DE 99-099
DR 96-150

PuBLI C SERvI CE COWANY OF NEwW HAMPSHI RE
Al l ocati on of System Benefits Charge

Order Regardi ng Laws of 2000, Chapter 249; Concerning the
System Benefits Charge

ORDER NO 23,575

Novenber 1, 2000

| . BACKGROUND

In response to the enactnment of Chapter 249, Laws of
2000 (effective June 12, 2000) which contains provisions that
are inconsistent with the Comm ssion’s April 19, 2000 order in
DE 99-099, the Conmm ssion, through its General Counsel, issued
a letter on July 19, 2000, soliciting comments by July 28,
2000 with respect to the allocation of the System Benefits
Charge (SBC) between | ow incone prograns and energy efficiency

prograns.! Reply comments were due no |later than August 4,

1

Al t hough Chapter 249, Laws of 2000, mainly addresses

i ssues specifically associated with PSNH s restructuring
settl enment agreenment and the Comm ssion’s April 19, 2000
order regarding PSNH s restructuring settl enent
agreenment, Chapter 249, Laws of 2000 al so affects the
other electric utilities in New Hanpshire and the

provi sion of |low income and energy efficiency programns.
In the relevant provisions of Chapter 249, codified as
RSA 369-B: 3, IV, the Legislature did not establish any
requirenents outright. Rather, it set out certain
determ nations that the Comm ssion was required to nake,
and conditions the Comm ssion was required to inpose on
PSNH, in any finance order approving the securitization
of PSNH stranded costs. The Conm ssion did so in Order
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2000. Subsequently, the comrent and reply coment periods
wer e extended to August 18, 2000 and August 25, 2000,
respectively.

Speci fically, Chapter 249, Laws of 2000, fixed the
SBC at $0. 0020 per kWwh for Public Service Conmpany of New
Harmpshire (PSNH) for the 33 nonth period starting on
conmpetition day. The $0.0020 per kWh SBC established by RSA
369-B: 3, IV(b)(6) replaces the first year $0.0025 per kW cap
on PSNH i nposed by RSA 374-F:4, VIII(b)(1) and the $0. 0030 per
kWh SBC cap as prescribed in RSA 374-F. 4, VIII1(b)(2) during
the second year of conpetition. For the 33 nonths starting on
conpetition day, the portion of the SBC for |ow incone
custoners is restricted in all electric utility service
territories to the anount charged in PSNH s service territory.
RSA 374-F: 4, VIl (g).

Tinmely responses to the July 19,2000 Letter were
received fromthe New Hanpshire El ectric Cooperative (NHEC or
t he Cooperative), PSNH, Granite State Electric Conpany (GSEC),
Connecticut Valley Electric Conmpany (CVEC), the O fice of
Consuner Advocate (OCA), the Governor’'s Ofice of Energy and

Community Services (GOECS), Save OQur Hones Organization

No. 23,550 (Septenber 8, 2000).
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(SOHO), New Hanmpshire Community Action Association (NH
Community Action), Representative Jeb E. Bradl ey, and the New
Hanmpshi re Departnent of Environnmental Services, Air Resources
Di vi sion (DES-ARD). Reply comments were received from SOHO and
GOECS.

1. POSITIONS OF THE PARTI ES

A. The Cooperative

The Cooperative prefaces its coments by noting that

its settlenment agreenment with PSNH prohibits the Cooperative
from asserting any positions or taking any actions that woul d
hi nder PSNH from receiving any regulatory or |egislative
approval s needed to inplenent the PSNH restructuring agreenent
whi ch was then under consideration by the Conm ssion in DE 99-
099. The Cooperative does not view its position on energy
efficiency as an action or statenent “in opposition to any
regul atory or |egislative approval needed by PSNH ...” and,
t hus, has provided comments on the split between |ow i ncone
prograns and energy efficiency/conservation prograns only to
the extent that the Conm ssion does not interpret the
Cooperative's comments to be inconsistent with the
Cooperative's settlenment agreement with PSNH

The Cooperative acknow edges that Chapter 249, Laws

of 2000, will create a cap on the portion of the SBC portion
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of the bill that goes to funding | ow incone assistance
prograns. The Cooperative, based on its participation in the
| ow i ncome working group? and its experience in the past year
provi ding | ow i ncone assistance, believes that a ceiling
bet ween $0. 0008 and $0. 0010 per kWh woul d enabl e the
Cooperative to continue to design and inplenment |ow incone
prograns in the manner it deens is nost appropriate for its
menbers. The Cooperative points out that its |ow incone
funding | evel was set originally at $0.0010 per kWh and was
revised effective January 1, 2000 to $0. 00041 per kWh.
Finally, the Cooperative states that its recommendati on
reflects only a range of funding appropriate to its menbers
and not a recomnmendation as to a rate of funding that is
appropriate for funding PSNH s | ow i hcome program

