FACILITIES ENCINEERING ASSOCIATES 128 Garden Street 8B0.677.2285
Farmington, CT obo32 Fax B60.676.9433
www.feace.com

# FEA

FEA designPLUS Newsletter

Bulletin
April 21, 2006
State/Utility Incentive for On-Site Generation

An incentive program has been announced by the State of Connecticut, which offers grants and
loans to companies with on-site power generation. The participating utilities are CL&P and United
llluminating (Ul). The attachments to this bulletin include a newspaper article published in the
Hartford Courant on March 28, 2006, and a draft decision issued by the DPUC on March 8, 2006.

The program offers grants and loans for generation systems installed by factories, office buildings,
hospitals, malls, hotels, convention centers and condominium complexes. Grants are available for
on-site power generation systems up to 65 megawatts in capacity. There is no minimum size.

For new or incremental installations, grants can be $200 per kilowatt for emergency backup
generators and $450 per kilowatt for units running continually. The program guarantees that the
utility will buy any excess power at existing rates for base loaded systems. Depending upon the
system configuration and location of the facility, additional grants of $50 per kilowatt may be
available. For existing generators, ISO offers $80 per kilowatt incentives for an emergency
generation/load response program.

Eligibility & Duration:
Applications for the program should be submitted to the EDC after July 21, 2005. Incremental
capacity is eligible, existing capacity is not. Awards are available to projects approved through

April 1, 2007, and remain available at approved levels for 3 years as long as the project remains
operational. Awards are paid when the project begins operating.

Grants are not available to hospitals, nursing homes or other facilities already required by law to
have emergency generators on hand. But, we believe if you have additional capacity, you can
participate in the emergency/load response program.

If this program sounds interesting and you want to explore this further, FEA will be happy to assist
you. Please contact us if you have any questions.

Rafiq Bulsara, P.E.

FACILITIES ENGINEERING ASSOCIATES
T 860/677-2285

F 860/676-9433

RBULSARA@FEACE.COM
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Docket No. 05-07-17

DPUC Review of the Development
of a Program to Provide Monetary Grants
for Capital Costs of Customer-Side Distributed Generation

Suemmary of Draft Decision

The DPUC issued its draft decision (“Draft”) in the above referenced proceeding on March 8,
2006. Written comments are due on March 15, oral arguments will be held on March 17 and a
final decision is due on March 23, 2006. This proceeding was conducted pursuant to Section 8(a)
of Public Act 05-01, which requires the Department to establish a program which will award one-
time capital grants to customers who install customer side Distributed Resources (“DR”). Per the
Act, the award amounts will range between $200-500/kW and can not be greater than the
projected reduction in FMCCs. This proceeding also will establish additional standards for the
amount of the awards and the process of making such awards.

CIEC, Aegis Energy Services; Connecticut Clean Energy Fund; Connecticut Light & Power
Company; EnerNOC; Kimberly-Clark; Office of Consumer Counsel; Tecogen & Clover
Corporation; United Illuminating Company; United Technologies Corporation; and U.S. Power
all were active participants in the proceeding.

Following are the criteria that the Draft establishes regarding Section 8(a) awards.
Eligibility:
¢ Limited to generators that have submitted a completed interconnection application to the
EDC after July 21, 2005.
* Incremental capacity is eligible, existing capacity is not.
¢ The following are not eligible

o Emergency generation for hospitals, nursing homes and other facilities that are
required under law,

o Gas engine driven air conditioning, gas absorption chillers and other gas engine
driven technologies because they are fuel switching options.

o Projects that receive grants through C&LM fund, Clean Energy fund, near-term
measures docket or other programs already funded by ratepayers. For example,
solar installations will not receive awards as they are already funded by CCEF
funds.

* DG units that receive awards can not receive capacity payments from ISO of C&LM
supplemental payments. These payments are to go to EDCs to reduce FMCCs,
Duration:
* Awards are available to projects approved through April 1, 2007, or approximately one
year unless significant changes to LICAP or other markets occur.
* Awards remain available at approved levels for 3 years as long as the project remains

operaticnal.
*  Awards are paid when project begins operating.
Other Funding:

* Projects must apply for other public funding prior to applying for Section 8(a) awards,
including CCEF and C&LM funds, as these will be considered in the FMCC cost/benefit
calculation.

Timeline for Review:
* DPUC will determine whether applications are complete within 15 days after receipt.
* Award will be granted or denied within 60 days after application is accepted.



¢ EDC will issue money when applicant is in compliance with all operating requirements.
Financial Requirements:
» A five-year financial guaranty, e.g., letter of credit, surety bond, is required equal to
100% of the capital grant and can decrease annually by 20% over 5 years.

Operational:
¢  Minimum ratings for eligibility will not be prescribed by the Department to receive an
award.

*  Awards will not be restricted based on a customer’s peak load or based on nameplate
capacity of the generator.

»  Utilities are required to purchase the output of excess energy through existing rates to
help encourage DR development. Tariffs must be modified to accommodate this order
and submitted within 30 days for approval.

* Facilities must be reducing demand during system peak times (defined as the months of
January, February, June through September, hours 12 p.m. to 8 p.m. each week day) for
five years after in-service date,

¢ Emergency Generators and demand response facilities are required to participate in ISO-
NE 30 minute Demand Response programs.

e DR units must operate at 85% or more of rated capacity when called upon by ISO. If not,
monthly grant is forfeited.

¢ Failure to operate forfeits all remaining security.

Provision of Awards/Forfeiture:

* Monthly award amount, including locational payments, will be calculated by
total/5(years)/6(peak months) = monthly amount. If unit fails to perform during any one
peak month, it forfeits 20% of security.

Performance Moniforing:

* EDCs will monitor DG customer performance and report to DPUC results annuaily.

Administrative costs of monitoring are recoverable through FMCCs.

FMCC and Participant Cost/Benefit Tests:
FMCC Test which analyzes costs and benefits from electric ratepayer perspective
Costs will inchude:
o Section 8(b) utility incentives of $200 per kw
o (ias rebate and low interest loan program costs
Costs will not include:
o Backup rate waivers
o Shifted costs
FMCC Benefits:
o Capacity savings estimated at $7/kW-month or $84/kW-year
o 14% avcided reserve requirement
o Avoided line losses will not be adjusted for
o Energy savings too difficult to estimate but Draft calculates the value of forward
reserve benefits necessary to justify a minimum award of $200/kW for emergency
and load response and a maximum of $500/kW for base load DR.
Non-FMCC Benefits:
o In-service time and project location included
o Project attributes are not included unless they specifically reduce FMCCs

Participant Test reviews costs/benefits from project owner’s perspective.
o Payback period of benefits is set at 5 years



Emergency generation/load response projects — Minimum award of $200/kW;
o Must be enrolled in ISO-NE demand response program
o Supplemental incentives of $80/kW-year approved but if a project receives a Section
8(a) award it can not receive the supplemental incentive of $80/kW
o 5 year contract periods required with all $2/kW-month payments received from ISO-
NE given to the EDCs.

Base Load generation — Minimum award of $400/kW
o Net benefits estimated to be approximately $280/kW

Bonus awards;
o $50/kW for locating in 54-town SWCT area + an additional $50/kW for locating in
Norwalk-Stamford sub area (therefore $100/kW extra if locate in Norwalk-Stamford)
o Criteria - Must be operational by April 30, 2008
o If operational May 1, 2008 - April 30, 2009 bonus award decreases by $25/kW.
¢ If operational after April 30, 2609 — no bonus award



