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DRAFT INTERIM DECISION

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

Draft INTERIM DECISION
I. Introduction

A. Background of the Proceeding

Pursuant to § 16-32f of the General Statutes of Connecticut (Conn. Gen. Stat.) as amended by § 115(b) of Public Act 07-242 (Act), natural gas local distribution companies (LDCs) are required to submit to the Department of Public Utility Control (Department) biennial supply and demand forecast reports and annual conservation plans.  Specifically, a five-year forecast of loads and resources and a gas conservation plan to implement cost-effective energy conservation programs and market transformation initiatives.  In the instant Interim Decision, the Department addresses only the progress of the prior year’s budget and programs in Connecticut’s 2008 Joint Natural Gas Conservation Plan (2008 Plan) and the LDCs’ proposed Joint 2009 Natural Gas Conservation Plan (2009 Plan).  

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

B. Conduct of the Proceeding

On October 1, 2008, Connecticut Natural Gas Corporation (CNG), The Southern Connecticut Gas Company (Southern), and Yankee Gas Services Company (Yankee; together, Companies), jointly filed with the Department their proposed 2009 Plan in the instant docket.  

The Department issued and received responses to a total of 19 interrogatories.  The Department determined that a hearing was not necessary in this matter; and therefore, none was held.  All Parties and Intervenors were given the opportunity to file Written Exceptions and present Oral Arguments on the draft Decision.  
C. Parties and Intervenors 


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

II. Department Analysis

A. Progress of 2008 Conservation Plan

By Interim Decision dated January 23, 2008 in Docket No. 06-10-03 (Interim Decision), the Department approved the Companies’ conservation program and associated budget presented in the 2008 Plan.  The approved 2008 conservation program budget of $6.8 million represented a significant increase over the $4.0 million budget approved in Connecticut’s 2007 Joint Natural Gas Conservation Plan.  The 2008 Plan budget included increased conservation funding for all classes of customers, and adds a proposed integrated natural gas and electric program (Integrated Program) for commercial and industrial (C&I) customers.    

The Department directed the Companies to report on the 2008 Plan’s progress in the instant proceeding.  The Companies filed a table comparing the total 2008 approved budget for residential and C&I programs of $6.8 million with the 2008 year-to-date expenditures as of December 1, 2008.  Response to Interrogatory GA-19.  The Companies’ actual total year-to-date (YTD) conservation expenditures for all of the programs included in the 2008 Plan are as follows:

2008 Plan Progress
Company
2008 Budget*
2008 Actual**
Percent

CNG




Residential***
$950,400
$1,179,511
124%

C&I
$1,042,873
$170,061
16%

Other
$90,534
$35,487
39%

Southern




Residential***
$966,000
$1,032,943
107%

C&I
$965,245
$515,305
53%

Other
$90,536
$32,287
36%

Yankee




Residential***
$1,136,600
$1,547,101
133%

C&I
$1,411,385
$386,896
27%

Other
$135,930
$70,992
67%

TOTALS
$6,789,503
$4,970,584
73%

*Budget does not reflect Yankee’s reallocation of $600-750K from C&I to Residential or CNG’s reallocation of $450K from C&I to residential.

**Actual spending as of 12/1/2008.

*** Includes CHIF loan fund.

Response to Interrogatory GA-19, Attachment 1.

The Department previously approved the reallocation of unspent C&I program funding to the residential programs for both Yankee and CNG.  In addition, Yankee requested an additional $350,000 for its C&I programs based on forecasted program commitments.  According to Yankee, the C&I Integrated Program experienced increased customer demand for energy efficiency services in late 2008 as a result of increased marketing efforts.  Yankee stated that its existing budget was nearly committed at that time.  See generally, Department letter dated 7/18/2008 and Yankee letter dated 10/3/2008 in Docket No. 06-10-03.  However, the actual expenditures as of December 1, 2008 do not reflect increased levels of activity in the program.  Utilizing the information gained from the market potential assessment, the Companies will be directed to develop a strategy to increase activity in their 2009 C&I programs.  Until expenditures for the Integrated Program meet budget levels, the Department expects the Companies to continue to reallocate available C&I funding to the residential sector, which has experienced high levels of demand in recent years.  The Department has concerns with regard to the budget variances in the C&I sector, which will be discussed later in the Decision.  

