CORNING NATURAL GAS CORPORATION
CASE 08-G-1010 Petition of Corning Natural Gas Corporation for Approval of an Energy Efficiency Portfolio Standard (EEPS) “Fast Track” Utility Administered Gas Energy Efficiency Program

Response to Staff Comments
On August 22, 2008, Corning Natural Gas Corporation (“Corning, the “Company”) submitted its Fast Track Proposal pursuant to the June 23, 2008 Order of the Public Service Commission (“Commission”) in Case 07-M-0548 (“Order” or “EEPS Order”). That Order, as corrected by an Errata Notice issued July 3, 2008, required implementation of programs which would encourage energy saving measures to be taken by natural gas and electric customers in New York State.  Corning’s proposed program was intended to comply with the Order and direct the greatest portion of the available funds to customer incentive payments.  Corning has provided additional information to Staff through responses to interrogatories.  The following information is provided in response to the “Summary of Recommendations for the Corning Program” beginning on page 24 of Staff’s comments submitted on December 17, 2008.

In general, Corning supports the goals of Case 07-M-0548.  In fact, Corning submitted, as part of its Revenue Decoupling Mechanism (“RDM”) filing in October 2007, a plan for conservation incentives for the Company’s customers.  The original plan was intended to have all of the benefits of the plan conferred on the customers with no additional administrative cost to the Company.  

The August 2008 Fast Track Program was a slightly more administratively intensive program.  Again, the Company’s focus was on having as much of the program budget as possible available for customer incentives.

Throughout the discovery process and in teleconferences with Staff, the Company believed that Staff understood the extent of the administrative burdens and costs some of the more elaborate administrative components recommended by Staff would impose on a small company like Corning.  It is also significant to point out that Corning’s total budget for all administrative, evaluation and reporting costs allowed in the program budget is $33,500.  If all of Staff’s recommendations were to be implemented in the program, the administrative budget would be dramatically increased and, in particular, addition of personnel by the Company would be necessary.  Following are Staff’s conclusions from the December 17, 2008 comments and Corning’s responses to those conclusions.
Staff Conclusion 1.

Staff cannot recommend that the Commission approve Corning’s Gas Fast Track program until the utility has submitted filing that complies with the EEPS Order (removing the Low-Income component from the Gas Fast Track Program).

Corning’s August 2008 filing had proposed a 25% low-income component based on evidence that a large portion of the Company’s customers are elderly and many are low-income families.  In interrogatory DPS-12, Corning was asked to provide detailed justification and rationale for the 25% component when the EEPS Order indicated 20% of the program funds should be dedicated to low-income customers.  In Corning’s response to the interrogatory, the Company agreed to lower the low income component to the 20% level.  Accordingly, this recommendation has been addressed.  
Staff Conclusion 2.

Staff recommends that Corning implement a limited Gas Fast Track program consisting of rebate incentives provided only for energy efficient space heating equipment and only to those customers purchasing eligible equipment.  Corning agrees with Staff’s recommendation.
Staff Conclusion 3.

Staff recommends that efficiency levels and rebate amounts for any equipment offered as part of Corning’s program be uniform with other utility programs.  Corning agrees with Staff’s recommendation.
Staff Conclusion 4.

Staff recommends that Corning’s Gas Fast Track program include some measure of a contractor training and program orientation component.

In Staff’s discussion of “Major Program Parameters,” item number 6, it is stated, “Staff believes the lack of [contractor] licensing requirements increases the need for contractor training and orientation in Corning’s service territory (p.10).  Corning strongly believes that it cannot comply with any requirement to train contractors as it relates to installation of heating units or the inspection or certification of installed units.  However, Corning does agree that it is important to provide program orientation and education for contractors as it relates to making sure they are knowledgeable about the program parameters.  This orientation and training would relate to what units qualify for the program and would include guidelines showing ranges of anticipated savings from an old unit to a unit that complies with the EEPS program.  Education programs would also be provided so contractors would be knowledgeable regarding what documentation must be provided in order for the customer to receive a credit on his/her account for the appropriate incentive amount. 

