-NE demand reduction programs as follows:
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In spring 2004, ISO-NE awarded approximately 125 MW of additional capacity in SWCT beginning June 1, 2004 and up to 255 MW by the summer of 2007 from demand response resources, including both emergency generation and reductions in electricity use, and from conservation resources.  


The Department will approve the goals for SWCT as proposed for 2005.  The Department notes that this is less than the goal of 50 MWs in 2002.  The Department believes that the ECMB should examine peak demand growth in SWCT and set goals to minimize if not eliminate growth over the next few years until Phase 1 of the transmission upgrades are completed.  This will mean increasing the goals in 2006.  The ECMB must remain flexible and consider all options to meet these goals.  Conservation and load response can provide valuable resources to meet the needs during this challenging period.  Equity in the allocation of C&LM revenues/expenditures among customer classes was an important consideration during times of excess capacity but due to current restraints we must look even harder to maximize savings.  By increasing savings to help improve reliability and reduce capacity and energy costs, the CL&M programs may provide greater benefits to customers than simply looking at parity in the distribution of revenues among customer classes.

To simplify the discovery process in future filings, the Department will direct the Companies to submit historical and projected MW and MWh impact of conservation and load management and ISO-NE and non-ISO-NE load response programs as part of the standard filing requirement.  The Department will also order the Companies to provide forecasted peak demand and energy use for SWCT and the rest of Connecticut and impact on growth due to the conservation programs.

4. Load Response Programs


The Companies indicated the following MW enrollment in ISO-NE load response programs (excluding ISO-NE Gap RFP):
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The data show that there was a reduction in participation in the demand response program as the result of migration to the ISO‑NE Gap RFP.  The reduction in participation is less dramatic for CL&P because it retains customers in the non‑SWCT area.


CL&P’s 2005 goal for demand and price response, excluding the pilot program discussed below, is 10 MWs.  The demand response enrollments will be achieved primarily among non‑SWCT customers.  C&LM 2005 Plan, p. 257; Tr. 12/9/04, p. 166.  UI did not report a MW goal in the 2005 Plan and did not have a specific goal for the price response pilot program.  UI currently has 0.5 MW enrolled in the demand response program and 2.8 MW enrolled in the price response program.  Tr. 12/9/04, p. 168.


The ECMB passed a resolution against the use of C&LM funds for load response.  The lack of support can be seen in the proposed program budgets and goals that have declined dramatically over the past two years.  CL&P and UI’s ISO‑NE Load Response Program Support proposed budgets are $475,000 and $163,119, for 2005, respectively.  This is down from over $3 million in 2002.

The Department is very concerned with the lack of support by the ECMB in the area of load response.  While the ISO‑NE’s RFP for load response will help maintain reliability in SWCT, more can be done to improve reliability and reduce costs to customers.  The Department believes that the use of C&LM funds for load response programs is fully consistent with the objectives of the fund which, among others, is to reduce the need for new generation facilities.  According to the Companies’ cost benefit analysis the ISO Load Response program is by far the most cost beneficial way to reduce peak demands.  Table B indicates that a 1 KW demand reduction in the ISO Demand Response program costs $40/kW compared to a cost of over $1000/kW for most other programs.  Load response is different from other C&LM programs since it relies on actions by participating customers to reduce their load.  However, such savings should not be discounted altogether; each program has a level of reliability that should be considered in the cost/benefit analysis.  The ECMB must view these programs as a multi‑year effort similar to other C&LM programs and plan and evaluate them accordingly.

ISO‑NE currently has a proposal for LICAP before Federal Energy Regulatory Commission which could dramatically increase the cost of energy to Connecticut residents.  At this time although the exact costs are uncertain, it appears that these costs will be imposed as early as January, 1, 2006.  Load response is likely the best method to significantly reduce demands and lower the cost of LICAP because it can be deployed quickly and cost effectively.  Although there is some uncertainty about LICAP, the Department believes that we should begin to add load response resources today.  The goal should be to retain customers on the program for several years and add additional customers annually.  The Department will require the Company’s to offer incentives up to the levels approve in past years.  