The Department recognizes that part of the C&I budget variance may be due to projects that have been evaluated and approved prior to year‑end 2008, but have not been completed and paid for as of yet.  The Companies have not adequately explained their “program commitments” in the budget update in the Response to Interrogatory GA‑19.  The Companies will be directed to provide an update in the next annual budget filing discussing each commitment at the time of the filing, and projected timeline for completion and projected cost.  

Because a review of the prior year’s progress has become part of the overall review process for determining the budget for the upcoming year, an update on current program progress is appropriate.  Therefore, the Department will direct the Companies to begin including actual year-to-date expenditures and energy savings information as of August 31 in each conservation program’s filing requirements.  As always, if there is a noticeable budget variance in any individual program, the Companies should continue to work with the ECMB to reallocate the funds as all parties see fit, while ensuring that all customers receive the maximum benefit from the available funding.  

B. Proposed 2009 Conservation Plan

In the 2009 Plan, the Companies expanded their residential program offerings to include two new programs, Residential New Construction and Residential Financing Subsidy.  The C&I sector will also be offered financing options for energy efficiency improvements, similar to the residential sector.  In addition to implementing new programs, the Companies have increased budgets for existing programs to assist more customers.  As a result, the Companies propose a total budget of $9,645,000 in the 2009 Plan.  This is a significant increase over the approved 2008 Plan budget of $6,789,503.  The breakdown of the LDCs’ proposed 2009 Plan natural gas conservation budgets are included in the following table:

2009 CONSERVATION BUDGETS

Conservation Programs
CNG
Southern
Yankee
Total

RESIDENTIAL





Home Energy Solutions (HES)
$550,000
$550,000
$770,000
$1,870,000

Low Income – Audits
$20,000
$20,000
$30,000
$70,000

Low Income – Weatherization
$700,000
$700,000
$1,000,000
$2,400,000

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

New Construction
$250,000
$250,000
$250,000
$750,000

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

Residential Financing Subsidies
$30,000
$30,000
$30,000
$90,000

Subtotal Residential
$1,685,400
$1,701,000
$2,246,600
$5,633,000







COMMERCIAL & INDUSTRIAL





Energy Conscious Blueprint
$700,000
$700,000
$800,000
$2,200,000

Energy Opportunities
$300,000
$300,000
$540,000
$1,140,000

O&M (RetroCx, Training)
$50,000
$50,000
$100,000
$200,000

C&I Financing Subsidies
$30,000
$30,000
$30,000
$90,000

Subtotal C&I
$1,080,000
$1,080,000
$1,470,000
$3,540,000







OTHER





Administrative & Planning
$120,534
$120,536
$140,930
$382,000

Subtotal Other
$120,534
$120,536
$140,930
$382,000







TOTAL BUDGET
$2,885,934
$2,901,536
$3,857,530
$9,645,000

2009 Plan, Table A-1.

Funding to support the 2009 Plan will include the following sources: 1) approximately $1.932 million, or approximately 20% of the 2009 Plan budget, is already included in the Companies’ base rates; and 2) $7.713 million, or approximately 80% of the 2009 Plan budget, is to be recovered from firm ratepayers through the conservation adjustment mechanism (CAM) charge on customer bills.  An additional source of funding may result from the excess gross receipts tax (GRT) collections pursuant to Conn. Gen. Stat. §16-32(f).  The amount of excess GRT will not be known until it is calculated at the end of the 2008-09 fiscal year.  In the event that excess GRT is available, the Companies have proposed to establish a procedure with the ECMB to apply the funds as an offset to the CAM.  The Department previously rejected the proposal to displace ratepayer funded conservation and directed the Companies to use excess GRT as an incremental funding source to further expand future budget proposals.  Interim Decision dated 1/23/2008 in Docket No. 06-10-03, p. 8.  Department reiterates its ruling on issue.

