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Electric Uility Restructuring

Order Approving Energy Assistance Program and Establishing the
Community Action Agencies as Program Adm ni strator

Novenmber 1, 2000
PROCEDURAL HI STORY

On February 28, 1997, the New Hampshire Public Utilities
Comm ssi on (Comm ssion) issued Order No. 22,514 adopting a statew de
electric utility restructuring plan. 1In Section IV, A (3) of that
pl an, the Conm ssion authorized the establishnent of a | ow inconme
assi stance programto be funded through a system benefits charge.
The Conmi ssion found that the $13.2 million |evel of funding proposed
by the Community Action Agencies, Save OQur Hones, and the O fice of
Consuner Advocate, would provide benefits to roughly half of the
approxi mately 50,000 | ow i ncone househol ds across the state and was
consistent with both RSA 374-F: 1,1 and 374-F:3,V.

The Comm ssion established three goals for the program
first, to bring the electric bills into the range of affordability;
second, to encourage conservation and the use of energy efficiency
mechani sms to make electric bills nmanageable; and third, to nake the
nost effective use of limted funding. The Comm ssion al so
established a working group to advise it on the devel opnent and

i npl ementation of a |low incone assi stance program and tasked the
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wor ki ng group with devel oping a request for proposals to select an
organi zation experienced in the provision of |ow income energy
assi stance in New Hanpshire to adm nister the program

In April 1997, the Low Income Wirking G oup (Wrking
G oup), which included representatives of NH Legal Assistance, the
Governor’s Ofice of Energy and Community Services, the Electric
Restructuring Coll aborative, Connecticut Valley Electric, Ganite
State Electric, NH Electric Cooperative, Public Service Conpany of
NH, Unitil, the Ofice of Consuner Advocate, and the Comm ssion
Staff, submtted a draft request for proposals to the Comm ssion for
t he selection of a program adm nistrator. The Conmunity Action
Agenci es (CAA) were the sole respondents to the request for proposals
i ssued by the Conmm ssion

During the next year, the Wrking Goup and CAA worked to
devel op an electric assistance program for |ow incone custoners. On
February 24, 1998, the Working Group filed a status report with the
Comm ssi on which outlined, in general ternms, the proposed assistance
program The Working Group submtted its final recommendations for a
| ow i ncome el ectric assistance programto the Comm ssion on August
28, 1998. The Commi ssion held a hearing on March 9, 1999 to consi der

the Working G oup’s recommendati ons.

1. SUMVARY OF THE LOW I NCOVE WORKI NG GROUP' S RECOMVENDATI ONS
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The Working G oup recomrended that the Commi ssion
i npl ement a fixed credit paynent plan designed to provide affordable
bills to participants, thereby notivating themto change their
paynment habits and make regular and tinmely paynments on their electric
bills. Because there was concern that many of the custoners who
woul d be eligible for the program may have past due bal ances owed to
the distribution conpany, it also recomended the Comm ssion include
in any programthat was inmplenented a program conponent to address
out st andi ng bal ances. During the March 9, 1999 hearing, the Wrking
Group stated it believed requiring program participants to continue
to make paynents on an unaffordabl e past due bal ance woul d defeat the
pur pose of the program which is to make bills affordable thereby
incenting custonmers to change their paynent habits. To bal ance the
unknown i npact an arrearage forgiveness program woul d have on the
di stribution conpanies’ costs, the Wrking G oup recomended a pre-
program arrearage forgiveness conponent be established for the
el ectric assistance program (EAP) on a pil ot basis.

The Working Group identified six entities that would have
key roles in the electric assistance program the Comm ssion, the six
Community Action Agencies, the six jurisdictional electric
di stribution conpanies, the Governor’s O fice of Energy and Conmunity
Services, EAP participants and an EAP Advi sory Board. The rol es of

each of the program partners are described bel ow
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Public Utilities Comm ssion - The Comm ssion has responsibility

for the design and inplementation of the EAP. The Conmi ssion
wi || maintain ongoing oversight of the program and nodify the
program as necessary. The Conm ssion will also be available to
resol ve di sputes between participants, the utilities and the
CAAs.