Load response could become more economic for customers if they qualify for LICAP payments next year.  This would reduce the need for C&LM incentives but there could be even more potential to assist customers and encourage them to participate in the programs.  The ECMB should learn more about LICAP so they can respond with appropriate program offerings for 2006.  The Department believes that an appropriate goal for load response programs several years out should be in the range of 100 to 200 MWs, which is much higher than the current goals.  The Department intends to move forward with Docket No. 04‑05‑06, DPUC Review of Rate Design for Electric Distribution Companies, in the upcoming months.  One aspect of that proceeding will be to examine load response as well as interruptible and time‑of‑use rates.  The Department would encourage the ECMB to participate in that proceeding to help us respond to this challenging situation.

The Companies state that the Connecticut DEP is considering modifying the provision of the current emergency engine permit for customers with emergency generators to allow them to operate when called upon by the ISO‑NE during periods of reduced voltage.  2005 Plan, p. 244.  The Companies go on to state that if this change occurs, that a reduction in incentive levels to allow for participation would be appropriate.  This change could make a large pool of existing emergency generators eligible for load response programs.  Incentives should not be reduced.  The Department will order the Companies to provide an update on the status of the DEP changes within 30 days of completion.  Once a change has been made the Companies shall encourage participation in the load response programs by providing incentives at the same levels as other program participants.  The Company’s should make special efforts to reach these customers.

The Department believes that the Companies can be more effective in offering load controls and load response incentives as part of a "package" of energy efficiency incentives to C&I customers.  Every opportunity to service customers with energy efficiency incentives should also be an opportunity to educate customers about load control and load response options.  Although C&I customers are generally aware of conservation programs, the Department believes that these customers are much less familiar with load control and load response opportunities.  The Department looks to the ECMB and the Companies to work together to identify ways in which load control and load response options can be promoted along with energy efficiency incentives for C&I customers.    


The Department will approve CL&P’s proposed budget plus $1 million from CL&P’s unspent 2004 funds for this program. While the Department will not adjust CL&P’s goal at this time, we expect CL&P to surpass its proposed goals by a significant margin given the added program funding for supplemental incentives. The Department will approve UI’s program budget as proposed plus an additional $200,000. UI’s goal will be set at 2 MW. The Companies and the ECMB shall consider the issue of ISO-NE program support and performance when 2006 budgets and programs are developed and set goals for significantly higher participation in the years ahead.

5. ISO-NE Price Response Supplemental Payment Pilot Program

On November 19, 2004, the ECMB approved $125,000 ($75,000 to CL&P customers; $50,000 to UI customers) for the ISO-NE Critical Peak Pricing proposal, which would award price response participants an additional incentive of $0.50 per kWh for each event in which the LMP exceeds $0.25/kWh.  Late File Exhibit No. 8.  ISO-NE indicated that the real-time LMP in the Connecticut zone exceeded $250 on three occasions during 2003 and two times during 2004.  ISO-NE estimates that the supplemental payments could result in a savings to load (through reduction of real-time LMP) ranging from $110,000 to $1,250,000.  Response to Interrogatory EL-52.  

The Department supports the ISO-NE Critical Peak Pricing proposal as a means to direct a modest amount of money to target incentive payments to affect LMP during those few price spike events in which the supply curve approaches the vertical range.  As a part of the proposal ISO-NE and the Companies agreed that there should be a special notification feature for customers for the $250 price spike events.  The notification would be initiated by the ICBS providers.  The Companies indicated that they receive notification of all price events and intend to follow up with customers to ensure that participants are being fully informed of high price events.  The Department will direct the Companies to ensure that all customers receiving C&LM incentives from the Critical Peak Pricing program receive special notification of $250 price spike events.

