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Senate Bill 1560 — An Act Concerning Connecticut’s Economy, Electricity Affordability
and Business Competitiveness and Establishing the Connecticut Energy Procurement
Authority and the Green Bond Fund

Thank you for the opportunity to present testimony on Senate Bill No. 1560 — An Act
Concerning Connecticut’s Economy, Electricity Affordability and Business Competitiveness and
Establishing the Connecticut Energy Procurement Authority and the Green Bond Fund. The
purpose of this bill is to (1) establish the Connecticut Energy Procurement Authority; (2)
establish the Electric Rate Stabilization Fund; (3) redefine "Class | renewable energy source" to
include electricity generated from any nuclear power generating facility in the state; (4) require
the Public Utilities Regulatory Authority (PURA) to incorporate time-of-use components into
electric rates; (5) establish the Energy Infrastructure Transition Fund; (6) allow for electric
distribution companies to issue securities concerning certain storm remediation costs; and (7)
authorize bonds of the state to fund the Green Bond Fund.

DEEP appreciates this Committee’s stated goal of alleviating the energy burden on Connecticut’s
residents and businesses. The agency supports the ideas in the proposal of analyzing different
pathways to reduce the cost of standard service, creating a mechanism to shield ratepayers from
price volatility, and implementing carefully crafted time-of-use rates with public input.

However, DEEP opposes this proposal as drafted based on a variety of concerns. For example, it
would create significant jurisdictional confusion and overlap between the proposed new
Connecticut Electricity Procurement Authority (CEPA) and the duties of PURA and DEEP; it
allows for a lack of transparency within CEPA and unclear pathways for stakeholder input into
CEPA decisions; it would undermine revenue certainty for existing energy programs and
investments relied on for benefits to ratepayers and the grid; and adding all nuclear energy to the
Class I definition would harm the renewable energy credit market.

Other concepts in this proposed bill likely will create inefficiencies, have a chilling effect on
investments in the state’s energy future, and shift costs from ratepayers, who have a vested
interest in energy investments within their utilities’ service territories, t0 the state’s taxpayers as
a whole, with the added burden of interest payments.
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DEEP is available to work on ways to address these concerns while making progress toward our
shared goal of reliable, affordable, clean energy.

The Green Bond Fund

Sections 16 to 31 of HB 1560 would establish a new Green Bond Fund to be administered by
PURA, funded by the proceeds of the sale of state bonds, to pay for expenses incurred in
connection with programs that benefit the operation of the electric grid, promote energy
efficiency and benefit ratepayers. Section 46 of the bill contains $2.4 billion in new bond
authorizations to capitalize the Green Bond Fund. Section 16 limits expenses from that fund to
$800 million or less per year. To give a sense of scale, the state’s current borrowing cap is $2.5
billion, adjusted for inflation each year. Adding $800 million to the state’s annual bond
allocations would be approximately one-third of the total borrowing limit.

Current costs of the programs:

The public benefits charge currently pays for programs supporting the operation of the electric
grid, promoting energy efficiency and otherwise benefitting ratepayers. That charge includes the
nonbypassable federally mandated congestion charge (NBFMCC), systems benefits charge
(SBC), Conservation & Load Management (C&LM) plan charge, and renewable energy
investment charge supporting the Green Bank. These include the costs for DEEP’s grid-scale
procurements, including the Millstone contract and any new contracts in the future, tariff
programs supporting distributed generation like rooftop solar, customer hardship programs, low-
income discount rate, energy efficiency programs through C&LM, and Operation Fuel. Actual
expenses for these programs for the past three years were $313M in 2022 (an anomaly given the
year’s overall high energy market prices, resulting in significant cost savings from the Millstone
contract), $868M in 2023, and $1B in 2024. Based on historical costs, the $800M cap would be
unlikely to consistently cover the costs of these programs, and it is unclear how and when
decisions would be made regarding funding levels for each program.

Implications of reliance on bond funding:

Shifting these programs from electric rates to bonding creates revenue uncertainty for the
programs, many of which have commitments through long-term contracts and/or require a level
of certainty in order to maintain operations. These programs are currently funded through timely
payments made by the electric distribution companies (EDCs) when the costs are incurred, and
the EDCs in turn recover the costs through electric rates that fluctuate based on actual expenses.
By shifting these programs to bond funding, the revenue is no longer collected monthly through
electric rates and instead depends upon an affirmative vote by the Bond Commission to allocate
the bonds, an action which is not certain. Additionally, although the Bond Commission meetings
are scheduled monthly, they do not always occur monthly



This revenue uncertainty would jeopardize continued investments in clean energy programs. For
example, clean energy developers expect to receive payment based on the terms of their long-
term contract. A tight budget year that reduces payments in the Green Bond Fund puts
developers’ payments at risk. In turn, clean energy developers might become reluctant to enter
into long-term contracts with Connecticut in the future or add a significant risk premium to any
bid prices.