B. PSNH

PSNH reconmends that the $0.0020 per kW SBC be

2

The Low I ncone Working Group was established by Order
No. 22,514 in docket DR 96-150. On August 18, 1998, the
Low I ncome Working Group submtted a report to the
Comm ssion on its recommendati ons for an energy
assi stance program See EAP Policy Recommendati ons of
the Low I ncome Working Group. On May 10, 1999, the
Comm ssion orally deliberated on that report. A
concurrent order reflecting those deliberations and ot her
| ow i ncome issues is being issued by the Conmm ssion
t oday.
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split equally between energy efficiency prograns and | ow
income prograns for the first year after conpetition begins in
its service territory. After the first year of conpetition

t he Comm ssion should reconsider the funding needs for |ow

i ncome and energy efficiency prograns and determne if the

all ocation in the SBC needs to change. Based on its history
with energy efficiency prograns, PSNH is confident it can
effectively utilize $0.0010 per kWh for energy efficiency
progranms. PSNH al so provided analysis indicating that full
fundi ng of an Energy Assistance Program (EAP) would require
only $0.00108 per kWh, a conservative nunber in PSNH s opinion
because it assumes no delay in conpetition day and the tinely
start of the EAP. PSNH al so points out that any “ranp-up”
time will reduce first year funding requirenents. PSNH states
that it also took into account the existing interimlow inconme
prograns of GSEC and the Cooperative, both of which inplenent
their programs for well under $0.0010 per kW, and the effect
of the decrease in its rates as part of the restructuring
agreement. PSNH avers that the original |owincome program
needs were devel oped by the Electric Utility Restructuring

Col I aborative conprised of some parties who participated in
Docket No. DR 96-150. Those estimtes were based on the rates

PSNH had in effect on June 15, 1996. PSNH clains that it
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recal cul ated the SBC using rates in effect on June 23, 2000,
and that cal cul ation, holding all other parameters constant,
reduced the required |low income portion of the SBC from
$0. 0015 per kWh to $0. 0010 per kWh.

C. GSEC

In its August 18'" comments, GSEC did not address the
al l ocati on between | ow i ncome prograns and demand si de
managenent prograns. GSEC reserved its coments solely to the
| ow i ncome program In GSEC s opinion, advances in technol ogy
and additional experience in providing service to |ow inconme
custoners have created an opportunity to inprove |ow incone
prograns consistent with the |egislative intent of Chapter 249
that “the Conm ssion should design |ow income progranms in a
manner that targets assistance and has hi gh operating
efficiency, so as to maxim ze the benefits that go to the
i ntended beneficiaries of the low incone program” RSA 369-
B:1. XIII.

GSEC suggests that the Low I ncome Working G oup, at
t he request of the Comm ssion, consider changes or
nodi ficati ons that would enhance the effectiveness of the
program whil e reducing the time and adm nistrative cost of
i npl ementation, including the efficiencies already inherent in

the existing utility operation. GSEC points out that RSA 374-
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F:4 limts the Conm ssion’s authority to assess the SBC for
| ow i ncome prograns after June 30, 2005. This limtation on
programlife is another factor for the Comm ssion to consider
in evaluating an effective | ow income program

D. CVEC

CVEC points out that the newy enacted | egislation
replaced the previous cap on energy efficiency/conservation
prograns for PSNH during the 33-nmonth period starting on
conpetition day. CVEC supports an equal rate for all New
Hampshire utilities for that portion of the SBC that applies
to low income progranms. CVEC also believes that the rate
| evel per kWh for energy efficiency/conservation prograns
shoul d be uniformanong all the utilities in New Hanpshire.
In regard to the allocation of the SBC, CVEC recommends that a
| arger portion of the SBC be allocated to | ow i ncone prograns.
CVEC woul d support allocating $0.0015 per kWh of the SBC to
the | ow i ncone program The hi gher level of |ow incone
spendi ng woul d include a pre-program arrears conponent.

