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OCC Newsletter

Fall 2004
United Illuminating Pension Decision Rescinded by DPUC

On February 18, 2004, the Department of Public Utility Control (Department) issued a Decision in Docket No. 01-10-10RE03 (Decision) where-in it approved, with adjustments, a Settlement submitted by the United Illuminating Company (UI or Company) and the Prosecutorial Unit of the Department (PRO).  The Settlement would have granted UI an increase in revenues of $10.5 million for increased pension and post retirement benefit expenses.  The Department’s Decision reduced the relief amount from $10.5 million to $5.2 million, and ordered any sharing over the allowed rate of return of 10.45% to be changed from a 75% ratepayer/25% shareholder ratio to 100% for ratepayers.  

The OCC filed an appeal of the above Decision on April 20, 2004 (Appeal).  In the Appeal, the OCC alleged that the Decision violates single-issue ratemaking principles, and violates the basic principles of ratemaking by failing to take into account known and measurable changes.  By Decision dated April 28, 2004, the Department, on its own motion, reopened the prior decisions for additional proceedings in the instant matter.  

On August 11, 2004, the Department issued a Final Decision that rescinded the Department’s February 18, 2004, Decision which stated:
Upon review of the issues contained in the OCC Appeal
 the Department determined it necessary to reassess the February 18, 2004, Decision to determine whether it comported with the traditional rate making principles generally utilized by the Department.  Therefore, pursuant to Conn. Gen. Stat. Section 4-181a the Department reopened this proceeding and provided opportunity for the parties to present further evidence. No party presented any evidence at the hearing though legal argument was entertained…… 

Upon further consideration the Department concludes that the Decision in this matter does not fully comport with the traditional rate making principles generally utilized by this Department.  Accordingly, the Department has determined that the Decision must be reversed.  Therefore, as of the date this Draft Decision becomes final, UI shall cease billing for the increase.

OCC was pleased by the Department’s move to rescind the prior Decision that allowed UI to divert $5.2 million of competitive transition assessment (CTA) funds that were used to pay down stranded costs.  This will result in UI’s stranded cost balance to be paid-off more rapidly. 

Yankee IERM Settlement Approved

On August 4, 2004, the Department of Public Utility Control approved a Settlement Agreement between the Yankee Gas Services Company (Yankee) and the OCC.  The Settlement Agreement, that was reached on April 27, 2004, resolved the ratemaking treatment of approximately $30 million in capital expenditures that resulted from the Yankee’s Infrastructure Expansion Rate Mechanism (IERM) program in a manner that is favorable to ratepayers.  Under the approved Settlement, Yankee ratepayers would receive the benefits of funding reduced revenue requirements on $20,317,904 that resulted from the IERM program.  This results in reduced revenue requirement savings of $617,385 annually for each of the next eight years, for a total benefit to ratepayers of approximately $5 million.  Additionally, ratepayers would receive a refund of approximately $2.9 million for the 2004 and 2005 heating season.  With the approval of the Settlement by the DPUC, the IERM program would no longer exist, therefore ending the administrative and regulatory burdens and litigation costs associated with the IERM program.  OCC had originally appealed the DPUC Decision that created IERM to the State Superior Court, and subsequently to the State Appellate Court.  The Department’s approval of that Settlement ends future litigation surrounding OCC’s appeal.

RTO-NE 

On October 31, 2003, ISO New England Inc. (ISO-NE) and the New England Transmission Owners (NE-TOs or TOs) filed a request with the Federal Energy Regulatory Commission (FERC) for approval to create a Regional Transmission Organization for New England (RTO-NE).  

This filing was only supported by 20% of the New England Power Pool (NEPOOL) Participants, the transmission owners.  NEPOOL filed a protest stating, among other things, that ISO-NE and the TOs lacked the legal authority to make the filing under Section 205 of the Federal Power Act.  

