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CLC Aggregation Development Process

# 1997: Passage of Massachusetts Electric Restructuring Act, with MGL
164 S. 134 allowing the formation of municipal aggregations based on
state-approved plans

# 1998 — 1999: Development and refinement of Community Choice
Aggregation Plan with input from Cape Cod towns and public

e 1999 - 2000: Solicitation for power supply under proposed
Aggregation Plan and negotiation of form of competitive electricity
supply agreement (CESA) with Select Energy

¢ May 2000: Submittal of petition, proposed Aggregation Plan, and
proposed CESA to Department of Telecommunications & m:m_,@< (DTE)

- ® August 2000: Approval of Aggregation Plan under DTE 00-47 defining
| ______”____.___.______oc_mo:ém Uo__o_mm m:a nﬂoomacﬁmm dno_) O_.O Uoémq mcnn_< n_,omqma _
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__._._.o__EEN_.m__ and encourage energy efficiency

Community Choice Aggregation Plan Sets
[ audable Objectives

To aggregate all consumers on a non-discriminatory basis
To acquire the best electricity rates and transparent pricing
To provide equal sharing of economic savings

To enhance consumer protection and service options

To improve quality and reliability of service

To encourage environmental protection

To utilize and encourage renewable energy development




Municipal Aggregations in Massachusetts:
CLC First Sets Example, Now Raises Flags

& CLC’s Community Choice Aggregation Plan was the first to gain
approval in the sfate. CLC has operated m:m@% efficiency and
woémﬁ supply programs and done consumer advocacy for more

han a decade. The efficiency and advocacy programs began
operation before the supply program, which has imposed higher
rates on local consumers.

® Additional aggregations have been formed in Marlborough,
Ashland rc:msccﬂm, and other communities based on the CLC
model. They only o er power supply programs. When rates
exceed those of the incumbent utility, they suspend operations
until more favorable pricing is available.

@ Several proposed m@ﬁmmmmo:m are under review by the state ._
S mem:_\:m:ﬁ of Public Utilities and Attorney General's Office of
. Ratepayer Advocacy (11-52, 12-39, 12-94, 13-10-13-37). These
_m__m@ regations are facing intense scrutiny over governance, .
-administration, representation, procurement, rate setting, mill

harge, and other concerns associated with CLC.

 The laudable goals and specific obligations set forth in the Aggregation Plan deserve broad -
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“Best Electricity Rates” — Supply Program
Performance Under ConEdison Solutions (CES)

Residential supply
costs exceed NStar by
>$35 million

Pricing transparency
and n_mmo_om.:mm have
been insufficient

Impact to individual
consumers is >$250,
including $20+ in 2013

Other aggregations
shut down when prices
exceed market referent

- Previous DPU ruling
. (00-47C) allows for

~ continuation of
: _._mm_o_m:n_‘ E.om_.m_‘:m .

Adverse Cost Impact of Cape Light Compact Aggregation on
Residential Consumers by Month, 2005-Present




“Transparency” & “Accountability” - Imposition of
Mill Charges & Handling of Ratepayer Funds

Where We Started

® Aggregation Plan: CLC was allowed to collect ratepayer funds in very
limited amounts only to support the administration of its power supply
program on behalf of consumers, only if funding from Barnstable County
were not available, and only after a dedicated public process concluding
in an affirmative vote by representatives of individual communities.

Where We Are

% Today: CLC can impose mill charges in any amount, at the whim of a -
i m_:@_m individual, Ms. Margaret A. Downey, and with no public :mm::@
:ccﬁ or moE::< m:a ﬂmﬁ@nmu\mﬂ E:am 3m< Um cmma dnoq. m:< _uc:uomm




“Agreed-Upon Procedures” Study* Raises Key
Questions, Avoids Others

Sullivan & Rogers (S&R) Tasks Relating to Power Supply Program

% Verify appropriateness of disbursements from the Power Supply Reserve Fund
from 07/01/03 — 12/31/08 based on whether expenditures are “consistent with
the purpose of the Fund”

¢  Review “Request for Proposal” processes used to select competitive suppliers
for the period 01/01/05 — 06/30/12

Key Questions

¢ Did review of Reserve Fund expenditures address concerns regarding collection
of mill charges and use of ratepayer funds?

