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STATE OF NEW HAMPSHIRE
PUBLIC UTILITIES COMMISSION

DE 20-092
ELECTRIC AND GAS UTILITIES

2021-2023 New Hampshire Statewide Energy Efficiency Plan

ORDER OF NOTICE

On September 1, 2020, Liberty Utilities (Granite State Electric) Corp. d/b/a Liberty
Utilities, New Hampshire Electric Cooperative, Inc., Public Service Company of New
Hampshire d/b/a Eversource Energy, and Unitil Energy Systems, Inc. (collectively, the Electric
Utilities), together with Liberty Utilities (EnergyNorth Natural Gas) Corp. d/b/a Liberty Utilities
and Northern Ultilities, Inc. (collectively, the Gas Utilities) jointly proposed a 2021-2023
Statewide Energy Efficiency Plan (the Plan), which includes energy efficiency programs and
related rates, for approval by the Commission. The Plan and subsequent docket filings, other
than any information for which confidential treatment is requested of or granted by the
Commission, will be posted to the Commission's website at:

https://www.puc.nh.gov/Regulatory/Docketbk/2020/20-092.html.

Funding for the electric energy efficiency programs contained in the Plan is provided
through a portion of the System Benefits Charge (SBC) paid by the Electric Utilities' customers
and is supplemented by funds available through the Independent System Operator-New
England's Forward Capacity Market and the Regional Greenhouse Gas Initiative. Funding for
the natural gas energy efficiency programs proposed in the Plan is provided through a portion of
the Local Distribution/Delivery Adjustment Clause (LDAC) paid by the Gas Utilities’ customers.

Any unspent funds from prior program years for both the Electric Utilities and Gas Ultilities,
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including interest, are carried forward to the following year's budget. The energy efficiency
programs proposed in the Plan are designed to be consistently available to eligible customers
across New Hampshire, subject to available budgets.

The Electric Utilities and Gas Utilities seek approval of the Plan in accordance with
Order No. 25,932 (August 2, 2016) (approving establishment of an Energy Efficiency Resource
Standard) and Order No. 26,323 (December 31, 2019) (approving 2020 Update Plan and
establishing process for development and submission of 2021-2023 Plan). The Electric Utilities
propose three annual changes to the SBC, for effect on January 1 of each year between 2021 and
2023. The Gas Utilities propose three annual changes to the LDAC, which is reviewed by the
Commission in each utility’s annual Cost of Gas filing, for effect on November 1 of each year
between 2021 and 2023. The proposed SBC and LDAC changes are intended to recover
projected energy efficiency program costs, performance incentive costs, and for certain utilities,
lost base revenues.

The filing raises, inter alia, issues related to whether the proposed Plan programs offer
benefits consistent with RSA 374-F:3, VI; whether the proposed Plan programs are reasonable,
cost-effective, and in the public interest consistent with RSA 374-F:3, X; whether the proposed
programs will properly utilize funds from the Energy Efficiency Fund as required by
RSA 125-0:23; and whether, pursuant to RSA 374:2, the Electric Utilities' and Gas Utilities'
proposed rates are just and reasonable and comply with Commission orders. Each party has the
right to have an attorney represent the party at the party's own expense.

Based upon the foregoing, it is hereby

ORDERED, that, consistent with Governor Christopher T. Sununu’s Emergency

Order #12, the Commission will hold a web-enabled remote prehearing conference, pursuant to
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N.H. Admin. R., Puc 203.15, on September 14, 2020 at 10:30 am, at which each party will
provide a preliminary statement of its position with regard to the Plan, proposed rates, and any of
the issues set forth in N.H. Admin. R., Puc 203.15. Members of the public who wish to access the

prehearing conference may do so by clicking here: https://www.puc.nh.gov/Regulatory/Calendar-

Remote.html. If you have any difficulty obtaining access to this remote event, please notify
the Commission by calling (603) 271-2431 as soon as possible. Parties will be provided with
additional instructions prior to the prehearing conference; and it is

FURTHER ORDERED, that, immediately following the prehearing conference, the
Electric Utilities and Gas Ultilities, the Staff of the Commission, and any intervenors shall hold a
web-enabled remote technical session to review the Plan; and it is

FURTHER ORDERED, that pursuant to N.H. Admin. R., Puc 203.12, the Electric
Utilities and Gas Utilities shall notify all persons desiring to be heard at this hearing by
publishing a copy of this order of notice on their websites no later than one business day after the
date of issue. In addition, the Executive Director shall publish this order of notice on the
Commission’s website no later than one business day after the date of issue; and it is

FURTHER ORDERED, that consistent with N.H. Admin. R., Puc 203.17 and
Puc 203.02, any party seeking to intervene in the proceeding shall file with the Commission a
petition to intervene with copies sent to the Electric Utilities and Gas Ultilities and the Office of
the Consumer Advocate on or before September 9, 2020, such petition stating the facts
demonstrating how its rights, duties, privileges, immunities, or other substantial interests may be
affected by the proceeding, consistent with N.H. Admin. R., Puc 203.17. Pursuant to the
secretarial letter issued on March 17, 2020, which is posted on the Commission’s website at

https://www.puc.nh.egov/Regulatory/Secretarial%20Letters/20200317-SecLtr-Temp-Changes-in-



https://www.puc.nh.gov/Regulatory/Calendar-Remote.html
https://www.puc.nh.gov/Regulatory/Calendar-Remote.html
https://www.puc.nh.gov/Regulatory/Secretarial%20Letters/20200317-SecLtr-Temp-Changes-in-Filing-Requirements.pdf

09/04/20
DE 20-092

-4 -

Filing-Requirements.pdf, any party seeking to intervene may elect to submit this filing in

electronic form; and it is

FURTHER ORDERED, that any party objecting to a petition to intervene make said
objection on or before September 14, 2020.

By order of the Public Utilities Commission of New Hampshire this eighth day of

September, 2020.

T B Besdld

Debra A. Howland
Executive Director

Individuals needing assistance or auxiliary communication aids due to sensory impairment or other disability should
contact the Americans with Disabilities Act Coordinator, NHPUC, 21 S. Fruit St., Suite 10, Concord, New
Hampshire 03301-2429; 603-271-2431; TDD Access: Relay N.H. 1-800-735-2964. Notification of the need for
assistance should be made one week prior to the scheduled event.
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STATE OF NEW HAMPSHIRE
PUBLIC UTILITIES COMMISSION

DE 20-092
ELECTRIC AND GAS UTILITIES
2021-2023 Triennial Energy Efficiency Plan

Order on 2021-2023 Triennial Energy Efficiency Plan and Implementation
of Energy Efficiency Programs

ORDER NO. 26,553

November 12, 2021

In this order, the Commission sets ratepayer-funded and utility-managed
energy efficiency rates for 2021 through 2023 in aggregate at a level consistent
with the previous Triennial Plan. The Joint Utilities shall identify energy
efficiency programs that provide the greatest benefit per unit cost with the
lowest overhead and administrative costs within the approved budget and file a
program proposal for review and approval by the Commission. The Commission
moves the funding requested for the Performance Incentive, over $20,000,000
in the Triennial Plan Proposal, from the Joint Utilities to the energy efficiency
programs; and therefore to ratepayers.

As the Commission held at the outset of restructuring, “the most
appropriate policy is to stimulate, where needed, the development of market
based, not utility-sponsored and ratepayer-funded, energy efficiency

programs.”! The Proposal and Settlement before the Commission present a

1 Electric Utility Restructuring, Order No. 22,875 at 79 (March 20, 1998)
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stark contrast to those long-held tenets, instead proposing nearly
$400,000,000 in entirely ratepayer-funded and utility-sponsored programes,
placing an enormous burden on New Hampshire ratepayers. We view this
Triennial Plan as an inflection point, with ratepayer-funded and utility
managed energy efficiency programs peaking in 2020 and 2021 and returning
to the intended transition to market-based energy efficiency after this
triennium within the guidelines provided by the Legislature.
I. BACKGROUND AND PROCEDURAL HISTORY
On September 1, 2020, the following parties filed a proposal (the
Proposal) for ratepayer funded energy efficiency programs for 2021, 2022, and
2023:
e The Electric Utilities:
o Liberty Utilities (Granite State Electric) Corp. d/b/a Liberty
Utilities
o New Hampshire Electric Cooperative, Inc.
o Public Service Company of New Hampshire d/b/a Eversource
Energy
o Unitil Energy Systems, Inc.
e The Gas Utilities:
o Liberty Utilities (EnergyNorth Natural Gas) Corp. d/b/a

Liberty Utilities
o Northern Utilities, Inc.

The above-listed Electric Utilities and Gas Utilities are collectively referred to as
the Joint Utilities.

The Office of the Consumer Advocate (OCA) notified the Commission of
its participation in this docket on behalf of residential ratepayers. See RSA
363:28, II. Clean Energy New Hampshire (CENH), the Conservation Law

Foundation (CLF), the Acadia Center, The Way Home, the Department of
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Environmental Services (DES), and Southern New Hampshire Services each
filed petitions to intervene. The Commission granted all petitions to intervene
at the prehearing conference held on September 14, 2020. Hearing Transcript
of September 14, 2020 at 11.

On December 3, the Joint Utilities, OCA, CLF, The Way Home, Southern
New Hampshire Services, and CENH (collectively, the Settling Parties) filed a
settlement agreement (Settlement Agreement) that called for approval of the
2021-23 Proposal with certain modifications. The Acadia Center and DES did
not sign the Settlement agreement but filed letters in support. The Department
of Energy (formerly Staff Advocates with the Commission) did not join the
Settlement Agreement.

The Commission held hearings on the Proposal on December 10, 14, 16,
21, and 22. The Commission held the record open for responses to the
Commission’s record requests and the filing of Exhibit 25B. Hearing Transcript
of December 22, 2020 (12/22/20 Tr.) at 141. Responses to the Commission’s
record requests and Exhibit 25B were filed on December 22.

On December 29, 2020, the Commission issued Order No. 26,440,
maintaining the current System Benefits Charge (SBC) rates and structure of
the existing energy efficiency programs until the Commission’s issuance of its
final order in this proceeding.

On February 19, 2021, the Commission issued Order No. 26,458,
granting the motion of the OCA for rehearing of Order No. 26,415, which had

declined to designate then Commission employees Elizabeth Nixon and Paul
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Dexter as Staff Advocates pursuant to RSA 363:32. On rehearing the

Commission granted the OCA’s motion and designated Elizabeth Nixon and

Paul Dexter as Staff Advocates pursuant to RSA 363:32, II.

The Proposal, Settlement, testimony, exhibits, and other docket filings,

except any information for which confidential treatment is requested of or

granted by the Commission, are posted at:

https:/ /www.puc.nh.gov/Regulatory/Docketbk/2020/20-092.html.

II. SUMMARY OF THE PROPOSAL FILED SEPTEMBER 1, 2020

A.

Proposal Plan Targets and Budget

The Proposal significantly expands the programs and spending

implemented in the prior plan. The Proposal increases Energy Efficiency (EE)

program budgets as seen in the table below with 2018-2020 EE program

budgets for comparison:

Table 1: Proposed Energy Efficiency Program Budgets

2021 2022 2023 Total
Electric $93,582,000 | $115,554,000 | $141,692,000 $350,829,000
Gas $12,038,000 | $13,706,000 $16,137,000 $41,882,000

Exh 1. at 32, Table 1-9; 1-10.

Table 2: 2018-2020 Energy Efficiency Program Budgets

2018 2019 2020 Total
Electric $36,624,000 | $46,911,000 $62,580,000 $146,115.000
Gas $9,158,000 | $10,029,000 $10,902,000 $30,089,000

Exh. 2 at 32-33, Docket DE 17-136; Order No. 26,095 at 5 (January 2, 2018).

1. Proposal Plan Funding

The Proposal seeks to fund electric and natural gas programs through

different sources. Exh. 1 at 30-31. For the electric energy efficiency programs,

funding is derived from: (1) a portion of the SBC, which is included on the
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electric bills of all customers receiving delivery service from a participating
utility; (2) a portion of the Regional Greenhouse Gas Initiative (RGGI) auction
proceeds; and (3) proceeds obtained by the Electric Utilities from their
participation in the regional Forward Capacity Market (FCM). Id. In addition,
under the Proposal, any unspent funds from prior program years are carried
forward to future years, including interest at the prime rate. Id.

The Proposal seeks to fund natural gas energy efficiency programs from a
portion of the Local Delivery Adjustment Clause (LDAC), which is included on
the bills of all gas utility customers, as well as from any unspent funds from
prior program years, which are carried forward to future years including
interest at the prime rate. Id.

The Proposal significantly changed how the SBC and LDAC charges are
calculated, allocated, and set, and has increased proposed rates for each year
of the proposal. Under the Proposal, the Joint Utilities seek to review actual
sales and revenues each year to determine whether the rates approved by the
Commission for the following year should apply for collection of the approved
budget. Id. at 37. Based on this reconciliation, the Joint Utilities request to
adjust the charges by up to 10 percent of the approved rate without the need
for Commission approval. Id.

For the first time in the history of EE programs, the Proposal separates
residential and commercial/industrial (C&I) EE program budgets for Electric
Utilities and bases its proposed SBC rates applicable to those customer classes

on their respective budgets. Id. at 38. Currently, the EE portion of the SBC
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charge is uniform between customer classes, however, the overall SBC charges

are not uniform among utility service territories. The utilities’ proposed EE

portion of SBC rates are laid out in the tables below:

Table 3: EE Portion of the Electric Utilities’ SBC Rates (per kWh)
2020 2021 2022 2023
Residential $0.00528 $0.00651 $0.00646 | $0.00673
Eversource? C&I : $0.01029 $0.01498 | $0.02062
, Residential $0.00568 $0.00864 | $0.00922
3
Liberty ca| $0-00528 765 00561 [ $0.00843 | $0.01061
" Residential $0.00615 $0.00773 | $0.00767
4
Unitil car| 3000528 "¢ 00867 | $0.01070 | $0.01333
Residential $0.00838 $0.00873 | $0.008530
5
NHEC car| 30-00528 66 00006 | $0.01036 | $0.01004
Exh. 4 at 8.
Table 4: EE Portion of the Gas Utilities’ LDAC Rates (per therm)
2020 2021 | 2022 2023
Libertvs Residential | $0.0640 $0.0831
Y Commercial | $0.0426 $0.0441
Unitil? Residential | $0.0613 $0.0994 $0.0985 $0.1203
Commercial | $0.0266 $0.0367 $0.0509 $0.0704
B. Commercial and Industrial EE Programs

The Proposal has four ratepayer-funded C&Il EE programs: the Small

Business Energy Solutions Program; the Municipal Program; the Large

Business Energy Solutions Program; and Eversource’s Large Business Energy

Rewards Request For Proposals (RFP) Program. Exh. 1 at 52-53.

2 Exh. 1 at 38.

3 Exh. 1 at 725.
4 Exh. 17 at 19.
5Exh. 1 at 773.

6 Exh. 1 at 853-54.

7Exh. 1 at 925.
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1. Small Business Energy Solutions Program

The Small Business Energy Solutions Program is described as a “retrofit
and new equipment & construction initiative” providing incentives and
technical expertise to small businesses. Id. at 52. The proposed 2021-23
electric budget is $68,248,328, while for gas the proposed budget is
$7,810,522. Id. at 65.

2. Municipal Program

The Municipal Program is described as providing “technical assistance
and incentives to municipalities and school districts to help them identify
energy-saving opportunities and implement projects.” Id. at 52. The 2021-23
electric budget is proposed to be $5,871,702. Id. at 76. According to the 2021-
23 Proposal, natural gas utilities also serve municipalities through the Small
and Large Business Energy Solutions programs. Id. at 52.

3. Large Business Energy Solutions Program

The Large Business Energy Solutions Program is described as offering
“technical services and incentives to assist large C&I customers who are
retrofitting existing facilities or equipment, adding or replacing equipment that
is at the end of its useful life, or constructing new facilities or additions.” Id. at
53. The proposed 2021-23 electric budget is $105,736,654, while the proposed
gas budget is $10,160,707. Id. at 89.

4. Eversource’s Large Business Energy Rewards Program

Eversource’s Large Business Energy Rewards RFP Program is described

as encouraging “customers to propose energy efficiency projects through a
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competitive solicitation process.” Id. at 53. The 2021-23 budget for this
encouragement is $17,781,164. Id. at 93.

C. Residential EE Programs

The Proposal has four Residential ratepayer funded programs: the
ENERGY STAR© Homes Program; the ENERGY STARO Products Program; the
Home Energy Assistance Program (HEA); and the Home Performance ENERGY
STARO Program.

1. ENERGY STAR© Homes Program

The ENERGY STARO© Homes Program is described as providing incentives
and contractor support for residential single-family and multi-family new
construction homes. Id. at 97. The proposed 2021-23 electric budget for this
program is $10,854,423, while the proposed gas budget for the same time
period is $4,762,071. Id. at 118.

2. ENERGY STARO© Products Program

The ENERGY STARO Products Program is described as helping
residential customers overcome the extra expense of purchasing and installing
ENERGY STAR-certified appliances, electronics, HVAC equipment and systems,
hot water-saving equipment, and lighting. Id. at 97. The proposed 2021-23
electric budget for this program is $31,627,751, while the proposed gas budget
is $4,906,684. Id. at 126.

3. Home Energy Assistance (HEA) Program

The HEA Program is described as being a fuel-neutral weatherization program

designed to reduce energy use from both electric and gas appliances, lighting,
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and HVAC systems. The proposed 2021-23 electric budget for this program is
$69,854,034, while the proposed gas budget is $7,136,139. Id. at 137. Under
the Proposal, the per-project incentive cap would be more than doubled from
$8,000 to $20,000. In addition, the Proposal would allow exceptions to that
increased cap. Id. at 130.

4. Home Performance ENERGY STARO Program

The Home Performance ENERGY STARO Program is described as
providing “comprehensive energy-saving services at significantly reduced cost
to customers’ existing homes, and covers lighting improvements, space heating
and hot water equipment upgrades, weatherization measures, and appliance
replacements.” Id. at 98. The 2021-23 proposed electric budget for this
program is $29,062,551, while the proposed gas budget is $4,840,463. Id. at
148.

D. Active Demand Reduction programs

The proposed Active Demand Reduction (ADR) program is a ratepayer-
funded program described as seeking “to reduce peak demand and capture
benefits as quantified in the regional Annual Energy Supply Components
(“AESC”) study.” Id. at 150. In the Proposal, program offerings include a
residential Wi-Fi Thermostat offering from Eversource and Unitil Electric; a
residential Battery Storage offering from Eversource; a C&I Load Curtailment
from Eversource, Unitil Electric, and Liberty Electric; and a C&l Storage

Performance offering from Eversource and Until Electric. Id. at 151. The 2021-
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23 proposed budget for ADR programs is $626,372 for residential offerings,
and $4,775,494 for C&I offerings. Id. at 157.

E. Behavioral-Based Strategies

The Joint Utilities describe Behavioral-Based Strategies as being
designed to make customers aware of their energy consumption to empower
and motivate them to adopt energy-efficient behaviors or technologies. Id. at
150. The proposed strategies include providing Unitil Electric and Gas
customers and Liberty Electric and Gas customers Home Energy Reports
(HERs), with energy consumption information and energy-saving information.
Over the triennium, the total budget proposal for the electric HER program is
$963,157, and the total budget proposal for the gas HER program is $651,850.
Id. at 585. In addition, Eversource proposed a Customer Engagement Initiative,
which is a behavioral-based marketing strategy encouraging energy efficiency
measures through other residential program offerings. Id. at 159-164. Finally,
Liberty Gas proposes performing aerial infrared mapping to provide a visual
profile of heat loss to help drive customer behavior changes and program
participation. Id. at 165. The proposed budget for Liberty’s aerial mapping is
$460,250 in 2021, $271,428 in 2022, and $262,884 in 2023. Id. at 861.

F. Energy Optimization

This proposed pilot program is described as minimizing “customers’ total
energy usage across all energy sources while maximizing customers’ benefits”
with a focus on conversions from gas heating systems to higher-efficiency

heating systems consisting of cold climate air source heat pumps. Id. at 177.



DE 20-092

- 11 -

The Joint Utilities claim the pilot is necessary to provide “a more
comprehensive understanding and experience of the benefits of heat pumps to
the electric system, as well as the impact on emissions from [greenhouse gases]
and nitrogen and sulfur oxides.” Id. Over the triennium, the total budget
proposal for the Energy optimization Pilot is $1,492,259. Id. at 585.

G. Financing Mechanisms

The Proposal has multiple financing mechanisms, including low-interest,
zero-interest, and on-bill mechanisms. For C&I programs, all utilities offer zero
percent on-bill financing to certain customers, and facilitate the use of third-
party financing options. Eversource and the NHEC also offer tariffs to
municipal customers that allow municipalities to repay upfront costs through
charges that are less than or equal to the customer’s estimated savings. Id. at
55-56.

For Residential programs, each of the Joint Utilities proposes varying
amounts of on-bill financing for the Home Performance program. Id. at 101.
Additionally, each of the Joint Utilities partners with third-party lenders
offering low-interest EE loans residential customers and zero-interest loans for
moderate-income residential customers. Id. at 102-103.

H. Benefit/Cost Screening

Under the Proposal, the Joint Utilities propose using a new cost-
effectiveness screening framework for the EE programs. The framework
consists of a complicated series of tests; a primary test, called the “Granite

State Test,” and two secondary tests: the “Utility Cost Test,” and the
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“Secondary Granite State Test.” Id. at 209-211. Energy benefits are evaluated
using the “Avoided Energy Supply Cost” (AESC) study.8 Id. at 44-45. The Joint
Utilities propose to file an informational report with information on the results
of the AESC study update in 2021, which may result in proposed program
changes. Id.

I. Performance Incentive

Under the Proposal, the Joint Utilities propose ratepayer-funded
performance incentives for themselves of up to 6.875 percent of actual program
expenditures. Id. at 218. Over the triennium, the total budget proposal for the
electric program performance incentives is $19,289,318, id. at 617, and the
total budget proposal for gas program performance incentives is $2,303,525,
id. at 621. Additionally, the Proposal asks to transition the ADR offerings from
demonstration projects to full programs, and include a performance incentive
component for achievement of ADR goals at 5.5 percent of actual expenditures,
with a threshold for savings and benefits components of 65 percent and
maximum performance incentive level of 125 percent. Id. Over the triennium,
the budget proposal’s cap for performance incentives related to the ADR
program is $109,719 for Unitil Electric, id. at 792, $574,198 for Liberty

Electric, id. at 701, and $902,775 for Eversource, id. at 633.

8 The Commission notes that this study was not performed on a New Hampshire-specific basis
and was, instead, performed across all New England States. An updated study is due to be
released in 2021. Id. at 44-45.
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J. Lost Base Revenue

The Proposal maintains the existing practice of allowing Joint Utilities
that have not instituted decoupling to collect revenue lost due to decreased
energy sales resulting from EE programs. Id. at 938-941. Electric utilities
collect lost base revenue (LBR) as another component of the SBC, while gas
utilities collect LBR as a component of the LDAC. NHEC does not collect LBR,
and Liberty Electric only calculated a LBR charge for 2021, based on its intent
to implement revenue decoupling in its general rate scheme. Id. The Joint

Utilities proposed electric LBR rates for electric customers, per kWh, as follows:

Table 5: Joint Utilities’ LBR Proposals
2021 Eversource | Liberty Unitil
Residential | $0.00065 | $0.00068 | $0.00120
C&l $0.00091 | $0.00068 | $0.00129
2022 Eversource | Liberty Unitil
Residential | $0.00102 N/A $0.00145
C&l $0.00159 N/A $0.00121
2023 Eversource | Liberty Unitil

Residential | $0.00118 N/A $0.00186
C&l $0.00220 N/A $0.00130

Id. at 938, Table 3.

K. Technical Reference Manual

The Joint Utilities created a Technical Reference Manual (TRM) that
documents how the Joint Utilities propose to calculate savings from the
installation of EE measures by providing methods, formulas, and assumptions
for estimating energy, peak demand, and other resource impacts from EE
measures. Id. at 241. In the Proposal, the Joint Utilities will update the TRM on

an annual basis, and in advance of any program plan or update filing. Id. at
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219. Updates would take into account savings assumptions, incorporate
results from New Hampshire evaluations, identify changes in federal equipment
standards, reference neighboring states’ evaluations, and update relevant
savings algorithms. Id. The Joint Utilities propose to update the TRM in
coordination with the Evaluation, Measurement, and Verification (EM&V)
Working Group. Id. at 220.
III. POSITIONS OF THE PARTIES

The Proposal and Settlement Agreement address an array of
programmatic topics including: the proposed plan targets and budgets;
changes to the SBC and LDAC rates; modifications to plan programs and
pilots; utility performance incentives; evaluation, measurement and verification
(EM&V); savings assumptions; recovery of lost revenue; plan updates, reporting
requirements, and mid-term modifications; and stakeholder involvement in
future planning and review. The Settling Parties supported the Joint Utilities’
continuing role as the program administrator, continuation of existing
programs, and a three-year planning cycle. The Acadia Center and Department
of Environmental Services did not join the Settlement Agreement. However,
they expressed their support for the submitted Settlement Agreement in written
correspondence and/or at the hearing. Exh. 15 at 1-3; 12/22/20 Tr. at 56.

Energy opposed the Settlement.
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Plan Targets, Budgets, and Rates

1. Settlement Agreement

In the Settlement Agreement, the parties proposed electric energy savings

targets of 4.5 percent of 2019 electric sales, which they estimate equates to

cumulative annual MWh savings of 476,616 achieved from 2021-23. Exh. 14 at

4. The Settlement Agreement also proposes a gas energy savings target of 2.8

percent of sales, or an estimated 706,065 annual MMBtus from 2021-23. Id.

The Settlement Agreement modifies Eversource’s budget as set forth in

the Proposal from $272.5 million to $258.2 million by reducing the C&I budget

by $17.6 million, increasing the residential sector budget by $7.4 million, and

reducing the income-eligible program budget by $4.1 million. Id. at 5. The table

below shows the SBC rates proposed by the Settling Parties in their Settlement

Agreement, as compared to the rates initially proposed by the Electric Utilities.

Table 6: Proposal and Settlement Agreement SBC Rate Comparison (per kWh)

2021 2022 2023

Proposal Settlement Proposal Settlement Proposal Settlement
Agreement® Agreement Agreement
Eversourcel0 Residential | $0.00866 $0.00986 $0.00898 | $0.01070 $0.00941 $0.01185
C&I | $0.01270 $0.01215 $0.01807 | $0.01587 $0.02432 | $0.01994
Liberty!! Residential | $0.00719 $0.00803 No rate | $0.01014 No rate | $0.01072
C&I | $0.00712 $0.00836 proposed [ $0.00993 proposed | $0.01211

Unitil12 Residential $0.00885 $0.01068 $0.01165
C&I | $0.01146 $0.01145 $0.01341 $0.01340 $0.01613 | $0.01612
NHEC!12 Residential | $0.00838* | $0.00761* | $0.0087343* | $0.00848* | $0.008534* | $0.00825*
C&I | $0.00906* | $0.00818* | $0.0103636* | $0.01050* | $0.010046* | $0.01000

* Rate reflects only the EE portion of the SBC rate.

9 The Settlement Agreement requested 2021 rates be made effective as of January 1, 2021.

Exh. 14 at 4

10 Exh. 1 at 38, Exh 14 at 33.

11 Exh. 1 at 725, Exh 25B at 1.
12 Exh. 17 at 19, Exh 14 at 34.
13 Exh. 1 at 773, Exh 14 at 35.
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No Modifications to the LDAC rates proposed in the Proposal were
included in the Settlement Agreement. Rather, the Settling Parties proposed
that any necessary changes to account for collection adjustments or true-ups
over the course of the 2021-23 triennium shall be filed for review and approval
by the Commission. Exh. 14 at 13.

2. Energy

At the hearing, Energy expressed agreement with the Settlement’s
treatment of the funding structure, and with the requirement for Commission
approval of any SBC or LDAC changes for over/under recoveries during the
term. Exh. 8 at 32; Hearing Transcript of December 21, 2020 (12/21/20 Tr.) at
111-112.

Energy expressed concern that Eversource’s C&I customers would
experience rate and bill increases approximately twice that of other C&l
customers. Exh. 8 at 35. Energy opined that the resulting C&l rates, with
specific emphasis on Eversource’s C&Il Rate, would not be reasonable because
they fail to embrace rate gradualism!4. Energy further represented that the
rates would not strike the proper balance between short-term impacts and

long-term energy savings. 12/21/20 Tr. at 112-113, 127-128. Energy

14 “Rate gradualism” is the concept of progressively changing rates over time to mitigate shock
to customers that has been cited to by this Commission on multiple occasions. See, e.g.,
Development of New Alternative Net Metering Tariffs, Order No. 26,026 at 33 (June 23, 2017).
Gradualism was embraced by all parties to the settlement agreement approved by Order No.
25,932, which contained the provision that “The Settling Parties agree that the savings goals
balance the goals of capturing more cost effective energy efficiency and benefits to ratepayers
with the goal of gradually increasing funding for efficiency while minimizing the impacts on all
ratepayers.” Exh. 1 at 8, Docket DE 15-137.
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recommended revision of the customer budgets to better balance short-term
rate impacts with the long-term goal of achieving cost-effective energy
efficiency. Exh. 8 at 35. Energy also recommended that future SBC and LDAC
rate changes should not be pre-approved. Id. at 36-37.

B. Program Changes

1. Settlement Agreement

The Settlement Agreement proposes adjustments to certain programs.
Exh. 14 at 14. The Settlement Agreement increases by 1,200 the number of
ratepayer-funded electric baseboard to heat pump conversions. Id. In advance
of implementing the proposed Energy Optimization pilot, the Joint Utilities
propose soliciting feedback through the proposed Stakeholder Advisory
Council,’> making an informational filing with the Commission, and to EM&V
working group oversight. Id. Prior to offering any electric vehicle managed
charging measure as a part of active demand management, under the
Settlement Agreement, the Joint Utilities would solicit feedback through the
Stakeholder Advisory Council and make an informational filing with the
Commission. Id. For Eversource, the Settlement Agreement proposes shifting
funds from its RFP program to the Large Business Energy Solutions program.

Id. at 15.

15 The Stakeholder Advisory Council proposal is discussed in greater detail in Section H-1
below.
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2. Energy

Energy proposed changes to ADR weighting, stating that it should be
deducted from the Value/Net Benefits component and not diminish the
weighting of summer and winter peaks. Exh. 6 at 11. Additionally, Energy
recommended the Joint Utilities develop and propose a performance incentive
based on a percentage of shared savings associated with the ADR pilot to
encourage the use of ADR resources to target monthly peaks. Id. at 12.

Regarding the HER program, Energy recommended an independent
evaluation be included in the EM&V plan in 2021. Exh. 7 at 5. Regarding
Liberty Gas’s AIM program, Energy recommended ample implementation time
for customers to learn about the program and opt out. Id. at 7. Energy noted
that Liberty’s aerial infrared mapping is not cost effective in its first year. Id. at
8.

Regarding the HEA program, Energy expressed concern about the
significant increased spending limit per household from $8,000 to $20,000,
recommending a new cap at $12,000. Id. at 10-11.

Energy also made recommendations relating to the Energy Optimization
pilot, including that any customers installing heat pumps be included in the
study so the relationship between reduced fuel use and increased electricity
consumption can be evaluated. Energy recommended requiring the utilities to
receive Commission authorization before moving from a pilot to a full program.
Exh. 8 at 38. Regarding the ADR program, Energy recommended the utilities

provide monthly peak load reduction data for pilots, that residential ADR
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programs and C&l battery storage and thermal programs remain pilots, and
that utilities be required to seek Commission approval to add new technologies
(such as electric vehicles) to ADR programs. Id. at 39.

C. Performance Incentives

1. Settlement Agreement

The Settlement Agreement did not modify the performance incentive

framework presented in the 2021-23 Proposal.
2. Energy

Energy expressed concern with the Proposal’s performance incentive
methodology. Exh. 6 at 5. Energy opposed changing the minimum threshold
percentage requirement for the Lifetime Savings component, Annual Savings
component, and the Value Savings component from 75 percent to 65 percent.
Id. Energy also recommended the performance incentive specific to Eversource
for the SmartStart Program be eliminated or phased out based on the maturity
of the program and the potential for double counting of benefits. Id. at 13.

D. Evaluation, Measurement, and Verification

1. Settlement Agreement

The Settling Parties proposed that the Evaluation, Measurement, and
Verification (“EM&V”) working group authorized in connection with the 2018-
2021 triennium should continue through 2023. Exh. 14 at 9. The Settling
Parties stated the working group should consist of representatives of the Joint
Utilities, Energy representatives, a consultant chosen by Energy (paid for out of

EERS funds), and include a representative of other stakeholders as chosen by
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the Stakeholder Advisory Council (which the Settlement Agreement
recommends forming). Id. The EM&V working group would be require hiring a
consultant that would guide, facilitate and help bring to consensus the entire
working group. Hearing Transcript of December 14, 2020 (12/14/20 Tr.) at 22.
In the event the EM&V working group is unable to reach consensus on any
issues after consulting with the consultant, pursuant to the Settlement
Agreement, any working group member could seek a Commission
determination on a specific issue or refer policy matters (as opposed to
technical matters) to the Stakeholder Advisory Council, which in turn could
“address the issue as appropriate.” Exh. 14 at 9.
2. Energy

Energy recommended the EM&V Working Group use its consultant to
resolve any disputes between the stakeholders, and if they do not agree with
the consultant’s resolution, the Commission should resolve remaining
disputes. Exh. 8 at 40. Energy supported the settlement provisions relating to
the EM&V Working group, assuming Energy continues to have the right to
supervise the billing of the EM&V consultant. 12/21/20 Tr. at 197-200.
Energy supported the consultant’s role in resolving non-consensus issues, but
recommended the Commission not adopt the ten-day period proposed in the

Settlement Agreement. Id.
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E. Savings Assumptions

1. Settlement Agreement

The Settlement Agreement proposes a Non-Energy Impacts adder for the
secondary cost-effectiveness test. Exh. 14 at 6. For natural gas utilities, the
adder is for residential and C&l sectors. Id. For electric utilities, the adder
would be 25 percent for the residential sector (excluding the income-eligible
program), and 10 percent for the C&l sector. Id.

Net-to-gross adjustments are used to account for the fact that some
customers would have implemented EE measures without incentives or make
EE investments due to the influences of the program without directly
participating in programs. The Settlement Agreement proposes applying a net-
to-gross factor to C&l lighting of 94 percent in 2021, 89 percent in 2022, and
84 percent in 2023. Id. at 7. The EM&V working group would also be charged
with identifying additional measures to which net-to-gross factors should be
applied. Id.

Realization rates are used to account for the difference between predicted
and actual energy savings. The Settlement Agreement proposes applying new
realization rates to certain programs. Under the Settlement Agreement,
realization rates would be set at 90 percent for C&I, custom large business,
small business, and municipal program electric non-lighting measures; and 87
percent for C&I custom large business and small business program gas
measures. Id. at 8. Additionally, a New Hampshire-specific C&I impact

evaluation of the Large Business Energy Solutions program would be
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completed by the end of the first quarter of 2022, and a C&I custom impact
evaluation would be completed triennially. Id.

The Settling Parties propose applying the 2018 AESC values to 2021 and
the 2021 AESC values to 2022 and 2023. Id. at 12. Under the Settlement
Agreement, the Joint Utilities would file amended attachments and benefit cost
models to account for the AESC update by September 1, 2021. Id.

