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CHAPTER ONE: OVERVIEW (Electric and Natural Gas)

Introduction

In accordance with Connecticut General Statutes § 16-245m and § 16-32f, The Connecticut Light and
Power Company (“CL&P”), The United Illuminating Company (“UI”) (collectively, the “Electric
Companies”) and The Connecticut Natural Gas Corporation (“CNG”), The Southern Connecticut Gas
Company (“SCG”), and Yankee Gas Services Company (“Yankee Gas”) (collectively the “Natural Gas
Companies”) hereby submit this comprehensive Conservation & Load Management (“C&LM”) Plan
(“2012 C&LM Plan”) for the implementation of cost-effective electric and natural gas energy efficiency
programs and market transformation initiatives for the years 2012 and 2013.

The 2012 C&LM Plan represents a continuation of combining the C&LM plans for both the Electric
Companies and Natural Gas Companies. The Electric Companies are also continuing to present a two-
year budget cycle that will allow for program continuity over a multiple budget year period. This two
year budget cycle will also provide latitude for adjustments due to over or under-spending of program
budgets and thus minimize disruptive program actions that adversely impact customer and vendor
participation. The Electric and Natural Gas Companies will continue to monitor overall market response
and program effectiveness and will maintain the flexibility to reallocate unspent program dollars within
program sectors to in-demand programs. This flexibility will allow the Electric and Natural Gas
Companies to react to market conditions, enhance their capacity to achieve cost-effective savings and
will minimize undue interruptions in program offerings in the marketplace.

This is the thirteenth C&LM Plan prepared by the Electric Companies since passage of the State’s
restructuring legislation (Public Act 98-28) and the seventh plan filed by the Natural Gas Companies
since passage of the State’s energy independence legislation (Public Act 05-01). In conjunction with
the Energy Efficiency Board (“EEB”) (formerly the Energy Conservation Management Board) and the
EEB consultants, the Companies have developed and deployed cost-effective, integrated electric and
gas efficiency and conservation programs to all classes of energy consumers throughout the state.

Chapters 1-7 of this Plan reflect goals, strategies and tactics for program design and delivery based on
a budget that relies on current funding mechanisms. Chapter 8 (Increased Savings Scenario) reflects
an expanded goal and commensurate budget scenario that is in keeping with the new state emphasis
on energy leadership.
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Historical Highlights

Historical spending and savings achievements, as well as customer participation associated with the
implemented C&LM Plans from 2006 to 2010 are highlighted in the following tables.
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Historical Highlights (Continued)
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Historical Highlights (Continued)
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Historical Highlights (Continued)

Combined Electric Companies - Customer Program Participation

2006 2007 2008 2009 2010 Totals

Number of Home Energy
Solutions Participants 13,827 9,190 13,825 16,046 29,642 82,530

Quantity of Retail Products 2,448,747 3,141,316 3,030,371 2,209,659 5,177,508 16,007,601

Number of Home Energy
Solutions-Income Eligible
Participants

16,597 14,904 11,213 15,132 15,347 73,193

Number of Large Commercial &
Industrial Participants (including
municipal)

1,668 1,652 1,707 1,601 1,841 8,469

Number of Small Businesses
Energy Advantage Participants 1,265 1,754 1,628 1,344 2,021 8,012

Reduction in Pollutants and Carbon Dioxide (in Tons)

2006 2007 2008 2009 2010 Totals

SO2 101 336 100 68 326 931

Nox 50 104 55 34 112 354

CO2 197,397 214,927 193,166 134,539 207,561 947,591
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2012 Priorities

As Connecticut labors to redefine its economic future, energy conservation and load management
planning is more critical than ever. In 2007, Public Act 07-242, An Act Concerning Electricity and
Energy, envisioned energy efficiency as the centerpiece of a statewide energy policy and directed the
State to implement “all cost-effective energy efficiency.” That directive, and our commitment to it, has
not changed. What has changed is the way we are meeting that commitment. The programs and
initiatives detailed in this 2012 C&LM Plan build on the strengths of the past, but take advantage of new
technologies, rely more heavily on relationships with communities (including the financial community),
and acknowledge that the energy efficiency and conservation market is growing with more
stakeholders, and, consequently, more at stake. More recently, Connecticut’s landmark energy reform
bill, PA 11-80, makes significant changes to Connecticut’s energy conservation policy and structure,
representing a fundamentally new approach to achieving energy efficiency which is addressed in more
detail later in this chapter.