Community Action Agencies - New Hanpshire's six Community

Action Agencies (CAAs) will be responsible for the daily
operation of the EAP and insure conpliance with program
parameters within their regions. One CAA will serve as the

| ead agency for all six CAAs. The Lead CAA will serve as
program coordi nator, responsible for the internal nmanagenent
and daily adm nistrative functions including nmonitoring all six
CAA' s program performance. The daily operational activities of
the EAP will include marketing, outreach, intake, education,
counseling, certification, recertification, credit

determ nation, grievances and renoval from the program

| ndi vi dual CAAs will also be responsible for reporting
necessary data to the Lead CAA and utilities.

Jurisdictional Electric Distribution Conpanies - The

jurisdictional electric distribution conpanies (utilities) wll
be responsible for collecting the system benefits charge from

custoners, applying EAP credits to participating custoner
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accounts, and reconciling the funds collected with the credits
applied. The utilities will also participate in other program
conponents such as marketing of the EAP. The utilities wll
provi de applicants' energy usage and billing history to the
CAAs to utilize in the certification and credit determ nation
processes. The utilities will also notify the CAAs when EAP
participants fall behind in their paynments. Finally, the
utilities will provide the necessary data and reports required
to nonitor the utilities' role in the EAP.

The Governor's O fice of Energy and Community Services - The

Governor's O fice of Energy and Community Services (ECS) w ||
be responsible for the fiscal management of the EAP funds.
Since the system benefits charge is statew de rather than

di stribution conmpany specific, it is unlikely that any one

utility will collect the exact ampunt that is to be credited to
its own custoners. ECS will be responsible for the true-up
anong utilities. ECS will also provide ongoing program

anal ysis and nake recomendati ons to the EAP Advi sory Board and
the Comm ssion. ECS will provide programreports to the CAAs,
utilities, and the EAP Advi sory Board and alert themto any
patterns or trends that could have a negative effect on the
ability of the programto neet its various goals. ECS wll

al so assist in resolving operational issues or conplaints for
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the utilities and CAAs upon request. Finally, ECS s nonitoring
responsibilities will include periodic assessnments of the
ef fecti veness of the EAP statew de.

EAP Participants - EAP applicants will be responsible for

providing the informati on and docunentation required for the

certification and recertification processes. Once accepted

into the program EAP participants will be responsible for
paying their bill in full and on time. Participants who have a
pre-existing arrearage will be required to make paynent on
their past due bills. EAP participants will also be expected

to follow the program guidelines outlined in the signed
agreenent between the individual and CAA.

EAP Advi sory Board - An Advisory Board will serve as a conduit

bet ween the parties involved in the program and the Comm ssion.
The Advisory Board's responsibilities will include |ong-term
oversi ght of the EAP, the drafting of policy recomendations
and the provision of clarification and guidance to the parties
responsi ble for adm ni stering the program
Eligibility for the EAP will be based on income and
el ectric usage. Households with an incone |ess than or equal to 150%
of the federal poverty level will be eligible to apply for the
program EAP incone eligibility guidelines will be re-eval uated

annual Iy, and programeligibility will be for a twelve nonth peri od.
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Benefits to EAP recipients will be based on an annualized fixed
credit. The goal of the credit is to reduce a participant's electric
bill to 4% of income for general use custoners and 6% of incone for
el ectric heat custoners. While the total anmpunt of each
participant’s credit is determ ned on an annual basis, the nonthly
credit will be higher in the winter, i.e., Novenber through March,
when bills are | ess affordable due to increased heating and |ighting
costs. Accordingly, the nonthly credit will be lower in the
non-w nter nonths. The anount of the credit will be determ ned by an
EAP househol d's incone | evel, the household' s estimted or historical
annual el ectric usage and whet her or not the household s use of
service is heating or non-heating.

The EAP includes an inportant conservation el enent

in that the participant's nonthly paynment will decrease for
the duration of the benefit year if the participant's electric
usage decreases. Furthernore, the education conmponent includes
information on | ow cost/ no-cost energy conservati on neasures.
Whi l e the EAP encourages energy conservation, it does not address the
barriers that prevent the |ow incone community from accessi ng nore
capital -intensive energy efficiency neasures that would result in
| ong-termreductions in consunption and bills. However, the
recomrendati ons put forth by the Working Group suggested that it

woul d be premature to commt EAP program funds to energy efficiency
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measur es absent solid program data and experience. The Wrking G oup
asked the Comm ssion to defer consideration on the use of EAP program
funds for targeted energy efficiency measures until program history
and data can be reviewed and the true costs of the EAP can be
identified.
I LEG SLATI VE CHANGES