By letter dated January 5, 2009, Environment Northeast (ENE) commented that the increased funding levels requested in the 2009 Plan are entirely appropriate.  This is due to the Companies’ experience with the programs to date and the opportunities presented by the full integration of gas and electric programs, which has been achieved.  ENE urged the Department to approve the 2009 Plan as submitted.  Written Comments, p. 2.

In addition to the conservation programs offered in the 2009 Plan, a Furnace Replacement Rebate Program (Rebate Program) will be available to residential customers for the purchase and installation of Energy Star rated natural gas fired furnaces or boilers.  This rebate program, established pursuant to Conn. Gen. Stat. § 16a-46e(a)(2008 Supp.) and administered by the Office of Policy and Management (OPM), would issue rebates of up to $500 to qualified customers.  The 2009 Plan budget of $9.6 million, along with an additional $2.5 million from OPM’s Rebate Program, would result in natural gas energy efficiency programs that could reach $12.1 million.  Response to Interrogatory GA-1.  Details of the proposed residential and C&I conservation programs are discussed below.

1. Residential Programs

a. WRAP-HS

The objective of the Companies’ Limited Income Weatherization Residential Assistance Partnership with Heating System Replacement (WRAP-HS) Program is to reduce the utility bills of limited income customers.  This is accomplished by providing comprehensive weatherization, energy conservation and education service as well as replacing older, inefficient heating and water heating systems.  Eligible customers are owners/renters who have a natural gas account in their name and have income that is less than 60% of the state median income.  

The WRAP-HS Program provides the following natural gas conservation measures.  A blower door test is performed to quantify the amount of air leakage.  If required, air sealing measures are installed, including door sweeps, weather stripping and caulking.  Insulation may be installed in a follow-up appointment.  Also included, as necessary, are domestic hot water measures, such as low flow shower heads and/or faucet aerators, installation of pipe wrapping within ten feet of the hot water unit, hot water heating wrapping and/or temperature adjusting.  Finally, an assessment of the heating system is conducted.

The 2009 Plan contains a detailed description of the WRAP-HS Program furnace assessment and replacement procedure.  The furnace assessment begins during an energy audit where the furnace’s efficiency is tested.  If necessary, the furnace system may simply be cleaned, tested and tuned-up (CTT).  If deemed cost-effective or necessary for health and safety reasons, old, inefficient natural gas furnaces can be replaced with similar, more efficient units, such as an Energy Star rated unit.  2009 Plan, pp. 24 and 25.  If an Energy Star unit is unavailable or cannot be physically installed in the customer’s home, a non-Energy Star unit may be installed.  In situations where a furnace or boiler is replaced, the program administrator seeks three bids from local contractors.  Additionally, a contractor will submit a price for an Energy Star unit and a price for a non-Energy Star unit that is available.  2009 Plan, pp. 25 and 26.  The WRAP-HS Program provides rebates up to $4,000 for furnace replacements for qualified customers.  2009 Plan, p. 28.  

According to the Companies, ten furnaces were replaced during 2007 and 2008.  The total expenditures for the WRAP-HS Program furnace replacements during this period equaled $32,445.  Half of the units were high efficiency units with a rating greater than 85%.  The remaining five units were less than 85% efficiency and not Energy Star rated.  The total expenditure for Energy Star rated units during 2007 and 2008 equaled $17,800.  The remaining $14,645 was spent on the non-Energy Star units.  The cost of one of the units was split with the Department of Social Services.  2009 Conservation Plan, p. 26; Response to Interrogatory GA‑11.


