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CHAPTER ONE:  EXECUTIVE SUMMARY

Background 

On October 2, 2006, in accordance with Connecticut General Statutes § 16-245m, The Connecticut Light and Power Company (“CL&P”) and The United Illuminating Company (“UI”) (together referred to as the “Companies”), filed
 with the Department of Public Utility Control (“DPUC”), a comprehensive Conservation & Load Management (“C&LM”) plan (“Plan”) for 2007 for the implementation of cost-effective energy efficiency programs and market transformation initiatives.  As noted in that October 2, 2006 filing, the proposed Plan would be provided in two phases.  First, the Companies filed the proposed 2007 CEEF programs and EIA near-term measures (previously approved under Docket No. 05-07-14PH01) in the initial October 2, 2006 filing.  Second, the Companies would submit supplements to the initial Plan, describing additional demand resources and initiatives that could be funded with other potential funding sources, such as additional CEEF funding from the state, the Forward Capacity Market (FCM), additional EIA efforts, Class III Renewable Credits, and the Regional Greenhouse Gas Initiative (RGGI).  

The first scenario was for 2007 and was based on full CEEF funding that would be available if the State assumed the repayment of the bonds currently being repaid through diversions of CEEF funding, plus the FCM Transition Period payments in 2007.  This first scenario was submitted on December 22, 2006.

This additional supplement provides the second of the two expanded 2007 scenarios.  This second scenario, covering 2007- 2010, provides a high level multi-year plan for achieving zero peak demand growth in Connecticut by 2010, equivalent to a 140 MW reduction in peak demand in 2010.  The Energy Conservation Management Board (“ECMB”) recommends that the DPUC review together the initial October 2, 2006 filing and the Scenarios 1 and 2 Supplements (together the “Portfolio Plan”) in one integrated docket.

Overview 

The Companies and the ECMB continue to recommend that the 2007 Plan and the Portfolio Plan combine the Connecticut Energy Efficiency Fund, the EIA demand resource initiatives, and demand resources funded by other potential funding sources such as the Forward Capacity Market into a coordinated, integrated effort.  This approach will maximize the effectiveness of the CEEF programs and other initiatives, reduce customer and vendor confusion in the marketplace resulting from multiple offerings, increase customer and vendor participation in the programs and initiatives, and ensure program delivery efficiencies and focus.  

The Companies and the ECMB also suggest that the Department review the various programs and initiatives in one integrated docket.  This simultaneous review of the programs and initiatives would increase the understanding of the various efforts, help ensure the integration and efficiency of program delivery, and reduce any disconnect or concerns that may arise if the programs were reviewed in separate dockets.

The Companies and the ECMB considered and evaluated two separate program “portfolios” and levels of increased investment, in addition to the base Plan filed on October 2, 2006.  The Scenario 1 portfolio is based on funding levels which include the restoration of the Rate Reduction Bonds and features “enhancements” to current programs that could be easily and very quickly implemented once additional funds are available to the CEEF.  Scenario 1 was filed with the Department on December 22, 2006 (Docket 06-10-02).

The Scenario 2 portfolio contained herein is designed to provide sufficient efficiency and demand reduction resources to contribute to Zero Peak Demand Growth for Connecticut by 2010.  Scenario 2 is based on the following general guidelines:

· Sufficient Funding.  Funding constraints on several “core” Residential and C&I programs would be removed and those programs would be ramped up to funding and production levels unprecedented in Connecticut.  

Supporting this guideline is the following key recommendation found in the “Energy Alternatives and Conservation Report,” prepared by the Connecticut Academy of Science and Engineering (CASE) for the Connecticut General Assembly in December 2006:

“CEEF: Restore funding of the CEEF to at least $90 million with consideration given to increasing it to $148 million.  The state should adopt the principle that energy resource needs will first be met through all available energy efficiency and demand reduction resources that are cost effective, reliable, and feasible.  Also, the ECMB should oversee expanded natural gas and heating oil conservation programs that are funded by users of these energy sources.”

This additional funding would be made available for selected additional initiatives and strategies (see below);

· Aim Higher/Go Deeper.  All program concepts and activities would strive for the highest cost-effective levels of product, system and building performance.  All cost-effective approved efficiency measures will be pursued.  Project comprehensiveness to achieve deeper savings would be strongly encouraged and perhaps required for participation in some cases.  More aggressive marketing and outreach to recruit more customers would be employed, especially targeting those customers who have been under-participating in the current programs.  Where it makes sense, “limited time only” increased incentives and consumer financing would be used to accelerate program participation and increase the acceptance of high performance technologies and comprehensive solutions.  Finally, pilots will be strategically used to test concepts that advance technology and improve their cost-effectiveness.

