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EXECUTIVE SUMMARY

In today’s Order, the Department approves the Three-Year Plans for energy efficiency
of the Commonwealth’s gas distribution companies (“Program Administrators”) commencing a
new era of prudently managing energy consumption, addressing the challenge of climate
change, and fostering growth in jobs and economic output within the state. The Three-Year
Plans stem from the requirements of the Green Communities Act, passed by the Legislature
and signed into law by Governor Patrick in July 2008. The Three-Year Plans were developed
through a comprehensive effort involving our state’s energy industry stakeholders and directed
by the Department of Energy Resources. The Three-Year Plans detail benefits to
Massachusetts residents and businesses including billions of dollars of net energy savings, a
significant number of new energy sector jobs, and lower energy bills that flow directly from
energy efficiency program implementation.

The Three-Year Plans approved today are consistent with the directives of the Green
Communities Act, which enhance in four important ways the Commonwealth’s long and
successful history (dating back to the 1980s) of delivering energy efficiency services. First,
the Act establishes a statewide framework that each Program Administrator will work within to
deliver energy efficiency services, improving the effectiveness and efficiency of these services.
Second, the Act establishes an Energy Efficiency Advisory Council, comprised of eleven
voting members representing the full spectrum of stakeholder perspectives, to work with the
Program Administrators in developing a statewide energy efficiency plan. Third, the Act
mandates comprehensive three-year energy efficiency plans, rather than the five-year plans that
had previously been required. Finally and most importantly, the Act requires that Program
Administrators acquire all available cost-effective energy efficiency and demand reduction
resources in the Commonwealth.

The Three-Year Plans highlight significant benefits associated with implementation of
the proposed energy efficiency programs. On a statewide basis, including the natural gas
efficiency programs also approved today, the Three-Year Plans are expected to provide net
benefits of approximately $3.9 billion, resulting in almost three dollars in benefits for every
dollar spent, over the lifetime of the efficiency measures installed. Total lifetime energy
savings associated with the proposed energy efficiency programs will cost roughly
4.6 cents/kWh for electric efficiency programs, and 31 cents/therm for natural gas efficiency
programs, well below the cost of the traditional energy resources that would otherwise need to
be purchased by consumers. In addition, the energy efficiency programs in the Three-Year
Plans are expected to reduce statewide carbon dioxide emissions by roughly 15 million tons
and create nearly 3,900 local jobs throughout the lifetime of the measures installed in
Massachusetts.

In this Order, the Department approves each Program Administrator’s proposed budget
and energy savings target for the years 2010 through 2012, and finds that the proposed energy
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efficiency programs are cost-effective. Consistent with the Act’s mandate that the Program
Administrators acquire all available cost-effective energy efficiency resources, the proposed
energy savings represent considerable increases over those energy savings achieved in prior
years.

In addition to approving the proposed program budgets and savings targets, the
Department makes several other findings and directives:

e We find that each Program Administrator may implement its proposed Energy
Efficiency Surcharge, and that the estimated bill impacts associated with the these
charges are modest and well within the range of what we consider to be reasonable.

e We approve the performance incentive mechanism proposed by the Program
Administrators, with several important exceptions. First, we impose additional caps
on the incentives. Second, we require the Program Administrators to resubmit their
performance metrics to the Department for further review, with modifications to
make them consistent with the principles outlined in our Energy Efficiency
Guidelines.

e We approve the evaluation, measurement, and verification plans proposed by the
Program Administrators. However, we direct them to evaluate their assumptions
regarding non-electric benefits, avoided transmission and distribution costs, and
savings associated with oil heat efficiency measures in order to develop more
up-to-date and well-documented estimates for future planning purposes.

e We direct the Program Administrators to submit more complete information on
outside funding sources in order for the Department to assess and approve their
proposed outside funding sources for 2011 and 2012.

e We will convene a working group to make recommendations with regard to the
timing, format and review of Annual Reports, midterm modification filings, and
Energy Efficiency Surcharge filings.

The Three-Year Plans that we approve today, along with the additional directives and
modifications outlined in this Order, create a solid foundation for Program Administrators to
undertake an aggressive and sustained effort to achieve all cost-effective energy efficiency
opportunities in the Commonwealth.
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L INTRODUCTION

On July 2, 2008, An Act Relative to Green Communities, Acts of 2008, chapter 169
(“Green Communities Act” or “Act”) was signed into law. The Green Communities Act
mandates significant changes to the energy efficiency programs developed and administered by
the Commonwealth’s electric and gas distribution companies and municipal aggregators.
Specifically, all electric and gas distribution companies and municipal aggregators must
develop energy efficiency plans that provide for the acquisition of all available energy
efficiency and demand reduction resources that are cost-effective or less expensive than supply.
G.L. c. 25, § 21. To accomplish this goal, electric and gas distribution companies and
municipal aggregators are required to develop three-year energy efficiency plans and submit
such plans to the Department of Public Utilities (“Department”) for review.

Consistent with the Act, on October 30, 2009, Boston Gas Company, Colonial Gas

Company, Essex Gas Company, each d/b/a National Grid (“National Grid”), New England
Gas Company - Fall River Service Area (“NEGC-FR”), New England Gas Company -
North Attleboro Service Area (“NEGC-NA”), The Berkshire Gas Company (“Berkshire”),
Bay State Gas Company (“Bay State”), NSTAR Gas Company (“NSTAR Gas”), Fitchburg
Gas and FElectric Light Company, d/b/a Unitil (gas division) (“Unitil”), and Blackstone Gas
Company (“Blackstone”) (together, “Program Administrators™) filed with the Department

individual three-year gas energy efficiency plans for calendar years 2010 through 2012
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(“Three-Year Plans”).' The Program Administrators filed their Three-Year Plans pursuant to

G.L. c. 25, §§ 19-21, G.L. c. 25A § 11G, and Investigation by the Department of Public

Utilities on its own Motion into Updating its Energy Efficiency Guidelines Consistent with An

Act Relative to Green Communities, D.P.U. 08-50 (2008); D.P.U. 08-50-A (2009);

D.P.U. 08-50-B (2009) (“Guidelines”). The Program Administrators each seek approval of:
(1) their individual Three-Year Plans, including the proposed program budgets and
cost-effectiveness; (2) recovery of costs associated with implementing the energy efficiency
programs; and (3) a proposed performance incentive mechanism.?

Pursuant to notice duly issued, the Department held a joint public hearing® on
November 30, 2009. Comments were received from the Massachusetts Energy Consumers
Alliance; District Council 35 of the International Union of Painters and Allied Trades;
Laborers International Union of North America; Boston Climate Action Network; Community
Labor United (“CLU”); and Low-Income Weatherization and Fuel Assistance Program
Network, the Massachusetts Energy Directors Association, and the Low-Income Energy

Affordability Network (together, “LEAN”) (Tr. A at 9-30).

! The Department docketed these matters as follows: (1) D.P.U. 09-121 for National
Grid; (2) D.P.U. 09-122 for NEGC-FR; (3) D.P.U. 09-123 for NEGC-NA;
(4) D.P.U. 09-124 for Berkshire; (5) D.P.U. 09-125 for Bay State; (6) D.P.U. 09-126
for NSTAR Gas; (7) D.P.U. 09-127 for Unitil; and (8) D.P.U. 09-128 for Blackstone.

Blackstone is not requesting approval of a performance incentive mechanism.

The Department held one joint public hearing on all of the Program Administrators’
filings. These cases, however, are not consolidated and remain separate proceedings.



D.P.U. 09-121 through D.P.U. 09-128 Page 11

On October 30, 2009, the Attorney General of the Commonwealth of Massachusetts
(“Attorney General”) filed a notice of intervention pursuant to G.L. c. 12, §11E in each
Three-Year Plan docket. On November 6, 2009, the Department granted intervenor status to
the Massachusetts Department of Energy Resources (“DOER”) and LEAN in each Three-Year
Plan docket.* On November 6, 2009, the Department also granted intervenor status to:

(1) Environment Northeast (“ENE”) in D.P.U. 09-121, and D.P.U. 09-125, and (2) CLU in
D.P.U. 09-121 and D.P.U. 09-126.° On November 6, 2009, the Department granted limited
participant status to ENE in D.P.U. 09-126, and Associated Industries of Massachusetts
(“AIM”) in D.P.U. 09-121, D.P.U. 09-125, and D.P.U. 09-126.® On November 18, 2009,

the Department granted limited participant status to PowerOptions and The Energy Consortium

Boston Gas Company, Colonial Gas Company, and Essex Gas Company, d/b/a
National Grid, D.P.U. 09-121, Stamp-Approval (November 6, 2009); New England
Gas Company - Fall River, D.P.U. 09-122, Stamp-Approval (November 6, 2009);
New England Gas Company — North Attleboro, D.P.U. 09-123, Stamp-Approval
(November 6, 2009); The Berkshire Gas Company, D.P.U. 09-124, Stamp-Approval
(November 6, 2009); Bay State Gas Company, D.P.U. 09-125, Stamp-Approval
(November 6, 2009); NSTAR Gas Company, D.P.U 09-126, Stamp-Approval
(November 6, 2009); Fitchburg Gas and Electric Light Company d/b/a Unitil,
D.P.U. 09-127, Stamp-Approval (November 6, 2009); Blackstone Gas Company,
D.P.U. 09-128, Stamp-Approval (November 6, 2009).

> D.P.U. 09-121, Stamp-Approvals (November 6, 2009); D.P.U. 09-125,
Stamp-Approvals (November 6, 2009); D.P.U 09-126, Stamp-Approvals
(November 6, 2009).

6 D.P.U. 09-121, Stamp-Approval (November 6, 2009); D.P.U. 09-125,
Stamp-Approval (November 6, 2009); D.P.U 09-126, Stamp-Approvals
(November 6, 2009).
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(“TEC”) in D.P.U. 09-121 and D.P.U. 09-126.” On November 18, 2009, the Department
granted limited participant status to the City of Boston in D.P.U. 09-121. D.P.U. 09-121,
Stamp-Approval (November 18, 2009).

The Department held evidentiary hearings on December 1, 2009, through
December 15, 2009.® The Attorney General, DOER, and LEAN filed initial briefs in each
Three-Year Plan docket. ENE filed an initial brief in D.P.U. 09-121, D.P.U. 09-125, and
D.P.U. 09-126. CLU filed an initial brief in D.P.U. 09-121 and D.P.U. 09-126. AIM filed
an initial brief in D.P.U. 09-121, D.P.U. 09-125, and D.P.U. 09-126. In addition, each
Program Administrator filed an initial brief in their respective docket. The Attorney General,
DOER, and LEAN filed reply briefs in each Three-Year Plan docket. In addition, each
Program Administrator filed a reply brief in their respective docket. The evidentiary record
for D.P.U. 09-121 consists of 211 exhibits and 17 responses to record requests. The
evidentiary record for D.P.U. 09-122 consists of 176 exhibits and 18 responses to record
requests, plus all supplemental responses. The evidentiary record for D.P.U. 09-123 consists
of 173 exhibits and 18 responses to record requests, plus all supplemental responses. The

evidentiary record for D.P.U. 09-124 consists of 194 exhibits and 16 responses to record

7 D.P.U. 09-121, Stamp-Approvals (November 18, 2009); D.P.U. 09-126,
Stamp-Approvals (November 18, 2009).

With the agreement of the parties, the Department held joint evidentiary hearings on
December 1, 2, 3, and 11, 2009, on common issues related to the statewide three-year
gas and electric energy efficiency plans. The Department also held company-specific
evidentiary hearings on each Program Administrator’s individual filing on

December 4, 2009 through December 15, 2009.
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requests, plus all supplemental responses. The evidentiary record for D.P.U. 09-125 consists
of 189 exhibits and 17 responses to record requests, plus all supplemental responses. The
evidentiary record for D.P.U. 09-126 consists of 210 exhibits and 20 responses to record
requests, plus all supplemental responses. The evidentiary record for D.P.U. 09-127 consists
of 128 exhibits and 22 responses to record requests. The evidentiary record for

D.P.U. 09-128 consists of 56 exhibits and 22 responses to record requests, plus one
supplemental response.

II. GREEN COMMUNITIES ACT

A. Introduction

The goal of the Green Communities Act is to significantly enhance the development of
energy efficiency and renewable energy in Massachusetts. Green Communities Act, Preamble.
As noted above, the Green Communities Act requires all Program Administrators to develop
energy efficiency plans that will “provide for the acquisition of all available energy efficiency
and demand reduction resources that are cost effective or less expensive than supply.” G.L.

c. 25, § 21(b)(1). To accomplish this goal, the Green Communities Act establishes an Energy

Efficiency Advisory Council (“Council”)’ and directs Program Administrators to prepare, in

The Council’s eleven voting members represent the following interests: residential
consumers; the low-income weatherization and fuel assistance program network; the
environmental community; businesses, including large commercial and industrial
end-users; the manufacturing industry; energy efficiency experts; organized labor; the
Commonwealth of Massachusetts Department of Environmental Protection; the
Attorney General; the Commonwealth of Massachusetts Executive Office of Housing
and Economic Development; and DOER. G.L. c. 25, § 22(a). The Council
membership also includes one non-voting member from each Program Administrator,
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coordination with the Council, a three-year, statewide energy efficiency plan (“Statewide
Plan”). The Statewide Plan is subsequently disaggregated into individual Program
Administrator Three-Year Plans before undergoing regulatory review by the Department.
G.L. c. 25, §§ 21, 22."

The Green Communities Act establishes a coordinated process for the preparation
through the review of the Three-Year Plans. The Act delineates separate yet complementary
responsibilities for the Council and the Department with the Program Administrators
participating throughout the process. The Council process shapes the development of the
Statewide Plan and is more fully described below. Ultimately, the Department is charged with
ensuring that electric and gas resource needs are first met through all available energy
efficiency and demand reduction resources that are cost-effective or less expensive than supply
in order to mitigate capacity and energy costs for all customers. G.L. c. 25, § 21(a).

B. Energy Efficiency Advisory Council

Gas Program Administrators, working with the Council, must prepare a three-year gas

Statewide Plan designed to achieve the Act’s goal of acquiring all available cost-effective

one from the heating and oil industry, and one from energy efficiency businesses.
G.L. c. 25, § 22(a).

Given the significant changes related to the delivery of energy efficiency mandated by
the Green Communities Act, the Department opened an investigation to update the
energy efficiency guidelines that were established in Investigation to Establish Methods
and Procedures to Evaluate and Approve Energy Efficiency Programs, D.T.E. 98-100
(2000) (“D.T.E. 01-100 Guidelines”). D.P.U. 08-50; D.P.U. 08-50-A;

D.P.U. 08-50-B. On October 26, 2009, the Department issued its revised Guidelines.
D.P.U. 08-50-B.
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energy efficiency and demand reduction resources. G.L. c. 25, § 21(b)(1). To this end, the
Green Communities Act prescribes that the Statewide Plan include the following components:

e An assessment of lifetime cost, reliability and magnitude of the resources that are
cost-effective or less expensive than supply;

e The amount of resources that are proposed to be acquired under the plan;

e The estimated energy cost savings, including reductions in energy and capacity costs,
increases in rate stability, and affordability for low-income consumers that will accrue
to energy and gas consumers;

e Program descriptions;

e A proposed mechanism that provides distribution companies with performance
incentives based on success in meeting or exceeding the plan’s goals;

e The budget needed to support the programs;
e A fully reconciling funding mechanism;

e The estimated peak-load reduction and any estimated economic benefits for such
projects, including job retention, job growth, or economic development; and

e Data reflecting the percent of funds collected that will be used for direct consumer
benefit (e.g., incentives and technical assistance to carry the plan).

G.L. c. 25, § 21(b)(2). In addition, the Statewide Plan may include, with Council approval, a
mechanism to prioritize projects that have substantial benefits in reducing peak load, reducing

energy consumption or costs of municipalities or governmental bodies, or that have economic

development, job creation or job retention benefits. G.L. c. 25, § 21(b)(2). As noted above,

the Statewide Plan must describe its energy efficiency programs; these programs may include,
but are not limited to, the following:

e Efficiency and load management programs;
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e Demand response programs;

e Programs for research, development, and commercialization of products or processes
which are more energy-efficient than those generally available;

e Programs for the development of markets for such products and processes, including
recommendations for new appliance and product efficiency standards;

e Programs providing support for energy use assessment, real time monitoring systems,
engineering studies and services related to new construction or major building
renovation, including integration of such assessments, systems, studies and services
related to new construction or major building renovation, including integration of such
assessments, systems, studies and services with building energy codes programs and
processes, or those regarding the development of high performance or sustainable
buildings that exceed code;

e Programs for the design, manufacture, commercialization and purchase of
energy-efficient appliances and heating, air conditioning and lighting devices;

e Programs for planning and evaluation;

e Programs providing commercial, industrial and institutional customers with greater
flexibility and control over demand-side investments funded by the programs at their
facilities; and

e Programs for public education regarding energy efficiency and demand management.

G.L. c. 25, § 21(b)(2).

The Statewide Plan must be submitted to the Council every three years, by April 30;
the Council then has three months to review the Statewide Plan and submit its approval or
comments on the Statewide Plan to the Program Administrators. G.L. c. 25, § 21(c). If not
approved, Program Administrators may change the Statewide Plan to reflect the Council’s

input. G.L. c. 25, § 21(c). After the Council process, the Program Administrators must, by

October 31, submit their respective Three-Year Plans to the Department together with the
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Council’s approval or comments and a statement of any unresolved issues. G.L. c. 25,

§ 21(d)(1).

C. Department of Public Utilities

1. Introduction

Once the Three-Year Plans have been filed with the Department, the Green
Communities Act requires the Department to conduct a public hearing to allow interested
persons to be heard on the plans. G.L. c. 25, § 21(d)(1). The Department must, within
90-days of the filing date, approve, modify or reject and require the resubmission of the
Three-Year Plan. G.L. c. 25, § 19(d)(2). In approving a Program Administrator’s Three-
Year Plan, the Department must ensure that the Program Administrator has identified and will
capture all energy efficiency and demand reduction resources that are cost-effective or less
expensive than supply. G.L. c. 25, § 19(d)(2).

2. Program Cost-Effectiveness

Specifically, the Department must screen the energy efficiency programs contained
within the Three-Year Plans for cost-effectiveness to ensure that programs are designed to
obtain energy savings and system benefits with value greater than program costs. G.L. c. 25,
§ 21(b)(3). In D.P.U. 08-50-A, the Department reaffirmed that the Total Resource Cost
(“TRC”) test is the appropriate test for evaluating the cost-effectiveness of energy efficiency

programs.'' D.P.U. 08-50-A at 14.

H The TRC test includes all benefits and costs associated with the energy system, as well

as all benefits and costs associated with the energy efficiency program participants.
D.P.U. 08-50, at 15. Because the TRC test includes the avoided cost of supply as one
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3. Program Authorization and Delivery

In authorizing energy efficiency programs, the Department is charged with ensuring
that: (1) the programs are delivered cost-effectively, capturing all available energy efficiency
opportunities; (2) Program Administrators have minimized administrative costs to the fullest
extent practicable; and (3) Program Administrators will use competitive procurement processes
to the fullest extent practicable. G.L. c. 25, §§ 19(a), (b).

4. Program Funding

a. Funding Source

Consistent with the Green Communities Act, the Department’s Guidelines specify that
gas Program Administrators fund energy efficiency plan implementation through their local
distribution adjustment clause (“LDAC?) tariff and any other funding revenue sources that may
be available. Guidelines § 3.2.2; G.L. c. 25, § 19(b). Further, the Guidelines require that a
Program Administrator’s Three-Year Plan present information regarding rate and average bill
impacts consistent with criteria articulated in D.P.U. 08-50-A. Guidelines § 3.2.2.2.

b. Funding Allocation

Under the Green Communities Act, the Department must ensure that energy efficiency

funds are allocated to all customer sectors' in proportion to each sector’s contribution to the

of the most significant program benefits, this test satisfies the Act’s requirement that,
among other things, energy efficiency programs be less expensive than supply.
D.P.U. 08-50-A at 14.

12 For purposes of this Order, we refer to groups of customer classes as “sectors.”

Energy efficiency program sectors include residential, low-income, and commercial and
industrial classes.
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funds, provided, however, that the low-income sector is allocated at least ten percent of the
funds for electric energy efficiency programs and 20 percent of the funds for gas energy
efficiency programs. G.L. c. 25, § 19(c).

C. Funding Mechanism

Once the amount of funding and its allocation have been established, the Department
must approve a fully reconciling funding mechanism for the Three-Year Plan. G.L. c. 25,
§ 21(d)(2). This mechanism—known as the Energy Efficiency Surcharge (“EES”)—is
calculated as prescribed in the Guidelines and collected through the LDAC in accordance with
established Department practice. Guidelines §§ 2(9), 3.2.2.

III.  ENERGY EFFICIENCY ADVISORY COUNCIL RESOLUTIONS

A. Introduction

As required by the Green Communities Act, the Council worked with the Program
Administrators in developing demand resource program plans and budgets. G.L. ¢ 25,
§ 22(b). Throughout the process, the Council issued several resolutions related to the
development of the Three-Year Plans, including: (1) All Available Cost-Effective Electric and
Gas Savings Assessment Resolution (“Assessment Resolution”); (2) Evaluation, Measurement,
and Verification Resolution (“Evaluation Resolution”); (3) Statewide Savings Targets and
Performance Incentive Resolution (“Savings and Incentive Resolution”); (4) Three-Year Plan
Resolution; and (5) Pilot Budget Resolution (see Exh. Common 2, at 10-12). Each resolution

is discussed below.
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B. Assessment Resolution

On July 14, 2009, the Council approved a resolution memorializing its estimate of the
savings it expects can be achieved from all available cost-effective energy efficiency in
Massachusetts, over the course of the Three-Year Plans (Exh. Common 2, App. E
at 322-323). The Council agreed that approximately 2.0 percent in therm savings could be
achieved over the three-year plan period for gas energy efficiency programs (Exh. Common 2,
App. E at 322-323). Further, the Council agreed that a detailed potential study or set of
targeted studies will be performed in 2011 and that an updated assessment of all available
cost-effective energy efficiency will be prepared in connection with the three-year plans for
2013 through 2015 (Exh. Common 2, App. E at 322-323).

C. Evaluation, Measurement, and Verification Resolution

On September 8, 2009, the Council approved a resolution establishing statewide
principles and policies for evaluating, monitoring, and verifying the costs, savings, and
spending associated with the Program Administrators’ energy efficiency programs (Evaluation
Resolution at 1). The Evaluation Resolution establishes an oversight role for the Council over
evaluation, monitoring, and verifying (“EM&V?”) activities to ensure that objective,
independent, consistent, and credible information on energy efficiency programs will be

presented to the Department (Evaluation Resolution at 1).
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D. Statewide Savings Targets and Performance Incentive Resolution

On October 13, 2009, the Council approved a resolution establishing statewide:
(1) therm savings targets; (2) total available performance incentives; (3) program costs per
annual therm saved; and (4) outside funding targets (Savings and Incentive Resolution at 1).

E. Three-Year Plan Resolution

On October 27, 2009, the Council approved a resolution memorializing its position that
the Statewide Plan is consistent with all requirements of the Green Communities Act
(Three-Year Plan Resolution at 3). Specifically, the Council resolved that: (1) the Statewide
Plan has a greater focus on customers and long-term goals than previous Program
Administrator energy efficiency plans; (2) it expects to work with the Program Administrators
during 2010 on strategies for outreach, education, and marketing of the energy efficiency
programs and to incorporate best practices into midterm modifications for 2011 and 2012;

(3) Program Administrators should be allowed to earn performance incentives; (4) the
statewide savings targets the Council previously approved are appropriate; (5) Program
Administrators should keep program costs as low as possible; (6) Program Administrators
should minimize bill impacts by minimizing upfront financing barriers; (7) Program
Administrators should develop an open, clear, and supportive process for hiring and training
workers and contractors in the industry; and (8) there will be a number of midterm
modifications to program design, savings, and costs for 2011 and 2012 (Three-Year Plan

Resolution at 1-3).
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F. Pilot Budget Resolution

On November 10, 2009, the Council approved a resolution with respect to the Program
Administrators’ proposed energy efficiency pilot program budgets (Pilot Budget Resolution
at 1). The Council anticipates that one or more pilot programs undertaken during 2010 could
continue in 2011 as standalone programs or as integrated elements of existing programs (Pilot
Budget Resolution at 1). The Council, therefore, approved the expenditure of funds for the
proposed pilots for 2010 and 2011, with the expectation that further information about current
and future pilots will be available in 2010 (Pilot Budget Resolution at 1).

IV.  ENERGY EFFICIENCY SAVINGS GOALS

A. Introduction

The Green Communities Act requires that the each Program Administrator’s
Three-Year Plan provide for the acquisition of all available cost-effective energy efficiency
resources. G.L. c. 25, §§ 19(b), 21(a). The Green Communities Act further requires that the
Program Administrators work with the Council to prepare a Statewide Plan that is designed to
achieve the Act’s all cost-effective energy efficiency mandate. G.L. c. 25, § 21(b)(1). In its
Savings and Incentive Resolution, the Council established statewide energy savings goals,
expressed both as total therms saved and percent of total statewide sales.

B. Savings Goals in Statewide Plan

The Statewide Plan submitted by the Program Administrators includes statewide gas
energy savings goals for each proposed program over the three-year period, 2010 through 2012

(Exh. Common 2, at 24-27). The savings goals included in the Statewide Plan are a
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compilation of the savings goals included in each Program Administrator’s Three-Year Plan, as
discussed below. The Program Administrators indicate that these savings goals were
developed in consideration of the following factors: (1) the language of the Green
Communities Act that calls for a sustained statewide energy efficiency effort, which the
Program Administrators interpret as requiring a longer-term, rather than a shorter term
effort;" (2) the statewide goals and savings goals set forth in the Council’s Savings and
Incentives Resolution; (3) the Department’s directives in D.P.U. 08-50-A at 56-57, regarding
bill and average rate impacts; (4) the assessment of all available cost-effective electric and gas
savings presented by the Council’s technical consultants at the Council’s meeting on

June 23, 2009;'* (5) a number of studies and analyses on the technical, achievable, and
economic potential of energy efficiency;" and (6) the Program Administrators’ own experience
implementing energy efficiency programs (Exh. Common 2, at 31-35).

The statewide savings goals are summarized by energy efficiency program in Table 1:
Statewide Program Energy Savings, in Section XV. The savings goals for program year 2010
represent a 63 percent increase over the savings goals for program year 2008 and a 40 percent
increase over the savings goals for program year 2009 (Exh. Common 2, at 25). In program
year 2012, the savings goals represent a 196 percent and a 154 percent increase over program

years 2008 and 2009, respectively (Exh. Common 2, at 25).

3 G.L.c. 25, §22(b).

1 This assessment is included in Appendix E to the Statewide Plan.

15

A bibliography of these studies is included in Appendix C to the Statewide Plan.
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C. Program Administrator Savings Goals

The Program Administrators include individual savings goals over the three-year
period, 2010 through 2012. The Program Administrators’ individual savings goals are
summarized by customer sector in Table 2: Program Administrator Energy Savings, in
Section XV, below. For each of the three years, National Grid, Bay State, NSTAR Gas, and
NEGC-NA have each established individual savings goals that meet or exceed the statewide
savings goals set by the Council (Exh. Common 28 Supp. (December 21, 2009)). NEGC-FR
and Unitil have established savings goals that are less than the goals established in the
Council’s Savings and Incentive Resolution for 2010, 2011, and 2012, and Berkshire’s
established savings goals are less than the goals established in the Council’s resolution for 2011
and 2012 (Exhs. NEGC-FR-2, at 1; Unitil-1, Tab 8, at 3-4; Berkshire-2, at 1).

D. Position of the Parties

1. Unitil

Unitil proposes an energy savings goal of 0.58 percent of its retail sales for 2010,
whereas the statewide target is 0.60 percent, 0.77 percent of its retail sales for 2011, whereas
the statewide target is 0.90 percent, and 1.05 percent of its retail sales for 2012, whereas the
statewide target is 1.15 percent (Exh. Unitil-1, Tab 8, at 3-4). Unitil argues that there are a
number of circumstances unique to its service territory that affect its ability to reach the
statewide targets (Exh. Unitil-1, Tab 8, at 3). In light of these circumstances, Unitil argues
that its proposed savings goal is appropriate because it represents an aggressive effort to meet

the charge of acquiring all cost-effective energy efficiency (Exh. Unitil-1, Tab 8, at 3).
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First, Unitil states that its inability to reach the statewide target is based, in part, on
savings in its 2009 energy efficiency plan. Unitil argues that, because its 2009 savings are
lower than those of other Program Administrators, it will take longer for it to meet statewide
targets (Exh. Unitil-1, Tab 8, at 3-4). Unitil states, however, that even though it starts at a
lower savings level than the statewide average, it increases program savings at a much higher
rate of annual increase than the Statewide Plan (Exh. Unitil-1, Tab 8, at 4).

Second, Unitil argues that it has a relatively higher percentage of low-income customers
and lower percentage of commercial and industrial (“C&I”) customers as compared to the
statewide average and, therefore, its costs to achieve savings are higher (Exh. Unitil-1, Tab 8,
at 5). Until argues that statewide average cost to achieve savings for the low-income sector is
the highest, whereas the cost to achieve savings for the C&I sector is the lowest (Exh. Unitil-1,
Tab 8, at 5). In addition, Unitil argues that, due to the small size of its service territory, it has
higher fixed costs associated with (1) administering the programs from an upper-level,
planning and design perspective, and (2) implementing the programs from an on-the-ground
perspective (Exh. Unitil-1, Tab 8, at 5).

Finally, Unitil argues that its savings goals are lower than the statewide target because
of current economic conditions in its service territory (Exh. Unitil-1, Tab 8, at 6). Unitil
states that its service area has one of the lowest median income levels and highest low-income
program eligibility levels, in the state (Exh. Unitil-1, Tab 8, at 6). Unitil argues that
customers experiencing economic hardships tend to have less interest in energy efficiency

investments (Exh. Unitil-1, Tab 8, at 6). According to Unitil, lower growth, high and rising
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levels of bad debt, and increasing costs for supporting low-income programs and rate discounts
create upward pressure on relative rate levels which can exacerbate rate impact concerns
(Exh. Unitil-1, Tab 8, at 6).

2. Berkshire and New England Gas Company

NEGC-FR proposes an energy savings goal of 0.48 percent of its retail sales for 2010,
whereas the statewide target is 0.60 percent for 2010'° (Exh. NEGC-FR-2, at 1). For 2011,
NEGC-FR proposes an energy savings goal of 0.58 percent of retail sales and Berkshire
proposes an energy savings goal of 0.87 percent of retail sales, whereas the statewide target is
0.90 percent (Exhs. NEGC-FR-2, at 1; Berkshire-2, at 1). For 2012, NEGC-FR proposes an
energy savings goal of 0.71 percent of retail sales and Berkshire proposes an energy savings
goal of 0.99 percent of retail sales, whereas the statewide target is 1.15 percent
(Exh. NEGC-FR-2, at 1; Berkshire-2, at 1).

Berkshire and NEGC-FR argue that there are a number of circumstances unique to their
service territories that affect their ability to reach the statewide targets (Exh. NEGC-FR-2,
at 1; Berkshire-2, at 1-2). NEGC-FR argues that it has a relatively high percentage of
low-income customers (Exh. NEGC-FR-2, at 1-2). Both NEGC-FR and Berkshire contend
that they have a lower percentage of C&I customers as compared to the statewide average and
they have lost C&I customers without replacing the load (Exhs. NEGC-FR-2, at 1-2;

Berkshire-2, at 2). NEGC-FR further explains that new construction, a significant source for

16 Berkshire’s 2010 energy savings goal of 0.76 percent exceeds the Council’s statewide

target of 0.60 percent (Exh. Berkshire-2, at 1).
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energy savings, has declined nearly 80 percent from a year ago (Exh. NEGC-FR-2, at 2). In
addition, NEGC-FR and Berkshire argue that, with the residential sector experiencing
economic difficulties, they are concerned that significant budget ramp-ups and aggressive
savings targets would create inappropriate bill impacts for their residential customers

(Exh. NEGC-FR-2, at 2-3; Berkshire-2, at 2).

E. Analysis and Findings

The Green Communities Act requires that the Department ensure that each Program
Administrator’s Plan provides for the acquisition of all cost-effective energy efficiency and
demand reduction resources; that is, a Program Administrator must meet its resource needs
first through cost-effective energy efficiency and demand reduction resources in order to
mitigate capacity and energy costs for all customers. G.L. c. 25, § 21(a). Pursuant to the
Green Communities Act, Program Administrators must work with the Council to prepare a
Statewide Plan that is designed to achieve the Act’s goal of acquiring all available
cost-effective energy efficiency and demand resources. G.L. c. 25, § 21(b)(1).

In its Savings and Incentive Resolution, the Council established statewide savings goals.
In evaluating the savings goals proposed by the Program Administrators, the Department gives
appropriate deference to the Council, in light of its statutory mandate to work with the
Program Administrators to develop plans that achieve the goal of acquiring all available cost-
effective energy efficiency and demand resources. G.L. c. 25, § 21(b)(1). For each of the
three years, National Grid, Bay State, NSTAR Gas, and NEGC-NA have established

individual savings goals that meet or exceed the statewide savings goals set by the Council.
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Berkshire has established an individual savings goal for 2010 that meets or exceeds the
statewide savings goals set by the Council. Accordingly, we find that such goals are
reasonable.

NEGC-FR and Unitil have established savings goals that fall short of the goals
established in the Council’s Savings and Incentive Resolution for 2010, 2011, and 2012, and
Berkshire’s savings goals fall short of goals established in the Council’s resolution for 2011
and 2012. In its Savings and Incentive Resolution and Three-Year Plan Resolution, the
Council acknowledged that flexibility is important for individual Program Administrators that
face particular and documented challenges in achieving energy efficiency savings. The
Council stated that a Program Administrator may propose a target that departs from the
statewide target, so long as it provides detailed justification for the deviation. The Council
subsequently approved the adjusted savings goals of Berkshire, NEGC-FR, and Unitil in its
Three-Year Plan Resolution.

Although Berkshire, NEGC-FR, and Unitil have proposed savings goals that are less
than the statewide goal, we find that each has adequately demonstrated that the economic
conditions and median income in its service territory prevent it from establishing savings goals
consistent with those of other Program Administrators (Exhs. Unitil-1, Tab 8, at 4-6;
NEGC-FR-2, at 1-3; Berkshire-2, at 1-2). No party objected to Berkshire, NEGC-FR, and
Unitil’s proposed savings goals and the Council approved these Program Administrators’
adjusted savings goals (Three-Year Plan Resolution at 2). Accordingly, we find that such

goals are reasonable.
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V. ENERGY EFFICIENCY PROGRAMS

A. Program Budgets

1. Statewide Budgets

The Statewide Plan includes statewide budgets for the energy efficiency activities the
Program Administrators will undertake during the years 2010 through 2012. These activities
can be characterized as (1) programs, (2) pilot programs, and (3) hard-to-measure initiatives."’
Table 3: Statewide Gas Energy Efficiency Budgets, in Section XV, summarizes the activities
and associated budgets.

Most activities shown in Table 3'® will be undertaken on a statewide basis by all
Program Administrators. However, some activities are only offered by Program

Administrators in their individual service territories and not on a statewide basis. "

Hard-to-measure initiatives are programs with energy savings that are not immediate or
difficult to quantify, including, but not limited to: (1) programs for research,
development, and commercialization of efficiency products; (2) programs to support
new appliance and product efficiency standards; (3) programs to integrate efficiency
products with building energy codes or high performance sustainable buildings that
exceed code; and (4) programs for public education regarding energy efficiency.
Guidelines § 2(11).