E. OCA

The OCA, based on a neeting of its Advisory Board,
recommends that the Comm ssion: 1)fund the | ow incone
assi stance program at $0. 00125 per kWh; 2) review the funding

al l ocations a year after full inplenentation; and 3) fund | ow
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i ncome energy efficiency prograns out of the energy efficiency
budget .
F. CS

Due to the changes in funding resulting fromthe
enact nent of Chapter 249, Laws of 2000, GOECS believes that
there is a funding shortfall in the SBC of $0.0005 per kW in
the first year, $0.0010 per kWh in the second year and $0. 0020
per kWh in the third year. GOECS firmy supports both | ow
i ncome and energy efficiency progranms, but does not take a
position on how to allocate the $0.0020 SBC between the two
progr ans.

GOECS does believe that the Conm ssion should try to
ensure that the allocation in the SBC between | ow i ncome and
the energy efficiency conponents results in a viable and
successful low inconme affordability program Because of the
| ower | evel of funding, GOECS states that the Comm ssion may
want to | ook at the pre-program arrearage conponent of EAP as
well as to postpone the nonthly arrearage forgi veness paynents
of successful EAP participants. Additionally, GOECS urges the
Comm ssion to order that start-up costs for the program not be
recovered through the SBC, but rather start-up costs should be
i ncluded as restructuring costs and that any additional

adm ni strative costs be considered part of the cost of
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service. Admnistrative costs should be reviewed to ensure
t hey are appropriate and reasonable. GOECS al so reconmends
that the Comm ssion consider placing a cap on adm nistrative
costs.

GOECS supports increased expenditures for energy
ef ficience prograns. The current PSNH |l evel is $0.00039 per
kwWwh. Due to the change in the statute, increased funding can
not occur at the |evel supported previously by GOECS, however.
Finally, GOECS recommends the allocation of the SBC between
energy efficiency and | ow i ncone prograns be re-exani ned
during the 33-nonth period: GOECS urges the Comm ssion to | ook
at the prograns and the allocation 12-18 nonths after the
start of conpetition.

G. DES- ARD

DES- ARD recommends that at |east one-half of the SBC
go to traditional energy efficiency prograns and that the
remai nder go to energy efficiency prograns dedicated to | ow
income participants. |In DES-ARD s opinion, the Conm ssion
first should determ ne the resource | evel needed to inplenent
cost-effective energy efficiency prograns and adequate | ow
i ncome progranms, and, once those |evels have been detern ned,

t he Comm ssion could make the all ocation between | ow i nconme
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and energy efficiency prograns.

DES- ARD i s concerned about the adm nistrative cost
of these prograns and urges the Conm ssion to make sure that
the funds are used to neet the program goals and not consuned
by adm nistrative and overhead costs. Regarding funding
| evel s of energy efficiency for utilities other than PSNH,
DES- ARD supports the full SBC funding reconmendati ons

contained in the New Hanpshire Energy Efficiency Working G oup

report.

H. Rep. Bradley

The $0. 0020 per kWh SBC for PSNH will generate $14
mllion, approximately, for expenditures on the EAP and energy

efficiency programs; therefore, Rep. Bradley considers it
i nperative that the Comm ssion design prograns that are cost
effective and efficient, and that mnim ze adm nistrative
costs and target assistance to those in need.

He urges the Comm ssion to anal yze whet her
i npl enment ati on of an individualized inconme assistance program
is worth the additional adm nistrative cost involved in
provi ding one. Rep. Bradley estinmates that personnel costs
al one could run just under $1 mllion and overal
adm ni strative costs could total $1.75 mllion representing

over 13 percent of the overall budget, excluding utility



DE 99-099 -11-
DR 96- 150

costs. Rep. Bradley also raises concerns about the | arge

pl anned expenditure on conputers and printers, especially in
i ght of the passage of time and the 5-year authorization for
| ow i ncome funding contained in the |egislation.

In regard to program design, Rep. Bradley states
much has changed since the | ow income programwas “unveil ed.”
Specifically, he points to the success of the interim]low
i ncome progranms run by GSEC and NHEC whi ch have operated at
fundi ng | evel s under $0.0005 per kWh while providing discounts
of 25 percent to eligible custonmers. He believes the interim
nodel is one that could be used, in conjunction with soci al
servi ce agenci es, because of its high level of efficiency and
the 5-year authorization period. A two tier benefit program
or block grant program distributed to municipal welfare
of fi ces based on per capita population are other alternatives
for the Comm ssion to consider.