· Induced Replacements.  Additional elements that promote and facilitate the replacement of inefficient existing systems and equipment would be developed and implemented.  Products targeted would include air conditioners, heat pumps, lighting, motors, processes, appliances, water heaters, and perhaps others including electronics and other plug loads;

· Integrated Program Design and Delivery.  Full integration of electric and gas efficiency program offerings and services increases the delivery efficiency of programs, increases the benefits to customers, and increases the likelihood of Scenario 2 success.  Other related programs and services would be considered to supplement the integrated program efforts to ensure one-stop comprehensive solutions for the customer.  These other related offerings could include energy and load management, demand response, on-site renewables, distributed generation, evaluate or explore alternative renewables including thermal solar and promote the time of use rates for alternative cooling strategies such as cool storage and electric (resistance)- space and water heating applications. 

· Integration with State Policies and Plans, and Allied Initiatives.  The program concepts will be integrated with relevant existing state plans, including the Climate Change Action Plan and the Governor’s Energy Vision.  In addition, the portfolio plan recognizes commensurate allied regional and national initiatives.  

Budget Tables 

The following table presents initial estimates of savings and costs for the Portfolio scenarios.  Generally, budgets and savings estimates are based on extrapolation of the planning efforts for the 2007 Plan.  The extrapolation for developing Scenario 2 estimates specifically considered that the increment of savings beyond Scenario 1 would likely be more expensive per MW or MWh than the base 2007 Plan savings, but the economies of scale and full integration efficiencies would likely offset some cost.  Therefore, the Scenario 2 cost estimate is presented as a range, specifically indicating uncertainty.  Additional market assessment and program planning will be necessary to provide the understanding required to characterize and pursue Scenario 2-level goals and their associated costs.

CEEF Portfolio Energy Efficiency Program Savings and Budget Estimates*

Budget

(Proposed or Estimated)
Projected Peak Demand Savings
Projected 

Energy Savings



2007 C&LM Plan (base)
$70 million
37 MW
227,400 MWh

State Assumption of RRB Repayment  (increment)1
$21 million
11 MW
70,150 MWh

Scenario 1 Subtotal
$92 million
48 MW
297,550 MWh

Scenario 2 Increment for Energy Efficiency Programs
$75-95 million
Objective = 52 MW
~270,000 MWh

Subtotal (annualized by 2010)
$167-187 million
Objective = 100 MW
~567,550 MWh

*Totals may vary due to rounding

Note 1: Includes FCM Transition Period payments of $1.25M in 2007

CEEF Portfolio Load Response and Direct Load Control Savings Estimates


Projected Peak Demand Savings
Projected 

Energy Savings



Scenario 2 Increment for Load Response and Direct Load Control in 2010

Objective = 40 MW
0 MWh

The use of non-reliability based load control will be a critical contributor to achieving zero peak demand growth.  This active form of load management will respond during ISO-NE’s critical peak periods rather than just during an ISO-NE Operating Procedure 4 reliability event.  These resources are envisioned to operate similar to the resources proposed in the Companies Order 8 compliance filing.  The direct load control of packaged HVAC and other unitary loads will be the primary target as well as discrete commercial and industrial equipment and systems that can provide load curtailment.  An incremental ramp-up beginning with 10MW in 2007 culminating with a 40MW increment in 2010 has been projected in order to achieve zero peak demand growth.  

CHAPTER TWO:  SCENARIO TWO – Zero Peak Demand Growth

Scope

The zero peak demand growth scenario presented here represents what might be achievable assuming a significantly higher level of funding were made available to support new and expanded program design and deployment.  To achieve this challenging goal, this scenario would examine the strategies that might be employed to achieve the highest levels of efficiency for the electric consumers of Connecticut. 

Connecticut Peak Demand Growth and the Impact of the Scenario
Base Case Forecast of Summer Peak Demand

For the base case forecast of summer peak demand, which assumes no incremental C&LM in 2007-2010, the 2006 summer peak demand value is the estimated CL&P and UI portion of the actual ISO-NE system peak set on August 2, 2006 (7,048 MW of the 28,021 MW system peak).  The base case peak demand forecast is then escalated at 1.9% per year, which is the same growth rate used in the ISO-NE 90/10 base forecast.  This approach accounts for C&LM resources installed in 2006 or prior years, but, as a base forecast, it assumes no incremental C&LM installed in 2007-2010.