® No — Findings are contingent on how CLC officials defined “the purpose of the fund.”
Further, the study did not cover all collections, did not address specific contractual
requirements, and did not address the mtmoio requirements in the Aggregation Plan.

@  Did assessment of supply procurement practices address concerns _,m@ma_:@
Oro CES relations, particularly the mmmo 000 “grant” used to launch CVEC? -

Zo — The mE&\ underscores concerns by. oo:QcQS@ Smﬁ 2006 CLC-CES m:ﬁbc\
mmwmmami involved a noncompetitive process, contrary to. CLC’s previous:
wmb._\mmmimuo:m mSQ a oo:#moﬂ mims@on oo:#mQ 8 Q.O m \mﬁmmw <m@on of the fact

*The ﬁ@_\mmq.cbos \u\onchwmm \mﬁm? w@bammi a s\mmﬂm om ﬁmﬂmbm_\ma E:Qw aS, %mﬂ m:o&a._.m
not be construed as a criticism of S&R. o




Outline - It All Starts With the Mill Charge

¢ Regulatory Basis for Practices Relating to Mill
Charges Under Aggregation Plan in 00-47

¢ Subversion of Regulatory Processes Under 01-63 &
04-32

@ Questionable 2006 Supply Contract and $520,000
“Grant” From CES

® Conclusions & Recommendations

tcc:o oozégo: comes in SmE\ different wosﬂm ‘but concentrated bos\mw ambition mSQ QB@Q
“and a lack of transparency and accountability are always at its core. Through the CLC (and -
OSMQ the “fraud, waste, and abuse” center on mill charges — 1 mill equals 1/10% of a cent —
‘that have been _Soﬁobm% imposed on ratepayers and then mpo:mQ to do unauthorized 35@@ |
This seemingly innocuous charge creates opportunity for mischief in contracts where prices are
Qmoxmq fo the 1/1000" of a cent and where a 1-mill/kWh adder generates revenues that add so_. w
-quickly given the >1 billion kWh b:wormmmq 53:@: the. Q.O Supply program each year. -




Aggregation Plan Under 00-47 Allows Mill
Charges Only for Contract Administration

“Barnstable County funding of the Power Supply program at a reduced level is
anticipated to continue to cover contract maintenance as a regional service for
consumers at a fraction of the savings achieved. In the event that Barnstable County
funding would no longer be available, the Compact may utilize a variety of funding
sources, including without limitation: funds based on a fraction of consumer benefits
expressed as a kilowatt hour charge [equivalent to fractions of a mill per kilowatt
hour], as a portion of shared savings, or separate private funds.”

“If power supply program funding were to be derived from a portion of shared
savings or a kilowatt hour charge [in an amount equivalent to fractions of a mill],
such determination would also take place in a public process, that would inciude
public notice, a public hearing, and a weighted vote by Compact representatives. 3

~ weighted vote on the Compact Governing Board follows the standard of weight _u<
Uo_uc_m:o: of each town.] DTE approval of such a charge would be sought to the

-extent that such approval is required. Such a charge- ooc_a cm a nmqom:ﬁmmm Qn Em
savi 3@m omwﬁoﬂ:ma are mo:_ms_,_@ 58:@: :Jm US@BB

§E smsmcmmm N.mxm: from Sm bomammmno: Ems sefsa ::Scow Qﬁ om%ma m:Q ammm:o:o:m
" regarding the imposition of mill charges on ratepayers. - . .



Original Form of CESA Under 00-47 Includes Mill
Charge Consistent with Aggregation Plan

”

® Contract with Select Energy included “Administrative Fund
provision

® Provision allowed charge to be imposed on consumers only
if requested by CLC on behalf of participating municipalities
and with DTE approval as required

® Provision om_u_umo_ allowable charge: “Such fees m:m__ soﬁ
e mxomma mo ooow Um_, _A__oémﬁ :oc_‘ in m:< m.<m2 .