Although each individual Program Administrator has updated its budget since
submitting the Statewide Plan, the statewide budget has not been updated. Thus, the
statewide budget numbers shown in Table 3 do not equal the sum of the individual
Program Administrator budgets shown in Table 6.

For the programs listed in Table 4, the OPower program is offered by National Grid
and NSTAR Gas (Exhs. NG-2, at 1-3; NSTAR-6-B). The Residential Deep Energy
Retrofit Program is offered by all Program Administrators except NEGC-FR and
NEGC-NA (Exh. Common 28-Exhibit 2, at 1-46). The C&I Deep Energy Retrofit
Program is offered by National Grid, NSTAR Gas, Bay State, and Berkshire only
(Exh. Common 28-Exhibit 2, at 1-46). Finally, the Residential Building Practices and
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2. Program Administrator Budgets

a. Budget Summary

Each Program Administrator’s budget is comprised of program implementation costs, a
before-tax performance incentive and, where applicable, recovery of LBR as approved by the
Department (Exhs. NG-5, at 1; NEGC-FR-5, at 1; NEGC-NA-5, at 1; Berkshire-5, at 1; Bay
State-5, at 1; NSTAR Gas-3, at 1; Unitil-1, Tab 5, at 37). Table 6: Program Administrator
Budget, in Section XV, identifies each Program Administrator’s total budget for the period
2010 through 2012. The Program Administrators have presented their budgets in real dollars
with a base year of 2010 (Exhs. NEGC-FR-6 (November 13, 2009); NEGC-NA-6
(November 13, 2009); Tr. 4 (National Grid) at 732; Tr. 4 (Berkshire) at 638; Tr. 4 (Bay State)
at 639; Tr. 4 (NSTAR Gas) at 807; Tr. 4 (Unitil) at 638). Bay State, NEGC-FR, and
NEGC-NA also provided their budgets in nominal dollars.*

b. Program Implementation Costs

Program implementation costs include costs associated with: (1) program planning and
administration (“PP&A”); (2) marketing and advertising; (3) participant incentives; (4) sales,
technical assistance, and training; and (5) evaluation and market research (Exh. Common 2,

at 66-71). See Guidelines § 3.3.3. Pursuant to the Green Communities Act, the Department

Demonstration Program, Energy Analysis: Internet Audits initiative, Community
Based Pilot Program, and the Business Energy Analyzer initiative are offered only by
National Grid (Exh. Common 28, Exh. 2, at 1-46).

20 Exhs. NEGC-FR, Table IV.C, Gas PA Budgets (December 21, 2009); NEGC-NA,
Table IV.C, Gas PA Budgets (December 21, 2009); Bay State, Table IV.C, Gas PA
Budgets (December 21, 2009).



D.P.U. 09-121 through D.P.U. 09-128 Page 31

must ensure that Program Administrators have minimized administrative costs (i.e., PP&A
costs) to the fullest extent practicable. G.L. c. 25, §§ 19(a), (b). PP&A costs are identified
by the Program Administrators as costs associated with developing program plans, daily
program administration, and regulatory activities (Exh. Common 2, at 279). Table 7: PP&A
Costs, summarizes each Program Administrator’s percentage of total program implementation
costs that is comprised of PP&A costs for the period 2010 through 2012.

C. RCS/MassSAVE

The Program Administrators included all costs associated with the Residential Energy
Conservation Services/MassSAVE (“RCS/MassSAVE”) program®' in their Three-Year Plan
budgets (D.P.U. 09-121, Exh. DPU 1-1; D.P.U. 09-122, Exh. DPU 1-1; D.P.U. 09-123,
Exh. DPU 1-1; D.P.U. 09-124, Exh. DPU 1-2; D.P.U. 09-125, Exh. DPU 1-2;

D.P.U. 09-126, Exh. DPU 1-1; D.P.U. 09-127, Exh. DPU 1-1). The Program
Administrators state that they have included this information in order to present a full picture
of their energy efficiency efforts and spending and because the RCS/MassSAVE program is an
integral component of their overall residential energy efficiency offerings (D.P.U. 09-121,
Exh. DPU 1-1; D.P.U. 09-122, Exh. DPU 1-1; D.P.U. 09-123, Exh. DPU 1-1;

D.P.U. 09-124, Exh. DPU 1-2; D.P.U. 09-125, Exh. DPU 1-2; D.P.U. 09-126,

Exh. DPU 1-1; D.P.U. 09-127, Exh. DPU 1-1; Tr. 3 (Joint) at 574).

2 RCS/MassSAVE is a program that provides residential customers with information and

recommendations on making their home more energy efficient (Exh. Common 2,
at 116-117). See G.L. c. 164 App., § 2-7 et seq. The Program also helps customers
initiate the process of installing the energy upgrades (Exh. Common 2, at 116-120).
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3. Competitive Procurement

Pursuant to the Green Communities Act, the Department must ensure that Program
Administrators use competitive procurement processes to the fullest extent practicable.
G.L. c. 25, §§ 19(a), (b).

4, Positions of the Parties

a. Program Budgets

The Program Administrators, DOER, ENE, and LEAN argue that the Three-Year Plan
budgets meet the requirements of the Guidelines and the Green Communities Act and,
therefore, should be approved by the Department (National Grid Brief at 27; NEGC-FR Brief
at 27; NEGC-NA Brief at 27; Berkshire Brief at 27; Bay State Brief at 27; NSTAR Gas Brief
at 27; Unitil Brief at 27; Blackstone Brief at 21; ENE Brief at 9; see LEAN Brief at 5; DOER
Brief at 4-5). The Program Administrators contend that the Three-Year Plan program budgets
appropriately incorporate a graduated ramp-up of spending in order to ensure that (1) a
delivery infrastructure is in place so that high quality services can be provided to customers on
a sustainable basis, and (2) to provide for smoother bill impacts (National Grid Brief at 23;
NEGC-FR Brief at 23; NEGC-NA Brief at 23; Berkshire Brief at 23; Bay State Brief at 23;
NSTAR Gas Brief at 23; Unitil Brief at 23; Blackstone Brief at 17).

The Attorney General also recommends that the Department approve the Program

Administrators’ Three-Year Plan budgets (Attorney General Brief at 4). The Attorney General
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states, however, that the Department should require rigorous tracking and monitoring of
budgets (Attorney General Brief at 31).

b. Program Planning and Administration Costs

The Program Administrators argue that they have minimized PP&A costs while
recognizing the need to maximize program quality and maintain adequate oversight (National
Grid Brief at 26; NEGC-FR Brief at 26; NEGC-NA Brief at 25-26; Berkshire Brief at 25; Bay
State Brief at 26; NSTAR Gas Brief at 26; Unitil Brief at 25; Blackstone Brief at 20).
Accordingly, the Program Administrators contend that they have minimized administrative
costs to the fullest extent practicable, consistent with the requirements of G.L. c. 25, § 19(a)
(National Grid Brief at 25; NEGC-FR Brief at 25; NEGC-NA Brief at 25; Berkshire Brief
at 25; Bay State Brief at 25-26; NSTAR Gas Brief at 25; Unitil Brief at 25; Blackstone Brief
at 19-20). In addition, the Program Administrators state that they intend to work with the
Attorney General, DOER, and other interested parties in developing consistent PP&A cost
categories (Exh. Common 2, at 279).

C. Competitive Procurement

The Program Administrators argue that they will use competitive procurement
processes to the fullest extent possible and in a manner that minimizes costs to ratepayers while

maximizing the associated return on investment in the competitive procurement contracts

2 The Attorney General’s argument that the Program Administrators should be required

to track and report on RCS funds separately from the energy efficiency funds collected
through the EES will be discussed in Section VI, below (Attorney General Brief,
App. A through H § 1).
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(National Grid Brief at 26-27; NEGC-FR Brief at 26-27; NEGC-NA Brief at 26; Berkshire
Brief at 26; Bay State Brief at 26-27; NSTAR Gas Brief at 26-27; Unitil Brief at 26;
Blackstone Brief at 20-21). The Program Administrators state that their procurement practices
are appropriate and, therefore, consistent with the Green Communities Act (National Grid
Brief at 27; NEGC-FR Brief at 27; NEGC-NA Brief at 27; Berkshire Brief at 27; Bay State
Brief at 27; NSTAR Gas Brief at 27; Unitil Brief at 27; Blackstone Brief at 21).

d. Low-Income Program Budgets

Each Program Administrator argues that it has complied with the requirement in
G.L. c. 25, § 19(c) that at least 20 percent of the amount expended for gas energy efficiency
programs be spent on low-income programs (National Grid Brief at 42; NEGC-FR Brief at 41;
NEGC-NA Brief at 41; Berkshire Brief at 41; Bay State Brief at 41; NSTAR Gas Brief at 41;
Unitil Brief at 41; Blackstone Brief at 34).

e. Pilot Program Budgets

The Program Administrators, with the exception of NEGC, argue that the proposed
2010 statewide pilot program budget of 2.3 percent of the Statewide Plan budget is consistent

with the Green Communities Act” (National Grid Brief at 51 n.21; Berkshire Brief at 50-51

23

NEGC-FR and NEGC-NA do not propose to offer pilot programs because of certain
conditions in their service areas, including: (1) reduced energy consumption,
particularly in the manufacturing sector; (2) high unemployment; and (3) growth in the
number of low-income customers. NEGC-FR and NEGC-NA note, however, that they
will continue to monitor the pilot efforts of other Program Administrators (NEGC-FR
Brief at 50, citing D.P.U. 09-122, Exh. AG 1-10; Tr. 4 (NEGC) at 694; NEGC-NA
Brief at 50, citing D.P.U. 09-123, Exh. AG 1-10; Tr. 4 (NEGC) at 694-695). In
addition, NEGC-FR and NEGC-NA plan to participate in the working group related to
the Deep Energy Retrofit Pilot Program. NEGC-FR and NEGC-NA state that if they
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n.22; Bay State Brief at 50-51 n.23; NSTAR Gas Brief at 51 n.22; Unitil Brief at 51 n.18).
These Program Administrators explain that, pursuant to the Green Communities Act, if more
than one percent of the Statewide Plan budget is expended on “ ‘programs for research,
development and commercialization of products or processes which are more energy-efficient

%

than those generally available’ ” and “ ‘programs for development of markets for such
products and processes, including recommendations for new appliance and product efficiency
standards[,]” ” the Council must explicitly authorize the pilot budget (National Grid Brief at 51
n.21; Berkshire Brief at 50-51 n.22; Bay State Brief at 50-51 n.23; NSTAR Gas Brief at 51
n.22; Unitil Brief at 51 n.18; quoting G.L. c. 25, § 21(b)(2)). The Program Administrators
state that the Council approved the statewide and individual Program Administrator pilot
budgets in its Pilot Budget Resolution (National Grid Brief at 51 n.21; Berkshire Brief at 50-51

n.22; Bay State Brief at 50-51 n.23; NSTAR Gas Brief at 51 n.22; Unitil Brief at 51 n.18).

B. Program Cost-Effectiveness

1. Introduction

The Department is required to find that each energy efficiency program contained in the
Three-Year Plans is cost-effective. G.L. c. 21(d)(2); see also G.L. c. 25, § 21(b)(3) (Council
and Department must periodically review the cost-effectiveness of programs; if a program is

not cost-effective, it must be modified or terminated). Program cost-effectiveness ensures that

are able to identify opportunities to offer the Deep Energy Retrofit, they will seek a
midcourse modification in order to offer that program in the future (Tr. 4 (NEGC)
at 694).
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programs are designed to obtain energy savings and system benefits with value greater than
program costs. G.L. c. 25, § 21(b)(3). For each energy efficiency program, each Program
Administrator submitted a projected benefit-cost ratio for 2010 through 2012 using the TRC
test (Exh. Common 2, at 28-29). Total resource costs are comprised of the following:
(1) program implementation costs; (2) evaluation costs; (3) before-tax performance
incentives; and (4) participant costs (Exh. Common 2, at 29). The Program Administrators
allocated costs associated with pilot programs and hard-to-measure initiatives to the appropriate
residential, low-income, or C&I sector level for the purpose of evaluating the
cost-effectiveness of those programs

The Program Administrators include the following benefits in the TRC test:

e avoided gas energy benefits, calculated as the product of the program’s energy savings
(as measured in therms) and an avoided energy cost factor;”

e avoided electric energy benefits, calculated as the product of the program’s energy
savings (as measured in kilowatt-hours (“kWh”)) and an avoided energy cost factor; ¢

24 Exhs. Common 2, at 15-16; Berkshire-6, Table IV.D, Cost-Effectiveness Summary
Table (December 21, 2009); Exh. Bay State-6, Table IV.D, Cost-Effectiveness
Summary Table (December 21, 2009); Exh. NEGC-FR-6, Table IV.D,
Cost-Effectiveness Summary Table (December 21, 2009); Exh. NEGC-NA-6,

Table IV.D, Cost-Effectiveness Summary Table (December 21, 2009); Exh. NSTAR
Gas-3, Table IV.D, Cost-Effectiveness Summary Table (December 21, 2009);

Exh. NG-6, Table IV.D, Cost-Effectiveness Summary Table (December 21, 2009);
Exh. Unitil-6, Table IV.D, Cost-Effectiveness Summary Table (January 21, 2010).

25

The avoided gas supply cost factors were developed in the Avoided Energy Supply Cost
in New England: 2009 Report (“Avoided Cost Study”) (Exhs. Common 2, at 77;
Common 20).

26 Energy savings and the avoided energy cost factor were each divided into four time

periods: winter peak, winter off-peak, summer peak, and summer off-peak
(Exh. Common 1, at 106).
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avoided generation capacity benefits, calculated as the product of the program’s
reduction in peak demand (as measured in kWh) and an avoided capacity cost factor;>’

non-gas, non-electric resource benefits, calculated as the product of the program’s
savings in water and sewerage and avoided cost factors for each of these resources; and

non-resource benefits.?®

(Exhs. Common 2, 77-78; Common 2, App. D, at 300-301).

2. Benefit-Cost Ratios

Tables 9a, 9b, 9c, 9d, 9e, 9f, and 9g: Program Administrator Cost-Effectiveness, in

Section XV, summarizes each Program Administrator’s projected three-year benefit-cost ratio

by program and sector. The benefit-cost ratios for all Program Administrators range from 2.0

to 3.58 for 2010 through 2012.%

27

28

29

Capacity savings and the avoided capacity factor were each divided into summer and
winter periods (Exh. Common 1, at 106-107).

The calculation of some non-resource benefits vary for each Program Administrator
(Tr. 3, at 420-422). To address such variances, the Program Administrators state that
they intend to conduct studies on non-resource benefits (Exh. Common 2, at 257).

Exhs. NG-6, Table IV.D, Cost-Effectiveness Summary Table (December 21, 2009);
NEGC-FR, Table IV.D, Cost-Effectiveness Summary Table (December 21, 2009);
NEGC- NA, Table IV.D, Cost-Effectiveness Summary Table (December 21, 2009);
Berkshire, Table IV.D, Cost-Effectiveness Summary Table (December 21, 2009); Bay
State, Table IV.D, Cost-Effectiveness Summary Table (December 21, 2009); NSTAR
Gas, Table IV.D, Cost-Effectiveness Summary Table (December 21, 2009); Unitil,
Table IV.D, Cost-Effectiveness Summary Table (January 21, 2010).
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3. Non-Resource Benefits

Unitil and National Grid® included non-resource benefits in the cost-effectiveness
analyses of their low-income programs (Exhs. NG-6, Cost-Effectiveness, Benefits Summary
Table (December 21, 2009); Unitil, Cost-Effectiveness, Benefits Summary Table
(January 21, 2010)). Unlike the electric Program Administrators who have historically
included non-resource benefits in their low-income programs, National Grid first included
non-resource benefits in program year 2009, and Unitil first proposed to include these benefits
for program year 2010*' (Exhs. AG-Until-1-24, DPU-National Grid-2-4; Tr. 4 (Unitil) at 693).
Bay State, Berkshire, and NEGC did not include non-resource benefits in their Three-Year
Plans, stating that, although non-resource benefits do exist, they are very difficult to quantify
and their low-income programs are cost-effective without these benefits (see Tr. 4 (Bay State)
at 737-738; Tr. 4 (Berkshire) at 707-708).

The Program Administrators state that the sources for the non-resource benefits were
compiled by the National Consumer Law Center in 1999, and are described in a memorandum

dated March 15, 2000 (Exhs. AG-National Grid-1-24(f), (g); AG-Unitil-1-24(b); Tr. 3,

0 National Grid calculated its non-resource benefits based on its 2008/2009 peak cost of

gas adjustment factors (“GAFs”) and not the currently-effective GAFs (Tr. 4 (National
Grid) at 715). In addition, National Grid based the dollar per-therm low-income
discount calculation for Colonial Gas Company- Cape, Colonial Gas

Company - Lowell, Essex Gas Company, and Boston Gas Company solely on Boston
Gas Company data (Tr. 4 (National Grid) at 716).

3 Unitil relied on National Grid’s calculation of non-resource benefits, which was based

on National Grid’s GAF, and did not conduct an analysis based on its own GAF (Tr. 4
(Unitil) at 693-702).



D.P.U. 09-121 through D.P.U. 09-128 Page 39

at 461). The assumptions underlying the sources have not been updated for the Three-Year
Plans (Exhs. AG-National Grid-1-24(f), (g); AG-Unitil-1-24(b); Tr. 3, at 461). The Program
Administrators indicate that they do, however, plan to review the assumptions underlying the
non-resource benefits for both the residential and low-income sectors in 2010 as part of an
EM&V study (Exh. Common 2, at 257; Tr. 3, at 461-462).

4, Position of the Parties

a. Program Administrators

The Program Administrators argue that the proposed energy efficiency programs are
cost-effective and meet the requirements of the TRC test and Green Communities Act
(National Grid Brief at 21; NEGC-FR Brief at 21; NEGC-NA Brief at 21; Berkshire Brief
at 21; Bay State Brief at 21; NSTAR Gas Brief at 21; Unitil Brief at 20). In response to the
Attorney General’s concerns about the accuracy of program benefits, the Program
Administrators argue that they have committed to review non-resource benefits in the course of
their EM&V activities (National Grid Reply Brief at 16; NEGC-FR Reply Brief at 15;
NEGC-NA Reply Brief at 15; Berkshire Reply Brief at 15; Bay State Reply Brief at 15;
NSTAR Gas Reply Brief at 11-12; Unitil Reply Brief at 12). The Program Administrators
argue that the Council is a part of the EM&V process and, therefore, there is an adequate
forum for peer review of future non-resource benefits research ((National Grid Reply Brief
at 16; NEGC-FR Reply Brief at 15; NEGC-NA Reply Brief at 15; Berkshire Brief at 21;
Berkshire Reply Brief at 15; Bay State Reply Brief at 15; NSTAR Reply Brief at 11-12; Unitil

Reply Brief at 12).
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b. Attorney General

The Attorney General agrees that the programs proposed in the Statewide Plan, in total,
are cost-effective but she makes several recommendations to ensure the accuracy of program
benefits used in the TRC test (Attorney General Brief at 10-11). Specifically, the Attorney
General recommends that the Program Administrators provide support for non-resource
benefits with actual claimed results, recent studies, actual field validations, and independent
third party audits (Attorney General Brief at 26-27). In addition, the Attorney General
recommends that the Program Administrators be required to file progress reports on these
activities whenever energy efficiency reports are filed (Attorney General Brief at 27).

C. Other Intervenors

DOER, ENE, and LEAN argue that the proposed energy efficiency programs are
cost-effective and meet the requirements of the TRC test and Green Communities Act (ENE
Brief at 7, DOER Brief at 5; LEAN Brief at 4).

C. Analysis and Findings

1. Program Budgets

a. Introduction

A Program Administrator’s budget is comprised of energy efficiency program
implementation costs, performance incentives and, where applicable, recovery of LBR as
approved by the Department. Guidelines § 3.3.1. In authorizing energy efficiency program
budgets, the Department is charged with ensuring that (1) Program Administrators have

minimized administrative costs to the fullest extent practicable; (2) sufficient funding is
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allocated to low-income programs; and (3) competitive procurement processes are used to the
fullest extent practicable. G.L. c. 25, §§ 19(a) - (c¢). Performance incentives are discussed in
Section VIII, below.

b. Program Planning and Administration Costs

The Green Communities Act requires the Department to ensure that Program
Administrators minimize administrative costs to the fullest extent practicable. G.L. c. 25,

§ 19(b). Program Administrators are required to include in their Three-Year Plans a detailed
description and supporting documentation of the steps taken to minimize administrative costs.
Guidelines § 3.3.6. The Program Administrators argue that, in setting program costs, they
sought to balance the need to minimize PP&A costs with the need to maximize program quality
and oversight (National Grid Brief at 26; NEGC-FR Brief at 26; NEGC-NA Brief at 25-26;
Berkshire Brief at 25; Bay State Brief at 26; NSTAR Gas Brief at 26; Unitil Brief at 25;
Blackstone Brief at 20).

As shown in Table 7, each Program Administrator’s PP&A costs decrease as a
percentage of its total budget over the three-year period, 2010 through 2012. With increasing
EM&V activities as discussed in Section IX below, we fully expect that program quality and
oversight will increase although PP&A costs as a percentage of total budgets will decline.
Accordingly, we find that each Program Administrator’s Three-Year Plan is designed to
minimize administrative costs to the fullest extent practicable, without sacrificing program

performance. G.L. c. 25, § 19(b).
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During the Department’s review of the Program Administrators’ future energy
efficiency Annual Reports, we will determine whether actual administrative costs were
minimized to the fullest extent practicable. Consistent cost categories will enable the
Department to more effectively compare administrative costs on a statewide level.
Accordingly, the Department directs the Program Administrators to develop consistent
statewide PP&A cost categories.”> The Program Administrators must report on their progress
towards meeting this requirement and, if necessary, identify any unresolved issues in their next
Annual Reports.

C. RCS/MassSave

As noted above, each Program Administrator’s budget includes the RCS/MassSAVE
program in order to provide a comprehensive presentation of all energy efficiency programs®
Conlflicting statutory deadlines require the Department to review the budget and surcharge for
the RCS/MassSAVE program separate from the Three-Year Plans. See G.L. c. 164
App., §§ 2-1 through 2-10. Although the Department does not approve the RCS/MassSAVE

budgets and resulting surcharge in the Three-Year Plans dockets,™ it is appropriate for the

2 As discussed above, the Program Administrators state that they intend to develop

consistent PP&A cost categories (Exh. Common 2, at 279).

- D.P.U. 09-121, Exh. DPU 1-1; D.P.U. 09-122, Exh. DPU 1-1; D.P.U. 09-123,
Exh. DPU 1-1; D.P.U. 09-124, Exh. DPU 1-2; D.P.U. 09-125, Exh. DPU 1-2;
D.P.U. 09-126, Exh. DPU 1-1; D.P.U. 09-127, DPU 1-1.

34

The 2010 RCS/MassSAVE budgets were approved in the following dockets: Bay State
Gas Company, D.P.U. 09-105, Stamp-Approval (December 30, 2009); The Berkshire
Gas Company, D.P.U. 09-106, Stamp-Approval (December 30, 2009); Blackstone Gas
Company, D.P.U. 09-107, Stamp-Approval (December 30, 2009); Boston Gas
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Program Administrators to include the RCS/MassSAVE program in their Three-Year Plans for
illustrative purposes in order to ensure that they contain a comprehensive presentation of all
energy efficiency programs.

d. Low-Income Program Budgets

The Green Communities Act requires at least 20 percent of funds expended on gas
energy efficiency programs be spent on comprehensive low-income residential demand side
management and education programs. G.L. c. 25 § 19(c). As shown in Table 8:
Minimization Allocation of Low-Income, each Program Administrator proposes a low-income
program budget that exceeds the statutory minimum of 20 percent. Accordingly, we find that
each Program Administrator has met the requirements of G.L. c. 25, § 19(c).

e. Presentation of Budgets in Real Dollars

As noted above, Program Administrators presented their budgets for 2011 and 2012 in

real dollars using a base year of 2010.> Bay State, NEGC-FR, and NEGC-NA also provided

Company, Colonial Gas Company, and Essex Gas Company, each d/b/a National Grid,
D.P.U. 09-108, Stamp-Approval (December 30, 2009); Fitchburg Gas and Electric
Light Company, d/b/a Unitil, D.P.U. 09-109, Stamp-Approval (December 30, 2009);
NSTAR Gas Company, D.P.U. 09-110, Stamp-Approval (December 30, 2009); New
England Gas Company - Fall River, D.P.U. 09-111, Stamp-Approval

(December 30, 2009); New England Gas Company — N. Attleboro, D.P.U. 09-112,
Stamp-Approval (December 30, 2009).

» Exhs. NEGC-FR-6 (November 13, 2009); NEGC-NA-6 (November 13, 2009); Tr. 4
(National Grid) at 732; Tr. 4 (Berkshire) at 638; Tr. 4 (Bay State) at 639; Tr. 4
(NSTAR Gas) at 807; Tr. 4 (Unitil) at 638.



D.P.U. 09-121 through D.P.U. 09-128 Page 44

their budgets in nominal dollars.* In reviewing a Program Administrator’s recovery of energy
efficiency expenditures, the Department will compare actual expenditures to the budgets
proposed in the Three-Year Plans. However, when the Program Administrators present
expenditures for 2011 and 2012, they will provide the expenditures in 2011 and 2012 dollars.
In order to accurately compare proposed budgets to actual expenditures, it is necessary to
review budgets and expenditures with the same base year. Therefore, the Department directs
National Grid, Berkshire, NSTAR Gas, and Unitil to also provide budget information in
nominal dollars as part of their 2010 Annual Reports.

f. Competitive Procurement

The Department must ensure that energy efficiency programs use competitive
procurement processes to the fullest extent practicable. G.L. c. 25, § 19(b). Based on the
percentage of costs that the Program Administrators project they will incur, the Program
Administrators contend that they are using competitive procurement processes to the fullest
extent practicable, in a manner that minimizes costs to the ratepayers while maximizing the
associated return on investment in the competitive procurement contracts (National Grid Brief
at 26-27; NEGC-FR Brief at 26-27; NEGC-NA Brief at 26; Berkshire Brief at 26; Bay State

Brief at 26-27; NSTAR Gas Brief at 26-27; Unitil Brief at 26). Each Program Administrator

36 Exhs. NEGC-FR, Table IV.C, Gas PA Budgets (December 21, 2009); NEGC-NA,
Table IV.C, Gas PA Budgets (December 21, 2009); Bay State, Table IV.C, Gas PA
Budgets (December 21, 2009).
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has competitively procured a high percentage of program activities.”” The Department,
therefore, finds that each Three-Year Plan uses competitive procurement processes to the
fullest extent practicable consistent with the requirements of G.L. c. 25, § 19(b).

g. Pilot Programs

As described in Section XV, Table 3: Statewide Program Budgets, and Table 4:
Statewide Pilot Budgets, the Program Administrators’ total pilot budget equals 2.3 percent of
the total Statewide Plan budget for 2010. Where the Program Administrators’ combined pilot
program budgets exceed one percent of the Statewide Plan budget for programs relating to
research, development, and commercialization of products or processes which are more
energy-efficient than those generally available, and programs for development of markets for
such products and processes, including recommendations for new appliance and product
efficiency standards, the Program Administrators must obtain Council approval of pilot
budgets. G.L. c. 25, § 21(b)(2).

On November 10, 2009, the Council approved budgets for the pilot programs proposed

by the gas Program Administrators for 2010 and 2011, noting that these pilot projects will

7 Exhs. National Grid-6, Competitive Procurement Process, Competitive Procurement

Table (December 21, 2009); NEGC-FR-6, Competitive Procurement Process,
Competitive Procurement Table (December 21, 2009); NEGC-NA-6, Competitive
Procurement Process, Competitive Procurement Table (December 21, 2009);
Berkshire-6, Competitive Procurement Process, Competitive Procurement Table
(December 21, 2009); Bay State-6, Competitive Procurement Process, Competitive
Procurement Table (December 21, 2009); NSTAR Gas-3, Competitive Procurement
Process, Competitive Procurement Table (December 21, 2009); Unitil-6, Competitive
Procurement Process, Competitive Procurement Table (January 21, 2010).



D.P.U. 09-121 through D.P.U. 09-128 Page 46

provide information and insight that will inform future program opportunities (Pilot Budget
Resolution at 1). The Council will address the proposed pilot program budgets for 2012 at a
later date as it anticipates that further information about current and future pilots will be
provided later in 2010 that will inform subsequent pilot budgets (Pilot Budget Resolution at 1).

The Green Communities Act states that the Three-Year Plans shall include programs
for research and market development and commercialization. G.L. c. 25, §21(b)(2). As the
Program Administrators reach the goal of acquiring all cost-effective energy efficiency
resources, pilot programs will play an important role in developing innovate cost-effective
programs. At a combined 2.3 percent of the 2010 Statewide Plan budget and 2.2 percent of
the 2011 Statewide Plan budget, the Department finds that the Program Administrators’ 2010
and 2011 pilot program budgets are of a sufficient size to carry out energy efficiency research
and development activities. Accordingly, the Department approves the Program
Administrators’ proposed budget for pilot activities related to research and development for
2010 and 2011.

As noted above, NEGC-FR and NEGC-NA do not propose to offer pilot programs due
to current conditions in their service territories which make it difficult to secure participants
for programs (Tr. 4 (NEGC) at 694). The Department finds that, given these conditions, it is
reasonable for NEGC-FR and NEGC-NA to not offer pilot programs at this time. However,
NEGC-FR and NEGC-NA should continue to monitor the pilot programs of other Program
Administrators and participate in the Deep Energy Retrofit Working Group so that they may

offer appropriate pilot programs in the future.
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Finally, the Department agrees with the Council that pilot performance in 2010 will
help determine the appropriate budget levels for 2012. Accordingly, the Department directs
the Program Administrators to provide further information regarding proposed 2012 pilot
budgets at the time the Program Administrators file their 2010 Annual Reports.

2. Cost-Effectiveness

a. Introduction

The Department is required to review the energy efficiency programs proposed in the
Three-Year Plans for cost-effectiveness. G.L. c. 25, § 21(b)(3). Such review ensures that
programs are designed to capture energy savings and system benefits with values greater than
program costs. G.L. c. 25, § 21(b)(3).

In D.P.U. 08-50-A at 14, the Department reaffirmed that the TRC test is the
appropriate test for evaluating the cost-effectiveness of energy efficiency programs.
Specifically, because the TRC test includes the avoided cost of supply as one of the most
significant program benefits, this test satisfies the Act’s requirement that energy efficiency
programs be less expensive than supply. D.P.U. 08-50-A at 14.

Under the TRC test, screening for cost-effectiveness should be performed at the
program level, with the exception of hard-to-measure and pilot programs. D.P.U. 08-50-A

at 20; Guidelines § 3.4. An energy efficiency program will be found cost-effective if program
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benefits are equal to or greater than program costs, as expressed in present value terms.
Guidelines § 3.4.%®

Hard-to-measure and pilot programs are not screened individually for
cost-effectiveness. Guidelines § 3.4. Instead, the costs and benefits of hard-to-measure and
pilot programs are included in the total program costs and benefits of the relevant customer
sector. Guidelines § 3.4.3.2. If a hard-to-measure or pilot program causes the sector’s
benefit-cost ratio to fall below one, the hard-to-measure or pilot program will be deemed not
cost-effective. D.P.U 08-50-A at 30.

b. Non-Resource Benefits

The Attorney General argues that the Program Administrators based their non-resource
benefits, in part, on stale information and recommends that the Department require the
Program Administrators to use updated studies to support the quantification of non-resource
benefits (Attorney General Brief at 27). The assumptions underlying the sources on which the
non-resource benefits are based date back as far as 1997 and have not been updated for the
Three-Year Plans (Exhs. NG-AG-1-24(f), Unitil-AG-1-24(b); Tr. 3, at 461). Although the
Program Administrators have indicated that they plan to review these assumptions for both the
residential and low-income sectors, National Grid and Unitil rely on these non-resource

benefits to support the cost-effectiveness of the low-income programs proposed in their

# The Department directed Program Administrators to use a discount rate equal to the

twelve-month average of the historical yields from the ten-year Treasury note, using the
previous calendar year to determine the twelve-month average Treasury note yield.
D.P.U. 08-50-A at 20-23.
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Three-Year Plans (Tr. 3, at 461-462, 480). Although the Department accepts that
non-resource benefits are real and can be quantified, the non-resource benefits National Grid
and Unitil relied on are not current and need to be further evaluated and updated. The
Department will allow National Grid and Unitil to include these benefits in the TRC test for
program year 2010.” However, the non-resource benefits, as currently presented, may not be
included in the TRC test for 2011 and 2012.

Regarding Unitil’s reliance on National Grid’s calculation of non-resource benefits, the
Department directs Unitil, on a going forward basis, to use its own service-territory specific
data when calculating non-resource benefits, as specified in RR-DPU-12 (Tr. 4 (Unitil)
at 693-702). In addition, the Department directs National Grid, on a going forward basis, to
calculate non-resource benefits using its current GAF and based on the weighted average dollar
per-therm low-income discount rate for all four National Grid companies (i.e., Boston Gas
Company, Colonial Gas Company — Cape and Lowell, and Essex Gas Company), as presented
in DPU-RR-13.

C. Program Cost-Effectiveness

Each Program Administrator included in its cost-effectiveness analyses all energy

system and program participant costs and benefits identified in the Guidelines at § 3.4.4.1.%

3 The details of the EM&V process for these non-resource benefits will be discussed

below in Section IX.

40 Exhs. NG-6, Table IV.D, Cost Summary Table (December 21, 2009); NEGC-FR,
Table IV.D, Cost Summary Table (December 21, 2009); NEGC-NA, Table IV.D, Cost
Summary Table (December 21, 2009); Berkshire, Table IV.D, Cost Summary Table
(December 21, 2009); Bay State, Table IV.D, Cost Summary Table
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In addition, each Program Administrator included in its analyses its proposed before-tax

performance incentive. See KeySpan Energy Delivery New England d/b/a National Grid,

D.P.U. 07-104, at 19.*' Accordingly, the Department finds that the cost-effectiveness analyses

performed by NEGC-FR, NEGC-NA, Berkshire, Bay State, and NSTAR Gas of the programs

proposed in their Three-Year Plans are consistent with Section 3.4 of the Guidelines for 2010,

2011, and 2012.* The Department also finds that National Grid and Unitil’s

cost-effectiveness analyses are consistent with Section 3.4 of the Guidelines for 2010 and for

all programs that do not include non-resource benefits for 2011 and 2012.*

41

42

43

(December 21, 2009); NSTAR-3, Table IV.D, Cost Summary Table
(December 21, 2009); Unitil, Table IV.D, Cost Summary Table (January 21, 2010).

Exhs. NG-6, Table IV. H, Performance Incentives Summary Table

(December 21, 2009); NEGC-FR, Table IV.H, Performance Incentives Summary Table
(December 21, 2009); NEGC-NA, Table IV.H, Performance Incentives Summary
Table (December 21, 2009); Berkshire, Table IV.H, Performance Incentives Summary
Table (December 21, 2009); Bay State, Table IV.H, Performance Incentives Summary
Table (December 21, 2009); NSTAR-3, Table IV.H, Performance Incentives Summary
Table (December 21, 2009); Unitil, Table IV.H, Performance Incentives Summary
Table (January 21, 2010).

The Department notes, however, that none of the gas Program Administrators included
the free ridership and spillover effects in their cost-effectiveness analyses as required by
Boston Gas Company, Colonial Gas Company, and Essex Gas Company, d/b/a
National Grid, D.P.U. 08-109, at 16 (2009). This issue will be discussed below in
Section IX.3.