The following is a list of the key priorities for 2012, as reflected in this Plan.

Market Transformation

The long-term market transformation strategy for the Energy Efficiency Fund’s programs is to achieve
fundamental market change in energy management and investment practices for residential,
commercial, industrial and institutional markets, resulting in sustainable, continuously improving and
highly cost-effective savings. Over the years, the Electric and Natural Gas Companies have worked
closely with the EEB to successfully influence and effect change in building design, renovations,
maintenance practices and equipment performance. Often these improvements come through changes
to the State Building Code, or as a result of collaboration with trade and business associations.

The shift in the market towards more energy-efficient technologies and practices are accompanied by a
shift towards more consumer investment in the benefits. In other words, market transformation should
lead to more market-based implementation of energy efficiency services and products. Increasingly,
the business community is embracing energy efficiency and strategic energy management as a
standard business practice, and, in the residential sector, as a necessity. An objective of the C&LM
programs is to help facilitate that shift. Efforts in 2012 will include an increased emphasis on programs
and initiatives that promote sustainable energy management as a core consumer and business value.
Ultimately, as the green market grows, programs should move from a primary dependency on public
benefit charges to a more self-sustaining industry that can be supplemented, or leveraged, though
Energy Efficiency Fund resources.
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Comprehensive (Deep) Energy Savings

The 2012 C&LM Plan will continue to offer program designs, education and promotion that encourage
comprehensive (deep) energy savings in homes, non-residential buildings and industrial processes
through an up front, packaged, comprehensive approach. The intent is to shift from projects where only
the “low-hanging-fruit” is addressed, necessitating repeat visits later on to evaluate the deeper, more
expensive energy reduction projects like mechanical system and energy management system controls.
A comprehensive approach minimizes the administrative costs associated with multiple visits and
enables the customer to start benefiting from maximum savings sooner.

Innovative Financing

Customer financing has proven to be a key driver of energy investment in general and comprehensive
project participation in particular. On June 1, 2011 the Companies introduced a new residential loan
program by offering subsidized, low interest rate loans to residential customers who make qualified
energy efficiency improvements to their homes. This program is one of the first in the nation to offer
residential electric customers on-bill repayment for energy efficiency loans.

The 2012 C&LM Plan includes a continued emphasis on residential financing and the introduction of
natural gas energy efficiency financing for small business customers. (Refer to Chapter 5 for details.)

Expanded Analytic Tools

In 2012, there will be a stronger emphasis on the additional use of customer analytic, benchmarking,
and portfolio rating tools for use in residential, commercial/industrial, and municipal applications. (See
Chapters 2 and 3 for details.)

Performance Contracting

In 2011 the Companies and the EEB started looking for ways to facilitate performance contracting in
Connecticut as a strategy to leverage existing funds. Performance contracting continues to be a priority
in 2012. (Refer to Chapter 3 Overview for details.)

Education and Outreach

Market transformation is impossible without an informed consumer. In 2012, the C&LM administrators
will increase emphasis on the Clean Energy Communities program initiatives to leverage high-visibility
opportunities and effect change on a broader scale, support continued collaboration with public and
technical schools and universities and increase outreach to the contractor community.
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Current Funding Sources

The primary funding sources for the 2012 C&LM Plan continue to be the three-mill charge on
customers’ electric bills and the contributions from natural gas customers (on firm rates) through the
monthly Conservation Adjustment Mechanism (“CAM”).

Additional revenue from natural gas customers may also be available as a result of excess gross
receipts tax (“GRT”) collections.1

The energy and demand savings that result from the programs outlined in the 2012 C&LM Plan are, to a
substantial extent, generators of additional revenue. Energy savings allow us to participate and earn
funding from a variety of sources. The 2012 C&LM Plan includes funding from the Regional
Greenhouse Gas Initiative (“RGGI”), Class III Renewable Energy Credits (“Class III RECs”) and
Independent System Operator-New England’s (“ISO-NE”) Forward Capacity Market (“FCM”). In other
words, the more these energy efficiency programs save, the more financially sustainable they can
become.

