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Connecticut Light & Power is pushing a major change in how it calculates power bills to shore up sales in
the face of pressure from energy efficiency, conservation and renewables like rooftop solar.

Joining a push by electricity companies around the country, the state's largest distribution utility is requesting a nearly
60 percent increase in the fixed fee that lands on its residential customers' monthly bills next to a half-dozen charges
that are based on how much power is used.

The current residential service charge of $16 a month, under the proposal, would jump to $25.50 a month, increasing
the fixed portion of an average customer's bill to nearly 20 percent from 12 percent. A spokeswoman for Northeast
Utilities, Connecticut Light & Power's parent company, said the increase was tempered and not as high as it should
have been.

Connecticut Light & Power makes investments in poles, wires and meters that it says are necessary whether customers
take a lot of a little from the electric grid, while its rates are mostly based on how much power is used. The company,
arguing that its revenues should be as sure a thing as its costs, says it will continue to push for its rates to be more
fixed, and less based on how many kilowatt hours are sold.

This view is ricocheting throughout the electricity industry, experts said, as energy efficiency, conservation and rooftop
solar power result in lower kilowatt-hour sales at power companies, which for decades relied on demand growth every
year.

The $117 million shortfall Connecticut Light & Power is seeking to close through its pending rate case is likely to be
approved in one form or another. What is becoming a major issue for customers and energy industry experts is how
much of the increase should be included in the service charge versus the per kilowatt hour charge.

The company's philosophy behind rates was laid out in testimony by Charles R. Goodwin, Northeast Utilities Service
Company's director of rates and forecasting. In it, he said challenges from energy efficiency and distributed generation
have caused a downward trend in billed revenue per customer. And in response, the company has pushed to have more
of its bills based on the cost of service, rather than the volume of energy sold.

"CL&P will look to increase customer charges as close to cost of service levels as is practically possible, thereby
reducing the recovery of fixed costs via variable per [killowatt hour] rates,” he said in June 9 testimony in the rate case,
which was filed with the state Public Utilities Regulatory Authority.

If Connecticut energy regulators approve the rate case as proposed, energy industry experts say it would chip away at
the business case for investing in energy efficiency and distributed renewable energy, two major adversaries of the
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legacy electricity system of which Connecticut Light & Power is a major player.

Some, like Karl R. Rabago, executive director of the Energy and Climate Center at Pace University in New York, take
issue with the view that utilities like Connecticut Light & Power need to get paid in the same manner in which they
make investments. Rabago said that thinking is found nowhere in the canon of economic literature.

"If that were the case, there would be a cover charge on coffee shops,"” said Rabago, who has served as a public utility
commissioner in Texas and deputy assistant secretary at the U.S. Department of Energy. He called the rush of power
companies to fixed charges a "choir effect” and their philosophy of having fixed revenues for fixed costs "a meme in
the utility world."

The state's main advocate for consumers in utility matters, the Office of Consumer Counsel, said it was concerned
about the change in how the rates are designed. Undermining consumers' control of their bills in this way runs counter
to long-established public policy goals that support energy efficiency and conservation and receive hundreds of
millions of dollars of ratepayer support each year, said Richard E. Sobolewski, the office's supervisor of utility
financial analysis.

"We plan to hit it pretty hard in the rate case,” Sobolewski said.

As late as 2000, the service charge, now $16, was $8.10. Currently, other Northeast Utilities companies charge either
$6 or $12.

William Dornbos, Environment Northeast's director in Connecticut, said the service charge would be the highest in the
Northeast and result in customers having less control over their bills.

"We need a modernized power grid that increases consumer control over home energy use and this unprecedented
increase would move us away from that important goal,” he said.

"If rates do ultimately go up, and we're not sure that they need to, at least not this much, we think customers would, at
a minimum, prefer it happen on the portion of their bill that they can actually control through energy efficiency and
other smart energy measures."

In addition to the effects on energy efficiency and renewables, experts say the movement to more fixed service charges
would hurt low-use customers.

Carl Linvill, principal with the Regulatory Assistance Project, a Montpelier-based energy policy research organization,
said in a February research paper that increased fixed charges cause disproportional bill increases for low-use
customers, increases in energy consumption, and "less financial incentive for customers to install energy efficiency or
onsite generation."

He said utilities should generally be able to cover the fixed customer service charge with $5 to $10 a month.
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