General Assembly Amendment

January Session, 2007 LCO No. 8665

*HB0743208665HD0*

Offered by:

REP. FONTANA, 87t Dist.
REP. NARDELLO, 89t Dist.

To: House Bill No. 7432 File No. Cal. No. 702

(As Amended)

"AN ACT CONCERNING ELECTRICITY AND ENERGY
EFFICIENCY."
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Strike sections 49, 51, 52, 53, 63, 64, 86, 92, 93, 94, 98, 107, 108, 109

and 117 and renumber sections and internal references accordingly

After the last section, add the following and renumber sections and

internal references accordingly:

"Sec. 501. Section 16-244c of the general statutes is repealed and the

following is substituted in lieu thereof (Effective from passage):

(@) (1) On and after January 1, 2000, each electric distribution
company shall make available to all customers in its service area, the
provision of electric generation and distribution services through a
standard offer. Under the standard offer, a customer shall receive
electric services at a rate established by the Department of Public
Utility Control pursuant to subdivision (2) of this subsection. Each
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electric distribution company shall provide electric generation services
in accordance with such option to any customer who affirmatively
chooses to receive electric generation services pursuant to the standard
offer or does not or is unable to arrange for or maintain electric
generation services with an electric supplier. The standard offer shall
automatically terminate on January 1, 2004. While providing electric
generation services under the standard offer, an electric distribution
company may provide electric generation services through any of its
generation entities or affiliates, provided such entities or affiliates are

licensed pursuant to section 16-245.

(2) Not later than October 1, 1999, the Department of Public Utility
Control shall establish the standard offer for each electric distribution
company, effective January 1, 2000, which shall allocate the costs of
such company among electric transmission and distribution services,
electric generation services, the competitive transition assessment and
the systems benefits charge. The department shall hold a hearing that
shall be conducted as a contested case in accordance with chapter 54 to
establish the standard offer. The standard offer shall provide that the
total rate charged under the standard offer, including electric
transmission and distribution services, the conservation and load
management program charge described in section 16-245m, the
renewable energy investment charge described in section 16-245n,
electric generation services, the competitive transition assessment and
the systems benefits charge shall be at least ten per cent less than the
base rates, as defined in section 16-244a, in effect on December 31,
1996. The standard offer shall be adjusted to the extent of any increase
or decrease in state taxes attributable to sections 12-264 and 12-265 and
any other increase or decrease in state or federal taxes resulting from a
change in state or federal law and shall continue to be adjusted during
such period pursuant to section 16-19b. Notwithstanding the
provisions of section 16-19b, the provisions of said section 16-19b shall
apply to electric distribution companies. The standard offer may be
adjusted, by an increase or decrease, to the extent approved by the

department, in the event that (A) the revenue requirements of the
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company are affected as the result of changes in (i) legislative
enactments other than public act 98-28% (ii) administrative
requirements, or (iii) accounting standards occurring after July 1, 1998,
provided such accounting standards are adopted by entities
independent of the company that have authority to issue such
standards, or (B) an electric distribution company incurs extraordinary
and unanticipated expenses required for the provision of safe and
reliable electric service to the extent necessary to provide such service.
Savings attributable to a reduction in taxes shall not be shifted between

customer classes.

(3) The price reduction provided in subdivision (2) of this
subsection shall not apply to customers who, on or after July 1, 1998,
are purchasing electric services from an electric company or electric
distribution company, as the case may be, under a special contract or
flexible rate tariff, and the company's filed standard offer tariffs shall
reflect that such customers shall not receive the standard offer price

reduction.

(b) (1) (A) On and after January 1, 2004, each electric distribution
company shall make available to all customers in its service area, the
provision of electric generation and distribution services through a
transitional standard offer. Under the transitional standard offer, a
customer shall receive electric services at a rate established by the
Department of Public Utility Control pursuant to subdivision (2) of
this subsection. Each electric distribution company shall provide
electric generation services in accordance with such option to any
customer who affirmatively chooses to receive electric generation
services pursuant to the transitional standard offer or does not or is
unable to arrange for or maintain electric generation services with an
electric supplier. The transitional standard offer shall terminate on
December 31, 2006. While providing electric generation services under
the transitional standard offer, an electric distribution company may
provide electric generation services through any of its generation
entities or affiliates, provided such entities or affiliates are licensed
pursuant to section 16-245.
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(B) The department shall conduct a proceeding to determine
whether a practical, effective, and cost-effective process exists under
which an electric customer, when initiating electric service, may
receive information regarding selecting electric generating services
from a qualified entity. The department shall complete such
proceeding on or before December 1, 2005, and shall implement the
resulting decision on or before March 1, 2006, or on such later date that
the department considers appropriate. An electric distribution
company's costs of participating in the proceeding and implementing
the results of the department's decision shall be recoverable by the
company as generation services costs through an adjustment

mechanism as approved by the department.

(2) (A) Not later than December 15, 2003, the Department of Public
Utility Control shall establish the transitional standard offer for each
electric distribution company, effective January 1, 2004.

(B) The department shall hold a hearing that shall be conducted as a
contested case in accordance with chapter 54 to establish the
transitional standard offer. The transitional standard offer shall
provide that the total rate charged under the transitional standard
offer, including electric transmission and distribution services, the
conservation and load management program charge described in
section 16-245m, the renewable energy investment charge described in
section 16-245n, electric generation services, the competitive transition
assessment and the systems benefits charge, and excluding federally
mandated congestion costs, shall not exceed the base rates, as defined
in section 16-244a, in effect on December 31, 1996, excluding any rate

reduction ordered by the department on September 26, 2002.

(C) (i) Each electric distribution company shall, on or before January
1, 2004, file with the department an application for an amendment of
rates pursuant to section 16-19, which application shall include a four-
year plan for the provision of electric transmission and distribution
services. The department shall conduct a contested case proceeding

pursuant to sections 16-19 and 16-19e, as amended by this act, to
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approve, reject or modify the application and plan. Upon the approval
of such plan, as filed or as modified by the department, the department
shall order that such plan shall establish the electric transmission and

distribution services component of the transitional standard offer.

(ii) Notwithstanding the provisions of this subparagraph, an electric
distribution company that, on or after September 1, 2002, completed a
proceeding pursuant to sections 16-19 and 16-19e, shall not be required
to file an application for an amendment of rates as required by this
subparagraph. The department shall establish the electric transmission
and distribution services component of the transitional standard offer
for any such company equal to the electric transmission and
distribution services component of the standard offer established
pursuant to subsection (a) of this section in effect on July 1, 2003, for
such company. If such electric distribution company applies to the
department, pursuant to section 16-19, for an amendment of its rates
on or before December 31, 2006, the application of the electric

distribution company shall include a four-year plan.

(D) The transitional standard offer (i) shall be adjusted to the extent
of any increase or decrease in state taxes attributable to sections 12-264
and 12-265 and any other increase or decrease in state or federal taxes
resulting from a change in state or federal law, (ii) shall be adjusted to
provide for the cost of contracts under subdivision (2) of subsection (j)
of this section and the administrative costs for the procurement of such
contracts, and (iii) shall continue to be adjusted during such period
pursuant to section 16-19b. Savings attributable to a reduction in taxes
shall not be shifted between customer classes. Notwithstanding the
provisions of section 16-19b, the provisions of section 16-19b shall

apply to electric distribution companies.