Effect of the Scenarios on Summer Peak Demand and Demand Growth 
The figure below shows the impact of each Scenario on summer peak demand and peak demand growth.  For the base case forecast (no C&LM), summer peak demand is forecast to grow by 1.9% per year, to 7,600 MW in 2010.  Continued current C&LM (funded at $70 million in 2007) would reduce peak demand growth to 1.4% per year, and Scenario 1 (funded at $92 million in 2007) would reduce peak demand growth further to 1.25% per year.  The additional energy efficiency in Scenario 2 ($167-187 million), based on increased funding from the legislature, the FCM, and other sources, would reduce peak demand growth to 0.75%, and the additional load control and load response in Scenario 2 would result in an average growth rate of 0.4 %.  The full implementation of Scenario 2 would result in zero growth in summer peak demand between 2009 and 2010.  The 2010 summer peak demand assuming full implementation of Scenario 2 would be 7,159 MW.  [image: image1.emf]ECMB Scenarios and Summer Peak Demand (MW)
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CHAPTER THREE:  ENERGY EFFICIENCY PROGRAMS

Program Expansions and Enhancements 

The basic premise for this scenario is that a significant investment would be made into energy efficiency and load management program funding, and funding constraints would not impact program design and implementation.  The Companies would seek to implement all achievable cost effective energy efficiency savings opportunities.  While a specific funding level for Scenario 2 has not been identified (though estimated ranges have been provided herein), funding levels significantly larger than those currently available would be required to achieve zero peak demand growth.  (See Chapter Five on potential sources of funding.)  The combination of the three potential levels of energy efficiency funding described in the portfolio plan represents an unprecedented commitment to achieving the highest level of energy efficiency possible.  The ultimate program architecture will be developed as the funding and program delivery unfolds, resulting in some degree of uncertainty as to the savings and program costs.  The levels of program operation described here may begin to achieve full penetration in some markets or technologies over time.  

Below are summaries of proposed expansions and enhancements of energy efficiency programs, followed by summaries for load management and load response/direct load control programs.

SECTION I:  Residential Energy Efficiency Programs 

The energy efficiency program concepts for Scenario 2 – Zero Peak Demand Growth – build on the program enhancements presented for Scenario 1.  Given the significant load savings that are called for and the multi-year implementation schedule, the Scenario 2 program concepts would require additional budget, program delivery resources and very strong management direction.  

Residential Energy Efficiency

The initial Scenario 2 program proposal is based on the significant expansion of the two most effective and cost-effective residential programs in terms of demand reduction -- Residential Products and Home Energy Solutions.  The expansion of the Residential Products and Home Energy Solutions programs includes increasing the size and production of the delivery efforts and the addition of supplemental program elements designed to stimulate early retirement of inefficient products and systems.  A key to the implementation of Scenario 2 is the development and promotion of one or more convenient and financially attractive consumer financing program elements making increased investments possible for all residential customers and to leverage the available program funding.

Home Energy Solutions 

For Scenario 2, the Home Energy Solutions (HES) program would be scaled up significantly and supplemented with a focused effort to target and address customers with electric heat.
  The electric heat element of HES will target high-use electric resistance heat customers with room air conditioning, although other customer “types” will likely be eligible including those with various antiquated heat pump systems.  The key measure in the treatment of these homes beyond typical HES treatments will be ductless split heat pumps (DSHPs).  Promotion of the “early retirement” of existing inefficient central air conditioning systems will also be increased and supported by increased incentives. 

Fuel neutral solutions would be considered through HES in Scenario 2 subject to cost-effectiveness and product viability.  For example, high efficiency water heating systems including high efficiency tanks, tankless/instantaneous systems, and indirect-hydronic water heating systems would be considered in addition to solar and the next generation of heat pump water heaters.  

For electric resistance domestic hot water heating systems time of use rate rates will be promoted and supported through HES.  Alternatively, solar and the next generation of heat pump water heaters would be considered.

In addition, the further deployment of direct load control systems to reduce demand during critical peak periods will be employed for packaged central air conditioning equipment and other residential customer loads such as pool pumps and water heating.  

Retail Products 

The existing Negotiated Cooperative Promotion (NCP) structure promotes working with manufacturers on supply chain issues and allows the Retail Lighting Promotions to grow significantly without significant changes to the program delivery model and support systems.  The NCP structure also lends itself to significantly increased “lighting event” promotions and to large scale campaigns to encourage “early retirement” of existing inefficient products and systems such as “white-goods” appliances, dehumidifiers, water heaters and room- and central air conditioners.  All of the above would need to be applied to achieve Scenario 2 goals.  Program implementation enhancements and a very aggressive administrative attitude will be needed to ensure program effectiveness at the Scenario 2 investment levels and to secure increased industry co-investments in the promotions.  