In Section IX, the Department directs the Program Administrators to undertake studies
during 2010 that evaluate non-resource benefits to ensure that updated values will be
developed in time for inclusion in the cost effectiveness analyses for program year
2011.
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The Department further finds that each Program Administrator has demonstrated that
each proposed energy efficiency program in its Three-Year Plan has a pre-implementation
benefit-cost ratio of greater than one.** Therefore, consistent with G.L. ¢. 25, § 21(b)(3), the
Department finds that each proposed program included in the Three-Year Plans, with the
exception of the programs that include non-resource benefits for 2011 and 2012, as estimated
in the pre-implementation phase, is cost-effective. The cost-effectiveness of each proposed
program included in the Three-Year Plans that includes non-resource benefits for 2011 and
2012 will be assessed after the updated non-resource benefits are available.

d. Hard-to-Measure and Pilot Programs

Each Program Administrator, with the exception of NEGC,* has included
hard-to-measure and pilot program costs and benefits in the cost-effectiveness analyses of the

relevant customer sectors, as required by the Section 3.4.3.2 of the Guidelines.*® With these

4 Exhs. NG-6, Table IV.D, Cost-Effectiveness Summary Table (December 21, 2009);
NEGC-FR, Table IV.D, Cost-Effectiveness Summary Table (December 21, 2009);
NEGC-NA, Table IV.D, Cost-Effectiveness Summary Table (December 21, 2009);
Berkshire, Table IV.D, Cost-Effectiveness Summary Table (December 21, 2009); Bay
State, Table IV.D, Cost-Effectiveness Summary Table (December 21, 2009);
NSTAR-3, Table IV.D, Cost-Effectiveness Summary Table (December 21, 2009);
Unitil, Table IV.D, Cost-Effectiveness Summary Table (January 21, 2010).

45 As discussed in Section V.A.e (Budget), NEGC-FR and NEGC-NA do not propose to
offer pilot programs at this time.

46 Exhs. NG-6, Table IV.D, Cost-Effectiveness Summary Table (December 21, 2009);
NEGC-FR, Table IV.D, Cost-Effectiveness Summary Table (December 21, 2009);
NEGC-NA, Table IV.D, Cost-Effectiveness Summary Table (December 21, 2009);
Berkshire, Table IV.D, Cost-Effectiveness Summary Table (December 21, 2009); Bay
State, Table IV.D, Cost-Effectiveness Summary Table (December 21, 2009);
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inclusions, the benefit-cost ratios remain greater than one for each customer sector. The
Department, therefore, approves the implementation of each proposed hard-to-measure and
pilot program.*’

VI.  FUNDING

A. Program Administrator Proposals

1. Energy Efficiency Surcharge

The Program Administrators propose to recover their costs, along with any applicable
performance incentives and, where applicable, LBR associated with the Three-Year Plans,*

through the EES component®

of each Program Administrator’s LDAC (Exh. Common 2,

at 272). Each Program Administrator proposes to apply the EES to its therm sales to recover
from firm ratepayers any program costs and associated expenditures (Exh. Common 2, at 272).
All of the Program Administrators except Unitil propose to collect performance incentives
through the LDAC after the filing of Annual Reports (Tr. 4 (Bay State) at 714;

Tr. 4 (Berkshire) at 743; Tr. 4 (National Grid) at 656-657; Tr. 4 (NEGC) at 650;

RR-DPU-NSTAR Gas-5). Unitil proposes to collect performance incentives as soon as its

NSTAR-3, Table IV.D, Cost-Effectiveness Summary Table (December 21, 2009);
Unitil, Table IV.D, Cost-Effectiveness Summary Table (January 21, 2010).

7 In Section V.C.g, above, the Department approved the budget for pilot programs.

“® The Department has stated that it will investigate National Grid’s proposal to recover

LBR in a separate proceeding. D.P.U. 07-104-A at 10; D.P.U. 09-GAF-P5, Letter
Order at 2 (2009).

“ The EES was previously known as the conservation charge.
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Three-Year Plan budget is approved and to reconcile its actual performance incentive dollars
after the fact (Tr. 4 (Unitil) at 652, 735-736).

The Program Administrators state that all costs associated with the MassSave/RCS
program will continue to be recovered through the RCS surcharge, which is reviewed in a
separate docket.” The Program Administrators explain that, although a separate RCS
surcharge and filing are required by statute,” information about the RCS budget is included in
the Three-Year Plans in order to provide a comprehensive and coordinated presentation of all
energy efficiency programs being offered from 2010 through 2012.%

2. Outside Funding

Section 3.2.2.1 of the Guidelines requires a gas Program Administrator’s Three-Year
Plan to include a description of all other sources of funding™ the Program Administrator
considered to fund its energy efficiency programs. The Program Administrators do not
propose to rely on any outside funding sources for 2010 (see Exh. Common 2, at 62-63). The

Program Administrators have set statewide target levels of outside funding for energy

%0 D.P.U. 09-121, Exh. DPU 1-1; D.P.U. 09-122, Exh. DPU 1-1; D.P.U. 09-123,
Exh. DPU 1-1; D.P.U. 09-124, Exh. DPU 1-2; D.P.U. 09-125, Exh. DPU 1-2;
D.P.U. 09-126, Exh. DPU 1-1; D.P.U. 09-127, DPU 1-1.

' G.L.c. 164 App., §§ 2-1 through 2-10.

2 Exh. D.P.U. 09-121, Exh. DPU 1-1; D.P.U. 09-122, Exh. DPU 1-1; D.P.U. 09-123,
Exh. DPU 1-1; D.P.U. 09-124, Exh. DPU 1-2; D.P.U. 09-125, Exh. DPU 1-2;
D.P.U. 09-126, Exh. DPU 1-1; D.P.U. 09-127, Exh. DPU 1-1.

3 Other funding revenue refers to revenue received by a gas Program Administrator in

excess of revenue from the LDAC. Guidelines § 3.2.2.1.
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efficiency programs at $20 million in 2011 and $40 million in 2012 (Exh. Common 2,

at 62-63).°* The Program Administrators propose to use 60 percent of outside funding to
directly offset program costs and the remaining 40 percent to provide capital to customers,
which customers would repay through on-bill financing or other mechanisms

(Exh. Common 2, at 63). The Program Administrators state that they will continue to
participate in informal working sessions that DOER has convened to discuss possible outside
funding approaches and initiatives (Exh. Common 2, at 61). If the outside funding target
levels are not reached by September 1, 2010, the Program Administrators state that they will
refile their 2011 and 2012 goals and budgets (Exh. Common 2, at 63).

B. Positions of the Parties

1. Program Administrators

The Program Administrators contend that the cost recovery structure proposed in their
Three-Year Plans complies with the Green Communities Act, the Department’s directives in
D.P.U. 08-50-B, and established Department practice (National Grid Brief at 37-38;
NEGC-FR Brief at 36-37; NEGC-NA Brief at 36-37; Berkshire Brief at 36-37; Bay State Brief
at 36-37; NSTAR Gas Brief at 37-38; Unitil Brief at 36-37). In addition, the Program
Administrators state that they are committed to accessing other sources of funding, such as

on-bill financing and outside funding (National Grid Brief at 38-39; NEGC-FR Brief at 38;

4 Source of outside funding may include: (1) traditional lending sources, such as banks;

(2) non-traditional sources, such as retailers and other private entities; and/or
(3) funding obtained through the sale of tax-exempt bonds or other government
initiatives (Exh. Common 2, at 61).



D.P.U. 09-121 through D.P.U. 09-128 Page 55

NEGC-NA Brief at 38; Berkshire Brief at 38; Bay State Brief at 38; NSTAR Gas Brief at 38;
Unitil Brief at 38).

The Program Administrators argue that the anticipated levels of outside funding for
2011 and 2012 proposed in the Statewide Plan are ambitious but realistic (National Grid Brief
at 40; NEGC-FR Brief at 39; NEGC-NA Brief at 39; Berkshire Brief at 39; Bay State Brief
at 39; NSTAR Gas Brief at 39; Unitil Brief at 39). If these targets are not reached by
September 1, 2010, the Program Administrators propose to re-file their 2011 and 2012 savings
goals and budgets based on actual levels of outside funding (Exh. Common 2, at 63; National
Grid Brief at 39-40; NEGC-FR Brief at 39; NEGC-NA Brief at 39; Berkshire Brief at 39; Bay
State Brief at 39; NSTAR Gas Brief at 39; Unitil Brief at 39). The Program Administrators
state that all reporting related to outside funding will be addressed through the existing
quarterly and annual reporting required by the Green Communities Act and in midterm
modification filings (National Grid Reply Brief at 17; NEGC-FR Reply Brief at 16; NEGC-NA
Reply Brief at 16; Berkshire Reply Brief at 16; Bay State Reply Brief at 16; NSTAR Gas
Reply Brief at 4 n.2; Unitil Reply Brief at 4 n.2).

In response to the Attorney General’s argument that the Program Administrators should
separately report on the use of RCS funds, NSTAR Gas and Unitil argue that this reporting
requirement is unnecessary because the Green Communities Act establishes a sufficient
reporting process for the use of energy efficiency funds (NSTAR Reply Brief at 4 n.2; Unitil
Reply Brief at 4 n.2). National Grid, NEGC, Berkshire, and Bay State contend that the

Attorney General’s concerns are already met because they track and report all energy
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efficiency costs separately, by program, including RCS (National Grid Reply Brief at 17;
NEGC-FR Reply Brief at 16; NEGC-NA Reply Brief at 16; Berkshire Reply Brief at 15-16;
Bay State Reply Brief at 15-16).

2. Attorney General

The Attorney General recommends that the Department require the Program
Administrators to track and report on RCS funds separate and apart from the energy efficiency
funds collected through the EES (Attorney General Brief, App. A through H § 1). The
Attorney General explains that this will ensure that RCS funds are used solely to fund
MassSave audits and not for other energy efficiency programs (Attorney General Brief,

App. A through H § 1).

The Attorney General also recommends that the Department require the Program
Administrators to document and report on their ability to obtain outside funding for 2011 and
2012 (Attorney General Brief, App. A through G §2). According to the Attorney General,
the Program Administrators should identify the method for seeking and pursuing particular
sources of outside funding (Attorney General Brief, App. A through G § 2). In addition, the
Attorney General argues that the Program Administrators should provide data, including
“traditional” bill impact analyses, to document how the acquisition of outside funding will
affect cost recovery through the EES (Attorney General Brief, App. A through G § 2).

3. DOER

DOER states that, despite the current economic downturn, it is cautiously optimistic

that the Program Administrators will succeed in securing access to outside funds for energy
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efficiency programs in 2011 and 2012 (DOER Brief at 13). DOER contends that, regardless of
the source, the level of outside funding will have an impact on the EES (DOER Brief at 13). If
the Program Administrators are unable to access sufficient additional outside funding, DOER
notes that program budgets could change by greater than 20 percent, thereby requiring the
filing of petitions for midterm modifications with the Department (DOER Brief at 13-14).
DOER supports the use of midterm modifications as a Department-approved mechanism for

the Program Administrators to amend budget levels (DOER Reply Brief at 14).

4. ENE

ENE contends that the Program Administrators have committed to working with the
Council to identify and secure outside funding sources (ENE Brief at 13). ENE, therefore,
recommends that the Department support the Program Administrators’ efforts to procure
outside funding (ENE Brief at 13).

C. Analysis and Findings

1. Energy Efficiency Surcharge

The Green Communities Act requires the individual Three-Year Plans to include a fully
reconciling funding mechanism. G.L. c. 25, § 21(b)(2)(vii); see also G.L. c. 25, § 21(d)(2).
Further, the Guidelines state that a gas Program Administrator shall collect funds for the
implementation of its energy efficiency plan, including LBR, where allowed, and performance
incentives, through its LDAC tariff. Guidelines § 3.2.2.

As noted above, the Program Administrators have proposed to recover all costs

associated with the Three-Year Plans through the LDAC (Exh. Common 2, at 272). All
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Program Administrators except Unitil propose to collect performance incentives through the
LDAC after they file their Annual Reports (Tr. 4 (Bay State) at 714; (Berkshire) Tr. 4
(Berkshire) at 743; Tr. 4 (National Grid) at 656; Tr. 4 (NSTAR Gas) at 788-789; Tr. 4
(NEGC) at 650; RR-DPU-NSTARGas-5). Unitil proposes to collect projected performance
incentives as soon as its Three-Year Plan budget is approved, and to reconcile its actual
performance incentive dollars after the fact (Tr. 4 (Unitil) at 735).

To recover performance incentives and LBR, a Program Administrator has the burden
to demonstrate that implementation of its energy efficiency measures resulted in actual savings
and benefits. D.P.U. 08-50-A at 49 (“Performance incentives should be based on
clearly-defined goals and activities that can be sufficiently monitored, quantified and verified

after the fact.”); Keyspan Energy Delivery New England d/b/a National Grid,

D.P.U. 07-104, at 20 (2008). A Program Administrator cannot collect performance incentives
and LBR until it has shown that actual savings and benefits resulted from its Three-Year Plan,
which will be verified in the Annual Report. Although the Program Administrators’ proposal
to fund costs related to the implementation of the Three-Year Plans through the LDAC is
consistent with the Green Communities Act and the Department’s Guidelines,” Program
Administrators cannot include the LBR and performance incentives in the EES until they have
been approved by the Department (i.e., once the Annual Report has been approved).
Accordingly, we do not accept Unitil’s proposal to collect projected performance incentives as

soon as its budget has been approved.

> See G.L. c. 25, §§ 19(b), 21(b)(2)(vii); Guidelines § 3.2.2.
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The Department finds that each Program Administrator may recover the funds
necessary to implement the proposed budgets included herein through an EES.* The Program
Administrators may, however, only recover performance incentives and LBR through the
LDAC once the incentives and LBR have been reviewed and approved in their Annual Report
dockets.

Regarding the Attorney General’s recommendation that the Program Administrators
track and report RCS/MassSAVE funds separately from funds collected through the EES, as
stated in D.P.U. 08-50-A, conflicting statutory and regulatory guidelines require that RCS
proposals will continue to be filed and reviewed on an annual basis in separate dockets.
D.P.U. 08-50-A at 66, citing G.L. c. 164, App. § 2-7(b). As part of our investigation of the
RCS filings, the Department is required to annually review and reconcile the RCS income and
expenses incurred by the gas companies during the preceding year in carrying out the RCS
program. D.P.U. 08-50-A at 66, citing G.L. c. 164, App. § 2-7(f), § 4, 220 C.M.R. § 7.09.
The RCS filings contain information on the amounts collected and expended on the RCS
program during the prior year. G.L. c. 164, App. § 2-7(f), § 4. Therefore, during the RCS
proceedings, all interested persons will have an opportunity to review the amount of funds
collected and spent on the RCS program. In addition, the Department and interested parties
will review spending on all other energy efficiency programs each year through the Annual

Reports. We find that these processes adequately address the Attorney General’s concerns, as

% As noted below, the Department directs the Program Administrators to submit

documentation regarding their efforts to secure outside funding for 2011 and 2012,
consistent with the requirements of the Green Communities Act and Guidelines.
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they will ensure that funds collected through the RCS surcharge are spent only on the RCS
program.

2. Outside Funding

The Green Communities Act requires that funding of the electric Three-Year Plans
include other funding as approved by the Department after consideration of the availability of
other private or public funds. G.L. c. 25, § 19(a)(3)(ii). Although the Green Communities
Act does not contain a similar requirement for the gas Three-Year Plans, the Department’s
Guidelines require, among other things, gas Program Administrators to include in their
Three-Year Plans a description of all other sources of funding the Program Administrators
considered to fund their energy efficiency programs.”” Guidelines § 3.2.2.1.

As noted above, the Program Administrators do not propose to include any sources of
outside funding in their budgets for 2010 (see Exh. Common 2, at 59-64). For 2011 and 2012,
the Program Administrators project that statewide, they will secure outside funding in the

amount of $20 million and $40 million, respectively (Exh. Common 2, at 62-63).

> Specifically, the Guidelines require gas Program Administrators to include a detailed

description of all other funding revenue sources that it considered as part of their
Three-Year Plans, including, but not limited to: (1) other funding sources identified by
the gas Program Administrator; (2) whether or not the gas Program Administrator
attempted to access those other funding revenue sources; (3) if the gas Program
Administrator chose not to access those other funding revenues, the reason behind that
decision; (4) a statement of the amount of the other funding revenues available;

(5) whether the other funding revenue source is a recurring source; (6) any conditions
placed on the use of the other funding revenue sources; and (7) whether receiving other
funding revenue allowed the gas Program Administrator to seek less money from
ratepayers. Guidelines § 3.2.2.1.
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Although the Program Administrators did not identify new sources of outside funding
for 2010, the Department notes that the Program Administrators have been pursuing private
investment sources but were unable to develop and execute outside funding arrangements for
2010 because there was insufficient time prior to the filing of the Three-Year Plans
(Exh. Common 2, at 62-64). Despite being unable to obtain outside funding, the Department
concludes that the Program Administrators took sufficient action to identify outside funding for
program year 2010.

Specifically, for years 2011 and 2012, the Program Administrators have: (1) identified
a targeted amount of outside funding for program years (Exh. Common 2, at 62-64; Tr. 2,
at 230); (2) described potential outside funding sources being considered; (3) detailed, in
theory, conditions that could be placed on the use of the funding sources; and (4) presented an
assumption that 60 percent of outside funding is planned to directly offset program costs so
they could seek less money to fund energy efficiency from ratepayers (Exh. Common 2,
at 61-64; Tr. 2, at 227-228, 230, 240, 250-251).

The Department recognizes that the Program Administrators have not yet had the
opportunity to fully explore all sources of outside funding and that DOER has convened
informal working sessions to discuss possible outside funding approaches and initiatives
(Exh. Common 2, at 61). The Program Administrators have indicated that they plan to
continue to participate actively in the outside funding working group established by DOER

(Exh. Common 2, at 61). Once funding sources are more adequately identified the Program
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Administrators state they will file the updated savings goals and program budgets with the
Council by September 30, 2010 (Exh. Common 2, at 63; Tr. 2, at 257).

As will be discussed in Section X, below, to provide the Department with sufficient
information to assess proposed outside funding levels for 2011 and 2012, the Department
directs the Program Administrators to submit documentation regarding their efforts to secure
such funding for these years, as required by Section 3.2.2.1 of the Guidelines, at the time of
the filing of their next Annual Reports. The Department fully expects that the gas Program
Administrators will aggressively pursue all potential sources of outside funding for 2011 and
2012 before proposing to collect costs from ratepayers and report to the Department on their
efforts as required by Guidelines.™

VII. BILL IMPACTS

A. Introduction

In Section VI.C, above, the Department found that the manner in which each Program
Administrator calculated its EES (which will provide funding for its energy efficiency budget
beyond that provided by outside funding sources) is consistent with the requirements of the
Green Communities Act and the Department’s Guidelines. G.L. c. 25, §§ 19(b), 21(b)(2)(vii);
Guidelines § 3.2.2.

In D.P.U. 08-50-A, the Department set forth the considerations that would guide its

review of rate and bill impacts arising from the funding of gas efficiency programs through a

%8 In addition, as discussed in Section XIII.3, below, the Department directs the Program

Administrators to propose a performance metric designed to incent them to aggressively
pursue all potential sources of outside funding.
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mechanism such as an EES. D.P.U. 08-50-A at 56-60. To fulfill the goals stated in

D.P.U. 08-50-A and to provide a consistent method by which each Program Administrator
would determine and present the rate and bill impacts, the Department convened a bill impact
working group (“Bill Impact Working Group”) to develop the appropriate models and
templates (“Bill Impact Model”). On September 29, 2009, the Bill Impact Working Group
submitted its report to the Department. In D.P.U. 08-50-B, the Department approved the Bill
Impact Model. D.P.U. 08-50-B at 18-19.

B. Bill Impact Model

The Bill Impact Model compares the rate and bill impacts that result from two
scenarios: (1) energy efficiency programs that are funded through “current” funding levels
and (2) energy efficiency programs that are funded through current funding levels plus
“incremental” funding through the EES.” The difference between the incremental and current
scenarios represents the rate and bill impact associated with implementation of the EES.

The Bill Impact Model calculates rate and bill impacts for three categories in each of
the residential, low-income, and C&I customer classes: (1) a non-participant, who is a
customer that does not participate in an energy efficiency program; (2) a participant, who is a
customer that participates in an energy efficiency program; and (3) a “rate class total,” that
indicates the effects of efficiency savings across the customer class as a whole (Tr. 1, at 54).

Under the Bill Impact Model, both program participants and non-participants

experience the same rate impacts that result from implementation of the EES—an increase in

5 Tr. 1, at 31.
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rates equal to the value of the surcharge (Tr. 1, at 45-55). Program participants, however,
experience an additional bill reduction through savings that result from the energy efficiency
measures installed through a program (Tr. 1, at 45-55). The bill impacts estimates for
program participants are primarily dependent on the participant savings assumptions in the Bill
Impact Model. The rate class total incorporates the cumulative effect across all customers of
the savings experienced by participants (Tr. 1, at 94-99). The Bill Impact Model calculates
rate and bill impacts for each customer category during the three-year period, 2010

through 2012, based on the costs and savings that occur during the period.

C. Program Administrator Proposals

The Program Administrators state that they have prepared and filed their respective bill
impacts in accordance with the D.P.U. 08-50-B and the Bill Impact Model.* Each Program
Administrator has presented bill impacts based on its EES calculated (1) with and without
outside funding as a funding source during the three-year period,® and (2) with and without
LBR recovery as a budget item during the three-year period, as necessary.® Under all
scenarios, each Program Administrator determined its EES based on the total budget included

in its Three-Year Plan.

60 Exhs. NG-7; NEGC-FR-7; NEGC-NA-7; Berkshire-7; Bay State-7; NSTAR Gas-4;
Unitil-1, Tab 7.

o1 Exhs. NG-7; NEGC-FR-7; NEGC-NA-7; Berkshire-7; Bay State-7; NSTAR Gas-4;
Unitil-1, Tab 7.

62 National Grid was the only Program Administrator to provide bill impacts with and

without LBR recovery (Exhs. NG-7 (November 13, 2009).
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D. Positions of the Parties

1. Program Administrators

The Program Administrators contend that the model used to develop bill impacts is the
result of a collaborative effort of the Bill Impact Working Group and complies with all
Department directives in D.P.U. 08-50-A (National Grid Brief at 29-30; NEGC-FR Brief
at 30; NEGC-NA Brief at 30; Berkshire Brief at 29; Bay State Brief at 30; NSTAR Gas Brief
at 30; Unitil Brief at 29). The Program Administrators argue that the bill impacts resulting
from the Three-Year Plans are acceptable and should be approved by the Department (National
Grid Brief at 35; NEGC-FR Brief at 34; NEGC-NA Brief at 34; Berkshire Brief at 34; Bay
State Brief at 34; NSTAR Gas Brief at 35; Unitil Brief at 34).

The Program Administrators state that they have submitted multiple iterations of the bill
impact model using different assumptions in order to provide the Department with a diverse
and comprehensive data set for analysis and consideration (National Grid Reply Brief at 15;
NEGC-FR Reply Brief at 15; NEGC-NA Reply Brief at 14; Berkshire Reply Brief at 14; Bay
State Reply Brief at 14; NSTAR Gas Reply Brief at 10; Unitil Reply Brief at 10).

Regarding the Attorney General’s request that Program Administrators also submit a
traditional bill impact analysis, the Program Administrators argue that the model approved in
D.P.U. 08-50-B (which does not include a traditional bill impact analysis) provides a
reasonable estimate of bill impacts (National Grid Reply Brief at 15; NEGC-FR Reply Brief
at 14; NEGC-NA Reply Brief at 14; Berkshire Reply Brief at 14; Bay State Reply Brief at 14;

NSTAR Gas Reply Brief at 10; Unitil Reply Brief at 10). The Program Administrators
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contend that the Bill Impact Model complies with all Department directives in D.P.U. 08-50-A
and it would be unnecessarily costly and burdensome to present multiple bill impact analyses
(National Grid Reply Brief at 15; NEGC-FR Reply Brief at 14-15; NEGC-NA Reply Brief

at 14-15; Berkshire Reply Brief at 14; Bay State Reply Brief at 14; NSTAR Gas Reply Brief
at 10-11; Unitil Reply Brief at 10-11).

The Program Administrators state that they will likely be required to file a bill impact
analysis as part of their LDAF filings, which include the EES, thereby satisfying the Attorney
General’s request for midterm bill impact updates (National Grid Reply Brief at 15-16;
NEGC-FR Reply Brief at 14-15; NEGC-NA Reply Brief at 14-15; Berkshire Reply Brief
at 14; Bay State Reply Brief at 14; NSTAR Gas Reply Brief at 11; Unitil Reply Brief at 11).

2. Attorney General

The Attorney General states that as a member of the Bill Impact Working Group, she
endorsed the Bill Impact Model the group developed (Attorney General Brief at 21-22). She
argues, however, that certain issues became apparent only when the model was applied using
each Program Administrator’s data (Attorney General Brief at 23 n.8). The Attorney General
states that there have been many iterations of the Bill Impact Model submitted in the
Three-Year Plan proceedings and that each iteration raises issues with respect to the model’s
design and application (Attorney General Brief at 22). Specifically, the Attorney General
argues that the Bill Impact Model produces inaccurate results due to the method used to
determine current and incremental usage levels (Attorney General Brief at 23 n.7).

Additionally, she argues that assuming energy savings to a point where a participant’s bill
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impact is zero produces results that provide little value to the Department, intervenors, or
customers (Attorney General Brief at 23 n.7).

The Attorney General requests that the Department reconvene the Bill Impact Working
Group and require the Program Administrators to further refine the Bill Impact Model in order
to provide a revised bill impact analysis (Attorney General Brief at 23). Specifically, the
Attorney General requests that Program Administrators be required to conduct a “traditional”
bill impact analysis and file annual bill impact updates (Attorney General Brief at 23-26).

The Attorney General states that the Bill Impact Model is very different from the bill
impact analysis that is generally required for companies to secure a rate adjustment (Attorney
General Brief at 21). The Attorney General argues that such an analysis will be informative
because it will capture changes in rates solely due to the implementation of the Three-Year
Plans (Attorney General Brief at 24).

In addition, the Attorney General argues that the bill impact analysis should be
expanded to show customers the effects that specific energy efficiency measures have on a
typical customer’s bill (Attorney General Brief at 23 n. 6). Finally, the Attorney General
states that each Program Administrator should be required to file an annual report which
documents the manner in which it informed its customers about the impact its Three-Year Plan
would have on their bills and the manner in which participation could eliminate or mitigate

those bill impacts (Attorney General Brief at 23-26, App. A through G).
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3. DOER

DOER contends that the model developed by the Bill Impact Working Group provides
the Council and the Department with the proper tools to consider customer bill impacts (DOER
Reply Brief at 5). DOER argues that the role of the Department is not to determine whether a
precise bill impact is acceptable but rather to determine whether potential bill impacts are
adequately balanced by the benefits realized through energy savings (DOER Brief at 16;
DOER Reply Brief at 3-4).

DOER contends that bill impacts for participants will be mitigated by the level of
savings participants can achieve (DOER Brief at 15). DOER argues that the Council and other
stakeholders are committed to keeping energy efficiency program cost drivers in check and that
these entities have demonstrated collective efforts to keep potential bill impacts under control
(DOER Reply Brief at 4-5).

DOER argues the expanded bill impact analysis suggested by the Attorney General
should not be required because it is overly burdensome and will provide no new insight with
respect to bill impacts for customers (DOER Reply Brief at 3). DOER reports that the
common understanding of the Bill Impact Working Group was that the Bill Impact Model was
for the Department’s use and was not intended as a tool for customers (DOER Reply Brief
at 2-3). Similarly, DOER argues that annual bill impact analyses, traditional or otherwise,
need not be conducted unless the Department determines that such information is required to

assess the need for a midterm plan modification (DOER Reply Brief at 4).
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4. ENE

ENE asserts that increase of expenditures on energy efficiency as a result of the gas
Three-Year Plans will have a small impact on customer bills and produce substantial customer
benefits (ENE Brief at 9). ENE argues that although customers will see an increase in bills
due to higher energy efficiency budgets, they will also see direct benefits (ENE Brief at 9).
ENE urges the Department to also consider other benefits not included in the bill impact
analysis, such as the creation of local energy jobs over the period of the Three-Year Plans
(ENE Brief at 9).

5. AIM

AIM argues that not every customer in Massachusetts will benefit from the expanded
energy efficiency programs but the majority of customers will see overall bill increases as a
result of the Three-Year Plans (AIM Brief at 3). AIM contends that high energy costs inhibit
the ability of Massachusetts businesses to remain competitive and that any increases will
economically harm the commercial, industrial, municipal and institutional sectors of the
economy (AIM Brief at 4). AIM recommends that the Department fully analyze the economic
effects of the Three-Year Plans to carefully balance higher electric rates with the promotion of
societal goals (AIM Brief at 4).

AIM argues that the Bill Impact Model used by the Program Administrators relies on
assumptions and, as such, should only be used by the Department as a guide for reviewing bill
impacts (AIM Brief at 5). In particular, AIM argues that the Program Administrators’ bill

impact analysis understates actual impacts on customers (AIM Brief at 5). AIM states that the
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bill impact analysis fails to recognize economic and other factors that drive participation in
energy efficiency programs (AIM Brief at 5). AIM explains that some C&I customers will be
unable to participate because there are no applicable programs or they have previously invested
in energy efficiency measures (AIM Brief at 5).

Finally, AIM urges the Department to look at the cumulative costs to ratepayers as a
result of all mandates of the Green Communities Act and not to analyze these costs in an
isolated or segmented fashion (AIM Brief at 9). AIM contends that the cumulative impact of
bill increases from the Three-Year Plans and other energy charges will have a significant
impact on customers (AIM Brief at 9).

E. Analysis and Findings

1. Green Communities Act

The Green Communities Act requires the Program Administrators to jointly develop, in
coordination with the Council, a Statewide Plan that provides for the acquisition of all available
energy efficiency and demand reduction resources that are cost-effective. G.L. c. 25, § 21(b).
Similarly, the Green Communities Act requires the Department to ensure that each Program
Administrator’s Three-Year Plan provides for the acquisition of all cost-effective energy
efficiency and demand reduction resources that are available. G.L. c. 25, §§ 19(b), 21(a),
21(d)(2). In recognition of the fact that the acquisition of all cost-effective energy efficiency

could require funding above current levels, the Green Communities Act provides that Program
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Administrators may collect revenue from ratepayers through a mechanism such as the EES.%
G.L. c. 25, § 19(b).

The requirement to provide for the acquisition of all available cost-effective energy
efficiency resources is not discretionary.* Program Administrators must take all reasonable
steps, and the Department must ensure that they take these steps, to acquire all cost-effective
energy efficiency resources. The Green Communities Act does, however, provide some
discretion regarding the rate at which Program Administrators will acquire these resources,
stating that such acquisition should be achieved through a sustained effort. G.L. c. 25,

§ 22(b). Determining a reasonable pace for a sustained acquisition requires the Program
Administrators and the Council (in developing the Three-Year Plans) and the Department (in
reviewing the Three-Year-Plans) to strike an appropriate balance between several factors,

including: (1) identifying the potential level of cost-effective resource currently available;*

63 In our review of funding sources such as the EES, the Department considers the effect

of any resulting rate increases on consumers. Yet the impact on consumers is a
function not only of the rate or tariff approved by the Department but also of the
quantity of electricity consumed. The product of the rate and the quantity of electricity
consumed provides the bill impact to consumers, which is the best measure of the
ultimate impact on consumers of a change in rates. Consequently, while the
Department notes rate changes in decisions related to changes in distribution company
tariffs, we typically estimate changes in average customer bills to more accurately
assess the impact of tariff changes on consumers.

64 The requirement that Program Administrators acquire all available cost-effective energy

efficiency resources appears in four separate sections of the Green Communities Act—
G.L. c. 25, §§ 19(b), 21(a), 21(b)(1), 21(b)(2).

65 See Assessment Resolution.
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(2) exploring ways in which this level can be increased;* (3) assessing the capability of the
energy efficiency vendor and contractor industry to support increased program activity; and
(4) assessing the capacity of the Program Administrators to administer increases in program
activity efficiently and effectively.

The Program Administrators have submitted rate and bill impact analyses in a manner
consistent with the Bill Impact Model developed by the Bill Impact Working Group and
approved by the Department in D.P.U. 08-50-B at 57-60 (RR-DPU-2). In the sections below,
the Department first addresses several concerns related to the Bill Impact Model and then
considers the bill impacts resulting from the model.

2. Bill Impact Model

The Bill Impact Model provides a useful starting point for understanding the impacts
that energy efficiency programs are likely to have on customers’ bills. However, the bill
impact analyses provided by the Program Administrators for the first time in these proceedings
suffer from two very important limitations. First, they do not properly account for bill impacts
over the long-term. The analyses include only the costs, savings, and bill impacts associated
with program years 2010 through 2012. In D.P.U. 08-50-A at 57, the Department found that
the bill impact estimates should account for the impacts over the long-term (e.g., for the
average life of efficiency measures) in order to capture the full effect of energy efficiency

savings and costs. D.P.U. 08-50-A at 57. Subsequently, in D.P.U. 08-50-B at 18, the

66 Pilot programs play an important role in developing innovate cost-effective programs,

leading to increased levels of available cost-effective energy efficiency. See G.L.
c. 25, § 21(b)(2).
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Department accepted the Bill Impact Model proposed by the Bill Impact Working Group but
noted that it did not account for long-term savings and, therefore, “will understate the benefits
of energy efficiency and, thereby, understate the effect that energy efficiency will have on
lowering customer bills over the long-term.” As noted below, given these limitations, our
review of the bill impacts in the current dockets focuses on the short-term bill impacts but we
acknowledge the fact that they understate the long-term benefits of energy efficiency.

Second, the bill impact analyses provided by the Program Administrators do not
provide a clear indication of the impact on program participants. One of the challenges of such
an analysis is finding ways to indicate the bill impacts associated with programs that achieve
deeper savings per participant versus those that serve more participants but with fewer savings
per participant. In their initial filings and in response to several Department record requests,
the Program Administrators have presented several analytical approaches for how to indicate
the bill impacts on program participants. Each of the approaches suffers from some limitation
in terms of fully understanding the bill impacts on program participants. Consequently, we do
not limit our review of bill impacts to any one of the analytical approaches provided by the
Program Administrators.

In order to ensure that future bill impact analyses provide the most meaningful
depiction of rate and bill impacts, the Department will reconvene the Bill Impact Working
Group to refine the Bill Impact Model to address the two issues discussed above. We
encourage all interested stakeholders to actively participate in the working group in order to

address any concerns they may have with the Bill Impact Model. We direct the Bill Impact
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Working Group to submit a revised Bill Impact Model to the Department for review by

June 1, 2010.9

3. Bill Impacts

a. Introduction

We focus our evaluation on bill impacts, which, as noted above, provide a more
meaningful indication of the effects of energy efficiency than rate impacts alone. This is
because an analysis of bill impacts captures the effects of energy efficiency program savings as
well as their costs. In D.P.U. 08-50-A at 58, we noted that, while energy efficiency programs
will typically increase rates, average bills should be lower than they would otherwise be
without energy efficiency programs. In addition, customers are typically more concerned
about their total bill than their individual rates, because it is the total bill that represents their
ultimate cost.

b. Findings

In considering the net impact of energy efficiency investment on consumers, the
Department must take into account both the bill impacts and the benefits that the accompanying
increase in energy efficiency activity will bring to ratepayers. On a statewide basis, the
Three-Year Plans are expected to provide net benefits (over the lifetime of the measures

installed) of approximately $701 million, resulting in almost two dollars in benefits for

67 The Department will issue a procedural notice to schedule the next meeting of the Bill

Impact Working Group.
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Massachusetts natural gas customers for every dollar spent (Exh. Common 2, at 82).° We
estimate that the total lifetime energy savings associated with the proposed energy efficiency
programs will cost roughly $0.31 per therm - well below the cost of energy supply resources
that would otherwise need to be purchased by consumers. While we do not rely on these
points to make our findings here, the Department recognizes the significant additional benefits
that flow to Massachusetts residents from energy efficiency program investments. For
example, the energy efficiency programs in the Three-Year Plans are expected to reduce
statewide carbon dioxide emissions by 5,269,604 short tons over the life of the savings and
create 778 local jobs in Massachusetts (Exh. Common 2, at 14, 22). These programs clearly
achieve several of the goals embodied in the Green Communities Act and create a solid
foundation for future energy efficiency activities as the Program Administrators undertake a
sustained effort to achieve all cost-effective energy efficiency over time.