OCC joined in a protest of the filing with other ratepayer advocate offices in New Hampshire, Massachusetts and Maine urging the Commission to reject the ISO and TO Filing.  The New England Advocates’ fundamental opposition to this filing is that it represents a step backwards in the efforts over the last several years to improve upon the wholesale electric system structures that have served New England well since 1971.  There has been no showing that any quantifiable benefits will result from the creation of the proposed RTO-NE.  

On March 24, 2004, FERC issued an Order granting RTO status conditioned on several items, and directed ISO-NE and the TOs to make a compliance filing addressing those issues, which included NEPOOL’s rights under the existing arrangements.  This entailed several months of negotiations among the parties.  It resulted in a Settlement Agreement, between ISO-NE, the TOs, NEPOOL and certain NEPOOL participants, which was filed on September 14, 2004.  

OCC continues to be skeptical that any benefit will arise from the proposed conversion of ISO-NE to an RTO.  NEPOOL, which has operated the power pool for the last thirty years, already has been providing the benefits of an RTO for New England.  The existing NEPOOL structure, with ISO-NE operating as NEPOOL's contractor, has provided diverse interests, including ratepayers, generators, marketers, transmission owners and others, with the ability to have significant participation in regional decisions.  In contrast, we expect that the transmission owners will have a dominant influence over RTO-NE, and that costs to New England retail consumers will increase unnecessarily. 

Aquarion Rate Case

During July and August, the OCC participated in hearings regarding the rate increase request of Aquarion Water Company of Connecticut.  Aquarion is seeking an approximate $15.6 million increase in rates.  

Through many days of hearings, the OCC cross-examined Company witnesses on various expense levels of the Company, forecasted revenues and ratepayer benefit of recent land sales by the Company.  Additionally, the OCC provided testimony on return on equity, capital structure issues and rate design. Through analysis of the Company’s rate increase proposal, the OCC determined that the Company’s rates should be reduced by approximately $4 million.  Adjustments made by the OCC include a reduction in the Company’s proposed return on equity, decrease in depreciation expense and immediate recognition of land sale benefits to ratepayers.  The OCC filed a detailed brief to the Department of Public Utility Control (“DPUC”) outlining its positions that result in the rate decrease.

On October 27, the DPUC issued its final decision in this matter.  In its decision, the DPUC ordered the Company to reduce its rates by approximately $2.4 million.  Adjustments included reducing the Company’s return on equity to 9.75% from the requested 11.5% as well as crediting ratepayers with 100% of the land sale benefits.

Connecticut Energy Advisory Board Update

About a year ago in our Fall 2003 newsletter, we reported on the new Public Act 03-140, and the actions taken by the newly reconstituted Connecticut Energy Advisory Board (CEAB) on which the Office of Consumer Counsel is a member.  CEAB is responsible for long-term planning activities for energy resources and facilities in the state in line with the state energy plan and policy.  The CEAB has taken a number of important actions in its first year.  Of note are the following:

1. Preparation and submission of a state energy plan to the Legislature; February, 2004,

2. Organization of a Symposium of Experts on the Benthic Habitats of Long Island Sound vis-à-vis energy projects affecting Long Island Sound; July, 2004,

3. Dissemination of a Request for Information and a follow up Request for Proposal to identify a team of experts to assist CEAB in its statutory responsibilities (i.e. to develop a request for proposal (RFP) process for energy solutions and to obtain expert assistance to evaluate projects and provide reports to the Connecticut Siting Council, (“CSC”), on its evaluations); July-October, 2004,

4. Development of Draft Preferential Criteria and public dissemination for comment; September, 2004 and

5. Organization of a Public Hearing on Preferential Criteria on October 14, 2004 at the Legislative Office Building.

By December 2004, the CEAB must have its process in place to be able to initiate RFPs, evaluate energy applications filed at the CSC within a 60 day window and provide the CSC with reports on CEAB evaluations.  A continuing busy time is ahead for CEAB!