The LDCs believe that most of the furnaces inspected under the WRAP-HS Program only require maintenance and do not need to be replaced.  During 2007, 118 furnaces were CTT and eight heating system repairs were completed at a total cost of $13,204.  2009 Plan, p. 27.  The Companies demonstrated that most of the furnaces seem to need CTT rather than a full replacement.  The 2009 Plan proposed the replacement of approximately four to eight furnaces and boilers at an estimated total cost of $15,000 to $30,000.  The average cost is approximately $3,750 per replacement.  2009 Plan, p. 27.  The LDCs did not provide any specific estimates for 2009 regarding potential cleanings, tune ups and repairs under the WRAP-HS Program.  


The Department approves the WRAP-HS Program and its associated budget as proposed in the 2009 Plan, with modifications specifically related to heating system portion of the program.  The intent of furnace replacements under the WRAP-HS Program is to promote conservation of natural gas, not to simply replace old or faulty furnaces or for general maintenance of existing furnaces.  At this time, the Department believes that an efficiency standard is appropriate.  Therefore, the Department will require that all boilers and furnaces replaced under the WRAP-HS Program have a minimum 85% efficiency rating.  Although the Department anticipates that emergency situations will arise, the Companies’ only obligation is to ensure the safety of the premise and educate the customer about the condition and possible solutions.  The Companies are not obligated to perform the replacement, and may only seek reimbursement on properly sized replacements that meet the stated efficiency ratings stated above.  Further, the Companies must be able to quantify and demonstrate that performing a CTT service as an alternative to a furnace replacement results in energy savings rather than simply avoiding the need for a future furnace replacement.  

b. Home Energy Solutions

The Home Energy Solutions (HES) Program is a joint natural gas and electric conservation program aimed at reducing energy use through a comprehensive weatherization of “high energy use” residential dwellings, and the replacement of inefficient equipment.  The HES Program services both single-family and multi-family homes.  Over the past two years, the HES Program has developed a solid infrastructure for program delivery.  Currently, there are over 70 technicians that implement services for the HES Program.  2009 Plan, p. 37.  The program participants, including the electric distribution companies (EDC), ECMB and vendor community, are working toward becoming market based.  The transformation of the HES Program to a market based program is part of a long-term strategy to build a self sustaining residential energy efficiency industry in Connecticut.  Currently, the Companies solicit leads and pass those onto vendors.  The vendors’ technicians then conduct a comprehensive, one‑size‑fits‑all assessment of the customer’s home and provides basic available incentives.  Under a market based program, vendors will generate their own leads and will sell unique packages of services to customers to meet their individual needs.  Response to Interrogatory GA-15.

The Department has recently assigned representatives from the Companies to participate in the HES Working Group, which was formed to explore near-term modifications to the HES Program as well as assist in the transition to a market based program.  See, letter dated December 10, 2008 in Docket No. 08-10-03, DPUC Review of the Connecticut Light and Power Company’s and United Illuminating Company’s Conservation and Load Management Program for the Year 2009.

The Companies propose that 2009 be the initial year of the multi-year transformation into a market based program.  The HES Program, as a market based program, will help streamline the sign-up for all customers because they will be dealing directly with vendors.  The end result of this change should result in more competition between vendors in marketing their services.  The Companies will continue to provide the customer incentives for energy efficiency measures as well as monitor and oversee vendor performance.  Response to Interrogatory GA-15.  The Companies have also recently implemented a $75 customer fee to participate in the HES Program, helping to reduce direct program costs.  Response to Interrogatory GA-7. 

The Companies also propose to offer four components or “tiers” of service under the newly transformed HES Program instead of the single service currently offered.  The first tier would include comprehensive in-home energy services to customers, similar to the existing HES Program.  A second tier of service would allow vendors, energy professionals and contractors to submit comprehensive custom projects to the Companies for rebate consideration, similar to the existing C&I programs.  The third component of service proposed is a heating and cooling system efficiency component, which provides incentives for increasing heating and air conditioning equipment efficiency and improving system installation quality.  As the fourth component, the HES Program will provide attractive third party consumer financing for energy efficiency improvement projects.  2009 Plan, pp. 37-39.