2. Energy

For Non-Energy Impacts in the “Secondary Granite State Test,” Energy
recommended the gas utilities use a 15 percent adder for residential and C&l
programs (excluding the low-income programs), and that the electric utilities
use a 25 percent adder for residential programs (excluding the low-income
programs) and a 10 percent adder for C&I. Exh. 8 at 31-32. At hearing, Energy
expressed agreement with the settlement’s treatment of non-energy impacts.
12/21/20 Tr. at 111-112.

Energy agreed with the Settlement Agreement’s treatment of net savings
assumptions, with an exception for a subset of C&lI lighting. 12/21/20 Tr. at
129. Energy recommended incorporation of a net savings figure for C&lI
downstream lighting offerings, such as non-networked TLEDs, that is similar to
the midstream lighting offerings. Exh. 8 at 22-23.

Energy recommended that a realization rate of 85 percent for C&I custom
gas programs and 85 percent for C&I custom non-lighting electric programs be
applied for planning purposes until the completion of the large C&I impact

evaluation planned for 2021-23 can be completed. Id. at 24-25.
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Energy recommended the Commission consider a transition to the use of
industry standard practice (ISP) baselines, as informed by the results of the
pending evaluation. Exh. 8 at 23. At hearing, Energy expressed agreement with
the settlement’s treatment of the pending ISP evaluation. 12/21/20 Tr. at 111-
112.

Energy advocated for an evaluation of the HER and AIM programs. Exh.
7 at 13. Energy expressed support at hearing for the Settlement Agreement’s
treatment of the planned behavioral program evaluations. 12/21/20 Tr. at
111-112.

F. Lost Base Revenue

1. Settlement Agreement

The Settling Parties proposed a method for calculating planned and
actual Lost Base Revenue (LBR) with six criteria. The utilities collecting LBR
shall:

1) employ the terminology set forth in the LBR working group report of
August 29, 2018;

2) adhere to a quarterly reporting requirement;

3) apply 100 percent of the calculated monthly savings using the paid
date;

4) cease accruing lost base revenues in the first month following the
effective date of any decoupling mechanism;

5) use the average distribution rate in effect at the time of the triennial
plan filing, or as updated by Commission order during the term, for
planning purposes, while using the actual rate in effect at the time
of the reconciliation filing for reconciliation purposes; and

6) determine carrying costs on LBR over and under recoveries using
the prime rate, compounded monthly.

Exh. 14 at 10.
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2. Energy

Energy highlighted inconsistencies in the approaches taken by different
utilities in calculating LBR during the first month of a new measure’s
installation and recommended one-half of the calculated monthly savings be
used consistently in such circumstances. Exh. 8 at 15-16. In cases where
decoupling has not been implemented, Energy recommended installations
installed prior to and during the test year should not be factored into the LBR.
Id. at 16. Energy recommended that for planning purposes in calculating LBR
the utilities use the distribution rate in effect at the time of the filing and for
reconciliation purposes the utilities use the rates in effect for the installation
period. Id. Energy recommended that the utilities use and apply the prime
interest rate to the cumulative LBR balance. Id. Energy also incorporated
recommendations made in an LBR working group report supporting the
utilities plan to use average distribution rates calculated by sector and further
recommended that for EE measures that increase electric energy usage be
subtracted from LBR. Id. Last, Energy opined that ADR program results should
not be included in LBR calculations because the purpose of the ADR program
is to reduce peak load and shift load, not reduce distribution or customer
peaks. Id. at 16-17.

G. Plan Updates, Reporting, and Mid-Term Modifications

1. Settlement Agreement

The Settlement contained modifications to the updating, reporting, and

mid-term modification terms contained in the 2021-23 Proposal. Exh. 14 at 11.
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As a preliminary matter, the Settling Parties state that Commission approval of
the 2021-23 Proposal shall constitute the adoption of a plan for the entire
three years. Id. The Settling Parties proposed that certain mid-term
modification triggers and review and oversight by the Commission contained in
the 2021-23 Proposal be removed and transferred to the Stakeholder Advisory
Council. Id.
2. Energy

Energy recommended greater oversight by the Commission than the
Settlement Agreement provides. Regarding planning structure, Energy
recommended the utilities file with the Commission any changes to savings and
cost-effective analysis based on recent studies or changes in assumptions,
including filing updates resulting from the anticipated spring 2021 AESC study
update within a few months of the completion of the study. Exh. 8 at 35-36.
Energy further recommended that the utilities file annual updates to the cost-
effectiveness analysis when assumptions change, and that the notification
requirements remain the same as in the 2018-20 plan. Id. at 36-37. Lastly,
regarding future planning, Energy recommended that the planning and
stakeholder engagement structure used to develop plans and plan
modifications should allow full and forthright participation of all potential
participants in the litigated process, including Energy. Id. at 40. Energy
recommended that the next three-year plan be proposed by April 1, 2022, and

presented to the Commission no later than July 1, 2023. Id.
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H. Planning and Review - Stakeholder Advisory Council

1. Settlement Agreement

The Settlement Agreement proposed a Stakeholder Advisory Council to
serve as the stakeholder forum throughout the implementation of the 2021-23
Proposal and as the stakeholder forum associated with planning additional
ratepayer-funded programs beginning in 2024. Exh. 14 at 15. The initial
members of the Stakeholder Advisory Council would consist of a representative
of each of the Joint Utilities, Commission Staff now with the Department of
Energy, the Office of the Consumer Advocate, and each intervenor in Docket
DE 20-092. Id. The Stakeholder Advisory Council would make decisions on
leadership and operation by consensus, and admit new members under
identified circumstances. Id. at 16. The Stakeholder Advisory Council would be
require hiring an outside facilitator, contracted with by a utility for up to
$150,000 per year, which cost would be recovered as an administrative EERS
program expense and ultimately from ratepayers. Id. The Settlement Agreement
establishes a timeline for the development of the ratepayer funding programs
beginning in 2024, with a goal to present a final plan to the Commission in
2023, and, if an increase to the SBC charge is to be pursued, presentation of
such increases to the Commission during the second half of 2022 for
introduction at the legislature in 2023. Id.

2. Energy
Energy supported the proposed Stakeholder Advisory Council but noted

that such groups have been overseen by the Commission in the past, and
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recommended the Commission oversee the Council as a part of the instant
docket. 12/21/20 Tr. at 146-147. Energy supported the hiring of an outside
consultant. Id. at 147-148.

IV. COMMISSION ANALYSIS

Energy efficiency plays a role in reducing consumption of electricity and
gas. However, as the Commission held at the outset of restructuring, “the most
appropriate policy is to stimulate, where needed, the development of market
based, not utility-sponsored and ratepayer-funded, energy efficiency
programs.” Electric Utility Restructuring, Order No. 22,875 at 79 (March 20,
1998). See also, Order 23,574 at 10-11 (November 1, 2000) (“[t|he benefits of a
retail electric market will not be fulfilled without a competitive wholesale
market and a vibrant, unsubsidized energy efficiency market”); Order 25,059 at
10 (December 31, 2009) (“a transition from utility-sponsored to market-based
demand-side management programs is an important policy objective”). The
Proposal and Settlement before us present a stark contrast to those long-held
tenets, instead proposing nearly four hundred million dollars of ratepayer-
funded energy efficiency that is entirely utility-sponsored.

As explained in greater detail below, the record presented in this docket
does not establish by a preponderance of the evidence that the proposed
increases are just, reasonable, and in the public interest. In fact, the record
does not even establish by a preponderance of the evidence that the EE
program spending and related rates at their current levels are just, reasonable

and in the public interest. Based upon the record and applicable law, the
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Commission cannot conclude that the 2021-2023 Triennial Energy Efficiency
Plan Proposal of the Joint Utilities, as well as the Settlement Agreement filed by
the parties relating to the approval of that Proposal is just, reasonable and in
the public interest. Specifically, the Commission has determined that, under
the standards laid out below, the Settling Parties have not met their burden to
prove by a preponderance of the evidence that the Settlement Agreement or
Proposal meet applicable standards with respect to (1) the proposed EE
program spending and resulting rate increases, (2) benefit-cost testing, (3) the
LBR calculation, (4) the Performance Incentives, (5) the year-to-year budget
carryforwards, (6) HEA program caps, (7) Behavioral Strategies, (8) EM&V, (9)
the proposed Stakeholder Advisory Council, and (10) Commission oversight of
the programs. The Commission, therefore, rejects the Settlement Agreement
and Proposal in their entirety other than as specifically set forth herein and
directs the Joint Utilities to prepare and submit a proposal of EE programs
(“Program Proposal”) including only programs that are consistent with this
order.

A. Standard of Review

We review EERS triennial plans for conformity with the laws underlying
the establishment of an EERS. The Commission has historically relied upon its
authority in RSA 374:2 (public utilities to provide reasonably safe and adequate
service at just and reasonable rates); RSA 378:7 (Commission required to
determine and fix the utility’s just and reasonable or lawful rates); RSA 378:28

(permanent utility rates shall only include a just and reasonable return on
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plant, equipment, or capital improvements which the PUC finds are prudent,
used, and useful); RSA 374:1 and RSA 374:4 (Commission required to keep
informed of utilities’ operations and their provision of safe and adequate
service); RSA 374-F:3, X (restructured electric market should “reduce market
barriers to investments in energy efficiency and provide incentives for
appropriate demand-side management and not reduce cost-effective customer
conservation” and “utility sponsored energy efficiency programs should target
cost-effective opportunities that may otherwise be lost due to market barriers”);
RSA 378:38 (electric and natural gas utilities are required to file least cost
integrated resource plans); RSA 378:39 (utilities required to prioritize energy
efficiency and other demand-side management resources when supply or
resource options have equivalent financial costs). See Order No. 26,095 at 17
(January 2, 2018).

The applicable standard of review for a settlement agreement, pursuant
to N.H. Admin. R., Puc 203.20(b), is whether the settlement results are just
and reasonable and serve the public interest. Because it must review any
settlement agreement for compliance with this standard, the Commission’s role
is distinct from that of the adjudicator in typical civil litigation. Even when all
parties join a settlement agreement, the Commission cannot approve it without
independently determining that the results comport with the applicable
underlying standards. EnergyNorth Natural Gas Inc. d/b/a National Grid NH,
Order No. 25,202 at 18 (March 10, 2011). Underlying standards in this matter

include RSA 374-F:3, VI; RSA 374-F:3, X; RSA 125-0:23; and RSA 374:2.
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When the Commission rejects a settlement agreement, it may order the settling
parties to renegotiate those provisions that fail to meet the standard, or it may
reach its own conclusion as to those matters and issue a final order pursuant
to RSA 363:17-b.

Legal basis for EERS Framework

RSA 374-F:3, VI, requires benefits for all consumers, and authorizes the
SBC in furtherance thereof:

Restructuring of the electric utility industry should be implemented
in a manner that benefits all consumers equitably and does not
benefit one customer class to the detriment of another. Costs should
not be shifted unfairly among customers. A nonbypassable and
competitively neutral system benefits charge applied to the use of
the distribution system may be used to fund public benefits related
to the provision of electricity. Such benefits, as approved by
regulators, may include, but not necessarily be limited to, programs
for low-income customers, energy efficiency programs. . . [P]rior
approval of the New Hampshire general court shall not apply to the
energy efficiency portion of the system benefits charge if the increase
is authorized by an order of the [public utilities] commission to
implement the 3-year planning periods of the Energy Efficiency
Resource Standard framework established by commission Order No.
25,932 . ..

(Emphasis added). Order No. 25,932 (August 2, 2016) is a 65-page order that
establishes an EERS “framework within which the Commission’s energy
efficiency programs shall be implemented” Order No. 25,392 at 1. Among other
things, Order 25,392’s framework requires the Commission’s advance approval
of program spending. Id. at 59. It further requires that such spending will only
be approved to the extent that it is just, reasonable, and least cost. Id.

RSA 374-F:3, VI gives the Commission broad discretion regarding

approval of the benefits to be provided by the SBC, including energy efficiency
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programs. This statutory framework and the Commission’s subsequent orders
clearly establish the Commission’s regulatory role in approving any proposed
EERS programs. Regardless of any agreement that may be reached by the
parties to a Commission proceeding, RSA 374-F:3, IV requires an independent
review by the Commission to ensure that proposed programs are just,
reasonable, and least cost. Order 25,392 identified both avoided energy supply
and cost-effectiveness tests to inform whether the total costs of energy
efficiency are less than the costs of supply. Id. at 50-51.

RSA 374-F:3, X, provides specific guidance relating to energy efficiency:

Restructuring should be designed to reduce market barriers to

investments in energy efficiency and provide incentives for

appropriate demand-side management and not reduce cost-effective

customer conservation. Utility sponsored energy efficiency programs

should target cost-effective opportunities that may otherwise be lost

due to market barriers.
(Emphasis added). RSA 125-0:23, directs that certain RGGI auction proceeds
be used for specific low-income and municipal energy efficiency programs, with
the remainder to all-fuels energy efficiency programs “distributed among
residential, commercial, and industrial customers based upon each customer
class's electricity usage to the greatest extent practicable.” RSA 374:2, requires
that all charges demanded by a utility be just, reasonable, and lawful.

Finally, the Commission has long held that gradualism is “an important

principle in sound ratemaking.” Dev. of New Alternative Net Metering Tariffs

&/ or Other Regul. Mechanisms & Tariffs for Customer-Generators, Order No.
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26,029 at 53 (June 23, 2017); accord Hampstead Area Water Co., Order No.
24,626 at 8 (May 26, 2000).

B. Application to the Proposal and Settlement Agreement

We find that the Settling Parties failed to establish that the 2021-23
Proposal as modified by the Settlement Agreement: 1) provides benefits to all
consumers and does not benefit one customer class to the detriment of another
pursuant to RSA 374-F:3, VI; 2) is consistent with Order 25,932’s substantive
framework; 3) reduces market barriers consistent with RSA 374-F:3, X; 4) has
fuel-neutral energy efficiency programs that are evenly allocated among
residential and C&l customer classes pursuant to RSA 125-0:23; and )
results in just, reasonable and lawful charges under RSA 374:2 that are least
cost and in the public interest. We therefore reject the Settlement Agreement
and Proposal as set forth herein.

We are mindful of the policy goals of the statutory requirements,
including RSA 374-F:3, X, summarized and elaborated by the Commission in
Order 23,574 (November 1, 2000). In that order, the Commission cited to order
22,875 for the propositions that:

The most appropriate policy is to stimulate, where needed, the

development of market-based, not utility sponsored and ratepayer

funded, energy efficiency programs, a principle that the Legislature
incorporated into RSA 374-F.

[...]

We believe that efforts during the transition toward market-based
DSM programs should focus on creating an environment for energy
efficiency programs and services that will survive without subsidies
in the future.
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Order 23,574 at 10-11 (November 1, 2000). We agree that “the benefits of a
retail electric market will not be fulfilled without a competitive wholesale
market and a vibrant, unsubsidized energy efficiency market.” Id. at 11.

The evidentiary record in this matter established that residential electric
non-participant utility customers will not receive economic benefits
commensurate with the costs they would be required to pay. Exh. 4 at 37, 39,
43. Non-participant small C&I customers are, similarly, not expected to see
benefits commensurate with the costs they would be required to pay. Id. at 38,
40, 44. The large difference in proposed SBC rates for residential and C&lI
customers highlights the fact that C&I customers fund programs that produce
the majority of lifetime kWh savings, while residential customers fund a suite
of programs that do not produce the same economic benefits to ratepayers.16
This appears to be due in part to the residential suite of programs containing
all fuel-neutral EE programs, where most of the projected benefits do not relate
to electric energy consumption.!” Exh. 1 at 28, Table 1-4.

The evidentiary record in this matter also fails to establish that the suite
of EE program offerings is least cost. The Joint Utilities do not demonstrate the
selected energy efficiency programs were evaluated on a similar basis to

supply-side resources or market purchases. Rather, the market potential study

16 See Exh. 1 at 584 (Proposal’s residential program budget of $141,398,758 projected lifetime
savings of 741,591,853 kWh, as compared to Proposal’s C&I program budget of $179,856,684
projected lifetime saving of 5,631,884,304 kWh).

17 Pursuant to RSA 125-0:23, RGGI auction proceeds are directed to low-income fuel neutral
programs, such as HEA
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required Order 25,932 to be utilized in the Joint Utilities’ future Least Cost
Integrated Resource Plans was introduced into evidence as a part of Exhibit 36,
and was referenced during testimony multiple times for the proposition that
higher savings scenarios would occur under higher spending modes. Hearing
Transcript of 12/10/20, a.m., at 60, 78-79, 82; 12/16/20 Tr. at 67, 76-77.
Because the record does not contain direct comparisons of cost of energy
savings to supply alternatives, or information on how the program portfolios
were maximized to achieve economic benefits, we find that the least cost
showing requirement in from Order 25,392’s framework has not been
adequately demonstrated, and that the market potential study does not, on its
own, justify an escalation in EE programing.

C. Application to EE Portion of SBC rates

We have carefully reviewed the proposed spending plans and the
modeling assumptions provided in support of the proposed nearly $400,000,
000 in spending. As Energy pointed out, the transition to an EERS in 2018
resulted in rapidly increasing budgets and rates with significant rate impacts to
ratepayers. See Exh. 8 at 10. In 2017, the Energy Efficiency portion of the SBC
charge was 0.198 cents/kWh. Upon implementation of the EERS, in 2018, the
rates jumped to 0.275 cents/kWh, .373 cents/kWh in 2019, and 0.528
cents/kWh in 2020, a 167% increase in only 3 years. In the current Proposal,

the proposed rates surge further to 1.259 cents/kWh for C&l customers and
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.863 cents/kWh for residential customers by 2023, representing cumulative

536% and 336% increases since 2017, respectively.18

We find that such drastic increases, unequally allocated between rate
classes, are not reasonable and are inconsistent with the principle of
gradualism in ratemaking. The Settling Parties have, moreover, failed to show
that these increases provide equitable benefits to all consumers. The focus and
intent of RSA Ch. 374-F and least cost planning is the minimization of
consumer costs for energy supplies and services. See Appeal of Algonquin Gas
Transmission, 170 N.H. 763, 774 (2018) (“Pursuant to its plain language, and
reading the statute as a whole, we discern that the primary intent of the
legislature in enacting RSA chapter 374-F was to reduce electricity costs to

consumers.”

18 The EE portion of the SBC charge was same across all utilities until 2020. The proposed
Triennial EE portion of the SBC charges are for the first time different across the electric
utilities. The noted 2023 EE portion of the SBC charges is the simple average of the EE
portions of the SBC charges proposed by the electric utilities in the Proposal as modified by the
Settlement Agreement. The cumulative growth rates for the 2021-23 Triennial years are shown
in green bars to differentiate them from growth rates that are historical.
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As already noted above, the Commission is obligated under RSA 374-F:3,
VI to conduct its own independent analysis of EE programs, regardless of what
the parties may have agreed to. Because the Settling Parties have failed to
demonstrate by a preponderance of the evidence that their proposed increases
are reasonable, just, and in the public interest, the Commission authorizes
energy efficiency program spending at an overall level consistent with the
2018-20 Plan. While the overall level of the 2021-23 plan will be similar to the
2018-20 plan, consistent with the Commission’s longstanding preference for
gradualism in ratemaking, the rates set by the Commission below will descend
gradually year-on-year until they return to a reasonable level, and transition
toward market-based programs following the schedule laid out below.

In addition, the Settling Parties failed to establish that the proposed
different SBC rates for residential and C&I rate classes are appropriate, and do
not unreasonably benefit one class at the expense of the other. As a result, the
Commission sets maximum SBC rates that are the same across residential and
C&l rate classes, as has always been the case. The Commission hereby sets the
maximum Energy Efficiency portion of the SBC rate for all rate classes to 0.528
cents/kWh in 2021, 0.373 cents/kWh in 2022 and 0.275 cents/kWh in 2023.
To the extent any of the Joint Utilities lack sufficient Commission-approved
programs to fund with SBC rates, they shall reduce their charged SBC rates

accordingly.
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D. Application to EE Portion of LDAC rates

The LDAC rates in the 2021-23 Proposal were implemented pursuant to
Order Nos. 26,419 (October 30, 2020), 26,420 (October 30, 2020), and 26,421
(October 30, 2020) before hearings began in this matter, subject to
reconciliation following a decision here. The Joint Utilities asserted in the
2021-23 Proposal that “the LDAC rate itself is considered and approved in
Liberty Gas’s and Unitil Gas’s utility-specific cost-of-gas filings.” 2021-23
Proposal at 37. We disagree with the Joint Utilities’ assertion that the EE
portion of the LDAC is considered and approved in cost-of-gas filings. Cost of
Gas proceedings are expedited dockets with a primary purpose of reviewing
changes to commodity costs. The utility request and ultimate determination by
the Commission regarding the EE portion of the rates is made in this docket. A
reduction to LDAC charges in this docket could be reconciled through
subsequent cost-of-gas filings. We note that the EE charge (EEC) within the
LDAC is traditionally updated in COG filings for effect on November 1 of each
year, therefore EEC rates are not implemented on a calendar year basis.

The average LDAC rates across utilities, while not rising as rapidly as the
SBC rates, still shows high growth from 2017, cumulatively 79% for Residential

and 80% for C&l since 2017.19

19 The yearly figures in the graphs are the simple averages of the EECs for EnergyNorth and
Northern for the respective years. The 2022 figures are shaded in yellow as they represent
proposed EECs by the Gas Utilities for effect November 1, 2021, in DG 21-130 and DG 21-131.
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As with the SBC rates, we find that such large increases are not supported by
the record, are not reasonable, and are inconsistent with the principles of
gradualism in ratemaking.

Keeping in line with the established principles of just and reasonable
rates, including gradualism, the Commission sets the maximum EE portion of
the LDAC rate for the Gas Utilities at a level consistent with the prior Triennial
Plan. We set the rates for December 1, 2021 through October 31, 2023, on a
downward trend to more reasonable rates. Beginning December 1, 2021, the
maximum EE portion of LDAC rates for the Gas Ultilities is hereby set at
$0.0476 per therm for Residential customers and $0.0326 for C&I customers.
Beginning Nov 1, 2022, the maximum EE portion of LDAC rates for the Gas
Utilities are set at $0.0475 per therm for Residential customers and $0.0258 for
C&l customers. To the extent either of the Gas Ultilities lack sufficient
Commission-approved programs to fund with LDAC rates, they must reduce

their charged LDAC rates accordingly.
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E. Benefit-Cost Testing

The Commission finds the “Granite State Test” is overly dependent upon
subjective factors such that any desired outcome could potentially be obtained
from its application. As such, it cannot be solely relied upon for benefit-cost
testing. Further, the Granite State Test and its growing complexity cannot be
expected to be reasonably understood by the general public. At the level of
spending that is contemplated, the ratepayers are entitled to a fully objective
and understandable measure of the cost-effectiveness of the proposed
programs. Going forward, including for identification of programs to be
submitted in the Program Proposal as directed by this order, the Parties are
therefore also required to calculate and report benefit-cost using the Total
Resource Cost (TRC) test that was historically used until the Granite State Test
was recently established.

F. Lost Base Revenue

The Commission has weighed the evidence presented by the Settling
Parties and by Energy with respect to LBR and finds that, as the Settling
Parties agree, the utilities collecting LBR should apply consistent methods for
calculating planned and actual LBR. We note that the Settlement Agreement

incorporates several of Energy’s recommendations,?° and we approve those

20 Exh. 14 at 10 lists six methods the Settling Parties agree to implement to calculate planned
and actual LBR: “(1) employ the terminology set forth in the LBR working group report of
August 29, 2018 to ensure that the methods used for actual LBR collections are consistent, (2)
continue to file quarterly reports with the Commission, using a consistent format, (3) apply 100
percent of the calculated monthly savings using the paid date, which is on average two months
after the install date, to account for the fact that not all installations are made on the first day
of each month; (4) cease accruing lost base revenues in the first month following effective date
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provisions of section F of the Settlement Agreement that are not inconsistent
with Energy’s recommendations, and further direct that LBR should: (1)
include consistent calculation of LBR during the first month of a new
measure’s installation based on one-half of the calculated monthly savings; (2)
where LBR is collected following a rate case where decoupling is not
implemented, installations prior to and during the test year should not be
factored into the LBR; (3) relating to average distribution rates used in
calculating LBR, the distribution rate in effect at the time of the filing should be
used, and for reconciliation purposes, the utilities should use the rates in effect
for the installation period; (4) set and apply the prime interest rate to the
cumulative LBR balance; (5) be consistent with the utilities plan to use average
distribution rates calculated by sector; (6) discount “found revenues” from EE
measures that increase electric energy usage, and (7) ADR program results
should not be included in the LBR calculation as the purpose of that program
is to reduce peak load and shift load, not reduce distribution or customer
peaks.

G. Performance Incentives

The Commission initially allowed performance incentives on a temporary
basis for:

...utility-sponsored programs that would either not be
provided by the market or programs that will help the

of any decoupling mechanism approved by the commission, (5) use the average distribution
rate in effect at the time of the triennial plan filing, or as updated by Commission order during
the term, for planning purposes, while using the actual rate in effect at the time of the
reconciliation filing for reconciliation purposes, and (6) determine carrying costs on LBR over
and under recoveries using the prime rate, compounded monthly.”
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transition to non-subsidized energy efficiency programs. The
utility must demonstrate that the program for which it seeks
incentive payments offers customers extraordinary benefits
and will enhance the move toward either non-subsidized
DSM programs or market-based energy efficiency. These
benefits should be over and above what would accrue to
ratepayers with prudent utility management.
Order No. 23,574 at 20 (November 1, 2000). Upon reviewing the record, the
Commission has determined, taking into account the implementation of rate
mechanism options including Decoupling, LBR, and LRAM, as well as the
maturity of programs that yield measurable savings, that Performance
Incentives are no longer just and reasonable and in the public interest in the
context of ratepayer funded EE.

Because the parties have not demonstrated that the existing Performance
Incentives meet the applicable standards, including RSA 378:7, 378:28, 374-
F:3, and 378:39, we order that the Performance Incentives be eliminated
effective December 31, 2021. We direct that the Performance Incentive funding
that would have otherwise accrued to the utilities shall be redirected in its
entirety to fund additional Energy Efficiency programs. As indicated in the
2021-23 Proposal, the original performance incentive budget for this triennium
was in excess of $20,000,000, we therefore expect this directive to result in

significant increased funding for EE programs. As indicated above, the utilities

already receive LBR. LRAM, or Decoupling, and receive administrative costs?!

21 Internal utility costs associated with program design, development, regulatory support, and
quality assurance (including employee labor, benefits, expenses, materials, and supplies);
external costs associated with program administration (including contractors and consultants
used in support of program design, development, regulatory support, and quality assurance);
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and are thus sufficiently compensated. As a result of eliminating the cost,
management, administration, and complexity of the Performance Incentive, the
benefits will accrue to the ratepayer.

H. Year-to-Year Budget Carryforwards

Year-to-year budget carryforwards do not properly balance the
ratepayer’s interest in paying the lowest rates possible because they result in
ratepayer funds being held without commensurate benefits accruing to
ratepayers in a timely manner. We therefore do not agree with the Settling
Parties that benefits accrue to the public by its continuation. In fact, quite the
opposite, year-to-year budget carryforwards result in ratepayer funds being
held by Joint Utilities instead of being returned to the ratepayer.22

Where the actual amount collected is greater than the amount spent
during any given year, the difference shall be returned to the ratepayer via bill
credit by March 31 of the following year, where there is not a specific statutory
obligation to carry forward funds. The Utility’s shall submit a report in the
instant docket by March 31 following the program year showing any

carryforward. If the Utility has spent more than the budget, or actual amount

service costs such as technical audits, employee and contractor labor to install measures,
expenses, materials, and supplies; internal implementation services costs associated with
delivering programs to customers (including labor, benefits, expenses, materials, and supplies);
marketing, advertising, trade shows, toll-free numbers, and NHSaves website costs; and
evaluation costs for EM&YV activities including labor, benefits, expenses, materials, supplies,
consultants, contractors, and tracking systems. Exh. 1 at 33.

22 We note the Joint Utilities’ rebuttal testimony states that uniform funding rates between
sectors and utilities would likely result in larger annual carryforwards. See Exh.13 at 17. Any
increased likelihood of potential carryforwards resulting from more uniform EE charges does
not displace our conclusion that ratepayer funds should be returned to ratepayers in a timely
manner.
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collected, in any program year, whichever is less, the cost shall be borne by the
Utility’s shareholders.

I. HEA Program Caps

The HEA program is currently capped at $8,000 per project. The
Proposal seeks not only to increase that cap to $20,000 per project, but also to
allow for exceptions to the cap. The Settling Parties have not shown by a
preponderance of the evidence that such an increase is just and reasonable as
is required of all EE program spending. Moreover, exceptions to this cap will
result in unequal benefits to program participants. These proposed changes
cannot be considered just and reasonable and are therefore rejected.

J. Behavioral-Based Strategies

The parties failed to meet their burden with respect to the aerial heat
mapping program. The Parties may propose cost effective consumption data
provision programs to be funded through the EE program when they resubmit
their proposed programs, but those programs may not include the aerial
mapping program.

K. Program Oversight

Since the establishment of the EERS program, Commission oversight has
been key to “ensur[ing]| that the programs and spending of ratepayer funds are
just, reasonable, and least cost.” Order No. 25,932 at 59. It is, moreover, the
Commission’s ultimate duty to determine whether utility rates and charges are

just, reasonable, and lawful. RSA 374:2, Puc 103.01(d). As explained below, the
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Commission is not permitted to abdicate its statutory responsibility for
oversight as requested.

The Proposal and Settlement Agreement propose significantly reducing
regular oversight by the Commission despite requesting a massive rate increase
and significant additional burden to the ratepayers. This proposal is not
reasonable. In light of the significant ratepayer funding provided in the current
plan and approved by this order, a reduction in oversight is not reasonable or
appropriate. The Commission will, therefore, continue to directly oversee the
implementation of the 2021-23 plan and related programs to ensure they are
just, reasonable, lawful and cost-effective, including a detailed review of
administrative costs, requiring that any proposed pilot program receive
Commission Approval to commence, and further requiring that any existing
pilot program receive Commission approval to transition to a regular program.
With respect to the 2021 AESC update and the Technical Reference Manual
updates, we direct the Joint Utilities to file a copy of any AESC update released
in 2021 into the instant docket.

We find the expenses associated with the NHSaves program to be of
particular concern. The Proposal lists six categories of expenses: 1) Internal
Administrative costs; 2) External Administrative costs; 3) Customer Rebates
and Services; 4) Internal Implementation Services; 5) Marketing; and 6)
Evaluation. Exh. 1 at 33. The sum of administrative costs ($9,549,829),
implementation services ($22,138,735), marketing ($10,718,460), and EM&V

($15,892,143) totals $58,299,167, more than 15 percent of total expenses.
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Exh. 2 at 352. Ratepayer funding spent on these expenses reduces funding for
EE programs that directly benefit ratepayers.

The Commission will closely monitor the total of these expenses and
costs going forward to ensure such costs are kept to a minimum. To that end,
the Joint Utilities shall file annually, by March 31, financial information for the
prior calendar year for the Commission to review the programs. The Joint
Utilities shall provide calculations on program expenditures, broken down by
categories including, but not limited to, internal administrative costs, costs
associated with external consultants, and costs paid to subsidiaries.
Additionally, in the same filing, the Joint Utilities shall provide calculations on
the corresponding dollar savings per unit of energy estimated to have been
produced by each program during the prior program year. This information
shall be broken out by participating and non-participating ratepayers, by
ratepayer class (Residential or Commercial & Industrial). The calculations on
savings should be for gross savings, with the expenditures on each program
listed separately. With the filing, the utilities shall provide all supporting
documentation, in live excel formats, on the discount rates used each year to
model these savings going forward, the estimated future prices of energy, as
well as any additional assumptions used in these calculations. Finally, the
Utilities shall include a written narrative for each of the calculations,
explaining what market barriers would prevent the funding of each program if

the EE portion of the SBC did not fund them.
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L. Evaluation, Measurement, and Verification

The Settling Parties proposed that the EM&V working group and related
spending authorized in the 2018 through 2020 Plan should continue through
2023. Exh. 14 at 9. We note that spending related to EM&V has risen to an
unreasonable level of nearly $16 Million dollars. Exh. 2 at 352. According to
the Proposal, this spending includes any studies identified by the EM&V
Working Group and the Strategic Evaluation Plan, the AESC Study, ISO
certification of utility demand resources, third-party consultants, updating and
maintaining the TRM, program research, professional associations, utility
tracking system upgrades and maintenance, quarterly and annual reporting,
program modeling software, and other miscellaneous spending. Exh. 1 at 234.
The EM&V working group shall submit a plan, including scope and cost, for
review and approval to the Commission in advance of any costs being incurred
related to EM&V during this triennium. We require spending to be significantly
reduced in any EM&YV proposal for 2022 and for all EM&V work to be
completed by Dec 31, 2022.

M. Stakeholder Advisory Council

With respect to the specific request for the Commission to authorize a
Stakeholder Advisory Council, we note that the EESE Board and its EERS
stakeholder group currently fill this role. We understand that one of the
reasons for the request to create the Council related to distinctions between
roles of Commission Staff and other stakeholders in the development of EERS

proposals and ongoing evaluation of program implementation. The concerns
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regarding roles have been eliminated by the creation of the Department of
Energy. Further, the EESE Board was created by the Legislature. The
Commission will not supplant its role and authority here. We also note that
while the majority of costs come from the C&l sector in the Proposal and
Settlement Agreement, the Stakeholder Advisory Council as proposed does not
have a single C&l representative proposed. Accordingly, we find that the need
for and structure of the proposed Stakeholder Advisory Council is not
supported by the record and we therefore do not approve the request.

N. Other matters

The Proposal and Settlement Agreement contain only ratepayer-funded
programs, despite the clear mandate in 374-F:1, I to “harness the power of
competitive markets,” and 374-F:3, X to remove market barriers. We also note
that the EERS framework included a requirement that private funding be
pursued and utilized to the greatest extent possible. Order 25,932 at 58. The
Joint Utilities’ Program Proposal must include programs that are not solely
ratepayer funded, programs that reduce market barriers, and a benefit/cost
analysis using both GST and TRC.

The Joint Utilities and stakeholders shall calculate annual budgets for
the remainder of the 2022 and 2023 triennium based on the rates established
herein. In so doing, the Joint Utilities are directed to identify the programs
which provide the greatest energy efficiency savings at the lowest per unit cost
with the lowest overhead and administrative costs for further implementation,

taking care to ensure statutory compliance with the specific directives
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contained in RSA 125-0:23 and submit that Program Proposal to the
Commission for review and approval. The Joint Utilities Program Proposal shall
include, in live spreadsheet formats, all calculations relied upon, including the
discount rate utilized, to determine which programs provided the greatest
energy efficiency savings at the lowest per unit cost. These Program Proposals
shall be filed by December 15, 2021.