- C:Qmw o:@S& Ommb SE o:m@m was ogo:m\ was m:@mom to mbbwoﬂ\m\ E\ 853\8::&\
3 ‘members and the state, and-was limited to only fractions of a mill.- _




DTE Approves Aggregation Plan Under 00-47 &
Pilot Program Under 07-63

August 10, 2000 Order
(http.//www.env.state.ma.us/dpu/docs/electric/00-47/81000dpuord.pdf)

# “The Department approves the Compact’s Plan...” based on its
consistency with MGL

October 23, 2001 Order
(http://www.env.state.ma.us/dpu/docs/electric/01-63/1023finorder.pdf)

¢ “The Compact states that the proposed Pilot Project is based upon its
Aggregation Plan, approved in D.T.E. 00-47”

% Approval is v8<_m_o:m_ based on CLC’s covenant that any CESA
______________”______:m@o:mﬁma <<_5 a mc_ov__mﬂ <<oc_a @cm«msﬁmm mmﬁ:@m for oo:m:qum m:a

- CESA ss,: wm\moa m:m_.@\ :m,\mw s\@i .58 mﬁmow Q:m 8 Smﬁxﬂ oo:QEo:m OhO oEo..m\m next
. m:Qmm,\oBQ 8 \m::o: the m:bne\ program on a pilot basis for a subset of consumers <E:@1m2®
. 8 szxﬂ pricing above the discounted “standard offer” rate.




CLC Breaks Covenant Under O1-63 By Negotiating
CESA With Unauthorized Mill Charge (Part 1)

March 15, 2002 Filing — Mill Charge Language from CESA

15.3 Reserve Fund (Part 1)

In order to ensure timely access to funds and: (a) provide the Compact with further financial
security in the event Supplier declines to or otherwise fails to indemnify it pursuant to Article 13
and that the insurance coverage pursuant to Article 15.1 and the other financial sureties
provided pursuant to Article 15.2 are unavailable or insufficient, and (b} provide the Compact
with a special reserve fund (“Reserve Fund”) to give further assurances that the Compact will
be able to respond appropriately to any risks associated with this Agreement, Supplier agrees
to collect on behalf of the Compact, one mill ($.001) for every kWh sold to Participating
Consumers for the first eight (8) months after the Start-Up Service Date. Supplier shall remit to
. the Compact or its designee on a monthly basis, by electronic funds transfer or such other |
- mutually acceptable method, the amounts due pursuant to this Article 15.3 and provide -
______m.mmmo:mv_m supporting documentation as to 5@ ﬁoﬂm_ :cBUmw 9n _A<<: mo_a in mmo: _u_,moma_:@

: _3035 cno: E:_% mco: _om<3m£ _m om_oc_mﬁma I R S

This oo:#mﬁ, E:Q:m@m o:mSmQ %m mmmm:\m ESQ mw m: mQQﬁozm\ mo:S Qn mc&? :9, as m:
mqqmw wow ooiamoﬂ mQSSBQmao: It also is not a #m&..oam\ mill %m@m m:Q a is Sﬁome §50£_

- a dedicated public process.



CLC Breaks Covenant Under 01-63 By Negotiating
CESA With Unauthorized Mill Charge (Part 2)

March 15, 2002 Filing — Mill Charge Language from CESA

15.3 Reserve Fund (Part 2)

The Compact may use the Reserve Fund to cover any costs, claims, liabilities,
damages, expenses (including reasonable attorney’s fees), causes of action, suits or
judgments, incurred by or on behalf of the Compact or Member Municipalities. The
Compact shall cause all funds collected for it by Supplier hereunder to be deposited
in a dedicated, interest-bearing account and shall keep records of the receipts,
expenditures and balance in such account which shall be provided on a quarterly
basis to Supplier and any governmental agencies which may request such records.
These records shall be a matter of public record pursuantto G.L. c. 4, §7, cl. 26 and
G.L. c. 66, §10. To the extent there are funds remaining in the Reserve Fund at the
- expiration or termination of this Agreement (and after the running of any statute of
- limitations periods which the Compact may deem appropriate or prudent), the o
ovaoﬁ may mxvm:a mco: funds m:a\oﬁ rebate them to _um:_o__om:m@ Oo:m:Sm«m

C:m&:o:mm& language mmﬂmgm:mm Reserve Fund for surety purposes (not for program

mQES__m#mao& but at \mmmw ﬁmac._ﬁmm mooocimg&\ m:Q #m:%mwm:&\ and Qﬁm:ﬁw Q..mnwmu.os on



DTE Grants Stamp Approval of Pilot Under 071-63
Despite Unauthorized Mill Charge

March 15, 2002 CESA Filing & March 22, 2002 “Stamp Approval“

(hitp://www.env.state.ma.us/dpu/docs/electric/0] -63/315pesacont. pdf)

@ Under the conditional approval granted in October 2001, CLC negotiated a
contract to initiate a power supply pilot with Mirant, then-owner of the Canal
Plant. CLC then submitted a filing that stated the following:

® “The only charge to consumers, other than those for electricity as described in the
preceding paragraph, is a one mill/lkWh charge for the first eight months to establish a
reserve fund to cover any liabilities that are not otherwise paid by Mirant’s insurance or

other financial sureties.”