The Companies indicated that they did not have MW goals for this new pilot program.  Tr. 12/9/04, pp. 166-167.  In the 2006 annual filing, the Companies shall include a description of the results of the Critical Peak Pricing project, including but not limited to:  number of price spike events (date, number of hours); and for each event, kWh participant response, estimated effect on LMP, and estimated savings to load.

6. CL&P Municipal Program

In 2004 CL&P municipalities received incentives for up to 75% of the installed cost of the retrofit, which could be combined with a financing incentive.  CL&P reported that it received a robust response to the 75% incentive.  By November 15, 2004, the Company received $6.2 million in contracts, exceeding its budget of $4 million.   In a letter to the Department, dated December 28, 2004, CL&P requested to fund projects at the 75% incentive level, together with the interest-free financing incentive, until January 31, 2005.  This will assist participating municipalities in reducing the impact of the recent rate increase.  CL&P will fund additional projects from a portion of the Company’s 2004 budget carryover in 2005.  CL&P proposes to reduce the incentive to 50% for the remaining projects in 2005.  The Department approves CL&P’s proposals at the 50% incentive level for projects after January 31, 2005.  The Department believes that when municipalities participate in C&LM programs, all ratepayers benefit through lower taxes.  The Department will allow CL&P flexibility to increase the incentive rate back to 75% if municipal participation is low at the 50% incentive rate.  The Department notes that we have reallocated $550,000 from the Renewable Energy program to the budget for Municipal projects.

7. Conservation and Load Management Financing Programs

As required in Docket No. 03-11-01, Phase 1, the Companies reported their loan default on the C&LM Financing program.  UI testified that its default rate has been very modest for the Small Business Energy Advantage (SBEA) program.  From 2000 to 2003, there were six loan defaults out of 1102 projects, for a total loan default of $30,000.  In 2004, UI reported no loan defaults for the SBEA program.  CL&P reported defaults totaling $51,037 since 2000.  As of the filing of the 2005 C&LM Plan, $216,452 in outstanding loans was over 90 days past due and subject to default.  CL&P testified that this amount had been reduced to approximately $130,000 as of year end 2004.  CL&P indicated that it had tightened its standards for new loan qualifications.  2005 C&LM Plan, Order Response, pp. 5-6; Tr. 12/9/05, pp. 234-238.

In addition to the ongoing requirements of Order No. 23 in Docket No. 03-11-01, Phase 1, The Department will direct the Companies to report, as part of their annual filings on loan defaults, the following information:  total dollars loaned in the current year, total dollars in arrears, and total amount written off as bad debt.  All relevant data should be reported for a three-year period.

8. CL&P Information Technology Initiative


CL&P has requested a significant increase to its information technology (IT) budget for 2005.  A three year comparison of IT budgets is as follows:
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UI’s IT costs have remained at approximately 2.1% of its total C&LM budget for 2004 and 2005.  2005 C&LM Plan, Table A.  


CL&P testified that its request for a significantly larger IT budget would fund infrastructure enhancements to streamline data collection, management, and coordination efforts.  The Company also noted that its IT budget was reduced significantly during 2003.  The enhancements will also make it easier, and presumably less labor intensive, to comply with Department and other external requests for information as well as complying with the requirements of Order Nos. 5, 6, and 9 in Docket No. 03-11-01, Phase 2.  2005 C&LM Plan, p. 303; Tr., 12/9/04, p. 320.


The Department will support CL&P’s proposed IT budget increase for this fiscal year and expects that the Company will experience efficiencies as a result these enhancements.  The Department will require by June 1, 2005, a mid-year progress report to be submitted to the Department.  The Department recommends that these results be presented to the ECMB.  The report should include but not be limited to:  an itemized budget and description of all enhancement tasks; a description of the effects of the enhancements on data management and compliance with Orders 5, 6, and 9; and a description of all cost allocations between the C&LM fund and Northeast Utilities Service Company (NUSCO) and CL&P, if applicable.  The Company shall also report these results in an order compliance with the 2006 filing.