(E) The transitional standard offer may be adjusted, by an increase
or decrease, to the extent approved by the department, in the event
that (i) the revenue requirements of the company are affected as the
result of changes in (I) legislative enactments other than public act 03-

135* or public act 98-28% (II) administrative requirements, or (III)
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accounting standards adopted after July 1, 2003, provided such
accounting standards are adopted by entities that are independent of
the company and have authority to issue such standards, or (ii) an
electric distribution company incurs extraordinary and unanticipated
expenses required for the provision of safe and reliable electric service

to the extent necessary to provide such service.

(3) The price provided in subdivision (2) of this subsection shall not
apply to customers who, on or after July 1, 2003, purchase electric
services from an electric company or electric distribution company, as
the case may be, under a special contract or flexible rate tariff,
provided the company's filed transitional standard offer tariffs shall
reflect that such customers shall not receive the transitional standard

offer price during the term of said contract or tariff.

(4) (A) In addition to its costs received pursuant to subsection (h) of
this section, as compensation for providing transitional standard offer
service, each electric distribution company shall receive an amount
equal to five-tenths of one mill per kilowatt hour. Revenues from such
compensation shall not be included in calculating the electric
distribution company's earnings for purposes of, or in determining
whether its rates are just and reasonable under, sections 16-19, 16-19a
and 16-19e, including an earnings sharing mechanism. In addition,
each electric distribution company may earn compensation for
mitigating the prices of the contracts for the provision of electric

generation services, as provided in subdivision (2) of this subsection.

(B) The department shall conduct a contested case proceeding
pursuant to the provisions of chapter 54 to establish an incentive plan
for the procurement of long-term contracts for transitional standard
offer service by an electric distribution company. The incentive plan
shall be based upon a comparison of the actual average firm full
requirements service contract price for electricity obtained by the
electric distribution company compared to the regional average firm
full requirements service contract price for electricity, adjusted for such

variables as the department deems appropriate, including, but not

LCO No. 8665 D:\Conversion\Amd\h\2007HB-07432-RO0HC-AMD.DOC 6



HB 7432 Amendment

180
181
182
183
184
185
186
187
188
189
190
191

192
193
194
195
196
197
198

199
200
201
202
203
204
205
206
207
208
209
210
211

212

limited to, differences in locational marginal pricing. If the actual
average firm full requirements service contract price obtained by the
electric distribution company is less than the actual regional average
firm full requirements service contract price for the previous year, the
department shall split five-tenths of one mill per kilowatt hour equally
between ratepayers and the company. Revenues from such incentive
plan shall not be included in calculating the electric distribution
company's earnings for purposes of, or in determining whether its
rates are just and reasonable under sections 16-19, 16-19a and 16-19%e.
The department may, as it deems necessary, retain a third party entity
with expertise in energy procurement to assist with the development

of such incentive plan.

(c) (1) On and after [January 1, 2007,] the effective date of this
section, each electric distribution company shall provide electric
generation services through standard service to any customer who (A)
does not arrange for or is not receiving electric generation services
from an electric supplier [,] and [(B) does not use a demand meter or]
has a maximum demand of less than five hundred kilowatts, and (B) is

a school district or municipality.

(2) Not later than October 1, 2006, and [periodically as required by
subdivision (3) of this subsection, but not more often than every

calendar quarter] annually thereafter, the Department of Public Utility

Control shall establish the standard service price for such customers

pursuant to [subdivision (3) of] this subsection except the department

may adjust the price more frequently if it determines that such

adjustment would be in the best interest of ratepayers, but not more

than once every six months. Each electric distribution company shall

recover the actual net costs of procuring and providing electric
generation services pursuant to this subsection, provided such
company mitigates the costs it incurs for the procurement of electric
generation services for customers who are no longer receiving service

pursuant to this subsection.

(3) On or before August 1, 2007, the electric distribution companies
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shall file with the Department of Public Utility Control a proposal to

establish principles and standards that shall govern the manner in

which the companies enter into, and the department reviews and

grants approval to, bilateral contracts to provide standard service

supply. The department, in consultation with the Office of Consumer

Counsel, shall conduct a contested case proceeding to approve, modify

or reject said proposal. No electric distribution company may initiate

any bilateral negotiations for standard service contracts before the

department's adoption of the principles and standards required

pursuant to this section.

[3) An] (4) Until December 31, 2007, an electric distribution

company providing electric generation services pursuant to this

subsection shall mitigate the variation of the price of the service
offered to its customers by procuring electric generation services
contracts in the manner prescribed in a plan approved by the
department. Such plan shall require the procurement of a portfolio of
service contracts sufficient to meet the projected load of the electric
distribution company. Such plan shall require that the portfolio of
service contracts be procured in an overlapping pattern of fixed
periods at such times and in such manner and duration as the
department determines to be most likely to produce just, reasonable
and reasonably stable retail rates while reflecting underlying
wholesale market prices over time. The portfolio of contracts shall be
assembled in such manner as to invite competition; guard against
favoritism, improvidence, extravagance, fraud and corruption; and
secure a reliable electricity supply while avoiding unusual, anomalous
or excessive pricing. The portfolio of contracts procured under such
plan shall be for terms of not less than six months, provided contracts
for shorter periods may be procured under such conditions as the

department shall prescribe to (A) ensure for end-use customers the

lowest rates possible, [for end-use customers] giving due consideration

to risk and amount of volatility in the overall rates; (B) ensure reliable
service under extraordinary circumstances; and (C) ensure the prudent

management of the contract portfolio. An electric distribution
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company may receive a bid for an electric generation services contract
from any of its generation entities or affiliates, provided such
generation entity or affiliate submits its bid the business day preceding
the first day on which an unaffiliated electric supplier may submit its
bid and further provided the electric distribution company and the
generation entity or affiliate are in compliance with the code of
conduct established in section 16-244h.

[(4) The] (5) On and after January 1, 2008, an electric distribution

company providing electric generation services pursuant to this

subsection shall mitigate the variation of the price of the service

offered to its customers by procuring electric generation services in the

manner prescribed in a standard service procurement plan approved

by the department. Such plan shall be consistent with the resource

procurement plan approved pursuant to section 501 of this act, when

available, and shall specify the method for purchasing power for

standard service, and may require the electric distribution company to

(A) procure load following, full requirements service contracts in a

manner similar to that pursuant to subdivision (3) of this subsection;

(B) procure individual electric supply components directly from a

supplier, or generator, including, but not limited to, base load,

intermediate and peaking energy resource, capacity and other power

supply services, using both requests for proposals and bilateral

contracts outside the request for proposal process; and (C) procure

physical and financial hedges to manage prices, including, but not

limited to, tolling arrangements and financial transmission rights. Such

plan shall describe how an electric distribution company shall, over

time, transition to its new supply ageregation role as described in this

section from the current method of procuring power supply pursuant

to subdivision (4) of this subsection to a mix of the procurement

options described in this section. Once its procurement plan has been

approved by the department, an electric distribution company shall be

allowed to manage the power supply portfolio on a real-time basis,

thereby enabling it to optimize supply for the benefit of customers. The

department shall set standard service rates annually by combining the
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costs of the arrangements undertaken under the procurement plan,

provided such rates will be trued up to actual revenues and expenses

twice per vear, with any over or under recovery being included in

either the current period or subsequent standard service rate, as

determined by the department. An electric distribution company shall

be entitled to collect the reasonable costs it incurs to provide such

service.