@  DTE granted CLC approval to launch the pilot within a week, asking no Qcmmro:m_
- and oo:aco::@ no nc_o__o hearings. |

| ﬁSm\ mﬁmﬂm mbbwoﬂ\m\ 8 \m::oa Sm 29, Emm mwmimq o: m: mxanamQ cm@m Qmmb:,m Sm c.«oxm:
_covenant and the mill o:m@m being inconsistent with the Aggregation Plan. Under the terms Qa |
" the oo:#mnﬂ ::mcSo:NmQ collection 9q Emm%:mﬂm mill charges @mmms at b:oﬂ \mc:o: in §m< h
moom m:Q ooE.Sch SS:@: Dmomﬁ:@ma 2002. It is unknown what 3@%@:3 fo: Smmm ﬁmﬁm.omwmw
- Ezqm estimated at about $250,000 by CLC umox S moow _




CLC Ignores Information Disclosure Requirements
Under Pilot, Starting Tradition of Noncompliance

#  State regulations require all retail power suppliers to provide consumers with quarterly
information disclosure labels addressing the price, energy sources, conventional air
pollutant and greenhouse gas emissions, and labor characteristics associated with the
power they purchase.

¢ Under 00-47 and 01-63, CLC was required to use the following alternative means for
continuing disclosure, in lieu of quarterly bill inserts or mailings, based on CLC testimony
that outreach across the following media and settings would be more effective (and
cheaper) in delivering requisite information to consumers: "news releases, public service
announcements on the town government channel, other cable stations, and radio stations,
announcements at town meetings, inserts in newsletters of various organizations, public
presentations, and electronic communications via the Compact's website.”

® These comprehensive, specific, and continuing power supply information disclosure
. requirements have never been met by CLC. Under the pilot, inaccurate and incomplete
... disclosure labels were published online. Since then, adequate labels have @mzmﬁm_:\ _omm:
m<m__m_u_m _o_: onm: 59\ have Umm: oE 2 amﬁm O_‘_Qmmo: is U@G@Em_;\ _:mamncmﬁm

Q.O m 3m§:m\ 30383@5:8 §S Q‘mo\omcwm ..\mQSmem:Nw is SQ..omS\m of \m@ma :m:m,omwm:&\
~“and monoc:ﬂmc:&\ problems. exacerbated by the QOQ failure of mwmﬂm m@manm to fulfill their

wmmc\mﬁoa\ review and enforcement ﬁmmbo:@?\_&mm \:mo 3o~,m<<o:§\ is a consistent and cynical
tma@ﬂ msdmi on close observation: When the news is bad —i.e., sSm: CLC’s baom is E.Q:mﬁ
- than NStar's — Oro o:#mmo: mSQ Qﬁm&omcwm mma 8 Qm 35:35 \9\@6 _\_\:m: the :ms\m G @ooQ




CLC Makes Proactive DTE Filings to Support
Contract Actions Under Default Pilot

DTE 03-61

@ Petition granted for 5-month extension of 1-year pilot
through end of 2003

DTE 03-99

@ Petition granted for 1-year extension through end of 2004,
with new contract

~ © Petition granted for extension of pilot through January 2005

| Oho EmQ no:#m& mo:o:m 8 Dﬂm in Szm&\ xmm:..os moﬁ mmmmm SSQS\ in mQ<m30m 90 sS@s
. mﬁm:m\osm new oo:#m&m m3Q mSgQSmim s\mi 58 mmﬁmQ : is ::xaoss sSmSQ the :9&..

oo:qmﬁ SQ:Q@Q mill o:m@m bﬁoSm_.osm :oé much amﬂmbmc\ma funds were oo:m&m& :9\_\ Sm_\
- were mxnm:%q m:Q s\:mﬁ :mpcm:mq to them after the contract ended. -




CLC Submits Misleading Petition for Approval of
Full-Scale Supply Program Under 04-32

# Petition for approval in March 2004 states that proposed program for all
consumers will be consistent with Aggregation Plan approved under
00-47, and that the plan has not been changed.