CL&P/UI C&LM REVENUES ($M)
2012

CL&P/UI
Total

2012
CL&P/UI
Percent

Collections (Mill Rate) $ 83.9 79%

ISO-NE Other Demand Resources (ODRs) $ 8.1 8%

ISO-NE Forward Capacity Market Demand Response Revenues $ 4.9 5%

Class III Renewable Energy Credits $ 4.5 4%

Carrying Charges $ 0.8 1%

RGGI $ 3.4 3%

Total - C&LM Revenues $ 105.6 100%

Forward Capacity Market (FCM)

Through the FCM, a reduction in usage from demand side resources such as energy efficiency and
demand response programs is considered as electrical capacity equivalent to supply-side generation
sources, which can then be bid into the ISO-NE capacity market similar to conventional generation.
With the transition period of the FCM now well behind us, we enter into the second full year of the
permanent FCM market.

1 (Conn. Gen. Stat. § 16-32f(b) (2008 Supp.)). The potential amount of excess GRT funding available to support the 2012 C&LM Plan is

unknown at this time since the annual excess GRT is not calculated until the end of the State’s fiscal year, June 30, 2012. In the event funding

from excess GRT becomes available, the Natural Gas Companies have developed a procedure with the EEB, per the Department’s Order No.

4 in Docket 06-10-03, DPUC Review of the Connecticut Gas Utilities Forecast of Demand and Supply 2007-2011 and Joint Conservation

Plans, Decision (Jan. 23, 2008), to receive such funds from the State Comptroller’s Office. Funds will then be allocated to support energy

efficiency programs as described in this 2012 C&LM Plan as an offset to the CAM.
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Payments received by the Electric Companies from the FCM have already contributed more than $37.1
million (CL&P, $29.4 million; UI, $7.7 million) in revenue to the Energy Efficiency Fund. However, this
revenue is becoming less robust. The FCM is a forward-looking, competitive market and auctions have
already been held for 2012, 2013, and 2014. As a result of this competitive auction process, the price of
capacity has been driven down and in 2012 customers can expect to receive approximately $35 per kW
per year. For the foreseeable future, FCM revenues are not likely to be the most significant funding
source for the Connecticut Energy Efficiency Fund. However, the Federal Energy Regulatory
Commission (“FERC”) is currently deliberating on a package of changes to FCM rules that could
potentially lead to higher capacity prices in the future.

Class III Renewable Energy Credits (“RECs”)

Class III Renewable Energy Credits are earned via commercial and industrial megawatt hour savings
from Energy Efficiency Fund-supported projects. These Class III RECs are sold via a Request for
Proposal (“RFP”) process to energy suppliers or marketers interested in meeting their renewable
portfolio standard obligations. Revenue from Class III RECs in 2012 is expected to be approximately
$4.5 million.

Regional Greenhouse Gas Initiative (“RGGI”)

RGGI is the first mandatory, market-based effort in the United States to reduce greenhouse gas
emissions. By 2018, Connecticut and ten Northeastern and Mid-Atlantic States will cap and reduce
carbon dioxide (“CO2”) emissions from the power sector by ten (10) percent. The participating states
include Connecticut, Delaware, Maine, Maryland, Massachusetts, New Hampshire, New Jersey, New
York, Rhode Island, and Vermont. There has been recent political activity in New Jersey and New
Hampshire aimed at removing those states from RGGI, however, at this time, they remain in. The
participating RGGI states sell emission allowances through auctions and invest the auction proceeds to
Public Benefits Charge programs that fund energy efficiency, renewable energy and other clean energy
programs and technologies.

Under the Department of Environmental Protection regulations (Section 22a-174-31), a minimum of
seventy-seven (77) percent must be allocated to the Connecticut Auction Account. Of that the amount
allocated to the Connecticut Auction Account, seventy-five (75) percent will be distributed to the CL&P
account, eighteen and three-fourths (18.75) percent to the UI account, and six and one-fourth (6.25)
percent to the Connecticut Municipal Electric Energy Cooperative (“CMEEC”). These proceeds must be
used to support the development of energy efficiency measures.