Subject to a final review by the HES Working Group, the Department accepts the Companies proposal to begin the transformation into a market based program.  The Department supports the use of reduced incentives and the $75 copayment as a mechanism to reduce the cost per customer and allow more customers to participate in the HES Program.  The Department believes that the proposed tiered program structure, which offers different service packages, may be appropriate because it would better meet customers’ individual needs.  However, the Companies should make every effort to ensure that current demand for the basic program is met prior to undertaking projects in the higher tiers of service.  To the extent that a higher tier of service is significantly more effective than the basic service or in comparison to the C&I programs, the Companies shall use projected unspent funds from all programs to undertake these projects on a benefit-cost rank order basis.  The Companies shall also evaluate the cost-effectiveness of the higher-tiered HES Program services compared to C&I efficiency projects.

The Department is pleased with the level of activity in the HES Program, that is evidenced by the actual to budgeted expenditure levels in the 2008 budget update table.  Therefore, the Department approves the proposed increase in funding levels for the 2009 budget year.  The proposed $75 co-pay will allow more customers to participate in the program within the proposed budget.  Further, the Department agrees that participating vendors are in the best position and have a vested interest in aggressively marketing the programs.  Until directed otherwise, the Companies shall maintained their marketing efforts as directed in the Decision dated January 16, 2008 in Docket No. 07‑06‑60, DPUC Review of the Statewide Energy Efficiency and Outreach Marketing Program.  

Given that the HES Working Group will convene shortly, implementation of this program structure should be reviewed by the HES Working Group prior to the actual implementation.  Therefore, the Companies shall delay implementation of the program changes until the HES Working Group has finished its review of the program.  The Department reserves the right to make modifications at any time to the program structure as necessary based on such information as reports from the HES Working Group, program updates, and customer feedback.  

2. Commercial and Industrial Programs

On January 1, 2008, conservation programs for C&I customers were implemented under the Integrated Program.  The Integrated Program is a partnership between the natural gas and electric utilities that enables the delivery of coordinated energy conservation services and enhances the quality of the services provided.  The objective of the program is to utilize the EDCs extensive and successful experience in developing energy efficiency programs in Connecticut.  The Integrated Program currently consists of two programs.  The Energy Conscious Blueprint Program, which captures lost opportunity projects at the time of initial construction or major renovations, and the Energy Opportunities Program, which seeks to improve the energy efficiency of a customer’s existing facility by capturing retrofit opportunities.  For 2009, the Companies propose to add a third program, the Operations and Maintenance Services (O&M) Program.  The O&M Program helps customers improve the efficiency of their operations by indentifying possible modifications and repairs to existing heating, ventilation and air-conditioning (HVAC) and industrial production equipment, rather than through capital intensive investments.  Residential multi-dwelling customers are also eligible to participate in the Integrated Program.  2009 Plan, pp. 55 and 56.  

The electric C&I conservation program has matured to the point where much of the enrollment is now driven by contractors, engineers and equipment suppliers, among other entities.  The Companies indicated that the primary promotional strategy for the natural gas C&I programs is to let entities know that natural gas measures are now included in the existing program.  Otherwise, the Companies rely on the expanded use of newsletters, public relations and events rather than paid advertisements.  2009 Plan, p. 57.  Incentives offered for the gas C&I conservation program will be consistent with the existing electric program incentive structures.  2009 Plan, p. 59.

The Department has several concerns with the Integrated Program’s first year of operation.  First, the Companies provided minimal information regarding program implementation, customer demand, and feedback, to effectively evaluate the program management and progress.  Second, the Department is concerned with the Companies’ expenditure variances from their respective 2008 budgets.  As of December 1, 2008, CNG, Southern, and Yankee expended only 16%, 53%, and 27% of their C&I budgets, respectively.  No explanation was provided for these large variances, though requested by the Department.  Response to Interrogatory GA-19.  The third concern is the level of per unit capital expenditures required under the C&I program compared to the residential programs, without a significant increase in the average benefit/cost results.  For example, in the 2009 comparison of conservation programs, the Energy Opportunities program, with an average expenditure of $17,812 per project, has a lower benefit cost ratio than the HES program, which has an average expenditure of $400 per home.  2009 Plan, Table B. 