Based upon the foregoing, it is hereby

ORDERED, that the Joint Utilities’ request for approval of the proposed
2021-2023 New Hampshire Statewide Energy Efficiency Plan is hereby
DENIED; and it is

FURTHER ORDERED, that the Settling Parties’ request for approval of
the 2021-2023 New Hampshire Statewide Energy Efficiency Plan as modified
by that Settlement Agreement, is hereby DENIED as set forth herein; and it is

FURTHER ORDERED, that the System Benefits Charge rates
established as set forth herein above are hereby approved for 2021, 2022,
2023; and the Energy Efficiency Portion of the LDAC rates established herein
are hereby approved for effect December 1, 2021 and November 1, 2022,
respectively; and that the Utilities shall file annotated and clean versions of
their compliance tariffs within 30 days of this order, and it is

FURTHER ORDERED, that the Utilities collecting LBR shall recalculate
their LBR rates in accordance with the Energy methodology adopted in this

order, and it is
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FURTHER ORDERED, that the Joint Utilities shall file their updated
2021 Energy Efficiency budgets, as well as their 2022 and 2023 Energy
Efficiency budgets using the rates established in the body of this order, and
shall include all program and cost items larger than $500,000 in live
spreadsheets, by December 15, 2021; and it is

FURTHER ORDERED, that for approval of 2022 EE program spending,
the Joint Utilities shall submit their Program Proposal within the proposed
budget as set forth herein above, including proposed spending by program and
each program’s corresponding benefit/cost calculations, in live spreadsheets as
outlined in this Order, by Dec 15, 2021; and it is

FURTHER ORDERED, that the Joint Utilities shall file annually, by
March 31, financial information for the prior calendar year adequate for the
Commission to review budgeted verses actual funding, budgeted verses actual
spending, including each program and overhead expenditures, and
corresponding program energy savings, as outlined in this order, using
summary tables and live spreadsheets; and it is

FURTHER ORDERED, that carryforwards are eliminated except where
there is a specific statutory obligation to carry forward funds: and it is

FURTHER ORDERED, that the Joint Utilities shall submit program
oversight filings by March 1 of each calendar year as discussed in the body of

this order; and it is
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FURTHER ORDERED, that the EM&V Working Group shall submit a
plan as described herein above in advance of incurring any EM&V costs, as
discussed in the body of this order.

By order of the Public Utilities Commission of New Hampshire this

twelfth day of November, 2021.

~
BSII1Y (, ('hm\j;,‘/

Dianne Martin Daniel C. Goldner
Chairwoman Commissioner
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STATE OF NEW HAMPSHIRE
PUBLIC UTILITIES COMMISSION

DE 20-092
ELECTRIC AND GAS UTILITIES
2021-2023 Triennial Energy Efficiency Plan
Order Addressing Motions on the Composition of the Commission and
Motions for Rehearing, Clarification, and/or Stay
of Order No. 26,553
ORDER NO. 26,560
January 7, 2022
I Introduction

This order consolidates and addresses a series of motions filed by parties to this
docket, following the Commission’s issuance of Order No. 26,553 (November 12, 2021)
on the 2021-2023 Triennial Energy Efficiency Plan. Among other things, Order No.
26,553 established energy efficiency rates for the System Benefits Charge and Local
Delivery Adjustment Charge, rejected the proposed settlement and energy efficiency
plan that would have cost New Hampshire ratepayers nearly $400 million over the
course of the triennium, and discontinued the utility performance incentive and
carryforward beginning January 1, 2022. The order further required the utilities to file
new budgets and program proposals consistent with the Commission’s order.

The various moving parties in this case have filed motions for rehearing and
clarification of numerous aspects of Order No. 26,553, a request for a full commaission
and appointment of a special commissioner, and a motion for disqualification of one of
the Commissioners. The utilities have provided the required budgets, and the

Commission grants an extension until March 31, 2022, for submission of a new

energy efficiency program proposal.
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The Commission’s specific rulings on these motions follow. Of particular note,
however, the parties’ motions for rehearing are premised, in significant part, upon a
characterization of Order No. 26,533 as reducing the energy efficiency budget.
Contrary to that characterization, see, e.g., LISTEN Cmty. Servs.’s Mot. for Reh’g, at 2,
when comparing the budget for the 2021-23 Triennium to 2018-2020 Triennium, the
rates established in Order No. 26,533 will result in an increase of $4-8 million in
energy efficiency program funding.! Also, when comparing 2021 to 2020, Order 26,533
results in an estimated increase of $4 million in program funding.

For these, and the other reasons explained in greater detail below, the parties’
requests for rehearing and reconsideration are hereby denied, in part.

II. Procedural History

a. Background

On November 12, 2021, the Commission issued Order No. 26,553 (Order
26,553 or Order), addressing the 2021-2023 New Hampshire Statewide Energy
Efficiency Plan and implementation of energy efficiency programs for the remainder of
the 2021-2023 triennium. That Order set out a detailed history of the proceedings in
this docket. Among other directives, Order 26,553 established energy efficiency
System Benefit Charge (SBC) and Local Delivery Adjustment Charge (LDAC) rates for
the remainder of the 2021-2023 triennium. Order 26,553 also modified aspects of the

structure and oversight of the energy efficiency programs as proposed (Plan or

1 Based on the Joint Utilities Dec 15, 2021 filing, the Commission estimates $180 million for
gas and electric programs in the 2021-2023 Triennium compared to $176 million for the 2018-
2020 Triennium budget. When the 2022-2023 Triennium gas and electric programs are
compared to the 2018-2020 actuals of $172 million, the increase in program spending is
approximately $8 million. The Commission used 5.12% to estimate the 2021 plan year
performance incentive payment.
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Proposal) by the Settling Parties,? and required further filings from the energy
efficiency program administrators on the programming to be implemented in 2022 and
2023.

b. Post-Order Filings

On December 3, 2021, Liberty Utilities (EnergyNorth Natural Gas) Corp. d/b/a
Liberty and Liberty Utilities (Granite State Electric) Corp. d/b/a Liberty filed a motion
for immediate stay and, in the alternative, clarification of Order No. 26,553.

On December 6, 2021, the Commission issued an expedited order clarifying
that, because the specifics of programming were not finalized by Order 26,553, the
Joint Utilities could continue to rely on Order No. 26,440 (December 29, 2020) for
authority to continue offering previously authorized energy efficiency programming
until programming for 2022 and 2023 is finalized.

On December 10, 2021, the New Hampshire Electric Cooperative, Inc.; Public
Service Company of New Hampshire d/b/a Eversource Energy; Unitil Energy Systems,
Inc.; Liberty Utilities (EnergyNorth Natural Gas) Corp. d/b/a Liberty; Liberty Utilities
(Granite State Electric) Corp. d/b/a Liberty; and Northern Utilities, Inc. (together, the
“Joint Utilities”) filed a Motion for a Full Commission and Appointment of Special
Commissioner(s).

On December 10, 2021, the Joint Utilities, the Office of the Consumer Advocate
(OCA); Clean Energy New Hampshire; Conservation Law Foundation; and Southern

New Hampshire Services (altogether, the “Joint Movants”) filed a motion for rehearing,

2 The Settling Parties to the Plan consisted of Liberty Utilities (Granite State Electric) Corp.
d/b/a Liberty Utilities, New Hampshire Electric Cooperative, Inc., Public Service Company of
New Hampshire d/b/a Eversource Energy, Unitil Energy Systems, Inc., Liberty Utilities
(EnergyNorth Natural Gas) Corp. d/b/a Liberty Utilities, Northern Utilities, Inc., the Office of
the Consumer Advocate, Conservation Law Foundation, The Way Home, Southern New
Hampshire Services, and Clean Energy New Hampshire
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clarification, and stay of Order No. 26,553 pursuant to RSA 541:3 (Joint Movants’
Motion).

On December 10, 2021, the New Hampshire Department of Energy (Energy)
filed a motion for rehearing and/or clarification of Order No. 26,553 pursuant to RSA
541:3 (Energy Motion).

On December 13, 2021, LISTEN Community Services (LISTEN) filed a motion
for rehearing, clarification, and stay of Order No. 26,553, and joining the Joint
Movants’ Motion. LISTEN also filed a letter stating that it joined the Joint Utilities’
request for a Full Commission and Appointment of Special Commissioner(s). Due to
the similarity between LISTEN’s motion and that of the Joint Movants, the
Commission finds it administratively efficient to assume without finding that, for the
purposes of this order, LISTEN is a “person directly affected” by the Order pursuant to
RSA 541:3.

On December 14, 2021, the Commission issued Order No. 26,556. Order
26,556 suspended a number of filing requirements relating to programming while the
Commission fully considered the motions for rehearing, clarification and/or stay of
Order 26,553. Order 26,556 also reaffirmed the expedited order issued December 6,
2021.

On December 14, 2021, Commissioner Chattopadhyay filed a memorandum
into the instant docket disclosing his prior affiliation with the Office of the Consumer
Advocate and stating that he determined that mandatory disqualification was not
required under any of the applicable statutory standards.

On December 15, 2021, the Joint Utilities made compliance filings in this
docket consisting of overall budgets for energy efficiency programming for each year of

the 2021-2023 triennium pursuant to Order 26,553. These budget proposals,
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estimating revenues based on the rates established by the Order, show an overall
increase to the budget as compared to the budgets approved for the first triennium of
the Energy Efficiency Resource Standard of between $4-8 million in energy efficiency
funding.

On December 17, 2021, the Office of the Consumer Advocate filed a Motion for
Disqualification of Commissioner Chattopadhyay.

Order 26,553, Order 26,556, the various motions, and other docket filings, with
the exception of any information for which confidential treatment is requested of or
granted by the Commission, are posted at:

https:/ /www.puc.nh.gov/Regulatory/Docketbk/2020/20-092.html.

III. Motion for Disqualification of Commissioner Chattopadhyay

a. Position of the Office of the Consumer Advocate

The OCA requested that either the Commission, or Commissioner
Chattopadhyay individually, disqualify Commissioner Chattopadhyay from further
participation in the instant matter.

b. Commission Analysis

Concurrently with this order, Commissioner Chattopadhyay issues a separate
order denying the OCA’s motion for his disqualification.

IV. Motion for a Full Commission and Appointment of Special
Commissioner(s)

a. Positions of the Parties

The Joint Utilities, joined by LISTEN, requested a full Commission pursuant to
RSA 363:17. The Joint Utilities posited that due to the significance of the issues
presented in this docket and the risks associated with proceeding with two
commissioners, including a possible deadlock or an unforeseen event that disqualifies

one commissioner, that a full Commission is necessary going forward.
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In addition, the Joint Utilities requested that the Commission apply to the
Governor and Executive Council under RSA 363:20 for the appointment of one or two
Special Commissioners, one who is an attorney licensed to practice law in New
Hampshire to substitute for Commissioner Simpson, and a second Special
Commissioner if Commissioner Chattopadhyay recuses himself.

b. Commission Analysis

As noted above, Commissioner Chattopadhyay has not recused himself in this
matter; therefore, a majority of the Commission is present to issue this order and a
majority of this Commission intends to be available for any future actions or
proceedings in this matter.3 In addition, pursuant to RSA 363:20, the Commission
applied to the Governor for the appointment of a special commissioner to replace
Commissioner Simpson in this matter. The request for a special commissioner is an
additional step to ensure that either majority of the Commission or a full Commission
will be available for any future actions or proceedings in this matter.

V. Motions for Rehearing and/or Clarification of Order No. 26,553

a. Positions of the Parties

i. Rehearing and/or Stay

The parties seeking rehearing and/or Stay of Order 26,553 have presented five
distinct arguments: 1) that notice in this matter was inadequate; 2) that certain
changes to program administration and oversight are retroactive in nature; 3) that a

perceived departure from precedent is unreasonable; 4) that the Commission

3 We note that a request for the full commission pursuant to RSA 363:17 is not a request for
three commissioners, but a request for a quorum of the commission to preside over a matter,
rather than a single commissioner or designee. See RSA 363:17 (“No hearing . . . shall be held
or conducted by a single commissioner if any party whose interests may be affected shall . . .
file a request in writing that the same be held or conducted by the full commission, or a majority
thereof.”) (emphasis added); see also In re Bell Atl. N.H., Order No. 23,179 at 3 (Mar. 30, 1999),
In re Pub. Serv. Co. of N.H., Order No. 17,222 at 10 n.9 (Sept. 21, 1984).
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misapplied or failed to cite to applicable legal standards; and 5) that the Order lacked
evidentiary support. The Commission addresses in its analysis, below, these five
arguments and the specific theories raised by the parties.
ii. Clarification

In addition to or in the alternative to moving for rehearing, the Joint Movants,
joined by LISTEN and separately by Energy, seek clarification of certain aspects of the
Order. Each request for clarification is summarized and addressed by the
Commission, below.

b. Commission Analysis

i. Rehearing and/or Stay

The Commission may grant rehearing for “good reason” if the moving party
shows that an order is unlawful or unreasonable. RSA 541:3; RSA 541:4; Rural Tel.
Cos., Order No. 25,291 (November 21, 2011); see also Pub. Serv. Co. of N.H. d/b/a
Eversource Energy, Order No. 25,970 at 4-5 (December 7, 2016). A successful motion
must establish good reason by showing that there are matters that the Commaission
“overlooked or mistakenly conceived in the original decision,” Dumais v. State, 118
N.H. 309, 311 (1978) (quotation and citations omitted), or by presenting new evidence
that was “unavailable prior to the issuance of the underlying decision,” Hollis Tel. Inc.,
Order No. 25,088 at 14 (April 2, 2010). A successful motion for rehearing must do
more than merely restate prior arguments and ask for a different outcome. Pub. Serv.
Co. of N.H., Order No. 25,970, at 4-5 (citing Pub. Serv. Co. of N.H., Order No. 25,676 at
3 (June 12, 2014); Freedom Energy Logistics, Order No. 25,810 at 4 (September 8,

2015)).
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1) Adequacy of Notice

The statutory standard for notice in an adjudicative proceeding is found in RSA
541-A:31, III. RSA 541-A:31, IIl requires notice consisting of, among other things: (1) a
statement of the legal authority under which the hearing is to be held, (RSA 541-A:31,
III(b)); (2) a reference to the particular sections of the statutes and rules involved,
((RSA 541-A:31, III(c)); and (3) a short and plain statement of the issues involved ((RSA
541-A:31, III(d)). The notice provided in this matter included references to RSA 374-
F:3, VI (which incorporates by reference Order No. 25,932 and its framework of
authorities); RSA 374-F:3, X; RSA 125-0:23; and the just and reasonable standard
applicable to rates and charges under RSA 374:2.

The various objections to the notice provided by the Commission are unavailing
and do not state good cause for rehearing. The September 8, 2020, notice in this
matter was broad and included whether proposed Plan programs were reasonable,
cost-effective, and in the public interest, as well as whether the proposed rates are just
and reasonable and comply with Commission orders. Additionally, the hearings in this
matter were not limited to consideration of the settlement agreement filed by certain
parties, as noted at the outset of hearings by then Chairwoman Martin. Hearing
Transcript of December 10, 2020, morning session, at 8 (“We’re here this morning in
Docket DE 20-092 regarding the 2021 to 2023 Statewide Energy Efficiency Plan.”).
See also, Order of Notice dated September 8, 2020 (“The filing raises, inter alia, issues
related to whether the proposed Plan programs offer benefits consistent with RSA 374-
F:3, VI; whether the proposed Plan programs are reasonable, cost-effective, and in the
public interest consistent with RSA 374-F:3, X; whether the proposed programs will

properly utilize funds from the Energy Efficiency Fund as required by RSA 125-0:23;
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and whether, pursuant to RSA 374:2, the Electric Utilities’ and Gas Utilities’ proposed
rates are just and reasonable and comply with Commission orders.”).

The Joint Movants’ attempt to apply RSA 365:28 as a separate notice
requirement is equally unpersuasive. RSA 365:28 relates to amending or modifying
past Commission orders and requires notice commensurate to that provided in the
original proceeding. The Order at issue here addressed requests for Commission
action in this matter, entered new directives establishing rates and setting guidelines,
and established procedures for future energy efficiency programming going forward. It
did not amend or modify a past Commission order and RSA 365:28, therefore, does
not apply.

To the extent that the parties’ motions may be read to assert a deficiency of
constitutional due process, no such process is due here. A party claiming a violation of
constitutional due process rights must, as a threshold matter, show a fundamental
right or liberty interest at stake. In re R.H., 174 N.H. 332, 364, (2021); Petition of
Bagley, 128 N.H. 275, 280, (1986). The various arguments relating to due process do
not establish that a fundamental right or liberty interest in future ratepayer-funded
energy efficiency programming exists, or that the requested rates or a presently
effective rate are constitutionally protected. As such, we decline to further address any
constitutional due process arguments.

2) Applicability of Order 26,553

We do not agree that the Order unlawfully made retroactive changes to
programming components, including in the areas of evaluation, measurement and
verification (EM&V) activities, performance incentives, carryforwards, or benefit cost
testing. The Order made no retroactive changes to these aspects of ongoing energy

efficiency programming in New Hampshire. The Order clearly states that performance
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incentives are to be eliminated prospectively, effective December 31, 2021, see Order
at 41; that carryforwards are to be eliminated prospectively and following reporting to
the Commission, see Order at 42; that EM&YV work is to be phased out over the course
of 2022 with new expenses to be approved by the Commission, see Order at 46; and
that the changes to benefit cost testing are to be applied prospectively to the new
programming filings required by the Order. See Order at 39.

We do not agree with the Joint Movants’ arguments that carryforwards should
be continued. Requiring annual reconciliation ensures accountability for ratepayer
funds, that benefits flow to ratepayers in a timely manner in exchange for their
contributions, and that the Commission meets its duties as a regulator.

With respect to overspending carryforwards, however, we find that the Joint
Movants have stated good cause for rehearing because NHEC does not have
shareholders and the Joint Movants’ argument that the rates could potentially be
confiscatory was not addressed in the Order. We therefore order that, in the event
NHEC, a member-owned utility, has an overspending carryforward, it shall file an
explanation by April 30t following the applicable plan year that outlines the
circumstances that led to the overspending and a verified statement that it will not use
future SBC funds to cover the deficit. For investor-owned utilities, overspending
carryforwards shall be addressed under a prudency standard on a case-by-case basis
following the 2021 and 2022 plan years. In the event that an investor-owned utility
incurs an overspending carryforward as identified in the March 31 annual filings
required by the Order, that utility may file a separate explanation and cost recovery
proposal by April 30t following the plan year. The explanation and cost recovery
proposal shall be subject to an adjudicative proceeding and will be assessed under

traditional prudence standards.
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3) Applicability of Prior Orders

We do not agree that the arguments relating to the applicability of prior orders
support rehearing. With respect to the arguments that the judicial doctrine of stare
decisis applies or that the Commission violated RSA 365:28, both miss the mark. The
doctrine of stare decisis does not apply because the Commission is an administrative
agency vested only with statutory authorities and is “not disqualified from changing its
mind....” Appeal of Pub. Serv. Co. of N.H., 141 N.H. 13, 22, (1996) (quoting Good
Samaritan Hosp. v. Shalala, 508 U.S. 402, 417, (1993)).

RSA 365:28 is a specific statutory authority relating to the alteration of past
Commission orders and bears no relation to issuing a decision on the merits within a
properly noticed adjudicatory proceeding. Here, the parties have proposed significant
changes to prior approved energy efficiency plans, and the Commission’s order is
based on an adjudicative review and hearing on those proposed changes. To the extent
that LISTEN’s argument under RSA 365:28 can be read to dispute the Commission’s
interpretation of past orders, the result is the same as the analysis relating to the
Joint Movants’ arguments that the Commission misinterpreted legal standards, infra,
and is unavailing. The Commission issued an order rejecting a new proposal based on
its interpretation of the applicable standards, and no prior orders were modified or
altered.

4) Application of Statutory Standards

We find the arguments relating to the application, interpretation, or perceived
omission of statutory standards are unpersuasive and do not state good cause for
rehearing. In the Order, although the Commission focused on those areas where it
determined the Plan proponents did not meet their burden, it did not neglect to

identify or consider any applicable statutory standards. With respect to the policy
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statements raised by the Joint Movants (under RSA 378:37 and regarding the State’s
10-year energy strategy), neither was functionally omitted because both are covered by
the statutory standards contained in RSA 374-F:3, X (“Utility sponsored energy
efficiency programs should target cost-effective opportunities....”) and RSA 378:38,
which specifically incorporates the policy contained in RSA 378:37, were cited to in the
Order at 29. The Joint Movants also failed to show that they were prejudiced by a lack
of citation to these sources because the Commission applied these same standards
from another source. Moreover, even if prejudice were shown, the lack of supply side
and renewable energy comparisons in the context of this proceeding make citation to
the least cost planning subchapter of RSA 378 unavailing. See RSA 378:39. The
second policy document cited by the Joint Movants merely reiterates that the policy of
this state is to maximize cost-effective energy efficiency. Page 10 of the 2018 10 Year
Energy Strategy at 124 sets a policy nearly identical to that contained in RSA 378:37,
namely to “Maximize cost-effective energy savings.” The citation to page 39 of the 10-
year policy is unavailing, as it is followed on page 40 with a policy statement that “New
Hampshire should continue to coordinate and develop energy efficiency programming
to achieve cost effective savings.” The Order does not disturb the current role of the
Energy Efficiency & Sustainable Energy Board to coordinate energy efficiency
programing, nor does it reduce the funding to the NHSaves programming over the
course of the 2021-2023 Triennium when compared to the 2018-2020 Triennium. As
shown by the Joint Utilities’ budgetary filings on December 15, 2020, the rates

established by the Order actually increase revenues for energy efficiency programming

4 Available at https://www.nh.gov/osi/energy/programs/documents/2018-10-year-state-
energy-strategy.pdf (last accessed Dec. 22, 2021).
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by $4-8 million dollars during the 2021-2023 Triennium when compared to the 2018—
2020 Triennium.

We also find no error in the Order’s conclusion that, under Appeal of Algonquin
Gas Transmission, 170 N.H. 763, 774 (2018), the overarching purpose of the statute
here is met. (See, e.g., RSA 374-F:1, I “The most compelling reason to restructure the
New Hampshire electric utility industry is to reduce costs for all consumers of
electricity by harnessing the power of competitive markets”). With respect to the
various arguments that the Commission misapplied or failed to apply applicable least
cost planning standards, we apply the same interpretation used in Algonquin, and
conclude that RSA 378:37-40’s overarching purpose is to meet energy needs at the
“lowest reasonable cost.”

We find the argument that the Commission invented a least-cost requirement in
Order 25,932 to be misguided. The legal framework to establish and finance energy
efficiency measures is premised in large part on the least-cost statutory framework.
See Order 25,932 at 47-49. Order 25,932 relied on evidence that compared the cost of
energy efficiency to delivered energy, id. at 51, granted utilities authority to spend only
to the extent that the Commission finds such spending to be just, reasonable, and
least-cost, id. at 59, and contained only two ordering clauses, one of which related to
least-cost planning and a supply side modeling study, id. at 65. We further note that
in closing arguments on this matter, then Staff of the Commission explicitly argued
that the Commission should issue an order that “better adheres to the concepts of
least-cost planning and just and reasonable rates, as the statutes provide.” Hearing
Transcript of December 22, 2020 at 97. No party went on to argue that the Proposal
was least-cost or refuted the argument that least-cost principles applied or were not

properly balanced.
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Simply put, the regulatory scheme does not require the Commission to approve

K

arguments do not make a showing that the Commission’s rejection of the Plan and

Settlement Agreement was unlawful or unreasonable.
5) Evidentiary Support
The various objections to the Order based on arguments that the Commission
failed to adequately weigh the evidence are not persuasive and do not establish good
reason for rehearing. The objections do not present new evidence, but rather restate
evidence that the Commission weighed, and request a different result. Such
arguments are not a basis to grant rehearing. See Public Service Co. of N.H., Order No.
25,970, at 4-5.
6) Stay
Finally, the parties sought a stay of the Order pending the outcome of their
motions before the Commission. Because this order resolves all pending motions, no
stay is required. The motions for a stay of the Order are, therefore, denied as moot.
ii. Clarification
We have reviewed the motions and find various requests for clarification to be
reasonable and appropriate. We address those requests as follows:

1) The Joint Movants request clarification relating to
the definitions of “commensurate” and “equitable”
benefits. Energy also requests clarification
relating to the allocation of budgets between
customer sectors and programs.

We clarify that unless specifically overruled by the Order, previous standards
established by Commission order still apply. With respect to ensuring that equitable

and commensurate benefits are available to all ratepayers under the rates established

by the order, the Joint Utilities should focus on demonstrating that average customers
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will see a long-term reduction in bills over the life of the energy efficiency measures
they are paying for. Diminishing returns associated with increasing any incentive level
should also be addressed in a meaningful way so that programming portfolio can be
maximized and all ratepayers will see tangible benefits over the lifetime of the energy
efficiency measures. The analysis relating to denial of rehearing based on the statutory
standards discussed above should be considered together with this clarification.

2) Both the Joint Movants and Energy request clarification on the
implementation of the benefit-cost tests.

We reiterate that the Total Resource Cost (TRC) test is to be performed in
addition to the Granite State Test (GST) so that the results of the GST can be
compared to the results of the TRC test. See Order at 47 (directing that programming
proposals must include “a benefit/cost analysis using both [the Granite State] and
[Total Resource Cost]” tests). The Commission will review the assumptions and results
of both tests in order to validate the program choices.

3) The Joint Movants and Energy request clarification regarding the
Commission directive that EM&V spending is to be “significantly
reduced” in the program proposal, and to be completed by the end of
2022, with emphasis on EM&YV activities being necessary to participate
in the ISO New England forward capacity market.

The Order is unequivocal that EM&V shall be phased out by the end of 2022.
However, we clarify that where verification activities are required to maintain funding
streams and regulatory compliance, the Joint Utilities shall provide, for Commission
review and approval, a plan that includes required tasks and costs for each such task.
Reasonable, supported estimated consulting costs and contractor costs shall be

provided, as well. This plan and analysis shall be provided no later than March 1,

2022.
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4) The Joint Movants request clarification of the concept of “found
revenues” as used in the order relating to Lost Base Revenue.

The Commission adopts the definition of “found revenues” as articulated by
then Commission Staff in Exhibit 8 at Bates page 16, namely that “found revenues”
are derived from measures that increase energy usage, such as with the energy
optimization program.

5) The Joint Movants request clarification of how performance incentive
budgets are to be “redirected” to energy efficiency programs.

No clarification is needed, this is an argument of semantics. The result of the
Order is that no part of the budget going forward will be directed to performance
incentives. As a result, the overall percentage of the budget going toward direct
ratepayer benefits through energy efficiency measures will increase.

6) Joint Movants request clarification on what threshold criteria for
programs or proposals would meet the just and reasonable standard.

The just and reasonable standard is broad and encompasses multiple factors,
however a proposal consistent with the guidance and directives in the instant order,
with the statutory requirements relating to low-income programming, and with the
rates established in the Order, would meet the just and reasonable standard in this
instance.

7) The Joint Movants request clarification as to whether the prior
Commission requirement for the electric utilities to produce at least 55%
of their savings as kWh savings still exists.

The Commission clarifies that the Order did not modify this requirement.

8) The Joint Movants state that non-electric and non-gas savings are not
referenced in the Order, and that clarification is needed on how to value
these savings, particularly in light of the concerns relating to benefit-cost
testing.

The Commission clarifies that the GST and TRC tests both quantify non-electric

and non-gas savings, and those tests should be used to demonstrate quantifiable
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savings that are not a direct economic benefit to ratepayers. Direct economic benefits
should be clearly separated and distinguished from non-direct economic benefits so
that these are visible to the general public.

9) The Joint Movants request clarification as to what constitutes a program
that would qualify under the Commission’s definition of “not solely
ratepayer funded”.

The Plan proponents made no showing whatsoever that they pursued separate
government funding, grant funding, non-profit partnerships or funding, voluntary
tariff offerings, or any other conceivable source of funding other than the status quo of
direct or indirect ratepayer funding. At the very least, the Plan proponents must show
that they exhausted all practical options to procure funding from sources other than
ratepayers. See Order No. 25,932 at 58 (“Private funding should continue to be used to
the greatest extent possible to fund the EERS programs”); see also RSA 125-0-a, I(j)
(the Energy Efficiency & Sustainable Energy Board shall “[ijnvestigate potential
sources of funding for energy efficiency...”).

10)The Joint Movants state that clarification is required as to the criteria to
be applied to determine the lowest per-unit cost, and what criteria
should be used in evaluating which programs will qualify as the lowest
per-unit cost.

The Commission refers the Joint Movants to the previous clarifications
regarding quantifiable economic benefits accruing to ratepayers. In addition, modeling
that demonstrates that energy efficiency is a least-cost option compared to supply-side
alternatives, including renewable energy sources, should be applied in the evaluation
of programs for lowest per-unit costs. As in previous clarifications, the GST and TRC
tests shall be applied in order to choose programs that have the best return on
investment.

11)The Joint Movants state that the reference to “Dollar savings per unit of

energy estimated to have been produced” is unclear with respect to
whether this refers to the inverse of a utility’s cost to save each unit of
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energy or if it is something new. Energy also seeks clarification relating
to the treatment of the 2021 Avoided Energy Supply Costs Study.

The Commission clarifies that “avoided” costs should be evaluated, as opposed
to “produced.” The Joint Utilities should use the updated 2021 AESC figures in the
calculation of avoided costs in future proposals for programming.

12) The Joint Movants request clarification regarding the second portion of
the requirement that savings be “broken out by participating and non-
participating ratepayers, by ratepayer class.”

The Joint Utilities shall continue to provide modeling similar to that provided in
Exhibit 4 Attachment M to demonstrate savings broken out by participating and non-
participating ratepayers, and by ratepayer class.

13)The Joint Movants seek clarification on what constitutes appropriate
administrative and overhead costs in light of the Commission’s concerns
expressed in the order that more than 15 percent of program costs were
allocated to administration and overhead.

The Order points out that $58.3 million in administration costs were included
in the Proposal. The Commission would expect that the administration costs,
implementation services, and marketing costs would be reduced proportionally from
the initial Proposal to the updated programming proposal, with EM&V reduced much
more significantly due to the phasing down of EM&V.

14)The Joint Movants seek clarification on the calculation of “gross savings”
required by the order. Energy also requests clarification of the use of
gross and net savings figures.

Although the Commission requires gross savings to be reported, we allow the
Joint Utilities to choose between net or gross savings® when developing the Program

Proposal, so long as assumptions are fully disclosed. The utilities are free to use

EM&V and other tools for internal evaluation and to provide the Commission with

5In the context of the calculations requested, gross savings are the lifetime total savings in
dollars, using a stated discounted cash flow. Net savings uses the gross savings in dollars and
subtracts the discounted cash flow cost
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useful information derived from these tools. The Commission will use GST and TRC
tests for the program evaluation.

15)The Joint Movants seek clarification whether the carryforward
requirement applies to HEA funds.

Unless statutorily authorized, the programs shall not carry forward fund
balances year-to-year, as discussed herein.

16) The Joint Movants seek clarification whether 2021 carryforward balances
should be calculated in the aggregate or that balances be shown for each
sector.

The Commission clarifies that 2021 carryforward balances should be calculated
in the aggregate for each utility by taking actual 2021 revenues and subtracting the
actual 2021 spending.

17)The Joint Movants state that the Order’s reference to RSA 125-0:23 is
misplaced, and that further clarification is needed regarding whether the
Commission intends for the NH Utilities to utilize RGGI funds in a
manner that is different from the Proposed Plan.

The Commission clarifies that it does not intend for the Joint Utilities to utilize
Regional Greenhouse Gas Initiative (RGGI) funds, as allocated by the Department of
Energy, in a manner that is different from that contained in the Proposed Plan.

18)The Joint Movants seek clarification on how NHEC should treat
overspent amounts, and Energy seeks clarification on the impacts of
budgetary overspends and forecasted versus actual revenues.

Consistent with the determination on rehearing above, any overspending of
budgets by the NHEC will trigger a filing requirement. Because the NHEC does not
have shareholders and is not otherwise rate regulated, it is free to use an alternative
rate mechanism to recoup overspent budgets without relying on system benefits
charge (SBC) revenues.

With respect to Energy’s request, overspending occurs when actual costs are

greater than actual revenues, and underspending occurs when actual costs are less
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than actual revenues. The Commission expects the utilities to closely monitor actual
revenues across all sources, including FCM and RGGI, and adjust program budgets
and costs throughout the year. The level of uncertainty in both revenues and costs
decreases month by month, from January to December, as more revenues and costs
are booked, allowing the utilities to tailor their spending profile to the actual revenues.
19)The Joint Movants state that the NH Utilities that have lost base revenue
(“LBR”) will require a hearing to set that rate, and the last approved LBR
will remain in place until a hearing can be held, or an order nisi issued.
The Commission clarifies that the utilities that have LBR shall file any proposed

rate change by March 31, 2022.

20)Finally, the Department of Energy requests clarification on the process
for the parties’ review of the new Program Proposal.

Although expeditious implementation of new programming is important, we
agree that a revised schedule for the submission of the new Program Proposal is
appropriate following the suspension of filing deadlines pursuant to Order No. 26,556
and the clarifications issued herein. We also acknowledge Energy’s request to
incorporate further process related to the development and filing of a new program
proposal. We therefore direct the Joint Utilities to confer with the parties in this matter
and file a proposed procedural schedule by January 21, 2022. The proposed
procedural schedule should result in submission to the Commission of a Program
Proposal for the remainder of the 2021-2023 triennium no later than March 31, 2022,
for effect May 1, 2022 upon Commission approval. The Program Proposal filing shall
include a detailed budget containing all program and cost items greater than $500,000
in live spreadsheets, and proposed spending by program and each program’s
corresponding benefit/cost calculations in live spreadsheets as outlined in the Order.
If the proposed procedural schedule is not assented to by all parties, objections to the

proposed procedural schedule shall be filed no later than January 28, 2022.
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VI. Conclusion

Based upon the foregoing, it is hereby

ORDERED, that the Joint Utilities’ motion for a full commission and
appointment of special commissioner(s) is GRANTED IN PART to the extent that a
special commissioner has been requested to replace Commissioner Simpson, and
otherwise DENIED; and it is

FURTHER ORDERED, that the Joint Movants’ motion for rehearing,
clarification, and stay of Order No. 26,553 is GRANTED IN PART to the extent the
Commission has reheard issues relating to carryforwards and issued numerous
clarifications, as discussed in the body of this order, and is otherwise DENIED; and it
is

FURTHER ORDERED, that the Department of Energy’s motion for rehearing
and/or clarification of Order No. 26,553 is GRANTED IN PART to the extent the
Commission has reheard issues relating to carryforwards and issued numerous
clarifications, as discussed in the body of this order, and is otherwise DENIED; and it
is

FURTHER ORDERED, LISTEN Community Service’s motion for rehearing,
clarification, and stay of Order No. 26,553 is GRANTED IN PART to the extent the
Commission has reheard issues relating to carryforwards and issued numerous
clarifications, as discussed in the body of this order, and is otherwise DENIED; and it
is

FURTHER ORDERED, that the Joint Utilities shall file an EM&V proposal
related to ongoing participation in the ISO-NE forward capacity market as discussed

herein no later than March 1, 2022; and it is
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FURTHER ORDERED, that the utilities collecting lost base revenue shall file for
any necessary rate changes no later than March 31, 2022; and it is

FURTHER ORDERED, that the Joint Utilities shall file a procedural schedule
relating to the submission and evaluation a new Programming Proposal by the
deadlines established herein above, but in any case, a new Program Proposal shall be
filed no later than March 31, 2022.

