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I. BY THE COMMISSION

A. Statement 

1. The Commission held five days of evidentiary hearings in this matter beginning on Monday, April 21, 2008.  At the conclusion of those hearings, we discussed specific guidance to the parties concerning the preparation of Statements of Position.

2. We indicated that three general approaches to an incentive have been presented in this docket and that we wished for parties to include a discussion of these three approaches in their statements of position filed in this case.  The three basic approaches are:

a) Public Service’s original proposal, which awards an incentive that is based upon a measurement of the net economic benefits resulting from the DSM;

b) Compensating the utility for lost margins resulting from DSM along with a relatively smaller incentive that is based upon a portion of the net economic benefits; and

c) Methodologies more closely related to traditional regulatory approaches.

3. Also during our discussion of Statements of Position, we acknowledged that the cost recovery method is a component of the overall demand side management (DSM) incentive and that various cost recovery methods have been presented in this docket.

B. Discussion

4. We acknowledge that there are numerous issues that will be addressed in this docket and may be expected to be addressed in the parties’ statements of position.  We are not providing guidance concerning any issues other than the DSM incentive issue described above.

5. We would like all parties to address in their Statements of Position, particularly those parties that advocated a position concerning incentives in this docket, the pros and cons of each of the three general approaches described in Paragraph 2, above.

6. We further request that parties present their preferred approach to a DSM incentive in this docket and their rationale supporting this preference.

7. We recognize that each approach listed in Paragraph 2 above has pros and cons associated with it.  For that reason, we ask that each party identify the arguments for and against each approach.  In particular, we do not think it is feasible that a given approach has no merits or no blemishes.  

8. In order to aid in the presentation of a party’s position, we will accept, but not require, illustrative examples of how any or all of the incentive approaches operate. The examples should be illustrative only.  We are interested in how the various incentive approaches perform as various inputs change, such as various DSM goal levels, and various performance levels (such as net economic benefits, cost-effectiveness, expenditures, etc.), and whether these changes affect the pros and cons as presented.  We are also interested in the impact of the cost recovery method upon the incentive.

II.
ORDER

C. The Commission Orders That:

1. Statements of Position shall include the pros and cons of the three general approaches to demand side management incentives as discussed above.

2. The page limit on Statements of Position is waived to the extent that this required exposition requires additional pages beyond the limit.

3. This Order is effective on April 25, 2008.

D. ADOPTED IN COMMISSIONERS’ HEARING IN THIS MATTER 
April 25, 2008.
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� Closely related to this approach is the proposal put forth by EEBC, which proposes additional factors to include in the measurement of performance.
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