@ Petition includes extensive detail on specific differences between the
proposed CESA and previous CESAs (especially the CESA under
00-47), down to alterations made to address “typographical errors and
format changes.”

® Major revisions in language relating to mill charges and “Reserve Fund”
are not mentioned at all in the filing.

 ”_ @Oro covenants 5 ;w :__:@ ﬁ:mﬁ _o:o_:@ <<_= Um Um_oé Emﬁ o_n mﬁm:ama omm_,_.___




CLC Obscures Significant Changes to Mill Charge
Language Under 04-32

Changes in “Reserve Fund” Language — 04-32 vs. 01-63

¢ “Supplier agrees to collect on behalf of the Compact, one mill ($.001) for every kWh sold to
Consumers for the duration of service under this Agreement.”

® Change: Full mill charge applies throughout agreement, not just for first 8 months.

¢ “The County may elect to release Supplier, in whole or in part, from this obligation. If the
County elects to do so, it shall provide Supplier with sixty (60) days advance written notice
of its decision.”

¢ Change: The “County” — effectively Ms. Downey — is given full decision-making
authority regarding imposition of mill charges.

# “The Compact shall cause all funds collected for it by Supplier hereunder to be deposited in
a dedicated, interest-bearing account.”

® O:mzum Language specifying reporting and transparency requirements is wm:qosmq

_ @ ___.___,4:@ Oanmoﬂ may expend such funds for any purpose as may be allowed _u< _m<< m:a mm
o detern 5mo_ _: ﬁ:m ﬁmmmo:md_m a_moﬁmﬁ_o: Qﬂ ﬁ:m Ooaumoﬁm Oo<m35@ wom_d " .




CLC Submits False Testimony Relating to Mill
Charge During 04-32 Review Process

April 2004 Question from DTE

@ “Please reference the Compact’'s Program, Cape Light Compact, D.T.E.
00-47 (2001), and the Compact’s initial plan in the D.T.E. 00-47
proceeding. Describe:

b. any and all differences in the Compact’s current funding mechanism with
the mechanism described in the initial plan at § 3.3, and approved in D.T.E.

00-47, at 24;”
April 2004 Testimony from Ms. Downey

- “b. There are no differences between the Compact’s current funding

Bmo:ms_m:,_ <<;: 5@ Smo:m:_mB Qmmozvma 5 5@ _:;_m_ v_m: m_u_o_,o<ma _u<_ |




CLC Receives Contingent Approval Then Launches
Full Program With CES in Questionable Ways

_<_m< 5, 2004 DTE Order (http://iwww.env.state.ma.us/dpu/docs/electric/04-32/54order.pdf)

@ Contingent approval is granted based on false CLC testimony suggesting
consistency with approved Aggregation Plan, plus a requirement that
CLC offer a lower rate than NStar

¢ Regarding possible future price benchmarks, DTE opts to “reserve the
question for later review if events, in fact, warrant such review”

gm:cmé L; 2005 CLC Letter (http://www.env.state.ma.us/dpu/docs/electric/04-32/14letnot.pdf)

¢® CLC discloses that its chosen supplier CES has agreed to adjust its
quoted price to clear the NStar benchmark allowing the supply program
to move forward but only by o:mlosm-ﬁ:ocwm:a%-o?m,,oma%o.ooooAv

NStar Residentia - CLC-CES Residential $0.07132*

Wm:o:B mx e | e

s

Tuwo.swmm &mﬂ CLC engaged in back-room dealings to launch the CES contract and impose

ratepayer fees inconsistent with approved Aggregation Plan and with CESA terms




False Testimony & Inadequate Scrutiny Undermine
Consumer Protections to Allow Price Fixing

Where We Started

= Aggregation Plan: CLC was allowed to collect ratepayer funds in very
limited amounts, with full public disclosure, and only to support the
administration of its power supply program on behalf of consumers, only
if funding from Barnstable County were not available, and only after a
dedicated public process concluding in an affirmative vote by
representatives of individual communities.