Based on our review, and in consideration of the significant benefits provided by
energy efficiency resources, the Department concludes that the bill impacts associated with the
Three-Year Plans are well within the range of what we consider to be reasonable (RR-DPU-2).
In addition, if the bill impact analyses were to properly account for the long-term savings of
the energy efficiency programs, then the bill impacts would be significantly more modest than
those provided by the Program Administrators. Unlike many other activities that cause
increases in rates, energy efficiency will result in customer benefits in terms of reduced

consumption and reduced costs. These benefits will persist for the operating lives of the

68 In other words, the projected benefit-cost ratio for the programs is approximately 2.46.
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energy efficiency measures installed. The energy efficiency measures installed by the gas
Program Administrators have an average measure life of 15.6 years (Exh. Common 2, App. D
at 301). Consequently, the Program Administrator’s three-year bill impact analysis ignores
12.6 years worth of customer benefits, on average. Accounting for these benefits would
indicate that the bill impacts are even more modest than those presented by the Program
Administrators in these dockets. As noted above, given the significant deficiency in bill impact
analyses, we direct the Program Administrators to resolve this issue through the Bill Impact
Working Group.

Furthermore, in D.P.U. 08-50-A at 59-60, we noted that one of the primary concerns
regarding energy efficiency program impacts is that they might create an inequity between
program participants and non-participants. Here, however, we find that equity concerns
between program participants and non-participants are likely to be mitigated by several factors.
The proposed energy efficiency programs are designed to be available to all customer classes
and all customer types, offering ample opportunities for any customer who wants to reduce his
or her bill to participate in the energy efficiency programs. Over the course of the Three-Year
Plan, a significant number of customers are expected to participate in the proposed energy

efficiency programs.” Customers that do not participate during these three years may have

6 The Program Administrators expect to serve approximately 920,000 customers across

the state during the course of the Three-Year Plans (Exh. Common 2, at 94). While
this estimate of program participants may include some customers that are counted
more than once, as well as some participants that may experience only relatively small
levels of energy savings, it indicates the extent to which programs are expected to reach
a large number of customers in Massachusetts (Tr. 1, at 89, 100).
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participated in past years, or may participate in future years. If Program Administrators are
successful in their pursuit of all cost-effective energy efficiency, then they should eventually
provide some form of efficiency savings to the vast majority of customers - leaving a very
small subset of customers that could be considered non-participants.

Finally, we note that the Global Warming Solutions Act (“GWSA”) requires the
creation of enforceable limits on greenhouse gas emissions in Massachusetts for the years
2020, 2030, 2040, and 2050. G.L. c. 2IN § 3. The GWSA also calls for interim greenhouse
gas emission targets before 2020. G.L. c. 21N § 6C. Energy efficiency is widely accepted as
one of the lowest-cost options for reducing greenhouse gas emissions and, in fact, typically
reduces consumer energy costs while mitigating greenhouse gases. Consequently, the
Department recognizes that accelerated energy efficiency investment is likely to help minimize
costs associated with meeting the greenhouse gas reduction targets contained in the GWSA,
thereby mitigating any bill impacts that might result from meeting such targets.

4. Other Issues

The Attorney General requests that the Department expand the Bill Impact Model to
accommodate additional bill impact analyses that are designed to capture changes in rates
solely due to the implementation of programs contained in the Three-Year Plans (Attorney
General Brief at 24). The Department will consider whether such bill impact analyses may
provide results that are useful in supporting the Department’s review of bill impacts as part of

the Bill Impact Working Group.
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Further, the Attorney General requests: (1) that the bill impact analyses be expanded to
show customers the effects that specific energy efficiency measures have on a typical
customer’s bill; and (2) that Program Administrators be required to file an annual report that
documents the manner in which they informed their customers about the impact of their
Three-Year Plans (Attorney General Brief at 23-26, App. A through G § 3).

The Bill Impact Model is primarily for the Department’s use in assessing rate and bill
impacts from the Three-Year Plans. The Bill Impact Model should also provide value to the
Council in understanding the overall impact of the Three-Year Plans. While customer
education is an important component of any successful energy efficiency strategy, the Bill
Impact Working Group is not the appropriate forum to develop tools for the purposes of
customer education. Instead, the Attorney General may propose to develop such tools within
the Council process.

The Attorney General also requests that Program Administrators be required to file
with the Department annual bill impact updates (Attorney General Brief at 23-26). Program
Administrators are required to file updated rate and bill impacts with each Three-Year Plan, as
well as any proposed midterm modifications to the Three-Year Plans. These two filing
requirements should be sufficient to provide the Department with the information needed to
review and approve energy efficiency program funding requests. Accordingly, we will not

require the Program Administrators to file additional annual bill impact updates.
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VIII. PERFORMANCE INCENTIVES

A. Introduction

The Green Communities Act states that the Three-Year Plans may include a proposed
mechanism that provides performance incentives to the distribution companies based on their
success in meeting or exceeding the goals in the plan. G.L. c. 25, § 21(b)(2)(v). The
Program Administrators jointly proposed a statewide performance incentive mechanism for
each year of their Three-Year Plans.”™

B. Statewide Performance Incentive Mechanism

1. Statewide Incentive Pool and Allocation to Program Administrators

The Program Administrators propose a target statewide incentive pool equal to
$4 million in 2010, $4.5 million in 2011, and $5.5 million in 2012, " based on the assumption
that the savings targets included in the Program Administrators’ Three-Year Plans would, on a
statewide basis, be equal to the targets established by the Council (Exh. Common 29 Supp.
(December 21, 2009) at 5).”* The actual statewide incentive pool is dependent on the actual

savings targets included in the Three-Year Plans; if, on a statewide basis, the Program

0 The Program Administrators filed draft performance incentive proposals on

October 31, 2009, November 13, 2009, and December 15, 2009. The Program
Administrators did not file a final performance incentive proposal until
December 21, 2009.

7 The target incentive pool for each program year is equal to approximately 4.7 percent,

before taxes, of the statewide budgets for that year
(Exh. Common 29 Supp. (December 21, 2009) at 6).

& See Section IV, above, for a discussion of the savings targets established by the

Council.
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Administrators’ savings targets are greater or less than the savings targets established by the

Council, the actual incentive pool will be correspondingly adjusted (Exh. Common 29 Supp.
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(December 21, 2009) at 6-7). The actual statewide pool is allocated to each Program

Administrator based on its contribution to the actual statewide savings targets

(Exh. Common 29 Supp. (December 21, 2009) at 6-7). The Council endorsed the statewide

incentive pool and allocation method in the Savings and Incentive Resolution, the Three-Year

Plan Resolution, and in a resolution on October 13, 2009 (Exh. Common 29 Supp.

(December 21, 2009) at App. B).

Based on the savings targets included in the Program Administrators’ Three-Year

Plans, the actual statewide incentive pool in 2010 was increased to approximately $4.3 million

(Exh. Common 29 Supp. (December 21, 2009) at 7). Table A: Actual Incentive Levels,

below, summarizes the actual statewide pool and the amount allocated to each Program

Administrator.
Table A: Actual Incentive Levels (2010 Dollars)”

A dlr);iorig i‘g‘mr 2010 2011 2012 2010-2012
National Grid $2,315,549 $2,732,938 $3,271,459 $8,319,946
NEGC-FR $89,925 $80,337 $91,778 $262,040
NEGC-NA $13,243 $11,085 $11,174 $35,502
Berkshire $147,957 $125,341 $134,994 $408,292
Bay State $903,687 $773,764 $836,201 $2,513,652
NSTAR $832,247 $754,045 $1,140,825 $2,727,117
Unitil $41,647 $41,450 $53,968 $137,065
Total Statewide $4,344 255 $4,518,960 $5,540,399 $14,403,614

73

Source: Exh. Common 29 Supp. at 7.
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The Program Administrators propose a cap on the total performance incentive a
Program Administrator can earn for program year 2010, set at 125 percent of the design
incentive listed in Table A (Exh. Common 29 Supp. (December 21, 2009) at 5). The Program
Administrators state that they have not yet determined whether a cap on performance
incentives will be proposed for program years 2011 and 2012 (Exh. Common 29 Supp.
(December 21, 2009) at 5). In addition, for each year of the Three-Year Plans, each Program
Administrator must achieve at least 75 percent of its design incentive level before it can earn a
performance incentive (Exh. Common 29 Supp. (December 21, 2009) at 10).

2. Proposed Incentive Mechanism

a. Introduction

The proposed performance incentive mechanism has three components: (1) a savings
mechanism, which is based on the total benefits a Program Administrator can achieve through
implementation of its energy efficiency programs; (2) a value mechanism, which is based on
the net benefits a Program Administrator can achieve through implementation of its programs;
and (3) performance metrics (Exh. Common 29 Supp. (December 21, 2009) at 8). The
proposed allocation of the statewide incentive pool to these components is shown in Table B:

Statewide Allocation to Components, below.
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Table B: Statewide Allocation to Components™

Component 2010 2011 2012

Savings Mechanism 45% 50% 55%

Value Mechanism 35% 30% 30%

Performance Metrics 20% 20% 15%

Total 100 % 100 % 100%
b. Savings Mechanism

The savings mechanism provides an incentive for Program Administrators to pursue
energy efficiency programs that maximize total benefits (Exh. Common 29 Supp.
(December 21, 2009) at 11). The savings mechanism includes a payout rate, to be applied
uniformly across all Program Administrators, which determines the incentive amount a
Program Administrator can receive for each dollar of benefit achieved from implementation of
its programs. The Program Administrators calculated the savings payout rate for each
program year by dividing (1) the percentage of the statewide incentive pool allocated to the
savings mechanism by (2) the projected statewide benefits (Exh. Common 29 Supp.
(December 21, 2009) at 11). The savings mechanism payout rates for each year of the Three-

Year Plans are listed in Table C: Statewide Payout Rates, below.”

™ Source: Exh. Common 29 Supp. (December 21, 2009) at 9.

» If the results of an evaluation study lead to changes in the value of projected benefits at
the planned target level of savings, the Program Administrators state that they may seek
to modify the savings payout rate (Exh. Common 29 Supp. (December 21, 2009)
at 11).
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Table C: Statewide Payout Rates’

Year Savings Mechanism Payou.t Rate Value Mechanism Payout Rate
($/dollar value of benefits) ($/dollar value of net benefits)

2010 0.0073925 0.010301

2011 0.0061 0.0064

2012 0.0062 0.0058

In order for a Program Administrator to earn an incentive under the savings
mechanism, the Program Administrator must achieve a threshold performance of at least
75 percent of the design level of total benefits (Exh. Common 29 Supp. (December 21, 2009)
at 11). The saving mechanism does not have a cap (Tr. 3, at 610-611).”

3. Value Mechanism

The value mechanism provides an incentive for Program Administrators to pursue
energy efficiency programs that maximize net benefits (i.e., programs that are most
cost-effective) (Exh. Common 29 Supp. (December 21, 2009) at 13). The value mechanism is
similar to the savings mechanism in that it has a statewide payout rate. The payout rate for the
value mechanism, however, is based on the lifetime value of the net benefits that result from
implementing the Three-Year Plans, rather than total benefits (Exh. Common 29 Supp.

(December 21, 2009) at 13).” The Program Administrators calculated the value mechanism

7 Source: Exh. Common 29 Supp. at 12, 13-14.

7 The only restriction that applies to the dollars a Program Administrator can earn

through the savings mechanism is a cap on the total incentive amount it can earn, set at
125 percent of the design incentive level for program year 2010 (see Section VIII.B.2,
above).

7 Because recovery of performance incentives is included in a Program Administrator’s

budget, it is an input in the calculation of net benefits. Performance incentives are
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payout rate by dividing (1) the percentage of the statewide incentive pool allocated to the value
mechanism by (2) the sum of each Program Administrators dollar values of net benefits

(Exh. Common 29 Supp. (December 21, 2009) at 13). Table C, above, summarizes the
statewide value mechanism payout rates for each year of the Three-Year Plans. To earn an
incentive under the value mechanism, the Program Administrator must achieve at least

75 percent of the design level net benefits (Exh. Common 29 Supp. (December 21, 2009)

at 14). The value mechanism does not have a cap (Tr. 3, at 610).”

4, Performance Metrics

The performance metrics provide an incentive for the Program Administrators to
undertake specific efforts that are expected to provide benefits beyond those captured in the
calculation of total benefits or net benefits (Exh. Common 29 Supp. (December 21, 2009)
at 16). For 2010, four performance metrics are associated with residential energy efficiency
programs; three performance metrics are associated with low-income programs; five
performance metrics are associated with C&I programs; and one performance metric is
associated with EM&V (Exh. Common 29 Supp. (December 21, 2009), App. A). Table D:
Performance Metrics, below, summarizes each of the performance metrics. Each performance

metric has a design level (100 percent of the performance incentive for the metric), an

excluded from the calculation of the value mechanism payout rate in order to avoid
circular references (Exh. Common 29 Supp. (December 21, 2009) at 13).

» As with the savings mechanism, the only restriction that applies to the dollars a

Program Administrator can earn through the value mechanism is a cap on the total
incentive amount it can earn, set at 125 percent of the design incentive level for
program year 2010 (see Section VIII.B.2, above).
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exemplary level (125 percent of the performance incentive for the metric), and most have a
threshold level (75 percent of the performance incentive for the metric)

(Exh. Common 29 Supp. (December 21, 2009) at App. A).
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Table D: Performance Metrics®

Sector/Performance Metric

Description

Residential

MassSAVE/Weatherization:
Deeper Savings

Achieve an increase in the number of customers installing major measures, and an
overall increase in savings per customer installing major measures.

MassSAVE: Increase Direct
Install Bulb Penetration

Facilitate direct install lighting efforts across Program Administrators, availability
of specialty bulbs, and the number of direct install bulbs per customer.

Community Initiatives

Develop, implement, and report on at least three community-based initiatives.

MassSAVE: Explore
Inclusion of Energy
Professionals

Explore/implement opportunities to increase the number of energy professionals
providing vendor services throughout the Commonwealth.

Low-income

Low-income Best Practices
Working Group

Implement 2009 best practices in coordination with LEAN, and explore the
adoption/implementation of new cost-effective measures.

Low-income Auditor
Training & Contractor
Recruitment/Support

Assist LEAN with funding and logistical support for auditor training, and
contractor recruitment and training.

Low-Income 1-4 Retrofit:
Deep Energy Retrofit

Advance low-income deep energy retrofit opportunities in the Commonwealth.
Formulate best practices, identify opportunities, and try to implement a deep
energy retrofit.

Commercial & Industrial

Small Business Electric and
Gas Integration

Identify and add electric and gas measures to the Direct Install Program, and
install the new measures through the Direct Install Program.

Targeted Customer
Segments

Complete, and increase the number commitments through, technical assessment
studies.

Combined Heat & Power

Complete technical assessment studies for Combined Heat & Power.

Retrofit: Depth of Savings

Implement efforts to capture deep savings through both gas and electric measures,
including assessments and commitments.

New Construction:
Comprehensiveness and
Depth of Savings

Achieve deep gas and electric savings in new construction or substantial
renovation projects.

Evaluation, Measurement, & Verification

Omnibus Metric

Conduct studies with contractors in major research areas identified in the EM&V
section of the statewide efficiency plan.

80 Source: Exh. Common 29 Supp. (December 21, 2009), App. A.
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C. Program Administrator Performance Incentives

1. Calculation of Incentives by Component

The performance incentive dollars derived from the savings mechanism at the design
level for each Program Administrator are calculated as the product of the statewide savings
mechanism payout rate and the Program Administrator’s expected benefits
(Exh. Common 29 Supp. (December 21, 2009) at 11-12). Similarly, the performance
incentive dollars derived from the value mechanism at the design level for each Program
Administrator are calculated as the product of the statewide value mechanism payout rate and
the Program Administrator’s expected net benefits (Exh. Common 29 Supp.

(December 21, 2009) at 13-14). After each Program Administrator’s available performance
incentive dollars are allocated to the savings and value mechanisms, the remaining
performance incentive dollars are allocated to the performance metric category (Tr. 3, at 535).
As shown in Table E: Weighting of Each Component by Program Administrator, below, this
leads to a variation across Program Administrators regarding the percent of the design
incentive to be earned through each of the three components (Exh. Common 29 Supp.

(December 21, 2009) at 10).
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Table E: Weighting of Each Component by Program Administrator®’

Program Administrator/ 2010 2011 2012
Component
Statewide
Savings Mechanism 45 % 50% 55%
Value Mechanism 35% 30% 30%
Performance Metrics 20% 20% 15%
National Grid
Savings Mechanism 44 % 46 % 50%
Value Mechanism 30% 25% 24 %
Performance Metrics 25% 29% 26%
NEGC-FR
Savings Mechanism 39% 44 % 47%
Value Mechanism 32% 28 % 28 %
Performance Metrics 29% 29% 26%
NEGC-NA
Savings Mechanism 40% 45% 49%
Value Mechanism 36% 32% 30%
Performance Metrics 24% 23% 21%
Berkshire
Savings Mechanism 50% 57% 63%
Value Mechanism 45% 39% 39%
Performance Metrics 4% 4% 2%
Bay State
Savings Mechanism 48 % 57% 63%
Value Mechanism 44 % 38% 38%
Performance Metrics 8% 5% 2%
NSTAR Gas
Savings Mechanism 41% 55% 62 %
Value Mechanism 35% 38% 38%
Performance Metrics 23% 7 % 0%
Unitil
Savings Mechanism 55% 65% 73%
Value Mechanism 43 % 50% 51%
Performance Metrics 1% -15% -23%

8 Source: Exh. Common 28 Supp. (December 22, 2009).
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2. Unitil and Bay State

Unitil’s application of the statewide value payout rate leads to a negative incentive
amount for the performance metric component (Exh. Common 28 Supp.

(December 22, 2009)). To cure this anomaly, Unitil proposes to apply a value payout rate that
differs from the statewide rate and which would keep its percent allocation to the performance
metric component at one percent, consistent with its November 13, 2009 filing

(Exh. Common 29 Supp. (December 21, 2009) Cover Letter at 1).

LEAN raised concerns that the application of the statewide payout rates for Bay State
leads to a smaller amount of potential shareholder incentive dollars being allocated to the
low-income performance metrics (Exh. Common 29 Supp. (December 21, 2009) at 20; Tr. 3,
at 532-533). To address LEAN’s concerns, Program Administrators, a Council advisor, and
LEAN negotiated adjusted Bay State’s savings and value payout rates for low-income for 2010
(Tr. 3, at 532-533). The revised savings mechanism payout rates after the proposed Bay State
adjustment for 2010 is listed in Table F: Adjusted Savings Mechanism Payout Rates, below.
The value mechanism payout rates after the proposed Unitil adjustments for 2010 are listed in

Table G: Adjusted Value Mechanism Payout Rates, below.
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Table F: Adjusted Savings Mechanism Payout Rates®

National Grid, NEGC,
Berkshire, Bay State,

Bay State Low-Income
Payout Rate ($/dollar

Year NSTAR, Unitil Payout i
Rate ($/dollar value of value of benefits)
benefits)
2010 0.0073925 0.0045507
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Table G: Adjusted Value Mechanism Payout Rates®

National Grid, NEGC,
Berkshire, Bay State,

Unitil Payout Rate
($/dollar value of net

Bay State Low-Income
Payout Rate ($/dollar

Year NSTAR ($/dollar benefits) value of net benefits)
value of net benefits)
2010 0.010301 0.0081007 0.0085497

Modifications as a Result of EM&V studies

As proposed, the actual incentive earned by each Program Administrator would be

based on its performance during each year and the results of EM&V studies, as approved by

the Department in each Program Administrator’s Annual Report

(Exh. Common 29 (December 21, 2009) Supp. at 18). The Program Administrators propose

that the impact of EM&V results on actual performance incentives earned be limited to plus or

minus 25 percent of planned savings at the sector level (Exh. Common 27, at 18-19).

82 Source: Exh. Common 29 Supp. (December 21, 2009), at 12-13.

8 Source: Exh. Common 29 Supp. (December 21, 2009), at 13-14.
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D. Position of the Parties

1. Program Administrators

The Program Administrators argue that the Department should approve the
performance incentive proposal because it is consistent with the Department’s directives on
energy efficiency performance incentives (National Grid Reply Brief at 11-12; NEGC-NA
Brief at 70; NEGC-FR Brief at 70; Berkshire Brief at 70; Bay State Brief at 70; NSTAR Gas
Reply Brief at 6-9; Unitil Reply Brief at 6-9). In response to the Attorney General’s
recommendation that the gas Program Administrators continue to refine the performance
incentive model to resolve the negative performance incentives that resulted when the model
was applied to certain companies, Unitil and NSTAR Gas argue that the Attorney General’s
concerns have been resolved with the updated model filed on December 21, 2009, and do not
need to be further refined (Unitil Reply Brief at 9; NSTAR Gas Reply Brief at 9). Bay State,
Berkshire, National Grid, and NEGC note that there are no longer anomalous results in the
performance incentive model for 2010, and that any anomalous results for 2011 and 2012 will
be addressed through subsequent adjustments to the model (National Grid Reply Brief at 17;
NEGC-NA Reply Brief at 16; NEGC-FR Reply Brief at 16; Berkshire Reply Brief at 16; Bay
State Reply Brief at 16).

In response to the Attorney General’s arguments in opposition to the statewide
performance metric structure, the Program Administrators note generally that the statewide
metrics were developed collaboratively after extensive negotiation among the Council’s

consultants (National Grid Reply Brief at 12-13; NEGC-NA Reply Brief at 12; NEGC-FR
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Reply Brief at 12; Berkshire Reply Brief at 11; Bay State Reply Brief at 11; NSTAR Gas
Reply Brief at 6; Unitil Reply Brief at 6). The Program Administrators further note that there
are core benefits and objectives to having statewide metrics such as cross-Program
Administrator cooperation and integration and the advancement of key statewide initiatives
(National Grid Reply Brief at 12-13; NEGC-NA Reply Brief at 12; NEGC-FR Reply Brief

at 12; Berkshire Reply Brief at 11; Bay State Reply Brief at 11; NSTAR Gas Reply Brief at 6;
Unitil Reply Brief at 6).

As to the Attorney General’s concern that the statewide performance metrics create the
possibility that a Program Administrator may earn performance incentives based on another
Program Administrator’s work, the Program Administrators contend that each of the metrics
are “ ‘based on clearly defined goals and activities that can be sufficiently monitored,
quantified and verified after the fact’ ” in compliance with D.P.U. 08-50-A.* The Program
Administrators also contend that their eligibility to earn a metric is contingent upon filing with
the Council and the Department sufficient information documenting their individual role in
achieving a particular incentive component (National Grid Reply Brief at 11-12; NEGC-NA
Reply Brief at 10-11; NEGC-FR Reply Brief at 10-11; Berkshire Reply Brief at 10-11; Bay

State Reply Brief at 10-11; NSTAR Gas Reply Brief at 8-9; Unitil Reply Brief at 8-9).

8 National Grid Reply Brief at 11, 11 n.11, quoting D.P.U. 08-50-A at 49; NEGC-NA
Reply Brief at 11, 11 n.10, quoting D.P.U. 08-50-A at 49; NEGC-FR Reply Brief
at 11, 11 n.10, quoting D.P.U. 08-50-A at 49; Berkshire Reply Brief at 10, 10 n.8,
quoting D.P.U. 08-50-A at 49; Bay State Reply Brief at 10, 10 n.9, quoting
D.P.U. 08-50-A at 49; NSTAR Gas Reply Brief at 6-7, quoting D.P.U. 08-50-A at 49;
Unitil Reply Brief at 7, quoting D.P.U. 08-50-A at 49.
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Further, the Program Administrators maintain that they are required to provide quarterly
reports to the Council regarding the progress of their Three-Year Plans, which will allow the
Council to monitor the contributions of individual Program Administrators toward achieving
performance metrics (National Grid Reply Brief at 12, citing G.L. c. 25, § 22(d); NEGC-NA
Reply Brief at 11, citing G.L. c. 25, § 22(d); NEGC-FR Reply Brief at 11, citing G.L. c. 25,
§ 22(d); Berkshire Reply Brief at 11, citing G.L. c. 25, § 22(d); Bay State Reply Brief at 11,
citing G.L. c. 25, § 22(d); NSTAR Gas Reply Brief at 8-9, citing G.L. c. 25, § 22(d); Unitil
Reply Brief at 7-8, citing G.L. c. 25, § 22(d)). The Program Administrators also note that the
Department has ultimate authority to allow or deny a performance incentive and that each
Program Administrator will submit to the Department an Annual Report that will document its
individual role in the achievement of all metrics (National Grid Reply Brief at 11-12;
NEGC-NA Reply Brief at 11; NEGC-FR Reply Brief at 11; Berkshire Reply Brief at 10-11;
Bay State Reply Brief at 10-11; NSTAR Gas Reply Brief at 8, 8 n.5; Unitil Reply Brief at 8, 8
n.5). In addition, NSTAR Gas and Unitil argue that the magnitude of the proposed programs
requires the direct involvement of each Program Administrator to oversee the programs,
company employees, and third-party vendors (NSTAR Gas Reply Brief at 8,
citing Exh. AG 3-6; Unitil Reply Brief at 8, citing Exh. AG 4-6).

Several of the Program Administrators assert that documentation of each Program
Administrator’s individual contribution will be required regardless of whether the metric is
residential, low-income, or C&I (National Grid Reply Brief at 11 n.10; NEGC-NA Reply

Brief at 10 n.9; NEGC-FR Reply Brief at 10 n.10; Berkshire Reply Brief at 10 n.7; Bay State
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Reply Brief at 10 n.8). They contend that the Attorney General’s argument that the Program
Administrators will not need to document their individual roles to receive incentives for C&I
metrics is misplaced because she fails to recognize that the C&I metrics have company-specific
thresholds to attain (National Grid Reply Brief at 11 n.10; NEGC-NA Reply Brief at 10 n.9;
NEGC-FR Reply Brief at 10 n.10; Berkshire Reply Brief at 10 n.7; Bay State Reply Brief
at 10 n.8).

In response to the Attorney General’s opposition to the specific EM&V metric, Bay
State, Berkshire, NEGC, and National Grid assert that this performance metric is not designed
to encourage Program Administrators to perform activities that they are already required to
perform or reward them for doing so (National Grid Reply Brief at 13; NEGC-NA Reply Brief
at 12; NEGC-FR Reply Brief at 12; Berkshire Reply Brief at 12; Bay State Reply Brief at 12).
Rather, the Program Administrators claim that this metric provides an incentive to achieve
exemplary performance in areas that might otherwise not receive the same focus as achieving
savings and value, particularly where the benefits associated with those efforts may not be
realized in the short term (National Grid Reply Brief at 13; NEGC-NA Reply Brief at 12;
NEGC-FR Reply Brief at 12; Berkshire Reply Brief at 12; Bay State Reply Brief at 12;
see NSTAR Gas Reply Brief at 7; Unitil Reply Brief at 7). Bay State, Berkshire, NEGC, and
National Grid maintain that the fact that EM&V efforts are already in progress in no way
negates the value of the metric; rather, these efforts demonstrate the Program Administrators’
commitment to EM&V (National Grid Reply Brief at 13; NEGC-NA Reply Brief at 12-13;

NEGC-FR Reply Brief at 12-13; Berkshire Reply Brief at 12; Bay State Reply Brief at 12).
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2. Attorney General

Consistent with her vote at the Council, the Attorney General supports the overall pool
of performance incentive dollars available for 2010 through 2012, the threshold earning level,
and performance incentive cap for 2010 (Attorney General Brief at 16-17). Although she
generally supports the three-part performance incentive mechanism as a reasonable manner in
which to incent the Program Administrators, the Attorney General recommends that the
Department require the gas Program Administrators to continue to address certain anomalous
results of the performance incentive model (Attorney General Brief at 16, 19-20).
Specifically, the Attorney General argues that the gas Program Administrators should work to
resolve the negative performance incentives that resulted when the performance incentive
mechanism was applied to certain Program Administrators and, if necessary, the Department
should further investigate this issue (Attorney General Brief at 20). The Attorney General
contends that further review would allow the Department and interested stakeholders an
opportunity to better understand how customer money is being spent to implement the
Three-Year Plans and for performance incentives (Attorney General Brief at 20).

Next, the Attorney General recommends that the Department not approve the
performance metrics as filed and require the Program Administrators to further refine the
metrics (Attorney General Brief at 19). Given that the performance metrics were being
developed while evidentiary hearings were taking place and were not finalized until after the

close of evidentiary hearings, the Attorney General notes that the Department and intervenors
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were put in the position of having to analyze incomplete metrics (Attorney General Brief
at 17).

The Attorney General further argues that the performance metrics do not conform to
the Department’s directives on performance incentives in D.P.U. 08-50-A or to the principles
that the Program Administrators developed to support the performance incentive mechanism
(Attorney General Brief at 17-18, citing D.P.U. 08-50-A at 49-50; Exh. Common 2, at 261).
Specifically, the Attorney General states that in D.P.U. 08-50-A at 49-50, the Department
emphasized the importance of performance incentives that require action on the part of
Program Administrators towards meeting the goals of the Green Communities Act (Attorney
General Brief at 17). The Attorney General claims that many of the performance metrics
require little or no affirmative action by Program Administrators (Attorney General Brief
at 17-18, citing Exh. Common 29, at 25-26; Tr. 3, at 585-587). As an example, the Attorney
General notes that some metrics do not require energy efficiency installations in order for a
Program Administrator to earn an incentive (Attorney General Brief at 18). The Attorney
General also contends that, because the performance metrics are statewide, it is possible for a
Program Administrator to earn a performance incentive based on the work of another Program
Administrator without doing any work itself towards achieving that objective (Attorney
General Brief at 18). In addition, the Attorney General notes that Program Administrators are
not required to document their individual roles in the achievement of the statewide C&I metrics

(Attorney General Brief at 18).
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With regard to the proposed EM&V metric, the Attorney General argues that this
metric rewards the Program Administrators for undertaking activities of which they have
previously committed to undertake in the gas Statewide Plan (Attorney General Brief at 19).
Given that the Program Administrators are already implementing the new EM&V process, the
Attorney General contends that it is unnecessary to spend ratepayer money to incent them to
carry out their required EM&V obligations (Attorney General Brief at 19, citing Tr. 1,
at 161-162). Before ratepayer money is expended on such metrics, the Attorney General
argues that further refinement is necessary (Attorney General Brief at 19).

3. DOER

DOER recommends the Department approve the performance incentive mechanism and
total pool of incentive dollars (DOER Brief at 12). DOER notes that the Council and Program
Administrators negotiated at length the performance incentive mechanism and incentive amount
(DOER Brief at 10). Although the Council did not adopt a formal resolution approving the
final performance incentive mechanism that was submitted to the Department, DOER argues
that the Council’s adoption of the incentive levels and savings targets is strong evidence that
the Council viewed the incentives as sufficient to incent Program Administrators to devote the
effort and resources necessary to attain energy savings targets of the Three-Year Plans (DOER
Brief at 10-11). In addition, DOER argues that the performance incentive proposal is in line
with the Council-approved targets and incentives, regardless of whether the Council has
approved the performance mechanism or the specific formulas used to determine the incentives

(DOER Brief at 11, citing Tr. 3, at 527-530). Therefore, in accordance with the Council’s
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adoption of the incentive levels and savings targets, DOER recommends that the Department
approve the performance incentive mechanism (DOER Brief at 12).

4. ENE
ENE recommends that the Department approve the performance incentive mechanism
because it is consistent with the Department’s principles set forth in D.P.U. 08-50-A and with
the Council’s recommendations (ENE Brief at 11-12). Specifically, ENE supports the
proposed performance incentive structure because it establishes an economic incentive that
focuses on the ultimate result of the Three-Year Plans—savings and benefits—rather than on
dollars spent (ENE Brief at 11). Further, to ensure that Program Administrators receive

“ ¢

performance incentives for activities only where they “ ‘play[] a distinct and clear role’ ” in
delivering savings and other defined benefits, ENE recommends that the Department ensure
that the Program Administrators collect incentives after goals have been met and verified

through EM&V (ENE Brief at 11, quoting D.P.U. 08-50-A at 49).

E. Analysis and Findings

1. Introduction

The Green Communities Act provides that the Statewide Plan shall include a proposed
mechanism that provides incentives to Program Administrators based on their success in
meeting or exceeding the goals in the plan. G.L. c. 25, § 21(b)(2). The Program
Administrators’ proposed performance incentive mechanism includes the following: (1) a
statewide incentive pool; (2) three components (savings, value, and performance metrics) and

an allocation of the statewide incentive pool to these components; (3) statewide payout rates for
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the savings and value components; (4) an allocation of the statewide incentive pool to the
individual Program Administrators; and (5) incentive thresholds and caps.

The Council endorsed, in concept, a performance incentive as well as the following
aspects of the Program Administrators’ proposed incentive mechanism: (1) the statewide
incentive pool; (2) the division of the incentive mechanism into the savings, value and
performance metrics components; (3) the allocation of the statewide pool to each component;
(4) the uniform payout rates calculated for the savings and value components, and (5) the
allocation of the statewide pool to each Program Administrator based on energy savings.

(Exh. Common 29 Supp. (December 21, 2009), App. B). The final performance incentive
mechanism proposal was submitted on December 21, 2009. As this filing was made after the
Council’s last resolution on performance incentives, the Council did not have an opportunity to
review or approve this proposal.

Section 3.6.2 of the Guidelines sets forth the principles by which the Department will
review a proposed performance incentive mechanism. Pursuant to the Guidelines, such
mechanisms must: (1) be designed to encourage Program Administrators to pursue all available
cost-effective energy efficiency; (2) be designed to encourage energy efficiency programs that
will best achieve the Commonwealth’s energy goals; (3) be based on clearly-defined goals and
activities that can be sufficiently monitored, quantified, and verified after the fact; (4) be
available only for activities where the Program Administrator plays a distinct and clear role in
bringing about the desired outcome; (5) be as consistent as possible across all electric and gas

Program Administrators; and (6) avoid any perverse incentives. Guidelines § 3.6.2. Further,
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the amount of funds available for performance incentives should be kept as low as possible (in
consideration of the Department’s other principles) in order to minimize the costs to electricity
and gas customers. Guidelines § 3.6.3.