(6) In approving the plans pursuant to subdivisions (4) and (5) of

this subsection, the department, in consultation with the Office of

Consumer Counsel, shall retain the services of a third-party entity with
expertise in the area of energy procurement to oversee the initial
development of the request for proposals and the procurement of
contracts by an electric distribution company for the provision of
electric generation services offered pursuant to this subsection. Costs
associated with the retention of such third-party entity shall be
included in the cost of electric generation services that is included in

such price.

[(5) Each] (7) For resources acquired pursuant to a request for

proposal process, each bidder for a standard service contract shall

submit its bid to the electric distribution company and the third-party

entity who shall jointly review the bids, conduct an analysis of the cost

of such proposal and submit an overview of all bids together with a

joint recommendation to the department as to the preferred bidders.

The department shall make available to the Office of Consumer

Counsel and the Attorney General all bids it receives pursuant to this

subsection, provided the bids and any analysis of such bids shall not

be subject to disclosure under the Freedom of Information Act for a

period of three months. The department may, [within ten] not later

than two business days [of] after submission of the overview, reject the
recommendation regarding preferred bidders. In the event that the
department rejects the preferred bids, the electric distribution
company and the third-party entity shall rebid the service pursuant to
this subdivision. For other resources acquired by an electric

distribution company pursuant to subdivision (5) of this subsection,
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such company shall submit information on such acquisitions to the

department as shall be specified in the procurement plan.

(8) Upon approval of the preferred bids by the department, the

respective electric distribution company shall enter into contracts with

approved bidders. The department shall approve or reject such

contracts not later than seven calendar days after such contracts are

entered into, but can extend such period an additional seven days with

the consent of all parties.

(9) Not later than October 1, 2009, and biennially thereafter, the

department shall conduct a contested case proceeding in accordance

with chapter 54 to review the efficacy of the process of procuring

contracts pursuant to this subsection including as assessment of the
extent to which the standards set forth in sections 501 and 504 of this
act are met.

(d) (1) [Notwithstanding] Not later than January 1, 2008, and on a
continuing basis, notwithstanding the provisions of this section

regarding the electric generation services component of the transitional
standard offer or the procurement of electric generation services under
standard service, section 16-244h or 16-2450, the Department of Public

Utility Control [may, from time to time, direct an electric distribution

company] shall direct the electric distribution companies to offer,
through an electric supplier or electric suppliers, [before January 1,
2007, one or more alternative transitional standard offer options or, on
or after January 1, 2007,] one or more [alternative standard] renewable
service options. Such [alternative] renewable service options shall

include, but not be limited to, an option that consists of the provision
of electric generation services that exceed the renewable portfolio
standards established in section 16-245a and an option that allows

consumers to purchase renewable energy directly and may include an

option that utilizes strategies or technologies that reduce the overall

consumption of electricity of the customer.

(2) (A) The department shall develop such [alternative] renewable
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service option or options in [a contested case] contested cases, as

necessary, conducted in accordance with the provisions of chapter 54.
The department shall determine the terms and conditions of such

[alternative] renewable service option or options, including, but not

limited to, (i) the minimum contract terms, including pricing, length
and termination of the contract, and (ii) the minimum percentage of
electricity derived from Class I or Class Il renewable energy sources, if
applicable. The electric distribution [company] companies shall, under
the supervision of the department, subsequently conduct a bidding
process in order to solicit electric suppliers to provide such

[alternative] renewable service option or options.

(B) The department may reject some or all of the bids received

pursuant to the bidding process.

(3) The department may require an electric supplier to provide
forms of assurance to satisfy the department that the contracts
resulting from the bidding process will be fulfilled.

(4) An electric supplier who fails to fulfill its contractual obligations
resulting from this subdivision shall be subject to civil penalties, in
accordance with the provisions of section 16-41, or the suspension or
revocation of such supplier's license or a prohibition on the acceptance
of new customers, following a hearing that is conducted as a contested

case, in accordance with the provisions of chapter 54.

(e) (1) On and after January 1, 2007, an electric distribution company
shall serve customers that are not eligible to receive standard service
pursuant to subsection (c) of this section as the supplier of last resort.
This subsection shall not apply to customers purchasing power under
contracts entered into pursuant to section 16-19hh. Any customer
previously receiving electric generation services from an electric
supplier shall not be eligible to receive supplier of last resort service
pursuant to this subsection unless such customer agrees to receive

supplier of last resort service for a period of not less than one year.

(2) An electric distribution company shall procure electricity to
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provide electric generation services to customers pursuant to this
subsection. The Department of Public Utility Control shall determine a
price for such customers that reflects the full cost of providing the

electricity on a monthly basis and that is consistent with the approved

procurement and deployment plan pursuant to section 501 of this act

or, on an alternative basis as determined pursuant to subdivision (3) of

this subsection. Each electric distribution company shall recover the

actual net costs of procuring and providing electric generation services
pursuant to this subsection, provided such company mitigates the
costs it incurs for the procurement of electric generation services for
customers that are no longer receiving service pursuant to this
subsection.

(3) On or after July 1, 2008, the Department of Public Utility Control
may conduct a contested case proceeding to study the frequency with

which it should determine the price for supplier of last resort service.

(f) On and after January 1, 2000, and until such time the regional
independent system operator implements procedures for the provision
of back-up power to the satisfaction of the Department of Public Utility
Control, each electric distribution company shall provide electric
generation services to any customer who has entered into a service
contract with an electric supplier that fails to provide electric
generation services for reasons other than the customer's failure to pay
for such services. Between January 1, 2000, and December 31, 2006, an
electric distribution company may procure electric generation services
through a competitive bidding process or through any of its generation
entities or affiliates. On and after January 1, 2007, such company shall
procure electric generation services through a competitive bidding
process pursuant to a plan submitted by the electric distribution
company and approved by the department. Such company may
procure electric generation services through any of its generation
entities or affiliates, provided such entity or affiliate is the lowest
qualified bidder and provided further any such entity or affiliate is

licensed pursuant to section 16-245.
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(g) An electric distribution company is not required to be licensed
pursuant to section 16-245 to provide standard offer electric generation
services in accordance with subsection (a) of this section, transitional
standard offer service pursuant to subsection (b) of this section,
standard service pursuant to subsection (c) of this section, supplier of
last resort service pursuant to subsection (e) of this section or back-up

electric generation service pursuant to subsection (f) of this section.

(h) The electric distribution company shall be entitled to recover
reasonable costs incurred as a result of providing standard offer
electric generation services pursuant to the provisions of subsection (a)
of this section, transitional standard offer service pursuant to
subsection (b) of this section, standard service pursuant to subsection
(c) of this section or back-up electric generation service pursuant to
subsection (f) of this section. The provisions of this section and section
16-244a shall satisfy the requirements of section 16-19a until January 1,
2007.

(i) The Department of Public Utility Control shall establish, by
regulations adopted pursuant to chapter 54, procedures for when and
how a customer is notified that his electric supplier has defaulted and
of the need for the customer to choose a new electric supplier within a

reasonable period of time.

(G) (1) Notwithstanding the provisions of subsection (d) of this
section regarding [an alternative transitional standard offer option or
an alternative standard] a renewable service option, an electric
distribution company providing transitional standard offer service,
standard service, supplier of last resort service or back-up electric
generation service in accordance with this section shall contract with
its wholesale suppliers to comply with the renewable portfolio
standards. The Department of Public Utility Control shall annually
conduct a contested case, in accordance with the provisions of chapter
54, in order to determine whether the electric distribution company's
wholesale suppliers met the renewable portfolio standards during the

preceding year. An electric distribution company shall include a
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provision in its contract with each wholesale supplier that requires the
wholesale supplier to pay the electric distribution company an amount
of five and one-half cents per kilowatt hour if the wholesale supplier
fails to comply with the renewable portfolio standards during the
subject annual period. The electric distribution company shall
promptly transfer any payment received from the wholesale supplier
for the failure to meet the renewable portfolio standards to the
Renewable Energy Investment Fund for the development of Class I
renewable energy sources. Any payment made pursuant to this section
shall not be considered revenue or income to the electric distribution

company.