9. Alternative Transitional Standard Offer Incentive


The 2005 C&LM Plan sets aside $250,000 to offset a portion of the total project cost for an Alternative Transitional Standard Offer energy efficiency program.  Pursuant to Public Act 03-135, An Act Concerning Revisions to the Electric Restructuring Legislation and the Department directives in Docket No. 03-07-16, Investigation of Alternative Transitional Standard Offer Services for United Illuminating and CL&P Customers, the Department will consider the recommendations of the Energy Efficiency Working Group regarding the development of an energy efficiency alternative transitional standard offer program.  


The Department approves the set-aside of these funds at this time.  The Department will consider the disposition of these funds and the incentive returns thereto at such time that it finalizes the offerings of an energy efficiency alternative transitional standard offer program.

10.   Third Party Program Evaluations


In Docket No. 03-11-01, Phase 2, the Department recommended that the ECMB develop a process that assures independence from the Companies in the selection and content of third party program evaluations.  The Companies testified that the ECMB was in the final stages of developing a protocol for ECMB participation in the selection of evaluations.  Tr. 12/22/-04, pp. 308-310.  The Department will direct the Companies to submit a finalized version of the selection process.

F.
Other

1. General Awareness Campaign


The Companies indicate that they have begun to ramp up their 2005 conservation initiatives to help customers achieve energy savings in order to mitigate the impact of recent increases to the cost of providing electric service.  As part of this effort, the Companies proposed a general energy awareness campaign that would run during the first half of 2005 and state that they have begun planning for this campaign.  Response to Interrogatory No. 31; Tr. 12/9/04, pp. 31‑56.


The Companies state that this effort would involve a very simple message and would direct customers to a central web site for more information.  In addition, the promotional strategies would include radio, print, and public relations events with the media.  These activities should coincide with the rate increase because there is an opportunity to take advantage of the media attention surrounding recent increases in the cost of electricity, and energy in general.  The Companies go on to state that they would like to use members of the ECMB as well as Department Commissioners as spokespersons for this initiative.  The estimated the cost for this campaign is $500,000.  Tr. 12/22/04, pp. 285‑290.


In a letter dated January 5, 2005, the OCC requested that the Department reallocate $500,000 from the C&LM Fund marketing budget to the OCC for use in implementing a general awareness campaign.  The OCC states that its plan would include public service announcements, print, radio and other appropriate media, and would inform Connecticut’s energy consumers about the benefits of C&LM programs as well as energy efficiency in general.  The OCC provided a breakdown of its proposed budget.  OCC letter and attachment.


In a letter dated January 20, 2005, the Companies withdrew their request for the general awareness campaign stating that they had discontinued their efforts in this regard because the Companies believed that the ECMB would not support this expenditure.
  In that letter, the Companies indicate that they stand ready to reactivate their efforts to run this campaign and state, “they are the ones best positioned to develop and implement such an effort.”  Companies’ Letter, p. 1.


There has been significant media coverage regarding the recent increases to the cost of providing electric service, issues related to the transmission system in SWCT as well as the increase in the cost of fossil fuels in general.  The Department believes that the cost to provide electric service will continue to rise over the next few years as construction of transmission upgrades begins.  The Department believes that it is appropriate to leverage this attention to raise awareness about energy efficiency, the value of the Conservation Fund and the programs that the fund sponsors, through a general awareness campaign.  Further, the Department believes that an increase in general awareness combined with a push to educate customers about C&LM programs and ways to find information regarding energy efficiency may allow the Companies to reduce the direct marketing costs for each program.  Therefore, the Department will direct that a general awareness effort be conducted in 2005.  The Department will allow $400,000 for this effort and will require that these funds be reallocated from the marketing budget of current programs or other available funding.  The Department notes that the Companies’ combined marketing budgets for 2005 totals approximately $2.7 million.  Tables C and D; C&LM Plan pp. 16 and 22.  Therefore, the general awareness campaign would represent a reallocation of less than 15% of proposed marketing costs.