Market-Based Early Retirement of Inefficient Products and Systems

While the Scenario 2 HES program will aggressively encourage and support early retirement of existing systems and products as part of a whole house energy audit, evaluation and upgrade, Scenario 2 also includes a market-based Early Retirement Campaign.  Relying on the NCP model within the existing market channels, the Companies would negotiate, develop and implement a statewide cooperative Early Retirement Campaign with key market actors (manufacturers, distributors, retailers/dealers, and contractor/installers).  This type of cooperative promotion should result in price discounts for consumers as well as co-marketing, co-investment, and other implementation concessions by industry.  

Supplemental Market Channel for Products

Building on the many experiences of the Smart Living Catalog, a sophisticated catalog/e-commerce market channel would be developed for Scenario 2 to supplement the Retail Product efforts.  This new Supplemental Market Channel for Products would also be designed to leverage industry co-investment and provide residential customers increased access to residential efficiency products and services.  At program maturity, it is envisioned that through a one-stop website, residential customers would:

· Purchase discounted lighting and other energy efficiency products that would be subsidized by the programs through an NCP approach; 

· Purchase lighting and other energy efficiency products that would not be subsidized by the programs;

· Learn about and access/enroll in Scenario 2 residential program offerings and receive status information and manage their job and/or program participation; 

· Request contractor bids outside of “program participation” including HVAC/early retirement, home performance, remodeling, etc., and manage their job and/or program participation; and,

· Access information/education materials and resources.
Other Residential Programs
As discussed above, the main residential program expansions and enhancements for Scenario 2 pertain to HES and residential Retail Products.  The Scenario 2 implications envisioned for other residential programs are discussed below.

Low Income

Fuel neutral solutions would be considered through HES in Scenario 2 subject to cost-effectiveness and product viability. WRAP/UI Helps customers with electric water heating systems would be identified and targeted for the promotion of time of use rates for electric (resistance) space and water heating system control applications whenever practical, cost-effective and beneficial to the customer.  Alternatively, thermal solar systems and the next generation of heat pump technology would be considered if products and systems can be shown to be cost-effective and viable on a customer specific level.  Additional budget has been included in the Scenario 2 estimates, but incremental impacts from this initiative have not.

Residential New Construction
The market-based program would be eliminated.  The budget for Scenario 2 would be the same as Scenario 1, but would be used to develop, promulgate and implement either utility service requirements or building codes for new dwelling units that require ENERGY STAR® compliance.  In both cases, it is envisioned that RESNET Home Energy Raters would be used to determine compliance, thereby minimizing the impacts on local building officials.  No incremental impacts for this concept were included in the Scenario 2 analysis.  In addition to higher standards, we would collaborate with the CCEF to develop a zero (or low) net energy home offering which may include advanced design and construction techniques, high efficiency HVAC systems and system designs including geothermal, load control, and on site generation.  

SECTION II: Commercial and Industrial (C&I) Energy Efficiency Programs

The C&I Program Enhancements and Expansions for Scenario 2 build on the existing programs and initial enhancements presented for Scenario 1.  Since Scenario 1 activities only address the 2007 program year, the program enhancements were necessarily of an incremental nature.  The program enhancements envisioned for Scenario 2 more fully realize the enhancements presented in Scenario 1 and will entail substantial shifts in program direction and an aggressive interaction with the C&I market place.

These program concepts and enhancements are predicated on the current CEEF C&I programs providing a sound architecture for developing the next generation of initiatives that will allow the commercial and industrial sectors to contribute significantly to achieving zero peak demand growth by 2010, and building a solid foundation for sustainable energy and resource use and market activity.  The Scenario 2 program enhancements are driven by the following themes:

· Integrated gas and electric program services and offerings; that is, an integrated and comprehensive “fuel blind” approach.

· Aggressive marketing and outreach to the business sector including the solicitation of “corporate commitments” from leading businesses to zero peak demand growth or reductions.

· Aggressive education of design community, customers and vendors on energy efficiency best practices.

· Induced remodeling/renovation projects that entail the replacement of existing antiquated equipment that, would otherwise, act as barriers to sustainable performance of Connecticut businesses and industries.

· The application of high performance technology and design in all participating buildings and facilities participating in all programs.

· Significant increase in staffing, contractors and/or third-party delivery agents, including project brokers.