(2) Notwithstanding the provisions of subsection (d) of this section
regarding [an alternative transitional standard offer option or an

alternative standard] a renewable service option, an electric

distribution company providing transitional standard offer service,
standard service, supplier of last resort service or back-up electric
generation service in accordance with this section shall, not later than
July 1, 2008, file with the Department of Public Utility Control for its
approval one or more long-term power purchase contracts from Class I
renewable energy source projects that receive funding from the
Renewable Energy Investment Fund and that are not less than one
megawatt in size, at a price that is either, at the determination of the
project owner, (A) not more than the total of the comparable wholesale
market price for generation plus five and one-half cents per kilowatt
hour, or (B) fifty per cent of the wholesale market electricity cost at the
point at which transmission lines intersect with each other or interface
with the distribution system, plus the project cost of fuel indexed to
natural gas futures contracts on the New York Mercantile Exchange at
the natural gas pipeline interchange located in Vermillion Parish,
Louisiana that serves as the delivery point for such futures contracts,

plus the fuel delivery charge for transporting fuel to the project, plus

five and one-half cents per kilowatt hour. The department shall

approve or reject such contracts not later than thirty calendar davs

after such contract is filed, unless the department determines before
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the expiration of that period that additional time is needed, but in no

event longer than a total of sixty days. If the department does not issue

a decision within sixty calendar days, the contract shall be deemed to

have been approved. In its approval of such contracts, the department

shall give preference to purchase contracts from those projects that
would provide a financial benefit to ratepayers or would enhance the
reliability of the electric transmission system of the state. Such projects
shall be located in this state. The owner of a fuel cell project principally
manufactured in this state shall be allocated all available air emissions
credits and tax credits attributable to the project and no less than fifty
per cent of the energy credits in the Class I renewable energy credits
program established in section 16-245a attributable to the project.
[Such] On and after January 1, 2007, and until September 30, 2008, such

contracts shall be comprised of not less than a total, apportioned

among each electric distribution company, of one hundred twenty-five
megawatts; and on and after October 1, 2008, such contracts shall be

comprised of not less than a total, apportioned among each electrical

distribution company, of one hundred fifty megawatts. The cost of

such contracts and the administrative costs for the procurement of
such contracts directly incurred shall be eligible for inclusion in the
adjustment to the transitional standard offer as provided in this section
and any subsequent rates for standard service, provided such contracts
are for a period of time sufficient to provide financing for such
projects, but not less than ten years, and are for projects which began
operation on or after July 1, 2003. Except as provided in this
subdivision, the amount from Class I renewable energy sources
contracted under such contracts shall be applied to reduce the
applicable Class I renewable energy source portfolio standards. For
purposes of this subdivision, the department's determination of the
comparable wholesale market price for generation shall be based upon

a reasonable estimate. On or before July 1, 2007, the department, in

consultation with the Office of Consumer Counsel and the Renewable

Energy Investments Advisory Council, shall initiate a study of the

operation of such renewable energy contracts and report its findings

and recommendations to the joint standing committee of the General
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Assembly having cognizance of matters relating to energy.

Sec. 502. (NEW) (Effective from passage) (a) The electric distribution
companies shall conduct an energy and capacity resource assessment
and develop a comprehensive plan for the procurement and
deployment of energy resources, including, but not limited to,
conventional and renewable generating facilities, energy conservation,
energy efficiency, load management, demand response, transmission
combined heat and power facilities and distributed generation to meet
the projected requirements of their customers in a manner that
minimizes the cost and price volatility of such resources to customers
over time and maximizes consumer benefits consistent with the state's
environmental goals and standards. On or before January 1, 2008, and
every two years thereafter, the companies shall submit to the
Connecticut Energy Advisory Board, established pursuant to section
16a-3 of the general statutes, as amended by this act, an assessment of
(1) the energy and capacity requirements of customers for the next
three, five and ten years, (2) the impact of current and projected
environmental standards, including, but not limited to, those related to
greenhouse gas emissions and the federal Clean Air Act goals and how
different resources could help achieve those standards and goals, (3)
energy security and economic risks associated with potential energy
resources, and (4) the estimated lifetime cost and availability of
potential energy resources, including those related to reliability and

price volatility.

(b) Resource needs shall first be met through all available energy
efficiency and demand reduction resources that are cost effective,
reliable and feasible. The plan shall specify (1) the total amount of
energy and capacity resources needed to meet the requirements of all
customers, (2) the extent to which demand side measures, including
efficiency, conservation, demand response and load management can
cost-effectively meet these needs, (3) needs for generating capacity and
transmission and distribution improvements, and (4) how the
development of such resources will reduce and stabilize the costs of

electricity to consumers.
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(c) The procurement and deployment plan shall consider: (1)
Approaches to maximizing the impact of demand side measures; (2)
the extent to which generation needs can be met by renewable and
combined heat and power facilities and by the impact of regional
market incentives; (3) types and locations for generation that would
optimize the generation portfolio within the state; (4) fuel types,
diversity, availability, firmness of supply and security and
environmental impacts thereof, including impacts on meeting the
state's greenhouse gas emission goals; (5) reliability, peak load and
energy forecasts, system contingencies and existing resource
availabilities; (6) import limitations and the appropriate reliance on
such imports; (7) the costs and benefits of options for the ownership of
energy resources; (8) if it is in the best interest of customers, how new
resources could be integrated into the standard service and last-resort
service provided pursuant to section 16-244c of the general statutes, as
amended by this act; and (9) the impact of the plan on the costs of
electric customers, including, but not limited to, effects on capacity and
energy costs, rate stability and affordability for low-income customers.

(d) The board, in consultation with the regional independent system
operator, in-state generators and other interested stakeholders, shall
review and approve the proposed procurement and deployment plan
as submitted not later than one hundred twenty days after receipt. The
companies shall provide any additional information requested by the
board that is relevant to the consideration of the plan. In the course of
conducting such review, the board may retain the services of a third-
party entity with experience in the area of energy procurement and
may consult with the regional independent system operator. The board
shall submit the reviewed plan, together with a statement of any
unresolved issues, to the Department of Public Utility Control. The
department shall consider the plan in an uncontested proceeding and
shall provide an opportunity for interested parties to submit comments
regarding the plan. Not later than one hundred fifty days after
submission of the plan, the department shall approve, or modify and
approve, the plan.
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(e) All reasonable costs associated with the development of the
resource assessment and procurement and deployment plan shall be
recoverable by the electric distribution companies through the
nonbypassable federally mandated congestion charge, as defined in
section 16-1 of the general statutes the generation services charge or
other charge consistent with section 16-19 of the general statutes and

section 16-19e of the general statutes.

(f) The board shall meet at least quarterly to consider progress in the
implementation of the procurement and deployment plan and any
changes in circumstances that might affect the resource needs or said
procurement plan. The board may, at any time, recommend to the
companies and to the department that said plan be modified based on
a substantial change in the need for or availability of resources. The
companies or the department, on its own motion with notice to the
board, may also request consideration of plan modifications based on
changes in circumstance. The department shall consider any such

request in an uncontested proceeding.