Where We Are

__ w@ Today: CLC can impose mill charges in any amount, at the whim of _<_m
| _uoé:m< <<_§ :o Uc_o__o :mmm:@ _:n:ﬁ oq mo_‘c::u\ m:a Bﬁmnmu\m_‘ E:qm

C@SQ the mill- charge fo fix prices and clear NStar by $0.00001 allowed CLC to launch Sm full-
mom\m m:nbc\ program with CES in 2005, starting a me:osm;ﬁ that has imposed ~$35 million in
excess. m\moSQa\ ooma m:Q additional harm on residential consumers



Nature of 2005 Supply Procurement & Timing of
$520,000 CES “Grant” Raise Red Flags

¢ November 2005: Ms. Downey and CES agree on market-peak pricing for a contract
worth >$150,000,000 but CLC fails to submit a filing to DTE seeking regulatory approval
¢ December 1, 2005: CLC and CES announce 81% rate hike for residents, with mill adder
of $0.0005, but do not send opt-out consumer notification or disclose ratepayer charge
=  December 31, 2005: Existing CES contract expires, as does CLC’s authority to operate
under 04-32, formally launching CLC as a rogue aggregation
@ January 11, 2006: Ms. Downey fails to mention new CES contract to Governing Board
@  January 26, 2006: Ms. Downey signs new contract that usurps DTE’s authority in key
areas and grants her additional authority to levy mill charges and maintain control over
municipal energy projects and electricity purchases
¢  February 6, 2006: Ms. Downey issues first $200,000 invoice to CES on $520,000 “grant”
@ February 8, 2006: Ms. Downey hides mention of new contract at CLC Governing Board
- meeting but outlines an explicit ﬁ_m: Hﬂoq mc_o_ssm a generous $500,000 CES° m_ﬂmi_u 8
" boost CLC efficiency programs . |
S ..”___________...mcEmQ 15, 2006: CLC records an _:m_m_ mmoo 000 ooama as .,Omm <<5a Oo:ﬂ:_uu
__”__Qmm__omﬁma a_uoém_‘ mc_o_u_< mmmmém _uczau mooo::ﬁ monm

- Rather than file a timel \< petition seeking state review: m:Q approval, CLC submitted an:

g SwOwSmao:m\ ES@ well after the fact. By all appearances, Ms. Downey and oo:mm@:mm

no:mb..:mq fo ncﬁm:m. :m:wo_e political aims while keeping state, noc:a\, m:Q 853 oQQma S Smm _.
. - dark and throwing ratepayers under 3@ bus. L




New Contract Provisions Strip State Authority,
Concentrate Power With Ms. Downey

Context Surrounding Arrangement of 2006 Supply

¢  Throughout 2005, CLC officials expressed concerns at Governing Board meetings and other forums
that community wind projects could erode CLC’s control over municipal loads and position companies
other than CES to sell power to local communities. That fall, in the aftermath of Hurricanes Katrina
and Rita, CLC was facing the likelihood of offering a supply rate much higher than NStar's and of
having to disclose this to consumers, potentially leading to a significant loss in market share. Both of
these circumstances provided CL.C and CES with strong incentives to mitigate risks together.

Key Changes in Provisions Between 2004 & 2005 Contracts
» 2004 Consumer Notification: “Consistent with the requirements of law, and following in a timely
fashion approval by the DTE of this Agreement, the Compact, with the assistance of Supplier shall
notify all Consumers ...’
» 2005 Consumer Notification: “Consistent with the requirements of law, the Compact, with the
assistance of Supplier shall notify all consumers..
.~ ®_ 2004 Mill Charges: “Supplier agrees to collect on cm:m: of the Compact, one mill ($. oo: woq m<mé
= kWh sold to Consumers for the duration of service under this Agreement.”
e .____w“___Nccm Mill Charges: “Supplier agrees to collect on behalf of the Compact, %2 mil ($. ooomv or wcos
: oﬁrm_. mBocE as Em Ooaumoﬁ _,:m< amﬁmm«_sm dﬂoq m<@Q x<<: sold to’ Oo:m:Bmﬂw Hnoq the acﬂm:o: Qn

" In addition to eliminating consumer protections, these changes — not filed to Bﬂm wa mems\
m:Q :9, disclosed to the Governing Board — Qﬁmsﬂmq Ms. Downey mQQ.&o:m\ flexibility to .ﬁ_,:bomm._
-mill charges and mQQ_So:m\ opportunity to lidate and expand her power base. i



CLC Mischaracterizes Noncompetitive 2005
Procurement & 2006 Contract

Key Finding From S&R “Agreed-Upon Procedures”

¢ “We identified that the Compact conducted competitive bid processes for both its 2005 (bid in 2004)
and 2010 electric supply contract awards. The Compact also attempted to conduct a competitive bid
process for its 2006 electric supply but only received one bid... The Compact requested bids from the
three energy providers that had approved forms of contract as part of the 2004 bid ... one could not
put the supply together and dropped out of the process and a second energy company declined to
bid. As a result ConEdison Solutions’ contract was extended.”

e S&R characterizes the 2006 contract award as not competitive and concludes, based on information
provided by CLC, that the 2005 supply contract was extended not replaced by the new one.