By order of the Public Utilities Commission of New Hampshire this seventh day

of January, 2022.
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Daniel C. Goldner Pradip K. Chattopadhyay
Chairman Commissioner
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ELECTRI C UTI LI TY RESTRUCTUR NG
Energy Efficiency Prograns

Order Establishing Guidelines for
Post - Conpetition Energy Efficiency Prograns

ORDER NO 23,574

Novenmber 1, 2000
PROCEDURAL HI STORY
On February 28, 1997, the New Hampshire Public
Utilities Comm ssion issued its Restructuring New Hanpshire's
Electric Uility Industry: Final Plan (Plan), Order No.
22,514, 82 NHPUC 122 (1997). In that order, the Conm ssion
pl anned to phase out existing energy efficiency prograns
offered by utilities and funded by utility ratepayers within
two years of the inplenentation of retail choice.
Subsequently, the Comm ssion issued its Order on
Requests for Rehearing, Reconsideration and Clarification,
Order No. 22,875, 83 NHPUC 126 (1998) which affirmed in part
and vacated in part its position in the Plan regarding utility
sponsored energy efficiency prograns. The Commi ssion, acting
in response to principles incorporated in RSA 374-F,
recogni zed that the
transition to market based prograns may take | onger
than the two-year period we mandated in the Plan,

t hough we continue to believe that such a transition
period is an appropriate policy objective. W also
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recogni zed that there may be a place for utility
sponsored energy efficiency prograns beyond the
transition period, but these prograns shoul d be
limted to 'cost-effective opportunities that my
ot herwi se be | ost due to market barriers.' W
believe that efforts during the transition toward
mar ket - based DSM pr ograns should focus on creating
an environment for energy efficiency programs and
services that will survive without subsidies in the
future.

ld. at 163. Further, the Conm ssion directed interested

st akehol ders to forma working group to explore a wi de range
of issues pertaining to the future of ratepayer-funded energy
efficiency activities in New Hanpshire. The Conm ssion
requested that the working group address a nunber of issues
relating to the follow ng: standards for evaluating energy
efficiency programs; the appropriate cost-effectiveness test
for future program eval uati on; market barriers; market
transformation initiatives; appropriate funding for |owinconme
energy efficiency prograns; the effect of energy efficiency
prograns on rates and recovery of necessary revenues; and the
contribution to funding of energy efficiency progranms by |arge
commercial and industrial custoners, even if they do not
participate in the programs or receive transition service.
Interested parties were instructed to contact the Conm ssion's
Executive Director. The working group was further directed to

take a fresh |l ook at energy efficiency prograns.
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Several parties indicated their interest in
participating in what became known as the New Hanpshire Energy

Efficiency Working Group (Working Group). The Working G oup

was conprised of Staff and a m x of stakehol ders from
utilities, governnental agencies, environnmental groups,
residential and business consumer advocacy groups and energy
service providers.! The Working Goup held its initial neeting
in May 1998 and conducted nunerous neetings thereafter for
over a year. Mst of the discussions were facilitated by a
hired consultant, Jonathan Raab of Raab Associates. The
cul mnation of the Working Goup's efforts was filed with the
Comm ssion on July 6, 1999 with the subm ssion of the Report
to the New Hanpshire Public Utilities Comm ssion on Ratepayer-
Funded Energy Efficiency Issues in New Hanpshire (Report). A
hearing on the Report was held on Septenber 24, 1999 at which
time M. Raab provided a summary of the Report and nenbers of
t he Working G oup provided individual coments.

On July 19, 2000, the Conm ssion, through its
General Counsel, issued a letter to the parties in DR 96-150

and DE 99-099 regarding the allocation of the System benefits

1
A conplete listing of Working Group participants is

included in the Working G oup Report submtted to the
Comm ssion on July 6, 1999.
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Charge between | ow i ncone prograns and energy efficiency
prograns pursuant to Chapter 249, Laws of 2000 (effective June
12, 2000). The Conm ssion’s decision concerning the allocation
of the system benefits charge between | ow i ncone progranms and
energy efficiency is contained in Order No. 23,575, COctober
31, 2000.

1. FINAL REPORT OF THE NEW HAMPSHI RE ENERGY EFFI CI ENCY
WORKI NG GROUP

The Wobrking Group's recommendati ons, as detailed in
the Report, can be summari zed as foll ows:
1. Cost-Effecti veness Test: The Comm ssion shoul d adopt a

New Hanpshire cost-effectiveness test that includes the
fol | owi ng:

a) avoi ded generation, transmssion & distribution costs
for program participants;

b) programcosts (e.g., admnistration, nonitoring,
eval uation, etc.) for programparticipants;

C) both the benefits and costs associated w th market
effects (e.g., spillover, post-programadoptions);

d) guantifiable benefits and costs associated w th other
resources in addition to electricity (e.g., water,
gas, oil);

e) a 15% adder for additional non-quantified benefits

(e.g., environnental and other benefits); and

f) the cost of utility sharehol der incentives, but
applied to all prograns together rather than to
i ndi vi dual prograns.

The G oup agrees that all prograns includi ng new market
transformation initiatives should be screened using this
new cost-effectiveness test, and that progranms are
expected to surpass a 1.0 benefit/cost ratio. Both | ow
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i ncomre prograns and educational prograns could still be
approved by the Commi ssion even if they do not surpass a
1.0 benefit/cost ratio given their additional hard-to-
gquantify benefits. The Goup al so agreed on nunerous

ot her net hodol ogi cal issues and assunptions, but is
deferring on a recomendati on with respect to the
appropriate avoi ded costs pending sone forthcom ng
research being done in the region that nenbers wish to
review The Goup also agrees to the use of multi-year
anal yses to judge the relative value of ratepayer-funded
energy efficiency prograns in the context of energy policy
goals, the use of the Prine Rate, adjusted annually, on or
around June 1 so that projected costs and benefits can be
stated in present value terns; and a preferred but not
requi red use of coordi nated eval uati on and cost -

ef fectiveness analysis for prograns that are inplenented
on a coordinate or joint basis or which use the same
program desi gns, procedures and inplenmentation strategies,
so as to reduce eval uation costs and increase consi stency.

Formation of an Enerqgy Efficiency Commttee: The G oup
agrees that New Hanpshire utilities could continue to be
the primary programadministrators, at |east over the next
few years (i.e., during the period when transition service
is offered). However, the Group recomrends the formation
of a New Hanpshire Energy Efficiency Commttee to i nprove
program consi stency and reduce program adm ni stration and
i mpl ement ati on costs through cl oser cooperation anong
utilities and ot her stakeholders. The mission of the
Committee would be to devel op a consistent set of
statewi de core prograns for New Hanpshire ratepayers. The
G oup recomends broad stakehol der invol verrent in the
Committee and the devel opment of an annual report to the
Comi ssi on. Recomrended nenber shi p i ncl udes
representatives fromall of the jurisdictional electric
utilities, key state agencies (Governor's O fice of Energy
and Community Services, Departnent of Environnental
Services, (Ofice of the Consuner Advocate), and ot her

st akehol ders groups (consuner, environmnent al
suppl i ers/ energy servi ce conpani es).

Energy Efficiency Funding: The Group agrees that as is
implicit in the restructuring legislation, after 70% of
the State has gone to retail conpetition, each
jurisdictional electric utility shall budget 1 m Il per
kilowatt-hour (kW) in the first year and 1.5 nills per
kWh in the second year for energy efficiency, with the
option for an individual utility to exceed that level if
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t he conpany, other parties, or both so choose and the
Commi ssi on approves. The Goup did not reach agreenent on
funding rates after the second year, with some menbers
believing that it is prenmature to do so and ot hers
believing that funding rates in the range of 2.5-3.2 mlls
per kWh are appropriate. The Goup al so acknow edges and
accepts the Conmi ssion’s recent decision that | owincone
funding for energy efficiency should come directly from
the energy efficiency fund rather than the | owi ncone
electric bill assistance portion of the systembenefits
charge (SBC). However, the Goup agrees that once the

el ectric assistance program (EAP) is fully operational

t he Comm ssion should review the EAP programto determ ne
i f any EAP funds can be nade avail able for |owincome
energy efficiency progranms. The G oup has not devel oped
detail ed budgets by distribution conpany, by rate class,

or by programtype. However, the Goup did agree that
energy efficiency programfunds should be allocated to the
residential and commercial and industrial (C1) sectors in
approxi mate proportion to their contributions to the fund.
Additionally, the Goup agreed that |owincone prograns
shoul d be funded by all customers. Also, the Goup, with
the exception of two utilities and Staff, agreed that
under- and over-expenditures on energy efficiency prograns
shoul d be carried into the subsequent year for purposes of
cal cul ati ng energy efficiency budgets.

Sharehol der Incentives and Lost Fixed Cost Recovery: The
QG oup recomends that utilities be entitled to earn

shar ehol der incentives. The sharehol der incentive
approach agreed to by the Group is based on the
performance of the prograns nmeasured in terns of their
actual cost-effectiveness and energy savings relative to
the projected cost-effectiveness and energy savi ng
savings, respectively. Separate target incentives are
proposed for the residential and C1 sectors set at 8% of
the total programand eval uation budgets for each sector
Superior performance could be rewarded by up to 12% of the
pl anned sector budgets. The Goup, with the exception of
two utility nenbers, agreed that there should be no
recovery of |ost revenues for neasures installed post-

I npl enentation Date. The two utilities who did not agree
assert that they should be entitled to recover | ost
revenues for future progranms until ratenaking changes

di m ni sh the need for recovery. The G oup agreed that

i ssues associated with historic |ost revenues should be
dealt with on a utility-specific basis by the Conmm ssion
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Mar ket Franmework: The Group spent substantial tine trying
to forge a framework for determ ning when particul ar

mar kets shoul d be eligible for ratepayer funding. The
Goup westled with different perspectives anong its
nmenbers about the definition of a “rmarket barrier” and
whet her particul ar market conditions justified
consideration for targeted prograns. For instance, G oup
nmenbers coul d not agree whether: 1) lack of awareness
about an energy efficient technology or practice; 2) |ack
of availability; or 3) lack of wi despread utilization are
i ndi cative of market barriers or narket failures; are
nornmal for new products and services, or both. Despite
its lack of consensus on definitions and thresholds, the
QG oup worked hard to devel op potential tools to use in
assessing the eligibility of a given energy efficiency
technol ogy or practice for funding. These tools include a
detailed franework in matrix formlocated i n Appendi x 2A
and anot her narrative framework |ocated i n Appendi x 2B
Sorre nenbers prefer one over the other. Neverthel ess, the
entire Goup agreed that these frameworks have many
simlarities, are not nmutually exclusive and are not yet
fully fleshed-out. Still, the Goup recommends themto

t he Commi ssion and the proposed Energy Efficiency
Committee for potential refinenment and use.

Pr ogr am Desi gn:

The Group agrees that a proposal for a programin a narket
eligible for ratepayer funding should identify:

a) the reasons for addressing this market;

b) t he general approach or approaches that coul d best
addr ess those conditions;

C) the evaluation netrics and exit strategy;

d) budget ;

e) program adm ni strati on; and

f) cost-effectiveness.

The Goup further agrees that in designing prograns,
adm ni strators and ot hers shoul d adhere to certain
principles including, but not limted to:

a) nmaxi m ze opportunities for nmarket transformati on such
that long-terminpacts continue to occur after the
program has concl uded, thus creating pernmanent narket
changes;
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b) assure that ratepayer-funded efficiency prograns are
designed in a manner such that they conpl ement and do
not hi nder the devel opnent of private sector
efficiency products, services, and prograns and that
t hey encourage the devel opnent of private sector
products, services and prograns whenever possible,
with the ultimate goal of achieving energy efficiency
markets that operate effectively wi thout ratepayer
f undi ng;

C) assure that existing programdelivery nechani sns are
conti nued where they provide benefits (e.g., from
exi sting expertise, infrastructure, etc.), do not
conpete with private sector alternatives, and are
cost-effective. Consider and recomrend to the
Commi ssion alternative delivery mechani snms where
appropriate; and

d) assure that there are well-constructed exit or narket
transitioning strategies for technol ogi es and
practices. |Inplenmentation of these transitioning

strategi es should not wait until reaching exit

t hreshol ds, but shoul d begin as you approach them —
i.e., as the market matures. Such strategies nay

i ncl ude such things as increasing custoner
contributions of measure cost, using financing
nechani sns over rebates, and retail-focused prograns
over utility catal ogs.

Low | nhcone Enerqy Efficiency Program

The G oup provided a basi c program desi gn reconmrendati on
for a lowincome programfor New Hanpshire which incl udes
a statew de coordi nated program conprehensive energy
efficiency products, services, and education that could
save 1000 kWh per year per househol d on average, and
funding and infrastructure to ultinately serve

approxi mately 2,500 | owincone custoners per year. The

G oup recommended funding in the first year of $1.5
mllion and $2.5 nmillion funding | evel by program year
three. The G oup does not believe that sufficient funding
exists in the | owincome system benefits charge to sustain
both I owincone affordability and energy efficiency
activities are this tine. The Goup recomrends adopting a
hybri d program delivery which would provide for a
centralized integrated approach while maintaining the
option for utility specific progranms. The G oup believes
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a market exit strategy should not be instituted for the
| ow-i ncone residential sector at this tine.

L. COW SSI ON ANALYSI S

The Conmi ssion wi shes to thank the nmenbers of the
Working Group for their time and efforts to provide the
Conmmi ssion with the Report and the recommendati ons cont ai ned
therein. The diligence shown by the nenbers attests to their
desire to provide the Conm ssion with a franework that wl|
facilitate the delivery of cost effective energy efficiency in
New Hanmpshire.

The Comm ssion has considered the Report and the
statenments provided at the Septenmber 24, 1999 hearing, in
addition to prepared statenments and comrents provided
previously in this proceeding and other DSM dockets. W have
eval uated our policy on energy efficiency in a post-
restructured electric industry in light of those comments, the
Report and the passage of Chapter 249, Laws of 2000 as well as
the comments we received in response to the July 19, 2000
letter fromthe Comm ssion soliciting conments on the division
of the system benefits charge between | ow i ncone prograns and
energy efficiency/conservation prograns.

The best way to proceed is to establish guidelines
that assist the utilities and interested stakeholders in the

design and inplenmentation of future energy efficiency
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prograns. Although the Comm ssion adopts portions of the
recomrendati ons made by the Working Goup in the Report, the
Report itself is not considered a part of this Order nor are
all of the recomendati ons and concl usions stated in the

Energy Efficiency Working Group Report being adopted.

A. Leqgislative Intent; Conm ssion Policy and Goal

The Comm ssion's policy and goal for energy
efficiency were defined in response to the relevant policy

principle articulated in the Restructuring Act:

Restructuring shoul d be designed to reduce market barriers
to investments in energy efficiency and provide incentives
for appropriate denmand-si de nmanagenment and not reduce
cost-effective custoner conservation. Wility sponsored
energy efficiency progranms should target cost-effective
opportunities that may otherw se be | ost due to market
barriers.

RSA 374-F:. 3, X
The Conmm ssion defined its policy for energy
efficiency in Order No. 22,875 as follows:
The nost appropriate policy is to stimulate, where needed,
t he devel opnent of narket-based, not utility sponsored and

rat epayer funded, energy efficiency prograns, a principle
that the Legislature incorporated into RSA 374-F.

Qur goal for energy efficiency progranms was also clearly

delineated in Order No. 22, 875:

W believe that efforts during the transition toward
nmar ket - based DSM prograns shoul d focus on creating an
envi ronment for energy efficiency prograns and services
that will survive without subsidies in the future



DR 96- 150 -11-
W can not enphasi ze enough our belief that these

prograns must conpl ement the new energy narkets, and not

hi nder their devel opnent.
We continue to enbrace that overarching goal. The benefits of
a retail electric market will not be fulfilled w thout a
conpetitive whol esal e market and a vi brant, unsubsidi zed
energy efficiency market.

B. Tine Frane

In the Plan, we stated that we would cap the then-
current utility DSM program expenditures at their | atest
approved levels. W also put the utilities on notice that
rat epayer funded DSM prograns woul d be phased out over a two-
year period beginning with the inplenmentation of retail
choi ce.

We believe the transition service tinme frane
delineated in Chapter 249, Laws of 2000 provides a sound
starting point for all utility sponsored DSM prograns.
Transition service for PSNH s residential custoners, street
[ighting custonmers, and general delivery Rate G custoners is

avail able for 24 nonths after initial transition service ends,
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a total of 33 nonths. RSA 369-B:3, IV(b)(1)(B)(i).? To
ensure some consi stency and enhance market transfornmation,
this time frame will apply to the DSM progranms of all electric
utilities even though transition service for sonme nay
term nate before PSNH s transition service term nates. The
Comm ssion will evaluate whether it is appropriate to extend
the tinme franme or what other changes are needed as the end of

PSNH s transition period nears.

C. Enerqgy Efficiency Comittee

We appreciate the G oup’s proposal to form an Energy
Efficiency Commttee to | ook at market transformation.
However, we have a nunber of concerns about the proposed
commttee. We are concerned that the commttee will continue
to devel op and sponsor traditional prograns that have been
offered in the past. Further, we believe that the commttee
will not streamline the review process. It is an
under st andabl e obj ective; however, there will continue to be

opposi ng positions and parties and we view the hearing

2

In the rel evant provisions of Chapter 249, codified as
RSA 369-B:3, |1V, the Legislature did not establish any
requirenments outright. Rather, it set out certain
determ nations that the Comm ssion was required to neke,
and conditions the Comm ssion was required to inpose on
PSNH, in any finance order approving the securitization
of PSNH stranded costs. The Conm ssion did so in Order
No. 23,550 (Septenber 8, 2000).
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process as an inportant and necessary forumthat wll
continue to provide us insight from several viewpoints.
Additionally, we believe that it is inportant for us to hear
fromthose conpanies currently providing energy efficiency
services in the marketplace and the inpacts our policies have
on their business. The commttee as proposed seens too |arge
to be effective and enbraces a governance that woul d, at |east
based on the transition periods discussed earlier, utilize
resources that could better be devoted to program design,
i npl ement ati on and neasurenent. Moreover, we do not believe
it is appropriate to use ratepayer funding for the commttee.
We believe that a better way to proceed than with
the formal creation of the conmmttee is to request that the
utilities work together during program design to ensure that a
set of “core” progranms being offered have the same eligibility
requi renents, design, etc. to ensure consistency anong the
utilities. Any utility requesting to design a program
different fromthe other utilities should provide witten
testimony in its energy efficiency filing explaining its
proposed deviation fromthe core program An infornal
commttee process to |l ook at market transformation and to
conmment on utility core programofferings is acceptable and

encouraged. If an informal commttee is forned, we would
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encourage greater representation and participation of
busi nesses currently providing energy efficiency products and

services in New Hanpshire and New Engl and.

D. Cost-Effectiveness Test

We will accept the cost-effectiveness test as
proposed in the Wirking G oup’s Report. W do so recogni zi ng
that the thresholds of a benefit-cost ratio have changed, and
that the test itself now includes spillover benefits and costs
not previously included in the cost-effectiveness test, as
well as a 15 percent adder to represent environnmental and
ot her benefits of energy efficiency/conservation prograns.

Al t hough t he Conm ssion has not previously authorized the use
of adders, we will do so here and permt such a nmechani sm
until some material change occurs that would warrant our
reconsi deration of the adder or its magnitude.

Of greater concern for now is what avoi ded
generation costs should be used in the cost-effectiveness
test. The Report is silent on this topic, but nentions the
study done on this subject for DSM screening in Massachusetts
by the Avoi ded- Energy- Supply-Conponents Study G oup. The
Study Group devel oped generati on val ues based on a regi on-w de
cost sinmulation nodel. Although we and the Working Group have

not reviewed the Study Group's analysis, absent better avoi ded
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generation price estimtes we will direct the utilities to use
t he consensus val ues contained in that report as part of the
filing of the core progranms on January 1, 2001. |If the
January 1, 2001 filings contain avoi ded generation prices that
are different fromthose in the Study G oup report, the
filings should contain a detail ed explanati on of how the

avoi ded generation prices were calculated as well as why the
change was made. Those utilities not restructured or those,
such as PSNH, still supplying power fromtheir own generation
portfolio in the near-term should use the avoi ded generation
supply cost of their portfolio in the near-term and the

avoi ded supply prices contained in the Massachusetts report
for those years when the utility no |l onger expects to have its
own generation. Each utility will, of course, continue to use

its own avoided transm ssion and distribution costs.

E. Least Cost Fixed Revenues (LCFR)

Consi stent with Order No. 22,875, we continue to
believe that it is appropriate to nove as quickly as possible
fromthe paynent of | ost revenues as part of any energy
efficiency progranms and will deny recovery of |ost revenues on
a forward-going basis. The |argest portion of the conponent
of lost revenues that was and is currently recovered by

utilities is for recovery of fixed costs associated with



DR 96- 150 - 16-

generati on assets and/ or whol esal e power contracts, although

we recogni ze that DSM programs will continue to have an effect
on base rate revenue recovery. This effect on base rate
revenue does not exist in isolation, however. Nunerous

policies of the Conm ssion and practices of the utility affect
base rate revenue recovery. For that reason, we will not

i solate the on-going effect of one program such as DSM and
ascribe revenue effects to it and not to others. Rather, we
will continue to nove away from | ost fixed cost recovery and
toward a limted incentive program

Where the Comm ssion has dealt with the recovery of
generating assets and whol esal e contracts through stranded
costs recovery, the only costs left to be recovered through
| ost revenues relate to transm ssion and distribution. Should
a utility find that the energy efficiency prograns offered in
their service territories significantly reduce sales to an
extent that affects its profitability, the utility has the
right to file a rate case with the Conmm ssion.

As part of PSNH s restructuring settlenent agreenent
approved by the Conm ssion in DE 99-099, PSNH relinqui shes
recovery of any historic LFCR  Lost revenues that are
currently carried on the books of Concord Electric Conpany,

Exeter & Hanpton Electric Conpany or Connecticut Valley
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El ectric Conpany (CVEC) because of past or existing prograns
wi Il be considered on a case-by-case basis.

F. Pr ogr am Desi gns

Post retail choice energy efficiency progranms shoul d
denonstrate a novenent towards consistency in both program
of fering and program design. These progranms need to neet the
Legislature’s directive that “[e]lnergy efficiency prograns
shoul d target cost-effective opportunities that may otherw se
be I ost due to market barriers.” RSA 374-F:3, X

As we have stated above, we expect each utility to
file progranms that are part of a state-w de set of core
prograns. The principles listed on page 9 of the Report are
appropriate for the design of post retail choice DSM prograns:
the reasons for funding the program the state of the market,
t he general approach that will be used to transformthe market
for that particular product or service, the specific netrics
used to evaluate transformational effects, an exit strategy,
t he budget including program adm nistration costs, and the
cost-effectiveness of the neasure. Each utility filing,
whet her for the core prograns or its individual prograns,
shoul d al so include a thorough description of the steps it
intends to take to determ ne which progranms or nmeasures wl |

be offered, how the prograns or neasures will be delivered,
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the time franme for delivery, the estimted cost of delivery,
t he expected benefits of the prograns and ot her pertinent
filing conponents.

As we have stated previously, and as we state in a
concurrent order being issued today, |ow incone energy
efficiency progranms will be funded out of the general energy
efficiency budget of the electric utilities. Low incone
energy efficiency prograns should reflect an agreed-upon set
of core progranms. This is an area where we believe well -
desi gned, statew de progranms could help to alleviate the
apparent persistence of "undesirable market conditions,"” to
use the | anguage of the G oup, characteristic of this group of

custonmers.

G Pay As You Save

The Comm ssion believes that there are many benefits
that m ght be gained from noving energy efficiency prograns
from exclusive reliance on direct subsidies to greater
partici pant funding of conservation nmeasures. A properly
desi gned Pay As You Save (PAYS) program as described in
Publ i c Service Conpany of New Hanpshire, 84 NH PUC 185, 191
(1999), could potentially unleash pent-up consunmer demand for
efficiency measures. Under a PAYS nodel, utility or other

funding is used to finance the purchase of approved efficiency
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measures from vendors, and the neasure cost is repaid on the
bill over tinme, such that bill savings exceed neasure cost
paynments in the near term Variants include paynents running
with the nmeter for high-cost, long-lived nmeasures such as
insulation. |f successful, PAYS could directly transformthe
mar ket for efficiency by providing custoners a way to purchase
efficiency neasures that are cost effective fromthe

partici pants perspective today, but that are not purchased in
the volunmes that woul d be expected given that fact. PAYS
woul d elim nate up-front costs, overcone split incentives and
provi de assured savings to participating custoners.

Towards this end, the Comm ssion directs the
utilities to cooperate with GOECS and i nplenment a pilot PAYS
Program beginning with PSNH and the New Hanpshire Electric
Cooperative (NHEC). We direct PSNH and NHEC, in consultation
with GOECS, to file a proposed PAYS pil ot design by February
1, 2000 for Comm ssion review. To the extent possible, we
woul d expect the filing to be made jointly by PSNH and NHEC.
The amount budgeted for the PAYS pilot should be sufficient to
support a useful pilot, but should not exceed 10 percent of
t he DSM budget for the two utilities combined. After
reviewi ng the experience of PSNH and NHEC with the PAYS

concept, we will determ ne any changes that are necessary in
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t he PAYS program design and consider its extension to the
bal ance of electric utilities in the state.

H. | ncenti ves

We will accept the incentive nmechani sm proposed by
the Working Group. The Wrking Goup reconmmended a fornmula to
cal culate incentives to give utilities an opportunity to
provi de, at |east for now, utility-sponsored prograns that
woul d either not be provided by the market or prograns that
will help the transition to non-subsi di zed energy efficiency
progranms. The utility nmust denonstrate that the program for
which it seeks incentive paynents offers custoners
extraordi nary benefits and will enhance the nove toward either
non- subsi di zed DSM prograns or market-based energy efficiency.
These benefits should be over and above what woul d accrue to
ratepayers with prudent utility managenent.

Because the incentive mechanismis new, we wl|
closely scrutinize the utility DSM filings to eval uate whet her
it fairly bal ances the interests of sharehol ders and

custonmers.

| . Moni tori ng and Eval uati on

The Working G oup recognized the need to conduct a
review of the ratepayer-funded energy efficiency prograns.

The Working Group recomends nul ti-year anal yses that includes
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short and | ong-term savi ngs, market transformation, and
recognition of energy policy goals. The Report does not
state who will conduct the anal yses, but nentions the
preference for a cost-effective and coordi nated review. The
Wor ki ng Group has provided as attachnments to its Report two
framewor ks for the Conmm ssion to consider in our eval uation of
whet her and when certain energy efficiency products or
measures should no | onger receive ratepayer support.

The inmportance of a thoughtful and thorough
nmonitori ng and eval uati on program cannot be overstated. As
proposed in the Report, an assessnent of energy efficiency
prograns and neasures should analyze the effects of the
prograns and neasures on renoving and reduci ng market barriers
or transform ng the market for those products. However,
moni tori ng and eval uati on should include nore than the market
assessnment framework contained in Appendix 2 to the Report.
| mpact and process evaluations are inportant, as well.

The attachnments provided by the Working G oup should
prove hel pful in our future determ nation of market
transformati on progress for the nmeasures we approve during the
time frame we discussed earlier. W wll approve the use of

bot h frameworks set out in Appendix 2 for such a market
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transformati on assessnent. We note that Appendix 2A is the
nore robust of the alternative frameworks.

In addition to the market transformati on assessment,
we expect that an independent inpact analysis for the core and
non-core prograns will be perfornmed as appropriate. Such an
i npact anal ysis would focus on how well the prograns that are
i npl emented are providing the net benefits that are
forecasted. The January 1, 2001 core programfiling should
i nclude detail on how such independent inpact analyses will be
conducted as well as a proposed tine frane in which they wll
be conducted. The January 1, 2001 filing should also include
any proposals for process evaluations of new or continued

prograns.

J. Adm ni stration of Prograns

As recommended in the Final Report, we wll allow
the utilities to continue to adm nister energy efficiency
prograns; however, as discussed above, we direct the utilities
to join efforts and coal esce their individual program
offerings into a set of core prograns that neet the market
transformati on goals we have reiterated above. W expect the
utilities and other interested stakeholders to neet and try to
agree on a diverse, but limted set of core prograns that

woul d be filed at the sanme tine by all the electric utilities.
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| f ratepayer-funded energy efficiency prograns
continue beyond the time frame we outlined above, we will re-
eval uat e whet her those prograns should be adm ni stered by a
third party or should be continued under the current framework
of utility adm nistration. One factor we will use in that
determ nation is which format noves toward market

transformation in the nost cost-effective and efficient way.

K. Applicability of Order to Gas Utilities

We defer the decision whether to inpose the
gui delines issued in this order on New Hanpshire's gas
utilities. W understand that although Northern Utilities,
Inc. participated in the Wirking G oup's neetings, EnergyNorth
Natural Gas, Inc., the utility serving approximtely 75
percent of New Hanpshire's natural gas custoners, did not. 1In
addi tion, we believe that all parties should have the
opportunity to comment on the applicability of this order to
gas utilities. Coments on the applicability of this order to
gas utilities should be submtted within 60 days fromthe

i ssuance date of this order

L. Utility Filings

In order to facilitate the thorough review of core
program of ferings, we will give utilities and other parties 60

days to agree upon a set of core programs. The core prograns
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shoul d be filed on or about January 1,

be on the efficacy of the core prograns.

-24-

2001.

Qur focus wll

| ndi vidual utilities

may file other energy efficiency prograns based on the

specific objectives of that

with the goals and objectives we stated above.

wi |l stagger the subm ssion of specific utility

efficiency programfilings as foll ows:

utility so long as they conform

The Conmm ssi on

ener gy

Uility Filing date Ef fective Date
Concord El ectric Conpany &

Exeter & Hanmpton El ectric Conpany June 1, 2001 Sept. 1, 2001
Connecticut Valley Electric Conpany June 1, 2001 Sept. 1, 2001

Ganite State Electric Conpany

March 1, 2001

June 1, 2001

New Hanpshire El ectric Cooperative

June 1, 2001

Sept. 1, 2001

Public Service Conpany of New Hanpshire

March 1, 2000

June 1, 2001

Should any utility anticipate difficulty in neeting the above

filing requirenents, that utility shal

file a request for

extension with the Conm ssion within thirty (30) days fromthe

date of this order.
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M Recovery and | nterest

The Working G oup has recommended that the energy
efficiency charge be paid by all custonmers. That
recommendation is consistent with RSA 374-F:3, VI, which
aut horizes the inmposition of a non-bypassable and
conpetitively neutral system benefits charge to fund, anpng
ot her things, energy efficiency progranms. Accordingly, we
accept the Wirking Group's recomendation. W note, as we
determ ned in Order No. 22, 999, 83 NHPUC 432 and Order No.

23, 172 (March 25, 1999), that energy efficiency costs shoul d
be recovered through the separate system benefits charge and
di spl ayed in an unbundl ed fashi on on custonmer bills.

Unl ess ot herw se noted, the funding for energy
efficiency progranms shall continue to be fully reconciling and
any nmonthly over- or under-collections shall accrue interest
at the prinme rate as reported on the first business day of the
nmont h applicable as reported in the Wall Street Journal.

N. Energy Efficiency Portion of System Benefits Charqge

Chapter 249, Laws of 2000, nore specifically RSA
369-B: 3, IV(b))6), provides for a total system benefits
charge, including both energy efficiency and | ow i ncome
assi stance prograns, of $0.002 per kilowatt-hour for 33 nonths

fromconpetition day for PSNH. In addition, this Comm ssion
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has further decided (in the conpanion order issued on this
sane day, Order No. 23,575) that the split between these two
prograns insofar as PSNH i s concerned should be resol ved by
apportioning $0.0012 per kWh to | ow i ncome assistance and
$0. 0008 per kWh for energy efficiency. The amobunt of the
surcharge that may be collected by the other electric
utilities as part of the SBC to fund energy efficiency
prograns is subject to the provisions of RSA 374-F. RSA 374-
F: 4, VIlII(b) provides that the total SBC for both energy
efficiency and | ow i nconme assi stance shall not exceed $0.0025
per kWh for any utility whose rates are at or above the
regi onal average during the first year after which conpetition
is certified to exist and $0.0030 per kW during the second
year after conpetition. The result of this |law, Order
No. 23,575, and RSA 374-F:4, VII1 (g) which nakes the | ow
i ncome portion of the SBC uniformfor all utilities, is that a
utility other than PSNH that is at or above the regional rate
average may not exceed $0.0013 per kWh for the energy
efficiency portion of the SBC during the first year after
conmpetition and $0.0018 per kWh during the second year. A
utility that is below the regional average is not subject to
these limtations for energy efficiency, though it is clearly

still subject to Conm ssion review and approval. In addition
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NHEC, by virtue of RSA 374-F: 4, VI11(d), is not subject
to the limtations on the energy efficiency portion of the
SBC.

Based upon the foregoing, it is hereby

ORDERED, that except as specifically noted above,
t he Comm ssion adopts the recommendati ons of the New Hanpshire
Energy Efficiency Working Group Report; and it is

FURTHER ORDERED, that the utilities shal

file their core programs on or about January 1, 2001; and it
S

FURTHER ORDERED, that any comments on the
applicability of this order to gas utilities shall be
submtted to the Conm ssion within 60 days of this order.

By order of the Public Utilities Comm ssion of New

Hanmpshire this first day of Novenber, 2000.

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

Attested by:

Claire D. DiCicco
Assi stant Secretary



STATE OF NEW HAMPSHIRE
PUBLIC UTILITIES COMMISSION

DE 15-137
GAS AND ELECTRIC UTILITIES
Energy Efficiency Resource Standard

Order Approving Settlement Agreement

August 2, 2016

APPEARANCES: Matthew J. Fossum, Esq., for Public Service Company of New Hampshire
d/b/a Eversource Energy; Susan S. Geiger, Esq., of Orr & Reno, P.A., for Northern Utilities, Inc.,
and Unitil Energy Systems, Inc.; Michael J. Sheehan, Esq., for Liberty Utilities Corp. (Granite
State Electric) d/b/a Liberty Ultilities, Inc., and for Liberty Utilities Corp. (EnergyNorth Natural
Gas) d/b/a Liberty Utilities; Mark W. Dean, Esq., for New Hampshire Electric Cooperative;
Dennis Labbe, Esq., of the New Hampshire Legal Assistance, for The Way Home; Ryan
Clouthier for the New Hampshire Community Action Agencies’ Southern New Hampshire
Services, Inc., and the Belknap-Merrimack Counties, Inc.; Melissa Birchard, Esq., for
Conservation Law Foundation NH; Laura Richardson for The Jordan Institute; Kate Epsen for
the NH Sustainable Energy Association; Joseph Harrison for the Community Development
Finance Association; Ellen Hawes for the Acadia Center; Tom Rooney for TRC Energy
Services; Rep. Robert Backus, pro se; Meredith A. Hatfield, Esq., for the New Hampshire Office
of Energy and Planning; Rebecca Ohler for the New Hampshire Department of Environmental
Services; Donald M. Kreis, Esq., of the Office of the Consumer Advocate, on behalf of
residential ratepayers; and Rorie E. Patterson, Esq., for Staff of the New Hampshire Public
Utilities Commission.