As discussed herein, the Companies have controlled all C&LM program activity, including marketing, for many years.  While this has been the standard, the Department finds that it is in the public interest to allow others to share in the responsibility of creating and delivering messages related to C&LM.  Therefore, the Department will direct that the ECMB work to create the general awareness campaign.  The Department further directs that the plan for this general awareness effort be submitted for Department approval.  At a minimum, the campaign must increase awareness of the following:

· the state‑wide toll‑free number for C&LM services;

· the ct‑energyinfo web site;

· the Conservation fund.


The Department believes it is important to determine the effectiveness of this campaign by conducting an evaluation of the public’s awareness about energy efficiency and related topics, before and after the campaign.  Therefore, the ECMB should consider how best to evaluate whether the general awareness campaign was successful in increasing the public’s awareness about these topics and should submit an evaluation when it has concluded this campaign.


The Department is aware that the General Assembly is considering legislation regarding energy efficiency and ways to address current transmission constraints in SWCT.  It would be cost effective to deliver a general awareness message that includes items that may be addressed in pending legislation.  Therefore, the Department directs that the general awareness campaign be planned such that it can be adjusted to include items that may result from the current legislative session.

2. Conservation Fund Logo


In the Decision dated July 28, 2004, In Docket No. 03‑11‑01PH02, DPUC Review of CL&P and UI Conservation and Load Management Plan for Year 2004 – Phase II, the Department directed the Companies to implement a Conservation Fund logo to be used in all C&LM marketing material beginning in 2006.  The logo is to be finalized on or before April 1, 2005.  This action was taken to increase awareness about the fund and its value among Connecticut’s citizens.  Decision, pp. 20 and Order No. 11.


In a letter dated October 27, 2004, submitted in Docket No. 03‑11‑01PH02, UI submitted an update on the progress toward full compliance with Order No. 11 and alerted the Department as to some differences of opinion among members of the ECMB regarding the implementation of that Order.  The letter states that there is disagreement regarding “subordination of the logos of the Companies and the to‑be‑developed Conservation Fund logo.”  UI states that “subordinating the identification of the Companies with the programs would be contrary to the statutory C&LM scheme, counter‑productive and would not be cost‑effective.”


CL&P states that the Companies have the responsibility to achieve energy and demand savings goals for all conservation programs.  As a result, the Companies should have the flexibility to control the marketing of the programs, including placement of logos, in order to meet the established goals.  Tr. 12/22/04, p. 382.


David Leishman, Acting Chairman of the Connecticut Chapter of the Northeast Energy Efficiency Council testified that the endorsement of the utility companies is often critical to achieving success for conservation programs.  Mr. Leishman believes that utility branding of C&LM programs should be retained to avoid disrupting the progress that has been made with Connecticut’s nationally recognized energy efficiency initiatives.  Tr. 12/22/05, p. 280.


Based on the information that has been submitted regarding this matter, the Department must clarify Order No. 11.  The Department believes that the Companies’ endorsement of conservation programs has value in supporting the success of these initiatives.  Therefore, Company logos should continue to appear on marketing material.  At the same time, it is important to build awareness about the conservation fund, its value and the service it provides, through the use of a Conservation Fund logo.


The Decision in Docket No. 03‑11‑01PH02 states:

The Department will direct CL&P and UI to work with the ECMB to develop and implement a Conservation Fund logo for use on all C&LM marketing material.  The Department requests that the ECMB also develop a protocol for the use and placement of the Conservation Fund logo.  In addition, the ECMB should consider how best to deliver the message that these programs are sponsored by the Conservation Fund, within the current marketing budget of these programs.  A Conservation Fund logo must be in place during 2005 and must be used in all marketing and promotional material by 2006.


The above language, which supports Order No. 11, is clear.  The Department seeks to have the ECMB actively involved in the design and selection of a Conservation Fund logo and to have the Board establish the protocol (i.e., the size and placement) of the logos that appear in all C&LM materials and ads.  In addition, the ECMB should consider how best to deliver the message regarding the Fund.  The Department intended the ECMB to direct said message.  Therefore, the Department clarifies it intent in this Decision.