Sec. 503. (NEW) (Effective from passage) (a) The Department of Public
Utility Control shall implement the procurement and deployment plan
established in section 502 of this act by (1) issuing requests for
proposals pursuant to section 504 of this act to meet specified energy
resource needs set forth in the plan or by directing the electric
distribution companies to issue such requests for proposals, (2)
directing the electric distribution companies to incorporate additional
demand-side measures set forth in the plan into the comprehensive
conservation and load management plan prepared pursuant to section
16-245m of the general statutes for review by the Energy Conservation
Management Board, (3) directing the distribution companies to submit
proposals for specific transmission or distribution improvements,
generation projects or other projects set forth in the plan, or (4) taking

other actions within its authority to implement the plan.

(b) Effective January 1, 2008, until the comprehensive plan is
implemented by the department, the electric distribution companies
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shall include all available energy efficiency and demand reduction
resources that are cost effective, reliable and feasible in the
comprehensive conservation and load management plan prepared
pursuant to section 16-245m of the general statutes for review by the

Energy Conservation Management Board.

Sec. 504. (NEW) (Effective from passage) (a) Pursuant to the
assessment conducted pursuant to section 502 of this act, the
Department of Public Utility Control shall conduct a contested case
proceeding to develop and issue a request for proposals pursuant to
subdivision (1) of subsection (a) of section 502 of this act to solicit the
development of demand response, efficiency and load management
and new, expanded or repowered cost-of-service generation to address
any deficiencies or needs identified in the assessment prepared
pursuant to section 501 of this act. A person, including an electric
distribution company submitting a proposal pursuant to this
subsection, shall include draft contracts containing information
required by subsection (d) of this section in its submission, with
compensation based exclusively on cost-of-service, including, but not
limited to, a reasonable rate of return of and on prudent investment,
operation and maintenance expenses, depreciation, fuel costs, taxes
and other governmental charges. The department shall review the
recovery of such charges in an annual, contested rate case as to all the
units or measures owned by each person with a contract pursuant to
this section, and said contract shall expressly subject such person to
such review by the department. The department shall review such
recovery of costs consistent with the principles set forth in sections 16-
19, 16-19b and 16-19e of the general statutes, provided the return on
equity associated with such project shall be established in the initial
annual contested case proceeding under this subsection for each
person and updated at least once every four years. The department
may retain a third-party consultant to help determine whether
projected costs submitted by any person are reasonable preliminary
estimates or whether the department should reject or require

modification of any proposals that do not reflect reasonable estimates.
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The department may request that a person submitting a proposal
submit further information that the department determines to be in the
public interest, which the department may use in evaluating the
proposal. The department shall approve contracts consistent with the
principles set forth in sections 16-19, 16-19b and 16-19e of the general
statutes. The department shall reject proposals that are not in the best
interests of customers.

(b) The Department of Public Utility Control shall evaluate
proposals received pursuant to subsection (a) of this section and may
approve one or more of such proposals. The department shall evaluate
the proposals based on an analysis of the expected costs and benefits of
the proposals, consistency with environmental sustainability,
reduction and stabilization of electric rates, market power risks, the
promotion of fuel diversity and the reduction or overall minimization
of increases in greenhouse gas emissions. The department shall only
approve such proposals that have expected benefits in excess of
expected costs and are in the best long-term interest of the customers
of the state. All proposals received by the department pursuant to this
section shall be available for public review six months after

department approval or rejection.

(c) The Department of Public Utility Control shall publish requests
for proposals under this section in one or more newspapers or
periodicals, as selected by the department, and shall post such requests
for proposals on its web site. The department may retain the services
of a third-party entity with expertise in the area of energy procurement
to oversee the development of the requests for proposals and to assist
the department in its approval of proposals pursuant to this section.
The reasonable and proper expenses for retaining such third-party
entity shall be recoverable through federally mandated congestion
charges, as defined in section 16-1 of the general statutes, which
charges the department shall allocate to electric distribution companies

in proportion to their revenue.

(d) Any person, other than an electric distribution company,
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submitting a proposal pursuant to this section shall include with its
proposal a draft of a contract that includes the transfer to the electric
distribution company of all rights to payment or to assignment of
credits related to the facility, including, but not limited to, energy,
installed capacity, forward reserve capacity, locational forward reserve
capacity, environmental credits and all other similar or ancillary
products associated with such proposal. The draft contract shall also
include security for ensuring performance of the contractual
obligations. No such contract shall have a term exceeding fifteen years.
Such contract shall include such provisions as the Department of
Public Utility Control directs.

(e) An electric distribution company submitting a proposal pursuant
to this section shall expressly state in its proposal that, in return for
payment based on cost-of-service pursuant to subsection (a) of this
section, such company will hold for the benefit of ratepayers all other
rights to payment or assignment of environmental credits that derive

from a contract pursuant to this section.

(f) An electric distribution company shall enter into contracts to
implement those proposals approved pursuant to this section, and
shall apply to the Department of Public Utility Control for approval of
each such contract. After thirty days, either party may request the
assistance of the department to resolve any outstanding issues. No
such contract may become effective without approval of the
department. The department shall hold a hearing that shall be
conducted as a contested case, in accordance with the provisions of
chapter 54 of the general statutes, to approve, reject or modify an
application for approval of such contracts. Such a contract shall contain
terms that mitigate the long-term risk assumed by customers. The
electric distribution company shall recover all reasonable costs
incurred in implementing this section, including all costs incurred as a
result of such contracts, through nonbypassable federally mandated

congestion charges.

(g) Projects approved pursuant to this section are eligible for
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expedited siting through a petition for declaratory ruling pursuant to
subsection (a) of section 16-50k of the general statutes. The provisions
of section 16a-7c of the general statutes shall not apply to projects
approved pursuant to this section.

(h) All department reviews pursuant to this section shall be
consistent with the principles set forth in sections 16-19, 16-19b and 16-
19c of the general statutes.

Sec. 505. Section 16a-3 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective from passage):

(@) There is established a Connecticut Energy Advisory Board
consisting of nine members, including the Commissioner of
Environmental Protection, [the chairperson of the Public Ultilities
Control Authority, the Commissioner of Transportation,] the
Consumer Counsel, [the Commissioner of Agriculture,] the executive

director of Connecticut Innovations, Incorporated, and the Secretary of

the Office of Policy and Management, or their respective designees.

The Governor shall appoint [one member, the] a representative of a

state-wide business association, a representative of a state-wide

manufacturing association and a representative of low-income

ratepayers. The president pro tempore of the Senate shall appoint [one

member, and the] a representative of an environmental organization

who is knowledgeable in energy efficiency programs. The speaker of

the House of Representatives shall appoint [one member, all of whom]

a representative of a consumer advocacy organization. All appointed

members shall serve in accordance with section 4-1a. The appointing

authorities shall make all appointments within ninety days of the

effective date of this section. No appointee may be employed by, or a

consultant of, a public service company, as defined in section 16-1, or
an electric supplier, as defined in section 16-1 or an affiliate or
subsidiary of such company or supplier.