Based on the large C&I budget variance, level of the projected benefit/costs on proposed projects and the limited information provided regarding the program, the Department finds that the program has not been managed properly.  Although it is the first year of the gas C&I program’s inclusion in the Integrated Program, the Department will not accept inexperience with the program as a viable justification for what appears to be a lack of commitment.  The Department expects the Companies to work diligently to successfully implement all new programs to quickly reach the targeted customers.  Effective implementation not only quickly serves customers in need but also serves to determine quickly whether the program is viable so as to effectively allocate funding in following years to programs that are working.  The Integrated Program has greater flexibility than the residential programs in that it allows C&I customers to decide which energy efficiency measures to install.  Therefore, the Department expects to see more, not less, energy savings out of the C&I program than for the residential programs.  As a result, the Department will increase the existing goals related to the program.  The Companies will be directed to expend no less than 75% of their stated C&I budget, or $2.65 million, in 2009 on projects with an average gas system B/C ratio of no less than 3.0, which is comparable to the HES gas system B/C ratio.  If a Company fails to meet these targets, it has not performed prudently, adequately and efficiently pursuant to Conn. Gen. Stat. §16-19e.

The Department notes that the Companies are waiting for the completion of a C&I market assessment analysis.  The Department urges the Companies to immediately use the available information to capture cost effective potential to carry out the stated goals as well as for planning Connecticut’s Joint 2010 Natural Gas Conservation Plan.

3. New Program Additions

For 2009, the Companies expanded their residential program offerings to include the Residential New Construction (RNC) Program.  The RNC Program is intended to reduce the energy use and peak demand in new housing by increasing builder’s and consumer’s awareness and understanding of the benefits of energy efficiency building practices.  The RNC Program targets new construction projects, new home-buyers, builders, developers and other market participants such as architects, building code officials, home energy raters, real estate agents and HVAC contractors on how to reduce energy use and peak demand.  2009 Plan, p. 47.  

The RNC Program will pay prescriptive incentives for builders who meet thermal performance criteria including efficient heating and cooling equipment.  Similarly, the HVAC incentives that were offered through the HES Program will be available for installed equipment and quality installed verified equipments (QIV).  The QIV includes proper sizing and installation of systems.  According to the Companies, incentives will be paid for the installation of geothermal systems.  The RNC Program will allow independent Home Energy Rating System (HERS) raters to submit qualifying project into the program for incentives.  2009 Plan, p. 47.  

Several communication strategies will be used to promote the RNC Program.  For example, program seminars, advertising, published articles, case studies, participation in association and consumer events including outreaching to legislative audiences through newsletters, forums, individual meetings and public events.  2009 Plan, p. 48.  

The Companies also propose to offer Financial Subsidies to residential customers through the HES Program and to C&I customers through the Integrated Program.  The HES Program and the Integrated Program will provide attractive third-party consumer financing for energy efficiency improvement projects recommended and/or offered through the program.  2009 Plan, pp. 39 and 60.  In addition, the Companies will continue to offer financing through the Connecticut Housing Investment Fund (CHlF), which provides loan to homeowners based on income level, geographic area and family size.  Unlike CHIF, the Financial Subsidies are granted to eligible customers based on all income levels.  Response to Interrogatory GA-14.  

Regarding the various residential and C&I financing options to be offered in 2009, the Companies indicated that on August 6, 2008, the residential request for proposal (RFP) was issued to approximately 20 companies of which five responded and three were selected.  On October 28, 2008, the C&I RFP was issued to approximately 25 companies of which only three responded.  The proposal provided a variety of responses, which includes on-line quick quote tools, on-line credit applications, contractor development and training and branded programs available on the lender’s web pages.  The Companies have the option to subsidize rates to zero percent interest and/or simply provide subsidies sufficient to provide the customer with a lower rate than they would otherwise achieve on their own.  Response to Interrogatory GA-14.  