A compliance filing for Order No. 11 is due on April 1, 2005.  The Department anticipates that the filing will, at a minimum, provide the Conservation Fund logo and sample protocols for its placement and relative sizing with Company logos and a narrative description of how logos will be grouped and placed in marketing material.


The Companies have controlled the marketing for all program activity in the past.  As a result, programs have been marketed from the utility’s perspective.  While this has been the standard, the Department believes that the members of the ECMB, as well as others that participate in C&LM matters regularly provide a cost‑effective, untapped resource for creativity regarding the marketing of these initiatives.  The Department will more fully utilize these resources in the future.

3.
Standard Filing Requirements - Incentive


The C&LM Plan is typically submitted in October.  As a result, while the filing includes the goals and budget for the current year, it does not include the actual cost or participation through the end of the current year.  Therefore, the Department can not rule on the allowed level of incentive for 2004.  This situation will occur annually.  Therefore, it is appropriate to establish a mechanism for determining whether the Companies have achieved their goals and an approval process for the incentive.


To address this matter, the Department will require the Companies to include year‑to‑date data regarding all standard filing requirement information with the annual C&LM filing and a projection of total participation and the incentive that would be achieved if projected participation is achieved, for each program.  The Companies will then submit a reconciliation of this information, for Department approval of the incentive, on or before February 1st of the following year.  The reconciled information shall be in the form of the standard filing requirement such that the compliance filing essentially completes all information from the previous years’ activity.  For the current year, the Companies shall submit their actual performance under each program for 2004 and a calculation of the incentive that is requested based on that performance, in April 2005.

4.
On‑The‑Bill Repayment of C&LM Loans

In the May 28, 2003 Decision in Docket No. 03-01-01, DPUC Review of The Connecticut Light and Power Company’s and The United Illuminating Company’s Conservation and Load Management Programs and Budgets for Year 2003 and 2004, the Department required CL&P to modify its current billing system to provide a line on the customer’s electric bill for repayment of loans under CL&P’s various C&LM loan programs, citing the benefits that this billing format offered for customers.  Decision, pp. 18‑20.  At that time, CL&P indicated that it would cost $104,000 and would take 10 months to complete this project.

CL&P states that its current Customer Information System (CIS) is being upgraded and that this project will be completed in 2007.  The Company goes on to state that any modification to the current system, such as the change to accommodate on‑the‑bill repayment of C&LM loans, will delay the completion of the CIS upgrade.  Furthermore, any modifications made to the existing CIS would have a short life since the new system will be operational within two years.  Therefore, any resources spent on this project would be wasted.  The Company also notes that its original estimate was understated and that it would cost $208,000, twice the estimate, to complete this project now.  CL&P requests that the Department allow it to merge the C&LM loan repayment billing option into its new CIS system.  Tr. 12/9/04, pp. 10‑14; Letter dated December 3, 2004; CL&P Brief, p. 2.

The Department continues to support this billing option because of the benefits it will provide to customers.  However, the Department is concerned with the inaccuracy of CL&P’s original estimate and the delay that has occurred in making this change.  However, it would be impractical to have the Company expend significant C&LM funds for a project that would be obsolete shortly after its implementation.  Therefore, the Department will allow the Company to delay the implementation of this billing change.  The Company will continue to use its sundry billing system for the repayment of these loans.


CL&P has not provided an estimate of the cost to integrate this billing change into its new CIS system.  However, the change will be incorporated into ongoing work, rather than retrofitting an existing system.  Therefore, it appears that this work can be performed more cost effectively than originally proposed.  CL&P will be required to submit a detailed estimate of the cost to perform this work for Department approval.

III. Findings of Fact

1. Lighting programs have historically operated on a per‑unit incentive strategy, such as a mail‑in rebate or point‑of‑purchase coupon.