2. Proposed Mechanism

a. Statewide Incentive Pool

As noted above, the Department’s Guidelines require that the amount of funds available
for a performance incentive mechanism be kept as low as possible in order to minimize the
cost to electric and gas customers. Guidelines § 3.6.3. In previous years, the Department has
approved design performance incentive levels that equaled, on an after-tax level, the product of
(1) the average yield of the three-month United States Treasury bill, and (2) total program
implementation costs of each Program Administrator’s energy efficiency budget (RR-DPU-9;
Att. RR-DPU-9A). D.T.E. 98-100, § 5.2. The Program Administrators propose a target
statewide incentive pool equal to $4 million in 2010, $4.5 million in 2011, and $5.5 million in
2012. These amounts are equal to approximately 4.7 percent, before taxes, of the statewide
budgets for each year (Exh. Common 29 Supp. (December 21, 2009) at 5-6).%

In light of the fact that (1) the proposed statewide incentive pool, as a percentage of

Program Administrators’ budgets, is in line with the design performance incentive levels that

8 These amounts are based on the assumption that the savings targets included in the

Program Administrators’ Three-Year Plans would, on a statewide basis, be equal to the
targets established by the Council (Exh. Common 29 Supp. at 5). The actual statewide
pool may deviate from the target level if, on a statewide basis, the Program
Administrators’ savings targets are greater or less than the savings targets established
by the Council (Exh. Common 29 Supp. (December 21, 2009) at 5).
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the Department previously has approved, and (2) the Council has endorsed the statewide
incentive pool, the Department finds that the Program Administrators have kept the amount of
performance incentive funds is as low as possible (in consideration of the Department’s other
principles), consistent with the Green Communities Act and Department Guidelines.
Accordingly, the Department approves Program Administrators’ proposed statewide incentive

pool.

b. Components

The proposed performance incentive mechanism contains three components by which
Program Administrators can earn incentive payments: (1) a savings mechanism, which
provides an incentive for Program Administrators to pursue energy efficiency programs that
maximize total benefits; (2) a value mechanism, which provides an incentive for Program
Administrators to pursue energy efficiency programs that maximize net benefits; and
(3) performance metrics, which provide an incentive for Program Administrators to undertake
specific efforts that are expected to provide benefits beyond those captured in the savings and
value components (Exh. Common 29 Supp. (December 21, 2009) at 8). The allocation of the
statewide pool to each component is summarized in Table B, above.

The Department has previously approved incentive mechanisms, in electric energy
efficiency dockets, that included these same components, with a similar allocation of the total

incentive amount to each component. see, e.g., Fitchburg Gas and Electric Light Company,

d/b/a Unitil, D.P.U. 08-126 (2009); Massachusetts Electric Company and Nantucket Electric

Company, d/b/a National Grid, D.P.U. 08-129; NSTAR Electric Company, D.P.U. 08-117;




D.P.U. 09-121 through D.P.U. 09-128 Page 102

and Western Massachusetts Electric Company, D.P.U. 08-118. In addition, the Council has

endorsed the proposed components and the allocation of incentive dollars to each component
(Exh. Common 29 Supp. (December 21, 2009), App. B). For these reasons, the Department
finds that the gas Program Administrators’ proposal is reasonable, and consistent with the
Green Communities Act and Department precedent. Accordingly, the Department approves
the proposed design of the incentive mechanism with a savings, value and performance metrics
component as well as the allocation of the statewide incentive pool to each component.

C. Savings and Value Payout Rates

The Program Administrators’ proposed incentive mechanism includes the application of
statewide payout rates (i.e., uniform across all Program Administrators) for the savings and
value components. The Program Administrators calculated the savings and value payout rates
for each program year by dividing (1) the percentage of the statewide incentive pool allocated
to each component by (2) the projected statewide total and net benefits, respectively
(Exh. Common 29 Supp. (December 21, 2009) at 11). The savings and value mechanism
payout rates for each year of the Three-Year Plans are listed in Table C, above.

One of the fundamental underpinnings of the Green Communities Act is the move
toward statewide uniformity with regard to the provision of energy efficiency services, as
evidenced by the Act’s requirement that Program Administrators work together and in
collaboration with the Council to develop a Statewide Plan. That is, even though Program

Administrators will continue to administer these programs individually, the Green
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Communities Act mandates that program implementation should occur as consistently and
seamlessly as possible across the Commonwealth.

Section 3.6.2 of the Guidelines provides that an incentive mechanism should encourage
energy efficiency program designs that will best achieve the energy goals of the
Commonwealth, in particular the goals enunciated in the Green Communities Act. The
proposed statewide payout rates for the savings and value components will ensure that, across
the Commonwealth, Program Administrators will receive the same incentive payment for each
dollar of total and net benefits achieved, thus providing Program Administrators with the same
incentive to pursue energy efficiency opportunities that maximize total benefits, versus those
that maximize net benefits. As such, we find that the application of statewide payout rates for
the savings and value components is consistent with the goal of the Green Communities Act to
move toward statewide implementation. In addition, the Council has endorsed the proposed
payout rates for the savings and value components (Exh. Common 29 Supp., App. B). For
these reasons, the Department finds that the Program Administrators’ proposed payout rates
for the savings and value components are reasonable, and consistent with the Green
Communities Act and Department precedent. Accordingly, the Department approves the
statewide savings and value payout rates, as proposed.

d. Allocation of Statewide Pool to Program Administrators

Under the Program Administrators’ proposal, the statewide incentive pool is allocated
to each Program Administrator based on its contribution to the statewide savings targets, as

expressed in therms (Exh. Common 29 Supp. (December 21, 2009) at 6). This proposed
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allocation of performance incentives from the statewide pool, which is based on therm savings,
results in two outcomes that raise concern as they contradict the intent of the Green
Communities Act to move toward statewide implementation. First, the proposed allocation
method results in significant differences across Program Administrators in the percent of
design incentive dollars that are allocated to the savings, value, and performance metric
components (see Table E, above). Similarly, the proposed method results in an allocation
across the three components for some Program Administrators that, on a percentage basis,
differs significantly from the statewide percentages endorsed by the Council. Second, the
proposed allocation method requires Unitil to adopt a payout rate for the value component that
differs from the statewide payout rate in 2010, in order to avoid a negative incentive level for
its performance metrics component. Third, the proposed allocation method requires Bay State
to adopt a low-income payout rate for the savings and value components that differs from the
statewide payout rates in 2010, in order to address LEAN’s concerns that the amount of
incentive dollars being allocated to the low-income performance metrics was too low.

The Department notes that the Council endorsed the proposed method of allocating the
statewide pool to each Program Administrator.* Notwithstanding the concerns discussed

above, the Department accepts the proposed method of allocating the statewide pool to each

86 Based on the fact that (1) the Council endorsed the allocation method in its

December 15, 2009 Resolution, and (2) the Program Administrators did not submit
their final incentive filing until December 21, 2009, it is not known whether the
Council was aware of the results discussed above at the time of its endorsement. The
Department observes that, in its December 15, 2009 Resolution, the Council noted a
modification for Bay State but not a modification for Unitil (Exh. Common 27 Supp.,
App. O).
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Program Administrator for program year 2010. However, the Department directs the Program
Administrators to work with the Council to develop a revised allocation method for 2011 and
2012 that addresses the issues discussed above. In particular, the revised allocation method
should, to the extent possible, result in (1) uniform statewide payout rates for the savings and
value components, and (2) an allocation of incentive dollars across the three components for
each Program Administrator that, on a percentage basis, approximates the statewide allocation
across the three components, as endorsed by the Council and approved by the Department
above."’

e. Unitil and Bay State

As discussed above, Unitil’s application of the statewide savings and value payout rates
would result in a negative incentive amount to be collected through the performance metric
component. To cure this anomaly, Unitil proposes to apply a value payout rate that differs
from the statewide rate in 2010* (Exh. Common 29 (December 21, 2009) Cover Letter at 1).
In Bay State’s case, LEAN raised concerns that using the statewide payout rates led to a
smaller amount of potential shareholder incentive dollars being allocated to the low-income

performance metrics (Exh. Common 29 Supp. (December 21, 2009) at 20; Tr. 3, at 532-533).

8 For example, the statewide pool could be allocated based on each Program

Administrator’s contribution to total statewide benefits instead of statewide therm
savings.

8 Unitil proposes to apply a value payout rate calculated as the rate that would result in a
value incentive amount that, when combined with its saving incentive, would keep its
percent allocation to the performance metric component at 1 percent, consistent with
the performance metric component filing made by Unitil on November 13, 2009

(Exh. Common 29 (December 21, 2009), Cover Letter at 1).
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To address LEAN’s concerns, Program Administrators, a Council advisor, and LEAN
negotiated adjusted Bay State’s savings and value payout rates for low-income for 2010 (Tr. 3,
at 532-533).

The Department has approved the Program Administrators’ proposal to allocate the
statewide incentive pool on a per-therms saved basis for program year 2010. Consistent with
this approval, the Department also approves Unitil’s use of a revised payout rate for its value
component during 2010, in order to avoid the anomaly of a negative performance metrics
incentive. The Department also approves Bay State’s use of a revised low-income payout rate
for its savings and value components in 2010, in order to address LEAN’s concern that the
amount of incentive dollars being allocated to the low-income performance metrics was too
low. The Department expects, however, that the revised allocation method developed by the
Program Administrators for 2011 and 2012 will resolve these issue for Unitil and Bay State.

3. Performance Metrics®

a. Introduction
The Program Administrators propose 16 performance metrics. Each of the proposed
performance metrics is summarized in Table D, above. The Department evaluates each
proposed performance metric using the design principles established in D.P.U. 08-50-A
at 49-50, as memorialized in Section 3.6.2 of the Guidelines. The following principles are of

particular importance in this analysis:

8 Because the proposed Multifamily Retrofit: Deeper Savings metric is a draft metric for

2011, the Department will not address it in this Order.



D.P.U. 09-121 through D.P.U. 09-128 Page 107

e Performance incentive mechanisms should be designed in such a way as to encourage
energy efficiency program designs that will best achieve the Commonwealth’s energy
goals, particularly with regard to the goals stated in the Green Communities Act;

e Performance incentives should be based on clearly-defined goals and activities that can
be sufficiently monitored, quantified and verified after the fact; and

e Performance incentives should be available only for activities where the distribution
company plays a distinct and clear role in bringing about the desired outcome.

Guidelines § 3.6.2.

Performance metrics help the Program Administrators achieve all cost-effective energy
efficiency and, as such, are a valuable component of the performance incentive mechanism.
Consistent with our previous support of performance metrics in the electric energy efficiency
plans, the Department supports the inclusion of performance metrics in the performance
incentive mechanism for gas energy efficiency plans.*

As discussed below, the Department also supports the principles or concepts that are
advanced by many of the proposed performance metrics. Nonetheless, the Department has
identified some aspects of the performance metrics that are inconsistent with the design

principles outlined in Section 3.6.2 of the Guidelines.

% See, e.g., Fitchburg Gas and Electric Light Company, d/b/a Unitil, D.P.U. 08-30,
at 22-23 (2008); Massachusetts Electric Company and Nantucket Electric Company,
d/b/a National Grid, D.P.U. 08-8, at 38-39 (2008); NSTAR Electric Company,
D.P.U. 08-10, at 28-29 (2008); D.P.U. 08-129, at 38-39; D.P.U. 08-117, at 37-38;
D.P.U. 08-118, at 35-37; D.P.U. 08-126, at 35-36; Western Massachusetts Electric
Company, D.P.U. 08-47, at 26-27 (2009).
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b. Distinct and Clear Role

As noted above, performance incentives should be available only for activities where
the distribution company plays a distinct and clear role in bringing about the desired outcome.
Guidelines § 3.6.2. All of the proposed performance metrics, with the exception of the “C&I
Retrofit: Depth of Savings” performance metric, establish statewide goals. By design, the
statewide goals do not require each Program Administrator to take specific action to achieve
the statewide goal in order to receive a performance incentive through that performance
metric.

In light of the statewide approach to energy efficiency encouraged by the Green
Communities Act, the Department recognizes that it may be appropriate to design performance
metrics to promote cooperation across Program Administrators and integration and the
advancement of statewide initiatives. The Department finds, however, that allowing a
Program Administrator to be rewarded for the actions of other Program Administrators — when
said Program Administrator plays no part in those actions - is not consistent with the intent of
the Green Communities Act or the Department’s Guidelines. Guidelines § 3.6.2.

With the exception of the C&I Retrofit: Depth of Savings metric, because they are
presented as statewide metrics, all proposed performance metrics allow for a Program
Administrator to potentially earn incentives based solely on the activity of another Program
Administrator (Exh. Common 29, at 30-32). The Department will not accept performance
metrics that allow a Program Administrator to be rewarded solely on the efforts of other

Program Administrators. In order for a Program Administrator to receive performance
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incentive dollars associated with a performance metric, the Program Administrator must have
actively participated in the achievement of the goals of the metric.

As such, the Department concludes that all of the proposed performance metrics, except
for the “C&lI Retrofit: Depth of Savings” performance metric, are in conflict with the “clear
and distinct” principle of the Department’s Guidelines. Guidelines § 3.6.2. Such metrics by
design do not require each Program Administrator to have a distinct and clear role in
determining the outcome of the performance metric.”

C. Verifiable Goals

The Department’s Guidelines require that performance incentives be based on
clearly-defined goals and activities that can be sufficiently monitored, quantified, and verified
after the fact. Guidelines § 3.6.2. In order to satisfy this design principle, each goal of a
performance metric must to be well and clearly documented, easily understood, and objectively
verifiable. If the goals of a performance metric are not clearly defined or cannot be verified
after the fact, the Department will be unable to determine if the goals were achieved when
reviewing the Annual Reports.

We find that the following proposed performance metrics violate this principle set forth
in Section 3.6.2 of the Guidelines: (1) MassSAVE: Increase DI Bulb penetration;

(2) Community Initiatives; (3) MassSAVE: Explore inclusion of Energy Professionals;

o As part of their Annual Reports, the Program Administrators propose to detail each

Program Administrators level of individual involvement in achieving the statewide
goals (Exh. Common 29 Supp. (December 21, 2009) at 18-19). Nonetheless, as
discussed below, the individual goals for each Program Administrator must be clearly
identified in advance, so that performance can be verified.
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(4) Low-income Best Practices Working Group; (5) Low-income Auditor Training &
Contractor Recruitment/Support; (6) Low-income 1-4 Retrofit: Deep Energy Retrofit;

(7) Small Business Electric and Gas Integration; and (8) New Construction -
Comprehensiveness and depth of savings. These performance metrics include goals that are
not well defined and are open to interpretation. For example, the design level for the proposed
“Low-income Best Practices Working Group” performance metric has as a goal the following:
“le]xplore and consider adoption of new cost-effective program measures. . .”

(Exh. Common 29 Supp. (December 21, 2009), App. A). We find that this goal is neither
measurable nor quantifiable and, as such, this proposed performance metric is not objectively

verifiable.

d. Baseline Information

The Guidelines require all performance incentive mechanisms to be designed in such a
way as to encourage energy efficiency program designs that will best achieve the
Commonwealth’s energy goals, particularly with regard to the goals stated in the Green
Communities Act. Guidelines § 3.6.2. The intent of performance metrics is to focus the
Program Administrators on outcomes or plan development that would not otherwise be
achieved (Exh. Common 29 Supp. (December 21, 2009) at 16). By their nature, performance
metrics are not to maintain the status quo or to incent the Program Administrators to do
something that would have otherwise happened.

Baseline information identifying the status quo is essential for the Department to

determine if the performance metrics are meaningful, require the Program Administrators to
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take proper action, and appropriately incent each Program Administrator to pursue the stated
goal. Without this information, the Department cannot determine if the metric is consistent
with our design Guidelines or the Commonwealth’s energy goals. The Department will not
approve performance metrics that do not provide baseline information indicating how they will
advance the Commonwealth’s energy efficiency goals.

The following proposed performance metrics either violate the Guidelines or are
inadequately described so as to make it impossible to determine compliance with the
Guidelines: (1) MassSAVE/Weatherization: Deeper Savings; (2) MassSAVE: Increase DI
Bulb penetration; and (3) MassSAVE: Explore inclusion of Energy Professionals. For
example, the design and exemplary levels for the “MassSAVE: Increase DI bulb penetration”
performance metric specify direct install targets for the average number of bulbs installed per
customer of 15 and 17, respectively (Exh. Common 29 Supp. (December 21, 2009), App. A).
However, the Program Administrators fail to include information specifying the current
average number of direct install bulbs installed per customer. While the overall goal of
increasing direct installations is consistent with the Department’s Guidelines and the Green
Communities Act, the Department is unable to determine whether the design of this metric is
consistent with the Green Communities Act as it lacks sufficient detail about the status quo.

€. Other Issues

The Attorney General objects to the proposed EM&V “Omnibus Metric” as she
contends it merely incents the Program Administrators to uphold their previously-agreed-to

obligations with respect to EM&V (Attorney General Brief at 20). The goals of this proposed
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performance metric are substantially the same as the EM&V design filed as part of the
Statewide Plan. For example, one of the two requirements in the exemplary level is to
complete the EM&V studies described in the Statewide Plan. As proposed, it is difficult to see
how this proposed metric is designed to incent Program Administrators to take action which
wouldn’t otherwise be taken. Program Administrators should not receive an incentive through
a performance metric that requires no additional action or even a performance metric that
requires no substantial action.
f. Conclusion

As discussed above, while the Department supports the inclusion of performance
metrics as an important part of the performance incentive mechanism, and also supports the
goals that are advanced by the proposed performance metrics, we conclude that the majority of
the proposed metrics violate the design principles specified in our Guidelines.
Guidelines § 3.6. As noted above, performance metrics were not finalized at the time the
Three-Year Plan filings were made and the final proposed metrics were not available until after
the close of evidentiary hearings (Exh. Common 29 Supp. (December 21, 2009), App. A).
Therefore, we find that the proposed performance metrics were not subject to adequate review
by the Department or intervenors. Accordingly, the Department does not approve the

proposed performance metrics as filed.”” Within 45 days of the date of this Order, the

2 The Department strongly supports the language in the proposed “New Construction —

Comprehensiveness and depth of savings” performance metric that requires “[i]n order
to reach exemplary, you must achieve design” (Exh. Common 29 Supp.
(December 21, 2009), App. A). The exemplary level of a metric should not be met
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Department directs the Program Administrators to work with the Council and refile revised
performance metrics for consideration by the Department. Program Administrators should
clearly demonstrate how their revised proposal satisfies all concerns raised herein. Our
objective is to establish performance metrics for 2010 that achieve the desired outcomes of the
performance metrics filed by the Program Administrators but are also consistent with our
Guidelines and the Green Communities Act.

As noted in Section VI.C.2, above, the Department expects that the Program
Administrators will aggressively pursue all potential sources of outside funding before
proposing to collect costs from ratepayers. As part of the Program Administrators’ revised
performance metrics proposal, we direct the Program Administrators to include a performance
metric that appropriately encourages the aggressive pursuit of outside funding. Such metric
should be carefully designed to comply with all design principles specified in our Guidelines.

4. Incentive Caps

After review of the Program Administrators’ proposed performance incentive
mechanism, the Department concludes that a cap on the overall performance incentive is
appropriate. We find that the performance incentive mechanism merits a cap in order to
protect ratepayers from the potential of a higher-than-anticipated performance incentive. As

filed, the performance incentive mechanism has a cap of 125 percent for 2010. Although not

without first achieving the threshold or design level. Accordingly, language should be
included in all proposed performance incentives that requires the Program
Administrator to achieve subordinate levels in order to achieve the exemplary level.
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proposed by the Program Administrators, the Department will require the same 125 percent
cap for the performance incentive mechanism for both 2011 and 2012.

In addition, the Department concludes that a cap on the savings and value components
of the performance incentive mechanism is also appropriate. Performance metrics inherently
have a cap (i.e., the exemplary level) but, as proposed, the savings and value mechanisms do
not have a cap (Exh. Common 29 Supp. (December 21, 2009) at 11-15). In order to ensure
that each Program Administrator gives appropriate attention to each component, the
Department will impose a 125 percent cap on the total performance incentive that can be
earned through the savings mechanism, as well as a 125 percent cap on the total that can be
earned through the value mechanism.

5. Conclusion

For the reasons discussed above, the Department accepts the: (1) statewide incentive
pool; (2) structure of the performance incentive mechanism with three components; (3) savings
mechanism proposal; (4) value mechanism proposal; (5) allocation method for 2010; and
(6) EM&V contingencies. The Department does not, however, accept the: (1) proposed
allocation method for 2011 and 2012; and (2) the proposed performance metrics. As a result
of the statewide pool allocation issues identified herein, the Department directs the Program
Administrators to work with the Council to develop a revised allocation method for 2011 and
2012. In addition, the Department directs the Program Administrators to work with the
Council and refile new or revised performance metrics for review within 45 days of the date of

this Order. Further, the Department will require a 125 percent cap on: (1) overall
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performance incentives; and (2) each of the components of the performance incentive
mechanism.

IX. EVALUATION, MEASUREMENT, AND VERIFICATION

A. Introduction

EM&V is the systematic collection and analysis of information to document the impact
of energy efficiency programs in terms of costs and benefits and to improve their effectiveness
(Exh. Common 2, at 249). The Statewide Plan presents a new EM&V process that is
consistent with the Council’s Evaluation Resolution which vests EM&V responsibilities with
both the Program Administrators and the Council, with the Council having an active oversight
role regarding the form and implementation of the EM&V plans (Exh. Common 2, at 20).
Further, the Program Administrators, with guidance from the Council and its consultants, have
embarked on a collaborative effort to establish, to the maximum extent possible, one uniform
statewide EM&V plan (“Statewide Evaluation Plan”)” (Exh. Common 2, at 242-243).

The Statewide Evaluation Plan includes the following EM&V studies: (1) measurement
and verification; (2) impact evaluation; (3) market evaluation; (4) process evaluation;

(5) market characterization or assessment; and (6) evaluation of pilots (Exh. Common 2,
at 249-250). Of these studies, one or more, as appropriate, will be used to assess the

effectiveness of energy efficiency measures and/or programs within the following market

% This is a departure from prior practice where Program Administrators conducted their

own evaluation plans, often initiating their own EM&V studies independent of one
another (Exh. Common 2, at 243). In certain circumstances, however, the Program
Administrators state that service territory-specific evaluation studies may still be
warranted (Exh. Common 2, at 243).
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research areas: (1) residential retrofit and low-income; (2) residential retail products;

(3) residential new construction; (4) non-residential large retrofit and new construction;

(5) non-residential small retrofit; and (6) special and cross-sector studies (Exh. Common 2,
at 245-246). The Program Administrators state that this proposed approach is designed to
result in consistent and efficient EM&V efforts with a minimum of overlap (Exh. Common 2,
at 245).

Within the proposed performance incentive mechanism (see Section VIII, above) the
Program Administrators have proposed an EM&V performance metric that has an exemplary
goal tied to the completion of a residential non-electric benefit study by September 15, 2010
(Exh. Common 29 Supp. (December 21, 2009), at 34). Similarly, the Program Administrators
also expect to evaluate non-electric benefits and non-electric non-resource benefits for both the
residential and the low-income sectors (Exh. Common 2, at 257; Tr. 3, at 461-462).

The Program Administrators have developed a transition plan to phase out certain
existing EM&YV strategies while the new initiatives are implemented (Exh. Common 2,
at 246-247). For example, Program Administrators must negotiate new contracts for EM&V
work, coordinate and prioritize new study schedules, resolve differences in program tracking
systems and approaches, and meet their commitments to provide appropriate evaluation of the
programs from the 2009 energy efficiency plans (Exh. Common 2, at 247-248).

The Program Administrators state that they will issue requests for proposals in early
2010 for the various evaluation studies in each of the research areas described above

(Exh. Common 2, at 250-258). Each Program Administrator plans to allocate four percent of
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its total program budget for evaluation and market research during each year of its Three-Year
Plan, though actual budget levels could be higher or lower based on research needs
(Exh. Common 2, at 249).%

Gas Program Administrators currently do not account for free ridership” or spillover
effect® in their cost-effectiveness analyses (Tr. 1, at 153-154; Tr. 4 (National Grid)
at 758-759; Tr. 4 (Berkshire) at 703-704; Tr. 4 (Unitil) at 704-705; Tr. 4 (NEGC) at 696-697;
Tr. 4 (Bay State) at 728-729; Tr. 4 (NSTAR) at 768-770). The gas Program Administrators
state, however, that they will conduct EM&V studies to account for these effects in compliance
with the Department’s directive in D.P.U. 08-109 (Exh. Common 2, at 257; Tr. 1, at 153-154;
Tr. 4 (National Grid) at 758-759; Tr. 4 (Berkshire) at 703-704; Tr. 4 (Unitil) at 704; Tr. 4
(NEGC) at 696-697; Tr. 4 (Bay State) at 728-729; Tr. 4 (NSTAR) at 768-770).

B. Positions of the Parties

1. Program Administrators

National Grid and NSTAR contend that the new EM&V provisions, developed in

conjunction with the Council, are crucial to the success of their respective Three-Year Plans

M Gas Program Administrators developed their 2010 budgets using a three percent

assumption (Exh. Common 2, at 249 n.21).

% A free rider is a participant in a utility-sponsored energy efficiency program that would

have installed energy efficiency measures regardless of program incentives.
D.P.U. 08-109, at 15 n.20.

% Spillover effect is defined as savings from energy efficiency measures installed by an

individual who was influenced to do so by a utility-sponsored energy efficiency
program but did not receive any direct financial or technical assistance from the utility.
D.P.U. 08-109, at 15 n.21.
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(National Grid Reply Brief at 4; NEGC-FR Reply Brief at 4; NEGC-NA Reply Brief at 3;
Berkshire Reply Brief at 3; Bay State Reply Brief at 3-4; NSTAR Gas Reply Brief at 5; Unitil
Reply Brief at 5). The Program Administrators, however, question the added value of the
Attorney General’s requested annual reports that outline EM&V activities. The Program
Administrators argue that EM&YV is already subject to stringent reporting requirements such as
in Annual Reports to the Department, quarterly reports to the Council, and in any midterm
modification filings (National Grid Reply Brief at 7-8; NEGC-FR Reply Brief at 5-6;
NEGC-NA Reply Brief at 5-6; Berkshire Reply Brief at 5-7; Bay State Reply Brief at 5-7;
NSTAR Gas Reply Brief at 3-5; Unitil Reply Brief at 3-5). The Program Administrators
contend that these existing reports sufficiently address the Attorney General’s concerns
regarding the reporting and evaluation of pilot programs (National Grid Reply Brief at 8-9;
NEGC-FR Reply Brief at 7-8; NEGC-NA Reply Brief at 7-8; Berkshire Reply Brief at 7-8;
Bay State Reply Brief at 7-8; NSTAR Gas Reply Brief at 4-6; Unitil Reply Brief at 4-6). The
Program Administrators also oppose the Attorney General’s recommendation for third-party
independent audits of accounting and financial accuracy, program delivery, and installation
issues on the basis that such audits would be duplicative, unnecessary, and would usurp the
oversight role of the Department (National Grid Reply Brief at 10; NEGC-FR Reply Brief

at 9-10; NEGC-NA Reply Brief at 9-10; Berkshire Reply Brief at 8-9; Bay State Reply Brief

at 8-9).
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2. Attorney General

The Attorney General stresses the significance of the Evaluation Resolution regarding
the establishment of a transparent and objective EM&V strategy; she maintains that this will
provide consistency across the EM&V efforts of all Program Administrators while promoting
public confidence in the process (Attorney General Brief at 11-12, citing Exh. Common 2,
at 242). Despite her general support, the Attorney General argues that there is an added need
for rigorous data collection and the development of unique EM&V strategies for pilot
programs, neither of which the Program Administrators have established (Attorney General
Brief at 13). The Attorney General requests that the Department require Program
Administrators to provide preliminary EM&V findings and all other necessary information to
verify participant savings in all targeted programs when they file their 2010 midterm
modifications and in each year thereafter (Attorney General Brief at 12-13). In addition, the
Attorney General suggests that the Department require a third-party independent audit of the
Program Administrators 2010 plan year, to be conducted in 2011, that focuses on financial
accuracy, program delivery, and installation issues (Attorney General Brief, App. A through
G959).

C. Analysis and Findings

1. Introduction

The Department’s Guidelines require each Three-Year Plan to include an evaluation

plan describing how the Program Administrator will evaluate the energy efficiency programs
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during the course of its plan.”’ The Department’s Guidelines are intended to create a

collaboratively-developed (between the Council and the Program Administrators), statewide

EM&V strategy:
The evaluation plan should include at least the following information: (a) how
the evaluation plan is consistent with any statewide evaluation plans; (b) how the
activities of the evaluation plan will be coordinated with the activities of other
Program Administrators; (c) how the electric and gas evaluation efforts have
been integrated; and (d) how the Program Administrator incorporated directives
or resolutions from the Council in forming its evaluation plans. A Program
Administrator should fully document and justify all areas where its evaluation
plan deviates from either (a) any statewide evaluation plan, or (b) any directives
or resolutions from the Council. If this information is not available at the time

of the filing of the Energy Efficiency Plan, the Program Administrator shall
state when such information will be available for filing.

Guidelines § 3.5.2.

The EM&V strategy proposed in the Statewide Plan is consistent with the Green
Communities Act and with the directives contained in the Guidelines (see Exh. Common 2,
at 241-258). Although this strategy is a good first step, EM&V is an ongoing process and its
importance to the success of the Three-Year Plans and to the implementation of energy
efficiency in Massachusetts cannot be overstated. As ratepayers in Massachusetts are asked to
support rapidly expanding budgets for energy efficiency, a sound EM&V strategy is essential
to guide future investment decisions and to retain the public’s confidence that programs are
cost-effective. The reliability of program benefits, as supported by sound EM&V efforts, is of

growing importance because of the Act’s mandate to provide for the acquisition of all available

7 The Green Communities Act states that energy efficiency plans may include programs

for planning and evaluation. G.L. c. 25, § 21(b)(2).
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energy efficiency and demand reduction resources that are cost-effective. G.L. c. 25,
§ 21(b)(1). Consistent and reliable EM&V studies will ensure that program investments
continue to provide net benefits to ratepayers.

2. Non-Resource Benefits

The Attorney General urges the Department to require that the Program Administrators
support non-gas non-resource benefits included in their cost-effectiveness analyses with actual
claimed results, recent studies, actual field validations, and independent third-party audits
(Attorney General Brief at 27). The Program Administrators indicated that they intend to
evaluate non-gas benefits, including non-resource benefits, during the course of the Three-Year
Plans (Exh. Common 2, at 257; Tr. 3, at 461-462).

In Section V.C, above, the Department expressed concern regarding the reliability of
non-gas non-resource benefits, noting that the Program Administrators themselves accept that
at least some of the categories of non-resource benefits claimed in their Three-Year Plans are
lacking in recent and thoroughly-reviewed support documentation (see Tr. 3, at 461, 481-482;
Tr. 4 (Bay State) at 737-738; Tr. 4 (Berkshire) at 707-708). As such, the Department directs
the Program Administrators to undertake studies during 2010 that evaluate non-resource
benefits, including all underlying assumptions, to ensure that updated and more reliable values
will be developed. The Department further directs the Program Administrators to report their

findings on this matter in their 2009 Annual Reports.
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3. Reporting Requirements and Third-Party Audits

Historically, Program Administrators have submitted the results of their EM&V studies
as part of their Annual Reports to the Department. The Attorney General recommends that, in
light of the importance of EM&V activities, the Department require that Program
Administrators submit mid-year reports on EM&V activities and pilot programs (Attorney
General Brief at 12-13).

The Department finds that the existing reporting requirements provide an adequate
framework for review of EM&V activities and we will not establish additional reporting
requirements beyond the Annual Reports at this time. Instead, as discussed in D.P.U. 08-50-B
at 3, we will convene a working group to address issues associated with the Program
Administrators’ Annual Reports, including establishing a template for the reports and a
procedure for their review.”® While the specific contents of Annual Reports will be a matter of
discussion for the working group, the Department expects that, at a minimum, they will
include: (1) an overview of specific EM&V studies completed to date; (2) key findings that
have materially impacted the initial projected benefits of energy efficiency programs; (3) a
description of other evaluation studies that are in progress or will soon be initiated;

(4) complete evaluation reports for the existing pilots; and (5) Program Administrator-specific

findings and updates.

% The Annual Report Working Group will address the timing, content, and procedural

issues related to the Annual Reports, the midterm modifications,
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The Attorney General recommends that the Department require third-party audits of the
2010 financial and accounting practices, program delivery, and installation issues (Attorney
General Brief at App. A through G § 5). The Department accepts the validity of the Attorney
General’s concerns and recognizes that third-party audits have the ability to generate useful
information for all stakeholders, in addition to providing another level of transparency and
integrity in the review of energy efficiency programs. This request for an audit is similar to a
request made by the Attorney General during the investigation of National Grid’s five-year

energy efficiency plan. See KeySpan Energy Delivery New England, d/b/a National Grid,

D.P.U. 07-104, at 22 (2008). In D.P.U. 07-104, the Department directed National Grid to
propose an external audit in its compliance filing on energy efficiency programs and to work
with the Attorney General in developing the parameters, design, scope, scheduling, and
implementation of the proposed audit. D.P.U. 07-104, at 22. The results of the audit required
in D.P.U 07-104 have not yet been published, although they are likely to provide valuable
information that may inform decisions regarding the conduct of future audits and evaluation
studies. Also, the new strategy for EM&V, along with the new oversight role of this area by
the Council and its consultants will provide a framework for completion of evaluation studies
related to process, program impact, and measurement and verification, each of which may
allay the Attorney General’s concerns.” The Program Administrators, the Council, and its

consultants should be afforded the opportunity to demonstrate the robustness of the proposed

The various types of evaluation functions are outlined in Exh. Common 2, at 249.
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EM&V framework with regard to evaluation of process, program delivery, and installation
issues.

Accordingly, the Department will not require the additional third-party audits requested
by the Attorney General at this time. However, if it proves necessary, the Department may in
the future direct the Program Administrators to conduct audits of their programs and
operations, once we have had a chance to observe how successfully the new EM&V
framework is operating. As always, the Department encourages the Attorney General and all
interested parties to articulate specific areas of concern so that any audits required in the future
are implemented efficiently and effectively.

4. Free Ridership and Spillover

In D.P.U. 08-109, at 16, the Department directed all gas Program Administrators to
account for the effects of free ridership and spillover when calculating the cost-effectiveness of
energy efficiency programs. As noted above, none of the Program Administrators included
free ridership or spillover in their Three-Year Plans, however, they state that they will conduct
EM&V studies to account for these effects on a going forward basis (Exh. Common 2, at 257;
Tr. 1, at 153-154; Tr. 4 (National Grid) at 758-759; Tr. 4 (Berkshire) at 703-704; Tr. 4
(Unitil) at 704-705; Tr. 4 (NEGC) at 696-697; Tr. 4 (Bay State) at 728-729; Tr. 4 (NSTAR
Gas) at 768-770). The Department directs gas Program Administrators to conduct an EM&V
study to account for free ridership and spillover and to provide an update on the status of such
this study (i.e., whether an request for proposals has been issued) in their 2009 Annual

Reports. The Program Administrators should apply the data resulting from the study
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consistently across all Program Administrators. The Program Administrators are further
directed to include information obtained from the study in their cost-effectiveness analyses in
their next three-year plans.

X. MIDTERM MODIFICATIONS

A. Introduction

In D.P.U. 08-50-A, the Department sought to balance the need for Program
Administrators to make improvements to energy efficiency programs during the course of the
Three-Year Plans, with the need for adequate regulatory review and stakeholder input of
significant changes to the Program Administrators’ planning assumptions and parameters.
D.P.U. 08-50-A at 40-41. The Department concluded that the following changes to an energy
efficiency plan are significant and will require Department approval: (1) the addition of a new
program or the termination of an existing program; (2) a change in a program budget of
greater than 20 percent; (3) a program modification that leads to an adjustment in savings goals
that is greater than 20 percent; or (4) a program modification that leads to a change in
performance incentives of greater than 20 percent. D.P.U. 08-50-A at 63-64. A Program
Administrator that seeks to make such a modification is required to first submit its proposal to
the Council for review and then submit it to the Department at the time it makes its Annual
Report filing. D.P.U. 08-50-A at 41. Any such request must be accompanied with (1) a
justification for why the modification is appropriate, and (2) a description of how the

modification was reviewed and decided upon by the Council. D.P.U. 08-50-A at 64.
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The Program Administrators request a clarification or adjustment to the Department’s
requirement that modifications to the Three-Year Plan be presented to the Department as part
of the Annual Report filings (Exh. Common 2, at 275-276, citing D.P.U. 08-50-A at 64). The
Program Administrators ask that they be allowed to submit proposed modifications to the
Department through a proposal separate from the Annual Reports, if the proposed
modifications are time sensitive or necessary to address potential lost opportunities (Exh.
Common 2, at 275-276). The Program Administrators also recommend that the Council and
the Department each adopt a 45-day deadline for a decision on any such proposal
(Exh. Common 2, at 276).