The following identifies the proposed C&I program enhancements and expansions:

Energy Conscious Blueprint (ECB) 

The ECB program will continue to build on CEEF’s systematic efforts of the past few years to ensure that: a) as many C&I new construction, expansion and renovation projects are served or influenced by ECB as possible; and, b) all C&I buildings and facilities that are served by the ECB program are high performance buildings that utilize energy resources as sustainable as possible while meeting the financial, business and utilization needs of their owners and occupants.  

The expanded ECB program will be driven by the programmatic themes:

· Strategically enhanced incentives may be used in certain cases for buildings/facilities that achieve 30% or better beyond Connecticut’s current code (this is equivalent to EPACT 2005’s 50% goals) and maximize the integrated design to ensure healthy and productive work/business environments, construction cost mitigation thru right-sizing systems, and buildings/facilities with the lowest life cycle costs.

· Seamlessly integrating the ECB program components with allied initiatives including: LEED, Energy Policy Act 2005 standards and tax credits, Green Schools initiatives, Advanced Buildings for small-medium commercial facilities, ENERGY STAR, Getting to Fifty, Architecture 2030, etc.

· Significantly expanding and targeting ECB’s marketing, outreach and educational efforts allowing businesses to take full advantage of “multi-dip” opportunities including CEEF program offerings, federal tax credits, LEED certification points, etc.

· Strategically enhanced incentives may be used in certain cases so all participating projects result in high performance building systems and/or industrial processes including: but not limited to, lighting, daylighting, HVAC, refrigeration, building envelope, solar design, on-site renewable and other generation options, and building/systems commissioning.  High performance lighting solutions will be expanded to retail display lighting and outdoor lighting.

The aggressive nature of the Scenario 2 strategies will require extensive training of the decision makers for projects involving new construction and installation of new equipment.  The training would include building owners, developers, vendors and the design community.  Training will be deployed via a variety of channels, including seminars and brown bag lunches.

Energy Opportunities (EO)
The EO program will incorporate the high performance building technologies, designs and concepts that are being developed under ECB.  The principal thrust of EO program enhancement will be to move participating businesses from beyond simple commodity-based, incremental retrofits to comprehensive projects that embrace high performance technologies and design solutions.  The enhanced EO program will be driven by the following programmatic themes:

· Strategically enhanced incentives may be used in certain cases for high performance buildings, systems and/or process retrofits that are comprehensive and that result in a significant increase in whole building and/or system energy efficiency.  In addition, high performance lighting solutions will be expanded to retail display lighting and outdoor lighting. 

· Expanded and targeted outreach to ensure equitable and more effective participation by all business sectors.  Targeted markets may include: national account entities such as the grocery sector and fast food restaurants as well as comprehensive process cooling package system operators, non-profit organizations, existing K-12 schools, etc.

· Develop seamless and effective techniques for integrating EO program components with allied initiatives for high performing existing buildings including LEED-EB (existing buildings), EPACT 2005 for existing buildings, Green Schools initiatives, ENERGY STAR, New Building Institute’s Building Performance Review, etc.

· Induced equipment replacement options utilizing time sensitive strategically enhanced incentives to clear out the worst performing installed equipment); e.g., old inefficient chillers and packaged HVAC units (roof top and PTACs), old lighting technology such as, but not limited to T12 fluorescent and Mercury Vapor HID.  In addition, utilize comprehensive incentive packages for businesses that implement high performance solutions.

Much of the aggressive training described for the ECB program will be coordinated to include potential EO customers and vendors.  Additional incentives may also be used to stimulate comprehensive designs and to increase market penetration.

Operations and Maintenance (O&M)

The O&M program will offer a comprehensive strategy for dealing with building and facility operational, maintenance and commissioning opportunities while operating seamlessly with the other C&I program offerings.  The program will strive to capture additional and sustainable energy savings from O&M practices while working to preserve the important capital efficiency investments supported by other CEEF programs.  The enhanced O&M program will be driven by the following programmatic themes:

· Develop an efficient facility operations program that provides solutions-based training, technical assistance, and incentives to help building operators and managers integrate energy efficiency into daily facility operations (includes the following elements).

· Expanded Building Operator Certification (BOC) and other certification programs.

· Integration with allied initiatives (e.g., Building Owners Management Association’s (BOMA) Energy Efficiency Program (BEEP).

· Tie enhanced retrofit incentives with O&M capability building.

· Encourage development of high performance O&M services by vendors.

· Retro-commissioning programs tied to corporate energy program commitment.