CLC Letter to DTE, OIG & DOER, February 15, 2006

= “After initial discussions, one of the suppliers informed the Compact that it would not be able to meet
the Compact's pricing parameters ... The Compact then continued discussions with the remaining two
suppliers, and after the Compact received indicative pricing, the Compact decided to enter into
negotiations with ConEdison Solutions. After a period of negotiations, the Compact and ConEd
-~ Solutions ... entered into the Agreement, which is almost identical to the initial supply agreement.” . -
.8 Ratherthan submitting a timely filing to DTE for contract approval, this letter was sent long after. OhO
g - m:Q Omm mmwmma on Noom b:oS@ It SEm\meSmS\ mt@@mma Smm a mmoo:Q m:bt:mw bSSQmQ bnoS.Q o

C “Cease & Umm.w_. » Letter ﬁo Q:._m os:oxr March 25, 2013

-and recent protestations by CLC.

mﬂwm mzqm Sm Sc;o\ meom m:bbc\ procurement to be :o:oo_sbma Em Qmmt.am \Q:Q,.m@o Qm§m_ .




CLC Covers Up 2006 Contract in Filings to State
& County Agencies

CLC Filing to DPU, May 25, 2010

@ “The term of the Compact’s current retail power supply agreement (approved by the
Department in DTE 04-32 on May 5, 2004 and amended pursuant to that original
agreement) is set to expire at the end of this year.”
®  This careful language was included in a timely 2010 CLC petition filed to DPU for approval of a

new CESA for the 2011 power supply. Note that the new contract for 2006 supply is

purposefully not mentioned, with any state official reading this instead being given the
impression that the 2004 supply contract had never expired or been replaced by a new one

with significantly aftered terms.
CLC Letter to Barnstable County Assembly of Delegates (AOD), June 6, 2012

¢ “The Compact’s current CESA executed in 2010 is substantially the same as the form
of CESA approved by the Department in 2004 ... This CESAis also on file with the
Umvm:%m:ﬁ ﬁrm o:_< Uon_o:m Qn ﬁ:m Noohﬁ Omm> and moéo Omm> that are
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After not disclosing the 2006 contract to the Governing Board and submitting belated m_aQ
Sﬁmmo.SQ notification to inattentive requlators, CLC officials have endeavored to cover up Nsm
- _controversial contract, likely due to questions connected to the $520,000 CES “grant.” -




CLC Appears to Cycle Ratepayer Funds Through
CES to Capitalize CVEC

December 2005: Ms. Downey imposes $0.0005/kWh mill charge that by
contractual obligation must be deposited in dedicated Reserve Fund

» January — September 2006: The Reserve Fund, designhated Account 8046,
includes no mill adder funds collected from CES over this period

® February 2006 & May 2006: Payments on two $200,000 CLC “efficiency” invoices
for CES “grant” appear in 8046 under “CES Wind Contrib” designation

@ Qctober 2006: “Efficiency” payment of $120,000 to CLC completes $520,000 CES
“grant,” and mill adder revenues begin accumulating in 8046

¢ November 2006: Ms. Downey “receives permission” from CES to utilize $520,000
“grant” for wind projects without consulting Governing Board and mandates further
$0.0005/kWh charge on ratepayers without disclosure

~®° 2007-09: $520,000 CES “grant” is secretly transferred to CVEC via ::Q_mo_owma
- - $500,000 CLC-CVEC-County member services agreement; CES “grant” is used
- largely to negotiate complex CES-CLC-CVEC contracts for solar projects;
@\_oo ooo in mo_a_:o:m_ mmmmEm, _uc:o_ 5<m:cmm are. mmoﬁmﬁ_u\ é_ﬁjaﬂmss ::mma
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Major Questions Regarding Mill Charge Collection
& Use Remain Unanswered

1. Given that mill charges have been imposed and applied by CLC officials
outside the allowable scope, scale, and process in the Aggregation Pian,
how can the S&R “Agreed-Upon Procedures” be of any use in assessing
the appropriateness of Reserve Fund expenditures?