Rep. Bradl ey asks the Comm ssion to consider a cap
on the Iow income charge at a rate of $0.00050 to $0. 00075 per
kWh during the first 12 nonths of the 33 nonth period. The
cap i s based on his understanding that the original |owincome
rate of $0.0015 per kWh was anpong the highest of all states
t hat have noved to electric restructuring and the |evel he

proposes woul d pl ace New Hanpshire at a | evel consistent with



DE 99-099 -12-
DR 96- 150

t hose other states. He makes a sim | ar proposal for energy
efficiency funding. Rep. Bradley would cap those funds at
$0. 0010 to $0.00125 per kwWh for the first 12 nonths after
conpetition day for PSNH  The Commi ssion could re-eval uate
those levels after the initial 12 nonth peri od.

Rep. Bradley states that he interprets Chapter 249,
Laws of 2000 to require that all costs, including all PSNH
costs, to run both the energy efficiency prograns and the | ow
i ncome prograns be included in the $0.0020 per kWh cap. In
Rep. Bradley’'s opinion, the same is true by extension for the
other utilities. If a utility decided not to recover those
adm ni strative costs, Rep. Bradley notes that nore funds would
be available for |ow inconme or energy efficiency prograns.

. SOHO

SOHO bel i eves that additional funding is needed for
| ow i ncome prograns. The Commi ssion should fund the EAP in
accordance with RSA 374-F: 3, V(a) which would enable | ow
income custoners to “manage and afford essential electricity
requi rements.” SOHO references the four percent and six
percent affordability | evels recommended by the Low | ncone
Wor ki ng Group Report and approved by the Conmission in its My
10, 1999 oral deliberations.

SOHO, citing a nunmber of guidelines for the
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Comm ssion to consider, recommends that the EAP should be
funded at $0.00125 per kWh and that the energy efficiency
portion of the SBC be funded at $0.00075 per kWh. SOHO al so
recommends: 1) the Commi ssion review the SBC funding |evels
after a period of 16-18 nonths to determ ne whether changes
need to be nade; 2) Staff and the Low I ncome Working G oup
review the proposed EAP adm nistrative costs to ensure they
are as cost-effective as possible and make reconmendati ons on
their finding within 60 days; 3) the Conm ssion direct al
utilities to submt to the Conm ssion, within 60 days, budget
estimates for EAP start-up costs and on-going operational
costs; and 4) that the Comm ssion consider setting a cap on
program costs in order to maxim ze the benefits that go to
eligible low incone custoners.

Its fundi ng proposal would maintain affordability
| evel s and benefits at the |l evels contained in the original
$0. 0015 per kWwh rate; however, SOHO enphasi zes that in order
to maintain the intended program benefits at this reduced
level, utility start-up costs and on-goi ng operating costs
coul d not be recovered through the EAP.

In its Reply Comments, SOHO rebuts a nunber of
arguments or statenents nade by others, including those that

suggested a change to a | ow inconme discount programin |lieu of
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a percentage of income program as approved in oral

del i berations by the Conm ssion. SOHO al so cautioned the
Commi ssi on about the |lower costs of those utilities running
interimlow inconme programs. Interimprogramcosts my be

| ower because the prograns are not statew de in scope or
because they have not included significant outreach to
potential participants. SOHO nentions that no fornal

eval uati on has been done on these prograns. Rep. Bradley’'s
proposed | evel of funding is questioned by SOHO as well as
PSNH s estimates of the cost of funding EAP. SOHO states that
Rep. Bradl ey s exanples are not anal ogous to the proposed EAP
for New Hampshire and that PSNH has nade a number of incorrect

assunmptions in deriving its funding estimtes for EAP.

J. New Hanpshire Community Action

New Hanpshire Community Action proposes that the
Conmi ssion allocate $0.0015 per kWh to the EAP, $0.0003 per
kWh to | ow i ncome energy efficiency prograns, and the
remai nder to other energy prograns.
[11. COVMM SSI ON ANALYSI S

Prior to the enactnment of Chapter 249, Laws of 2000
whi ch amended RSA 374-F: 4, VIII, the system benefits charge
was limted to $0.0025 per kWh during the first year after

conpetition was certified to exist pursuant to RSA 38:36 for
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those utilities whose average rates were at or above the

regi onal average as determ ned by the Conm ssion. See RSA
374-F: 4, VIII(b)(1). The cap was increased to $0.0030 per kWwh
in the second year. See RSA 374-F:4, VIII(b)(2). The anpunt
to be collected to fund | ow inconme prograns was al so capped
and included a term nation deadline; the |ow income funding
rate coul d not exceed $0.0015 per kWh for any utility and the
charge term nated June 30, 2005. See RSA 374-F: 4, Vill(c).