· Expand educational outreach to vocational technical schools and other higher education venues to train future service technicians and building operators on proper installation and maintenance procedures/practices as well as current diagnostic techniques and tools.

Small Business Energy Advantage (SBEA) 

The SBEA program will incorporate high performance building technologies, designs and concepts that are being developed under ECB and EO, where they are appropriate for smaller facilities.  As with the EO program, the principal thrust of SBEA program enhancement will be to move the small business participants from simple commodity-based, incremental retrofits to comprehensive projects that embrace high performance technologies and design solutions.  The enhanced SBEA program will be driven by the following programmatic themes:

· Application of high performance technologies, practices and designs from ECB and EO, where appropriate, to small businesses.

· Expansion of SBEA offerings into a more comprehensive and “deeper” bundle that is business type specific; e.g., energy efficiency measure bundles for small retail, fast food restaurants, convenience store, etc.  SBEA will also consider opportunities to bulk-purchase such measure bundles by the CEEF programs, thereby achieving economies of scale.

· The SBEA will also explore and consider developing standardized measure bundles that can be bulk-purchased by the CEEF programs and turn-key installed through geographically targeted “sweeps” or by awarding blocks of SBEA projects (e.g., 50 to 100 businesses) to competitive bid.

· Integration of direct load control technology into the program delivery mechanism to seamlessly capture demand response opportunities.

SECTION III: New Initiatives

The New C&I Programs and Initiatives for Scenario 2 will be built on and integrated into the current framework established by the CEEF C&I Programs and the program enhancements and expansions noted previously.  These program enhancements entail substantial shifts in program direction and a more aggressive interaction with the C&I market place.  In order to more effectively advance these enhanced programs into the C&I sectors, a new marketing and program framework is proposed to better engage businesses and industries in achieving the zero peak demand growth goals.  Budgets for these marketing, outreach and service initiatives are incorporated into the “core” C&I programs.

Business Energy Solutions 

The enhanced C&I programs and initiatives for Scenario 2 will be delivered and marketed under a new marketing and service initiative - Business Energy Solutions (BES).  The goal of BES is to provide holistic program delivery and energy solutions via a one-stop, comprehensive portal to assist businesses and industries in effectively utilizing the CEEF C&I programs and in progressing toward a more sustainable business model.  Key elements of BES will include:

· “One-stop” source for all business energy management needs.  The C&I program administrators will ensure that all CEEF programs are seamlessly integrated from the customer perspective and will work pro-actively with allied initiatives (load management, ISO programs, renewable programs, , etc.) to ensure good integration as well.

· Integrated “fuel neutral” energy efficiency solutions and service delivery including multi-fuel audits/energy assessments; multi-fuel, whole building solutions; and multi-fuel, industrial plant/process solutions.

· Integration of energy efficiency, load management, load response, direct load control, distributed generation, renewable energy systems and designs, CHP, and other related initiatives into a comprehensive design solution for businesses.

· Seamless promotion and integration of “multi-dip” opportunities for incentives, financing, tax credits, and services.

· Coordination with allied non-energy initiatives, such as corporate/business resource management, environment compliance, quality control, and continuous improvement programs.  Such linkages would make for a more compelling business case to businesses and industries.

· The use of third-party brokers to package integrated and comprehensive electric and gas energy efficiency projects that use high performance design solutions.

Business Energy Challenge

To encourage changes in corporate business practices and behaviors, under the Business Energy Solutions marketing program, CEEF will provide a special offering to motivated businesses and industries called the Business Energy Challenge.  The BEC would make a compelling business cases for businesses to commit to high energy efficiency performing buildings and management practices.  The Challenge calls for businesses to commit to zero peak demand growth, or an actual reduction, for the target year of 2010 in support of CEEF’s Zero Peak demand growth goals.  In exchange, participating businesses will receive a tailored, comprehensive and enhanced service package based on the enhanced CEEF C&I Programs.

Businesses accepting the challenge would agree to the following commitments:

· A “corporate commitment” to zero peak demand growth or an equivalent quantitative energy efficiency goal (kW and kWh) by 2010.

· A commitment to participate in good faith in the comprehensive service package including: an executive-level assessment of business energy management practices; development of a strategic energy management plan; energy efficient capital improvement plan, commitment of appropriate staffing and resources; employee/staff resource awareness program.  For commercial/institutional customers - strategic energy management programs; and for industrial customers - continuous energy improvement programs.

· A commitment to implement all or most of the recommended measures or actions that are cost-effective from a life cycle costing perspective.

· The exact complement of the corporate commitment and CEEF service/incentive commitment would be negotiated prior to enactment.

