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TENTATIVE DETERMINATION TO ISSUE AN
APPROVAL WITH CONDITIONS of the

Connecticut Energy Efficiency Fund’s
Electric and Natural Gas Conservation and Load Management Plan for 2016 through 2018

Via Electronic Mail
December 14, 2015

Christopher Bernard

Manager - Regulatory Policy & Strategy, CT
As Agent for CL&P and Yankee Gas

doing business as Eversource Energy

107 Selden Street

Berlin CT 06037

Re: Connecticut Energy Efficiency Fund’s Electric and Natural Gas Conservation and Load
Management Plan for 2016 through 2018, submitted pursuant to Connecticut General
Statutes Section 16-245m(d)

Dear Mr. Bernard:

On October 1, 2015 the Bureau of Energy and Technology Policy of the Connecticut Department of
Energy and Environmental Protection (DEEP) received the 2016-2018 Electric and Natural Gas
Conservation and Load Management (C&LM) Plan (Plan), dated October 1, 2015. This Plan was
submitted by Eversource Energy (Eversource), The United llluminating Company (Ul), Connecticut
Natural Gas Corporation (CNG) and The Southern Connecticut Gas Company (SCG), together, “the
Companies,” pursuant to Connecticut General Statutes section 16-245m, in consultation with the
Connecticut Energy Conservation and Management Board [aka Connecticut Energy Efficiency Board,
or “the Board”]. ‘

On October 14, 2015 the Board submitted to DEEP a letter of support for the Plan, reflecting the
Board’s approval of the Plan at its September 24, 2015 meeting.

DEEP has completed its review of the Plan. The Connecticut Energy Efficiency Fund’s 2016-2018
Electric and Natural Gas Conservation and Load Management Plan and its associated Connecticut
Program Savings Document, 11" Edition for 2016 Program Year, is approved with the conditions
and schedule of compliance identified in Attachment A. DEEP’s approval is based on the findings
below:
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Finding 1: Statutory Consistency

DEEP has reviewed the Plan and finds that it is consistent with Connecticut General Statutes Section
16-245m, Connecticut’s Comprehensive Energy Strategy, and Connecticut’s Integrated Resources
Plan. In approving with conditions this energy efficiency investment plan the Department is seeking
to reduce capacity and energy costs for all customers to advance Connecticut’s Comprehensive
Energy Strategy. Consistent with Connecticut’s 2012 and 2014 Integrated Resources Plans, this
Plan advances Connecticut’s progress in ensuring that energy resource needs are first met “through
all available energy-efficiency and demand reduction resources that are cost-effective, reliable, and
feasible.” CGS 16a-3a. DEEP is specifically authorized to review and approve the Plan to ensure that
the Plan includes “a detailed budget sufficient to fund all energy efficiency that is cost effective or
lower cost than acquisition of equivalent supply.” CGS 16-245m(d)(1).

Finding 2: Concurrence with Plan and DEEP policy priorities

The Plan reflects DEEP’s policy priorities, provides details about refined program designs, strategies
for reaching targeted customer segments, and emerging technologies that will advance
Connecticut’s energy efficiency goals. The 2016-2018 C&LM Plan emphasizes action in three critical
areas including:
e acommitment to high-quality program performance to achieve savings and benefits for
residents and businesses;
e comprehensive customer energy solutions and whole building approaches focused on -
meeting customer needs; and
e marketing, outreach, and web-based customer engagement through Energize Connecticut
to reach customers with tailored information and services, and targeted program offerings
based on market segment analyses.

We concur with these areas of focus and appreciate the Plan’s prioritizations of DEEP’s policy
priorities for the Plan, which includes specifically actionable items that will:
e Maintain continuity, momentum, and continuous improvement;
e Close gaps to scale and broaden reach of programs to provide services to new or
underserved markets and achieve comprehensive and deeper savings;
e Tailor program offerings to enhance customer engagement;
e Increase program effectiveness to advance Connecticut’s climate change action plan and
the integration of efficiency with community and corporate sustainability efforts;
e Ensure functional connections between energy efficiency and renewables;
e Mainstream energy efficiency and continue market transformation; and
e Advance the capacity of our clean energy workforce through training and education.

Finding 3: Completion of Program Cost-Effectiveness Review

Pursuant to Connecticut General Statues Section 16-245m(d)(3), DEEP has reviewed the cost-
effectiveness of the programs in the Plan, and summarized our review in Attachment B. In the Plan,
the Companies provide detailed information on the development of their programs’ savings goals,




Letter to Mr. Christopher Bernard
Approval with Conditions of 2016-2018 C&LM Plan
Page 3

as well as their individual benefit/cost ratio models, demonstrating that they are seeking to acquire
all cost-effective energy efficiency resources.