The Program Administrators state that there are a number of shifting or unknown
factors that could trigger a request for midterm modification (Exh. Common 2, at 273-274).
First, with respect to performance incentives, the Program Administrators state that there are
several issues that have yet to be determined or are subject to change, including: (1) the level
of performance incentives allocated to low-income performance metrics; (2) a cap on
incentives for 2011 and 2012; (3) the payout rates for the savings and value mechanisms may
change depending on the outcome of EM&V studies or updates to the Avoided Cost Study; and
(4) potential annual updates due to savings and costs adjustments (Exh. Common 29 (Supp.)
(December 21, 2010) at 5, 11-14, 18, 20). Second, the Program Administrators note that
there could be a request for a midterm modification in the event that targets for outside funding
are not achieved by the dates identified in the Statewide Plan (Exh. Common 2, at 276). The

Program Administrators anticipate that they will seek Department approval to modify savings
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goals and budgets for 2010 and 2011, on or around September 30, 2010 and
September 30, 2011, respectively, in order to reflect the actual outside funding levels obtained
(Exh. Common 2, at 276-277).

B. Positions of the Parties

1. Program Administrators

The Program Administrators argue that it is appropriate for the Department to modify
the standard for midterm modifications set forth in D.P.U. 08-50-A and D.P.U. 08-50-B
(Exh. Common-2, at 275; National Grid Brief at 73; NEGC-FR Brief at 72; NEGC-NA Brief
at 72; Berkshire Brief at 72; Bay State Brief at 72; NSTAR Gas Brief at 72; Unitil Brief at 73;
Blackstone Brief at 49). Although the Program Administrators believe that the standard for
midterm modifications set forth in D.P.U. 08-50-A at 64 is appropriate, the Program
Administrators anticipate that there could be exceptional circumstances necessitating the filing
of a proposal separate from the Annual Reports (National Grid Brief at 72-73; NEGC-FR Brief
at 72; NEGC-NA Brief at 72; Berkshire Brief at 72; Bay State Brief at 72; NSTAR Gas Brief
at 72; Unitil Brief at 73; Blackstone Brief at 49). Accordingly, the Program Administrators
request that the Department allow a limited exception or clarification to the standard for
midterm modifications that will allow proposed program modifications outside of the Annual

Reports for modifications that are time sensitive or will address potential lost opportunities.'®

100 National Grid Brief at 73, citing Exh. Common 2, at 275; NEGC-FR Brief at 72,
citing Exh. Common 2, at 275; NEGC-NA Brief at 72, citing Exh. Common 2, at 275;
Berkshire Brief at 72, citing Exh. Common 2 at 275; Bay State Brief at 72,
citing Exh. Common 2, at 275; NSTAR Gas Brief at 72, citing Exh. Common 2,
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The Program Administrators state that such proposals would be made infrequently and only to
address situations in which delay would entail excessive costs or lost opportunities (National
Grid Brief at 73; NEGC-FR Brief at 72; NEGC-NA Brief at 72; Berkshire Brief at 72; Bay
State Brief at 72; NSTAR Gas Brief at 73; Unitil Brief at 73; Blackstone Brief at 49).

The Program Administrators ask that the Department reject the Attorney General’s
recommendation that they be required to file annual updates to track the progress of the
Three-Year Plans (National Grid Reply Brief at 3, 9; NEGC-FR Reply Brief at 3, 9;
NEGC-NA Reply Brief at 3, 8; Berkshire Reply Brief at 3, 8; Bay State Reply Brief at 3, §;
NSTAR Gas Reply Brief at 3; Unitil Reply Brief at 3). The Program Administrators argue
that the periodic reporting and process for midterm modifications as proposed in the
Three-Year Plans are consistent with the Green Communities Act and D.P.U. 08-50, and that
the additional reports and processes that the Attorney General recommends would be
duplicative and inconsistent with established regulatory directives (National Grid Reply Brief
at 4-5; NEGC-FR Reply Brief at 4; NEGC-NA Reply Brief at 4; Berkshire Reply Brief at 4;
Bay State Reply Brief at 4; see NSTAR Gas Reply Brief at 3, 5-6; Unitil Reply Brief at 3,
5-6).

The Program Administrators note that the Green Communities Act requires the
Program Administrators to provide quarterly reports to the Council on the implementation of

the Three-Year Plans, which the Council will use to create an annual report to be filed with the

at 275; Unitil Brief at 73, citing Exh. Common 2, at 275; Blackstone Brief at 49,
citing Exh. Common 2, at 275.
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Department and the Legislature (National Grid Reply Brief at 6-7, citing G.L. c. 25, § 22(d);
NEGC-FR Reply Brief at 6, citing G.L. c. 25, § 22(d); NEGC-NA Reply Brief at 6,

citing G.L. c. 25, § 22(d); Berkshire Reply Brief at 5, citing G.L. c. 25, § 22(d); Bay State
Reply Brief at 5-6, citing G.L. c. 25, § 22(d); NSTAR Gas Reply Brief at 5,

citing G.L. c. 25, § 22; Unitil Reply Brief at 5, citing G.L. c. 25, § 22). The Program
Administrators argue that when developing the standards for midterm modifications, the
Department considered the requirements of the Green Communities Act and the Council’s role
in overseeing the Three-Year Plans.'” Further, the Program Administrators contend that the
Department made clear in D.P.U. 08-50-B that only significant modifications would require
Department approval.'® Given the Council’s intensive oversight and participation as well as
the framework for midterm modifications established in D.P.U. 08-50-A, the Program
Administrators argue that they should not be required to submit additional reports or updates
for Department review and approval unless a significant modification or matter related to an

Annual Report is at issue (National Grid Reply Brief at 8; NEGC-FR Reply Brief at 7-8;

ot National Grid Reply Brief at 7, citing D.P.U. 08-50-A at 64; NEGC-FR Reply Brief
at 7, citing D.P.U. 08-50-A at 64, Exh. AG 1-17; NEGC-NA Reply Brief at 6-7,
citing D.P.U. 08-50-A at 64, Exh. AG 1-17; Berkshire Reply Brief at 6,
citing D.P.U. 08-50-A at 64, Exh. AG 1-17; Bay State Reply Brief at 5-6,
citing D.P.U. 08-50-A at 64, Exh. AG 1-17; see NSTAR Gas Reply Brief at 11
citing Exh. AG 1-17; Unitil Reply Brief at 11, citing Exh. AG 1-17.

102 National Grid Reply Brief at 7, citing D.P.U. 08-50-B, Guidelines § 3.8.1-3.8.3;
NEGC Fall River Reply Brief at 7, citing D.P.U. 08-50-B, Guidelines § 3.8.1-3.8.3;
NEGC North Attleboro Reply Brief at 7, citing D.P.U. 08-50-B, Guidelines
§ 3.8.1-3.8.3; Berkshire Reply Brief at 6, citing D.P.U. 08-50-B, Guidelines
§ 3.8.1-3.8.3; Bay State Reply Brief at 6-7, citing D.P.U. 08-50-B, Guidelines
§ 3.8.1-3.8.3; see NSTAR Gas Reply Brief at 4 n.3; Unitil Reply Brief at 4 n.3
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NEGC-NA Reply Brief at 7; Berkshire Reply Brief at 7; Bay State Reply Brief at 7;

see NSTAR Gas Reply Brief at 4 n.3; Unitil Reply Brief at 4 n.3). The Program
Administrators accept that certain circumstances will require the review of new information by
the Department but they argue that all periodic reports or program adjustments should not
require Department oversight (National Grid Reply Brief at 8; NEGC-FR Reply Brief at 8;
NEGC-NA Reply Brief at 8; Berkshire Reply Brief at 7; Bay State Reply Brief at 7-8;

see NSTAR Gas Reply Brief at 4 n.3; Unitil Reply Brief at 4 n.3).

The Program Administrators also argue that mandated annual comprehensive reporting
on pilot programs, education and marketing, and EM&V as suggested by the Attorney General
would place an undue administrative burden on the Program Administrators and the
Department and would be inconsistent with the Act’s mandate that Program Administrators
minimize administrative costs to the fullest extent practicable.'” Specifically with regard to the
Attorney General’s argument that preliminary EM&V studies should be submitted as part of a
yearly update filed prior to the Annual Reports, several Program Administrators argue that
preliminary EM&V information could be incomplete or inaccurate (National Grid Reply Brief
at 9; NEGC-FR at 8; NEGC-NA Reply Brief at 8; Berkshire Reply Brief at 8; Bay State Reply
Brief at 8). Because preliminary EM&V reports often undergo significant revisions before

being finalized, these Program Administrators argue that they should not be required to submit

103 National Grid Reply Brief at 8-9, citing G.L. c. 25, § 19(a); NEGC-FR Reply Brief
at 8, citing G.L. c. 25, § 19(a); NEGC-NA Reply Brief at 8, citing G.L. c. 25,
§ 19(a); Berkshire Reply Brief at 7-8, citing G.L. c. 25, § 19(a); Bay State Reply Brief
at 8, citing G.L. c. 25, § 19(a); see NSTAR Gas Reply Brief at 3; Unitil Reply Brief
at 3.
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EM&V information to the Council and Department until such information is complete
(National Grid Reply Brief at 9; NEGC-FR at 8; NEGC-NA Reply Brief at 8; Berkshire Reply
Brief at 8; Bay State Reply Brief at 8).

2. Attorney General

Due to the rapid increase in energy efficiency budgets and corresponding increase in
ratepayer funding of energy efficiency associated with the Three-Year Plans, the Attorney
General recommends that the Department require the Program Administrators to file annual
updates to track the progress of the Three-Year Plans (Attorney General Brief at 29). The
Attorney General states that the information provided through these updates should include but
not be limited to: (1) bill impacts; (2) information on implementation of community initiatives;
(3) pilot programs; (4) outreach, education, and marketing; and (5) EM&V analyses (Attorney
General Brief at 29). The Attorney General argues that this information will help the
Department and stakeholders identify issues as they arise, instead of waiting to address any
implementation problems through the Annual Reports when it may be too late to benefit from
the information (Attorney General Brief at 29). Given that the Program Administrators are
statutorily required to provide the Council with quarterly reports on their progress in
implementing the Three-Year Plans, the Attorney General contends that filing an annual update
with the Department would not be unduly burdensome (Attorney General Brief at 30,
citing G.L. c. 25, § 22(d)). Finally, the Attorney General notes that, although annual updates

presently are necessary in order to ensure that forecasted savings and benefits are accruing to
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ratepayers, such updates may be unnecessary in the future as the process of developing the
Three-Year Plans matures (Attorney General Brief at 30).

3. DOER

DOER did not take a specific position on: (1) the Attorney General’s recommendation
that the Program Administrators file annual updates to track the progress of the Three-Year
Plans; or (2) the Program Administrators’ proposal to make midterm modifications outside of
Annual Reports. However, DOER notes its support of the Department’s directives on midterm
modifications as set forth in D.P.U. 08-50-B and recommends that the Department give
deference to the findings of the Council when assessing a Program Administrator’s request to
modify its Three-Year Plan (DOER Brief at 12). DOER argues that proposed midterm
modifications are likely to be rare and could occur under the following circumstances: (1) a
failure to obtain adequate outside funding; (2) a significant increase in bill impacts; (3) a
shortfall in attaining savings targets; and (4) where EM&V studies reveal that critical data
assumptions are not being met (DOER Brief at 12-14).

C. Analysis and Findings

In D.P.U. 08-50-A at 63-64, the Department determined that Program Administrators
must obtain Department approval of significant modifications to the Three-Year Plans after
first presenting such proposals to the Council for review.'™ The Department stated that any

such request should be included as part of a Program Administrator’s Annual Report to the

104 The procedure for such midterm modifications, including a definition of what

constitutes a significant modification, is contained in the Guidelines at §§ 3.8, 3.8.2,
3.8.4.
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Department and must be accompanied by (1) a justification for why the modification is
appropriate, and (2) a description of how the modification was reviewed and decided upon by
the Council. D.P.U. 08-50-A at 64. The Program Administrators request that the Department
revise or clarify the Guidelines to permit proposed modifications to the Three-Year Plans that
are time sensitive or necessary to address potential lost opportunities to be presented to the
Department separate from their Annual Report filings (Exh. Common 2, at 275-276,

citing D.P.U. 08-50-A at 64).

In D.P.U. 08-50-A at 41, the Department found that requiring midterm modifications
to be presented at the same time as the Annual Report filings allowed Program Administrators
a certain level of flexibility to propose program planning improvements, while also ensuring
that the Department is able to review such proposals in an efficient manner. For the majority
of proposed midterm modifications, we continue to expect that such filings will be made at the
time the Annual Report filings are made.'” Nevertheless, we agree with the Program
Administrators that there may be certain midterm modification proposals that are time sensitive
or necessary to address lost opportunities, such that it will be necessary to file the request at a

time other than when the Annual Report filings are made. A Program Administrator may seek

105 The Department’s Order in D.P.U. 08-50-A at 41 indicated that proposed midterm
modifications should be included as part of the Program Administrator’s Annual Report
and the Department would consider such proposals as part of our review of the Annual
Reports. See also Guidelines § 3.8.1. Midterm modification proposals should still be
submitted at the same time as the Annual Reports; however, such proposals should be
filed separately from the Annual Reports. This will provide the Department with an
opportunity to review the nature of the proposed modification in order to determine
whether to review the proposal with the Annual Report or in a separate docket.
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an exception to any provision of the Guidelines with the burden on the Program Administrator
to demonstrate the compelling nature of such request. Guidelines § 5. Accordingly, if a
Program Administrator seeks to submit proposed modifications to the Department through a
proposal, filed separate from the Annual Reports, it should invoke Section 5 for an exception
to the filing requirements of Guidelines. Consistent with the Section 5 of the Guidelines, the
Program Administrator should demonstrate the compelling nature of the request (e.g.,
demonstrate that the proposed modifications are time sensitive or necessary to address potential
lost opportunities).

The Program Administrators ask that the Council and the Department each adopt a
45-day deadline for review of midterm modifications (Exh. Common 2, at 276). The
Department declines to adopt this recommendation and, instead, will determine actual
procedural schedules on a case-by-case basis where we will have sufficient information on the
scope of the proposal and will be better able to assess the appropriate process and time
required for review.'”

As noted in Sections VIII (Performance Incentives), IX (EM&V), and V (Budget - pilot
programs), the individual Three-Year Plans are incomplete for 2011 and 2012 with respect to

(1) performance incentives, (2) EM&V studies, and (3) pilot program budgets.'”” Each of

106 As part of the Annual Report Working Group, the Department will consider whether to

adopt model procedural schedules for review of the Annual Reports and/or proposed
midterm modifications. See Guidelines § 3.7.3.

107

The budget for pilot programs is incomplete for 2012 only (Pilot Budget Resolution
at 1).
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these areas will require supplemental filings from the Program Administrators. Further, the
Program Administrators state that they anticipate that they will seek Department approval to
modify savings goals and budgets for 2010 and 2011 in order to reflect the actual outside
funding levels obtained (Exh. Common 2, at 276-277). Consistent with the procedure for
filing midterm modifications, such updates should be made at the time the Annual Report
filings are made. In D.P.U. 08-50-A at 64-65, the Department announced that the Annual
Report Working Group will be formed to address the content and timing of Annual Reports.
We will also address the timing of the filing of midterm modifications and other plan updates
as part of the Annual Report Working Group.

Apart from the Annual Reports, the Attorney General argues that the Program
Administrators should be required to file various annual updates on: (1) bill impacts,

(2) implementation of community initiatives, (3) pilot programs, (4) outreach, education, and
marketing and (5§) EM&V activities (Attorney General Brief at 29). The Program
Administrators, however, object to filing such information as they argue it would be unduly
burdensome (Bay State Reply Brief at 4; National Grid Reply Brief at 4-5; see NSTAR Gas
Reply Brief at 3, 5-6; Unitil Reply Brief at 3, 5-6).

The Program Administrators are currently required to submit additional information on
their Three-Year Plans through Annual Reports and when they propose significant midterm
modifications. D.P.U. 08-50-B at 39-40, citing D.P.U. 08-50, at 37-39; Guidelines § 3.8.
As part of the Annual Report Working Group, the Attorney General will have an opportunity

to address what information should be updated annually during the course of the Three-Year
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Plans and when such updates should be made (i.e., as a part of or separate from the Annual
Reports). At a minimum, we note that Program Administrators are required to provide
quarterly reports on implementation of their Three-Year Plans to the Council. G.L. c. 25,
§ 22(d)."”® The Department directs the Program Administrators to provide a copy of these
quarterly reports to the Department for informational purposes.

XI.  BLACKSTONE GAS COMPANY

A. Introduction

Blackstone Gas Company serves approximately 1300 residential and 135 C&lI
customers in Blackstone and portions of Bellingham and Wrentham, Massachusetts
(Exh. Common 2, at 44; Tr. 4 (Blackstone) at 636). As such, Blackstone is the smallest gas
distribution company to be included in the Statewide Plan (Exh. Common 2, at 44; Tr. 4
(Blackstone) at 636). The inclusion of Blackstone in the Statewide Plan reflects the spirit of
the Green Communities Act to expand energy efficiency efforts (Exh. Common 2, at 44).

Blackstone has not previously offered any energy efficiency programs other than the
RCS program pursuant to G.L. c. 164 App., §§ 2-1 et seq., and, thus, has no prior

operational history or background (Exh. Common 2, at 44; Tr. 4 (Blackstone) at 659). Due to

108 The Green Communities Act requires that Program Administrators provide quarterly

reports to the Council on the implementation of their respective Three-Year Plans.

G.L. c. 25, § 22(d). The quarterly reports must include a description of each Program
Administrator’s progress in implementing its Three-Year Plan, a summary of the
savings secured to date, and other information as determined by the Council.

G.L. c. 25, § 22(d). Additionally, the Council must provide an annual report to the
Department on the implementation of the Statewide Plan, which includes descriptions of
the programs, expenditures, cost-effectiveness, and savings and other benefits during
the previous year. G.L. c. 25, § 22(d).
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its small customer base, Blackstone will be coordinating with the other Program
Administrators to implement its energy efficiency programs (Exh. Common 2, at 44). In
addition, Blackstone has obtained membership in GasNetworks to address managing vendor
agreements for the purchase of goods and/or services related to gas energy efficiency
programs'® (Exh. Common 2, at 44; RR-DPU-16).

B. Three-Year Plan Proposal

1. Services Agreement with National Grid

Blackstone plans to enter into a three-year services agreement with Boston Gas
Company, d/b/a National Grid (“National Grid”),"° to provide administrative services and to
coordinate Blackstone’s Three-Year Plan with GasNetworks and the Low-Income Efficiency
Network'!! (“Services Agreement”) (Exhs. DPU 1-4; AG 1-1; AG 1-1 Att.). The price for
these services will be an annual fee $1,500 plus all expenses incurred by National Grid in

connection with the performance of services (Exh. Att. AG 1-1, Article II, § 1).

109 Blackstone states that membership in GasNetworks will enable it to take advantage of

research in energy efficiency and administration of programs that it would otherwise be
unable to do by itself due to its size. By joining in with a larger group of utilities,
Blackstone states it will be able to offer benefits to its customers that otherwise would
be too expensive (Tr. (Blackstone) at 663).

1o National Grid is the electric distribution company in Blackstone’s service territory.

Blackstone selected National Grid after first inquiring as to whether NSTAR Gas was
interested in providing energy efficiency services on its behalf. Due to Blackstone’s
small size, NSTAR Gas stated that it was not interested in such an arrangement
(Exh. DPU 1-4).

t Blackstone states that it has fully negotiated the terms of the Services Agreement that

has been provided during this proceeding and will execute the Services Agreement
when the Department approves Blackstone’s Three-Year Plan (Blackstone Brief at 56).
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The terms of the Services Agreement include:

e The National Grid program manager will attend monthly GasNetworks meetings
for the purpose of presenting any feedback the National Grid program manager
receives from the Blackstone program manager about the energy efficiency
programs offered under the Services Agreement'? (Exh. Att. AG 1-1, Exh. A
€ 1; Tr. (Blackstone) at 662).

e The GasNetworks fulfillment vendor will be responsible for billing Blackstone
for customers that participate in the energy efficiency programs. In addition, all
invoices will be provided for the purpose of confirming accuracy
(Exh. Att. AG 1-1, Exh. A §2).

e National Grid’s program manager will provide Blackstone with a monthly
tracking update of program participation and spending to compare to
Blackstone’s total program budget (Exh. Att. AG 1-1, Exh. A § 3).

o The fulfillment vendor will be responsible for performing quality control for
five percent of the total number of Blackstone customers who receive rebates
under the programs (Exh. Att. AG 1-1, Exh. A § 4).

e In order for Blackstone to provide approximately 20 percent of its total energy
efficiency budget to low-income programs, National Grid will coordinate with
LEAN on behalf of Blackstone (Exh. Att. AG 1-1, Exh. A §5). National Grid
will coordinate with Action, Inc. and LEAN to report to Blackstone when its
program services to low-income customers totals to 20 percent of Blackstone’s
budget (Exh. Att. AG 1-1, Exh. A § 6).

e National Grid will coordinate with Blackstone in preparation of the budget,
tables, and quarterly and annual filings required by D.P.U. 08-50 (Exh. Att.
AG 1-1, Exh. A § 7).

112

The Services Agreement designates a program manager from National Grid as well as
from Blackstone (Exh. Att. AG 1-1, Art. VIII, § 10). The responsibilities of
Blackstone’s program manager will be to coordinate all aspects of the services between
Blackstone and National Grid (Exh. Att. AG 1-1, Art. I, § 2, § 3; Tr. (Blackstone)

at 662).
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2. Programs

Blackstone proposes to offer the GasNetworks residential, low-income, and C&I
prescriptive rebate measures (Exhs. Blackstone-9, Blackstone-10, Blackstone-11; Tr. 4
(Blackstone) at 636-637). The Company projects 22 participants for the residential programs,
two participants for the low-income program, and 27 participants for the C&I programs

(Exhs. Blackstone-9, Blackstone-10, Blackstone-11; Tr. 4 (Blackstone) at 637).

3. Budget
Blackstone proposes a total budget of $134,450 for the Three-Year Plan: $45,150 for

2010, $45,150 in 2011, and $45,150 in 2012 (RR-DPU-11 Att.). This amount includes
$12,336 in LBR for measures installed in program years 2010 through 2012, and does not
include performance incentives because Blackstone is not proposing to collect performance
incentives at this time (Exhs. Blackstone-8; DPU 1-5; Tr. 4 (Blackstone) at 648). Blackstone
states that it has allocated 20 percent of its budget to the low-income sector
(Exh. Blackstone-8; Tr. 4 (Blackstone) at 660).

Blackstone estimates it will incur approximately $60,000 in start-up and implementation
costs over the three years, and proposes to recover $20,000 of this amount in each year of the

Three-Year Plan'” (Tr. 4 (Blackstone) at 648; RR-DPU-11 Att.; see also Exh. AG 1-2). In

1" The breakdown of the start-up costs is as follows: $10,000 for consulting services;

$2,200 for required regulatory publications; $300 dollars in printing and mailing costs;
and an estimated $45,000 in legal fees for Blackstone’s counsel attending Council
meetings, participating in the development of the Statewide Plan, preparing and
obtaining approval of the GasNetworks membership application, negotiating the
Services Agreement with National Grid, and preparing Blackstone’s Three-Year Plan
filing (Exh. AG 1-2).
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addition, Blackstone has indicated that it plans to spend $2,475 on PP&A, which is 5.48
percent of the total budget for each year of the Three-Year Plan (RR-DPU-11 Att.).

4, Cost-Effectiveness

Blackstone conducted a benefit-cost analysis for each year of the Three-Year Plan
(Exh. Blackstone-13; Tr. 4 (Blackstone) at 639). Blackstone analyzed cost-effectiveness by
measure, and its benefit-cost ratios range from 1.39 to 15.78 for the residential sector, 1.51 to
3.12 for the low-income sector, and from 0.11 to 4.15 for the C&I sector (RR-DPU-14 (rev.)).

Blackstone’s energy efficiency program has an overall benefit-cost ratio of 1.66 (RR-DPU-14

(rev.)).

5. Bill Impacts

Blackstone submitted bill impacts showing the impact of its Three-Year Plan on
customers in all rate classes (Exh. Blackstone-14). In addition, Blackstone examined the effect
of its Three-Year Plan on a participant during the peak period for residential, low-income, and
C&I rate classes (Exh. Blackstone-15). Participants in the residential programs would save an

"% per month with an average peak monthly bill savings of $26.49 per

average of 19.7 Ccfs
month (Exh. Blackstone-15). Participants in the low-income programs would save an average
of 21.6 Ccfs per month with an average peak monthly bill savings of $23.91

(Exh. Blackstone-15). Participants in the C&I programs would save an average of 27.1 Ccfs

per month with an average peak monthly bill savings of $36.17 (Exh. Blackstone-15).

e Ccf represents 100 cubic feet.
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6. Funding

Blackstone proposes to recover all program costs, start-up and implementation costs,
and LBR through the EES (Tr. 4 (Blackstone) at 644). Blackstone intends to collect LBR for
the life of the measures installed in the Three-Year Plan (RR-DPU-13). Blackstone does not
include a proposal for outside funding in its Three-Year Plan, and states that the only source of
funding is the EES (Tr. 4 (Blackstone) at 644-645).

C. Positions of the Parties

1. Blackstone

Blackstone argues that the Services Agreement it entered into with National Grid will
enable it to provide its customers with energy efficiency prescriptive rebates in a cost-effective
manner (Blackstone Brief at 56). Given its size and the fact that most of its customers are
residential, Blackstone considered the creation of an energy efficiency department within the
company to not be cost-effective (Blackstone Brief at 56). Blackstone contends that, because
National Grid will be providing administrative services and coordinating with GasNetworks
and LEAN on behalf of Blackstone under the terms of the Services Agreement, Blackstone’s
Three-Year Plan is cost-effective (Blackstone Brief at 56).

With respect to the Attorney General’s concerns, Blackstone states that it will keep
separate and track RCS/MassSAVE funds from the funds collected through the EES, as
requested (Blackstone Reply Brief at 1). As to the Attorney General’s argument that
Blackstone should report on the development and implementation of its education, outreach,

and marketing campaign, as well as report on the progress of Blackstone’s Three-Year Plan
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through quarterly progress reports, Blackstone first notes that it intends to reach out to the
local community and municipalities to inform them of their energy efficiency offerings
(Blackstone Reply Brief at 1). Blackstone next argues that the Green Communities Act already
requires it to provide quarterly reports to the Council on the implementation of its Three-Year
Plan, which the Council will use to create an annual report to be filed with the Department and
the Legislature (Blackstone Reply Brief at 1-2). Blackstone contends, therefore, that there is
no need to change this existing framework for reporting at this time (Blackstone Reply Brief

at 2).

Regarding the start-up costs, because Blackstone does not have any existing energy
efficiency programs in place, Blackstone argues that the legal and consulting costs incurred
were necessary to prepare the Three-Year Plan, negotiate the Services Agreement with
National Grid, and prepare the GasNetworks member application (Blackstone Brief at 56).
According to Blackstone, it is not already recovering these costs in its base rates, so there is no
legitimacy to the Attorney General’s objection to the recovery of such costs in the EES
(Blackstone Reply Brief at 2). Blackstone also states that it will provide support for all start-up
costs including consulting, publication, transcripts, and legal costs in its Annual Report
(Blackstone Reply Brief at 2).

2. Attorney General

The Attorney General argues that Blackstone should be required to track and report on
RCS/MassSAVE funds separate and apart from the energy efficiency funds collected through

the EES (Attorney General Brief, App. H § 1). The Attorney General explains that this will
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ensure that RCS/MassSAVE funds are used solely to fund RCS/MassSAVE audits and not for
other energy efficiency programs (Attorney General Brief, App. H § 1).

The Attorney General argues that the Department should require Blackstone to report
on the development and implementation of Blackstone-specific education, outreach, and
marketing campaign, and report on the success or failure of these campaigns, including but not
limited to customer surveys and the effect of this success or failure on the Three-Year Plan
(Attorney General Brief, App. H § 2). The Attorney General also argues that the Department
should not authorize the provision of any programs that are not cost-effective (i.e., the
prescriptive steam traps measure) (Attorney General Brief, App. H § 3, citing Tr. 4
(Blackstone) at 642).

The Attorney General next argues that the Department should require Blackstone to
determine if it is entitled to any portion of outside funds that the other gas Program
Administrators may obtain in 2011 and 2012 (Attorney General Brief, App. H { 4, citing Tr. 4
(Blackstone) at 644-645). The Attorney General states that Blackstone should be directed to
report on its proportional share and amend its budgets to incorporate these funds (Attorney
General Brief, App. H § 4, citing Tr. 4 (Blackstone) at 644-645).

Regarding Blackstone’s budget, the Attorney General maintains that if the Department
authorizes the recovery of start-up costs, Blackstone should be on notice that it must
substantiate its actual expenditures (Attorney General Brief, App. H § 5). Further, Attorney

General argues that Blackstone should be required to disaggregate the start-up costs into costs
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due to legal and non-legal activities, and disallow recovery of actual legal fees through the EES
(Attorney General Brief, App. H § 6, citing Tr. 4 (Blackstone) at 645-645; see RR-AG-2).
Finally, the Attorney General argues that the Department should require Blackstone to
file quarterly progress reports, including but not limited to reports about bill impacts, actual
participation in the energy efficiency programs, actual measures installed, and the actual
experience of Blackstone under the Services Agreement (Attorney General Brief, App. H § 7).

D. Analysis and Findings

1. Services Agreement with National Grid

As noted above, Blackstone intends to enter into a Services Agreement with National
Grid for three years to implement its energy efficiency programs. This contract will allow
Blackstone to participate in the Statewide Plan and GasNetworks meetings through a National
Grid representative, which will allow Blackstone the benefit of a company with greater
experience in delivering energy efficiency. Given that this is Blackstone’s first energy
efficiency plan and that Blackstone has no experience delivering energy efficiency programs,
the Department finds that implementation of its Three-Year Plan through the Services
Agreement is appropriate because it will reduce costs to customers while allowing Blackstone
to gain experience with energy efficiency.

2. Three-Year Plan Budget

A Program Administrator’s budget is comprised of energy efficiency program
implementation costs, performance incentives and, where applicable, recovery of LBR as

approved by the Department. Guidelines § 3.3.1. For Blackstone’s Three-Year Plan, it
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proposes a total Three-Year Plan budget of $135,450, which includes $60,000 for start-up and
implementation costs, $12,336 for LBR, and $7,425 for PP&A (Exhs. Blackstone-8; DPU 1-5;
Tr. 4 (Blackstone) at 648; RR-DPU-11 Att.). Blackstone does not propose to collect
performance incentives (Exhs. Blackstone-8; DPU 1-5; Tr. 4 (Blackstone) at 648). In
authorizing energy efficiency program budgets, the Department is charged with ensuring that
(1) Program Administrators have minimized administrative costs to the fullest extent
practicable; (2) sufficient funding is allocated to low-income programs; and (3) competitive
procurement processes are used to the fullest extent practicable. G.L. c. 25, §§ 19(a) - (¢).

Blackstone has allocated at least 20 percent of its budget to low-income programs and,
therefore, the Department finds that Blackstone has complied with the requirements of
G.L c. 25, § 19(c). Further, the Department finds that Blackstone has met the requirements of
G.L. c. 25, § 19(b) regarding competitive procurement. Blackstone did not competitively
procure the Services Agreement, however, the cost to competitively procure the services
provided by National Grid would have exceeded the cost of the Services Agreement.
Moreover, as we found above, Blackstone’s energy efficiency program coordinator, National
Grid, has met the competitive procurement requirements of the Act. Therefore, the
Department finds that Blackstone has complied with G.L. c. 25, § 19(b).

Blackstone plans to spend $2,475 each year from 2010 to 2012 on PP&A, which is
5.48 percent of the total annual budget (RR-DPU-11 Att.). By having National Grid

coordinate its energy efficiency programs at a reasonable cost pursuant to the Services
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Agreement, we find that Blackstone has minimized its PP&A costs to the fullest extent
practicable in compliance with G.L. c. 25, § 19(b).

With respect to start-up costs, the Department recognizes that Blackstone has not
provided energy efficiency programs prior to this Three-Year Plan and, therefore, set-up and
implementation costs are necessary for Blackstone to provide these programs. Blackstone has
incurred approximately $60,000 in start-up costs that it seeks to include as part of its
Three-Year Plan budget. A large amount of these start-up costs are for charges from
Blackstone’s counsel for various activities (both legal and non-legal) related to its Three-Year
Plan. Because Blackstone has only five employees whose jobs are dedicated to the operation
of the distribution system, counsel for Blackstone performed a significant amount of non-legal
work in order to get the program up and running (Tr. 4 (Blackstone) at 669-670). While she
does not object to the inclusion of non-legal costs in the budget, the Attorney General argues
that Department should not permit Blackstone to include legal costs in its plan budget as
Blackstone already recovers an amount for this category of costs as part of its base distribution
rates approved by the Department in its last rate case (see Attorney General Brief, App. H § 6,
citing Tr. 4 (Blackstone) at 645-646; RR-AG-2).

As Blackstone explained during the evidentiary hearing, very few of the costs are
purely legal costs (Tr. 4 (Blackstone) at 670). Because Blackstone only has five employees,
counsel was serving primarily as a consultant (Tr. 4 (Blackstone) at 670). We do not,
however, expect start-up costs to be part of Blackstone’s next three-year plan budget because

these costs are associated with getting Blackstone’s new energy efficiency program up and
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running (i.e., negotiating the Service Agreement and obtaining membership in GasNetworks)
(Tr. 4 (Blackstone) at 646, 666-667). Given the unique constraints due to Blackstone’s small
size and that these costs incurred were start-up costs that will not be incurred again in the
future, the Department finds these costs to have been reasonably incurred and permits them to
be collected through the EES. The Attorney General requests that Blackstone be put on notice
that it must substantiate its actual expenditures (Attorney General Brief, App. H § 5). We
agree, and direct Blackstone to include detailed information and documentation of its actual
expenditures, including start-up costs, in its 2010 plan year and subsequent Annual Reports.

3. Cost-Effectiveness

As described above, the Department is required to review the energy efficiency
programs proposed in the Three-Year Plans for cost-effectiveness. G.L. c. 25, § 21(b)(3).
Blackstone analyzed the cost-effectiveness of its Three-Year Plan at (1) the measure level, and

(2) the plan level (i.e., the cost-effectiveness of all measures combined).'"

With the exception
of the prescriptive steam traps measure as discussed below, all measures proposed by
Blackstone in its Three-Year Plan have benefit-cost ratios of greater than one (RR-DPU-14
(rev.)).

As an individual measure, the prescriptive steam traps measure has a benefit-cost ratio

of 0.11 (RR-DPU-14). Programs may contain measures that are necessary to the effectiveness

1 The Department directed Program Administrators to analyze the cost-effectiveness of

their Three-Year Plans at the program level, as required by the Green Communities
Act. D.P.U. 08-50-A at 19-20; G.L. c. 25, § 21(b)(3). In the future, the Department
directs Blackstone to evaluate cost-effectiveness at the program level.
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of the overall program but individually may not be cost-effective. However, when such a
measure is combined with other measures as part of an energy efficiency program, the overall
program is cost-effective. In D.P.U. 08-50-A at 19-20, the Department recognized that it may
be appropriate for an energy efficiency program to include individual measures that are not
cost-effective on their own that may be integral to the success of a program that is
cost-effective or would be considered a lost opportunity if not installed.