RSA 369-B: 1, XIIl, RSA 369-B:3, 1V(b)(6), and RSA 374-F: 4,
VIT11(g), which were enacted by the Legislature during its 2000
session and becane effective on June 12, 2000, refer to the electric
assi stance program RSA 369-B:1, XlI|l addresses the design of the | ow
i ncone program RSA 369-B: 3, 1V(b)(6) fixes the system benefits
charge at $0.0020 per kWh for PSNH for the 33-nonth period starting
on conpetition day and directs the Comm ssion to divide the system
benefits charge between | owincone assistance and energy efficiency?
while RSA 374-F: 4, VIII(g) limts the system benefits charge for all
utilities to the level set for PSNH during the 33 nonth period
followng the start of conpetition for PSNH.

On July 19, 2000, the Conm ssion, through its General

1

In the rel evant provisions of Chapter 249, codified as
RSA 369-B:3, |1V, the Legislature did not establish any
requirenments outright. Rather, it set out certain
determ nations that the Comm ssion was required to neke,
and conditions the Comm ssion was required to inpose on
PSNH, in any finance order approving the securitization
of PSNH stranded costs. The Conm ssion did so in Order
No. 23,550 (Septenber 8, 2000).



DR 96- 150 -9-
Counsel, issued a letter soliciting comments on the division of the
system benefits charge.? In their conments regarding the division of
t he system benefits charge, Granite State Electric Conpany (GSEC)and
Representative Jeb Bradley raised i ssues about the design of the
el ectric assistance programrecomended by the Working Goup. Wile
GSEC offered no recommendati on to the Conm ssion on what woul d be an
appropriate division of the system benefits charge, it did suggest
that recent statutory changes provide the Comm ssion with an
opportunity to review the electric assistance program recommended by
the Working Group. GSEC al so recommended that the Comm ssion ask
the Working Group to consider nodification of the interimelectric
assi stance programas the final formfor a statewide electric
assi stance program citing advances in technol ogy, changes in
circunstances and the accunul ati on of additional experience as
reasons for changes and inprovenents in the program

Representative Bradley’'s comments did contain a

recommended appropriate division for the system benefits charge. In
addi ti on, Representative Bradl ey expressed concerns that the proposed
program woul d result in higher adm nistrative costs than the interim
prograns adopted by Granite State Electric and NH El ectric

Cooperative. He urged the Conm ssion to anal yze whet her

2

The division of the system benefits charge is addressed in a
concurrent order being issued today.
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i npl enentation of an individualized incone assi stance program

is worth the additional adm nistrative cost involved in

providing one. In his coments, Rep. Bradley estimted that
personnel costs alone could run just under $1 mllion and
overall adm nistrative costs could total $1.75 mllion

representing over 13 percent of the overall budget, excluding
utility costs. Rep. Bradley also indicated concern over the
start-up costs for the program reconmmended by the Working G oup,
particularly the |arge planned expenditure on conputers and
printers. Representative Bradley also suggested the Conm ssion
consi der issuing a new request for proposals in order to determn ne
the appropriate design for the | ow i ncome program
V. COWM SSI ON ANALYSI S

While the | evel of New Hanpshire's electric rates has been
a difficult burden for all customers, it is particularly difficult
for those with |ower incones. |In an effort to bring sone assistance
to custoners prior to the inplenentation of a statewi de electric
assi stance program we have approved interim assistance prograns,
desi gned as flat percentage discount programs for GSEC and the New
Hanmpshire El ectric Cooperative (NHEC). We are not convinced, however
that the flat percentage discount programis the best nodel for
achieving the goal of assisting |ow income custoners to manage and