The following chart depicts the results of the RGGI auctions to date. The trend established in three of
the last four auctions have indicated that not all allowances are being sold, which means that the
proceeds from RGGI are lower than they have been in the past. Some analysts speculate that emitters
are pulling back from banking RGGI credits for future compliance, and that has led to the recent auction
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being undersubscribed. It is uncertain at this time if this trend will continue, but this pattern has led to a
revenue decrease.
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Summary of RGGI Auctions to Date

Auction
Number

Control
Period

Quantity
Offered Quantity Sold Clearing

Price Total Proceeds

Auction 12 Current 42,034,184 12,537,000 $1.89
$25,477,200.006/8/2011 Future 1,864,952 943,000 $1.89

Auction 11 Current 41,995,813 41,995,813 $1.89
$83,425,588.473/9/2011 Future 2,144,710 2,144,710 $1.89

Auction 10 Current 43,173,648 24,755,000 $1.86
$48,224,220.0012/1/2010 Future 2,137,991 1,172,000 $1.86

Auction 9 Current 45,595,968 34,407,000 $1.86
$66,437,340.009/10/2010 Future 2,137,992 1,312,000 $1.86

Auction 8 Current 40,685,585 40,685,585 $1.88
$80,465,566.786/9/2010 Future 2,137,993 2,137,993 $1.86

Auction 7 Current 40,612,408 40,612,408 $2.07
$87,956,944.563/10/2010 Future 2,137,992 2,091,000 $1.86

Auction 6 Current 28,591,698 28,591,698 $2.05
$61,587,120.9012/2/2009 Future 2,172,540 1,599,000 $1.86

Auction 5 Current 28,408,945 28,408,945 $2.19
$66,278,239.359/9/2009 Future 2,172,540 2,172,540 $1.87

Auction 4 Current 30,887,620 30,887,620 $3.23
$104,242,445.006/17/2009 Future 2,172,540 2,172,540 $2.06

Auction 3 Current 31,513,765 31,513,765 $3.51
$117,248,629.803/18/2009 Future 2,175,513 2,175,513 $3.05

Auction 2
Current 31,505,898 31,505,898 $3.38 $106,489,935.24

12/17/2008

Auction 1
Current 12,565,387 12,565,387 $3.07 $38,575,738.09

9/25/2008
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Connecticut Efficient Healthy Homes Initiative (“CTEHHI”)

In September 2010, The Companies, on behalf of the Energy Efficiency Fund, applied for and were
awarded a two-year $3 million Weatherization Innovation Pilot Program (“WIPP”) grant from the U.S.
Department of Energy (“DOE”) to create a streamlined approach to providing energy efficient and
healthy housing interventions for Connecticut’s income-eligible residents. CTEHHI was one of sixteen
WIPP grantees chosen out of 71 national applications. CTEHHI is a statewide program, providing
additional energy efficiency and health and safety services to customers with the greatest need, with a
gross annual income at or below sixty (60) percent of state median income.

CTEHHI is based on community partnerships. Statewide CTEHHI partners include Bridgeport
Neighborhood Trust, the City of New Haven, the City of Bridgeport, Connecticut Children’s Medical
Center/LAMPP, Connecticut Department of Public Health, Connecticut Housing Finance Authority, L.
Wagner & Associates, NauVEL, NeighborWorks New Horizons, and Yale-New Haven Children’s
Hospital Regional Lead Treatment Center. Through CTEHHI, Connecticut is participating in a national
movement to make housing healthy, safe, and environmentally sustainable, a movement supported by
the U.S. Centers for Disease Control and Prevention, U.S. Department of Agriculture, U.S. Department
of Energy, U.S. Department of Housing and Urban Development’s Office of Healthy Homes and Lead
Hazard Control, and the U.S. Environmental Protection Agency.

It is also important to note that in recent years the Companies have expanded their roles as grant
proposal writers. The DOE CTEHHI grant is the most recent successful effort, but other proposals are
in development as well. The I6 Green Challenge Grant Proposal filed in partnership with UCONN for
the Connecticut Proof of Concept Center, will focus exclusively on green technologies. The most recent
grant application, The Connecticut Efficient Buildings Report Card, was filed in partnership with DEEP.
This DOE grant focuses on developing the marketplace, infrastructure and mechanisms that are
needed to attract private capital investment into commercial building energy efficiency and conservation
retrofits.

Future and Potential Funding Sources and Challenges

Fuel Oil Funding

In a State where more than half, or approximately 700,000 households heat with fuel oil or propane,
providing equitable energy-efficiency services to residential consumers under the current funding
mechanisms remains a challenge. While fuel oil and propane-heating customers do pay into the Fund
through their electric utility bill, they do so to a significantly lesser degree than do electric or natural gas-
heating customers.