Staff Conclusion 5.

Staff recommends that Corning’s Gas Fast Track program contain some minimum procedures for quality assurance.
Staff does not identify what minimum procedures for quality assurance would be proposed.   In Interrogatory DPS-5. however, Staff asked Corning to provide details about the specific Quality Assurance plan for this program, including the qualifications of inspectors, the inspection process and the statistical parameters for determining that the quality of installations is acceptable.  Corning does not agree that inspection of appliances or credentials of inspectors should be included in the Company’s quality assurance plan.  If quality assurance measures must be included, however, Corning would establish a quality assurance review of the processes involved in bringing customers into the program along with monitoring and evaluation to see that all facets of the program are customer oriented and that all necessary data is collected and reported as required for the program.

Staff Conclusion 6.

Staff recommends that once the Commission approves final program parameters, Corning be required to submit an energy efficiency program Implementation Plan that describes in detail the overall program and how it will operate.
Corning is willing to provide an Implementation Plan along the lines proposed in Staff’s General Comments, item number 5 (pp. 21-22), with the exception of the items relating to “contractor training,” “Quality Assurance Plan” (as it relates to inspection of appliances) and “coordination with other New York energy efficiency programs, including plans for how the Company will avoid duplication and confusion resulting from overlapping/neighboring programs.”  The cost of these measures for a program the size of the Company’s would be prohibitive and unnecessary. 
Staff Conclusion 7.

Energy savings estimates should be uniform across service territories and be calculated using the technical manual attached as Appendix C.
Corning will conform to energy savings estimating procedures outlined in the document provided as Appendix C in Staff’s comments.

Staff Conclusion 8.

Staff recommends that competitive bidding -- rather than sole-source procurement -- be required as the preferred procurement method for equipment and contracts.

Corning does not intend to procure equipment or enter into contracts regarding this program.  In the event that it is required, Corning would comply to the extent that alternate equipment or services are available.
Staff Conclusion 9.

Staff recommends that any utility proposal for changes to approved program budgets, eligible energy efficiency measures, or customer rebates should be submitted to Staff for review and comment at least 90 days before the proposed implementation date.  Proposals that would result in budget reallocations that would represent a cumulative change of 10% or more from the total approved annual budget should be submitted for Commission approval before implementation.

Corning’s budget, as proposed in the August 2008 filing, may require an increase for administrative costs.  Once Corning has established a budget, any changes outside 10% of the budget would be submitted for review.

Staff Conclusion 10.

Staff recommends that the Commission require Corning to provide a more detailed evaluation plan as part of the detailed Implementation Plan and prior to final approval of any utilities’ evaluation plan.

In response to Interrogatory DPS-14, Corning provided a breakdown showing that the total budget for Evaluation and Market Research was $14,147.  It was further shown in the response to Interrogatory DPS-18 that the evaluation portion of that $14,147 budget item was $6,000.  In Staff’s comments under the “Major Program Parameters” section (p.5), Staff points out that Corning’s portion of the budget was only 4% ($5,946) instead of the EEPS Order requirement of 5% ($7,432). 
Corning does not have sufficient funds – at either the 4% or 5% level – to develop an evaluation plan on its own and would welcome Commission standardization of the evaluation process to the extent that all utilities are providing similar data in similar formats.  Depending on the ultimate scope of any required evaluation plan, Corning’s budget for that element may require a significant increase. 
Staff Conclusion 11.

Staff recommends that proposals to use evaluation funding for market research be reviewed by the EAG and approved by the Director of the Office of Energy Efficiency and the Environment.

Corning has no objection to review by EAG of proposals to use evaluation funding for market research.
Staff Conclusion 12.

Staff recommends that all program administrators be required to report program data and evaluation results on both a quarterly and annual basis.  Staff further recommends implementation of a monthly “scorecard report,” prepared by all administrators, to provide the Commission and the public with a summary of key program achievements (e.g., number of measures installed and customers served, dollars spent, progress toward goals).

Corning does not intend to utilize the services of a program administrator.  All reporting will be provided by the Company according to its approved EEPS program.
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