afford essential electric service, as required by RSA 374-F: 3,V(a).
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RSA 369-B: 1, Xl states: “The conm ssion should design
| ow i ncome prograns in a manner that targets assistance and has high
operating efficiency, so as to maxim ze the benefits that go to the
i ntended beneficiaries of the |low inconme program” \While we have not
requi red any changes to the prograns or the outreach efforts because
they were interimprograms that will eventually be replaced by a
statewi de programthat woul d target assistance and make the npst
effective use of limted funds, we find that the design of the
interimprograns, which GSEC suggests we adopt as the design of the
st atewi de program does not neet the intent of RSA 369-B:1, XlII.
The interim assi stance prograns do not target assistance. Custoners
with incones of $12,000 per year receive the sane bill reduction as
custonmers with inconmes of $24,000 per year. While adm nistrative
costs are relatively low, one neasure of operating efficiency, those
costs cannot be conpared directly to the costs of adm nistering a
targeted programthat maxim zes benefits to participants. The design
of those interimprograms would be different if they were to be the
final approved prograns. Additionally, as is evidenced by the | ow
participation rates in both the GSEC and NHEC progranms, nore custonmer
education, marketing and outreach is needed, all of which have a
cost .

We share the concern rai sed by Representative Bradley

regardi ng adm ni strative cost. However, we believe that targeting
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assi stance and maxi m zing the benefits to participants both suffer
when adm ni strative costs are the sole driver behind program design.
As we nentioned above, the interim prograns do not target assistance
to those who need it the nost. Because of the lack of targeting, it
is possible customers who would not be eligible for assistance under
t he programrecomended to us by the Wrking G oup would receive
benefits under a program nodel ed on the interim prograns.

In contrast to those interimprogranms, we find that the
statewi de program while it has higher adm nistrative costs, nakes
the nost effective use of |imted dollars by targeting the nost
amount of assistance to those consuners with the least ability to
pay. This approach maxi m zes the benefits to the intended
participants. W believe this is the nost equitable nmethod of
di stributing program benefits. It also ensures that only those who
need the benefits to make their bill affordable receive them

We do not approve the EAP sinmply for the sake of

di stributing benefits to | ow-income custoners. The distribution of
benefits ought to be a neans of acconplishing a goal. The

|l egislative directive is to offer “programs and mechani sns t hat
enabl e residential custoners with ow inconmes to nmanage and afford
essential electricity requirenents.” RSA 374-F:3,V(a). Also, the
structure the Working Group has devel oped shoul d be effective in

creating an inprovenent in the paynent habits of program
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participants. As a result of the receipt of regular and on-tine
paynments from what have heretofore been paynent-troubled custoners,
long term benefits, in the formof reduced working capital costs to
the utilities and their ratepayers, can be provided to the utility
and its remai ning custoners.

During the course of our deliberations, we considered many
of the sane questions raised by those parties who responded to our
invitation to comment on the system benefits charge division.

Not hing in the coments we received have persuaded us to deviate from
our oral deliberations regardi ng program design. W have al so
reviewed the transcripts of the March 9, 1999 hearing that we held on
the Working Group’s proposal and note that none of the parties who
subm tted comments on August 18, 2000 regarding the system benefits
charge division spoke agai nst the design of the proposed programthen
or raised any of these concerns or questions. |In fact, a
representative of GSEC sat on the panel which testified at that
hearing in support of the proposed program we consi der today. W
continue to believe the programthat the Wbrking G oup has devel oped
and recommended is nore efficient in distributing dollars froma
program perspecti ve.

We find that setting the I evel of paynent by the
participant at a |evel roughly equivalent to the paynent |evel of

non-|l ow i ncome custoners neets the test of affordability. Although
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the thresholds of 4% of inconme for non heating custoners and 6% of
income for heating custonmers are slightly higher than the percentages
of inconme spent by non-low income custoners on electric bills (as
indicated to us during Decenber 1996 hearings in this docket), we
find that using those percentages will bring the burden of paynent
for low income custoners into the sane range as that of non-Iow

i ncone custoners. Targeting the benefits to participants in the way
we have just described will make the nost productive use of |imted
program dol | ars.

In its recomendation to us, the Working Group proposed an
arrearage forgiveness programfor EAP custoners with pre-existing
arrearage. While there is no readily available informtion about the
nunmber of |ow incone custoners with arrearage or the dollar anmpunts
of those arrearage, it is reasonable to expect those custoners who
will be eligible for the EAP are nore paynent-troubled than other
utility custonmers and may be nore |likely to have past due bal ances
owed to the utility. It would be contradictory to the program goal
of making bills affordable if EAP-eligible customers could not take
service under the EAP because they were unable to neet the threshold
arrearage paynent requirenents of existing Conm ssion rules relative
to credit and collection. |In addition, it may contribute to a higher
drop out rate for program participants. Wth that in m nd, we have

reviewed the proposal nmade by the Working Group for an arrearage
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forgi veness plan. It would be unfair to other ratepayers, who would
ultimately pay for any wite-offs in the formof higher rates, if a
program partici pant was absolved of all responsibility for an

out st andi ng balance. We think it is appropriate to require EAP
partici pants to make paynents, albeit small, towards the outstanding
bal ance, and we find that the match by the program should serve as a
good incentive for program participants to nake their paynent in full
and on time each nmonth. |In this way, the proposal strikes a good

bal ance between the needs of the utilities, other ratepayers and EAP
partici pants.