In this order, the Commission approves a Settlement Agreement supported by all parties,
extending the 2014-2016 Core program an additional year (through 2017) and establishing an
Energy Efficiency Resource Standard (EERS). The EERS is a framework within which the
Commission’s energy efficiency programs shall be implemented, and the effective date for
implementation is January 1, 2018. The framework consists of three-year planning periods and

savings goals as well as a long-term goal of achieving all cost-effective energy efficiency. The

electric and gas utilities will be administrators of the EERS programs to achieve specific
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statewide savings goals for the 2017 Core program and for the first three-year period of the
EERS. Specific programs will be subject to Commission approval and such approval will
require a demonstration that they are cost effective in subsequent proceedings before the
Commission. This order also establishes a recovery mechanism to compensate the utilities for
lost-revenue related to the EERS programs, and approves the performance incentives and the
processes described in the Settlement Agreement for stakeholder involvement, evaluation,
measurement and verification, and our oversight of the EERS programs.
L. BACKGROUND

On May 8, 2015, the Commission opened this proceeding to establish an Energy
Efficiency Resource Standard. An EERS is a policy that sets specific targets or goals for energy
savings, which utility companies serving New Hampshire ratepayers must meet. The
Commission indicated that the EERS would include long- and short-term, energy-type-specific
savings goals based on sales volumes for 2014. In addition, the Commission defined the scope
of the proceeding to include consideration of funding requirements, program-cost recovery,
lost-revenue recovery, performance-based incentives, program administration, evaluation,
measurement, and verification (EM&V), and ways to transition from the existing energy
efficiency paradigm to the EERS. The Order of Notice and subsequent docket filings, other than
any information for which confidential treatment is requested of or granted by the Commission,

are posted on the Commission’s website at: http://puc.nh.gov/Regulatory/Docketbk/2015/15-

137.html.
Until now, the Commission has implemented energy efficiency primarily through the
Core programs, which has evolved in the last 15 years into a statewide system used by electric

and natural gas utilities to deliver energy efficiency products and services to their customers or


http://puc.nh.gov/Regulatory/Docketbk/2015/15-137.html
http://puc.nh.gov/Regulatory/Docketbk/2015/15-137.html
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members.' Since 2001, the Systems Benefits Charge funding for Commission-regulated energy
efficiency has remained at $0.0018 per kWh level. The programs have been designed to deliver
as much energy efficiency savings as possible within the bounds of that funding, plus additional
funding in recent years from the Regional Greenhouse Gas Initiative (RGGI) and the
Independent System Operator-New England’s (ISO-NE) Forward Capacity Market (FCM).
Establishing an EERS presents an opportunity to set savings goals based on savings potential in
addition to consideration of the funding level.

Several New Hampshire specific studies of energy efficiency potential have been
conducted in the last decade, and all suggested that additional opportunities for cost-effective
energy efficiency exist beyond those attained through the Core program.” In September 2014,
the Governor’s Office of Energy and Planning released a 10-year State Energy Strategy, which
recognized the need for an EERS:

In order to reduce energy costs by implementing more cost-effective efficiency

programs, the State must set specific efficiency goals and metrics to measure

progress. The Public Utilities Commission should open a proceeding that directs

the utilities, in collaboration with other interested parties, to develop efficiency

savings goals based on the efficiency potential of the State, aimed at achieving all

cost effective efficiency over a reasonable time frame.

2014 New Hampshire State Energy Strategy, Executive Summary at ii.

On February 3, 2015, Commission Staff filed a report entitled “Energy Efficiency

Resource Standard: A Straw Proposal for New Hampshire.” Staff’s report concluded a

" All of the New Hampshire electric and gas utilities except the New Hampshire Electric Cooperative (NHEC) have
customers. NHEC supplies electricity to its members. Subsequent references herein to customers shall include
NHEC members unless otherwise stated.

* Additional Opportunities for Energy Efficiency in New Hampshire, Final Report (January 2009), prepared for the
Commission by GDS Associates Inc. (GDS), RLW Analytics, and Research Into Action; Independent Study of
Energy Policy Issues (2011), prepared for the Commission by Vermont Energy Investment Corporation (VEIC); and
Increasing Energy Efficiency in New Hampshire: Realizing Our Potential (November 2013), prepared by VEIC,
GDS, and Jeffrey H. Taylor & Associates.
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months-long endeavor to solicit and capture feedback on establishing an EERS. Staff’s report
included information about other jurisdictions, input from New Hampshire efficiency
stakeholders, questions for additional consideration, and a series of preliminary
recommendations.

On March 13, 2015, the Commission opened an investigative docket, IR 15-072, to
receive written comments on several threshold recommendations within Staff’s report. Written
comments were submitted by numerous stakeholders including all of the electric and gas utilities
(Joint Utilities),” the Office of the Consumer Advocate (OCA), the Governor’s Office of Energy
and Planning (OEP), and the Department of Environmental Services (DES). The comments
reflected unanimous support for the Commission’s establishment of an EERS at that time, under
existing statutory authority, to advance a policy of energy efficiency as a least-cost supply
resource for customers of the Joint Utilities. Some support for an EERS, however, was qualified
by requests to consider the universe of EERS issues, and to engage expert assistance at the time
of its development. Based on those comments and the recommendations contained in Staff’s
Straw Proposal report, the Commission opened this proceeding to establish an EERS and to
examine the issues related to a successful launch of this important and timely policy.

II. PROCEDURAL HISTORY

The Commission named the Joint Utilities as mandatory parties, and received

appearances from each. In addition, the OCA notified the Commission of its participation by

statutory right on behalf of residential ratepayers. RSA 363:28, II.

? Liberty Utilities Corp. (Granite State Electric) d/b/a Liberty Utilities (Liberty) and Liberty Utilities Corp.
(EnergyNorth Natural Gas) d/b/a Liberty Utilities (jointly, Liberty); Unitil Energy Systems, Inc., and Northern
Utilities, Inc. (jointly, UES); Public Service Company of New Hampshire d/b/a Eversource Energy (Eversource);
and NHEC. Although the order refers to NHEC as one of the Joint Utilities, we recognize that our jurisdiction over
NHEC is limited by law. RSA 362:2.
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Petitions to intervene were filed by DES; OEP; Conservation Law Foundation (CLF);
New Hampshire Community Action Agencies’ Southern New Hampshire Services, Inc., and
Belknap-Merrimack Counties, Inc.(CAA); The Jordan Institute (Jordan); The Way Home
(TWH); New Hampshire Sustainable Energy Association (NHSEA); the New Hampshire
Community Development Finance Authority (CDFA); the New England Clean Energy Council
(NECEC); TRC Energy Services (TRC); the Acadia Center (Acadia); Representative Robert A.
Backus, pro se; Henry Herndon, pro se; and MCR Performance Solutions, LLC (MCR). The
Commission denied Mr. Herndon’s and MCR’s intervention since neither party has any “rights,
duties, privileges, immunities or other substantial interests that may be affected by the
proceeding,” and both could participate without being made a party since they have access to
docketed materials on the Commission’s website and may make comments at hearing or in
writing pursuant to N.H. Code of Admin. Rules Puc 202.06.

The Commission held a prehearing conference on June 3, 2015, and, afterwards, the
parties met in a technical session to develop a proposed procedural schedule and determine other
procedural requirements for managing the docket. On June 10, 2015, Staff filed a report of the
technical session and a request, on behalf of the parties, for additional time to develop the
procedural schedule, which the Commission approved. The Parties and Staff met again on
June 29, 2015, to develop a procedural schedule, which included multiple technical sessions each
focused on a specific topic or issue identified by the Commission in its Order. The well-attended
technical sessions featured presentations from the Joint Utilities as well as New England regional
experts. The presentations included information about how other New England states have
structured and administered their EERS programs and the Joint Utilities” experience with those

programs.
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Following the technical sessions, NHSEA along with CLF, Jordan, and NECEC
(collectively, the Sustainable Energy Group)4, Staff, and the Joint Utilities filed EERS proposals
supported by testimony. Also, TRC and Acadia filed comments at that time. After those filings,
a period of discovery occurred, and responsive testimony was filed by the OCA, the Sustainable
Energy Group, and the Joint Utilities. Also, the Acadia Center and TWH filed reply comments.

Settlement negotiations followed, and, on April 27, 2016, a Settlement Agreement was
filed by Staff on behalf of all parties except Rep. Backus. A hearing on the Settlement
Agreement took place on May 2, 2016. At that hearing, the Settling Parties spoke strongly in
favor of approving the agreement, and Rep. Backus supported those positions.

III. ORIGINAL AND SETTLEMENT POSITIONS OF THE PARTIES

The full EERS proposals and comments covered topics studied by the parties in the
technical sessions as well as others, including: program administration; savings targets; funding;
cost recovery; recovery of lost revenue; performance incentives; stakeholder involvement;
evaluation, measurement and verification (EM&V); regulatory process; and implementation
date. The parties included energy efficiency stakeholders who have participated for years in the
Commission’s programs and represented a broad spectrum of interests. The filings unanimously
supported the creation of an EERS and featured many commonalities. Differences between the
parties’ original positions related primarily to the recommended savings targets, lost-revenue
recovery, and the implementation date. The Settlement Agreement resolved all issues as

described below.

* The Nature Conservancy join in this filing but was not a party to this proceeding.
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A. Guiding Principles
1. Staff

Staff described several principles that should guide the EERS development. According
to Staff, the EERS should build on the Commission’s existing energy efficiency policy and
experience with the Core programs. The EERS should respond to the recommendations in the
10-year State Energy Strategy and should be consistent with State law and industry best
practices. Also, the EERS should include challenging but achievable statewide savings targets
that are consistent with targets in other jurisdictions and the targets suggested in New Hampshire
specific studies.

2. Joint Utilities

The guiding principles recommended by the Joint Utilities included establishing savings
targets with a long-term goal of all achievable cost-effective energy efficiency within the context
of available, sustainable funding; using at least a three-year, short-term planning period;
considering rate impacts on customers in setting short-term goals; focusing primarily on
comprehensive electric and gas programs with secondary focus on fuel neutral programs;
continuing joint coordination of programs by the electric and gas utilities; driving innovation in
technology, outreach, and regulation to accelerate energy efficiency gains; leveraging the private
financing market; and increasing public awareness of the benefits of energy efficiency.
According to the Joint Utilities, those guiding principles are consistent with the Commission’s
existing energy efficiency policy, which supports the award-winning, innovative, Core programs
that have had a significant, positive impact on utility customers across the state. The Joint
Utilities’ support the creation of an EERS, because they believe an EERS will also provide

significant benefits for New Hampshire utility customers.



DE 15-137

3. The Way Home
TWH supported the guiding principle espoused by the Joint Utilities that energy
efficiency programs be available to all customers, including low-income residential customers.
TWH defined low income as at or below 200 percent of the federal poverty guidelines.’
According to TWH, approximately 20 percent of New Hampshire residents are considered low
income by this standard.
B. Program Administration
1. Staff
Staff discussed the use of independent third-party administrators in other jurisdictions
and noted the benefits of such a structure. Staff observed, however, that the Joint Utilities have
effectively administered the Core programs. Consequently, Staff recommended that the Joint
Utilities administer the EERS programs at this time.
2. Joint Utilities
The Joint Utilities recommend that they administer the EERS programs based on their
years of successful experience as administrator of the Core programs and their commitment to
energy efficiency’s success. According to the Joint Utilities, they have the knowledge,
infrastructure, and relationships in place to scale up and transition the Core programs quickly to
EERS programs. In support, the Joint Utilities noted their deep understanding of customer
usage, their established and widespread vendor networks, their access to expertise from other
jurisdictions, and the findings of several studies that customers consider utilities as trusted
advisors on energy efficiency. The Joint Utilities also provided recent examples of their ability

to scale up Core programs quickly and effectively beyond planned program budgets.

> For a household of one, 200 percent of the federal poverty guidelines is $23,450 in annual income. For a
household of two, low-income eligibility is capped at a total household annual income of $31,860.
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3. Sustainable Energy Group
The Sustainable Energy Group opined that the Joint Utilities are capable of serving as
administrator of the EERS programs. Nonetheless, the Sustainable Energy Group recommended
that the Commission consider the benefits of transitioning over time some or all of program
delivery to a non-utility statewide program administrator. Competitively bidding out the entire
portfolio or individual pieces of the EERS may maximize private funding and deliver savings in
a manner that allows for all potential administrators, utilities, and third parties alike, to offer
comprehensive, least-cost savings. According to the Sustainable Energy Group, important
conditions for successful administration include the right incentives, oversight, underlying
procurement and resource acquisition policies, clarity of the purpose for pursuing efficiency,
consistency of policy over time, and consensus among stakeholders.
4. TRC
TRC recommended programs that leverage consumer engagement efforts from multiple
sources including the Joint Utilities and third-party administrators.
S. The Way Home
TWH supported the Joint Utilities” administration of EERS programs, at least in the short
term. According to TWH, with appropriate performance incentives, rate structures, and program
oversight in place, the Joint Utilities should have the incentive and initiative to continue
implementing robust energy efficiency programs effectively, to the mutual benefit of ratepayers,
shareholders, and the natural environment of the state.
6. Settlement Agreement
The Settlement Agreement provides for the Joint Utilities’ administration of the EERS

programs, at least for the first three years. In addition, the Settling Parties recommend that no



DE 15-137

-10 -

changes to the Joint Utilities’ administrative role may be proposed prior to January 1, 2020, or be
effective prior to January 1, 2021.
C. Savings Targets and Planning Periods
1. Staff

Staff proposed two sets of statewide, three-year, short-term savings targets and ten-year,
“notional” long-term targets, referred to as Plan A and Plan B. Staff’s targets, as well as all other
parties’ target recommendations, were expressed as a percent of actual 2014 kilowatt-hour
(kWh) or one million British thermal units (MMBtu) sales. Staff noted that its annual year-over-
year targets for gas savings were lower than its annual year-over-year electric savings targets,
because the gas utilities have reached a higher level of savings historically relative to 2014 actual
MMBtu usage.

Staff’s Plan A sets the initial short-term cumulative targets at 1.82 percent for electric
savings and 2.14 percent for gas savings over a three-year period. Both of the Plan A short-term
targets are higher than current Core savings targets but lower than Plan B levels. Plan B’s initial
three-year cumulative targets are 2.04 percent for electric and 2.39 percent for gas. Staff
estimated that using Plan B’s short-term savings targets would result in cumulative kWh savings
of approximately 220 million kWh by the end of the first three-year period, and lifetime kWh
savings of approximately 3.1 billion kWh.® Staff’s ten-year long-term targets for Plan A were
9.74 percent for electric and 10.20 percent for gas. Staff’s long-term targets for Plan B were
14.48 percent for electric and 13.96 percent for gas. Staff referred to its long-term target as a

“guidepost” and recommended that it be refined during the first three-year period of the EERS.

% Based on average life of 14.3 years — i.e., cumulative kWh savings of 220 million kWh x 14.3 years average life =
lifetime kWh savings of 3.146 billion kWh.
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Staff asserted that both Plan A and Plan B targets are consistent with the Commission’s
energy efficiency policies; the State’s 10-Year Energy Strategy; RSA 378:37, as well as a recent
change in the Least Cost Integrated Resource Planning (IRP) law; and RSA 378:38, which
requires utilities to maximize the use of cost-effective energy efficiency. Staff also stated that it
developed its proposed savings targets to meet the criteria for an EERS as established by the
American Council for an Energy-Efficient Economy (ACEEE), including creating a framework
that promotes market stability. Further, according to Staff, its savings target recommendations
are comparable to savings targets in other New England states and numerous Midwestern states,
as well as to the potential savings identified in New Hampshire specific studies conducted during
the last decade. Describing them as reasonable and achievable, Staff recommended the
Commission’s adoption of Plan B savings targets.

2. Joint Utilities

Similar to Staff, the Joint Utilities recommended a framework that includes short-term
planning periods of at least three years. According to the Joint Utilities, transitioning from the
Core’s two-year planning period to a three-year planning period will provide more stability and
continuity in program delivery, which will assist customers and other stakeholders in planning
and investment decisions. The Joint Utilities contended that three-year periods would allow
flexibility to adjust specific savings targets in response to changes in market conditions and to
New Hampshire specific information such as results from evaluation and technical potential
studies. A three-year planning period is also consistent with the EERS planning periods used in
neighboring states and with the ACEEE’s definition of an EERS.

Under the Joint Utilities’ framework, the Commission would set annual kWh and

MMBtu sales reduction targets, customized for each utility to account for different market
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conditions and opportunities in different service territories and for different classes of customers.
The Joint Utilities cautioned against setting targets based solely on aligning New Hampshire
with neighboring jurisdictions. According to the Joint Utilities, savings targets should come
from demonstrated savings potential in New Hampshire, although little weight should be given
to prior studies, which are outdated at this point. The Joint Utilities recommended that savings
goals should only apply to regulated fuels, but savings related to unregulated fuels should be
identified and tracked so that associated benefits are captured and reported. The costs to achieve
the savings targets should be fully funded and, in setting the targets, the Commission should be
mindful of the impacts of such funding on customers. Citing the ACEEE, the Joint Utilities
argued that the EERS long-term goal should be all achievable cost-effective energy efficiency.
3. Sustainable Energy Group

The Sustainable Energy Group recommended setting explicit quantitative short-term
goals, preferably expressed as a cumulative goal over a three-year term as well as measured
reductions in peak demand. Short-term targets, stated the Sustainable Energy Group, allow for
greater flexibility and consideration of emerging and changing technology. Specifically, the
Sustainable Energy Group recommended as reasonable and achievable, cumulative short-term
goals of 3.1 percent for electric savings and 2.25 percent for gas energy savings for the 2017-
2019 period.” The Sustainable Energy Group also recommended nominal interim annual targets

of 0.8 percent, 1.0 percent, and 1.3 percent for electric savings and 0.7 percent, 0.75 percent, and

7 The Sustainable Energy Group noted that their recommended targets are based on net savings (i.e., not including
“free rider” participants and including “spill over” participants) and do not include savings from updated codes and
standards, self-direct customers, and before-the-meter projects. A “free rider” participant is one whose savings is
counted in the program but who would have made the efficiency investment even in the absence of the program. A
“spill over” participant is one who made efficiency investments but who did not participate in the program and was
therefore not counted. Should gross or other savings be counted, the Group recommended that the Commission set
even higher savings targets.
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0.8 percent for gas savings. The Sustainable Energy Group described their recommended targets
as well below actual achievement and near-term goals in most New England states.

According to the Sustainable Energy Group, longer-term goals may also be appropriate
and are valuable, both as aspirational metrics and to express a commitment to efficiency in the
future. The changing landscape of energy and efficiency, however, suggests that these may be
best expressed in qualitative terms, such as all cost-effective energy efficiency. The Sustainable
Energy Group opined that such a qualitative long-term goal can be quantified based on periodic
revising of what is cost-effective given conditions at the time. A goal of all cost-effective energy
efficiency, the Sustainable Energy Group stated, is consistent with New Hampshire’s 10-year
State Energy Strategy, RSA 378:37, and the Commission’s objective of ensuring just and
reasonable rates. In addition, to provide the confidence that businesses need to enter the
efficiency market and invest for future growth, the Sustainable Energy Group recommended that
long-term goals should not be used as a ceiling or an arbitrary maximum if and when greater
investments in efficiency are justified. To achieve all cost-effective energy efficiency over the
long term, the Sustainable Energy Group recommended mid-term annual goals of 2 percent and
1 percent, for electric and gas, respectively, by 2021.

For electric utilities, the Sustainable Energy Group also recommended a peak demand
reduction target, because peak demand growth drives electricity prices by creating the need for
additional generation, transmission, and distribution capacity requirements, and by driving up
wholesale energy prices. According to the Sustainable Energy Group, that target should be set at
a minimum of the expected peak demand reduction from a comprehensive efficiency portfolio

designed to reach the electric savings target.
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The Sustainable Energy Group opined that increasing energy efficiency targets can mean
lower customer bills, improved customer choice, enhanced system reliability, and increased
economic activity statewide. According to the Sustainable Energy Group, those objectives are
consistent with New Hampshire’s Electric Utility Restructuring law, RSA 374-F:3, X,
prioritizing the reduction of market barriers to investments in energy efficiency, not reducing
cost-effective customer conservation, and targeting cost-effective efficiency opportunities that
may otherwise be lost due to market barriers. Energy efficiency resources are particularly
critical, the Sustainable Energy Group argued, given the current regional landscape of retiring
generation, decreased supply diversity, and the need to meet significant environmental goals. To
meet increased savings goals, the Sustainable Energy Group recommended statewide delivery of
some efficiency services, which can provide consistency in program offerings and brand
recognition as well as economies of scale in terms of marketing, vendor management, and other
administrative needs.

4. Acadia

Acadia provided information and recommendations concerning savings targets. All New
England states, according to Acadia, far exceed existing New Hampshire savings goals. For
example, compared to the Core electric savings goals for 2016 of 0.68 percent, Rhode Island’s
electric savings goal is 2.55 percent, and compared to the Core gas savings goal for 2016 of 0.62
percent, Rhode Island’s gas savings goal is 1.05 percent.

Acadia recommended that savings targets be approved on three-year cycles. Specifically,
Acadia recommended ramping up New Hampshire’s savings goals during the first three years of

the EERS to 2.5 percent cumulative electric savings and 1.25 percent cumulative gas savings.
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5. TRC

TRC recommended aggressive energy savings mandates to drive increased investments in
energy efficiency. TRC suggested long-term savings targets that will lead to all cost-effective
energy efficiency as well as energy savings that are on par with other New England states. TRC
also provided information about the energy efficiency markets in California, New York, and
New Jersey, which it described as robust and mature. TRC suggested that the Commission look
to those jurisdictions for best practices to launch an EERS effectively and efficiently.

6. The Way Home

TWH agreed with the Joint Utilities’ recommendation to establish specific, short-term
savings goals with an ultimate savings target of all achievable cost-effective energy efficiency.
TWH similarly noted that such a long-term target is consistent with New Hampshire’s energy
policy, which recognizes efficiency as a first-priority, least-cost resource. TWH strongly
recommended that energy efficiency services to low-income residential customers, such as the
Core Home Energy Assistance (HEA) program, continue. According to TWH, without such
services, efficiency is not available to all customers, and the goal of achieving all cost-effective
energy efficiency is undermined.

TWH supported a three-year planning cycle and cumulative targets, along with annual
implementation plans and annual interim nominal targets. TWH suggested that shorter-term
targets should be quantified as electric kWh and gas MMBtu annual sales reductions based on
demonstrated savings potential and should apply only to regulated fuels. Energy savings from
unregulated fuels, according to TWH, should be counted towards quantifying the benefits of

energy efficiency measures in the cost-benefit tests by which all programs are screened.
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7. Settlement Agreement

The Settlement Agreement provides deadlines for the Joint Utilities’ filing of a 2017
Core plan as well as the Settling Parties’ expectations for that plan, including statewide savings
goals of 0.60 percent for electric savings and 0.66 percent for gas savings, using 2014 delivered
sales as the baseline figure. The Settlement Agreement also defines the savings targets for the
first three-year period of the EERS, 2018-2020, and describes the collaborative process by which
the plan for that period shall be developed within the proposed framework. The cumulative
electric savings goal is 3.1 percent of delivered 2014 kWh sales, with interim annual savings
goals of 0.80 percent, 1.0 percent, and 1.3 percent. The cumulative gas savings goal is 2.25
percent of delivered MMBtu 2014 sales, with interim annual savings goals of 0.70 percent, 0.75
percent, and 0.80 percent. The Settling parties agree that future goals will be determined in the
planning processes related to the second and any subsequent three-year EERS periods, with the
intent of attaining the goal of achieving all cost-effective energy efficiency.

D. Costs and Funding

1. Staff

Staff recommended that the utilities recover the just, reasonable, and prudent costs
incurred in developing, promoting, and delivering the EERS programs. To the extent possible,
Staff also recommended allocating program spending based on class-specific sales volumes,
which is consistent with long-standing Commission policy.

For the first triennium, Staff recommended funding most of the utilities’ cost recovery
with increases to the System Benefits Charge (SBC) and the Local Distribution Adjustment
Charge (LDAC). The remaining costs, according to Staff, would be covered by existing funding

from RGGI and the ISO-NE FCM. Staff observed that, recently, federal funding has been
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available and used to support on-bill and third-party financing options for certain Core programs,
but that funding is only available for a limited period of time and its future is uncertain.

To supplement public funding, Staff recommended exploring and developing private
funding options, which could include loan portfolio sales and asset-backed securitization.
According to Staff, private funding supplementation is necessary to achieve all cost-effective
energy efficiency, but requires market growth, as well as stability and benefits from
standardization of products, processes, and the availability of accurate risk and performance data.

Staff estimated the costs of Plan B for the first triennium, including the costs of lost
revenues, performance incentives, several resources for an EERS advisory board, and inflation,
as approximately $108 million for electric and $32 million for gas. To recover those amounts,
the SBC would need to be increased from $0.0018 per kWh to rates within the range of $0.0022
to $0.0036 per kWh, and the energy efficiency portion of the LDAC would need to be increased
from $0.0291 per therm to rates within the range of $0.0340 to $0.0450 per therm. Staff
estimated the monthly bill impact of the SBC increase under Plan B for the first triennium on an
average residential electric customer, with monthly usage of 700 kWh per month, as an increase
of $0.25 to $1.27 per month. Staff estimated the monthly bill impact of Plan B on a General
Service customer using 7,000 kWh per month as an increase of $2.53 to $ 12.70 per month.
Staff’s calculation of SBC bill impacts alone, did not attempt to estimate any of the additional
customer savings resulting from the increased energy efficiency measures. Staff did not
calculate monthly bill impacts of the LDAC increases associated with Plan B, because the LDAC

is utility- and customer-class specific.



DE 15-137

- 18 -

2. Joint Utilities

Like Staff, the Joint Utilities recommend funding the EERS with the SBC and LDAC.
According to the Joint Utilities, customers are the most reliable and practical sources for funding
energy efficiency programs. As the primary beneficiaries of the energy efficiency measures
installed, utility customers are more likely to participate by partially funding the programs.
Because the SBC and LDAC are variable rates (i.e., applied on a per kWh and per therm basis)
and are set according to consumption, using them to fund the EERS will impact customers
according to their usage and send an enhanced price signal for using energy more efficiently,
which is consistent with the goal of an EERS.

The Joint Utilities observed that the Commission has the authority to raise the SBC or the
LDAC to levels it deems just and reasonable, and, because they are already the primary methods
of funding the Core programs, changes to those rates can be readily accomplished. Also, funding
the EERS primarily through the SBC and LDAC is consistent with how other jurisdictions have
funded their EERS programs. In addition, the Joint Utilities opined that third-party financing
alone is not as stable or reliable a source of funding as the SBC and LDAC, and will not support
the goal of an EERS to significantly increase energy efficiency activity.

The Joint Utilities provided examples of bill impacts to a typical residential electric
customer at the current rate and rates based on two increased funding levels. With no change to
the SBC, there would be no change to customer bills. Estimated savings, based on 2014 delivery
sales at current SBC rate, would be between 0.36 percent and 0.48 percent. With a 50 percent
increase to the SBC, from $0.0018 per kWh to $0.0027 per kWh, estimated savings would be
between 0.52 percent and 0.68 percent of 2014 delivery sales, and funding would increase by

nearly $10 million, increasing a typical residential customer’s bill by $0.56 per month. If the
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SBC were doubled to $0.0036 per kWh, estimated savings would be between 0.67 percent and
0.87 percent of 2014 delivery sales, and the increase would provide nearly $20 million of
additional funding, increasing a typical residential customer’s bill by $1.13 per month. The Joint
Utilities did not recommend approval of any specific savings level but stated that, regardless of
the level set by the Commission, a uniform rate per kWh should apply to all electric utilities.
The Joint Utilities also did not estimate the costs or bill impact of changes to the LDAC.

3. Sustainable Energy Group

According to the Sustainable Energy Group, the existing level of funding for efficiency in
New Hampshire is below the amount that is economically efficient, and current funding is
insufficient to achieve the Group’s recommended targets. In setting funding levels, the
Sustainable Energy Group recommended that the Commission address three areas of cost: the
recovery of program costs; a mechanism to recover efficiency-related lost revenues; and
performance incentives.

The Sustainable Energy Group argued that the utilities or program administrators should
be able to collect 100 percent of actual efficiency program costs prudently expended, with any
associated carrying costs, in addition to its efficiency-related lost revenues and performance
incentives. To the extent practicable, the Sustainable Energy Group recommended that, to
eliminate cross-subsidization across customer classes, each customer class (i.e., residential,
commercial, and industrial) should contribute to program costs in proportion to spending on
programs for the customer class. The Sustainable Energy Group noted that the one exception to
linking cost recovery to program expenditures is the low-income program budgets, which should
be allocated first, with the remaining budgets allocated proportionally to remaining customer

classes.
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The Sustainable Energy Group recommended that all ratepayers contribute to efficiency
programs, because all customers benefit from them. In terms of how funding is collected, the
Sustainable Energy Group recommended that, in order to protect customers and ensure that
efficiency spending is generating benefits, efficiency costs should not be included in base rates.
Amortizing program implementation costs over a short period of time, however, may be an
option if the utilities are allowed to recover carrying costs. The Sustainable Energy Group
estimated that by saving 3.1 percent of retail energy sales, New Hampshire ratepayers will save
$45 million and thousands of jobs will be created.

The Sustainable Energy Group acknowledged that rate impacts will result from the
implementation of efficiency programs regardless of the source of funding, because the utility’s
fixed costs will be collected over lower billing units. Nonetheless, cost-effective efficiency
programs result in lower total bills for ratepayers even if per unit energy rates increase.
According to the Sustainable Energy Group, bill impacts do not represent increased societal or
ratepayer costs, but rather a shift in the allocation and recovery of sunk fixed costs among
ratepayers. Despite those shifts, the Sustainable Energy Group contends that using public funds
to invest in energy efficiency results in a more rational and efficient allocation of resources and
increases total net economic benefits for the state. To the extent that the Commission considers
rate impacts of efficiency funding, it should do so in the larger context of comparative costs for
all resource acquisition and their impacts on ratepayers, including the risk of stranded costs and
other large fixed capital costs that must be amortized through rates over multiple years, if not
decades.

The Sustainable Energy Group recommended that the Commission view “buying” energy

efficiency as akin to paying for any prudent acquisition of an energy resource. According to the
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Sustainable Energy Group, energy efficiency is widely considered the lowest cost energy
resource, meaning that a unit of energy saved through efficiency is less expensive than the total
lifetime cost of a unit of energy from other resources such as traditional fossil fuel generation
and renewable energy sources, when compared on a consistent and fair basis. This is true, the
Sustainable Energy Group argued, even when no economic value is placed on the environmental,
health, and economic impacts that are not currently monetized in our economy. In addition, not
increasing energy efficiency at this time could disadvantage New Hampshire utility customers in
terms of mandatory, socialized regional costs of transmission and distribution expansion due to
peak demand. Because other states are investing more in efficiency and distributed generation,
their share of the ISO-NE peak load is decreasing and, without more efficiency in New
Hampshire, its ratepayers’ share of load, and the associated costs, will be proportionately higher.

The Sustainable Energy Group opined that private funding is not a replacement for public
funding, in part because numerous barriers exist, including uncertainty and lack of knowledge on
the part of investors, the up-front investment required from the customer, and a relatively
immature market for efficiency services. According to the Sustainable Energy Group, the
barriers to increased private funding may be best addressed by focusing initially on ratepayer-
funded energy efficiency to build the knowledge, understanding, trust, and infrastructure that can
later support private funding.

4. Acadia

Acadia recommended that the Commission fund the EERS through increases to the SBC
and the LDAC. According to Acadia, private financing should not be considered a standalone
funding option, because it generally will not have substantial uptake in the absence of ratepayer-

funded programs, and it will not capture all cost-effective energy efficiency.
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Acadia provided information about the many benefits of increased energy efficiency
investment that should be considered against the impacts of associated rate increases. For
example, to illustrate that energy efficiency is cheaper than other supply resources, Acadia stated
that New Hampshire spent $4.5 billion on fossil fuel imports, at an average cost of $0.14 per
kWh, when the average cost of energy efficiency was $0.0226 per kWh. Citing a 2009 study to
demonstrate benefits enjoyed by all ratepayers regardless of participation in efficiency programs,
Acadia stated that increasing efficiency investments to a level needed to capture all cost-effective
electric efficiency over 15 years, or $1.4 billion, would increase economic activity by $14 billion
(in 2008 dollars). Likewise, increasing gas efficiency by $219 million over 15 years would
increase state economic activity by $4.1 billion. In addition, according to Acadia, all ratepayers
benefit from decreases in the cost of generation, because less demand means lower prices in the
regional forward capacity market and lower wholesale electricity prices.

5. TRC

TRC described the SBC, LDAC, and other existing mechanisms used to fund energy
efficiency in New Hampshire as a solid foundation for structuring an EERS market. TRC’s
recommendations for funding, however, focused on the proceeds from RGGI auctions, most of
which are not available for efficiency by statute.

6. The Way Home

TWH urged the Commission to increase public funding to the extent needed to meet the
EERS targets it sets and to maintain the existing percentage allocations of program resources
among customer sectors pursuant to the Core plan. According to TWH, without a commensurate
increase in funding to accompany more aggressive savings goals, existing programs are put at

risk.
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TWH described an increase in the SBC and LDAC as the easiest and most equitable
means of increasing funding to support an EERS. TWH recommended that the Commission
continue its Core practice of first allocating low-income program budgets and then allocating
program budgets for remaining customers. In addition, TWH recommended that the
Commission consider increasing the low-income allocation above the existing 15.5 percent if
private funding of efficiency is expanded under an EERS. According to TWH, allocating more
public funding to low-income efficiency measures is consistent with the statutory requirement to
“target cost-effective opportunities that may otherwise be lost due to market barriers.” RSA
374-F:3, X.

7. Settlement Agreement

To achieve the recommended targets for the 2017 Core extension and the first three-year
period of the EERS, the Settling Parties recommend that the Commission increase the SBC and
LDAC. Illustrations of the estimated costs of funding the recommended savings goals associated
with those periods of time are shown in attachments to the Settlement Agreement. The Settling
Parties agree that the costs to fund the EERS include the costs associated with, (1) an
independent expert to assist in refining the framework, planning and implementation of the
EERS; (2) an independent expert to assist with the oversight and execution of EM&V activities;
and, (3) independent experts to conduct the EM&V activities of the individual programs.

In addition, the Settlement Agreement provides for an increase in the minimum
low-income share of the overall energy efficiency budget from 15.5 percent to 17 percent. As
proposed, the increase would take effect on January 1, 2017, and remain in effect through the
first three-year period of the EERS. During that time, the Settling Parties will explore additional

funding sources to augment ratepayer funding.
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E. Recovery of Lost Revenues
1. Staff

According to Staff, a targeted lost revenue adjustment mechanism (LRAM) or decoupling
may be used to compensate utilities for lost revenues associated with energy efficiency. LRAMs
limit the recovery to sales revenue lost on account of energy efficiency activity, while
decoupling permits the utility to recover the difference between its actual revenues and its
authorized revenue requirement no matter the reason. With an LRAM, under certain conditions,
a utility may actually earn more than its authorized revenue requirement. With decoupling, the
utility would refund to customers any amount that exceeds its authorized revenue requirement.
Decoupling also addresses the throughput incentive that traditional ratemaking creates (i.e.,
higher sales equals higher revenues). Because of Commission policy requiring the consideration
of decoupling only within the context of a rate case, Staff recommended the adoption of an
LRAM for the initial three-year period, to be replaced thereafter by a decoupling mechanism.

Staff’s LRAM included several adjustments: (1) an adjustment that would allow for the
recovery of lost revenues through the LRAM only above a specific threshold level to reflect
historical Core energy efficiency investment; (2) an adjustment that would reduce the lost
revenues recovered through the LRAM by savings associated with the retirement of measures
installed in the past; and, (3) for gas utilities only, a fuel-switching adjustment that would reduce
the recovery of lost revenues through the LRAM by the amount of new gas revenues associated
with program participants who convert from other fuels to high-efficiency natural gas for
heating. Staff also recommended that the annual recovery of lost revenues through the LRAM
be capped at 0.50 percent of sales revenue and that the costs associated with the LRAM be

included in the benefit/cost test used to screen energy efficiency programs. For the first
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three-year period of the EERS, Staff estimated that its LRAM would increase the costs of energy
efficiency by approximately $2 million for the electric utilities and $0 for the gas utilities. Staff
recommended recovery of lost revenues determined by the LRAM through the SBC and LDAC.
2. Joint Utilities

The Joint Utilities® recommended that the EERS allow for recovery of lost distribution
revenues associated with energy efficiency savings, because revenue for all components of
service is reduced by implementing energy efficiency measures. That reduced revenue is a
consequence of the way utility distribution rates are set, based on an approved revenue
requirement, designed using assumptions of a set level of customers, demand, and consumption
for each rate class, and collected, in part, through a volumetric charge. Also, between rate cases,
there is no reconciliation of actual revenues to the approved revenue requirement. The Joint
Utilities contended that the recovery of lost revenues would restore the assumed relationship
between sales levels and revenue requirements used in setting rates through historic test year
ratemaking. According to the Joint Utilities, costs increase between rate cases, and the loss of
sales does not necessarily equate to a similar decrease in the fixed costs used to set rates.
Therefore, without recovery of energy efficiency related lost revenues, the utility collects less
than its approved revenue requirement.