While the steam traps measure is not cost-effective on its own, when delivered as part
of the C&I retrofit program along with the programmable thermostat and boiler reset controls
measures, the program is cost-effective (Exh. NG-2, App. NG-2-1; RR-DPU-14 (rev.); Tr. 4
(Blackstone) at 642). Accordingly, the Department finds that the programs proposed in

Blackstone’s Three-Year Plan are cost-effective. See G.L. c. 25, § 21(b)(3).

4. Bill Impacts

Blackstone filed bill impacts showing the impact of its Three-Year Plan on customers in
all rate classes. Because this is Blackstone’s first energy efficiency plan, however, it did not
participate of the Bill Impact Working Group, which was organized to develop a consistent
method by which each Program Administrator would determine and present rate and bill
impacts. Accordingly, Blackstone’s bill impact presentation was not consistent with the Bill
Impact Model.

After review, the Department finds that Blackstone’s bill impacts are reasonable

(Exh. Blackstone-4). In all future three-year plan or midterm modification filings, the
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Department directs Blackstone to submit bill impacts consistent with the Bill Impact Model

approved in D.P.U. 08-50-B at 17-20 or as subsequently modified by the Department.

5. Funding

a. Lost Base Revenues

The Guidelines state that a gas Program Administrator shall collect funds for the
implementation of its energy efficiency plan, including LBR where allowed, through its LDAC
tariff. Guidelines § 3.2.2. Consistent with the Guidelines, Blackstone proposes to recover its
costs and LBR associated with its Three-Year Plan through the EES component of its LDAC,
M.D.T.E. No. 85 (RR-DPU-18 Att.).

As stated in Section VI on Funding, Blackstone cannot include LBR in the EES until
actual savings have been reviewed and approved by the Department. D.P.U. 07-104, at 20;
D.P.U. 08-50-A at 49. The Department will review the actual savings in the Company’s
Annual Report.

b. Outside Funding

The Department’s Guidelines require gas Program Administrators to include in their
Three-Year Plans a description of all other sources the Program Administrators considered to
fund their energy efficiency programs. Guidelines § 3.2.2.1. Blackstone does not propose to
rely on any outside funding for 2010. The Department recognizes that the Program
Administrators have not yet had the opportunity to fully explore all sources of outside funding
and that DOER has convened informal working sessions to discuss possible outside funding

approaches and initiatives (Exh. Common 2, at 61). The Department, however, directs
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Blackstone to file updated information regarding outside funding levels for 2011 and 2012 at

16 Consistent with

the time the other Program Administrators file their 2009 Annual Reports.
the recommendation made by the Attorney General, as Blackstone is part of the Statewide
Plan, Blackstone should determine whether it is entitled to any portion of the outside funding
being proposed in the Statewide Plan for 2011 and 2012 and adjust its budget, if applicable.
The Department expects that Blackstone will aggressively pursue all potential sources of
outside funding for 2011 and 2012 before proposing to collect costs from ratepayers and report

to the Department on their efforts as required by Guidelines.

c. Residential Energy Conservation Services

Blackstone has agreed to track and report on RCS/MassSAVE funds separately from
the funds collected through the EES (Blackstone Reply Brief at 1). In addition, as stated in
Section V, above, all interested persons will have an opportunity to review spending on the
RCS program during Blackstone’s RCS proceeding, and spending on all other energy
efficiency programs through the Annual Report. Accordingly, we will require no further
annual reports on RCS/MassSAVE.

6. Midterm Modifications

Blackstone must comply with the directives contained in Section X, above.

7. EM&V

Blackstone must comply with the directives contained in Section IX, above.

1e The filing date for the 2009 Annual Reports will be addressed in the Annual Report
Working Group.



D.P.U. 09-121 through D.P.U. 09-128 Page 151

8. Statewide Education and Marketing

The Attorney General argues that Blackstone should be required to report on the
development of company-specific statewide education, outreach, and marketing initiatives
(Attorney General Brief, App. H § 2). Blackstone has stated that it will be included on the
GasNetworks website once its Three-Year Plan is approved, which will improve education and
awareness of Blackstone’s energy efficiency program (Tr. 4 (Blackstone) at 664). Blackstone
has also indicated that it will explore other methods of reaching out to customers, such as bill
inserts (Tr. 4 (Blackstone) at 640-641). Given its small customer base and the relative bill
impact of traditional forms of education, outreach, and marketing on customers, it may not be
appropriate for Blackstone to engage in certain of the statewide initiatives. However,
Blackstone should take advantage of its membership in GasNetworks and participate in
appropriate statewide outreach initiatives. The Department directs Blackstone to seek methods
of education, outreach, and marketing that are at reasonable cost and to provide the
Department with an update on its efforts at the time the other Program Administrators file their
2009 Annual Report.

9. Conclusion

For the reasons stated above, the Department approves Blackstone’s Three-Year Plan
budget and proposal to recover costs associated with its Three-Year Plan, including LBR,

through its LDAC.
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XII. OTHER ISSUES

A. Community Labor United

1. Introduction

CLU is a non-profit organization that advocates for equitable energy efficiency
programs; it has intervened in the following proceedings: National Grid and NSTAR Gas
(D.P.U. 09-121, Petition to Intervene at 1-2; D.P.U. 09-126, Petition to Intervene at 1-2).
CLU’s stated goals are to provide low- and moderate-income families and communities of
color with access to energy efficiency funds and pathways to employment in the energy
efficiency industry (D.P.U. 09-121, Petition to Intervene at 1-2; D.P.U. 09-126, Petition to
Intervene at 1-2). CLU contends that the Three-Year Plans filed by National Grid and NSTAR
Gas are inconsistent with the Council’s approval of the Program Administrators’ respective
Three-Year Plans, because they fail to specify in sufficient detail how they will capture all
energy efficiency and demand reduction resources with regard to: (1) on-bill financing;

(2) community-driven outreach; (3) jobs; (4) equity metrics; and (5) representation on working
groups (CLU Brief at 3-4, citing G.L. c. 25, § 21(b)(1)). Each argument is addressed below.

2. On-Bill Financing

a. Positions of the Parties

i. CLU
CLU argues that the Three-Year Plans must minimize bill impacts on low- to

moderate-income customers and customers of color (CLU Brief at 4). CLU argues that an
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on-bill financing option is necessary to provide moderate income households with equal access
to deep energy retrofits (CLU Brief at 4-6, 17-18).

As support, CLU relies on the Act’s requirement that the Statewide Plan provide for the
“acquisition, with the lowest reasonable customer contribution, of all of the cost-effective
energy efficiency and demand reduction resources that are available from municipalities and
other governmental bodies” (CLU Brief at 4, citing G.L. c. 25, § 21(b)(1)). CLU also relies
on the Council’s pronouncement that “minimizing bill impacts on customers is an essential
consideration and that it is important to minimize upfront financing barriers to implementation
for non-low-income customers” (CLU Brief at 4, citing Three-Year Plan Resolution at 2).
Accordingly, CLU states that the Program Administrators, in their respective Three-Year
Plans, must detail the steps each is taking to implement on-bill financing options (CLU Brief
at 6).

il. Program Administrators and LEAN

As a threshold matter, National Grid and NSTAR Gas note that the Statewide Plan,
unanimously supported by the Council, was explicitly incorporated in their Three-Year Plans
and forms their core (National Grid Reply Brief at 18, citing Exh NG-1; NSTAR Gas Reply
Brief at 14, citing Exh. Common 2). These Program Administrators dismiss any suggestion
that their Three-Year Plans fundamentally differ from the Council-supported Statewide Plan
(National Grid Reply Brief at 18, citing, Exh NG-1; NSTAR Gas Reply Brief at 13).

Regarding on-bill financing, National Grid and NSTAR Gas respond that the

development of on-bill financing options is currently the focus of the Council’s on-bill finance
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working group of which the Program Administrators are members and in which CLU may
participate, if it so chooses (National Grid Reply Brief at 19, citing Exh. AG-1-3; NSTAR Gas
Reply Brief at 14, citing Exh. AG-1-3). Further, the Program Administrators note that, in
preparation for the implementation of on-bill financing options, the Statewide Plan allocates 40
percent of anticipated outside funding to provide capital to customers, which would be repaid
through on-bill or other mechanisms (National Grid Reply Brief at 19-20,

citing Exhs. Common-2 at 63, AG-1-3; NSTAR Gas Reply Brief at 14-15 citing

Exhs. Common-2 at 63, AG-1-6).

LEAN, responding to CLU’s argument that a lack of on-bill financing will provide
moderate income households with unequal access to deep energy retrofits, observes that deep
energy retrofits are scheduled to be tested in several pilot efforts to determine whether they can
be installed cost-effectively (LEAN Reply Brief at 2). Accordingly, LEAN argues that CLU’s
argument is premature because cost-effectiveness issues should be resolved before any
particular financing mechanism is considered (LEAN Reply Brief at 2).

b. Analysis and Findings

Each Program Administrator’s Three-Year Plan incorporates by reference and is,
therefore, consistent with the Statewide Plan.!'” The Council, in its Three-Year Resolution
recognizes the importance of on-bill financing as a means to minimize bill impacts and

provides guidance on how to attain this goal:

7 The Council, including CLU’s nominee, unanimously approved the Statewide Plan.
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We recognize that minimizing bill impacts on customers is an essential
consideration and that it is important to minimize upfront financing barriers to
implementation to non-low-income customers. For these reasons, it will be
crucial for [Program Administrators], the [Council], and all stakeholders to
work together to identify and bring in outside funding for the programs; to
continue to work together to ensure that savings are being delivered efficiently
and cost-effectively; as well as to keep a close eye on program costs.

(Three-Year Plan Resolution at 2). While this provision expresses the Council’s goal
regarding on-bill financing, it does not condition the Council’s approval of the Statewide Plan
or, by extension, the current Three-Year Plans on requiring an on-bill financing component at
this time.

The Council’s on-bill finance working group is currently pursuing the development of
on-bill financing options (National Grid Reply Brief at 19, citing Exh. AG 1-3; NSTAR Gas
Reply Brief at 14, citing Exh. AG 1-7).""® Participation in this working group by Council
members, the Program Administrators and interested stakeholders, including CLU, is
consistent with the goals expressed in the Council’s Three-Year Plan Resolution and is the

appropriate forum to address CLU’s concerns.

3. Community-Driven Outreach
a. Positions of the Parties
i. CLU

CLU maintains that the Three-Year Plans lack sufficient detail on how Program

Administrators will implement community-driven outreach (CLU Brief at 7). CLU bases its

18 We note that we construe the Council’s Resolution to provide a forum not only for the

examination of possible on-bill financing but also exploration of other possible options
that would lead to the stated goal of minimizing upfront financial barriers.
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assertion that such detail is required on (1) the Council’s recognition in the Three-Year Plan
Resolution that community mobilization has the potential to promote higher energy savings,
and (2) the Statewide Plan’s suggestion of a “neighborhood approach to energy efficiency
services” (CLU Brief at 7-8, citing Three-Year Plan Resolution at 1, Exh. Common 2,

at 99, 104). From this, CLU observes that the Three-Year Resolution and Statewide Plan
make community mobilization a priority (CLU Brief at 8). Accordingly, CLU argues that the
Department should require each Program Administrator, working with community
organizations, to carry out at least one pilot program in 2010 and then to adopt the best
practices from these pilots for community mobilization that will serve traditionally underserved
communities and individuals equitably (CLU Brief at 7-8).

il. Program Administrators and LEAN

National Grid NSTAR Gas assert that their respective Three-Year Plans sufficiently
address community-driven outreach efforts (National Grid Reply Brief at 20-21; NSTAR Gas
Reply Brief at 16). In support they state that they have, consistent with the Council’s March
24, 2009 resolution,'” taken note of the importance of education, marketing, and community
outreach, to achieving the significant goals of the Statewide Plan (National Grid Reply Brief
at 20; NSTAR Gas Reply Brief at 16). National Grid and NSTAR Gas also note that they have

120

formed partnerships with the Green Justice Coalition " to explore the potential for a

1o In this resolution, the Council set forth its priorities to guide the development,

implementation and evaluation of Program Administrators’ energy efficiency plans.

120 The Green Justice Coalition was both convened and is staffed by CLU:; it consists of

42 community groups, labor unions, and environmental and faith-based organizations
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community-outreach pilot program (National Grid Reply Brief at 20-21; NSTAR Gas Reply
Brief at 16). LEAN argues that community-outreach programs have been scheduled only for a
limited number of pilot programs because past experience has shown that this is not a proven
strategy (LEAN Reply Brief at 2).

b. Analysis and Findings

CLU argues that the Department should require the Program Administrators to carry
out a pilot community mobilization program in 2010 and incorporate the best practices from
the pilot in future community mobilization programs to reach underserved communities and
individuals (CLU Brief at 8). In relevant part, the Statewide Plan provides that the Program
Administrators will

explore a new pilot collaborative with community-based organizations that have

long-standing relationships with homeowners, tenants and small businesses in

economically marginalized communities, to assess the feasibility of a community

mobilization outreach model that implements a neighborhood approach to
energy efficiency services

(Exh. Common 2, at 104). Further, in its Three-Year Plan Resolution, the Council states that
it anticipates that, if “executed faithfully, the 2010-2012 efficiency plans will. . . address
long-standing challenges like . . . community mobilization” (Three-Year Plan Resolution at 1).
Similar to the on-bill financing provisions above, these provisions express worthy goals. They
are not, however, components of the Council-approved Statewide Plan with which the

Three-Year Plans are required to comply. Nonetheless, National Grid and NSTAR Gas

working to promote a sustainable, equitable, and clean energy economy in
Massachusetts (CLU Petition to Intervene at 2).
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represent that they have initiated a partnership with the Green Justice Coalition to explore a
community-outreach pilot program, as advocated by CLU (National Grid Reply Brief at 20-21;
NSTAR gas Reply Brief at 16). The Goals of the Green Justice Coalition partnership and of
the Council resolution are consistent. CLU’s participation in this partnership is the appropriate

forum to address its concerns.

4. Job Creation
a. Positions of the Parties
i. CLU

CLU argues that the proposed Three-Year Plans fail to provide sufficient detail on how
Program Administrators will ensure that economic development, job creation or job retention
benefits will accrue to low- and moderate-income neighborhoods (CLU Brief at 8, 13). In
support of its argument that such detail is required, CLU asserts that G.L. c. 25, § 21(b)(2)
and the Council’s Three-Year Plan Resolution emphasize that the Three-Year Plans must
include an analysis of their economic and workforce development impacts and describe issues
regarding job creation and job tracking (CLU Brief at 8-9, 10-11). Additionally, CLU asserts
that the Statewide Plan “emphasize[s] the importance of developing ‘a diverse and well-trained
workforce capable’ of providing energy efficiency program services while maintaining high
quality and safety standards” (CLU Brief at 9, citing Exh. Common 2, at 20, 105). Thus,
CLU proposes that the Department require Program Administrators to develop and implement

a mechanism to ensure that workers from underrepresented communities are hired and given
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access to an equitable share of the economic benefits that will flow from expanded public and
ratepayer energy efficiency investments (CLU Brief at 12).

il. Program Administrators and LEAN

National Grid and NSTAR Gas acknowledge the importance of the Act’s directive that
energy efficiency plans include estimates of any job retention, job growth or economic
development benefits associated with the plans (National Grid Reply Brief at 21, citing
G.L. c. 25, § 21(b)(2)(viii); NSTAR Gas Reply Brief at 17, citing G.L. c. 25,

§ 21(b)(2)(viii)). To further this policy goal, the Program Administrators state that they
encourage and expect their respective vendors and other entities performing energy efficiency
services related to their programs to be responsible for and ensure that their staffs receive the
necessary training and skills required to perform at exemplary levels in terms of industry
knowledge, building science knowledge, quality workmanship and performance (National Grid
Reply Brief at 21-22, citing Exh. Common-2 at 103; NSTAR Gas Reply Brief at 17-18,
citing Exh. CLU-1-16). Moreover, National Grid and NSTAR Gas state that they: (1) will
cooperate with DOER and other state agencies interested in job training and workforce
development over the three-year term of the plans; (2) will partner with training programs to
ensure that the experience of trainers and curriculum allow for the continued quality delivery
of existing programs; and (3) support and allocate funds for workforce growth and training
initiatives in their Three-Year Plans (National Grid Reply Brief at 22, citing Exh. Common-2,
at 232-234, 284; NSTAR Gas Reply Brief at 18, citing Exh. CLU-1-16). Accordingly, the

Program Administrators assert that their respective Three-Year Plans account for the
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development of an adequate and well-trained workforce to meet growing customer needs
resulting from the aggressive savings goals (National Grid Reply Brief at 22; NSTAR Gas
Reply Brief at 17-18).

LEAN takes issue with CLU’s suggestion that the Department take on a supervisory
role over wages and labor practices of energy efficiency workers (LEAN Reply Brief at 3).
LEAN asserts that the supervision of energy efficiency workers’ wages and oversight of fair
labor practices resides with existing authorities, including the United States Department of
Labor (LEAN Reply Brief at 3). LEAN argues that it is not the Department’s role, or even the
role of the Program Administrators, to mandate a wage for energy efficiency workers (LEAN
Reply Brief at 3).

b. Analysis and Findings

The Green Communities Act requires that Program Administrators submit plans to the
Council that include “any estimated economic benefits for such [energy efficiency] projects,
including job retention, job growth or economic development. . . .” G.L. c. 25,

§ 21(b)(2)(viii). The Statewide Plan states that “the program designs reflect comprehensive
strategies that provide for. . . an expanded, diverse, and well-trained workforce. . . .”

(Exh. Common 2, at 105). In approving the Statewide Plan, the Council stated that it expects
that Program Administrators “will continue to strive . . . to support training and career
development to create a sufficient, skilled, and more diversified workforce” (Three-Year

Resolution at 2). To this end, the Program Administrators represent that they will cooperate

and partner with DOER and other state agencies to further job training and workforce
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development over the three-year term and have allocated funds for these initiatives in their
respective Three-Year Plans (National Grid Reply Brief at 22, citing Exh. Common-2,
at 232-234, 284; NSTAR Gas Reply Brief at 18, citing Exh. CLU 1-16).

The Statewide Plan reflects comprehensive strategies for an expanded, diverse, and
well-trained workforce and the Council, as stated in its Three-Year Plan Resolution, fully
expects the Program Administrators to pursue these initiatives. The record reflects a
commitment on behalf of the Program Administrators to partner with the appropriate entities in
pursuit of this goal. The Department finds that the issues relating to job creation have been
appropriately addressed by: (1) the Council’s approval of the Statewide Plan and its
incorporation in the Three-Year Plans and (2) the commitment of the Program Administrators
to pursue job training and workforce development programs that include the communities and
individuals identified by CLU.

5. Equity Metrics

a. Positions of the Parties

i. CLU
CLU maintains that the Three-Year Plans fail to sufficiently detail how the Program
Administrators will track equity impacts associated with the public and ratepayer investments
in energy efficiency programs (CLU Brief at 13). In support of its position that such tracking
is required, CLU argues that because the Green Communities Act requires the Department to
“ensure that program costs are collected, allocated and distributed in a cost-effective, fair and

equitable manner,” the proposed Three-Year Plans must, therefore, track the collection,
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allocation, and distribution of program costs and determine whether this has been done in a fair
and equitable manner (CLU Brief at 13, citing G.L. c. 25, § 21(d)(2)). To accomplish this
end, CLU asserts that the Three-Year Plans need to include a means to verify the fairness and
equity of the plans as implemented and proposes that Program Administrators be required to
collect information about race, ethnicity, foreign language, and age of participants and
workers, education or participants, and gender of workers (CLU Brief at 13-16, 20-21).

il. Program Administrators and LEAN

National Grid and NSTAR Gas take exception to CLU’s criticism that the Three-Year
Plans fail to provide sufficient detail regarding their tracking of equity impacts (National Grid
Reply Brief at 22; NSTAR Gas Reply Brief at 18). National Grid asserts that the Statewide
Plan satisfies the mandates of the Green Communities Act and the Department’s Orders in
D.P.U. 08-50-A and D.P.U. 08-50-B and address equity issues to the extent appropriate under
the Act (National Grid Reply Brief at 22). National Grid and NSTAR Gas argue that the
equity issues raised by CLU (i.e., specifics related to wages, tracking customer racial and
ethnic data, and new equity metrics) are not required by the Green Communities Act and, in
some instances, may impinge on the jurisdictions of other agencies such as the United States
Department of Labor (National Grid Reply Brief at 22-23; NSTAR Gas Reply Brief at 18).
National Grid and NSTAR Gas state that CLU should pursue its equity tracking interests
through its continued participation in the Council process and, in particular, through the
Council’s sub-committee on equity issues (National Grid Reply Brief a 22-23; NSTAR Gas

Reply Brief at 18-19).
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LEAN contends that CLU’s proposal to track demographic data (i.e., race, ethnicity,
language age, gender, and education) is overbroad, assumes discrimination for which there is
no evidence, and could slow down the delivery of efficiency services to the communities about
which CLU is concerned (LEAN Reply Brief at 3-4). LEAN also notes that the Council’s
sub-committee on equity issue is the appropriate forum to discuss such issues and explore
questions of data collection (LEAN Reply Brief at 4).

b. Analysis and Findings

The Green Communities Act provides that the Department “shall approve a fully
reconciling funding mechanism . . . to ensure that program costs are collected, allocated and
distributed in a cost-effective, fair and equitable manner.” G.L. c. 25, § 21(d)(2). Further,
the Green Communities Act specifies that, once the program costs have been collected, these
program funds are to be allocated to the low-income, residential and commercial and industrial
classes in proportion to each class’ contribution to the funds.”" G.L. c. 25, § 19(c);
see also Guidelines § 3.2.2.1. Finally, Program Administrators are required to propose and
the Department is required to review a fully reconciling funding mechanism that collects and
allocates costs as specified above. G.L. c. 25, §§ 21(b)(2), 21(d)(2).

We find nothing in the Green Communities Act that would obligate Program
Administrators to gather data and report on the income, race, ethnicity, age, foreign language,

geography, or residency of the households and communities that are receiving energy

121 The Green Communities Act further provides that at least ten percent of the electric

funds be allocated to the low-income sector and 20 percent of gas funds be allocated to
the low-income sector. G.L. c. 25, § 19(¢c).
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efficiency benefits and the individuals, including their wages, employed as a result of the
energy efficiency programs (see CLF Brief at 15-16). We note that the Council has convened

a sub-committee on equity issues and encourage CLU to pursue its equity tracking issues in

that forum.
6. Representation on Working Groups
a. Positions of the Parties
i. CLU

CLU asserts that the Three-Year Plans fail to provide sufficient detail on how
representatives of low- to moderate-income customers, communities of color, and workers will
be represented at the Program Administrators’ “best practices” and other working groups
(CLU Brief at 16). To remedy this, CLU suggests that the Department require that the
following stakeholder groups be included in working groups going forward: (1) residents of
low- and moderate-income communities; (2) residents of environmental justice communities;
(3) tenants; (4) workers and unions; (5) and environmental justice advocates (CLU Brief
at 16-17).

il. Program Administrators and LEAN

National Grid, NSTAR Gas, and LEAN state that the “best practices” working group is
not a Program Administrator-sponsored group, rather the group was established by LEAN and
continues to be managed by LEAN (National Grid Reply Brief at 23-24; NSTAR Gas Reply
Brief at 20; LEAN Reply Brief at 4). The Program Administrators and LEAN note that this

working group includes representatives from the various Program Administrators, LEAN, the
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Weatherization Assistance Program (“WAP”), the Department of Housing and Community
Development, and the various Community Action Program agencies (National Grid Reply
Brief at 24; NSTAR Gas Reply Brief at 20; LEAN Reply Brief at 4). Further, The Program
Administrators and LEAN observe that CLU testified that it admires LEAN’s work in serving
WAP-eligible customers (National Grid Reply Brief at 24, citing Tr. 2, at 281; NSTAR Gas
Reply Brief at 20-21, citing Tr. 2, at 281; LEAN Reply Brief at 4, citing Tr. 2, at 281).
Because of CLU’s expressed approval of the efforts taken to serve WAP-eligible customers,
the Program Administrators and LEAN state that it is not clear what legitimate concerns CLU
has with the best practices working group (National Grid Reply Brief at 24; NSTAR Gas Reply
Brief at 21; LEAN Reply Brief at 4).

b. Analysis and Findings

The working groups convened by the Department under the auspices of D.P.U. 08-50
have been widely noticed and open to the participation of all interested persons. The
dedication of the participants has been welcome and appreciated. We encourage the active
participation of all stakeholders, including CLU, in the future working groups to be convened
by the Department (i.e., Bill Impact Working Group, Annual Report Working Group). We
encourage the Council and all stakeholders to work with CLU and permit its participation in
any working group for which it has expressed an interest. We recognize that the value of the
recommendations produced by any working group depend, in part, on the diverse nature of its

membership.
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B. New England Gas Company

NEGC submitted two separate Three-Year Plans, one for each of its service areas. For
administrative efficiency, the Department finds that it is appropriate for NEGC to submit one
filing that includes both of its service areas for all future Three-Year Plans, Annual Reports,
and any midterm modifications.

XIII. SUMMARY AND CONCLUSION

The Green Communities Act requires the Department to ensure that each Program
Administrator’s Three-Year Plan provides for the acquisition of all available energy efficiency
and demand reduction resources that are cost-effective. G.L. c. 25, § 21. In this Order, the
Department finds that each Program Administrator’s Three-Year Plan includes goals regarding
the acquisition of cost-effective energy efficiency resources that are reasonable and consistent
with the statewide goals established by the Council. The Department further finds that each
Program Administrator (1) calculated the cost-effectiveness of the programs included in its
Three-Year Plan consistent with the Guidelines, and (2) demonstrated the cost-effectiveness of
its programs'** (see Section V.C.2). Based on the above, and in consideration of the other
findings contained in this Order, the Department finds that each Program Administrator’s
Three-Year Plan appropriately provides for the acquisition of all energy efficiency and demand

reduction resources that are cost-effective or less expensive than supply.

122 To ensure the reliability of the benefits included in the cost-effectiveness analyses, the

Department directed the Program Administrators to develop improved values for
(1) non-resource benefits, and (2) free ridership and spillover effects
(see Sections V.C.2.b, IX.C.4).
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The Green Communities Act also requires the Department to make specific findings
regarding the budget included in each Program Administrator’s Three-Year Plan. G.L. c. 25,
§§ 19(a), 19(c), 21(b)(2). Consistent with these requirements, in this Order the Department
finds that each Program Administrator’s Three-Year Plan: (1) is designed to minimize
administrative costs to the fullest extent practicable,'* (2) includes a budget for low-income
programs that exceeds the statutory minimum of twenty percent; (3) uses competitive
procurement to the fullest extent practicable; and (4) includes a sufficient budget for pilot
programs for 2010 and 2011 to carry out energy efficiency research and development activities
(see Sections V.C.1.b through V.C.1.g)."** Accordingly, subject to the findings and conditions
contained herein, the Department approves the proposed budgets for the Three-Year Plans.

The Green Communities Act identifies the sources through which energy efficiency
programs can be funded and requires each Program Administrator to allocate dollars from
these funding sources to customer classes in proportion to their contribution to those funds.
G.L. c. 25, §§ 19(a), (c). With regard to outside funding, the Department concludes that the
Program Administrators took sufficient action regarding the identification of outside funding

for program year 2010.

123 To enable the Department to more effectively compare administrative costs on a

statewide level, the Department directed the Program Administrators to develop
consistent statewide program planning and administrative cost categories
(see Section V.C.1.b).

124 The Department will address proposed pilot program budgets for 2012 after we receive

additional information (see Section V.C.1.g).
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The Green Communities Act allows the Program Administrators to collect additional
funding from ratepayers to implement energy efficiency programs. G.L. c. 25, § 19(b). The
Department finds that: (1) the bill impacts associated with each Three-Year Plan are well
within the range of what we consider to be reasonable, particularly when taking into
consideration the significant benefits provided by energy efficiency resources; and (2) each
Program Administrator took sufficient action regarding the identification of outside funding
during 2010 (see Sections VI.C.2, VII). Accordingly, the Department finds that each Program
Administrator may recover additional funds necessary to implement the proposed budgets
approved herein through an EES (see Section VI.C.1). For 2011 and 2012, we direct the
Program Administrators to submit documentation regarding their efforts to secure outside
funding for those years, in compliance with the Green Communities Act (see Section VI.C.2).

Finally, the Green Communities Act provides that Program Administrators may earn a
performance incentive based on their success in meeting or exceeding specified goals.

G.L. c. 25, § 21(b)(2). In this Order, the Department approves most aspects of the
performance incentive mechanism proposed by the Program Administrators. However, the
Department directs the Program Administrators to work further with the Council to develop
(1) a revised method of allocating the statewide incentive pool to each Program Administrator
for program years 2011 and 2012,'” and (2) revised performance metrics that are consistent

with the principles included in the Guidelines (see Section VIII). In addition, the Department

12 The Department accepted the proposed allocation method for 2010 (see Section

VIIL.E.2.d).
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directs the Program administrators to include a cap of 125 percent on (1) the total incentive
each Program Administrator can receive during 2011 and 2012, and (2) the incentive each
Program Administrator can receive through each component of the mechanism for the years
2010 through 2012 (see Section VIII.E.4).

Based on the above findings and subject to the conditions contained herein, we conclude
that each Program Administrator’s Three-Year Plan is consistent with the Green Communities
Act, the Guidelines, and Department precedent. Accordingly, subject to the modifications and
directives included herein, the Department approves each Program Administrator’s Three-Year
Plan.

XIV. ORDER

Accordingly, after due notice, hearing, and consideration, it is:

ORDERED: That the energy efficiency plan for calendar years 2010 through 2012
filed by Boston Gas Company, Colonial Gas Company, and Essex Gas Company, each d/b/a
National Grid is APPROVED, subject to the exceptions and conditions contained herein, and it
is

FURTHER ORDERED: That the energy efficiency plan for calendar years 2010

through 2012 filed by New England Gas Company - Fall River Service Area is APPROVED,
subject to the exceptions and conditions contained herein, and it is

FURTHER ORDERED: That the energy efficiency plan for calendar years 2010

through 2012 filed by New England Gas Company - North Attleboro Service Area is

APPROVED, subject to the exceptions and conditions contained herein, and it is
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FURTHER ORDERED: That the energy efficiency plan for calendar years 2010

through 2012 filed by The Berkshire Gas Company is APPROVED, subject to the exceptions
and conditions contained herein, and it is

FURTHER ORDERED: That the energy efficiency plan for calendar years 2010

through 2012 filed by Bay State Gas Company is APPROVED, subject to the exceptions and
conditions contained herein, and it is

FURTHER ORDERED: That the energy efficiency plan for calendar years 2010

through 2012 filed by NSTAR Gas Company is APPROVED, subject to the exceptions and
conditions contained herein, and it is

FURTHER ORDERED: That the energy efficiency plan for calendar years 2010

through 2012 filed by Fitchburg Gas and Electric Light Company, d/b/a Unitil (gas division) is
APPROVED, subject to the exceptions and conditions contained herein, and it is

FURTHER ORDERED: That the energy efficiency plan for calendar years 2010

through 2012 filed by Blackstone Gas Company is APPROVED, subject to the exceptions and

conditions contained herein, and it is
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FURTHER ORDERED: That Boston Gas Company, Colonial Gas Company, Essex

Gas Company, each d/b/a National Grid, New England Gas Company - Fall River Service
Area, New England Gas Company — North Attleboro Service Area, The Berkshire Gas
Company, Bay State Gas Company, NSTAR Gas Company, Fitchburg Gas and Electric Light
Company, d/b/a Unitil (gas division), and Blackstone Gas Company shall comply with all

other directives contained in this Order.

By Order of the Department,

/s/
Paul J. Hibbard, Chairman

/s/
Tim Woolf, Commissioner

/s/
Jolette A. Westbrook, Commissioner
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XV. TABLES
A. Table 1: Statewide Program Energy Savings
Table 1: Statewide Energy Savings Goals, by Program (Annual Therms)
2010 2011 2012 2010-2012
Class/Program
Therms | % Therms | % Therms | % Therms | %
Residential Programs
New Construction & Major Renovation{ 587,146 9% 692,177 8% 855,061 8% 2,134,385 8%
Heating and Water Heating 3,313,362 51% 4,649,730 50% 5,299,721 47% | 13,262,815 49%
Weatherization Program 1,144,567 18% 1,588,558 17% 1,878,102 17% 4,611,227 17%
Multifamily Retrofit 355,271 5% 490,127 5% 683,524 6% 1,528,923 6%
O Power 1,096,850 17% 1,800,000 20% 2,640,000 23% 5,536,850 20%
Residential Total 6,499,797 [100% | 9,223,192 |100% | 11,359,009 | 100% | 27,081,998 | 100%
Low-Income Programs
Single Family Retrofit 520,011 57% 588,854 54% 799,834 57% 1,908,699 56%
Muilti-Family Retrofit 392,091 43% 494,910 46% 605,971 43% 1,492,973 44%
Low-Income Total 912,361 100% | 1,084,023 |[100% | 1,406,063 | 100% 3,402,448 | 100%
Commercial & Industrial Programs
New Construction & Major Renovation| 1,965,768 32% 2,519,121 29% 3,255,026 27% 7,739,916 29%
C&I Retrofit 3,990,243 65% 5,872,581 67% 8,175,745 69% | 18,038,570 67%
C&I Direct Install 221,348 4% 383,990 4% 486,980 4% 1,092,318 4%
Commercial & Industrial Total 6,181,754 | 100% | 8,780,086 |100% | 11,922,146 | 100% | 26,883,987 | 100%
Grand Total
Residential Total 6,499,797 48% 9,223,192 48% | 11,359,009 46% | 27,081,998 47%
Low-Income Total 912,361 7% 1,084,023 6% 1,406,063 6% 3,402,448 6%
Commercial & Indsutrial Total 6,181,754 45% 8,780,086 46% | 11,922,146 48% | 26,883,987 47%
GRAND TOTAL 13,593,912 | 100% | 19,087,301 |[100% | 24,687,219 | 100% | 57,368,432 | 100%

! Blackstone's savings are included in the sector level totals.