In its recommendation, the Working G oup asked us to do
several things. The group asked us to approve the policies and
recommendations outlined in their report to us. We wll do that
t hrough the issuance of this order. The group al so asked us: to
advi se them of any policies that may require revision during
i npl ement ati on of the EAP; to approve the Community Action Agencies
as adm nistrator of the program to authorize the Governor’s O fice
of Energy and Comrunity Services to serve as the program nonitor,
eval uator, and fiscal agent; to authorize the establishment of an EAP
Advi sory Board and direct the Working Group to provide
recommendati ons as to the conposition of the Board; to evaluate the
NH Code of Administrative Rules, Puc 1200, and revise it, as

necessary, to include the EAP; and to authorize and commt the
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expenditure of funds prior to the collection of the system benefits
charge for the purpose of devel oping the conmputer system functi onal
specifications and building and testing the comunication system
with the condition that no funds be disbursed wi thout the specific
aut hori zation fromthe Comm ssion. W will| address each item bel ow.
Wth regard to the adm nistration of the EAP, we have
reviewed the Community Action Agency bid and wll adopt the Working
Group’s recommendati on to authorize CAA to be the program
adm ni strator.
The issue of start-up costs incurred by CAA, as the
adm ni strator, was raised during our hearing. CAA has provided us
with an estimte of $347,000 for conputerization start up costs. W
w Il authorize CAA to expend up to that total amount, noting that CAA
initially requested $65,000 for the purpose of devel opi ng software
and for the cost of a project director. During our oral
del i berations, we requested CAA submt a budget schedule for the
remai ni ng cost of approxi mately $272,000 and determ ned that those
projected costs would be paid for under the special assessnent
statute, RSA 365:37,11. CAA has submtted the requested budget for
the remai ning $272,000 in start-up costs. We urge CAA to take
advant age of conpetitive pricing to obtain the best price that it can
for any conputer-rel ated purchases. W would also rem nd CAA that,

to the extent any of these hardware or software purchases wll be
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used for other CAA run prograns, the cost ought to be all ocated

bet ween EAP and any ot her CAA-run program We will rely on auditing
and eval uation by our Staff to ensure the expenditures by the CAA are
appropriately allocated between the devel opnment of this program and
ot her prograns that CAA already oversees.

The Governor’s O fice of Energy and Community Services
performs program eval uation and acts as fiscal agent for the federal
| ow i ncome honme energy assi stance program (LI HEAP). Rather than
create those systenms within the Comm ssion, it would be nore
efficient to enter into a menorandum of understanding with ECS to
utilize the existing systens and oversight there to performthe
program eval uation for EAP and for ECS to act as fiscal agent. W
believe it is appropriate for Comm ssion Staff to participate in the
eval uati on and auditing of the program however, and direct Staff to
work with ECS on this matter. Program evaluations are a critica
conponent in our nmonitoring and review of any ratepayer-funded
program including this one. W direct ECS to submt to us a
detailed, formal plan for program eval uation including frequency of
eval uation and a description of the resources which they will devote
to evaluation. Process evaluations shall be conducted annually, or
as ot herw se specified by the Comm ssion, and inpact eval uations
shal | be conducted as determ ned by the Comm ssion. However, the

first inmpact evaluation should not occur until such tinme as
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sufficient data has been collected to show programresults. Fundi ng
of any menorandum of understanding we enter into with ECS will cone
fromthe system benefits charge.