Benefit/Cost testing for the 2016-2018 Plan continues the use of the Utility Cost Test, Modified
Utility Cost Test, and Total Resource Cost Test. The Companies primarily use the Utility Cost Test
that emphasizes the benefits associated with reduced demand on the energy supply system. In the
case of the low-income program, DEEP has determined that a Total Resource Cost (TRC) test that
weighs the impact of societal benefits and costs associated with implementation of services to low-
income households satisfies the requirement for cost-effective programs.

DEEP concurs with the approach described in Chapter 7 of the Plan for calculating cost
effectiveness. This includes the use of the Companies’ Program Savings Document and the
application of the results of the regional Avoided Energy Supply Costs in New England: 2015 Report
which was completed on March 27, 2015 and revised on April 3, 2015. (R. Hornby et al.)

The Companies have estimated that based on the Avoided Energy Supply Costs in New England:
2015 Report, total benefits for the electric programs will decrease by approximately 10 percent.
DEEP acknowledges that lower avoided costs, as well as other market factors, including more
stringent codes and standards, the mainstreaming of energy efficient lighting, and the saturation of
certain markets will lead to increasingly challenging savings goals and higher costs to achieve
additional savings.

Finding 4: Determination of Equitable Distribution

Pursuant to Connecticut General Statutes Section 16-245ee, before approval of any C&LM Plan
submitted by the Companies and the Board, DEEP must determine that an equitable amount of the
Connecticut Energy Efficiency Fund is “deployed among small and large customers with a maximum
average monthly peak demand of one hundred kilowatts in census tracts in which the median
income is not more than sixty percent of the state median income.” DEEP’s review of the 2013 data
found that the overall distribution of the Connecticut Energy Efficiency Fund was equitably
deployed in 2013. DEEP is currently reviewing data from 2014 and will analyze data from 2015
when it becomes available in 2016. The distribution proposed in the 2016-2018 Plan is similar or
better focused on ensuring an equitable distribution and therefore DEEP has determined that the
Plan proposes an equitable deployment of the Connecticut Energy Efficiency Fund.

Finding 5: Parity Among Customer Classes

DEEP also notes that the Plan included a budget and parity analysis between the residential
customer class and the commercial and industrial class, demonstrating that budget distributions are
closely commensurate with estimated contributions. This means that the allocation of revenues is
proportionate to the consumption of each class. See charts below:
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Statewide (Eversource CT Electric and Ul) 2016 EE Budget and Parity Analysis
EE Budget By Customer Class EE Revenue By Customer Class
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Statewide (Eversource CT Electric and Ul) 2018 EE Budget and Parity Analysis
EE Budget By Customer Class EE Revenue By Customer Class
Res. Income
Eligible Res, Income
13% Eligible
13%
Res. Non
Incomne Eligible Res. Non
30% Income Eligible
30%

Source: 2016-2018 Electric & Natural Gas Conservation & Load Management Plan (PP. 44-46)

Finding 6: Opportunities for public comments were provided

An opportunity for written comment was provided to receive public input on the Plan submitted to
DEEP, and a public meeting was held on October 28th, 2015 regarding the Plan. A summary of
comments received regarding the Plan is found in Appendix D of the Plan.

[Further detail on the opportunity for public comment on DEEP’s tentative determination to approve
the Plan with conditions will be added when the determination is finalized.]

Finding 7: Confirmation of Revenue Estimates for the Plan’s Implementation

The Connecticut Energy Efficiency Fund includes revenue from several sources. The primary
funding sources for the 2016-2018 Plan is the three-mill charge and the electric three-mill
Conservation Adjustment Mechanism (CAM) less gross receipts tax (GRT) assessed on customers’
electric bills. Additional funding sources come from the contributions from natural gas customers
(on firm rates) through the natural gas CAM. Additional funding sources come from the Regional
Greenhouse Gas Initiative (RGGI) and the Independent System Operator-New England’s (ISO New
England) Forward Capacity Market. The year 2016 marks the first year without revenue from the
sale of Class Il Renewable Energy Credits, as Public Act 13-303 removed the assignment of Class llI
Renewable Energy Credits to activities associated with the Companies’ Conservation and Load
Management Plan.