In 2010 and 2011, the Companies utilized temporary methods to meet the challenge through
collaboration with the Office of Policy & Management (“OPM”), American Recovery and Reinvestment
Act (“ARRA”) monies and RGGI revenues. These non-traditional solutions allowed residential
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customers to participate in core weatherization and energy efficiency services at the same low co-pay
as electric and gas-heating customers, or at no charge if they meet income eligibility guidelines. These
funding methods are not long-term solutions and by late 2011/early 2012 will be exhausted.

Under Public Act 11-802 a statewide limit of $500,000 from the 3-mill base Energy Efficiency Fund
budget can be used to support fuel oil heating energy efficiency measures. Yet the bill requires that
each electric, gas or fuel oil customer, regardless of heating source, be assessed the same co-payment
for the Home Energy Solutions program. Under this restriction, only 1,600 fuel oil and propane-heating
households can be served, leaving hundreds of thousands of oil and propane customers out in the cold.

Electric Conservation Adjustment Mechanism (“CAM”)

While the Conservation Adjustment Mechanism or CAM is currently only used to help fund natural gas
energy efficiency programs, statutes are in place that would allow the Electric Companies to implement
the CAM for electric programs as well. This could result in a significant resource to support increased
energy efficiency programming, attractive rate financing and savings. Prior to the application of the mill
rate in 1998, conservation was funded though the Conservation Adjustment Mechanism (CAM). This
process could be reinstated to serve as an additional source of program funding for energy efficiency.

Decoupling

Decoupling exists in Connecticut; however UI has limited decoupling and CL&P’s decoupling plan was
not approved in its last rate case. An appropriate application of decoupling in Connecticut will allow
program funding for energy efficiency as well as allow the utilities to recover lost revenues from
conservation efforts.

Integrated Resource Plan

As noted earlier, Public Act 07-242 called for any future energy resource needs to be first met by
implementation of all cost-effective energy efficiency. PA 07-242 also charged the Electric Companies
with developing an integrated resource plan (“IRP”).

Now, as part of Public Act 11-80, the responsibility for developing the IRP has shifted from the
Companies to the newly created Department of Energy and Environmental Protection (“DEEP”).
Despite this shift in responsibility, the requirement to implement all cost-effective energy efficiency as a
first resource remains in effect.

The 2010 IRP consisted of two incremental investment strategies. The first strategy was called
Targeted Demand Side Management (“DSM”) and it consisted of enough energy efficiency investment

2 An Act Concerning the Establishment of the Department of Energy and Environmental Protection and Planning for

Connecticut's Energy Future
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to eliminate load growth over the planning horizon. The second strategy was called All-Achievable
Cost-Effective DSM. In summary, funding the Targeted DSM expansion strategy would have required
an additional outlay of approximately $19 million per year (2010 dollars) and the All Cost-Effective DSM
strategy would have required approximately an additional $65 million per year.

The Companies expect that incremental investments in energy efficiency will continue to be an
important part of future IRPs to meet the requirements embodied in the statute. We are working closely
with the staff at DEEP to provide the necessary information to insure that energy efficiency investments
are recognized as a core part of Connecticut’s energy strategy.

PA 11-80 and the Connecticut Energy Efficiency Fund

Connecticut’s landmark energy reform bill, PA 11-80, makes significant changes to Connecticut’s
energy conservation policy and structure, representing a fundamentally new approach to achieving
energy efficiency. Energy efficiency is now a national policy priority and Connecticut’s new
administration has positioned the State to take a leadership role. PA 11-80 allows our State to align its
energy efficiency goals with national goals and objectives and work towards positioning Connecticut as
a leader in the nation for energy efficiency3.

Many of the Act’s specific provisions are in alignment with the mission and goals of the Connecticut
Energy Efficiency Fund and are addressed through the programs detailed in this C&LM 2012 Plan.

Specifically, the Act addresses leveraging existing funds to provide low-cost energy efficiency financing
and the utilization of savings based, performance contracting initiatives. As noted earlier, both financing
and performance contracting are action items in the C&LM 2012 Plan and are detailed in subsequent
chapters.