As part of the program eval uation, we expect ongoing
evaluations to provide us with additional information on the issue of
whet her the reduction in bills to | ow incone custoners results in
increased electric usage. Mst of the studies that were cited by the
Wor ki ng Group suggest this has not been the case with burden-based
bill assistance programs |ike EAP. Accordingly, we do not believe
t hat changes to program design are necessary to prevent increase in
usage by EAP custoners, especially because the programis desi gned
such that |low incone custonmers pay nore if they use nore electricity.
However, program data relative to this issue should be collected and
nonitored to eval uate whether the programresults in increased usage.
The Advisory Board can assist in such nonitoring and eval uation, and
therefore, we direct the Working Group to further devel op the role of
an EAP Advisory Board and to submt to us a recomendation for the
conposition of such a board.

Because EAP start-up costs incurred by CAA and ECS are
prerequisites for the program we believe they should be funded by
the system benefits charge. VWhile we have already addressed funding
for a menorandum of understandi ng between the Conm ssion and ECS for

EAP rel ated service perfornmed, we have not yet addressed how CAA
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ongoi ng adm nistrative costs will be funded. W find it appropriate
to fund adm nistrative costs for this programthrough the program
fund as we do for other ratepayer funded prograns. There is a
related i ssue as to whether utility start-up and ongoing O&M costs
shoul d cone out of the program fund or whether they should be
considered to be a restructuring charge and ot herw se funded.
Because these are costs that are specific to this program we believe
t hey ought to be funded through this program W will direct the
utilities, ECS, and CAA to submt to us on a quarterly basis, at
| east for the first year of the program reports on their
adm ni strative expenses. |In subsequent years, we may require
reporting on a |l ess frequent basis. Recovery of all such costs from
the programfund will be subject to review and approval by the
Conmi ssi on.

There was sone question during the hearing as to whether
i ntegration between the various conputer systens of the electric
utilities, CAA and ECS could be done internally by the utilities. It
was recommended by at least a few of the utilities that a consultant
be hired for that purpose. W are concerned that the conputer
systens of the various program partners be able to communicate with
one another. A seanless integration between the CAA and the
utilities seens critical to the success of the programand to

m ni m zi ng confusion for program participants. |In order to ensure
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that all the program partners can communi cate with one another, we
wi Il authorize the Working Group to draft a Request for Proposal
(RFP) to hire a consultant to finalize the computer system functi onal
specifications and be responsible for building and testing the
communi cati ons system \While we believe that the costs of hiring
this consultant are start up cost of the EAP, there is no current
program fund from which to pay the consultant. Accordingly, the cost
of the consultant shall be paid for under the special assessnent
statute, RSA 365:37, Il. W wll give consideration to filings from
utilities, however, which request recovery of those expenses fromthe
program fund.

There was al so a question as to whether energy
efficiency/conservation prograns for |ow inconme custoners ought to be
part of the energy efficiency/conservation portion of the system
benefits charge or whether it should be a part of the |low inconme
portion of the system benefits charge. The EAP and energy
efficiency/conservation prograns for |ow inconme custoners are
separate, distinguishable progranms. It is nore appropriate for the
energy efficiency/conservation related charges, to the extent that
there are any, to be considered on a going-forward basis as part of
any system benefits charge related to energy efficiency/conservation
prograns rather than as a part of the | ow incone portion.

Wth regard to a rulemaking, we will ask our Staff to
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revi ew our Chapter 300 and 1200 rules and identify what rul e changes
woul d be needed to include the EAP. However, given the restrictions
i nposed upon the Conmm ssion under the federal court injunction, we
wi Il not proceed with any formal rul emaking process until those
i ssues have been resol ved.

Based upon the foregoing, it is hereby

ORDERED, that with the nodifications and clarifications
not ed above, the recomendati ons submtted to us by the Low Inconme
Wor ki ng Group are approved; and it is

FURTHER ORDERED, that the Low Income Working G oup work
with Staff in devel opi ng program eval uati ons and submt said program
eval uations to the Comm ssion for review and approval;
and it is

FURTHER ORDERED, that the Low Income Working G oup provide
the Comm ssion with a recommendation regardi ng the conposition of the
Advi sory Board as well as a proposed inplenentation schedule for the
EAP by Novenber 22, 2000.

By order of the Public Utilities Comm ssion of New

Hanmpshire this first day of Novenber, 2000.

Douglas L. Patch Susan S. Ceiger Nancy Brockway
Chai r man Comm ssi oner Comm ssi oner
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Attested by:

Claire D. DiCicco
Assi stant Secretary
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