The tables below summarize estimated statewide funding for electric and natural gas energy-
efficiency programs for the 2016-2018 Plan.
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Electric Program Funding Sources®

2016 ES 2016 2017 ES 2017 2018 ES 2018
CT Electric 2016 UI Combined CTElectric 2017 Ul Combined CT Electric 2018 Ul Combined
Revenues  Revenues Total Revenues Revenues Total Revenues Revenues Total
Collections
(Mill Rate) $66.7 $15.9 $82.6 $66.8 $15.7 $82.5 $65.8 $15.5 $81.4
1SO New England $9.7 S2.7 $12.4 $20.2 $5.2 $25.4 $20.4 $4.5 $24.9
RGGI $16.7 $4.2 $20.8 $17.1 543 $21.4 $17.5 $4.4 $21.9
CAM
(Net of Gross
Receipts Tax) $62.0 $14.8 $76.9 $62.1 $14.6 $76.7 $61.2 $14.5 $75.7
TOTAL (Energy
Efficiency
Revenues) $155.1 $37.6 $192.7 $166.2 $39.8 $206.0 $164.9 $39.0 $203.9
* In millions. ’

Source: 2016-2018 Electric & Natural Gas Conservation & Load Management Plan (Pg. 30)

Natural Gas Program Funding Sources*

2018 Conservation
Adjustment
Mechanism

2017 Conservation
Adjustment
Mechanism

2016 Conservation
Adjustment
Mechanism

Natural Gas Energy
Efficiency Revenues

Eversource CT Gas -
Revenues $20.4 $24.2 $26.9
Connecticut Natural

Gas Revenues $15.9 $16.6 $17.3
Southern Connecticut

Gas Revenues $11.4 $14.1 $14.7
Total Energy-

Efficiency Revenues $47.7 $54.9 $59.0

*In millions.
Source: 2016-2018 Electric & Natural Gas Conservation & Load Management Plan (Pg. 31)

Finding 8: Inclusion of steps needed to weatherize 80% of the state’s residential units by 2030,
The Plan provides a whole house approach to increase the performance of homes of all housing
types and from all construction eras. Incentives and programs are aligned to advance progress in
weatherizing homes for households of all income levels, though DEEP believes continued focus on
ensuring increased participation among low-income and moderate households continues to be
necessary.
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Importantly, in the Plan the Companies summarized the status of quantifying the scope and scale of
barriers to weatherization. This practice helps depict the concerns associated with many homes in
Connecticut, and should be continued as part of an annual report to DEEP which DEEP would share
with the Department of Housing, Department of Public Health, and which would be available to
other interested parties. Pre-weatherization barriers include, but are not limited to: asbestos, knob
and tube wiring, mold, and unvented appliances. Such an annual report should include charts and
the information contained in the Plan’s summary of the issue. The report should summarize the
data that Eversource collected from Home Energy Solutions contractars for visits performed since
January 2014. The report should include updated charts that depict the results of the Home Energy
Solutions contractor barrier reporting. The report will assist with quantifying the level of funding
and financing that may be needed to remediate health and safety barriers, which is an important
ongoing step needed to achieve the 80 percent weatherization goal by 2030.

Finding 9: Areas of further refinement and conditions of approval

We believe some further refinement of the Plan is important and necessary. Consequently, DEEP
has included a Schedule of Compliance for Conditions of Approval, including required modifications
and requirements to submit reports on certain topics, as detailed in Attachment A.

Further, DEEP notes that the Companies will be submitting, in 2016, Demonstration Projects for
grid-side system enhancements to integrate distributed energy resources, such as conservation and
load management, pursuant to Section 103 of June Special Session Public Act 15-5, An Act
Implementing Provisions of the State Budget for the Biennium Ending June 30, 2017, Concerning
General Government, Education, Health and Human Services and Bonds of the State. By statute,
such projects must complement and enhance the programs, products and incentives available
through the Connecticut Energy Efficiency Fund. The Department looks forward to engaging with
the Companies and the EEB on consideration of ways that the forthcoming Demonstration Projects
may build on and integrate the programs and incentives supported by the 2016-2018 C&LM Plan.

Summary of Benefits

The Plan represents a critical investment toward all cost-effective energy efficiency in Connecticut
over the next three years, in which enough energy will be saved to power a 262 megawatt power
plant.

The Plan builds on the momentum established three years ago with the state’s commitment to
increase investments in energy efficiency that resulted in an almost doubling of investments in 2014
as compared to 2013. Activities of the Connecticut Energy Efficiency Fund in 2014 resulted in 3.2
million tons of carbon dioxide emissions reductions, saving Connecticut’s residents and businesses
$81 million in savings for 2014 more than $978 million in savings achieved over the lifetime of the
energy efficiency investment.

The 2016-2018 Plan builds on that success of increased investment. Implementation of this Plan
will provide environmental and economic benefits to Connecticut by reducing carbon emissions by
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an estimated 459,174 tons per year, and will create a net economic lifetime benefit of $1.39 billion
dollars. For every one dollar invested, Connecticut’s residents receive $2.80 in benefits.

The table below provides a summary of the projected annual savings from the Electric Companies’

energy-efficiency programs in the 2016-2018 Plan and percentage of electric sales.