The Act also calls for reducing energy use in state buildings by ten (10) percent by 2012. This has been
a long-term goal of the Companies and we fully support the new administration’s efforts to make this a
priority. In fact, during the last four years, the Energy Efficiency Fund-supported Retro Commissioning
program has been actively involved with the State university system. Retro Commissioning projects
have been completed at ECSU, CCSU, UCONN Waterbury and UCONN Stamford. Current projects at
UCONN’s Storrs campus are estimated to save approximately six (6) to eight (8) percent annually in
electricity consumption. The comprehensive nature of the Retro Commissioning program also captures
gas heating savings and other ancillary savings, like water and fuel oil. The State university projects are
just an example of the how the Energy Efficiency Fund is supporting energy reduction in State buildings.
Another notable project was the work done at approximately 40 state facilities through a partnership
with Connecticut’s Department of Administrative Services. The upgrades were done as part of the
Small Business Energy Advantage program and resulted in the reduction of almost 681 kW and 4.4
million annual kWh representing approximately $700,000 in annual energy savings.

3 Ranking via the American Council for an Energy-Efficient Economy (“ACEEE”)
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Additionally, the Companies and the EEB recommend the establishment of a State Strategic Energy
Management Working Group composed of representatives from DEEP, DAS, EEB and Energy
Efficiency Fund program administrators to provide input into the creation of the State building energy
reduction plan called for in the Act.

Act 11-80 also sets a goal to weatherize eighty (80) percent of Connecticut homes by 2030. In 2010
alone, the Home Energy Solutions program performed weatherization services in 4 nearly 50,000
homes5. The Companies in conjunction with the EEB and DEEP are seeking the appropriate definition
of Weatherization as well as defining Residential to meet the goal set in Public Act 11-80. The Home
Energy Solutions Program serves as the gateway and mechanism to achieve this goal. However, the
statute in Act 11-80 that caps funding for fuel-oil heated homes poses a significant challenge in meeting
the goal.

Codes, Standards and Changes in the Market Process

The Companies will continue to support the adoption of the most recent energy code and will also
continue with their efforts to increase compliance through education and outreach to the design and
construction communities, as well as to building owners and building officials. Code compliance is
integral to reducing energy consumption and compliance rates increase with awareness of the code and
a better understanding of the purpose and inherent benefits.

The Companies and the EEB will also continue to structure program incentives for new construction to
encourage owners, design professionals and contractors to go beyond the code requirements and focus
on “whole-building” energy modeling and analysis. Given the current state of the residential building
market and financial economic environment the Companies believe that adopting more stringent codes
will deliver energy savings however the need for enhanced support of the construction industry to
achieve code compliance will be paramount.

Energy Efficiency Board

The Energy Efficiency Board (formerly known as the Energy Conservation Management Board) is an
appointed group of 14 members, mandated by Connecticut General Statutes § 16-25m and § 16-32f.
As required by state statute, the EEB holds public meetings on a regular basis and receives public input.
In its September 19, 2001, Final decision in Docket No. 01-01-14, The Department of Public Utility
Control, now Public Utilities Regulatory Authority (“PURA”), adopted the EEB’s process for obtaining
public comment (“Roadmap Process”). Pursuant to the Roadmap Process, the EEB has received

4 Weatherization services provided via the Home Energy Solutions core program include, when appropriate, an energy

assessment; installation of door, window, shell and duct sealing; limited insulation; and the installation of energy-efficient light

bulbs. (See Chapter 2 for more program details.)
5 Per 2010 Report of the Energy Efficiency Board; Home Energy Solutions served 34,296 homes, Home Energy Solutions-

Income Eligible served 15,347 homes.
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public comments in connection with the 2012 C&LM Plan. The EEB solicited public involvement at the
onset of the 2012 C&LM Plan development process to allow public comments to be incorporated
throughout the planning process.

With the passing of Public Act 11-80, the EEB remains in place with two important changes. In Section
33 of the Act, DEEP removes the utilities as voting members of the EEB and establishes the
Commissioner of DEEP as the EEB chair. Consistent with prior C&LM plans, this 2012 C&LM Plan was
developed with the advice and assistance of the EEB and its consultants.
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BUDGET TABLES (ELECTRIC COMPANIES)
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BUDGET TABLES (CL&P)
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