The Joint Utilities proposed that each recover lost distribution revenues through a Lost
Base Revenue Adjustment (LBR Adjustment). The Joint Utilities proposed a formula to

calculate the LBR Adjustment for future periods:

¥ For the purpose of this section, references to the Joint Utilities do not include the NHEC. NHEC does not seek
recovery of lost revenues, because lost revenue mechanisms primarily address revenue recovery issues associated
with distribution rate regulatory processes that apply to investor-owned utilities. Because NHEC is a deregulated,
member-owned rural electric cooperative, it is not subject to the same regulation as the other electric utilities.
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Total Lost Revenues = Projected Cumulative Electric Savings x Utility’s Distribution
Rate

Lost Revenue Rate = Total Lost Revenues / Projected Kilowatt Hours
Under their proposal, the LBR Adjustment would be a factor in setting the SBC and LDAC, and
lost base revenues would be reconciled annually, when the LBR Adjustment factor is set for the
upcoming period. Because each utility’s lost revenues may be different, each utility’s SBC or
LDAC may be different. The Joint Utilities opposed, and described as confiscatory, Staff’s
recommendations to cap or adjust lost revenues. The Joint Utilities also opposed Staff’s
recommendation to include lost revenues as a cost within the cost/benefit test for the purpose of
screening efficiency programs.

The Joint Utilities contended that the SBC and LDAC are transparent, efficient
mechanisms that can be readily implemented to recover lost revenues (as well as to fund the
costs of the EERS programs). According to the Joint Utilities, the LBR Adjustment can be
established without the need for a distribution rate case and would implement lost revenue
recovery coincident with implementation of savings measures. In contrast, a mechanism such as
decoupling would require a distribution rate case entailing a lengthy process that requires
extensive resources from each utility, Commission Staff, and interested parties. Such a case, the
Joint Utilities argued, would consider more than the revenue impacts of energy efficiency in
determining the revenue requirement and appropriate rate mechanisms; all aspects of the revenue
requirement would come into play, including issues associated with distribution capital
investments, operating and maintenance costs, and rate of return. The Joint Utilities opposed
implementing decoupling, contending that an LBR Adjustment leaves a utility in the financial

position contemplated by its last rate case (i.e., equal to where it would have been absent
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efficiency activities), no better or worse, and only a lost revenue recovery mechanism isolates the
effect on utility revenue of efficiency.
3. Sustainable Energy Group

The Sustainable Energy Group recommended a mechanism to permit recovery of lost
revenue resulting from lower energy sales due to efficiency. According to the Sustainable
Energy Group, and contrary to the Staff, lost revenue is not a cost of efficiency programs,
because lost revenues would have been collected from customers even in the absence of
efficiency programs. Instead, recovery of lost revenue from efficiency is simply a shift in how
those authorized revenues are recovered from ratepayers.

The Sustainable Energy Group described lost revenue recovery mechanisms as designed
to quantify the lost net revenue that can be recovered by the utility. To develop accurate
estimates of lost revenue, the Sustainable Energy Group argued that precise evaluation,
measurement, and verification are required. Best practices include independent third-party
review, frequent rate cases to avoid the “pancake effect” of lost revenue recovery costs
accumulating over time, and combining lost revenue recovery with performance incentives
sufficient to promote increased utility investment in energy efficiency. The Sustainable Energy
Group also suggested that, with an LRAM, performance incentives can be focused solely on
exemplary performance. In addition, the Sustainable Energy Group noted that an LRAM allows
a utility’s earnings to increase with increased sales and, consequently, it is possible for a utility
with an LRAM to have sales in excess of the test year used to set rates (even with reductions
from efficiency programs) and earn excess profit as well as collect lost revenues.

The Sustainable Energy Group contrasted an LRAM with decoupling, which seeks to

remove the direct connection between sales and revenue, such that the utility’s fixed costs are
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covered regardless of total energy sales. According to the Sustainable Energy Group, decoupling
generally includes a price adjustment to “true up” revenues when sales are different than those
forecasted in the rate setting process. The correction of variances should take place at least
annually, the Sustainable Energy Group argued, and should accrue to the utility, or credit back to
the ratepayers. With decoupling, throughput is fully decoupled from revenue, meaning it
accounts for all sales fluctuations not just those related to energy efficiency. The Sustainable
Energy Group noted that this could translate into benefits for customers in cases where sales
increase.

In the Sustainable Energy Group’s opinion, the symmetrical treatment of revenue
requirement recovery using decoupling results in, along with other benefits, the potential for both
customer surcharges and refunds, rather than just surcharges, and makes full decoupling
preferable to an efficiency specific LRAM. Other benefits include simplifying future rate cases
and reducing the volatility of utility revenues. Consequently, the Sustainable Energy Group
recommended that the Commission consider moving towards full decoupling, even if LRAM is
used as an interim step. Should an LRAM be implemented first, the Sustainable Energy Group
opposed incorporating the cap and adjustments that Staff recommended, and the Sustainable
Energy Group recommended that the LRAM be reconciled annually.

4. Acadia

Acadia recommended that the Commission establish decoupling for the Joint Utilities in
their next rate cases. Under decoupling, customers would pay two charges: one for the energy
they use; and the other for the costs of the distribution system used to deliver the energy.

Distribution charges would be adjusted annually so that the utility does not collect more or less
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than it is allowed by the Commission. According to Acadia, decoupling complements
performance incentives.

Acadia discussed Staff’s recommendation of an LRAM for the initial three-year period,
to be transitioned into decoupling. Acadia agreed with that approach but opposed Staff’s
retirement and fuel-switching adjustments. In addition, Acadia urged Staff to support decoupling
in the next rate case for each utility.

5. The Way Home

TWH supported the Joint Utilities” general parameters for recovery of lost distribution
revenue associated with higher levels of energy efficiency savings, and it supported the
implementation of a lost revenue adjustment mechanism in the short term. TWH indicated it
would take a position on Staff’s recommendation to transition such a mechanism to decoupling,
when a more comprehensive decoupling rate structure is proposed.

TWH agreed with the Sustainable Energy Group’s (and the Joint Utilities”)
recommendation that lost net revenue recovery not be treated as a cost in the cost/benefit test
used for efficiency programs. Doing so, TWH stated, might make it difficult to achieve energy
efficiency savings comparable to neighboring states and could result in the low-income Home
Energy Assistance program, and perhaps other efficiency programs, being mistakenly labeled as
cost ineffective in the future.

TWH also agreed with the Sustainable Energy Group that the most equitable way of
recovering lost revenue is through increases to the volumetric charges, not the fixed charges, on
customer bills. According to TWH, increasing the fixed charges disproportionately harms
low-income ratepayers least able to absorb them, and acts as a disincentive to customer

conservation efforts and energy efficiency program participation.
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6. Settlement Agreement

The Settling Parties recommend that the Commission implement an LRAM for effect
January 1, 2017 and that the LRAM continue after implementation of the EERS. The LRAM
will be designed and implemented consistent with the Joint Utilities’ proposal, the details of
which are summarized above. In addition, the Settlement Agreement requires total recovery
through the LRAM to be capped at 110 percent of planned annual savings; savings to be adjusted
to account for the actual month the measures are installed within the year of installation and for
the results of EM&V studies.” The Settlement defines the rate used to calculate LRAM recovery
(i.e., the “Utility Distribution Rate” in the Joint Utilities” proposed formula) to be an average
distribution rate excluding customer charges.

The Settling Parties recommend, for each utility’s rate cases following the
implementation of the LRAM, that the savings used to calculate the utility’s lost revenue be reset
to zero. They also recommend that in each utility’s first rate case following the first three-year
period of the EERS, the utility seek approval of a new decoupling mechanism as an alternative to
the LRAM, and that the LRAM cease when the new mechanism is implemented.

F. Performance Incentives

1. Staff

Staff recommended including performance incentives (PI) in the EERS framework to
incent the Joint Utilities’ investment in energy efficiency. According to Staff, performance
incentives place energy efficiency and supply-side investments on a relatively equal financial
footing and enables utility shareholders to earn a comparable return on either investment. Staff

also noted the vital role of PI in the success of the Core programs.

? The Settlement Agreement does not incorporate Staff’s proposed threshold, retirement, and fuel-switching
adjustments to the LRAM, or Staff’s recommendation to include lost revenues as a cost for the purpose of
determining the cost/benefit ratio of the 2017 Core and EERS programs.
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Staff recommended 10 percent of annual budgets as an appropriate PI cap for both the
electric and gas utilities. The 10 percent cap is the same as the existing Core PI cap for electric
utilities, and it is 2 percent less than the existing 12 percent Core PI cap for gas utilities. Staff
asserted that the PI cap for electric and gas utilities should be the same, because the
Commission’s energy efficiency programs are statewide. Staff further supported the reduction to
the gas PI cap by considering it in relation to the PI caps in other New England states, which are
all lower than 10 percent. To calculate PI, Staff reccommended continuation of the existing (i.e.,
Core program) cap on actual spending at 5 percent of budgeted spending. In addition, Staff
recommended that the Commission review the PI level after the first triennium of the EERS,
when it has data on the impact of the LRAM on the Joint Utilities’ energy efficiency activities.

2. Joint Utilities

The Joint Utilities proposed that the Commission maintain the current Core PI
mechanism and levels. Under their proposal, the Joint Utilities’ performance would continue to
be evaluated against both the achievement of the defined savings and the cost-effectiveness
targets. The methodology would be based on actual program expenditures with threshold and
maximum performance payout levels. The Joint Utilities contend that the existing mechanism is
easy for stakeholders to understand, effectively tracks performance, and appropriately focuses on
the primary factors that are most pertinent to rewarding performance. In response to the Order of
Notice, the Joint Utilities opposed incorporating penalties into the EERS framework, contending
that the failure to earn PI constitutes sufficient financial detriment.

3. Sustainable Energy Group
The Sustainable Energy Group recommended that the EERS provide performance

incentives to allow the Joint Utilities a reasonable incentive to pursue exemplary performance
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and to make efficiency investments attractive relative to other available investment opportunities.
The design of the incentive mechanism, the Sustainable Energy Group stated, should ensure that
ratepayers are protected from providing excessive earnings levels beyond those necessary to
create that incentive and equal footing. PI should be commensurate with the lower risk of
investing in efficiency as compared to supply-side investments, and to the extent existing PI
levels include compensation for lost revenues, they should be reduced.

The Sustainable Energy Group discussed several PI models used in other jurisdictions
and noted that New Hampshire already uses one model for the Core programs, a performance
target incentive. Regardless of the model used in the EERS, it should include clearly articulated
earnings and/or penalties, based on tangible, measurable performance that is under some control
of the utility or program administrator. Also, the Sustainable Energy Group recommended that
the performance incentive metrics be defined in a way that achieves efficiency policy objectives
and guards against perverse incentives that could lead to undesirable policy outcomes. The
Sustainable Energy Group noted that incentive designs where multiple parameters can be
rewarded or penalized, are one way to protect against perverse effects.

4. Acadia

Acadia described PI as essential to maximizing investment in efficiency and demand-side
resources. Acadia linked decoupling with PI, suggesting that decoupling enhances the effect of
PI. Acadia opposed the PI levels recommended by Staff, contending that if a lost revenue
recovery mechanism is approved for the EERS, PI should be more in line with neighboring

states, or between 2 percent and 8 percent.
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5. The Way Home
TWH supported providing the opportunity to the Joint Utilities (or other program
administrator) to earn performance incentives when the Core programs transition to an EERS,
because the incorporation of a reasonable PI is consistent with the policy of treating energy
efficiency as a supply resource. TWH suggested, however, that if a lost revenue recovery
mechanism is implemented, the Commission may want to consider reducing the current Core
levels of PI, because such a mechanism shifts risk away from the utility to the ratepayer by
guaranteeing the recovery of certain revenues.
6. Settlement Agreement
The Settlement Agreement recommends PI for the Joint Utilities at a target level of
5.5 percent and a maximum level of 6.875 percent of spending. Those PI levels should be
effective when the LRAM is implemented, or January 1, 2017, and should remain unchanged at
least through the first three-year period of the EERS. In addition, prior to the filing of the first
EERS plan, the Settling Parties would review the existing PI formula and consider the way it
values achievements of low-income programs. The Settling Parties agree that any
recommendations for modifications to the PI formula may be included in that filing or proposed
during the Commission’s review of that filing.
G. Stakeholder Involvement
1. Staff
Staff recommended the creation of a permanent EERS Advisory Council made up of a
broad group of stakeholders representing a variety of interests. Staff asserted that other
jurisdictions use stakeholder groups to develop consensus and energy efficiency policy

recommendations. According to Staff, the Advisory Council should include representatives from



DE 15-137

-34 -

the utilities, the Commission and DES, the OCA, environmental groups, customers, energy
efficiency program providers, and consultants. Staff recommended that the Commission
designate the existing Energy Efficiency and Sustainable Energy (EESE) Board as the Advisory
Council and authorize the recovery of funds through the SBC and LDAC for its administrative
and technical support. Specifically, Staff recommended the use of an independent consultant to
facilitate the Advisory Council’s work and expert consultants as necessary. Staff envisioned the
Advisory Council’s work as including annual reports on energy efficiency achievements,
coordination of studies, and development of a Technical Resource Manual (TRM). The TRM,
according to Staff, would include New Hampshire specific EM&V protocols and reporting
forms.
2. Joint Utilities

The Joint Utilities recognized the wide range of stakeholders who work with them to
plan, deliver, and evaluate the Core programs. Stakeholders include retailers, manufacturers,
equipment distributors, contractors, builders, architects, engineers, trade associations, non-profit
organizations, policy makers, program evaluation vendors, and customers. According to the
Joint Utilities, the stakeholders’ contributions are essential to the success of the programs. Under
an EERS, the Joint Utilities, like Staff, recommended that the EESE Board function as an energy
efficiency stakeholder board. The Joint Utilities view the roles, responsibilities, and membership
of the EESE Board as very similar to the EERS stakeholder boards in other states. EESE Board
membership includes energy efficiency and sustainable energy stakeholders, state policy makers,
representatives of the business community, and utility program administrators.

Similar to Staff, the Joint Utilities recommended additional resources for the EESE Board

in its new role as EERS advisor. Specifically, the Joint Utilities suggested the dedication and
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funding of an administrative employee and the engagement of specialized organizations such as
Northeast Energy Efficiency Partnerships (NEEP) and Regulatory Assistance Project (RAP).
3. Sustainable Energy Group

To oversee and guide efforts to implement the requirements of an EERS, the Sustainable
Energy Group also recommended an advisory body with sufficient resources and authority to
ensure robust stakeholder involvement and to assist the Commission. According to the
Sustainable Energy Group, Commission proceedings are too cumbersome to provide a forum
where inclusive, informed discussions and decisions necessary to implement best practice energy
efficiency programs can be conducted.

The Sustainable Energy Group recommended that the advisory body’s membership
include a wide range of stakeholders to ensure a balance of interests in efficiency oversight.
Stakeholders should include all customer classes (individually represented), state environmental
policy staff, Commission staff, consumer protection agencies, advocacy groups in the energy and
environmental fields, and the energy efficiency industry. According to the Sustainable Energy
Group, the Joint Utilities should be active participants in the advisory body but should not have
voting privileges.

The Sustainable Energy Group noted that the EESE Board includes some features
important to a robust advisory body (e.g., diverse membership), but it currently has little
authority and no staff or funding. To be effective, the EESE Board will need guidance from
experts in energy efficiency planning, evaluation, program design, and implementation. In
addition, because the members will likely have full-time jobs and will only serve in a voluntary

capacity, administrative and technical support is needed to manage and conduct the basic
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operations and analysis of the group. According to the Sustainable Energy Group, some
jurisdictions contract for administrative support and expert resources.
4. Acadia

Consistent with the positions of others, Acadia also recommended that the Commission
supplement the adjudicative process it uses for energy efficiency with a stakeholder council or
board to oversee planning and administration of statewide programs through a collaborative
process. Doing so ensures that the programs enjoy a broad base of support and reduces the
duration and complexity of the approval process at the Commission. Acadia stated that in other
states in the Northeast, stakeholder boards may spend six months or more in a collaborative plan
development process with the utilities before filing plans for approval. According to Acadia,
using a stakeholder body to guide efficiency investment will also reinforce high standards for
programs, because the stakeholders are end users. Acadia also recommended that the advisory
body have access to expert resources to balance the utilities’ access to information and expertise.
The EESE Board, Acadia stated, could be transitioned into an advisory body role if adequate
funding is made available for such resources.

5. The Way Home

TWH echoed the recommendation of others that the EESE Board be used as an advisor to
the Commission in its implementation of an EERS. TWH also observed the EESE Board’s
limited statutory authority and need for resources, but suggested that those limitations may be
overcome by the Commission specifically designating the EESE Board’s role in its order

approving the EERS.



DE 15-137

-37-

6. Settlement Agreement

The Settlement Agreement specifically provides opportunities for the EESE Board to
actively participate in the development of the EERS programs within the proposed EERS
framework, and in the Commission-supervised EM&V activities under the EERS. The
Settlement Agreement also recommends EESE Board access to the independent planning and
EM&V oversight experts.

H. Evaluation, Measurement and Verification

1. Staff

Staff considers EM&V a vital part of a successful EERS program, for program
transparency and credibility. Staff described evaluation as the performance of studies and
activities aimed at determining the effects of an energy efficiency program or portfolio.
Measurement and verification, according to Staff, constitutes data collection, monitoring, and
analysis associated with the calculation of savings from individual projects. EM&V according to
Staff, ensures that the Joint Utilities are actually meeting the savings targets and spending
ratepayer funds in a just and reasonable manner, and that energy efficiency programs are cost
effective. Currently, the Joint Utilities administer EM&V to monitor and manage the Core
programs.

To enhance EM&YV under an EERS framework, Staff recommended that funding be set
aside for independent consultants and for the development of a New Hampshire technical
resource manual. Staff noted recent efforts in New England to develop consistent protocols and
reporting for EM&V, which could be adopted where feasible. In addition, Staff recommended
that the EESE Board in its role as an EERS Advisory Council guide EM&V, and that the results

of EM&V impact studies be used to update savings assumptions and program design.
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2. Joint Utilities

The Joint Utilities described EM&V practices for the Core programs, which include
stringent and transparent reporting regarding their achievement of planned savings, participation,
and cost-effectiveness goals, verification of results, onsite inspections, independent third-party
market assessments, program process and impact evaluations, and annual financial audits.
According to the Joint Utilities, the existing practices hold them to high standards of
accountability and verification, which includes several layers of quality control.

For an EERS with increased savings goals, the Joint Utilities, like Staff, recommended
that the Commission hire an independent consultant to help guide energy efficiency evaluation
activities. Accordingly, the consultant would create an implementation plan and review and
adjust evaluation priorities. The Joint Utilities suggested that the consultant’s review could
include consideration of the Environmental Protection Agency’s Clean Power Plan as well as the
standardization of EM&V reporting forms.

The Joint Utilities proposed that they manage the evaluation activities under the
Commission’s oversight. In support of their proposal, the Joint Utilities cited their procurement
and contract management capabilities, which allow them to act efficiently and cost effectively.
Citing a recent example, the Joint Utilities contended that their existing relationships with
EM&YV consultants and colleague counterparts from among their affiliates in other states will
help them coordinate evaluation activities and identify best practices, current challenges, and
opportunities.

3. Sustainable Energy Group
The Sustainable Energy Group opined that the success of an EERS can only be measured

by assessing the extent to which energy reduction targets are actually realized. The key concepts
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and requirements of EM&V, according to the Sustainable Energy Group, include rigor,
transparency, and independent third-party verification, to ensure consistent and fair assessment
of program performance. The Sustainable Energy Group recommended that the achievement of
savings targets and earning of performance incentives be evaluated on the same basis for the
sake of efficiency and fairness. In addition, the Commission and its advisory body should
oversee EM&V services.
4. The Way Home
TWH generally concurred with the EM&V recommendations of other parties. In
addition, TWH noted the one measurement consideration specific to low-income residential
ratepayers, which is that low-income programs may fall below a benefit cost ratio of 1.0 under
the Total Resource Cost test and still be approved by the Commission.
5. Settlement Agreement
The Settlement Agreement requires EM&V studies to be conducted by independent third
parties retained and supervised by the Commission with the advice and participation of the
Settling Parties and the EESE Board. If requested, an independent expert, separate from the
independent planning expert required by the Settlement Agreement, would facilitate the Settling
Parties’ and the EESE Board’s participation in, and provide oversight of, the EM&V study
activities. One specific deliverable of the EM&V expert will be assisting with the development
of a New Hampshire-specific technical resource manual by the end of the first EERS triennium.
I. Regulatory Process
1. Staff
Staff recommended leveraging the exiting Core mechanisms to transition to an EERS

framework. According to Staff, the Joint Utilities, as administrators, would prepare the triennial
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EERS plans in collaboration with stakeholders and the EESE Board as Advisory Council, for
review and approval by the Commission. Staff also recommended annual reviews during the
three-year EERS periods. Those reviews, according to Staff, should include updating savings
assumptions based on the results of EM&V studies. In addition, Staff recommended continuing
practices developed for the Core program, including the processes for budget transfers and
carrying forward unspent funds.
2. Joint Utilities

The Joint Utilities proposed developing savings targets for the EERS through a
comprehensive process that validates savings targets feasibility and provides a detailed plan for
specific programs. Savings target development, however, would follow an annual determination
by the Commission of the funding levels. According to the Joint Utilities, the Commission uses
such a process currently to set the LDAC rate for gas utilities.

The Joint Utilities proposed that, each year of the EERS, they prepare and submit to the
EESE Board a draft energy efficiency plan for its review before a final plan is filed with the
Commission for approval. That process would allow collaboration between the EESE Board and
the Joint Utilities in a non-adjudicative setting, which the Joint Utilities believe could result in a
more efficient Commission proceeding. According to the Joint Utilities, the Commission’s
regulatory role of overseeing the state’s energy efficiency programs would continue in its current
form. The Commission would determine if the final plans submitted by the Joint Utilities are in
the public interest, including the program budgets and program cost effectiveness. In addition,
the Commission would continue to oversee ongoing reporting and implementation and results of

the programs.
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The Joint Utilities propose that each utility, except NHEC, file its own request for
recovery of EERS-related lost revenues, which will vary by utility each year and that the
Commission adjudicate the requests individually. According to the Joint Utilities, the LBR
Adjustment process would be separate from the three-year planning process used to set savings
targets and to establish specific programs to meet those goals.

3. The Way Home

TWH recommended regular review of the efficiency programs during the three-year
EERS planning periods, perhaps quarterly as is currently done for the Core programs. TWH also
recommended an annual planning process.

4. Settlement Agreement

The Settling Parties recommend that they work collaboratively to refine a draft plan for
the first triennium of the EERS, which will be filed for Commission review and approval by
September 1, 2017. An independent consultant would be hired by the Commission, with a
budget not to exceed $95,000 annually, to assist in the development of the initial and subsequent
EERS plans. The consultant would serve as a resource to the EESE Board and other
stakeholders as requested and deemed appropriate by the Commission.

The Settlement Agreement requires the filing of annual updates during the three-year
EERS plan periods, for Commission review and approval. The review process would be akin to
the process currently used to review mid-period submissions in the Core dockets. Such annual
update filings will serve as an opportunity to adjust programs and targets and address any other
issues that may arise from changes or advancements, including evaluation results, state energy

code changes, and federal standard improvements.
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The Settlement Agreement and the Joint Utilities’ proposal provide specific detail about
the processes to be followed with regard to lost revenue recovery, including the annual setting of
a rate for the next year and the reconciliation of the prior year’s rate and revenue recovery. The
Settlement Agreement also requires actual savings and costs to be audited by an independent
third party.

J. Implementation Date

1. Staff
Staff recommended an EERS implementation date of January 1, 2017.
2. Joint Utilities

The Joint Utilities recommended that the EERS be implemented beginning January 1,
2018. According to the Joint Utilities, adequate time is needed for thorough program
development and a more comprehensive stakeholder review process than is typically used for the
Core programs. Under their proposal, the Joint Utilities would present a draft three-year plan to
the EESE Board on April 1, 2017, and allow two months for EESE Board’s review. Then, the
Joint Utilities would file the final plan with the Commission by September 30, 2017, for
approval by December 31, 2017. Also before implementation of the EERS, the Commission
would determine the SBC and LDAC funding rates.

In the meantime, the Joint Utilities proposed to file, on or before September 30, 2016, an
interim, one-year Core plan for 2017. Also by that date, the Joint Utilities would file testimony

regarding the implementation of their LBR Adjustment.
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3. Sustainable Energy Group
The Sustainable Energy Group did not specifically recommend an implementation date.
In discussing savings targets, however, the Group referred to the first three-year period of the
EERS as 2017-2019.
4. Settlement Agreement
The Settlement Agreement proposes the implementation of an EERS beginning
January 1, 2018. During 2017, the Core programs will continue, and the Settling Parties, in
collaboration with the EESE Board, will prepare for EERS implementation.
K. Beyond Implementation
1. Staff
Staff described energy efficiency programs and products that are available in other
jurisdictions, but not New Hampshire. Staff suggested that some or all of those offerings could
be used to enhance an EERS. According to Staff, the Joint Utilities could use the integrated
resource planning process to identify new opportunities for energy efficiency. In addition,
demand-side management and grid modernization tie well with energy efficiency programs.
2. Joint Utilities
The Joint Utilities described their vision for the future of the EERS and provided
examples of expanded program services, new initiatives, and innovative implementation
strategies. The examples included piloting emerging technologies, offering incentives for
combined heat and power projects, and incorporating the use of midstream and upstream
program delivery models, which allow for energy efficiency equipment incentives at the retailer

and manufacturer level.



DE 15-137

_44 -

The Joint Utilities also discussed potential sources of funding for the EERS other than the
SBC and LDAC, including the Commercial Property Assessed Clean Energy (C-PACE)
program. According to the Utilities, C-PACE falls under third-party financing, specifically for
commercial buildings, and allows building owners to finance cash-positive energy efficiency and
renewable energy projects, tying the financing to the property through a voluntary, municipal
special assessment/lien. The Joint Utilities argued that C-PACE could work in combination with
the programs under an EERS.
3. Sustainable Energy Group
To ensure that the benefits of peak demand reduction are realized for all ratepayers, the
Sustainable Energy Group recommended that the Commission consider establishing cost-
effective peak shaving demand reduction programs.
4. TRC
TRC recommended that the EERS broaden the customer base that is reached by the
existing efficiency programs and provide the opportunity for all contributors to program funding
to receive program benefits. TRC recommended that the EERS include hybrid programs that
effectively address both electricity and fuel savings, because they introduce building owners to
deeper energy savings projects.
5. OCA
The OCA recommended that all residential ratepayers participate in a single, statewide
customer engagement technology platform (CETP) akin to the platform being developed by
Eversource and partially funded through the Core budget. According to the OCA, a CETP is a
web-based, data-diagnostic tool that utilities can use in many ways including to educate

customers about energy efficiency, target marketing efforts, institute customer behavioral
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programs, and offer customers online self-service options. The OCA contended that the outcome
of using a CETP statewide would be uniform delivery and reduced costs of efficiency services;
broader customer participation in efficiency; and greater energy savings for all customers. In
addition, a CETP will be needed in the future should the Commission implement programs such
as net metering and time-of-use pricing.
6. The Way Home

TWH recommended that the Commission consider quantifying, for the purpose of the
cost/benefit test used for efficiency programs, additional non-energy benefits or societal benefits
derived from low-income efficiency programs, which are not currently accounted for under that
test. According to TWH, a 2008 New Zealand study confirmed benefits such as reduced
hospitalizations, and lost days of work and school, and the states of Vermont and Ohio use
adders in their cost-benefit tests to quantify non-energy benefits including greater comfort,
improved health, enhanced productivity, and other societal benefits.
IV.  COMMISSION ANALYSIS

A. Legal Authority

RSA 4-E:1 became effective on July 24, 2013, and spurred the opening of this docket.
That statute required the Governor’s Office of Energy and Planning (OEP) to prepare a 10-year
energy strategy for the State. RSA 4-E:1. The Legislature required the state energy strategy to
include “consideration of the extent to which demand-side measures including efficiency ... can
cost-effectively meet the state’s energy needs, and proposals to increase the use of such demand
resources to reduce energy costs and increase economic benefits to the state.” RSA 4-E:1, II. As
detailed in Section I above, OEP prepared the 2014 New Hampshire State Energy Strategy in

response to that legislative mandate. The Energy Strategy final report recommended that the



DE 15-137

- 46 -

Commission open a proceeding to establish “energy efficiency savings goals based on the
efficiency potential of the State, aimed at achieving all cost-effective efficiency over a
reasonable time frame.” 2014 New Hampshire State Energy Strategy, Executive Summary at ii.

Although RSA 4-E:1 and the 2014 New Hampshire State Energy Strategy served as
catalysts for this docket, the Commission has a long history of regulating the demand-side
measures of the State’s electric and gas utilities. The Commission has historically regulated
demand-side measures, including energy efficiency programs, pursuant to its general authority
under RSA 374:3 (general supervision of all public utilities) and RSA Chapter 378 (rates and
charges). In 1988, pursuant to both its general authority and its authority under the New
Hampshire Limited Electric Energy Producers Act, RSA Chapter 362-A, the Commission
required that electric utilities engage in least cost integrated resource planning (LCIRP). In
Public Service Company of New Hampshire, et al., 73 NH PUC 117 (1988), the Commission
required electric utilities to “file an integrated least cost resource plan in conjunction with an
updated forecast of avoided costs in order that the commission may reasonably review each
utility’s planning process, resultant plans, and avoided cost forecast.” Id. at 126.

Shortly thereafter in 1990, the Legislature enacted the LCIRP statute, RSA 378:37-39,
and declared least cost integrated resource planning for electric utilities to be the energy policy
of the state. As originally enacted, RSA 378:37 provided that:

The general court declares that it shall be the energy policy of this state to

meet the energy needs of the citizens and businesses of the state at the lowest

reasonable cost while providing for the reliability and diversity of energy sources;

the protection of the safety and health of the citizens, the physical environment of

the state, and the future supplies of nonrenewable resources; and consideration of

the financial stability of the state’s utilities.

RSA 378:37 (West 2009).
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Although the LCIRP statute has always required our review of utility demand-side
programs, including energy efficiency, the Legislature amended the LCIRP statute in 2014 to
place a greater emphasis on evaluation of energy efficiency programs. See Laws of 2014
ch. 129; compare RSA 378:38, II (West 2009) with :38, II (West Supp. 2015). In the 2014
amendment, the Legislature declared it the energy policy of the state “to maximize the use of
cost effective energy efficiency and other demand side resources.” RSA 378:37 (West Supp.
2015). The 2014 amendment increased the emphasis on energy efficiency programs by
providing that the Commission’s evaluation of utility plans should be guided by certain energy
policy priorities, energy efficiency being first and foremost among them. RSA 378:39 (West
Supp. 2015).

In addition, the electric restructuring policy principles, enacted in 1996, guide the
Commission in the exercise of its general authority over electric utilities. See RSA 374-F:3, X
(restructured electric market required to “reduce market barriers to investments in energy
efficiency and provide incentives for appropriate demand-side management and not reduce cost-
effective customer conservation” and “utility sponsored energy efficiency programs should target
cost-effective opportunities that may otherwise be lost due to market barriers”); RSA 374-F:4,
VIII(e) (Commission authorized to approve a utility’s inclusion in its distribution charge of the
costs of energy efficiency “that are part of a strategy to minimize distribution costs”).
Specifically, RSA 374-F:3, VI authorized the creation of a “nonbypassable and competitively
neutral system benefits charge applied to the use of the distribution system” for the support of,
among other things, energy efficiency programs.

The Commission has reviewed gas utility demand-side measures pursuant to its general

authority since at least 1992. See, e.g., EnergyNorth Natural Gas, Inc., 77 NH PUC 802 (1992);
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Northern Utilities, Inc., 77 NH PUC 803 (1992); see also Northern Utilities, Inc., 78 NH PUC
310 (1993) (approving pilot DSM program); EnergyNorth Natural Gas, Inc., 79 NH PUC 605
(1994) (same); EnergyNorth Natural Gas, Inc. et al., Order No. 24,109 at 1 (December 31, 2002)
(approving gas utility energy efficiency programs following gas industry restructuring). The
2014 amendment to the LCIRP statute has since made that statute’s energy efficiency
requirements applicable to gas utilities. See RSA 378:38.

While nothing prohibits electric utilities from funding energy efficiency programs
through their distribution rates as approved by the Commission under its general rate making
authority, see RSA 374-F:4, VIII(e), electric utilities fund energy efficiency measures primarily
through the SBC, pursuant to the Commission’s authority under RSA 374-F:3, VI. Gas utilities
continue to fund energy efficiency programs primarily through the LDAC as approved by the
Commission pursuant to the Commission’s general supervisory and rate making authority. See
EnergyNorth Natural Gas, Inc., and Northern Utilities, Inc., Order No. 24,109, at 9 (December
31, 2002). In addition, limited proceeds from the RGGI, pursuant to RSA 125-0:23, and the
ISO-NE Forward Capacity Market, are used to fund energy efficiency. In recent years, the
Commission has approved the use of third-party private financing options to fund energy
efficiency measures. See Order No. 25,747 at 9 (describing third-party financing proposals
approved by the order).

Electric and gas utility programs are currently reviewed jointly as part of the Core Energy
Efficiency Program. See Electric and Gas Utilities, Order No. 25,747 (December 31, 2014)
(approving 2015-2016 Core programs); Electric and Gas Utilities, Order No. 25,462
(February 1, 2013) (approving 2013-2014 Core programs); Electric and Gas Utilities, Order

No. 25,189 (December 30, 2010) (approving the 2011-2012 Core programs and listing, at
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page 21, the Commission’s energy efficiency orders from 2001 through 2009). As detailed in
Section I, above, however, several studies have concluded that additional opportunities for cost-
effective energy efficiency exist beyond those attained through the Core program. Accordingly,
we opened this docket to consider ways to transition from the Core program to an EERS. The
Commission’s general supervisory and ratemaking authority, historic energy efficiency program
management, and legislative policy pronouncements, provide an adequate legal framework for
the creation and financing of the next generation of energy efficiency measures.

B. Settlement Agreement

Pursuant to RSA 541-A:31, V(a), informal disposition may be made of a contested case
at any time prior to the entry of a final decision or order, by stipulation, agreed settlement,
consent order, or default. We encourage parties to settle issues through negotiation and
compromise because it is an opportunity for creative problem solving, allows the parties to reach
a result in line with their expectations, and is often a better alternative to litigation. Granite State
Electric Co., Order No. 23,966 at 10 (May 8, 2002); see RSA 541-A:31, V(a) (“informal
disposition may be made of any contested case ... by stipulation [or] agreed settlement”). Even
when all parties join a settlement, however, we must independently determine that the result
comports with “applicable standards.” EnergyNorth Natural Gas, Inc. d/b/a National Grid NH,
Order No. 24,972 at 48 (May 29, 2009). We analyze settlements to ensure that a just and
reasonable result has been reached. Id.; see N.H. Code Admin. Rules Puc 203.20(b) (“The
commission shall approve a disposition of any contested case by stipulation [or] settlement ... if
it determines that the result is just and reasonable and serves the public interest.”).