Based on the proposals the Companies received, the residential interest rates associated with Financing Subsidies will be lower than the traditional unsecured retail interest rates.  The Companies were also provided with an option from credit unions that promote secured loans with annual percentage rates in the single digits.  Response to Interrogatory GA-14.  

The Department is pleased to hear about the new RNC Program and the addition of Financing Subsidies to the HES Program and Integrated Program, and therefore approves the program additions.  The Department believes that the Companies approach on the RNC Program is reasonable.  Specifically, with the aim of reducing energy use and peak demand in new housing by increasing builder and consumer awareness and understanding of the benefits of energy efficiency building practices.  Projects must be located on existing distribution mains in order to be eligible for incentives under the RNC program.  Further, the Residential Financing Subsidy, which is open to all customer income levels based on the financial institution’s credit approval process compliments the CHIF program.  The Department believes that customers at all income levels will have the opportunity to participate in the program.  

Due to the recent economic crisis affecting many businesses including the construction and financial industries, the Department intends to monitor the new programs closely.  Therefore, the Companies will be directed to file a progress report on the RNC Program and Financing Subsidies by June 1, 2009.  If these new programs are not shown to be progressing well at that time, the Department may reallocate the budgeted funding for the programs elsewhere.  

II. Findings of Fact

1. On October 1, 2008, the Companies jointly filed their proposed 2009 Plan in the instant docket.  

2. The approved 2008 Plan budget of $6.8 million represented a significant increase over the $4.0 million budget approved in the 2007 Plan.

3. Yankee requested an additional $350,000 for its C&I programs based on forecasted program commitments for 2008.  

4. The C&I Integrated Program experienced an increase in customer demand for energy efficiency services in late 2008 as a result of increased marketing efforts.

5. Actual expenditures as of December 1, 2008 do not reflect increased levels of activity in the Integrated Program.  

6. In the 2009 Plan, the Companies included two new residential programs, Residential New Construction and Residential Financing Subsidy.  

7. The C&I sector will be offered financing options for energy efficiency improvements in 2009. 

8. The Companies have increased budgets for all existing programs, for a total budget of $9,645,000.

9. Funding to support the 2009 Plan will include the Companies’ base rates, the CAM charge on customer bills, and /or excess GRT collections pursuant to Conn. Gen. Stat. §16-32(f).  

10. The amount of excess GRT for the 2009 Plan will not be known until it is calculated at the end of the 2008-09 fiscal year.  

11. In the event that excess GRT is available, the Companies proposed establishing a procedure with the ECMB to apply the funds as an offset to the CAM.  

12. A separate Rebate Program, administered by OPM, will also be available to residential customers for the purchase and installation of Energy Star rated natural gas fired furnaces or boilers.

13. The objective of the WRAP-HS Program is to reduce the utility bills of limited income customers by providing comprehensive weatherization, energy conservation and education service. 

14. Eligible customers for the WRAP-HS Program are owners/renters who have a natural gas account in their name and have income that is less than 60% of the state median income.  

15. The WRAP-HS Program provides rebates up to $4,000 for furnace replacements for qualified customers.  2009 Plan, p. 28.  

16. Ten furnaces were replaced under the WRAP-HS Program during 2007 and 2008, totaling $32,445.  

17. Half of the furnace replacements in 2007 and 2008 under WRAP-HS were high efficiency units with a rating greater than 85% and half were less than 85% efficiency and not Energy Star rated.  

18. During 2007, 118 furnaces were CTT and eight heating system repairs were completed at a total cost of $13,204.  

19. The 2009 Plan proposed the replacement of approximately four to eight furnaces and boilers at an estimated total cost of $15,000 to $30,000.  

20. The HES Program is a joint natural gas and electric conservation program aimed at reducing energy use through a comprehensive weatherization and/or replacement of inefficient equipment.  