Businesses accepting the challenge would receive the following services:

· Tailored packaging of the entire CEEF C&I conservation and load management offerings into a cost-effective bundle.

· Coordination and brokering services for allied load management programs and offerings.

· Business and technical consulting services on a multi-year basis in support of the company’s strategic energy management and continuous energy improvement goals.

· Comprehensive support for ongoing energy management activities including building system operator certification, employee awareness programs, employee training programs for facilities and critical building/industrial systems, etc.

· Corporate recognition program for high performing businesses.

· The BEC would also be available to small and medium sized businesses where business associations or third parties can aggregate groups of participants to ensure cost-effective service delivery.

Under-Utilized/Emerging High Efficiency Technologies and Practices 

Under its Research, Development and Demonstration program, the enhanced CEEF programs will also aggressively consider under-utilized and market-ready high efficiency technologies and incorporate them into the appropriate C&I programs where appropriate.  A sampling of market-ready, but under-utilized, high efficiency technologies and design practices are listed below.

· Daylighting design integrated with lighting systems/controls.

· Lighting Design and/or Integrated Design Lab’s targeted at A/E firms.

· High performance chiller systems/packaged chillers.

· Variable refrigerant flow for hydronic loop chiller systems.

· Ductless mini-split heat pumps and PTACs.

· Alternative refrigerants for grocery refrigeration systems.

· System optimization for small-medium sized water and wastewater treatment facilities.

· Technologically advanced, fuel neutral heating and cooling plants would be promoted. 

· Demand control strategies for new or existing building automation systems.

The actual selection, mix and application of under-utilized and market-ready technologies will be determined during the program development phase of Scenario 2.

SECTION IV: Load Management and Coordinated Marketing

In addition to the energy efficiency strategies discussed above, a concerted effort to further integrate load management strategies into existing CEEF program delivery to take advantage of time of use rates and every load reduction and energy efficiency opportunity will be undertaken.  

For C&I programs, the following approaches will be employed:

A logical extension of an integrated advance building design that can be incorporated in the “core” C&I programs would be load management techniques, which might include cool storage or hybrid cooling plants.  These techniques will be more attractive when coupled with time-of-use rates.  These technologies will enable the shifting of demand to off-peak hours or reduce the peak demand through alternative cooling technologies.  

Control strategies, both for lighting and HVAC, will be viewed as valuable techniques in achieving zero peak demand growth. while maintaining an economic and productive environment. There are existing energy management systems that can be modified and enhanced to provide energy savings through equipment scheduling and demand reduction during peak periods.  These types of opportunities would be aggressively pursued and captured.

Load management strategies would also be aggressively pursued through the residential programs.  For example, through HES, appropriate strategies and the advantages available through time-of-use rates would be deployed.  This approach would allow electric and gas energy efficiency installations as well as load control strategies (summarized in Chapter Four) to be delivered in the most economical manner at a time when the residential consumer is receptive and seeking methods to reduce their energy cost.  

CHAPTER FOUR:  LOAD RESPONSE AND DIRECT LOAD CONTROL

 For Scenario 2, we estimate 100 MW of demand reduction from the energy efficiency programs in 2010.  This will leave an approximate 40MW gap of incremental demand savings in 2010.

The proposed approach to close this gap is through a combination of Load Response and Direct Load Control technologies.  These strategies will be delivered as stand alone programs to target all eligible customers as quickly as possible.

The demand savings from participation in ISO-NE load response programs are not included here due to the fact that the original C&LM base plan and the Scenario 1 plan already capture a significant level of savings from those programs.  

SECTION I: C&I
Load response and direct load control systems will be deployed to reduce demand during critical peak periods.  These systems would be activated during ISO-New England’s Critical Peak periods, when ISO-NE’s forecasted day-ahead peak demand is 95% of the peak forecast.  This effort is separate from load response, which is deployed during ISO-NE OP-4 reliability events.

Packaged central air conditioning equipment and other targeted customer loads, such as additional lighting system dimming,( beyond the daily dimming operation protocols),will be aggressively pursued.  The delivery of these technologies would be leveraged through existing vendor networks in the EO, O&M and Small Business Programs.  Integration of these systems into new facilities would be promoted with architects and engineering firms through the ECB program.

SECTION II: Residential Programs  

The approach for the Residential segment is similar.  For example, for Residential new construction, the further deployment of direct load control systems to reduce demand during ISO-NE’s Critical Peak periods will also be pursued for packaged central air conditioning equipment, pool pumps and water heating.  The coordination of the installation of direct load control with advanced HVAC systems and on-site renewable energy will provide significant impact to this market segment.  In the HES program, direct load control system installation would become an integral part of the program delivery.  