Based on the record, the terms of the Settlement Agreement appear to be consistent with

applicable law, because they will reduce market barriers to investment in cost-effective energy
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efficiency investment, provide incentives for appropriate demand-side management, and not
reduce cost-effective consumer conservation. See Electric Utility Restructuring, Order
No. 23,574 (Nov. 1, 2000) at 10 (citing the requirements of RSA 374-F:3, X).

The record supports a finding that cost-effective energy efficiency is a lower cost
resource than other energy supply. ' In addition, over the past 14 years the Commission has
used a cost effectiveness, or cost benefit, test for energy efficiency measures in the Core energy
efficiency programs. The cost benefit test calculates the cost of acquiring and installing an
energy efficiency measure, spread over the expected useful life of the measure, and compares
that cost to the cost of the energy saved, or the energy supply avoided, over the expected useful
life of the measure. Using the cost benefit test in the Core programs, the Commission has
approved numerous Core energy efficiency measures where the cost of the measure is less than
the cost of the avoided energy supply.

For avoided costs of supply, we rely on the Avoided Energy Supply Costs in New
England: 2015 Study (March 27, 2015, revised April 3, 2015) prepared by TCR Group for the
Avoided Energy Supply Component (AESC) Study Group (AESC 2015 study) and used in the
Core programs to evaluate cost effectiveness.!' The AESC 2015 study indicates that direct
avoided retail electric costs are approximately $0.11 per kWh on a 15-year levelized basis. See

2016 New Hampshire Statewide Core Energy Efficiency Plan, Docket No. DE 14-216, Hearing

Exhibit 5 at 20 (December 15, 2015). For the costs of energy efficiency, we use both the
utilities’ and the customers’ costs. The Joint Utilities calculated the utilities’ costs of energy

efficiency to be $0.030 per kWh saved over the life of the measure. See Exh. 3 Joint Utilities at

' See Exh. 2 Sustainable Energy Group at 5 and Attachment 1; Exh. 3 Joint Utilities at 32; and Exh. 5 Acadia
Center at 1.

" The Commission takes administrative notice of this analytical tool used in the Core Docket, DE 14-216 pursuant
to Puc 203.27 (a)(2) (notice of relevant portion of the record in other proceedings).
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32. The customer costs are currently estimated in the Core programs as $0.02 per kWh saved
over the life of the measure.'? Based on the experience with the Core programs, even with the
customer costs added to the utilities’ costs of energy efficiency, the total costs of energy
efficiency are less than the costs of supply. See id. at 22, 30, 35 and 40.

As discussed above, the Commission has consistently imposed a cost-effectiveness test
before including energy efficiency measures in the Core Programs. Cost effectiveness is a
statutory requirement for least cost planning. We will continue to require that all measures used
to achieve an EERS meet cost-effectiveness tests. By ensuring that EERS measures are cost
effective, we remain consistent with the Legislature’s mandate that the Commission prioritize
energy efficiency and demand-side supply resources in order to provide the lowest reasonable
cost energy supply to customers, RSA 378:37 and :39, and with New Hampshire’s Energy
Policy, as well as the requirement to set just and reasonable rates, RSA 378:7.

The parties asserted that energy efficiency has a multitude of customer benefits, including
lower utility bills now and in the future, improvements in comfort, health, and safety, more
customer control and understanding of energy use, increased reliability of the grid and avoidance
of new generation capacity, and job creation and reduced pollution. See Exh. 5 Acadia Center
at 1; Exh. 2 Sustainable Energy Group, Attachment at 1; Exh. 3 Joint Utilities at 38 and 46;

Exh. 4 Staff at 14; Exh. 8 Sustainable Energy Group at 8; and Exh. 11 The Way Home at 9.
While those benefits have not yet been quantified by the Commission for New Hampshire, we
will monitor the cost effectiveness of the energy efficiency measures installed under the EERS

and will review the results of the EERS over time to determine its effect on customers.

"2 The estimated customer costs include kilowatt-hour savings for electric programs, and MMBtu savings —
converted to kilowatt-hour-equivalent savings — for gas programs.
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In addition to the cost effectiveness of the EERS measures, we must consider the impact

on customers of funding the EERS through the SBC and LDAC. The Settlement quantifies the

increases to the SBC for each electric utility. It also estimates the corresponding bill impacts for

average users. The bill impact calculations do not take into account customer savings due to

energy efficiency programs. The SBC and bill impact estimates are as follows.

The SBC for Eversource will increase from the current rate per kWh of $0.00330 to
$0.00383 in 2017, $0.00488 in 2018, $0.00631 in 2019, and $0.00850 in 2020. Exh. 1

at 22. The impact of those increases on an average residential customer using 625 kWh
per month ' will be $0.33 in 2017, $0.65 in 2018, $0.90 in 2019, and $1.37 in 2020. Id.
The impact of those increases on an average General Service customer using 10,000 kWh
per month will be $5.34 in 2017, $10.41 in 2018, $14.34 in 2019, and $21.88 in 2020. Id.
The SBC for Liberty electric customers will increase from $0.00330 to $0.00381 in 2017,
$0.00480 in 2018, $0.00615 in 2019, and $0.00825 in 2020. Exh. 1 at 23. The impact of
those increases on an average residential customer using 625 kWh per month will be
$0.32 in 2017, $0.61 in 2018, $0.85 in 2019, and $1.31 in 2020."* 1d. The impact of
those increases on an average Liberty General Service customer using 10,000 kWh per
month will be $5.13 in 2017, $9.83 in 2018, $13.58 in 2019, and $20.94 in 2020. Id.

The SBC for UES will increase from $0.00330 to $0.00384 in 2017, $0.00486 in 2018,
$0.00626 in 2019, and $0.00841 in 2020. Exh. 1 at 24. The impact of those increases on

an average residential customer using 625 kWh per month will be $0.34 in 2017, $0.64 in

B we recognize that the Settlement calculates bill impacts using 625 kWh per month for Residential customer

usage and 10,000 kWh per month for General Service customer usage, and the Staff used different average usage to

calculate the bill impacts in their proposal. Staff used 700 kWh per month for residential usage and 7,000 for
commercial/industrial usage. See Exh. 4 Staff at 45-46. We note that the Joint Utilities used the same usage that we

use in this order to calculate bill impacts. See Exh. 3 Joint Utilities Attachment 1, at 70.

1 Settlement Electric Attachment A, revised page 7 of 10 (Bates page 23), also Liberty’s response to Record
Request 1 (July 27, 2016).
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2018, $0.88 in 2019, and $1.34 in 2020. Id. The impact of those increases on an average
UES General Service customer using 10,000 kWh per month will be $5.41 in 2017,
$10.17 in 2018, $14.01 in 2019, and $21.51 in 2020. Id.

The SBC for NHEC will increase slightly less than the SBC increases for the other
electric utilities, because NHEC will not recover lost revenues. Specifically, NHEC’s
SBC will increase from $0.00330 to $0.00376 in 2017, $0.00459 in 2018, $0.00575 in
2019, and $0.00759 in 2020. Exh. 1 at 25. The impact of those increases on an average
residential customer using 625 kWh per month will be $0.29 in 2017, $0.52 in 2018,
$0.72 in 2019, and $1.15 in 2020. Id. The impact of those increases on an average
NHEC General Service customer using 10,000 kWh per month will be $4.60 in 2017,
$8.30in 2018, $11.60 in 2019, and $18.40 in 2020. Id.

The Settlement also quantifies the increases to the LDAC by utility as follows.

The LDAC for Liberty gas will increase from $0.0585 to $0.0643 in 2017, $0.0724 in
2018, $0.0817 in 2019, and $0.0907 in 2020. Exh. 1 at 27. The monthly impact of those
increases on an average residential customer using 783 therms per month will be $0.38
for 2017, $0.53 for 2018, $0.60 for 2019, and $0.59 for 2020. ld. For an average
Commercial and Industrial customer using 8,773 therms, the monthly impact will be
$2.22 for 2017, $2.98 for 2018, $3.42 for 2019, and $3.30 for 2020. Id.

The LDAC for Northern will increase from $0.0297 to $0.0347 in 2017, $0.0405 in 2018,
$0.0466 in 2019, and $0.0576 in 2020. Id. The monthly impact of those increases on an
average residential customer using 783 therms per month will be $0.33 for 2017, $0.38

for 2018, $0.40 for 2019, and $0.72 for 2020. Id. For an average Commercial and
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Industrial customer using 8,773 therms, the monthly impact will be $0.96 for 2017, $1.13

for 2018, $1.18 for 2019, and $2.12 for 2020. Id.

In approving the EERS as proposed, we are mindful of and do not take lightly the short-
term increases in customer rates. When considered in the context of the benefits of increased
energy efficiency, participating electric and gas customers will spend less on energy usage and,
in the long run, all customers will spend less on energy supply. As suggested by the parties,
other benefits could result from increased energy efficiency, but our decision does not rest on
that possibility. Instead, our approval of the Settlement Agreement’s rate increases is based on a
record developed over the course of a year following a year-long investigation by the Staff of
EERS potential, both of which were contributed to by numerous experienced and knowledgeable
stakeholders and experts. Also, we note in making our decision, the support of the Settlement
Agreement by the diverse parties, including the Consumer Advocate, The Way Home, and
others. The record and support by parties with diverse interests, along with the customer-
protection measures built into the EERS framework, as described below, give us confidence that
any short-term rate impacts will be outweighed by the benefits to customers, the grid, and the
New Hampshire economy. In addition, we note that our approval of the Settlement Agreement is
only the beginning of the EERS; the Commission will oversee the development of the specific
EERS programs and their subsequent implementation to ensure that the energy efficiency
programs funded by customers are indeed the least-cost resource available to the Joint Utilities’
customers.

1. Program Administration
The Joint Utilities have direct relationships with their customers, who may need help and

support in making efficiency investment decisions, and the Joint Utilities have direct access to
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customer consumption data and technical resources in New Hampshire and neighboring
jurisdictions. In addition, the Joint Utilities have demonstrated a commitment to energy
efficiency and have a history of award-winning management and delivery of the Core programs.
They also have infrastructure and market-participant relationships in place to quickly scale up
programs to meet increased savings goals. Consequently, at least for the first triennium, the Joint
Utilities are a logical choice for the role of administrator within an EERS framework.
2. Savings Targets and Planning Periods

In the last decade, several New Hampshire specific studies have identified energy
efficiency savings potential. Although those studies are somewhat dated,'® based on the record,
we find that they provide a reasonable sense of the achievable, cost-effective efficiency savings
potential in New Hampshire, for the purpose of approving the EERS framework. See Exh. 4
Staff at 15; and Exh. 8 Sustainable Energy Group at 15-16. The short-term savings goals
recommended by the Settlement Agreement are reasonably consistent with those studies and also
fall within the range of savings recommended by the various parties in this proceeding, who
represented diverse interests. In addition, setting a long-term qualitative goal of ultimately
achieving all cost-effective efficiency savings as recommended by the Settlement Agreement
follows the recommendations of the New Hampshire specific studies and allows flexibility to set
that goal in the context of the market conditions that develop over time within the EERS
structure.

Consequently, we approve the proposed EERS savings goals for the first triennium of the
EERS as a percentage of 2014 statewide delivered sales: 0.80% for electric and 0.70% for gas in
2018; an additional 1.0% for electric and 0.75% for gas in 2019; and an additional 1.3% for

electric and 0.80% for gas in 2020. Those statewide savings goals are cumulative and are

15 GDS Report (January 2009) and the VEIC Report (November 2013)
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intended to reach overall savings of 3.1% of electric sales and 2.25% of gas sales, relative to the
baseline year of 2014, by the end of 2020. We also approve the recommendation to continue the
Core programs in 2017, with adjustments to funding and savings goals as provided in the
Settlement Agreement, in order to allow adequate time for careful and thoughtful planning for
implementation of the first EERS triennium. Specifically, the 2017 Core-extension savings goals
shall be 0.60% of 2014 statewide delivered sales for electric and 0.66% of 2014 statewide
delivered sales for gas.

We agree with and approve the Settling Parties’ recommendation to use three-year
planning periods instead of the two-year periods used in Core. Three years is long enough to
afford more stability and continuity in program delivery, which will help customers and other
stakeholders plan their efficiency investments, but not so long as to limit the Commission’s
flexibility to adjust savings targets in response to changes in market conditions or other
developments during that time Also, using three-year periods aligns the EERS with industry
practice and is consistent with the planning periods used previously for the gas efficiency
programs. See, e.g., Northern Utilities, Inc., Order No. 24,630 at 7 (June 8, 2006) (order
approving a three-year plan refers to the prior three year program cycle).

3. Costs and Funding

The proposed costs of achieving the short-term goals recommended by the Settlement
Agreement appear to be just and reasonable as well as consistent with the recent legislative
mandate to consider energy efficiency a first-priority supply resource. We take note of the
Settling Parties’ proposal to increase the low-income program budget. At a time of uncertainty
about the future of energy supply in the New England region and consistent with legislative

directive in RSA 374-F:3, V (Commission shall “enable residential customers with low incomes
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to manage and afford essential electricity requirements”), we find this proposal to be appropriate.
Moreover, increasing low-income efficiency funding and activities should free up some of the
low-income financial assistance also collected through the SBC and LDAC, because those
customers’ energy consumption will decrease.

While rates may increase slightly for all customers in the short-term in order to recover
the costs of an EERS, customer bills will decrease when their energy consumption decreases as
well as when the impact of consumption decreases are reflected in reduced grid and power
procurement costs. See, e.g., Exh. 2, Sustainable Energy Group Attachment at 2 and at 3-4.
While the cost benefit tests ensure benefits to all customers, it is true that those who participate
in efficiency programs are likely to benefit most. They will receive immediate benefits from bill
reductions, improved comfort, and higher home or business value. Those advantages are in
addition to the utility system benefits enjoyed by all customers. In return, however, customer
participants must invest time and take full advantage of financial incentives or technical
assistance, and they often must pay additional out-of-pocket expenses. Non-participating
customers enjoy the benefits from load and system improvements. See Granite State Electric
Company, Order No. 20,362, 76 NH PUC 820, 823 (1991). In addition, the efficiency programs
will reduce emissions and may reduce utility revenue requirements through reduced operation
and maintenance (O&M) expenses. Further, the availability of the direct benefits from
participation, coupled with broad-based programs, should send a signal to all customers and
encourage broad participation in the programs.

The record supports our finding that the EERS, and the energy efficiency market needed
to support it, requires stable funding to grow and function optimally. See Exh. 3 Joint Utilities

Petition at 48; and Exh. 2, Sustainable Energy Group Attachment at 2. The SBC and the LDAC
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are stable sources of revenue, and using ratepayer funds to achieve the public benefits of cost-
effective energy efficiency is just and reasonable. Although the total funding collected under the
RGGI program could cover a good portion of the incremental costs associated with EERS’
increased savings goals, at this time, access to those funds for energy efficiency is limited by
statute. See RSA 125-0:23.

Also at this time, private funding is limited and not as stable and reliable as the SBC and
LDAC, and private funding alternatives have not been adequately investigated. See Exh. 3 Joint
Utilities Petition at 6, 48, and 51-52; and Sustainable Energy Group Exh. 2, Attachment at 11-12;
Exh. 5 Acadia Center at 7; and Transcript at 83-84 see also 2015-2016 Core Plan (DE 14-216)
(includes a few new and relatively-new private financing programs). As seen in other
jurisdictions, private funding increases following increased public funding of an EERS.'® We
note the Settling Parties’ commitment to continue the work started in the Core programs to
nurture and expand private funding options. Private funding should continue to be used to the
greatest extent possible to fund the EERS programs. We will look to the plan for the first EERS
triennium to describe those efforts and any new private funding proposed or under consideration
for the future.

The SBC was established by the Legislature as part of electric restructuring. See RSA
374-F:4, VIII. The Commission has not increased the SBC since the inception of the Core
programs in 2001. ld. Failing to increase the funding to support higher savings goals at this time

not only fails to provide the Joint Utilities’ customers with viable and proven options for energy

' Exh. 2 Sustainable Energy Group at 11 “Studies of financing programs have concluded that combining
financing with traditional rebates and incentives leverages deeper savings and broader participation” (citations
omitted), Exh. 4 Staff at 86. “In some markets program administrators have begun to tap secondary markets and a
number of transactions have taken place representing a total volume of $400 million” and at 89 “Observers believe
that when these conditions are met, lower cost capital may become available which will result in lower interest rates
for customers.”)
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at least cost, but also fails to capture other benefits for customers. The Commission’s oversight,
and the requirement that all programs meet a cost-effectiveness test that projects greater benefits
than costs over the life of the measures, ensures that the programs and spending of ratepayer
funds are just, reasonable, and least cost. Therefore, we approve the proposal to fund the EERS
through increases to the SBC and LDAC as proposed in the Settlement Agreement. We note
that, when the three-year EERS plans are filed, we will review in advance and approve that
spending only to the extent that it is just, reasonable, and least cost.

4. Recovery of Lost Revenues

With increased energy savings comes decreased utility revenues due to standard rate
design, which recovers costs through a variable, or consumption-based, rate. The lost revenue
adjustment mechanism (LRAM) recommended by the Settlement Agreement enables the Joint
Utilities (except NHEC) to recover the portion of their authorized revenue requirement lost due
to energy efficiency activities. The LRAM is not designed to increase the revenues recovered by
the utilities, and lost revenues are not considered a cost for the purpose of the cost/benefit test
used to assess efficiency programs in the Core or within the EERS. Specifically, without the
LRAM, or a change in the way rates are designed today, the utilities may lose revenue that the
Commission has already determined in the utility’s rate case is just and reasonable for them to
recover. Consequently, we approve the LRAM as proposed.

Nonetheless, we are mindful that, with an LRAM, the utilities’ revenues can increase
above their authorized revenue requirements from increased sales, and, for that reason and
others, some parties prefer decoupling. This is because decoupling provides a reconciliation to
the last-approved revenue requirement (i.€., in the case of a utility collecting more revenue than

its last-approved revenue requirement, the utility would be required to prospectively credit
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customers for any such over-collection). We note that our approval of the LRAM does not limit
our subsequent consideration and approval at any time of a different lost revenue recovery
mechanism, and that the Joint Utilities (except NHEC) are required to seek approval of a
decoupling or other lost-revenue recovery mechanism as an alternate to the LRAM in their first
distribution rate cases after the first EERS triennium, if not before.
5. Performance Incentives

The Commission has used performance incentives successfully in the Core programs to
encourage utility investment in energy efficiency. In light of the addition of an LRAM, we agree
with the Settling Parties’ recommendation to reduce the level of performance incentives
available to the Joint Utilities under an EERS. The recommended levels are sufficient to provide
a reasonable incentive to pursue exemplary performance in program administration and delivery
and to put efficiency investment on an equal footing with other earnings opportunities available
to the Joint Utilities.

In addition, the recommended performance incentive level is less likely to provide
excessive earnings and is more commensurate with the lower risk of investing in efficiency.

6. Stakeholder Involvement

Involving energy service stakeholders in the development and implementation of the
EERS is important, because they are directly connected to the provision of energy and efficiency
services. The active participation in the EERS of Settling Parties, who include representatives of
the Joint Utilities, Commission Staff, DES, consumer advocates like the OCA and NHLA,
efficiency experts and service providers, brings different knowledge, experience, and
perspectives. New Hampshire is fortunate to have so many stakeholders who are invested in the

success of energy efficiency and the EERS; their contributions and collaboration in this
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proceeding produced a more robust result. As economy wide involvement in energy efficiency
measures will yield the best results, we encourage fuller participation of the New Hampshire
business community going forward.

We appreciate the Joint Utilities’ access to counterparts and expertise in other
jurisdictions that lead the nation in the provision of energy efficiency services and encourage
further interactions. To enable the well-informed contribution of the non-utility stakeholders in
work required in the future to assure success of the framework we establish today, we approve
the Settling Parties recommendations related to the retaining and funding of a planning
consultant, an EM&V oversight consultant, and the EM&V studies consultants.

The EESE Board is a collection of diverse energy stakeholders, and its involvement in
the EERS planning and implementation, as recommended by the Settling Parties, is appropriate.
To fulfill that advisory role, the EESE Board requires technical resources consistent with the
Settlement.

7. Evaluation, Measurement and Verification

We approve the EM&V proposals contained within the Settlement Agreement. Rigorous
and transparent EM&YV is essential to a successful EERS, to ensure that the efficiency programs
actually achieve planned savings in a cost-effective manner. The addition of the EESE Board
and additional expert resources to the EM&YV proposed for the EERS will protect customers
through consistent and fair assessment of program performance and cost effectiveness.
Moreover, a Technical Resource Manual that meets New Hampshire needs, as proposed by the

Settlement, will enable EM&V transparency, consistency, and accuracy.
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8. Regulatory Process

We approve the Settling Parties’ recommendations for an EERS process, including the
pre-filing collaborative preparation of a plan for the first triennium with the assistance of a
planning expert. We agree that such a process will likely result in a more efficient and less
adversarial adjudicative proceeding following the plan’s filing for Commission review and
approval. An abbreviated annual plan update process during the trienniums, like the process we
currently use for the Core dockets, is appropriate and will enable the stakeholders some
flexibility to respond to developments in the energy efficiency market during that time.

In addition, we approve the annual process proposed for setting and reconciling the
LRAM as described in the Settlement Agreement and the Joint Utilities EERS proposal. In
calculating lost revenue, savings shall be adjusted to account for retirements, the actual timing of
efficiency-measure installation, and the results of EM&V studies. Total lost revenues shall be
capped at 110 percent of planned annual savings, audited by an independent third party, and
recovered through an adjustment to the SBC or LDAC, depending on the utility.

9. Implementation Date

We approve the Settling Parties’ recommendation to begin implementation of the EERS
on January 1, 2018."7 We recognize the Settling Parties’ significant investment of time and
resources during the last two years to reach this point in the development of an EERS
framework, and we appreciate their willingness to continue their work to carefully and

thoughtfully prepare a specific and detailed plan within that structure.

"7 An implementation date of January 1, 2018 for an EERS complies with the Legislative directive in HB 2 that,
“[f]or the biennium ending June 30, 2017, the public utilities commission shall not expend any funding on the
implementation of an energy efficiency resource standard without prior approval of the fiscal committee of the
general court.” N.H. Laws of 2015 ch. 276:223..
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10. Beyond Implementation

We appreciate the foresight of the various parties who offered recommendations for the
future of the EERS. Nonetheless, we defer any judgment on the merits until such time as
specific proposals are presented for our review and approval.

Although not covered in the Settlement Agreement, Integrated Resource Plans are a
critical component to the success of an EERS. IRPs are planning studies produced by electric
and gas utilities to determine resource needs over a given planning period. The planning period
is generally between 10 and 20 years. Methodologies used in the studies vary, but are intended
to produce the least-cost, least-risk resource balance. Typically, the utility performs a number of
studies as part of an IRP including a customer energy and peak demand forecast. To plan for
achieving the EERS savings goals and confirm that its efficiency programs are least cost, the IRP
should also include an energy efficiency market potential study and should model the inclusion
of energy efficiency on a similar basis to supply-side resources or market purchases. Within six
months of this order, Staff and the utilities shall meet to discuss and refine the IRP requirements.
V. CONCLUSION

Our establishment today of Energy Efficiency Resource Standards for electricity and gas
is both routine and remarkable. It is routine, as we have long required our utilities to help their
customers save money by using less electricity and gas. The State’s 10-year energy strategy,
developed under RSA 4-E:1 and crafted with the input of consumer groups, environmental
advocacy organizations, utilities, and others, also calls for increased energy efficiency
throughout all sectors of the economy. The Core energy efficiency programs have given the
utilities 14 years of experience with developing and implementing cost-effective programs and

the EERS will build on that foundation.
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At the same time, the establishment of an EERS is remarkable as it is based on the setting
of savings targets, not dollars spent. It is the product of extensive investigation by Staff and
collaboration between and among diverse groups of stakeholders. The framework that they
developed together and that we approve in this Order will move the State forward, toward
specific annual savings goals to achieve objectives set out in the 10-year State Energy Strategy
consistent with Legislative directives.

Energy prices have been the subject of public discussion and debate for many years. The
EERS is a significant step toward addressing the business community’s concerns about
remaining competitive in today’s economy. The development of specific, cost-effective
programs to implement this framework will require the robust participation of stakeholders,
including those in the commercial and industrial sectors. Those who choose to participate in the
energy efficiency programs that will be developed to meet the EERS targets will see reduced gas
and electric bills, and all utility customers should see reduced costs for electric and gas supply in
the long run.

We recognize that low income customers face greater hurdles to investment in energy
efficiency than other customer. We have therefore approved increased funding for low income
energy efficiency programs as recommended by the settling parties. We agree that these changes
are appropriate in order to comply with legislative directives and to reduce energy consumption

for those customers who need it most.
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Based upon the foregoing, it is hereby

ORDERED, that the Settlement Agreement is approved; and it is

FURTHER ORDERED, that the Joint Utilities, except NHEC, shall include in their
future IRPs an energy efficiency market potential study and shall model the inclusion of energy
efficiency on a similar basis to supply-side resources or market purchases.

By order of the Public Utilities Commission of New Hampshire this second day of

August, 2016.
M;m ; Honigberg RobertR. Scott Kaﬁn M. Bgiley 3
Chairman Commissioner Commissioner
Attested by:

oVl O .DW

Lori A. Davis
Assistant Secretary




STATE OF NEW HAMPSHIRE
PUBLIC UTILITIES COMMISSION

DE 17-136
GAS AND ELECTRIC UTILITIES
2018-2020 NEW HAMPSHIRE STATEWIDE ENERGY EFFICIENCY PLAN
Order Approving Settlement Agreement
ORDER NO. 26.095
January 2, 2018

APPEARANCES: Matthew J. Fossum, Esq., for Public Service Company of New Hampshire
d/b/a Eversource Energy; Pierce Atwood LLP by Liam J. Paskvan, Esq., and Patrick Taylor,
Esq., for Northern Utilities, Inc., and Unitil Energy Systems; Michael J. Sheehan, Esq., for
Liberty Utilities (Granite State Electric) Corp. d/b/a Liberty Utilities, Inc., and for Liberty
Utilities (EnergyNorth Natural Gas) Corp. d/b/a Liberty Utilities; Mark W. Dean, Esq., for New
Hampshire Electric Cooperative; New Hampshire Legal Assistance by Alan Linder, Esq., and
Raymond Burke, Esq., for The Way Home; Rebecca Ohler for the New Hampshire Department
of Environmental Services; Melissa E. Birchard, Esq., for Conservation Law Foundation; Kate
Epsen for the New Hampshire Sustainable Energy Association; Ellen Hawes, for Acadia Center;
Consumer Advocate D. Maurice Kreis, for residential ratepayers; and Paul B. Dexter, Esq., for
the Staff of the Public Utilities Commission.

In this order, the Commission approves the implementation of a three-year energy
efficiency plan for 2018 through 2020 for the state’s gas and electric utilities. The plan meets the
Energy Efficiency Resource Standard (EERS) established by the Commission in Order
No. 25,932 (August 2, 2016) (“2016 EERS Order”). Implementation will begin January 1, 2018.
This order also approves rates for the utilities to allow them to recover program costs,
performance incentives, and lost base revenues. The plan approved in this order was arrived at
by a settlement agreement that included all of parties to this docket. The plan calls for the
establishment of stakeholder working groups to further analyze key issues including: evaluation,

measurement and verification of the approved energy efficiency programs; alternate sources of

funding and financing of programs; the benefit/cost test used to screen energy efficiency
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programs; potential changes to the calculation of performance incentives; and the calculation of
demand savings in connection with lost base revenues.
L. PROCEDURAL HISTORY

The parties to the settlement approved in the 2016 EERS Order agreed to “work
collaboratively to refine a draft plan for the first triennium of the EERS, which [would] be filed
for Commission review and approval by September 1, 2017.” 2016 EERS Order at 41. Those
parties proposed an implementation date of January 1, 2018, for the EERS. Id. at 43. The gas
and electric utilities (collectively referred to as the “Utilities”) that agreed to file the EERS plan
were: Liberty Utilities (Granite State Electric) Corp. d/b/a Liberty Utilities (“Granite State
Electric”), the New Hampshire Electric Cooperative, Inc. (“NHEC”), Public Service Company of
New Hampshire d/b/a Eversource Energy (“Eversource”), and Unitil Energy Systems, Inc.
(“Unitil”) (collectively, the “Electric Utilities”); and Liberty Utilities (EnergyNorth Natural Gas)
Corp. d/b/a Liberty Utilities (“EnergyNorth’) and Northern Utilities, Inc. d/b/a Unitil
(“Northern”) (collectively, the “Gas Utilities”). The Utilities filed for approval of their 2018-
2020 Energy Efficiency Plan (“Three-Year Plan”’) on September 1, 2017. Exhibit 2. The Three-
Year Plan was developed in consultation and collaboration with a variety of stakeholders,
including, the Energy Efficiency and Sustainable Energy (“EESE”) Board.

On September 21, 2017, the Commission issued an Order of Notice scheduling a pre-
hearing conference for October 4, 2017. At that conference, the Commission granted petitions to
intervene by New Hampshire Department of Environmental Services, New Hampshire
Sustainable Energy Association, The Way Home, Conservation Law Foundation, and Acadia
Center. The Office of the Consumer Advocate (“OCA”) participated in the proceeding under

RSA 363:28.
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In accordance with the procedural schedule, Commission Staff (“Staff””) and the parties
engaged in discovery and met in a technical session. On November 1, Staff, the OCA, and The
Way Home filed direct testimony. Exhibits 3-8. Acadia Center submitted comments. Exhibit 9.
On December 8, the parties filed a Settlement Agreement (“Settlement Agreement”), signed by
all parties to this proceeding, which called for approval of the Three-Year Plan with some
modifications. Exhibit 1. The Commission held a hearing on the Settlement Agreement on
December 13.

This order and prior docket filings, other than any information for which confidential
treatment is requested of or granted by the Commission, are posted to the Commission’s website

at http://www.puc.nh.gov/Regulatory/Docketbk/2017/17-136.html.

II. SUMMARY OF THE THREE-YEAR PLAN
The Three-Year Plan significantly expands the energy efficiency (“EE”) programs
implemented for the past several years, known as the Core Programs, to meet the EERS goals
established in the 2016 EERS Order. It presents EE programs for 2018, 2019, and 2020, but
calls for annual plan updates, which are subject to review and approval by the Commission.
A. Program Funding

1. Electric Program Funding

The proposed EE programs are funded through three main sources: (1) a portion of the
System Benefits Charge (“SBC”), which is included on the electric bills of customers receiving
delivery service from an electric utility under RSA 374-F: 3, VI and RSA 374-F:4, VIII; (2) a
portion of the Regional Greenhouse Gas Initiative (“RGGI”) auction proceeds subject to certain

conditions; and (3) proceeds obtained by the Electric Utilities from their participation in the
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regional Forward Capacity Market (“FCM”). In addition, any unspent funds from prior program
years are carried forward to future years, including interest at the prime rate.

The three-year level of funding for the electric programs is $154,142,000. Exhibit 2
at 31, Table 4.9. The 2018 funding level is $38,635,000; the 2019 funding level is $49,488,000;
and the 2020 funding level is 66,019,000. Id.

The Electric Utilities propose an EE program SBC rate of $0.00275 per kWh, which is
lower than the SBC rate of $0.00309 projected for 2018 when the EERS was adopted. The
current SBC rate for the 2017 Core programs is $0.00198. Exhibit 2 at 30-31. Also, consistent
with the 2016 EERS Order, each Electric Utility (except for NHEC) proposed an additional SBC
component to recover Lost Base Revenues (LBR). Exhibit 2 at 434",

2. Gas Program Funding

The gas EE programs are proposed to be funded by a portion of the Local Delivery
Adjustment Clause (“LDAC”), which is included on the bills of all gas utility customers. This is
how the Core gas programs have historically been funded. Like the electric programs, any
unspent funds from a prior gas program year are carried forward to future years, including
interest earned at the prime rate.

The three-year level of funding for the gas programs is $31,397,000. Exhibit 2 at 32.
The 2018 funding level is $9,457,000; the 2019 funding level is $10,508,000; and the 2020
funding level is $11,432,000. Id. Also, consistent with the 2016 EERS Order, each Gas Utility
proposed an additional LDAC component to recover the Lost Revenue Rate. Exhibit 2 at

435-436.

! Exhibit 2 includes six documents: (1) The Three-Year Plan is Bates pages 1-369; (2) Direct Testimony of David
Simek starting on Bates page 370; (3) Attachments of David Simek starting on Bates page 386; (4) Joint Testimony
of Asbury, Goulding, Tebbetts and Woods starting on Bates page 426; (5) Direct Testimony of Goldman starts on
page 438; and (6) Attachments of Goldman starting on Bates page 449.
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B. Program Budgets2

1. Electric Program Budget

The total three-year electric program budget is $146,115,000. Exhibit 2 at 32. Itis
allocated across the various sectors. The Commercial & Industrial and Municipal sectors are
allocated 52 percent of the budget, Residential 31 percent, and Income Eligible 17 percent.
Id. at 33.

2. Gas Program Budget

The total three-year gas program budget is $30,089,000. Exhibit 2 at 33. It is allocated
across the various sectors. The Commercial & Industrial and Municipal sectors are allocated
50 percent of the budget, Residential 33 percent, and Income Eligible 17 percent. 1d. at 34.

C. Summary of Residential Programs

The Three-Year Plan includes six residential energy efficiency programs. The annual
budget for each program is included in the Appendix at the end of this order.

1. Home Energy Assistance (HEA)

The Home Energy Assistance program provides an array of energy efficiency services to
income eligible residents with no co-pay. Services include door and window sealing; attic,
basement, and wall insulation; efficient lighting; heating and cooling system replacement; and
appliance replacement. The Utilities partner with community action agencies for customer
intake and program delivery. In addition, this program is closely coordinated with the New
Hampshire Electric Assistance Program and New Hampshire Fuel Assistance Program. The

three-year budget for HEA is $24,839,404 for electric and $5,115,139 for gas. Exhibit 2 at 52.

? The electric and gas program budget amounts are less than the funding levels stated above because the budget
amounts do not include the performance incentive, which is included in a separate provision of the budget.
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2. Home Performance with ENERGY STAR (HPwES)

The Home Performance with Energy Star program is designed to improve home energy
performance, reduce dependence on fossil fuels, and reduce consumer energy costs. It serves
single- and multi-family residential customers by providing rebates for weatherization, certain
appliance replacements, heating and hot water saving measures, and lighting upgrades. The
standard rebate under the HPWES program equals 50 percent of the cost of the services, up to a
$4,000 cap. The program also offers low interest loans through third-party (non-utility) lenders.
The three-year electric budget is $16,122,095. The three-year gas budget is 3,116,820.

Exhibit 2 at 62.

3. ENERGY STAR Homes

Under the ENERGY STAR Homes program, the Utilities work with builders and new
home buyers to construct highly efficient single- and multi-family homes. In some cases,
complete retrofits of existing homes are eligible. Incentives are provided to make homes
15-30 percent more efficient than standard code-built homes. Measures include insulation, high
performance windows, high efficiency heating and cooling equipment, and ENERGY STAR
lighting and appliances. ENERGY STAR Homes is a national program and the Utilities
coordinate with the US Environmental Protection Agency to ensure that the New Hampshire
program meets minimum national standards. The three-year electric budget is $8,796,480. The
three-year gas budget is $1,289,729. Exhibit 2 at 73.