Under this proposed model, the expenses proposed to be funded through a new Green Bond Fund
would significantly fluctuate from year to year, and programs with long-term contracts may get
primacy over others because of contractual obligations. The Millstone contract purchases energy
roughly equivalent to one-third of our EDCs’ ¢lectric load, and the net costs of the contract
depend on wholesale market rates where the purchased energy is resold. In recent years with
large fluctuations in wholesale market prices, this contract has resulted in hundreds of millions of
dollars in savings one year (2022) and costs the next (2023 and 2024).

The large swings in the Millstone contract and the $800M cap on the payments from the Green
Bond Fund in the proposal would create volatility for all other programs under the fund,
including the C&LM Fund and distributed generation programs related to solar and storage. The
$800M cap could allow for full funding for all programs in one year, but significant cuts the next
year. This lack of predictability will create cost inefficiencies, customer confusion, and
workforce impacts due to the need to ramp programs up and down unexpectedly. We have seen
the impacts of sudden and significant budget changes on such programs before. It has wasted
dollars related to program planning, caused customer confusion, and harmed the livelihoods of
business owners and employees that help implement such programs. This volatility reduces faith
in the programs and threatens their continued operation.

The Connecticut Electricity Procurement Authority

Overlapping roles:

Under this proposal, a newly established Connecticut Electricity Procurement Authority (CEPA)
would have the authority to procure energy for ratepayers and develop a procurement plan for
future procurement schedules. This authority overlaps with (1) PURA’s authority to review and
approve standard service procurements, (2) DEEP’s role in developing the Integrated Resources
Plan (IRP) to assess the supply and demand needs for the state over the next ten years, (3)
DEEP’s existing authority to procure clean energy resources using its grid-scale procurement
authority, and (4) the Siting Council’s evaluation pursuant to Connecticut General Statutes
section 16-50r. The creation of another entity with responsibilities and processes overlapping
with existing agencies is unnecessary, confusing, and could lead to contradictory outcomes, all of



which is inconsistent with the stated purpose of this proposed bill. Ratepayers would be better
serviced through a focus on enhancements to existing programs and processes.

DEEP’s comments here will focus on areas where the new body would overlap with work DEEP
is already conducting. The proposed bill assigns procurement planning to CEPA, a primary
purpose of the existing IRP process DEEP implements. Earlier this year, DEEP initiated the IRP
process for 2025, soliciting input on the IRP scope. Scenario modeling is now underway. The
proposed bill also seems to assign some actual procurement responsibilities to CEPA, though the
language is ambiguous. DEEP has a well-established track record of conducting competitive
procurements for grid-scale energy resources, from existing nuclear to solar to offshore wind.
As a result of this experience and success, and DEEP's extensive engagement in regional
coordination with other New England and northeast states, these procurements are now
frequently coordinated with procurements of other states and the 1ISO-New England.

Finally, the proposal tasks CEPA with studying and reporting on electric customer usage patterns
and the efficacy of investments in electrification projects. This analysis is currently conducted
through the planning process of the C&LM program through an existing partnership that
includes DEEP, the EDCs, and the Energy Efficiency Board. Additionally, an annual report is
also required to be filed with the Siting Council pursuant to CGS section 16-15r. States also
collaborate extensively through non-governmental agencies such as NEEP.

Potential to Increase Cost of Standard Service:

The proposed bill provides for CEPA to develop and implement a plan to effect changes to
standard service. DEEP agrees that there are opportunities to enhance standard service and will
be looking at this in the IRP. We also note that SB4 provides for a similar opportunity through
the use of nuclear contracts for standard service. The bill, however, prescribes specific changes
to standard service which have the potential to increase ratepayer costs. The bill contemplates
CEPA contracting with new generation on behalf of standard service customers. Such generation
contracts have been, and are expected to remain, at prices above the short-term market price for
energy. This is likely to result in higher standard service rates as large groups of ratepayers elect
alternative service providers when contract costs exceed market rates. To the extent that CEPA is
merely going to procure energy for standard service customers, there is no reason to believe a
new agency would perform better than the current process overseen by PURA.

Lack of framework for transparent processes:

As a body politic and corporate, CEPA would not fall into the Connecticut Administrative
Procedure Act’s definition of a state agency, and therefore the Administrative Procedure Act
would not apply. Therefore, CEPA would not be required to develop a record with stakeholder
input and engagement, and parties would have no right to appeal decisions that have a very
significant impact on stakeholders, including individuals, the state’s businesses, and the utilities.



This gap is concerning given the very significant role CEPA could have in shaping the state’s
energy future.