21. Over the past two years, the HES Program has developed a solid infrastructure for program delivery.  

22. Currently, over 70 technicians implement services for the HES Program.

23. The program participants, including the EDCs, the ECMB and vendor community, are working toward becoming market based.  

24. A HES Working Group has recently been formed to explore near-term modifications to the HES Program as well as assist in the transition to a market based program.

25. The Companies propose that 2009 be the initial year of the multi-year transformation into a market based program.  

26. The Companies have recently implemented a $75 customer fee to participate in the HES Program.

27. The Companies propose to offer four tiers of service under the newly transformed HES Program instead of the single service currently offered.  

28. On January 1, 2008, conservation programs for C&I customers were implemented under the Integrated Program.  

29. The Integrated Program is a combined natural gas and electric program that enables the delivery of coordinated energy conservation services to C&I customers.  

30. The Companies propose to add a third program to the Integrated Program, O&M Program.  

31. Much of the enrollment for the Integrated Program is now driven by contractors, engineers and equipment suppliers.  

32. Incentives offered for the gas C&I conservation program will be consistent with the existing electric program incentive structures.  

33. The RNC Program is intended to reduce the energy use and peak demand in new housing.  

34. The RNC Program will allow independent HERS raters to submit qualifying project into the program for incentives.

35. The Companies propose to offer Financial Subsidies to residential customers through the HES Program and to C&I customers through the Integrated Program.  

36. The Companies will continue to offer financing through CHlF. 

37. The residential interest rates associated with Financing Subsidies will be lower than the traditional unsecured retail programs.

III. Conclusion and Orders

C. Conclusion

The Department approves the overall conservation funding levels proposed in the 2009 Plan by the LDCs and approved by the ECMB.  Any program modifications resulting from this Decision will be included in the 2009 Plan.  As a result of timely approval of the 2009 Plan as well as increased awareness of reasons for shortfalls in prior years, the Department expects the programs to be implemented in a timely manner, effectively marketed and that the funding levels allowed will be spent timely and consistent with the requirements of Conn. Gen. Stat. §16-19e to avoid increased Department review.

Pursuant to Conn. Gen. Stat. §16-32f(b), the Department will evaluate the effectiveness of the conservation efforts made in the 2009 and 2010 Plans within an integrated supply and demand planning framework.  The Department will investigate how the Companies efforts in execution of the 2009 and 2010 Plans comply with Conn. Gen. Stat. §16a-35k.  The Department will also review each program’s cost effectiveness, program identification and selection, marketing, vendor selection, program administration and evaluation.  The LDCs respective Biennial Forecast of Natural Gas Demand and Supply will be reviewed independent from this Decision.  
D. Orders

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

1. Effective immediately, all natural gas boilers and furnaces replaced under WRAP-HS are required to have a minimum 85% efficiency rating.  

2. Effective immediately, the Companies shall expend no less than 75% of their stated C&I budget, or $2.65 million in 2009 on projects with an average gas system B/C ratio of no less than 3.0 to satisfy the requirements under Conn. Gen. Stat. §16-19e.

3. No later than May 15, 2009, the Companies shall develop a strategy to increase activity in its C&I programs for 2009 utilizing the information gained from the market potential assessment.

4. No later than June 1, 2009, the Companies shall file a progress report on the RNC program and Financing Subsidies.

5. No later than October 1, 2009, the Companies shall provide an update discussing each C&I project commitment at the time of the filing, projected timeline for completion and projected cost.  

6. No later than October 1, 2009 and annually thereafter, the Companies shall include actual year-to-date budget and energy savings information as of August 31 in each conservation program’s filing requirements.  
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This Decision is adopted by the following Commissioners:





John W. Betkoski, III 





Donald W. Downes 





Anthony J. Palermino 
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The foregoing is a true and correct copy of the Decision issued by the Department of Public Utility Control, State of Connecticut, and was forwarded by Certified Mail to all parties of record in this proceeding on the date indicated.
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