In addition, the limtations to the SBC were not applicable to
t he Cooperative. See RSA 374-F:4, VIII(d). Chapter 249:4,
Laws of 2000 has anmended RSA 374-F:4,VIII|l by adding a new
subpar agraph that reads:

(g) The portion of the system benefits charge due to
prograns for | owincome custoners per kilowatt-
hour in any public utility service territory in
the state shall not exceed the anmount on PSNH s
service territory for a period of 33 nonths
starting on conpetition day for PSNH as defined
in RSA 369-B:2,111.

Chapter 249, Laws of 2000 also limted the anmount of

the SBC for PSNH during the 33 nonth period to $0.0020 per
kwWh, fixed for the entire period. See RSA 369-B:3, [1V(b)(6).
Wil e that statute indicates that the SBC to be divided

bet ween | ow i ncome program assi stance and energy

efficiency/conservation programfunding, the statue is silent
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on the apportionnment of the SBC between the two prograns. 1d.

We have reviewed the coments and reply comments
filed with the Comm ssion concerning the split between | ow
i ncome and energy efficiency/conservation funding due to
Chapter 249, Laws of 2000. The comments, thoughtful and

hel pful, aided us as we deliberated this difficult issue.

Nurmer ous ways exist to allocate the SBC funds
bet ween | ow i nconme and energy efficiency/conservation for PSNH
during the 33 nonth period fromthe start of conpetition.
VWhile all of the suggestions made by parties in this docket
are nmeritorious, none contain any formal or thorough analysis
of the nost efficient way to expend these very scarce
resources on two inportant progranms that the Legislature and
this Commi ssion have deenmed worthy of utility customer
funding. In the absence of a conprehensive and fornmal
anal ysis of the nost effective | evel of program fundi ng, and
until the programs have been inplenmented and experience is
gai ned, allocating the SBC between | ow i ncome and energy
ef ficiency/conservation funding on a $0.00120 to $0. 0080 per
kWh basis is in the public interest. Qur decision on howto

allocate the funds emanates from our previous decision in DR
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96- 150 where we established a certain funding | evel for the

| ow i ncome program which resulted in a charge of $0.00150 per
kwh. The former $0.0025 per kwh for PSNH woul d al so have

al l owed $0. 0010 for energy efficiency/conservation program
fundi ng. Because the Legislature reduced the total SBC for
year one by 20 percent, we believe it is equitable to reduce
each conponent of the former SBC by the sanme percentage.

We agree with those parties that the allocation
warrants further review in the future. As described in
greater length in the acconpanying orders on energy efficiency
and | ow i ncome prograns, we will be reviewng the allocation
bet ween | ow i nconme and energy efficiency/conservation as part
of our overall review of the two programs. We hope that nore
information will be available to us concerning the benefits
and costs of the programs and the experience gained from
i npl ementing the prograns when we conduct our review, we
caution interested parties that our review of the allocation
will not be guided solely by an analysis of the respective
benefits and costs. Qur decision caps that portion of the SBC
for |l ow income assistance prograns for all electric utilities
in New Hanpshire for the 33-nonth period starting on
conpetition day for PSNH See RSA 374-F: 4, VIII(g).

| nformati on about the progranms that are funded by the SBC is
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found in Orders No. 23,573 and 23,574 on | ow inconme and energy
efficiency/conservation, respectively.

Based upon the foregoing, it is hereby

ORDERED, that pursuant to Chapter 249, Laws of 2000,
that portion of the System Benefits Charge that shall be used
for low income program funding will be set at $0.0012 per kWwh
for PSNH and all other electric utilities in New Hanpshire for
the 33 nonth period starting with conpetition day for PSNH as
defined in RSA 369-B: 2,111 and shall remain in effect until
changed by further order of this Comm ssion; and it is

FURTHER ORDERED, that a charge of $0.0008 per kwh be
i mposed for PSNH s energy efficiency/conservation prograns.

By order of the Public Utilities Comm ssion of New

Hanmpshire this first day of Novenber, 2000.

Douglas L. Patch Susan S. Ceiger Nancy Brockway
Chai r man Comm ssi oner Comm ssi oner

Attested by:

Claire D. DiCicco
Assi stant Secretary