CHAPTER FIVE:  FUNDING REQUIREMENTS AND POTENTIAL FUNDING SOURCES 

As was stated previously, the Scenario 2 plan represents a significant increase in total program funding -- $167 to $187 million total in 2010.  Although some of the funding required to implement this plan is not yet identified, some new sources of funding reduce the gap between current funding and Scenario 2 proposed levels.

The table below summarizes the coordinated approach to administration, development, implementation, and delivery of demand resources programs in Connecticut.  The coordination of planning and administration helps to ensure seamless and efficient delivery of services to customers and reduces confusion in the market.

Funding Sources, Coordination, and Administration of Demand-Side Resources in Connecticut


Ratepayer/Customer Funding Sources for Demand-Side Measures


C&LM/CEEF
Class III Credits
EIA/FMCC Mitigation
Transition Period & Forward Capacity Market
Greenhouse Gas RGGI Model Rule

Estimated Annual Funding


$70M in 2006 

$70M in 2007

$90M in 2007 if state assumes repayment of RRBs

Potential expansion of funding 


To Be Determined
Phase 1 Initiatives Funded largely by C&LM in 2006

($12.3M)

Funding level of $25.2 M planned for   2007
Transition Period:

$1.25 M for 2007; $3 M for 100 MW

Forward Capacity Market:

3.6 M for 50

MW in 20111
$47M for 50 MW in 2011 program year for 13 years1
Note 1: FCM capacity market estimated at $6/kW-mo
$8M in 2010 assuming 25% consumer allocation and carbon price of $3 per ton



Coordinated and Efficient Program Planning and Implementation


Demand-Side Programs

Energy Efficiency, Load Management, and Load Response



Effective and Efficient Program Administration; 

ECMB Advisory Role and DPUC Decisions


Distribution Utilities Administer the Programs

ECMB Review and Advise

DPUC Decide


Clear (Not Confusing), Coordinated, and 

Seamless Delivery in the Market


Customers

Vendors, Contractors, Retailers



Additional State Funding

A key piece of the funding for this plan would come from the elimination of the rate reduction bonds and restoration of those funds.  This would result in approximately $90 million of overall funding and would provide a fully funded Scenario 1.  

The restoration of the total funds previously diverted would result in a one time revenue of $100 million that could be spread over several years (2007-2010) and begin to close the funding gap.

Forward Capacity Market, Transition and Auction 
The ISO-NE Forward Capacity Market (FCM) also provides a potential revenue stream.  The transition period payments have begun and are $3.05/kW per month.  The transition period payments increase until the market is fully implemented in 2010.The FCM payments will be a valuable supplemental funding source in the future, but not until mid-2010 given the current FCM schedule.

Energy Independence Act and FMCC 
The current C&LM base plan includes a continuation of the DPUC Docket No. 05-07-14 Phase 01 Near-term (through 2008) programs and initiatives approved by the Department.  Budgets and funding for 2007 and beyond is at the discretion of the DPUC.  The approved funding for these programs and initiatives needs to continue to ensure the existing and new capacity resources remain in place during the critical summer seasons of 2007 and 2008.

Connecticut Class III Portfolio Standard
The Connecticut Class III Renewable Portfolio Standard (RPS) was created through the Energy Independence Act (EIA).  The June 28, 2006 final Decision in Docket 05-07-19 effectively created an on-line trading mechanism for renewable energy credits resulting from energy efficiency and CHP projects implemented at C&I facilities.  Trading of these credits is planned to begin in 2007.  The value of these credits is unknown at this time, however, the Companies are poised to capture any monetary value resulting from trading these credits on behalf on the Fund.  

Regional Greenhouse Gas Initiative 
The Regional Greenhouse Gas Initiative (RGGI) could provide approximately $8 million in supplemental funding to the Scenario 2 Portfolio Plan in 2010, assuming a consumer allocation of 25% and a carbon price of $3 per ton.  

Other Potential Sources of Funding 
In addition, there could be potential additional funding through the financial/insurance sector, FEMP, Treasurer and venture capital/hedge funds (each of these areas have multiple possibilities to both invest in and profit from energy efficiency), which should be explored.  
� Docket 06-10-02


� The DPUC has expressed some reservations regarding the relative cost of the HES program cost and have provided “start slow” guidance.  This would have to be specifically addressed to allow expansion to both Scenario 1 and Scenario 2 levels.
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