The proposal would create two new funds and task CEPA with their administration. First,
Section 35 would establish the Energy Infrastructure Transition Fund to support adoption of
smart meters, electric vehicles, distribution system and substation upgrades, residential demand
response, electrification, and battery storage. It would be funded by a 7 mill charge per kilowatt
hour of electricity sold to end users. This charge would translate into approximately $182M per
year at a cost of $4.90 per month for the average residential ratepayer, for programs and
investments that appear to duplicate those that are made through programs funded by the public
benefits charge, and utility investments recovered through distribution rates. Second, Section 9
would create the Electric Rate Stabilization Fund that would use revenues from existing
contracts (e.g., Millstone) or other funding sources to offset higher costs later, though the
language is not entirely clear. While there are questions about the funding mechanism, DEEP
agrees that such a Fund, if prudently employed in a carefully coordinated manner with other rate
issues over which PURA has jurisdiction, could reduce rate volatility for consumers.

However, these two funds amount to significant additional funding controlled by CEPA without
clear oversight, transparency or public input supported by the Uniform Administrative
Procedures Act. These programs currently typically are vetted through PURA proceedings that
include a significant public process, including input from the Office of Consumer Counsel,
DEEP, and several other impacted parties, and appeal rights for decisions. These requirements
would not apply to the new CEPA. Additionally, the Electric Rate Stabilization Fund is partially
funded by allocations of federal funds designated for grid resilience, which funds are currently
awarded to DEEP, which has already conducted significant planning and public stakeholder
processes to determine how to maximize their deployment.

The proposal also gives CEPA the authority to implement specific time-of-use electric rates
which, if PURA does not approve time-of-use rates developed by its own proceeding by October
1, 2026, will be deemed approved. Time-of-use rates are an important tool in addressing electric
system efficiency and can be particularly useful is shifting demand to reduce the need for new
generation. Legislative support would be important to the acceleration of the adoption of time-of
use rates.

The implementation of time-of-use rates, however, presents several challenges. Such rates should
be carefully designed to address the needs of ratepayer groups who could be disproportionately
impacted by these rates. It is therefore essential for ratepayer acceptance that the rate
determination process be transparent with adequate opportunity for public input, such as in a
PURA docket. Moreover, the peak usage period around which they are designed will change
over time. The relationship between time-of-use rates and ratepayer response is a function of
many variables and can be complex. As a result, a time-of-use rate structure must be flexible
and adaptive and does not lend itself to a prescriptive, statutory solution.

Categorizing all nuclear generation in the state as a Class | renewable energy resource




Section 12 of this bill would reduce the value of the Class | renewable energy resource
Renewable Energy Certificate (REC) market without material environmental benefit. Last year,
DEEP was pleased to prepare a Report on Select Connecticut Energy Supply Issues, as required
by Section 35 of Public Act 23-102, which specifically reviewed the issues surrounding inclusion
of zero emission resources like nuclear within the Class | renewable energy resource definition.*
As noted in the report, nuclear power is an important resource to help meet Connecticut’s zero
carbon energy needs.

Planning targets (such as the state’s 2040 zero emission electric supply target) and other
mechanisms (such as the Regional Greenhouse Gas Initiative, and long-term contracting
authority) support these resources without impacting the current Class | RPS market. For
example, Millstone already has a long-term contract with the EDCs for a large portion of their
output. DEEP has existing procurement authority to conduct competitive solicitations to meet its
clean energy goals, and nuclear and hydropower are eligible resources. DEEP’s Integrated
Resources Plan identified multiple pathways to achieve the state’s 100% zero-carbon electric
sector by 2040 target, all of which feature nuclear and hydropower as key components. All
nuclear need not be included as Class | resources under the RPS to achieve that result.

Dramatically increasing the eligible Class | renewable energy resources that can provide RECs
without a corresponding increase in amount of RECs each load serving entity must purchase
each year would overwhelm the Class | REC market and prices would likely trade at or near the
administrative floor. DEEP is evaluating reforms to the RPS that can lead to ratepayer savings
without this kind of disruption to other needed resources as part of the Integrated Resources Plan
process, and looks forward to releasing a white paper on this topic.

Thank you for the opportunity to present testimony on this proposal. Should you have any
questions, please do not hesitate to contact Megan Andrews and Harrison Nantz at
Megan.M.Andrews@ct.gov and Harrison.Nantz@ct.gov.

! Connecticut Department of Energy and Environmental Protection, “Report on Select Connecticut Energy Supply
Issues” (Feb. 20, 2024), available at
https://www.dpuc.state.ct.us/DEEPEnergy.nsf/c6c6d525f7cdd1168525797d0047c5bf/edfbbal211ab2e0c85258ad
0005400d9?0penDocument.
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