(b) The board shall, (1) prepare an annual report pursuant to section
16a-7a; (2) represent the state in regional energy system planning
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processes conducted by the regional independent system operator, as
defined in section 16-1; (3) encourage representatives from the
municipalities that are affected by a proposed project of regional
significance to participate in regional energy system planning
processes conducted by the regional independent system operator; (4)
issue a request-for-proposal in accordance with subsections (b) and (c)
of section 16a-7c; (5) evaluate the proposals received pursuant to the
request-for-proposal in accordance with subsection (f) of section 16a-
7c; (6) participate in a forecast proceeding conducted pursuant to
subsection (a) of section 16-50r; [and] (7) participate in a life-cycle
proceeding conducted pursuant to subsection (b) of section 16-50r; and

(8) review the procurement and deployment plan submitted by the

electric distribution companies pursuant to section 501 of this act.

(c) The board shall elect a chairman and a vice-chairman from
among its members and shall adopt such rules of procedure as are

necessary to carry out its functions.

(d) The board shall convene its first meeting not later than
September 1, 2003. A quorum of the board shall consist of two-thirds

of the members currently serving on the board.

(e) The board shall employ such staff as is required for the proper
discharge of its duties. The board may also retain any third-party

consultants it deems necessary to accomplish the goals set forth in

subsection (b) of this section. The board shall annually submit to the

Department of Public Utility Control a proposal regarding the level of
funding required for the discharge of its duties, which proposal shall
be approved by the department either as submitted or as modified by
the department.

(f) The Connecticut Energy Advisory Board shall be within the
Office of Policy and Management for administrative purposes only.

Sec. 506. Subdivision (6) of subsection (a) of section 16-244e of the
general statutes is repealed and the following is substituted in lieu
thereof (Effective July 1, 2007):
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(6) Once unbundling is completed to the satisfaction of the
department and consistent with the provisions of section 16-244, [(A)]
any corporate affiliate or separate division that provides electric
generation services as a result of unbundling pursuant to this
subsection shall be considered a generation entity or affiliate of the
electric company, and the division or corporate affiliate of the electric
company that provides transmission and distribution services shall be
considered an electric distribution company. [, and (B) an electric
distribution company shall not own or operate generation assets,

except as provided in this section and section 16-243m.]

Sec. 507. Section 16-19ss of the general statutes is repealed and the
following is substituted in lieu thereof (Effective July 1, 2007):

(a) The Department of Public Utility Control may, from July 1, 2003,
to January 1, 2008, inclusive, determine, by an affirmative vote of four
commissioners of the Public Utilities Control Authority, that (1) safe,
adequate and reasonably priced electricity is not available on the
wholesale market; (2) additional temporary electric generation
facilities will result in reductions in federally mandated congestion
costs for which the ratepayers of the state are responsible; and (3) the
prices and costs specified in subdivision (2) of this subsection will
exceed the cost of investment in temporary electric generation
facilities. Such determination shall be in writing and shall state the

reasons supporting the determination.

(b) Upon issuing a determination pursuant to subsection (a) of this
section, the department shall hold a contested case proceeding, in
accordance with the provisions of chapter 54, to develop a request for
proposal to solicit the provision of such additional temporary electric
generation facilities, containing such terms and conditions that will
best serve the interests of the public. The request for proposal process
shall be designed to ensure fairness and full participation by all

qualified responders.

(c) The department may negotiate for terms and conditions
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necessary to conclude a transaction with one or more entities
responding to a request for proposal, after notice to all entities that
responded. The department shall base its decision to conclude a

transaction on the best interest of the public and ratepayers.

[(d) Nothing in this section shall be construed to allow an electric
distribution company to own, operate, lease or control any facility or
asset that generates electricity, or retain any interest in such facility or
asset as part of any transaction concluded pursuant to this section,
except as provided in subsection (e) of section 16-244e and section 16-
243m.]

Sec. 508. (NEW) (Effective from passage) The Department of Public
Utility Control shall direct an electric distribution company to
negotiate, in good faith, long-term contracts that use a call option as to
the payment for the electric energy output of each of the generation
projects selected and approved by the department to provide capacity
pursuant to section 16-243m of the general statutes. The department
shall require that any unit under contract and operating shall bid into
the regional independent system operator energy markets at an
amount not exceeding a certain price, which shall be the call option
price, and shall also provide that the project shall return the positive
difference between the clearing price and the call option price,
multiplied by the number of megawatts operating, to the electric
distribution company for the benefit of ratepayers. The call option
price shall be set by the department at a level no higher than two
hundred dollars per megawatt-hour as of January 1, 2007, plus three
per cent per year, compounded, for each calendar year following 2007.
The electric distribution company shall apply to the department for
approval of any such energy output contract. No such contract shall be
effective unless approved by the department. The department may
approve only such contracts it finds would reduce and stabilize the
cost of electricity to Connecticut ratepayers. Such contract may not

exceed the term of the capacity contract for such generation project.

Sec. 509. Section 16-244c of the general statutes is amended by
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adding subsections (k) and (1) as follows (Effective July 1, 2007):
(NEW) (k) (1) As used in this section:

(A) "Participating electric supplier" means an electric supplier that is
licensed by the department to provide electric service, pursuant to this

subsection, to residential or small commercial customers.

(B) "Residential customer" means a customer who is eligible for
standard service and who takes electric distribution-related service

from an electric distribution company pursuant to a residential tariff.

(C) "Small commercial customer" means a customer who is eligible
for standard service and who takes electric distribution-related service
from an electric distribution company pursuant to a small commercial
tariff.

(D) "Qualitying electric offer" means an offer to provide full
requirements commodity electric service and all other generation
related service to a residential or small commercial customer at a fixed

price per kilowatt hour for a term of not less than one year.

(2) Electric distribution companies shall indicate to customers
initiating new service or reinitiating service following a change of
residence or business location that they have a choice of suppliers to
provide electric generation service. Electric distribution companies
shall direct customers expressing an interest in choosing a
participating electric supplier to the department's web site or toll-free
telephone number, to a participating electric supplier's web site or toll-
free telephone number, or to other publicly available information on
participating electric suppliers. The department shall not require any
additional efforts on behalf of participating electric suppliers by

electric distribution companies.

(3) Not later than August 1, 2007, the department shall establish
terms and conditions under which a participating electric supplier can

be included in the referral program described in subdivision (2) of this
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subsection.

(NEW) (1) (1) Each electric distribution company may offer to bill
customers on behalf of participating electric suppliers and to pay such
suppliers in a timely manner the amounts due such suppliers from
customers for generation services, less a percentage of such amounts
that reflects uncollectible bills and overdue payments. Each
participating electric supplier shall reimburse the electric distribution
companies for such program in full and in a timely manner under

terms and conditions approved by the department.

(2) Participating electric suppliers may, at their own expense,
provide bill inserts advertising their services to provide electric
generation service to residential and small commercial customers to be
included by an electric distribution company in their customer's
monthly utility bill. Said inserts shall specify the rates that will pertain
to customers for the first year of service. Said rates shall reflect the
actual cost to provide such services, including the actual generation
rate and all additional charges and shall not contain any introductory
discounted price for a fixed number of months. Said inserts shall also
list a toll-free telephone number and web site for contacting the

supplier.

Sec. 510. (NEW) (Effective July 1, 2007) (a) For purposes of this
section: (1) "Connecticut electric efficiency partner program" means the
coordinated effort among the Department of Public Utility Control,
persons and entities providing enhanced demand-side management
technologies and electric consumers to conserve electricity and reduce
demand in Connecticut through the purchase and deployment of
energy efficient technologies; (2) "enhanced demand-side management
technologies" means demand-side management solutions, customer-
side Class I renewable energy generation, load shifting technologies
and conservation and load management technologies that reduce
electric distribution company customers' electric demand; and (3)
"Connecticut electric efficiency partner" means an electric distribution

company customer who acquires an enhanced demand-side
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management technology or a person, other than an electric distribution
company, that provides enhanced demand-side management

technologies to electric distribution company customers.