Electric Companies—Summary of Annual Savings and Percentage of Sales

2016 2017 2018 2016-2018
Annual Annual Annual Annual
GWh | Savings | % of | GWh | Savings | %of | GWh | Savings | %of | GWh | Savings | % of
Company Sales | (GWhs) | Sales | Sales | (GWhs) | Sales | Sales | (GWhs) | Sales | Sales | (GWhs) | Sales
Eversource ;
(cT)
Electric 22,246 | 314.0 | 1.41% | 22,268 | 331.8 | 1.49% | 21,947 | 350.5 | 1.60% | 66,461 996.3 1.50%
United
Hlluminating | 5,293 78.0 1.47% | 5,221 84.8 1.62% | 5,182 83.2 1.61% | 15,696 246.0 1.57%
TOTAL 27,539 | 392.0 |1.42% | 27,489 | 416.6 | 1.52% | 27,129 | 433.7 | 1.60% | 82,157 | 1,242.3 | 1.51%
Source: 2016-2018 Electric & Natural Gas Conservation & Load Management Plan (Pg. 29)
The table below provides a summary of the projected annual savings from the Natural Gas
Companies’ energy-efficiency programs in the 2016-2018 Plan and percentage of natural gas sales.
Natural Gas Companies—Summary of Annual Savings and Percentage of Sales
2016 2017 2018 2016-2018
Annual Annual Annual Annual
MMCF | Savings | % of MMCF | Savings | %of MMCF | Savings | % of MMCF | Savings | % of
Company Sales | (MMCF) | Sales Sales | (MMCF) | Sales Sales | (MMCF) | Sales Sales | (MMCF) | Sales
Eversource
(CT)
Natural Gas | 49,510 281.7 0.57% | 55,249 341.2 0.62% | 61,411 396.4 0.65% | 166,170 | 1,019.3 | 0.61%
Southern
Connecticut
Gas 30,070 144.1 0.48% | 31,546 186.4 0.59% | 33,017 195.7 0.59% | 94,633 526.2 0.56%
Connecticut
Natural Gas | 35,765 232.6 0.65% | 37,414 238.8 0.64% | 39,025 248.4 0.64% | 112,204 719.8 0.64%
TOTAL 115,345 | 658.4 | 0.57% | 124,209 | 766.4 | 0.62% | 133,453 | 8405 | 0.63% | 373,007 | 2,265.3 | 0.61%

Source: 2016-2018 Electric & Natural Gas Conservation & Load Management Plan (Pg

.30)
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Conclusions

This Plan advances Connecticut’s progress in ensuring that energy resource needs are first met
“through all available energy-efficiency and demand reduction resources that are cost-effective,
reliable, and feasible.” CGS 16a-3a. DEEP is specifically authorized to review and approve the Plan
to ensure that the Plan includes “a detailed budget sufficient to fund all energy efficiency that is
cost effective or lower cost than acquisition of equivalent supply.” CGS 16-245m(d)(1). The Plan
will provide three years of increased investments in energy efficiency and some important
refinements and updates from previous years. These refinements and updates reflect expectations
that Connecticut will continue to experience increasing demand for energy efficiency programs.
Over the 2016-2018 time period implementation of the Plan will achieve 1,242 annual GWh savings
and 2,265 MMocf savings, enough to power 147,000 homes for one year (2016-2018 Electric &
Natural Gas Conservation & Load Management Plan, Pg. 28).

DEEP looks forward to working collaboratively with the Board and the Companies to implement this
three-year conservation and load management plan. DEEP is confident that the Companies and the
Energy Efficiency Board will continue to successfully collaborate on the effective implementation of
energy efficiency investments in Connecticut, and looks forward to the continuous increase in
resource savings and the resulting economic and environmental benefits for Connecticut.

If you have any questions, please contact Diane Duva, Director of DEEP’s Office of Energy Demand,
at 860-827-2655 or Diane.Duva@ct.gov or Walter McCree, Research Analyst of DEEP’s Office of
Energy Demand, at 860-827-2644 or Walter.McCree@ct.gov.

Sincerely,
~7

s A5 L_//‘/Z = /, /g
Traey R. Babbidge, Bureau Chief =
Attachment A: Schedule of Compliance for Conditions of Approval

Attachment B: Summary of Program Cost Effectiveness Review

f

Electronic Copy:

Matthew Gibbs, Director, Energy Efficiency Implementation, Eversource Energy
Patrick McDonnell, Senior Director of Conservation & Load Management, UI/CNG/SCG
regulatory@eversource.com

uiregulatory@uinet.com

William Dornbos, Chair, Connecticut Energy Efficiency Board

Taren O’Connor, Vice-Chair, Connecticut Energy Efficiency Board

Craig Diamond, Executive Secretary, Connecticut Energy Efficiency Board

Jeffrey Gaudiosi, Executive Secretary, CT Public Utilities Regulatory Authority (PURA)
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[Notice of this approval with conditions should be provided to PURA in the Companies’ Annual
Reconciliation of the Conservation Adjustment Mechanisms, anticipated to be submitted in the first
quarter of calendar year 2016.]
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