2. Lighting programs have transitioned from coupons to a Buydown strategy.

3. Under a lighting program Buydown, sales data are used to determine energy savings.

4. Buydowns have created a timing mismatch for the reporting of energy savings.

5. The Companies proposed, and then subsequently withdrew, a proposal to conduct a general awareness campaign in 2005.

6. The OCC proposed to conduct a general awareness campaign and requested that the Department allocate $500,000 to it for this effort.

7. There has been significant media coverage regarding the recent increases to the cost of providing electric service, issues related to the transmission system in SWCT as well as the increase in the cost of fossil fuels in general.

8. There are differences of opinion among members of the ECMB regarding the implementation of Order No. 11 in Docket No. 03‑11‑01PH02, regarding the Conservation Fund logo.

9. The Companies offer an incentive payment of $500/kW for renewable energy projects that are installed on the customer side of the meter.

10. The Companies offer a bonus incentive payment of $100/kW for renewable energy projects that are installed in SWCT.

11. The Companies cannot pay a renewable incentive for projects that receive funding from the CEF.

12. UI has not paid an incentive for any renewable projects while CL&P is currently working with two such projects.

13. At the time that the C&LM renewable rebate was approved the CEF was not offering an incentive for the residential or commercial sectors.

14. UI has approximately 46,000 customers that heat their domestic hot water electrically.  

15. About 24,000 of UI’s total population of water heaters are equipped with a control device that limits on‑peak consumption.

16. UI customers that control on‑peak water heater consumption are served under Rate A.

17. UI has offered a water heater rental program for over 40 years.

18. CL&P has in excess of 140,000 customers that heat their domestic water electrically.  

19. In the past, CL&P controlled the peak load of about 44,000 residential water heaters.

20. CL&P no longer controls residential water heater load.

21. The objective of the Appliance Retirement Program is to remove older, secondary refrigerators and freezers from customers’ homes while preventing these appliances from entering the secondary market.

22. The Companies conducted room air conditioner turn‑in events in 2004

23. Air conditioner turn‑ins events conducted in 2004 were highly successful at stimulating sales of Energy Star© air conditioners when a cooperative promotional agreement was signed with a retailer.

24. The market share for Energy Star© room air conditioners is 54% in Connecticut.

25. The Companies propose to replace the direct bounty for air conditioners with a rebate‑based turn‑in event structure.

26. The Companies recovered 4,756 air conditioners during air conditioner turn‑in events held in 2004.

27. CL&P’s current CIS is being upgraded and this project will be completed in 2007.

28. Any modification to the existing CIS would have a short life since the new CIS will be operational within two years.

29. CL&P originally estimated that it would cost $104,000 to modify its current CIS to accommodate on‑the‑bill repayment of C&LM loans.

30. CL&P now estimates that it would cost $208,000 to modify its current CIS to accommodate on‑the‑bill repayment of C&LM loans.

31. The EESmarts curriculum for Grades 6‑8 is complete.

32. The Companies have established a metric for EESmarts that includes use of the curriculum.

33. ISE will investigate currently available educational materials used for energy efficiency instruction for Grades 9‑12.

34. Penetration rate for the EESmarts curriculum is 65% for UI and 30% for CL&P.

35. During 2004, there has been a sluggish market response to the Customer Initiated Program.

36. Connecticut has adopted significantly higher energy efficiency standards for its building code, which will affect the cost-effectiveness of the ECC and EB programs.

37. CL&P’s O&M RFP program has had B/C ratios below 1.0 in the starting phase of the program, and the B/C ratio is projected to be 0.85 during the implementation phase in 2005.

38. The Companies receive about 18% of their C&LM revenues from SWCT and allocate approximately 31% of their program budget to that area.

39. The proposed ISO-NE Critical Peak Pricing proposal would award price response participants an additional incentive of $0.50 per kWh for each event in which the LMP exceeds $0.25/kWh.
IV. CONCLUSION AND ORDERS

A. Conclusion


The Department approves, with modifications, and subject to the Orders below, the 2005 C&LM programs and budgets as described herein.  The 2004 budget uncertainties have resulted in carryover funds in 2005.  The Department has allocated a portion of the carryover funds as noted in this Decision.