(b) The Energy Conservation Management Board, in consultation
with the Renewable Energy Investments Advisory Committee, shall
evaluate and approve enhanced demand-side management
technologies that can be deployed by Connecticut electric efficiency
partners to reduce electric distribution company customers' electric
demand. Such evaluation shall include an examination of the potential
to reduce customers' demand, federally mandated congestion charges
and other electric costs. On or before October 15, 2007, the Energy
Conservation Management Board shall file such evaluation with the
Department of Public Utility Control.

(c) On or before October 15, 2007, the Department of Public Utility
Control and Connecticut Innovations Incorporated, as administrator of
the Renewable Energy Investment Fund, shall enter into a
memorandum of understanding to establish procedures for the fund to
assist the department in developing and implementing the Connecticut
Energy Efficiency Partnership program by providing technical review
and analysis of customer-side renewable energy projects filed with the

department pursuant to this section.

(d) On or before October 15, 2007, the Energy Conservation
Management Board shall file with the department an analysis of the
state's electric demand, peak electric demand and growth forecasts for
electric demand and peak electric demand. Such analysis shall identify
the principal drivers of electric demand and peak electric demand,
associated electric charges tied to electric demand and peak electric
demand growth, including, but not limited to, federally mandated
congestion charges and other electric costs, and any other information
the department deems appropriate. The analysis shall include, but not
be limited to, an evaluation of the costs and benefits of the enhanced
demand-side management technologies approved pursuant to

subsection (b) of this section and establishing suggested funding levels
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for said individual technologies.

(e) Commencing April 1, 2008, a certified Connecticut electric
efficiency partner may only receive funding if selected in a request for
proposal developed, issued and evaluated by the department. The
department shall not approve an enhanced demand-side technology
pursuant to this section that is already being offered to customers
through the Conservation and Load Management Fund or through
other programs funded by ratepayers. In evaluating a proposal, the
department shall consider the potential to reduce customers' electric
demand, including peak electric demand, and associated electric
charges tied to electric demand and peak electric demand growth,
including, but not limited to, federally mandated congestion charges
and other electric costs, and shall utilize a cost benefit test established
pursuant to subsection (c) of this section to rank responses for
selection. Such proposal shall include the technologies that the
applicant shall purchase or provide and that have been approved
pursuant to subsection (d) of this section and a description of the
application of those technologies to be funded as part of the
Connecticut electric efficiency partner program and shall include a
request for a license as a Connecticut electric efficiency partner. In
evaluating the proposal, the department shall (1) consider the
applicant's potential to reduce customers' electric demand, including
peak electric demand, and associated electric charges tied to electric
demand and peak electric demand growth, (2) consider the electric
distribution companies' evaluation of the payback ratio of customer
benefits to investment and cost-effectiveness of the projects proposed
in the proposal, (3) determine the portion of the total cost of each
project that shall be paid for by the customer that is participating in
this program and the portion of the total cost of each project that shall
be paid for by all electric ratepayers and collected pursuant to the
provisions of this subsection, provided that at least fifty per cent of the
cost shall be paid for by the participating customer and that ratepayer
funding shall not exceed the limits of cost-effectiveness. In making
such determination, the department shall ensure that all ratepayer
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investments are cost-effective and maintain a minimum two-to-one
payback ratio of customer benefits of investment, and (4) specify that
participating Connecticut electric efficiency partners shall maintain the
technology for a period sufficient to achieve such investment payback
ratio and provide for repayment of a portion of customer contribution
if the technology is not so maintained. The projects funded under this
section shall not exceed sixty million dollars in total investment per
year, with no more than five million dollars of ratepayer funding per
year received by any individual electric efficiency partner. Not less
than seventy-five per cent of such annual ratepayer investment shall be
used for the technologies themselves. No person shall receive electric
ratepayer funding without having been approved by the department.
The department may license an applicant if it possesses and
demonstrates adequate financial resources, managerial ability and
technical competency. The department shall not approve an enhanced
demand-side technology pursuant to this section that is already being
offered to customers through the Conservation and Load Management
Fund or through other programs funded by ratepayers.

(f) The department may retain the services of a third-party entity
with expertise in areas such as demand-side management solutions,
customer-side renewable energy generation, customer-side distributed
generation resources, load shifting technologies and conservation and
load management investments to assist in the development and
operation of the Connecticut electric efficiency partner program. The
costs for obtaining third-party services pursuant to this subsection

shall be recoverable through the systems benefits charge.

(g) The department shall develop a long-term low-interest loan
program to assist certified Connecticut electric efficiency partners in
financing the customer portion of the capital costs of approved
enhanced demand-side management technologies. The department
may establish such financing mechanism by using one or more of the
following strategies: (1) Modifying the existing long-term customer-
side distributed generation financing mechanism established pursuant

to section 16-243j of the general statutes, (2) negotiating and entering
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into an agreement with the Connecticut Development Authority to
establish a credit facility or to utilize grants, loans or loan guarantees
for the purposes of this section upon such terms and conditions as the
authority may prescribe including provisions regarding the rights and
remedies available to the authority in case of default, or (3) selecting by
competitive bid one or more entities that can provide such long-term
financing.

(h) The department shall provide for the payment of the electric
ratepayers' portion of the costs of deploying enhanced demand-side
management technologies by implementing a contractual financing
agreement with the Connecticut Development Authority or a private
financing entity selected through an appropriate open competitive
selection process. Any electric ratepayer costs resulting from such
financing agreement shall be recovered from all electric ratepayers
through the systems benefits charge.

(i) On or before February 1, 2009, and annually thereafter, the
department shall report to the joint standing committee of the General
Assembly having cognizance of matters relating to energy and the
subcommittee with cognizance of matters relating to results-based
accountability of the joint standing committee of the General Assembly
having cognizance of matters relating to appropriations regarding the
cost-effectiveness, including lower peak electricity usage per capita, of
the Connecticut electric efficiency partner program established
pursuant to this section. Said report shall include, but not be limited to,
an accounting of all benefits and costs to ratepayers, a description of
the approved technologies, the payback ratio of all investments, the
number of programs deployed and a list of proposed projects
compared to approved projects and reasons for not being approved.

() The electric distribution companies shall recover all prudently
incurred costs, including a return of and on any prudent investment, in
connection with the electric efficiency partner program through the
systems benefit charge pursuant to section 16-245/ of the general

statutes.
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Sec. 511. (NEW) (Effective July 1, 2007) Not later than July 1, 2010, all
industrial and commercial customers with an average monthly
demand in excess of three hundred fifty kilowatts, except for those
entities otherwise exempted by state law from supplier of last resort
service, shall receive on demand, metering technology capable of

supporting hourly pricing.