Z. What :mvvm:mo_ to ratepayer funds collected under the first 8 months of
the CLC’s first contract with Mirant in 2002 — a period that falls outside
the scope of the “Agreed-Upon Procedures”?

2. Did the $520,000 really come from CES as a “grant” or as some other form

of payment, or did CLC secretly impose a 'z mill charge? Have ratepayer
funds been maintained in an off-the-books CLC account?

® The 2006 Con Edison Annual Report includes detail on the financial Ummo_,«:m:om of its
subsidiary CES but strangely makes no mention of a $520,000 “grant,” equivalent to
>5% of the net income mmw:mqmﬁma by CES during 2006. By contrast, a payment of
- $520,000 from CES to CLC - collected by CES as a mill charge or U< fixing the mcva
.. rate slightly higher — would not be expected to show up in such a report. |

- e Inearly 2013, Ms. Downey told reporter Patrick Cassidy that some $762,000 in 3___

. . charge funds. were deposited into account 8047 during 2006 and maintained under ms
| _obsolete accounting system, rather than into the dedicated Reserve Fund account -
8046 _: Ooﬁocmﬁ 2 om Emam run ﬁ:ﬂocm: mom_.\ mﬂm:ma muvmmz:@ in mo&m ooama a

”_\DSQ:Q OhO Sm:mamgmi and staff, 8:3% officials, and town and county ﬁmbammsﬂmﬂ:\mm <§o_
- knew what §:m3 and what have they done about it?



CLC Supply Program - Lowlights Since Inception

@

Failed to deliver promised savings on electric rates and to comply with
pricing and other information disclosure requirements

Subverted state and local review processes to impose mill charges and
expend millions in ratepayer funds in unauthorized manner

Abrogated state authority and undermined regional and local decision-
making for political gain but to consumer detriment

Failed to disclose 2006 supply contract in timely fashion and provided
misleading information to state and county agencies

Mischaracterized $520K CES “grant” to CLC Governing Board and
secretly diverted funds to CVEC

Subjugated the interests of residential and business consumers ﬁo_ﬁ:om@ Qﬂ_

_____”_”__..___Sc:_o__um_ consumers, O_.O O<mo and private sector vmn:mﬁm

e ______Wm:m@mo_ on USB_mm to @_<m E.ﬂm_umu\m_wm 10% of Um:mﬁ \Hm from O<m0
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CLC Municipal Aggregation -
Report Card Based on Ratepayer Interests
To utilize and encourage energy efficiency

To utilize and encourage renewable energy development
To aggregate all consumers on a non-discriminatory basis
To enhance consumer protection and service options

To provide equal sharing of economic savings

- To acquire the best electricity rates and transparent pricing

~ To provide full public accountability to consumers




CLC Power Supply Aggregation — Next Steps

Regional Officials & Local Communities

s |mmediate: (1) Request state intervention, including forensic audit of CLC and CVEC; (2)
identify individuals and entities contributing to or knowledgeable of suspected malfeasance
and suspend them from continued CLC and CVEC involvement; (3) demand compliance
with power supply information disclosure requirements; and (4) support full public
discussion of findings, recommendations, and next steps relating to the CLC power supply
program and to the ongoing strategic planning activities addressing CVEC's future.

e July — December 2013: (1) Initiate community outreach to review and update Aggregation
Plan consistent with experiences to date, stakeholder-defined goals and state energy and
climate objectives, and public feedback; (2) restructure CLC consistent with the original
intentions of equable representation, full accountability, and consumer empowerment; (3)
restore CLC’s 10% share of the output from all CVEC projects; and (3) prepare revised
Aggregation Plan for public review and comment leading to local review and approval and
eventual state regulatory review and approval. |

- State Agencies & Officials

. » . Immediate: (1) Allow CLC efficiency program to continue; (2) suspend CLC supp! _03@53 :
- and halt mill charge collection and use; (3) initiate forensic audits of CLC and CVEC; and =~
- (4) shine light on CLC, CVEC, and Barnstable County and apply the necessary disinfectan

July — Decemb