Department Decision Turns on OCC Consultant Input

The Connecticut Department of Public Utility Control's (Department) July Decision concerning Conservation & Load Management for the two prominent Connecticut electric utilities (The Connecticut Light and Power Company and United Illuminating Company) (the Companies) ordered changes to the Incentive Mechanism joint program delivery and setting of program goals.  This includes the tracking of both program performance and program evaluations.  Most, if not all, of the basis for the Department's radical changes regarding how the Conservation & Load Management's budget will be allocated and spent, hinged on the reports, testimony and appearance of OCC's consultant, Optimal Energy, Inc. of Vermont.

The Department also recommended to the Energy Conservation Management Board (ECMB - the advisory board to the Department and the Utilities) to work closely with the Companies to meet the orders, as directed in the Decision.  Among some of the findings, orders, or recommendations are that the Companies adopt "umbrella" program names statewide, consolidation of administration of some of the Companies' programs and the OCC Consultants recommendations of a matrix as a guide to cross-sector performance incentives.  While the Department did not reduce the total level of the incentive amount available to the Companies, its basis will be based on the Companies’ budget limits.  Most important is that goal setting must have a more rigorous oversight, and there will be third-party program evaluations.  Additionally, the Companies must develop a Technical Reference Manual.

While the above are the highlights and major changes/additions that resulted from the hard work of the participants in the process, the OCC is also proud of one additional Department order.  That is to develop and implement a Conservation Fund logo for use on all C&LM marketing material.  This will give the fund an identity, over and above the Companies that administer the fund, and help catapult Connecticut to the front as the “Energy Efficient state”.

The OCC looks forward to being part of the process, and promises to keep a watchful eye as the Department orders are carried out and implemented.

DPUC Issues Decision On Clean Energy Choice Program

Connecticut consumers will soon be able to choose to meet their electricity supply needs through cleaner, renewable energy sources.  On October 20, 2004, the Department of Public Utility Control (“DPUC”) issued a final Decision in a docket that will allow consumers to choose to sign up with one of two renewable energy certificate (“REC”) suppliers.  The suppliers will be chosen through a competitive bidding process that will be conducted soon.  The program is expected to begin in Spring 2005, and customers will be able to sign up through a utility bill insert, or by contacting their preferred REC Supplier.

Ratepayers who choose to participate in this clean energy program will be promoting the replacement of fossil fuel electricity generation sources with renewable sources, such as fuel cells, wind power, solar, certain forms of hydroelectric power, etc.  Participating customers will agree to pay a small premium on their electricity bills in order to advance the environmental and technological benefits of renewable energy.  

Over the past few years, New England and nearby regions have developed secure systems for trading the renewable attributes of power.  This system creates a renewable energy certificate, or REC, each time that a renewable energy source generates one megawatt-hour of renewable energy.  When a customer participates in Connecticut’s new program, RECs representing the customer’s energy usage must be given by the renewable energy source to the customer’s chosen REC Supplier, and then the REC Supplier delivers the RECs to the utility for cancellation.  In this way, each participating customer will promote the development of renewable energy on a regional basis.  Systems are in place to prevent double counting of RECs, so there should be little risk that a renewable energy source could sell the environmental attributes of the same unit of power generated to a Connecticut customer, and to a customer of another state.  At the customer’s option, either 50% or 100% of the customer’s electricity usage will be “covered” by RECs.  

A name and logo are currently being developed for this program.  Once a customer signs up, there will be no obligation to remain with the program in the following month.  The program is currently scheduled to continue for three years from the date of program rollout, at which time the DPUC will revisit the program.  

The Connecticut Office of Consumer Counsel is an independent state agency authorized by statute to act as the advocate for consumer interests in all matters which may affect Connecticut consumers with respect to public service companies, electric suppliers and persons, and certified intrastate telecommunications service providers. 

The Office of Consumer Counsel is authorized to appear in and participate in any regulatory or judicial proceedings, federal or state, in which such interests of Connecticut consumers may be involved, or in which matters affecting utility services rendered or to be rendered in this state may be involved.  

Contact The OCC at: 
(860) 827-2900

Web-site www.occ.state.ct.us
Email: Occ.info@po.state.ct.us
� The Department views the Appeal as a change in circumstances sufficient to warrant the reconsideration of its February 18, 2004, Decision.
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