Sec. 512. (NEW) (Effective July 1, 2007) Not later than September 1,
2008, the Department of Public Utility Control shall initiate a contested
case proceeding to review the performance of specific metering
technology in a meter test or system test conducted by an electric
distribution company within its service territory voluntarily or
pursuant to the department's decision in docket number 05-10-03. The
department shall analyze such performance for cost-effectiveness for
commercial customers with an average monthly demand of less than
three hundred fifty kilowatts and residential customers and account in
such analysis for any stranded investment in existing metering
technology and report on its findings to the joint standing committee
of the General Assembly having cognizance of matters relating to
energy and the subcommittee with cognizance of matters relating to
results-based accountability of the joint standing committee of the
General Assembly having cognizance of matters relating to
appropriations on or before January 1, 2009. If the department finds
the installation of specific metering technology for commercial
customers with an average monthly demand of less than three
hundred fifty kilowatts or residential customers to be cost-effective
and in the best interest of such customers, it may direct the electric
distribution company that is the subject of the department's docket 05-
10-03 to install such metering technology throughout its service
territory to such customers, provided in no case shall the department
direct such company to complete such installation before December 31,
2011.

Sec. 513. Subsection (i) of section 16-243m of the general statutes is

repealed and the following is substituted in lieu thereof (Effective
October 1, 2007):
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(i) An electric distribution company shall negotiate in good faith the
final terms of the draft contract, submitted under subsection (e) of this
section and included in a proposal approved under subsection (g) of
this section, and shall apply to the department for approval of each
such contract. After thirty days, either party may request the assistance
of the department to resolve any outstanding issues. No such contract
may become effective without approval of the department. The
department shall hold a hearing that shall be conducted as a contested
case, in accordance with the provisions of chapter 54, to approve, reject
or modify an application for approval of a capacity purchase contract.
No contract shall be approved unless the department finds that
approval of such contract would (1) result in the lowest reasonable cost

of such products and services, including providing lower overall

electric rates than a similar plant that is owned and operated by a state

electric authority for the sole benefit of consumers or a similar plant

owned and operated by an electric distribution company that provides

all of its electric output to ratepayers on a cost-plus basis, (2) increase

reliability, and (3) minimize federally mandated congestion charges to
the state over the life of the contract. Such a contract shall contain
terms that mitigate the long-term risk assumed by ratepayers. No
contract approved by the department shall have a term exceeding
tifteen years. As determined by the department, the electric
distribution company shall either sell into the capacity markets all or a
portion of capacity rights transferred pursuant to this section and use
all proceeds from such sales to offset federally mandated congestion
charges incurred by all customers, or shall retain such capacity rights
to offset electric capacity charges associated with transitional standard
offer, standard service or service as supplier of last resort under section

16-244c, as amended by this act. The costs associated with long-term

electric capacity contracts shall be recovered through federally

mandated congestion charges.

Sec. 514. Subsection (a) of section 16-243n of the general statutes is

repealed and the following is substituted in lieu thereof (Effective from
passage):
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(@) Not later than October 1, 2005, each electric distribution
company, as defined in section 16-1, shall submit an application to the
Department of Public Utility Control to (1) on or before January 1,
2007, implement mandatory peak, shoulder and off-peak time of use

rates for commercial or industrial customers, other than schools and

municipal buildings, that have a maximum demand of not less than
three hundred fifty kilowatts, and (2) on or before June 1, 2006, offer
optional interruptible or load response rates for customers that have a

maximum demand of not less than three hundred fifty kilowatts and
offer optional seasonal and time of use rates for all customers. The
application shall propose to establish time of use rates through a
procurement plan, revenue neutral adjustments to delivery rates, or

both. Each electric distribution company shall continue to provide

rates that are not time-of-use based for all residential customers,

including a separate residential electric heating service rate, and for all

other municipal customers and educational facilities.

Sec. 515. (NEW) (Effective July 1, 2007) On or before October 1, 2007,
the Department of Public Utility Control shall initiate a contested case
proceeding to design a cost-effective revenue adjustment mechanism
to provide additional flexibility within the link between sales levels
and the recovery of costs for electric distribution companies. The
department shall develop for each electric distribution company a
revenue adjustment mechanism that adjusts billed revenues associated
with the distribution component of rates to the gross revenues based
on the rate decision and shall provide for an annual true-up of billed
revenues compared to the base level for deviations from the base level
directly resulting from new or ongoing energy efficiency, conservation,
demand response or load management initiatives implemented by the
company. On or before March 1, 2008, the Energy Conservation
Management Board shall provide such deviations to the department.
The department may implement the revenue adjustment mechanism if
it determines such a mechanism to be in the best interest of ratepayers
pursuant to the principles set forth in sections 16-19, 16-19b and 16-19e

of the general statutes, as amended by this act. To assure the cost basis
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for Financial Accounting Standards 71 purposes, any over collection or
under collection of the per-customer revenue shall be adjusted through
a per kilowatt-hour charge or credit in the subsequent year. The
accounting recognition of the impact of the mechanism shall be made
in the year in which the sales actually occurred. The base level of
revenues per customer shall be reset in each department decision
modifying the company's distribution rates. On or before February 1,
2010, the department shall report to the joint standing committee of the
General Assembly having cognizance of matters relating to energy
regarding said mechanism and the use thereof. The department shall
use the existence of the mechanism as a factor in determining the

company's authorized rate of return.

Sec. 516. (NEW) (Effective July 1, 2007) The Commissioner of
Environmental Protection shall adopt regulations in accordance with
the provisions of chapter 54 of the general statutes to establish a carbon
cap and trade program that will limit and then reduce the total carbon
emissions released by electric generating units or other units located in
Connecticut in accordance with the Regional Greenhouse Gas Initiative
Memorandum of Understanding, as may be amended. The
Department of Environmental Protection, in consultation with the
Department of Public Utility Control, shall auction all emissions
allowances and invest the proceeds on behalf of electric ratepayers in
energy conservation and load management programs and may also
invest proceeds in new Class I renewable energy generation or
combined heat and power if the Commissioner of Environmental
Protection determines such investments will yield greenhouse gas
emission reductions at equal or lesser cost per ton than additional
investments in conservation. A contractor or trustee shall auction
allowances under the oversight of the Department of Environmental
Protection, in consultation with the Department of Public Utility
Control. The Department of Environmental Protection may make
provision for the payment of reasonable Regional Greenhouse Gas
Initiative administrative costs and fund assessment and planning of

measures to reduce emissions and mitigate the impacts of climate
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change and may initiate rulemaking to allow for recovery of costs
directly attributable to the auction of allowances before December 31,
2011, for power plants included in the Regional Greenhouse Gas
Initiative Program that had long-term contracts for electric output in
effect before December 20, 2005, from allowance proceeds not to
exceed ten per cent of the total projected allowance value. (1) A de
minimus portion of the allowances may be set aside to support the
voluntary renewable energy provisions of the Regional Greenhouse
Gas Initiative model rule. (2) Any allowances or allowance value
allocated to the electric distribution companies on behalf of consumers
or investments in increased efficiency shall be incorporated into the

planning and procurement process in section 502 of this act.

Sec. 517. (Effective July 1, 2007) (a) On and after July 1, 2009, if the
Department of Public Utility Control does not receive and approve
proposals pursuant to the requests for proposals processes, pursuant
to section 58 of this act, sufficient to reach the goal set by the plan
approved pursuant to section 55 of this act, the department shall order
an electric distribution company to submit for the department's review
in a contested case proceeding, in accordance with chapter 54 of the
general statutes, a proposal to develop demand response, energy
efficiency and load management or build new, expanded or repowered
cost-of-service electric generation in the state. Each electric distribution
company shall be entitled to recover its prudently incurred costs
consistent with the principles set forth in section 16-19e of the general

statutes, as amended by this act.

(b) On or before January 1, 2008, the department shall initiate a
contested case proceeding to determine the costs and benefits of the
state serving as the builder of last resort for the shortfall of megawatts

from said request for proposal process."
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