B. Orders

1. On or before April 15, 2005, the Companies shall reallocate $400,000 from the total marketing budget of all C&LM programs or other available funds to be used to conduct a general awareness campaign during 2005, as discussed herein.

2. On or before May 2, 2005, the ECMB shall submit a plan to conduct a general awareness campaign, as discussed herein.

3. On or before December 1, 2005, as discussed herein, the ECMB shall submit an evaluation regarding the effectiveness of the general awareness campaign.

4. For the Customer Initiated Program, in the 2006 Plan, the Companies shall make improvements to the RFP process or develop an implementation plan for a vendor‑based program that makes use of existing C&I programs and Company‑vendor relationships.

5. CL&P shall itemize and report quarterly each of the costs comprising “Outside Services” in the ECC program.

6. In the next C&LM annual filing, the Companies shall report on the effect of the Revised Code on new incentives and the cost‑effectiveness of the ECC/EB programs.

7. The Companies shall submit a copy to the Department of all promotional materials on all C&I programs and revised promotional material on the EB/ECC programs upon completion.  For the EB/ECC programs, the Companies shall submit quarterly an itemization of all marketing expenses.

8. CL&P shall terminate the O&M RFP program on a going‑forward basis and will deliver O&M efficiency services to new participants via its O&M Services program.

9. The Companies shall submit as part of the annual filings the historical and projected MW and MWh impact of conservation and load management and ISO‑NE and non‑ISO‑NE load response programs, as directed in Section II.E.3 of this Decision.

10. No later than April 30, 2005, the Companies shall ensure that all customers receiving C&LM incentives from the Critical Peak Pricing program shall receive special notification of all $250 price spike events.

11. In addition to the ongoing annual filing requirements in Order No. 23 in Docket No. 03-11-01, Phase 1, the Companies shall report loan default information as described herein.

12. On or before June 1, 2005, CL&P shall submit to the Department a mid‑year progress report on its IT upgrade efforts as described herein.  CL&P shall also report on its IT upgrade efforts in the next C&LM filing.

13. On or before May 2, 2005, the Companies shall submit a finalized version of the ECMB selection process for third party program evaluations.

14. On or before May 2, 2005, the Companies shall submit information regarding all standard filing requirement information, participation and the proposed incentive for each program, as discussed herein.  This information must be submitted in the format used for the C&LM standard filing requirement.

15. In future C&LM filings, the Companies shall include year‑to‑date information regarding all standard filing requirement information and a projection of total participation and the incentive that would be achieved if projected participation is achieved, for each program, as discussed herein.

16. On or before May 2, 2005, CL&P shall submit information regarding the number of customers that heat domestic water electrically and the metering technologies that are available to control water heater load, as discussed herein.

17. On or before May 2, 2005, the ECMB shall submit information regarding the appropriate coincidence factor for water heater load and whether the water heater load that is controlled by UI qualifies for LICAP.

18. On or before May 2, 2005, CL&P shall submit a detailed estimate of the cost to accommodate on‑the‑bill repayment of C&LM loans, as discussed herein.

19. CL&P and UI shall offer incentives at levels approved in past years to encourage participation in ISO‑NE load response programs.
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C. Bussolotta

� CL&P is allowed to pay the approved incentive for the two projects that it identified in this proceeding.


� Controlled water heaters are typically a storage�type unit with a tank size of 80 gallons or more.  About 12,000 of these heaters are leased to customers under UI’s Water Heater Rental program.


� UI uses a coincidence factor of .5kW per heater to estimate the load that is controlled under this program and believes that its coincidence factor is conservative.


� CL&P’s discount was consumption�based and did not rely on a time�of�use tariff.


� The Companies took this action because the ECMB did not support the OCC’s proposed media campaign, which was similar in nature to the Companies’ advertising plan.
