Sources: Exhs. Common 28 Supp. (December 21, 2009); Blackstone-9, Blackstone-10;

Blackstone-11.
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B. Table 2: Program Administrator Energy Savings
Table 2: Program Administrator Energy Savings Goals, by Sector (Annual Therms)
Program Administrator/Class 2010 2011 2012 2010-2012
National Grid
Residential 3,834,151 6,377,204 7,887,597 18,098,952
Low-Income 401,942 495,964 659,282 1,557,188
Commercial & Industrial 3,005,785 4,665,902 6,025,986 13,697,674
Total 7,241,878 11,539,070 14,572,864 33,353,813
NEGC-FR
Residential 98,721 111,134 120,948 330,803
Low-Income 27,986 31,698 35,323 95,007
Commercial & Industrial 154,534 196,367 252,560 603,461
Total 281,241 339,199 408,831 1,029,271
NEGC-NA
Residential 12,438 12,958 13,980 39,375
Low-Income 3,988 4,031 4,724 12,743
Commercial & Industrial 24,991 29,814 31,071 85,875
Total 41,417 46,802 49,774 137,993
Berkshire
Residential 208,196 239,306 274,869 722,371
Low-Income 42,915 50,498 57,597 151,010
Commercial & Industrial 211,626 239,412 268,874 719,911
Total 462,737 529,217 601,339 1,593,292
Bay State
Residential 1,001,640 1,209,046 1,390,762 3,601,448
Low-Income 216,010 246,014 277,723 739,748
Commercial & Industrial 1,608,632 1,811,942 2,056,412 5,476,986
Total 2,826,282 3,267,003 3,724,898 9,818,183
NSTAR Gas
Residential 1,321,467 1,238,099 1,622,235 4,181,801
Low-Income 209,984 243,312 356,164 809,460
Commercial & Industrial 1,071,401 1,702,333 3,103,456 5,877,190
Total 2,602,852 3,183,744 5,081,855 10,868,451
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Table 2: Program Administrator Energy Savings Goals, by Sector (Annual Therms) (continued)

Program Administrator/Class 2010 2011 2012 2010-2012

Unitil

Residential 20,584 32,845 46,020 99,449

Low-Income 9,278 12,246 14,991 36,515

Commercial & Industrial 100,390 129,922 179,393 409,704

Total 130,252 175,013 240,404 545,668
Blackstone

Residential 2,600 2,600 2,600 7,800

Low-Income 259 259 259 777

Commercial & Industrial 4,395 4,395 4,395 13,185

Total 7,254 7,254 7,254 21,762
Grand Total

Residential 6,499,797 9,223,192 11,359,009 27,081,998

Low-Income 912,361 1,084,023 1,406,063 3,402,448

Commercial & Industrial 6,181,754 8,780,086 11,922,146 26,883,987

GRAND TOTAL 13,593,912 19,087,301 24,687,219 57,368,432

Sources: Exhs. Common 28 Supp. (December 21, 2009); Blackstone-9, Blackstone-10;

Blackstone-11.
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Table 3: Statewide Program Budgets, by Sector ($)1

Class/Program 2010 2011 2012 2010-2012
$ | % $ | % $ | % $ | %
Residential Programs
New Construction & Major Renovation 5,355,506 11% 6,202,615 9% 7,506,710 10% 19,064,831 10%
Heating and Water Heating 16,778,022 35% 22,977,467 35% 26,243,228 33% 65,998,718 34%
MassSAVE 3,656,673 8% 4,619,149 7% 5,960,164 8% 14,235,986 7%
Weatherization 13,563,805 28% 19,301,673 29% | 22,646,403 29% 55,511,882 29%
Multifamily Retrofit 2,643,579 5% 3,580,213 5% 487,687 1% 6,711,479 3%
O Power 2,643,579 5% 1,970,866 3% 3,249,978 4% 7,864,423 4%
Programs Total 44,641,164 2% 58,651,983 89% 66,094,170 84% 161,522,896 84%
Pilot Programs Total 1,434,880 3% 1,677,164 3% 1,350,148 2% 4,462,192 2%
Hard-to-Measure Initiatives Total 1,312,781 3% 1,543,381 2% 1,779,969 2% 4,636,131 2%
Residential Total’ 48,597,292 100% 65,567,132 100% | 78,419,467 100% | 192,583,893 100%
Low-Income Programs
Single Family Retrofit 11,852,996 71% 14,954,073 70% 19,714,279 71% 46,521,349 71%
MuiltiFamily Retrofit 4,059,973 24% 5,607,237 26% 6,835,339 25% 16,502,550 25%
Programs Total 15,912,969 96% 20,561,310 9%6% | 26,549,618 96% 63,023,899 96%
Hard-to-Measure Initiatives Total 631,235 4% 765,501 4% 942,834 3% 2,339,569 4%
Low-Income Total® 16,642,313 100% 21,431,516 100% | 27,629,985 100% 65,675,856 100%
Commercial & Industrial Programs
New Construction & Major Renovation 7,798,265 34% 9,987,464 32% 13,021,411 30% 30,807,141 32%
C&I Retrofit 11,377,596 49% 15,822,584 51% | 23,198,938 54% 50,399,119 52%
C&I Direct Install 606,025 3% 1,009,088 3% 1,292,577 3% 2,907,690 3%
Workforce Development 128,018 1% 128,187 0% 127,194 0% 383,399 0%
Programs Total 19,909,904 86% 26,947,323 87% 37,640,120 88% 84,497,349 87%
Pilot Program Total 560,779 2% 864,338 3% 862,625 2% 2,287,742 2%
Hard-to-Measure Initiatives Total 809,326 3% 977,976 3% 1,160,477 3% 2,947,779 3%
Commercial & Industrial Total’ 23,132,413 100% 31,081,850 100% | 42,814,724 100% 96,803,483 100%
Grand Total
Residential Total 48,597,292 55% 65,567,132 56% 78,419,467 53% 192,583,893 54%
Low-Income Total 16,642,313 19% 21,431,516 18% | 27,629,985 19% 65,675,856 18%
Commercial & Indsutrial Total 23,132,413 26% 31,081,850 26% | 42,814,724 29% 96,803,483 27%
GRAND TOTAL 88,372,017 100% 118,080,499 100% | 148,864,177 100% | 355,063,230 100%

! Due to Program Administrator revisions, the Grand Total will not equal the Statewide total
% LBR is included at the sector level

Source: Exh. Common 2, at 66-71.
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D. Table 4: Statewide Pilot Budgets
Table 4: Statewide Pilot Program Budgets, by Sector ®"
Class/Pilot Program | 2010 2011 2012 2010-2012
Residential
Deep Energy Retrofit 882,283 1,037,689 676,297 2,596,269
Building Practices and Demonstration 196,420 262,366 273,900 732,686
Energy Analysis: Internet Audit Program 229,797 250,729 273,571 754,097
Community Based Pilots 126,380 126,380 126,380 379,140
Total Residential Pilots Budget 1,434,880 1,677,164 1,350,148 4,462,192
% of Total Residential Budget 3.0% 2.6% 1.7% 2.3%
Commercial & Industrial
Business Energy Analyzer 234,495 356,550 511,205 1,102,250
Deep Energy Retrofit 326,284 507,788 351,420 1,185,492
Total C&I Pilots Budget 560,779 864,338 862,625 2,287,742
% of Total C&I Budget 2.4% 2.8% 2.0% 2.4%
Grand Total
Residentail Total 1,434,880 1,677,164 1,350,148 4,462,192
C&l Total 560,779 864,338 862,625 2,287,742
GRAND TOTAL 1,995,659 2,541,502 2,212,773 6,749,934
% of Total Budget 2.3% 2.2% 1.5% 1.9%

! Due to Program Administrator revisions, the Grand Total will not equal the Statewide total

Source: Exh. Common 2, at 66-71.
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E. Table 5: Statewide Hard-to-Measure Initiative Budgets
Table 5: Statewide Hard-to-Measure Initiative Budgets, by Sector ($)"
Class/Initiative 2010 | 2011 2012 2010-2012
Residential
Workforce Development 106,163 109,338 108,802 324,303
Statewide Marketing & Education 364,010 446,085 518,201 1,328,296
EEAC Consultants 490,298 632,726 796,166 1,919,190
DOER Assessment 352,310 355,232 356,800 1,064,342
Total Residential Initiatives 1,312,781 1,543,381 1,779,969 4,636,131
% of Total Residential Budget 2.7% 2.4% 2.3% 2.4%
Low-Income
Statewide Marketing & Education 170,698 209,644 263,755 644,097
Low-Income Energy Affordability Network Funding 317,782 412,657 535,089 1,265,528
DOER Assessment 142,755 143,200 143,990 429,945
Total Low-Income Initiatives 631,235 765,501 942,834 2,339,570
% of Total Low-Income Budget 3.8% 3.6% 3.4% 3.6%
Commercial & Industrial
Statewide Marketing & Education 191,343 254,102 342,283 787,728
EEAC Consultants 307,003 411,129 503,015 1,221,147
DOER Assessment 310,980 312,745 315,179 938,904
Total Commercial & Industrial Initiatives 809,326 977,976 1,160,477 2,947,779
% of Total C&I Budget 3.5% 3.1% 2.7% 3.0%
Grand Total
Residentail Total 1,312,781 1,543,381 1,779,969 4,636,131
Low-Income Total 631,235 765,501 942,834 2,339,570
C&I Total 809,326 977,976 1,160,477 2,947,779
GRAND TOTAL 2,753,342 3,286,858 3,883,280 9,923,480
% of Total Budget 3.1% 2.8% 2.6% 2.8%

! Due to Program Administrator revisions, the Grand Total will not equal the Statewide total

Source: Exh. Common 2, at 66-71.
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F. Table 6: Program Administrator Budget, by Sector

Table 6: Program Administrator Budgets, by Sector
Program 2010 2011 2012 2010-2012

Administrator $ $ $ $
National Grid

Residential 26,155,050 38,165,992 44,519,426 108,840,467

Low-Income 9,813,591 13,244,099 17,079,683 40,137,373

C&l 12,594,318 18,170,587 23,700,789 54,465,694

Total 48,562,958 69,580,678 85,299,898 203,443,534
NEGC-FR

Residential 879,866 932,972 984,560 2,797,398

Low-Income 344,601 388,923 425,248 1,158,862

C&l 503,652 567,186 657,376 1,728,214

Total 1,728,209 1,889,081 2,067,184 5,684,475
NEGC-NA

Residential 94,171 98,930 107,371 300,471

Low-Income 43,591 44,145 50,344 138,080

C&l 77,804 85,367 79,451 242,622

Total 215,565 228,442 237,166 681,174
Berkshire

Residential 1,755,135 1,984,589 2,239,621 5,979,345

Low-Income 501,050 584,077 652,065 1,737,193

C&l 813,882 902,609 1,035,462 2,751,953

Total 3,070,067 3,471,275 3,927,149 10,468,491
Bay State

Residential 8,226,001 9,595,509 10,910,031 28,731,542

Low-Income 2,949,131 3,426,841 3,939,144 10,315,116

C&l 4,750,607 5,374,939 6,266,377 16,391,922

Total 15,925,739 18,397,289 21,115,551 55,438,579
NSTAR Gas

Residential 9,131,650 11,215,488 14,668,004 35,015,142

Low-Income 3,162,044 3,692,308 5,292,740 12,147,092

C&l 4,062,072 5,031,089 9,619,253 18,712,414

Total 16,355,766 19,938,885 29,579,997 65,874,648
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Table 6: Program Administrator Budgets, by Sector (continued)
Program 2010 2011 2012 2010-2012
Administrator $ $ $ $
Unitil
Residential 232,412 328,118 401,340 961,870
Low-Income 141,431 179,325 212,995 533,751
C&l 314,976 420,884 561,390 1,297,250
Total 688,819 928,326 1,175,725 2,792,871
Blackstone
Residential 29,330 25,936 25,936 81,202
Low-Income 9,878 8,686 8,686 27,250
C&l 5,942 5,528 5,528 16,998
Total 45,150 40,150 40,150 125,450
Grand Total'
Residential 46,503,614 62,347,534 73,856,289 182,707,437
Low-Income 16,965,408 21,568,404 27,660,905 66,194,718
C&l 23,123,252 30,558,189 41,925,627 95,607,068
GRAND TOTAL | 86,592,274 114,474,126 143,442,821 344,509,222

! Due to Program Administrator revisions, the Grand Total will not equal the Statewide total
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Sources: Exhs. National Grid, D.P.U. 08-50 Table Update Supp. II, IV.C. Gas PA Budgets;
NEGC-FR, D.P.U. 08-50 Table Update Supp. II, IV.C. Gas PA Budgets; NEGC-NA,
D.P.U. 08-50 Table Update Supp. II, IV.C. Gas PA Budgets; Berkshire, D.P.U. 08-50 Table
Update Supp. II, IV.C. Gas PA Budgets; Bay State, D.P.U. 08-50 Table Update Supp. II,
IV.C. Gas PA Budgets; Unitil, D.P.U. 08-50 Table Update Supp. II, IV.C. Gas PA Budgets;
Blackston, Supp. at 1-3
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G. Table 7: Program Administrator Program Planning & Administration Costs

Table 7: Program Administrator Program Planning & Administration Costs, by Sector

Program Administrator/Class

2010

2011

2012

PP&A Costs | % of Budget

PP&A Costs | % of Budget

PP&A Costs | % of Budget

National Grid

Residential 2,154,214 10% 2,571,617 8% 2,949,804 8%
Low-Income 1,734,701 19% 2,434,051 19% 3,007,781 19%
Commercial & Industrial 1,965,337 18% 2,297,338 14% 2,668,154 12%
Total 5,854,251 14% 7,303,007 12% 8,625,739 11%
NEGC-FR
Residential 164,396 25% 146,197 20% 150,414 19%
Low-Income 41,538 13% 42,537 12% 43,715 11%
Commercial & Industrial 155,505 37% 159,345 33% 164,160 30%
Total 361,438 26% 348,078 22% 358,290 21%
NEGC-NA
Residential 7,681 10% 10,901 14% 11,408 13%
Low-Income 2,475 6% 2,903 7% 2,937 6%
Commercial & Industrial 17,234 27% 18,719 26% 18,741 28%
Total 27,390 15% 32,523 17% 33,086 17%
NEGC total
Residential 172,077 14% 157,098 11% 161,822 10%
Low-Income 44,013 9% 45,440 8% 46,652 8%
Commercial & Industrial 172,738 31% 178,064 28% 182,902 26%
Total 388,828 17% 380,602 15% 391,376 14%
Berkshire
Residential 180,545 15% 181,745 13% 177,552 11%
Low-Income 59,242 13% 61,140 11% 59,984 10%
Commercial & Industrial 107,786 19% 108,510 17% 103,901 15%
Total 347,574 15% 351,395 14% 341,437 12%
Bay State
Residential 781,758 11% 823,595 10% 825,248 9%
Low-Income 270,542 9% 293,001 9% 297,212 8%
Commercial & Industrial 601,044 14% 623,009 13% 632,832 11%
Total 1,653,344 12% 1,739,605 10% 1,755,292 9%
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Table 7: Program Administrator Program Planning & Administration Costs, by Sector (continued)
2010 2011 2012
Program Administrator/Class
PP&A Costs | % of Budget | PP&A Costs | % of Budget | PP&A Costs | % of Budget
NSTAR Gas
Residential 920,428 13% 1,011,367 12% 1,203,749 11%
Low-Income 312,047 10% 352,240 10% 436,533 8%
Commercial & Industrial 642,151 2% 706,975 19% 823,582 11%
Total 1,874,626 15% 2,070,582 13% 2,463,864 10%
Unitil
Residential 31,104 17% 41,138 15% 37,565 11%
Low-Income 22,468 17% 27,196 16% 31,706 16%
Commercial & Industrial 23,895 10% 31,661 10% 46,166 11%
Total 77,467 14% 99,995 13% 115,437 12%
Grand Total'
Residential 4,240,125 11% 4,786,559 9% 5,355,741 9%
Low-Income 2,443,012 15% 3,213,068 16% 3,879,869 15%
Commercial & Industrial 3,512,952 18% 3,945,558 15% 4,457,536 12%
GRAND TOTAL 10,196,090 14% 11,945,185 12% 13,693,145 11%

! Due to Program Administrator revisions, the Grand Total will not equal the Statewide total

Sources: Exhs. National Grid, D.P.U. 08-50 Table Update Supp. Filing II, IV.C. Gas PA
Budgets; NEGC-FR, D.P.U. 08-50 Table Update Supp. Filing II, IV.C. Gas PA Budgets;
NEGC-NA, D.P.U. 08-50 Table Update Supp. Filing II, IV.C. Gas PA Budgets; Berkshire,
D.P.U. 08-50 Table Update Supp. Filing II, IV.C. Gas PA Budgets; Bay State, D.P.U. 08-50
Table Update Supp. Filing II, IV.C. Gas PA Budgets; Unitil, D.P.U. 08-50 Table Update
Supp. Filing II, IV.C. Gas PA Budgets.
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H. Table 8: Minimization Allocation of Low-Income
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Table 8: Minimization Allocation of Low Income

Program 2010 2011 2012 2010-2012
Administrator/Class $ | % $ | % $ % $ | %
National Grid
Residential 22,276,315 52% 32,770,909 53% 37,596,288 50% 92,643,512 52%
Low-Income 9,288,224 22% 12,582,361 20% 16,251,347 22% 38,121,932 21%
Commercial & Industrial | 11,093,272 26% 16,471,138 27% 21,483,106 29% 49,047,516 27%
Total 42,657,811 100% 61,824,408 100% 75,330,741 100% 179,812,960 100%
NEGC-FR
Residential 668,971 47% 746,846 47% 788,376 45% 2,204,193 46%
Low-Income 322,663 23% 365,972 23% 399,670 23% 1,088,305 23%
Commercial & Industrial 421,426 30% 482,408 30% 552,984 32% 1,456,818 31%
Total 1,413,060 100% 1,595,226 100% 1,741,030 100% 4,749,316 100%
NEGC-NA
Residential 73,210 41% 78,979 41% 85,270 43% 237,459 2%
Low-Income 40,590 23% 41,365 22% 47,250 24% 129,205 23%
Commercial & Industrial 63,913 36% 71,727 37% 66,190 33% 201,830 36%
Total 177,713 100% 192,071 100% 198,710 100% 568,494 100%
Berkshire
Residential 1,228,232 54% 1,424,618 55% 1,593,398 55% 4,246,248 55%
Low-Income 466,461 21% 539,358 21% 594,612 21% 1,600,431 21%
Commercial & Industrial 560,080 25% 627,599 24% 691,827 24% 1,879,506 24 %
Total 2,254,773 100% 2,591,575 100% 2,879,837 100% 7,726,185 100%
Bay State
Residential 7,089,194 50% 8,441,089 50% 9,689,987 50% 25,220,270 50%
Low-Income 2,870,871 20% 3,357,528 20% 3,887,227 20% 10,115,626 20%
Commercial & Industrial 4,242,672 30% 4,971,175 30% 5,820,889 30% 15,034,736 30%
Total 14,202,737 100% 16,769,792 100% 19,398,103 100% 50,370,632 100%
NSTAR Gas
Residential 6,891,558 54% 8,530,897 53% 10,895,002 46% 26,317,457 50%
Low-Income 3,026,796 24% 3,612,439 23% 5,210,005 22% 11,849,240 23%
Commercial & Industrial 2,929,126 23% 3,808,047 24% 7,674,929 32% 14,412,102 27%
Total 12,847,480 100% 15,951,383 100% 23,779,936 100% 52,578,799 100%
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Table 8: Minimization Allocation of Low Income (continued)
2010 2011 2012 2010-2012
Program Administrator/Class
$ % $ % $ % $ %
Unitil
Residential 178,691 33% 272,699 36% 342,917 36% 794,307 35%
Low-Income 129,898 24% 168,225 22% 202,034 21% 500,157 22%
Commercial & Industrial 238,550 44% 308,316 41% 420,493 44% 967,359 43%
Total 547,139 100% 749,240 100% 965,444 100% 2,261,823 100%
Blackstone
Residential 29,330 65% 25,936 65% 25,936 65% 81,202 65%
Low-Income 9,878 22% 8,686 22% 8,686 22% 27,250 22%
Commercial & Industrial 5,942 13% 5,528 14% 5,528 14% 16,998 14%
Total 45,150 100% 40,150 100% 40,150 100% 125,450 100%
Grand Total'
Residential 38,435,501 52% 52,291,973 52% 61,017,174 49% 151,744,648 51%
Low-Income 16,155,381 22% 20,675,934 21% 26,600,831 21% 63,432,146 21%
Commercial & Industrial 19,554,981 26% 26,745,938 27% 36,715,946 30% 83,016,865 28%
GRAND TOTAL 74,145,863 100% 99,713,845 100% 124,333,951 100% 298,193,659 100%

! Due to Program Administrator revisions, the Grand Total will not equal the Statewide total

Sources: Exhs. National Grid, D.P.U. 08-50 Table Update Supp. Filing II, V.B. Allocation of
Funds: Low-Income; NEGC-FR, D.P.U. 08 50 Table Update Supp. Filing II, V.B. Allocation
of Funds: Low-Income; NEGC-NA, D.P.U. 08-50 Table Update Supp. Filing II, V.B.
Allocation of Funds: Low-Income; Berkshire, D.P.U. 08-50 Table Update Supp. Filing II,
V.B. Allocation of Funds: Low-Income; Bay State, D.P.U. 08-50 Table Update Supp. Filing
II, V.B. Allocation of Funds: Low-Income; Unitil, D.P.U. 08-50 Table Update Supp. Filing
II, V.B. Allocation of Funds: Low-Income; Blackstone, Supp. Filing at 1-3.
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I. Table 9a: Program Administrator Cost-Effectiveness 2010-2012: National Grid

National Grid Total Resource Cost Test, 2010-2012

B/C Net
Sector Ratio Benefits Benefits Costs

Residential 2.1 $154,556,791 | $301,324,476 | $146,767,684
New Construction & Major Renovations 1.6 $9,628,231 25,721,223 16,092,992
Heating and Water Heating 2.7 $121,771,898 191,514,872 69,742,974
MassSAVE N/A* -$6,868,472 0 6,868,472
Weatherization Program 1.6 $20,436,005 55,653,385 35,217,380
Multifamily Retrofit 2.7 $13,691,206 21,699,806 8,008,601
O Power 1.4 $2,021,394 6,735,189 4,713,796
Deep Energy Retrofit N/A* -$2,186,500 0 2,186,500
Building Practices and Demonstration Program N/A* -$732,686 0 732,686
Energy Analysis: Internet Audit Program N/A* -$754,097 0 754,097
Workforce Development N/A* -$397,890 0 397,890
EEAC Consultants N/A* -$419,108 0 419,108
DOER Assessment N/A* -$1,008,817 0 1,008,817
Low Income 2.57 $37,496,941 | $77,333,281 | $39,836,340
Low-Income Single Family Retrofit 2.64 $25,739,428 55,648,222 29,908,794
Low-Income MuiltiFamily Retrofit 2.47 $12,922,089 21,685,059 8,762,971
Statewide Marketing & Education N/A* -$162,755 0 162,755
LEAN Funding N/A* -$734,233 0 734,233
DOER Assessment N/A* -$267,588 0 267,588
Commercial & Industrial 1.9 $103,294,246 | $217,367,414 | $114,073,167
C&I New Construction & Major Renovation 2.7 $48,268,705 76,466,326 28,197,621
C&I Retrofit 1.6 $51,777,523 | 132,107,393 80,329,870
C&I Direct Install 5.4 $7,177,035 8,793,694 1,616,659
Workforce Development N/A* -$60,000 0 60,000
Business Energy Analyzer N/A* -$1,102,250 0 1,102,250
Deep Energy Retrofit N/A* -$704,870 0 704,870
Statewide Marketing & Education N/A* -$481,418 0 481,418
EEAC Consultants N/A* -$838,058 0 838,058
DOER Assessment N/A* -$742,421 0 742,421

GRAND TOTAL 2.0 $295,347,978 | $596,025,171 | $300,677,192

*Program Administrators are not required to conduct benefit-cost ratios for these programs.

Source: Exh. NG-6 Supp. (December 21, 2009), Table IV.C.1
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I Table 9b: Program Administrator Cost-Effectiveness 2010-2012: NEGC-FR
NEGC Fall River Total Resource Cost Test, 2010-2012
B/(.j Net Benefits Benefits Costs
Sector Ratio

Residential 2.13 $4,088,941 $7,722,863 | $3,633,922
New Construction & Major Renovations 1.01 10,598 718,521 707,923
Heating and Water Heating 2.97 2,430,937 3,662,667 1,231,730
MassSAVE N/A* -354,582 0 354,582
Weatherization Program 2.45 1,252,360 2,115,694 863,334
Multifamily Retrofit 3.24 847,933 1,225,981 378,048
Workforce Development N/A* -4,377 0 4,377
Statewide Marketing & Education N/A* -70,186 0 70,186
EEAC Consultants N/A* -7,364 0 7,364
DOER Assessment N/A* -16,378 0 16,378
Low Income 2.35 $1,546,659 $2,693,523 | $1,146,864
Low-Income Single Family Retrofit 2.46 799,912 1,346,761 546,849
Low-Income MuiltiFamily Retrofit 2.46 799,912 1,346,761 546,849
Statewide Marketing & Education N/A* -30,860 0 30,860
LEAN Funding N/A* -14,114 0 14,114
DOER Assessment N/A* -8,192 0 8,192
Commercial & Industrial 2.98 $4,411,297 $6,638,063 | $2,226,766
C&I New Construction & Major Renovation 2.83 3,070,847 4,744,560 1,673,713
C&I Retrofit 3.56 892,154 1,240,440 348,286
C&I Direct Install 4.85 518,368 653,063 134,695
Workforce Development N/A* -4,783 0 4,783
Statewide Marketing & Education N/A* -41,547 0 41,547
EEAC Consultants N/A* -7,364 0 7,364
DOER Assessment N/A* -16,378 0 16,378

GRAND TOTAL 2.43 $10,046,896 | $17,054,449 | $7,007,552

*Program Administrators are not required to conduct benefit-cost ratios for these programs.

Source: Exh. NEGC-Fall River-6 Supp. (December 21, 2009), Table IV.C.1
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K. Table 9c: Program Administrator Cost-Effectiveness 2010-2012: NEGC-NA
NEGC North Attleboro Total Resource Cost Test, 2010-2012
B/(.j Net Benefits Benefits Costs
Sector Ratio

Residential 2.44 $524,831 $888,257 $363,425
New Construction & Major Renovations 1.24 10,955 57,102 46,147
Heating and Water Heating 3.42 365,897 517,299 151,402
MassSAVE N/A* -34,836 0 34,836
Weatherization Program 2.60 193,318 313,856 120,538
Workforce Development N/A* -319 0 319
Statewide Marketing & Education N/A* -7,448 0 7,448
EEAC Consultants N/A* -784 0 784
DOER Assessment N/A* -1,953 0 1,953
Low Income 2.67 $228,145 $364,695 $136,550
Low-Income Single Family Retrofit 2.80 117,287 182,347 65,060
Low-Income MuiltiFamily Retrofit 2.80 117,287 182,347 65,060
Statewide Marketing & Education N/A* -3,664 0 3,664
LEAN Funding N/A* -1,788 0 1,788
DOER Assessment N/A* -978 0 978
Commercial & Industrial 3.26 $772,978 $1,114,657 $341,679
C&I New Construction & Major Renovation 3.18 616,477 899,323 282,846
C&I Retrofit 4.23 133,172 174,447 41,275
C&I Direct Install 4.85 32,459 40,887 8,428
Workforce Development N/A* -546 0 546
Statewide Marketing & Education N/A* -5,847 0 5,847
EEAC Consultants N/A* -784 0 784
DOER Assessment N/A* -1,953 0 1,953

GRAND TOTAL 2.81 $1,525,954 $2,367,608 $841,654

*Program Administrators are not required to conduct benefit-cost ratios for these programs.

Source: Exh. NEGC-North Attleboro 6 Supp. (December 21, 2009), Table IV.C.1
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L. Table 9d: Program Administrator Cost-Effectiveness 2010-2012: Berkshire
Berkshire Total Resource Cost Test, 2010-2012
B/(.j Net Benefits Benefits Costs
Sector Ratio

Residential 2.21 $9,073,735 | $16,594,293 | $7,520,557
New Construction & Major Renovations 1.73 597,522 1,413,750 816,228
Heating and Water Heating 2.72 5,911,242 9,345,241 3,433,999
MassSAVE N/A* -565,751 0 565,751
Weatherization Program 2.58 3,216,367 5,251,093 2,034,726
Multifamily Retrofit 2.23 322,413 584,209 261,796
O Power N/A* -84,907 0 84,907
Deep Energy Retrofit N/A* -169,694 0 169,694
Workforce Development N/A* -23,295 0 23,295
Statewide Marketing & Education N/A* -47,116 0 47,116
EEAC Consultants N/A* -51,013 0 51,013
DOER Assessment N/A* -32,032 0 32,032
Low Income 2.22 $2,010,916 $3,652,657 | $1,641,741
Low-Income Single Family Retrofit 1.95 555,291 1,137,379 582,087
Low-Income MuiltiFamily Retrofit 2.52 1,515,382 2,515,278 999,895
Statewide Marketing & Education N/A* -15,887 0 15,887
LEAN Funding N/A* -31,990 0 31,990
EEAC Consultants N/A* -11,881 0 11,881
Commercial & Industrial 4.24 $11,147,003 | $14,585,543 | $3,438,540
C&I New Construction & Major Renovation 3.57 3,691,492 5,130,340 1,438,848
C&I Retrofit 5.10 7,559,411 9,404,308 1,844,897
C&I Direct Install 6.71 43,306 50,894 7,588
Workforce Development N/A* -26,830 0 26,830
Deep Energy Retrofit N/A* -67,785 0 67,785
Statewide Marketing & Education N/A* -18,659 0 18,659
EEAC Consultants N/A* -20,844 0 20,844
DOER Assessment N/A* -13,089 0 13,089

GRAND TOTAL 2.76 $22,231,654 | $34,832,492 | $12,600,838

*Program Administrators are not required to conduct benefit-cost ratios for these programs.

Source: Exh. Berkshire-6 Supp. (December 21, 2009), Table IV.C.1
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M. Table 9e: Program Administrator Cost-Effectiveness 2010-2012: Bay State

Bay State Total Resource Cost Test, 2010-2012

B/(.j Net Benefits Benefits Costs
Sector Ratio

Residential 2.08 $44,531,372 | $85,887,022 | $41,355,650
New Construction & Major Renovations 1.79 9,703,096 22,058,622 12,355,526
Heating and Water Heating 3.42 26,408,114 37,298,931 10,890,818
MassSAVE N/A* -2,598,684 0 2,598,684
Weatherization Program 1.85 10,811,850 23,564,996 12,753,146
Multifamily Retrofit 2.05 1,519,252 2,964,472 1,445,220
O Power N/A* -90,444 0 90,444
Deep Energy Retrofit N/A* -268,565 0 268,565
Workforce Development N/A* -130,936 0 130,936
Statewide Marketing & Education N/A* -275,035 0 275,035
EEAC Consultants N/A* -338,095 0 338,095
DOER Assessment N/A* -209,181 0 209,181
Low Income 1.73 $7,581,282 | $17,896,397 | $10,315,116
Low-Income Single Family Retrofit 1.54 3,939,552 11,269,122 7,329,570
Low-Income MuiltiFamily Retrofit 2.81 4,271,268 6,627,276 2,356,008
Statewide Marketing & Education N/A* -351,812 0 351,812
LEAN Funding N/A* -201,041 0 201,041
DOER Assessment N/A* -76,685 0 76,685
Commercial & Industrial 4.15 $83,020,554 | $109,359,892 | $26,339,337
C&I New Construction & Major Renovation 3.62 36,780,249 50,820,612 14,040,362
C&I Retrofit 5.06 45,869,387 57,173,823 11,304,436
C&lI Direct Install 8.45 1,203,772 1,365,457 161,685
Workforce Development N/A* -108,652 0 108,652
Deep Energy Retrofit N/A* -365,304 0 365,304
Statewide Marketing & Education N/A* -74,698 0 74,698
EEAC Consultants N/A* -175,685 0 175,685
DOER Assessment N/A* -108,515 0 108,515

GRAND TOTAL 2.73 $135,133,208 | $213,143,311 | $78,010,103

*Program Administrators are not required to conduct benefit-cost ratios for these programs.

Source: Exh. Bay State-6 Supp. (December 21, 2009), Table IV.C.1
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N. Table 9f: Program Administrator Cost-Effectiveness 2010-2012: NSTAR

NSTAR Gas Total Resource Cost Test, 2010-2012

B/(.j Net Benefits Benefits Costs
Sector Ratio

Residential 2.04 $43,698,157 | $85,892,873 | $42,194,716
New Construction & Major Renovations 1.69 4,795,273 11,786,886 6,991,613
Heating and Water Heating 3.26 27,609,668 39,833,998 12,224,330
MassSAVE N/A* -3,777,482 0 3,777,482
Weatherization Program 1.87 12,505,752 26,911,331 14,405,579
Multifamily Retrofit 2.27 3,873,799 6,917,168 3,043,369
O Power 1.05 20,783 443,490 422,707
Deep Energy Retrofit N/A* -244,931 0 244,931
Workforce Development N/A* -150,000 0 150,000
Statewide Marketing & Education N/A* -310,000 0 310,000
EEAC Consultants N/A* -456,000 0 456,000
DOER Assessment N/A* -168,705 0 168,705
Low Income 1.74 $9,028,345 | $21,175,438 | $12,147,094
Low-Income Single Family Retrofit 2.10 8,898,677 16,980,591 8,081,914
Low-Income MuiltiFamily Retrofit 1.13 489,528 4,194,847 3,705,319
Statewide Marketing & Education N/A* -45,000 0 45,000
LEAN Funding N/A* -253,000 0 253,000
DOER Assessment N/A* -61,860 0 61,860
Commercial & Industrial 4.44 $88,897,487 | $114,766,405 | $25,868,917
C&I New Construction & Major Renovation 3.81 14,678,360 19,898,225 5,219,865
C&I Retrofit 4.79 74,024,739 93,564,030 19,539,290
C&lI Direct Install 4.74 1,028,848 1,304,150 275,302
Workforce Development N/A* -150,000 0 150,000
Deep Energy Retrofit N/A* -406,850 0 406,850
Statewide Marketing & Education N/A* -96,000 0 96,000
EEAC Consultants N/A* -131,000 0 131,000
DOER Assessment N/A* -50,610 0 50,610

GRAND TOTAL 2.77 $141,623,989 | $221,834,716 | $80,210,727

*Program Administrators are not required to conduct benefit-cost ratios for these programs.

Source: Exh. NSTAR Gas-6 Supp. (December 21, 2009), Table IV.C.1
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0. Table 9g: Program Administrator Cost-Effectiveness 2010-2012: Unitil

Unitil Total Resource Cost Test, 2010-2012
B/(.j Net Benefits Benefits Costs
Sector Ratio

Residential 2.28 $1,382,034 $2,462,871 | $1,080,836
New Construction & Major Renovations 1.53 106,564 309,414 202,850
Heating and Water Heating 2.88 919,242 1,408,564 489,323
MassSAVE N/A* -21,592 0 21,592
Weatherization Program 2.35 427,823 744,892 317,069
Deep Energy Retrofit N/A* -18,098 0 18,098
Workforce Development N/A* -11,728 0 11,728
Statewide Marketing & Education N/A* -4,546 0 4,546
EEAC Consultants N/A* -7,815 0 7,815
DOER Assessment N/A* -7,815 0 7,815
Low Income 2.57 $797,273 $1,303,649 $506,376
Low-Income Single Family Retrofit 2.64 809,611 1,303,649 494,038
Statewide Marketing & Education N/A* -2,297 0 2,297
LEAN Funding N/A* -9,550 0 9,550
DOER Assessment N/A* -490 0 490
Commercial & Industrial 4.48 $7,404,052 $9,531,259 | $2,127,207
C&I New Construction & Major Renovation 3.58 991,250 1,376,050 384,800
C&I Retrofit 4.72 6,068,263 7,698,151 1,629,888
C&I Direct Install 6.54 387,195 457,058 69,863
Workforce Development N/A* -28,956 0 28,956
Statewide Marketing & Education N/A* -8,309 0 8,309
EEAC Consultants N/A* -2,696 0 2,696
DOER Assessment N/A* -2,696 0 2,696

GRAND TOTAL 3.58 $9,583,360 | $13,297,779 | $3,714,420

*Program Administrators are not required to conduct benefit-cost ratios for these programs.

Source: Exh. Unitil-1, Tab 6 Supp. (January 21, 2010), Table IV.C.1.
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An appeal as to matters of law from any final decision, order or ruling of the Commission may
be taken to the Supreme Judicial Court by an aggrieved party in interest by the filing of a
written petition praying that the Order of the Commission be modified or set aside in whole or
in part. Such petition for appeal shall be filed with the Secretary of the Commission within
twenty days after the date of service of the decision, order or ruling of the Commission, or
within such further time as the Commission may allow upon request filed prior to the
expiration of the twenty days after the date of service of said decision, order or ruling. Within
ten days after such petition has been filed, the appealing party shall enter the appeal in the
Supreme Judicial Court sitting in Suffolk County by filing a copy thereof with the Clerk of said
Court. G.L.c. 25, §5.