4. ENERGY STAR Products

The Energy Star program encourages customers to purchase ENERGY STAR certified
lighting, appliances, space/water heating, and cooling products through mail-in and on-line

incentives and point of purchase markdowns. The program also provides easy access recycling
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options for certain, old inefficient appliances. Program delivery involves a large network of
partners including more than 200 retail locations, equipment suppliers, distributors, and
installation contractors. The three-year electric budget is $15,238,116. The three-year gas
budget is $4,480,624. Exhibit 2 at 82.

5. Home Energy Reports

Home Energy Reports encourage customers to recognize the value of the ENERGY
STAR label, to purchase more efficient products, and to adjust thermostat settings through the
use of reports that compare customers’ energy usage with their neighbors’ usage. The three-year
electric budget is $3,966,846, and the three-year gas budget is $1,173,059. Exhibit 2 at 90.

6. Customer Engagement Platform (CEP)

The CEP is offered only by Eversource to its electric customers. It is an interactive tool
that provides customers targeted and customized energy efficiency recommendations based on
each customer’s current usage. Customers can compare their usage with similar customers and
track energy use over time. The three-year budget is $1,851,109. Exhibit 2 at 97.

D. Summary of Commercial and Industrial Programs

The Three-Year Plan includes three statewide programs for commercial and industrial
customers. Eversource offers an Energy Rewards RFP Program, while Unitil and Liberty offer a
combined heat and power program. Small businesses, large commercial and industrial buildings,
and municipal customers account for approximately 78 percent of the Electric Utilities’ planned
savings, and 70 percent of the Gas Utilities’ planned savings. Id. at 29. The annual budget for

each program is included in the Appendix at the end of this order.
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1. Large Business Energy Solutions

Under the large business energy solutions program, utilities offer prescriptive efficiency
measures including lighting, programmable and Wi-Fi thermostats, HVAC equipment, air
compressors, and motors. Custom measures offered include large chillers and boilers, pumps,
compressors, weatherization and energy management systems. Financial incentives are offered
to reduce the cost to participants. The program serves both retrofits and new equipment and
construction. The Utilities work with customers, contractors, and in some cases energy service
companies to deliver the program. The three-year electric budget is $38,226,056. The three-year
gas budget is $8,401,456. Exhibit 2 at 103.

2. Small Business Energy Solutions

The small business energy solutions program offers a similar array of products, but is
targeted to small- and medium-sized customers. There are two common barriers to participation
by small businesses: limited energy expertise and time to complete projects. To overcome those
barriers, this program offers a turnkey option which delivers full service energy savings
solutions. The three-year electric budget is $24,379,127. The three-year gas budget is
$6,209,761. Exhibit 2 at 113.

3. Municipal Program

The municipal program is offered by the Electric Utilities to overcome the unique
barriers faced by cities and towns.” Municipal customers include city and town buildings such as
schools, police and fire stations, offices, and warehouses. The program offers municipal
customers similar services as the Large and Small Business Energy Solutions programs. To

broaden participation, turnkey services are offered. Municipal customers can self-install

3 Municipal natural gas customers are served through the Small and Large Business Energy Solutions programs.
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measures with follow-up verification made by their utility. The three-year budget is $6,000,707.
Exhibit 2 at 121.

4. Unitil and Liberty Combined Heat and Power

This program, offered by Unitil and Granite State Electric, is intended for customers with
large thermal requirements. Likely candidates are hotels, nursing homes, hospitals, and
manufacturers, and gymnasiums and schools with swimming pools. Combined Heat and Power
customers use waste heat from a generator for heating needs. This program is administered
through the Large and Small Business Energy Solutions program, or Municipal program and has
no budget of its own.

5. Eversource Energy Rewards Request for Proposals (RFP)

This program is offered by Eversource to large customers with over 200 kW demand and
an estimated annual energy savings of 100,000 kWh, that are undertaking large retrofit projects
estimated at over $150,000. Typically, such customers have significant technical expertise in
energy efficiency. The customers submit bids to Eversource identifying the measures they seek
to implement. Eversource selects the participants from the bids submitted, based on projected
energy savings, incentive price, and non-price variables. The three-year budget is $3,901,549.
Exhibit 2 at 130.

E. Program Financing

The Three-Year Plan proposes to continue several financing options currently available
to participants. Through the Residential Energy Efficiency Loan Program, the Utilities will
continue to offer residential customers reduced rate financing (at two percent) through five New
Hampshire lending partners. In addition, several electric utilities will continue to offer zero

percent on-bill financing for loans up to $2,000. All the Utilities offer financing to municipal
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and business participants, allowing those customers to use the energy savings realized to help
pay back the loans.

F. Benefit/Cost Screening

As in past years, the Utilities screened the proposed EE programs for cost effectiveness
using the Total Resource Cost (TRC) test, which compares the present value of the lifetime
benefits of the programs to the Utilities’ cost to implement the programs, plus any participant
out-of- pocket costs. The energy benefits are evaluated using an Avoided Energy Supply Cost
(AESC) study which is performed on a New England-wide basis and is updated regularly. In
this case, the 2016 AESC update was used to screen the Three-Year Plan programs.

The 2016 AESC update included values for Demand Reduction Induced Price Effect
(DRIPE), to capture the impact EE programs will have on wholesale energy prices. It also
included a ten percent savings adder as an estimate for Non-Energy Impacts (NEIs) resulting
from the EE programs. NEIs include reduced utility bill arrearages, reduced bill collection costs,
reduced maintenance costs for participants, and improved health benefits for participants.

In addition, the 2016 AESC update of avoided electric costs included a nine percent risk
premium adder to reflect the additional risk of retail electric prices versus wholesale prices. The
2016 AESC Update also included a natural gas retail adder to capture the benefits of reduced
delivery across gas utilities’ distribution systems due to EE programs.

As proposed, all the programs across the Three-Year Plan, when aggregated for all

utilities, show a benefit/cost ratio of greater than 1.0 for each year of the Plan. Id. at 148-149.*

*The 2018 Home Energy Reports Program for Unitil and the 2020 HER Program for Northern Utilities fall below
the 1.0 ratio, due to program start-up costs. Nonetheless, overall benefit/cost for the aggregate programs exceeds the
1.0 ratio.
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G. Evaluation, Measurement, and Verification (EM&YV)

EM&YV efforts are proposed by the utilities with the objective of verifying energy
savings, estimating future savings, and identifying ways to improve program delivery and
results. The basic framework of EM&V activities for the Three-Year Plan was detailed in the
2016 EERS Order. It includes hiring an independent expert to assist in EM&V efforts, including
the development of a New Hampshire-specific technical resource manual by 2020. The Three-
Year Plan proposes that utilities perform impact evaluations of the following programs: Small
Business Energy Solutions (lighting portion), Municipal (lighting portion), residential lighting
and appliance measures, residential Home Energy Assistance Program and the residential Home
Performance with Energy Star Program. 1d. at 162. Several other evaluations are also planned.
Id. at 172.

H. Performance Incentive

The Three-Year Plan proposes to implement the performance incentive approved in the
2016 EERS Order. The plan offers utilities an incentive to invest in energy efficiency rather than
traditional infrastructure. Utilities can earn up to 6.875 percent of actual program expenditures
by surpassing certain minimum performance thresholds, when actual measured (i.e, after the
fact) program cost effectiveness and realized energy savings are greater than predicted cost
effectiveness and savings.

I. Lost Base Revenue

The Electric Utilities propose that the system benefits charge include collection for
revenue lost from decreased electricity sales resulting from the programs, consistent with the

framework laid out in the 2016 EERS Order. The Gas Ultilities proposed rates for LBR recovery
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in their individual cost of gas dockets. See Order No. 26,066 (October 31, 2017) (EnergyNorth);
Order No. 26,068 (October 31, 2017) (Northern).
III. PRE-SETTLEMENT POSITIONS OF THE PARTIES

A. Commission Staff

Commission Staff filed the testimony of James Cunningham, Elizabeth Nixon,
Leszek Stachow, and Jay Dudley on November 1, 2017, that supported the Three-Year Plan with
several recommendations. Staff suggested formation of a stakeholder working group to examine
different threshold criteria for calculating the performance incentive. Staff proposed a
refinement of the average distribution rate used in the calculation of Lost Base Revenue. Staff
also recommended adoption of the Utilities’ proposal regarding reporting of inter-program
budget transfers and recommended that notice of any changes be provided in quarterly reports
the Utilities file; and that the annual cap on future year commitments in multi-year programs be
raised from 40 percent of a program’s budget to 50 percent. Exhibit 5.

Staff supported the Utilities” proposed ten percent NEI benefits adder for 2018 and 2019.

In 2020, however, the adder would be replaced by the results of New Hampshire-specific studies.
Staff also recommended New Hampshire intrastate DRIPE be included in the benefit/cost
screening analysis rather than Rest of Pool DRIPE. Staff supported implementation of Unitil’s
and Northern’s Home Energy Report Programs despite the single-year benefit/cost ratios below
1.0, suggesting the programs be closely monitored and modified if needed, and recommended a
comparison of planned and actual savings be provided with each Plan update. Exhibit 7.

Staff also advocated for establishment of a loan loss reserve and a revolving loan fund as
a mechanism to continue EE programs using non-ratepayer funds. Staff suggested the EM&V

timetable proposed by the utilities be accelerated. Finally, Staff noted that customer
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participation in Eversource’s Customer Engagement Platform is lagging behind other states and
that perhaps the cost should be shared by ratepayers and Eversource. Exhibits 6 and 8.

B. The Office of the Consumer Advocate

The OCA submitted the testimony of Jeffrey Loiter, who recommended that the
Commission approve the programs, budgets, and savings targets as filed, including the ten
percent NEI adder used for program screening until New Hampshire-specific studies can be
completed. Mr. Loiter recommended that the Utilities provide additional information regarding
financing for residential participants, strive for greater participation in the residential retrofit
programs, and consider expanding deployment of smart thermostats to reduce peak energy
demand. He also recommended that the Utilities consider a performance incentive metric that
fosters reduced peak demand, for effect in 2020. Finally, Mr. Loiter recommended that, in 2019,
stakeholders begin to explore whether changing the delivery model for EE programs is
warranted, and to implement any such change in 2021. Exhibit 4.

C. The Way Home

The Way Home sponsored the testimony of Roger D. Colton. Mr. Colton recommended
that the Commission adopt an NEI adder equal to 100 percent of a program’s energy savings.
Further, Mr. Colton recommended that the Commission approve an adder for programs directed
at low income customers equal to 2 times whatever adder is adopted for non-low income
customers. Exhibit 3.

D. Acadia Center

The Acadia Center submitted comments recommending adoption of the Three-Year Plan
as submitted (including the 10 percent NEI adder), but with a few changes. Acadia Center stated

that performance incentives should be based on budget levels rather than actual spending levels;
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that changes to existing performance thresholds should be considered; and that a metric
measuring peak demand reduction should be used. In addition, Acadia Center requested that the
participation in the EM&V working group be expanded, or the group report quarterly or bi-
annually to the EESE Board. Exhibit 9.

IV.  SETTLEMENT AGREEMENT

On December 8, 2017, all the parties to this docket filed a comprehensive Settlement
Agreement calling for approval of the Three-Year Plan with some modifications, and otherwise
addressing all issues in this case. Exhibit 1. At the hearing held on December 13 to consider the
Settlement Agreement, all parties recommended that the Commission approve the Settlement
Agreement as filed. Staff and utility witnesses testified that the EE programs to be implemented
pursuant to the Settlement Agreement were just and reasonable.

Concerning NEI’s, the Settlement Agreement incorporates the 10 percent adder originally
proposed by the Utilities, but states a goal of replacing the adder with New Hampshire based
study results by 2020. The Settlement Agreement provides for the use of New Hampshire
intrastate DRIPE in measuring program benefits, but excludes Rest of Pool DRIPE. The
Settlement Agreement recognizes that exclusion of Rest of Pool DRIPE may cause the
Benefit/Cost ratios of some programs to fall below 1.0, but requests permission to continue such
programs as contemplated in the Three-Year Plan. Exhibit 1 at 5. At the hearing, the witnesses
testifying in favor of the Settlement Agreement confirmed that the continuation of such programs
after 2018 would have to be the subject of a subsequent filing for 2019 and beyond. Transcript
of December 13, 2017, hearing at 47-48. Both NEIs and DRIPES will be studied by a
Benefit/Cost Working Group that will further examine cost-effectiveness, including the use of

NEI adders, whether a specific NEI adder should be applied to programs available to income
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eligible participants, and whether Rest of Pool DRIPE should be considered when evaluating
programs.

The Settlement Agreement continues the current performance incentive mechanism, as
proposed by the Utilities in the Three-Year Plan, and provides for a working group to review the
performance incentive calculation beginning in 2018 (including consideration of metrics for
income eligible participation and peak load reductions) with the goal of implementing any
changes to the performance incentive calculation by 2020.

Concerning Lost Base Revenue, the Settlement adopts the method of calculating the
average distribution rate proposed by the Utilities (where the average distribution rate used in the
calculation blends the kW and kWh rate components) for energy efficiency upgrades installed in
2017 and 2018. For upgrades installed in 2019 and thereafter, the method proposed by Staff will
be used (where the average distribution rate is disaggregated into kW and kWh components).
The kW values to be used in that calculation will be examined by an LBR working group in 2018
to determine the impact of customer peak load and demand charge ratchets on those kW values.

The Settlement Agreement approves the continuation of Eversource’s Customer
Engagement Platform, but allows parties to recommend different strategies for this program if
participation does not increase to levels achieved by Eversource in Connecticut and
Massachusetts within six months. Also, the Settlement Agreement puts limits on per year
spending on multi-year projects and sets out reporting requirements for multi-year projects as
well as for inter-program transfers and changes in program incentives.

The Settlement Agreement approves the accelerated and expanded EM&V framework
put forth in the Three-year Plan, calls for the EM&V working group established in DE 15-137 to

include a representative of the EESE Board, and for this working group to provide periodic
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progress updates. In addition, the Settlement Agreement calls for the formation of a working
group in 2018 to study alternative means for funding and financing the EE programs to reduce
ratepayer burden. This group has the goal of testing and implementing such options as soon as
they are viable.

Like the settlement approved in the 2016 EERS Order, this Settlement Agreement
provides for an independent planning expert to assist, beginning in late 2019, with the
development of the next three-year plan (covering program years 2021-2023). The next plan
will be developed through an enhanced stakeholder process, as was the case for the Three-Year
Plan presented in this case. The Settlement Agreement provides that the Utilities will monitor
peak demand reduction demonstrations being tested elsewhere in New England, and will report
to stakeholders about progress and discuss possible applicability to New Hampshire.

Finally, the Settlement Agreement adopts Staff’s recommendations specifying additional
data to be provided in upcoming plan updates to assist in evaluating program cost effectiveness
and to help track actual versus budgeted spending and savings.

V. COMMISSION ANALYSIS

We encourage parties to settle issues through negotiation and compromise because it is
an opportunity for creative problem solving, allows the parties to reach a result in line with their
expectations, and is often a better alternative to litigation. Granite State Electric Co., Order
No. 23,966 at 10 (May 8, 2002); see RSA 541-A:31, V(a) (“informal disposition may be made of
any contested case ... by stipulation [or] agreed settlement”). Even when all parties join a
settlement, however, we must independently determine that the result comports with “applicable
standards.” EnergyNorth Natural Gas, Inc. d/b/a National Grid NH, Order No. 24,972 at 48

(May 29, 2009). We analyze settlements to ensure that a just and reasonable result has been
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reached. Id.; see N.H. Code Admin. Rules Puc 203.20(b) (“The commission shall approve a
disposition of any contested case by stipulation [or] settlement ... if it determines that the result
is just and reasonable and serves the public interest.”).

In this case, we review the Three-Year Plan for conformity with the 2016 EERS Order
and the law underlying the establishment of an EERS. The Commission’s authority to review
the Three-Year Plan and related rates arises out of laws governing energy efficiency funding as
well as utility rates and long-term resource planning. See RSA 374:2 (public utilities to provide
reasonably safe and adequate service at just and reasonable rates); RSA 378:7 (Commission
required to determine and fix the utility’s just and reasonable or lawful rates); RSA 378:28
(permanent utility rates shall only include a just and reasonable return on plant, equipment, or
capital improvements which the PUC finds are prudent, used, and useful); RSA 374:1 and
RSA 374:4 (Commission required to keep informed of utilities’ operations and their provision of
safe and adequate service); RSA 374-F:3, X (restructured electric market required to “reduce
market barriers to investments in energy efficiency and provide incentives for appropriate
demand-side management and not reduce cost-effective customer conservation” and “utility
sponsored energy efficiency programs should target cost-effective opportunities that may
otherwise be lost due to market barriers”); RSA 378:38 (electric and natural gas utilities are
required to file least cost integrated resource plans); RSA 378:39 (utilities required to prioritize
energy efficiency and other demand-side management resources when supply or resource options
have equivalent financial costs).

The EE programs included in the Three-Year Plan are funded through several sources,
including the SBC, the LDAC, RGGI auction proceeds, and FCM revenue. The SBC is a

“nonbypassable and competitively neutral ... charge” collected through electric customer rates
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and “used to fund public benefits related to the provision of electricity.” RSA 374-F: 3, VI. The
LDAC is a reconciling surcharge imposed on gas customers, which includes a per-therm
conservation charge to recover the costs of gas energy efficiency programs.

Staff and the Utilities testified that the Three-Year Plan, as amended by the Settlement
Agreement, is just and reasonable and should be approved by the Commission. Tr. at 36-37,
40-41. All parties to this case signed the Settlement Agreement. The parties acknowledge that
the Three-Year Plan includes a comprehensive, cost-effective portfolio of EE programs, and
allows for further study of several important, complex issues. The annual update filings provide
for Commission review of any plan changes resulting from those further inquiries. The Three-
Year Plan and the Settlement Agreement provide for cost recovery of the EE program costs, as
well as performance incentives and lost base revenue.

Based on the record, the Three-Year Plan meets the requirements of the 2016 EERS
Order and is consistent with applicable law, including the least cost integrated planning
requirements promoting energy efficiency. The Three-Year Plan will reduce market barriers to
investment in cost-effective energy efficiency and provide incentives for appropriate demand-
side management. The savings from the EE programs will benefit all customers, both
participants and non-participants. The participants will enjoy the direct benefit of increased
energy efficiency. Both participants and non-participants will benefit from on-peak and off-peak
load reduction and related system improvements. Accordingly, we find the Three-Year Plan, as
modified by the Settlement Agreement, consistent with the public interest, and we approve it.

At the hearing, the Utilities indicated their intention to file an updated Three-Year Plan to
reflect the terms of the Settlement Agreement, particularly to reflect the removal of Rest of Pool

DRIPE from the cost effectiveness calculations. They stated that the most relevant updated
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pages were provided as part of Exhibit 1, but that other portions of the plan should likewise be
updated in an effort to present a complete record. Tr. at 37-38, 57-65. We will require an
updated plan be submitted, reflecting only the changes needed to incorporate the terms of the
Settlement Agreement.

Based upon the foregoing, it is hereby

ORDERED, that the Settlement Agreement filed in this docket on December 8, 2017, is
approved; and it is

FURTHER ORDERED, that the 2018-2020 New Hampshire Statewide Energy
Efficiency Plan, as modified by that Settlement Agreement, is approved; and it is

FURTHER ORDERED, that the System Benefits Charge rates presented by the Utilities
in Exhibit 2 at 434 are hereby approved for effect January 1, 2018; and it is

FURTHER ORDERED, that each Electric Utility file compliance SBC tariffs within
15 days of this Order; and it is

FURTHER ORDERED, that the Utilities file an updated version of Exhibit 2, to reflect
only the changes necessitated by our approval of the Settlement Agreement, within 15 days of

the date of this Order.
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By order of the Public Utilities Commission of New Hampshire this second day of

January, 2018.

C e f/(w%q%é/@%z %ﬂ# / @

Martin P~ Honigberg Kathr{n M/ Bailey {/ Michael S. Giaimo
Chairman Commissioner Commissioner
Attested by:

Y g&g “QwC/:
Debra A. Howland
Executive Director




EERS Three Year Program Budget Plan

9€1-L1 9a

Programs
2018 2019 2020 Total 2018 2019 T 2020 Total
Residential Programs
Home Heating Assistance 6,225,885 | 7,974,902 | 10,638,618 | 24,839,405 | 1,556,830 | 1,704,868 | 1,853,441 | 5,115,139
Home Performance ENERGY STAR 3,343,716 | 5,157,513 7,620,866 | 16,122,095 950,123 | 1,025,088 | 1,141,609 | 3,116,820
ENERGY STAR Homes 2,166,065 | 2,805,646 3,824,769 | 8,796,480 381,100 434,751 473,878 | 1,289,729
ENERGY STAR Products 4,417,154 | 4,921,565 5,899,396 | 15,238,115 | 1,385,311 | 1,501,137 | 1,594,176 | 4,480,624
Home Energy Reports 838,597 | 1,190,617 1,937,632 | 3,966,846 | 441,700 | 351,064 | 380,295 | 1,173,059
Eversource Residential Customer Engagement Platform 237,200 246,700 256,600 740,500
Commercial & Industrial Programs
Large Business Energy Solutions 9,499,712 | 12,271,495 | 16,454,849 | 38,226,056 | 2,516,426 | 2,798,338 | 3,086,692 | 8,401,456
Small Business Energy Solutions 5,974,800 | 7,805,041 | 10,599,286 | 24,379,127 | 1,831,623 | 2,112,527 | 2,265,611 | 6,209,761
Municipal Program 2,000,707 | 2,000,000 | 2,000,000 | 6,000,707 | MUTCRE poEm o e O e
Eversource C&I RFP 801,060 | 1,263,185 1,837,304 3,901,549
Eversource C&I Customer Engagement Platform 355,800 370,000 384,800 1,110,600

xipuaddy



STATE OF NEW HAMPSHIRE
PUBLIC UTILITIES COMMISSION

DE 17-136
GAS AND ELECTRIC UTILITIES
2018-2020 NEW HAMPSHIRE STATEWIDE ENERGY EFFICIENCY PLAN
2019 UPDATE PLAN
Order Approving Plan
December 31, 2018
APPEARANCES: Matthew J. Fossum, Esq., for Public Service Company of New Hampshire
d/b/a Eversource Energy; Patrick Taylor, Esq., for Northern Utilities, Inc., and Unitil Energy
Systems; Michael J. Sheehan, Esq., for Liberty Utilities (Granite State Electric) Corp. d/b/a
Liberty Utilities, Inc., and for Liberty Utilities (EnergyNorth Natural Gas) Corp. d/b/a Liberty
Utilities; Mark W. Dean, Esq., for New Hampshire Electric Cooperative; New Hampshire Legal
Assistance, by Raymond Burke, Esq., for The Way Home; Rebecca Ohler for the New
Hampshire Department of Environmental Services; Melissa E. Birchard, Esq., for Conservation
Law Foundation; Brianna Brand and Madeleine Mineau, for the New Hampshire Sustainable
Energy Association; Ellen Hawes, for Acadia Center; Office of the Consumer Advocate by D.
Maurice Kreis, Esq. and Brian D. Buckley, Esq., for residential ratepayers; and Paul B. Dexter,
Esq., for the Staff of the Public Utilities Commission.

[n this order, the Commission approves the implementation of an energy efficiency (EE)
plan for 2019 for electric and gas utilities (2019 Update Plan), The 2019 Update Plan meets the
Energy Efficiency Resource Standard (EERS) established by the Commission in Order
No. 25,932 (August 2, 2016) (2016 EERS Order) and represents the second year of the three-
year EE plan for 2018-2020 (First Triennium Plan) approved in Order No. 26,095 (January 2,
2018) (First Triennium Order). The 2019 Update Plan continues the EE program elements
previously approved for 2018. In addition, the 2019 Update Plan establishes a pilot

demonstration program designed to reduce customer peak demand, and continues several
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stakeholder working groups established in the First Triennium Order. Implementation will begin
January 1, 2019.

This order also approves rates for the utilities to allow them to recover program costs,
performance incentives, and lost base revenues (LBR). In addition, this order approves a
framework for stakeholders to develop a second triennial plan for 2021-2023, which will be filed
for Commission review on or before July 1, 2020.

L PROCEDURAL HISTORY

The 2016 EERS Order requires the filing of annual updates during each three-year EERS
plan period. 2016 EERS Order at 41. The following electric and gas utilities (collectively
referred to as the Utilities) filed an update for 2019 on September 14, 2018: Liberty Utilities
(Granite State Electric) Corp. d/b/a Liberty Utilities (Granite State Electric), the New Hampshire
Electric Cooperative, Inc. (NHEC), Public Service Company of New Hampshire d/b/a
Eversource Energy (Eversource), and Unitil Energy Systems, Inc. (Unitil) (collectively, the
Electric Utilities); and Liberty Utilities (EnergyNorth Natural Gas) Corp. d/b/a Liberty Utilities
(EnergyNorth) and Northern Utilities, Inc. d/b/a Unitil (Northern) (collectively, the Gas
Utilities). The update for 2019, like the three-year 2018-2020 plan, was developed in
consultation and collaboration with a variety of stakeholders.

On September 20, 2018, the Commission issued a Supplemental Order of Notice
scheduling a pre-hearing conference for October 5, 2018. At that conference, the Commission
took statements of preliminary position from the Utilities, New Hampshire Sustainable Energy
Association (NHSEA), Acadia Center (Acadia), The Way Home (TWH), Conservation Law

Foundation (CLF), New Hampshire Department of Environmental Services (NHDES), the Office
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of the Consumer Advocate (OCA), and Commission Staff (Staff). In accordance with the
procedural schedule, Staff and the parties engaged in discovery and met in a technical session.
On November 2, Staff, the OCA, and TWH filed direct testimony. Hearing Exhibit
(Exh.) 11-15. NHSEA and Acadia filed direct testimony on November 5. Exh. 16-17. TWH
and CLF submitted Statements of Legal Position on November 27. On December 13, the parties
filed a Settlement Agreement (Settlement Agreement) signed by all parties, which called for
approval of the Utilities’ proposed update for 2019 with some modifications. The proposed
update as modified is referred to in this order as the 2019 Update Plan. Exh. 18. The
Commission held a hearing on the Settlement Agreement and 2019 Update Plan on
December 13,
This order and prior docket filings, other than any information for which confidential
treatment has been requested of or granted by the Commission, are posted on the Commission’s

website at http://www.puc.nh.gov/Regulatory/Docketbk/2017/17-136.html.

I1. PRE-SETTLEMENT POSITIONS OF THE PARTIES

A. Commission Staff

Commission Staff filed the testimony of James Cunningham, Elizabeth Nixon, and
Leszek Stachow on November 2, 2018, that generally supported the Utilities’ proposed update
for 2019. Mr. Cunningham recommended that the Electric Utilities (except NHEC) provide an
updated analysis of the impact of demand ratchets in their final 2019 LBR report. Exh. 13 at 12.

Ms. Nixon recommended that the Avoided Energy Supply Cost (AESC) values for
reliability not be included in the benefit/cost screening test because the underlying data used to
calculate the proposed reliability factor was not applicable to New Hampshire and was over 15

years old. In addition. Ms. Nixon did not support the additional 10 percent non-energy impact
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(NEI) adder for screening income eligible programs at this time, pending the results of the NEI
studies that were undertaken in 2018. Ms. Nixon supported inclusion of the environmental
benefits from fossil fuel savings. Finally, Ms. Nixon recommended that in future plan filings,
the Utilities highlight any changes in assumptions used in the AESC study, and that the Utilities
include a summary of all available customer recbates. Exh. 14 at 5-11.

Mr. Stachow recommended that Eversource’s customer engagement platform (CEP)
program be extended for 2019 and monitored for increased participation. He also recommended
that, after 2019, the CEP program be subject to a cost effectiveness screening test like all other
EE programs. Mr. Stachow recounted the efforts of the Financing and Funding Working Group
established per the First Triennium Order. Mr. Stachow testified that the utilities should move
more quickly to find alternative sources of funding EE programs. Finally, Mr. Stachow made
recommendations for the future roles of several working groups established in the First
Triennium Order. Exh 15 at 7-18.

B. The Office of the Consumer Advocate

The OCA submitted the testimony of Jeffrey Loiter, Optimal Energy, Inc., who
recommended that the Commission approve the programs, budgets, and savings targets as filed.
Mr. Loiter made many additional recommendations concerning benefit/cost screening,
performance incentives, funding and financing of EE, LBR, and Evaluation, Measurement, and
Verification (EM&V). Key recommendations would require the EM&V Working Group to
investigate the National Standards Practice Manual and the Resource Value Framework for
evaluating EE programs, would require a detailed bill impact analysis, including the impacts on
participants and non-participants, and would require a detailed billing analysis to test the

accuracy of the LBR methodology. Mr. Loiter recommended that the Utilities be required to
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analyze controllable domestic hot water heaters and implement a Strategic Energy Management
pilot program designed to develop a strategy to meet demand reduction targets for large customer
load. He also recommended that Unitil and Liberty be required to implement a street lighting
program like that offered by Eversource, and be required to investigate advanced street lighting
controls, Mr. Loiter further recommended that the Commission investigate Eversource’s CEP
program and direct the Utilities to asses EE programs as alternatives to distribution systems
investments. Exh 12.

The OCA also submitted the testimony of Chris Neme, of Energy Futures Group,
concerning geo-targeted EE as a non-wires alternative to distribution investments. This topic
was ruled outside the scope of this update proceeding. See Order Nos. 26,192 and 26,197
(November 16 and 30, 2018).

C. The Way Home

TWH sponsored the testimony of Roger Colton, of Fisher, Sheehan & Colton.

Mr. Colton recommended that the Commission require the Utilities to carry forward any unspent
Home Energy Assistance (HEA) program funds into the next year’s HEA spending, and that EE
budgets be increased to the level predicted in the First Triennium Plan. Mr, Colton also
recommended that a working group investigate how to ensure that low-income households are
not systematically excluded from HEA participation. Finally, Mr. Colton recommended that a
10 percent NEI adder (in addition to the ten percent NEI adder applied to residential EE
pregrams approved in the First Triennium Order) be applied to the low-income programs in the

Utilities” proposed update for 2019. Exh. 11,
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Acadia submitted testimony of Ellen Hawes stating that the System Benefits Charge
(SBC) rates should be sct at the level proposed for 2019 in the First Triennium Plan, which are
higher than what the Utilities proposed for 2019. Ms. Hawes also recommended that the
additional funding be used to cover stakeholder consulting costs up to $300,000 (as opposed to
the. $95.000 approved in the First Triennium Order) and that the remainder be used for additional
EE program implementation. In addition, Ms. Hawes recommended structural changes to
improve the effectiveness of the EESE Board in EE matters. Exh 17.

E. New Hampshire Sustainable Energy Association

NHSEA filed testimony of Madeleine Mineau generally supporting the Utilities’
proposed update for 2019. Ms. Mineau testified that Unitil and Liberty should re-design their
outdoor lighting rates to bring those rates closcr to those of Eversource. Ms. Mineau pointed out
that 75 percent of streetlights in Eversource’s territory have been converted to energy efficient
LED fixtures, while only two percent of Liberty’s and zero percent of Unitil’s have been
converted. Ms. Mineau also testified in support of on-bill financing for EE and for more flexible
eligibility screening of program participants. Exh. 16.
III. SETTLEMENT AGREEMENT

On December 13, 2018, all the parties to this docket filed a comprehensive Settlement
Agreement calling for approval of the 2019 Update Plan (i.e., the original proposed update for
2019 with modifications arrived at through settlement); setting a framework for the upcoming
2020 Update Plan and the second triennial plan (2021-2023); and otherwise addressing all issues

in this case. Exh. 18. Al the hearing held on December 17, all parties recommended that the
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Commission approve the Settlement Agreement as filed. Staff and Utility witnesses testified that
the EE programs to be implemented pursuant to the 2019 Update Plan are just and reasonable.

Concerning the 2019 budget levels, the Settlement Agreement provides funding close to
the funding levels estimated for 2019 in the First Triennium Plan, which is $2.25 million higher
than what the Utilities originally proposed. Exh. 10. The Settlement Agreement provides that
$344,000 of the funding will be used for a peak demand reduction pilot program aimed at large
business customers and $200,000 will be used for training of low-income program installers.
The remainder will be split proportionately across other existing programs, with the additional
EM&V allocation used to fund additional consulting for the stakeholder planning process that
will be undertaken to develop the next triennial plan. Exh. 18 at 4.

The Seftlement Agreement requires that any underspent funds of income eligible
programs be carried forward to the succeeding year in those programs and not displace or reduce
funding for a subsequent program year’s budget. The Settlement Agreement states that this
provision will be binding on the parties with regard to subsequent triennial plans.

The Settlement Agreement provides that LBR will be calculated according to the formula
developed by the LBR Working Group. In addition, the Utilities will be required to include in
their annual report filings three additional summary presentations relating to LBR. (Examples
are shown on Attachments A, B, and C to the Settlement Agreement.) In June 2019, the
regulated Utilities will provide an updated analysis of the impacts of demand ratchets on LBR,
using the same format as used by each of the Utilities in Appendix E to the August 29, 2018,
LBR Working Group Report. Finally, the Settlement Agreement provides that a previously
planned evaluation of the Large Business Energy Solutions study will examine the customer

peak and end-use load shapes used in the LBR calculation.
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Concerning performance incentives, the Settlement Agreement provides that the PI
Working Group established by the First Triecnnium Order will continue to study PI, with any
changes to be included in the 2020 Plan update. Further, the PI Working Group will develop a
performance incentive metric related to peak demand.

Eversource’s CEP program will continue for 2019, and Eversource will increase
marketing efforts with a goal of increasing participation by 50 percent over 2018 levels.
Eversource will enhance tracking and reporting on customer use and will review increasing
functionality. The Settlement Agreement provides updated roles for the working groups
established in the First Triennium Order. The PI Working Group will continue to meet to
develop recommendations in time for inclusion in the 2020 Update, including a peak demand
reduction metric. The Financing and Funding Group will meet quarterly to continue to explore
alternative funding sources and will employ a consultant in those efforts.

The Benefit/Cost (B/C) Working Group will continue the tasks laid out in the prior
settlement approved in the First Triennium Order. In addition, the B/C Working Group will be
the technical lead in two additional studies, one analyzing cost effectiveness and a second
concerning energy optimization. The LBR Working Group made recommendations that were
incorporated into the 2019 Update Plan and therefore this working group will be discontinued.

The EM&V Working Group will continue to follow the framework identified in the
Strategic Evaluation Plan. In addition, the group will undertake a cost effectiveness analysis to
review issues involving the use of the National Standards Practice Manual for screening EE
programs. The EM&V Working Group will also explore how to treat the benefit and costs

associated with fuel switching (also referred to as energy optimization). At the conclusion of
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these studies, recommendations will be submitted for review and approval by the Commission by
August 2019, so that the results can be used in developing the second triennial plan.

The Settlement Agreement provides that the second triennial plan will be developed with
significant stakeholder input and sets out parameters for timelines, the role of the EERS
Committee of the Energy Efficiency and Sustainable Energy (EESE) Board, and consulting help.
The second triennial plan will be submitted for Commission review and approval by July 1,
2020, allowing more time for Commission review than allowed in the first triennium. The
Settlement Agreement narrows the scope of issues that stakeholders can raise in the 2020 Update
Plan proceeding.

Concerning benefit/cost modeling assumptions, the Settlement Agreement provides that
2018 AESC values for savings from pooled transmission facilities and intrastate oil Demand
Reduction Induced Price Effect (DRIPE) shall be included in program screening, while any
values for local transmission benefits shall be excluded. Further, environmental benefits from
fossil fuel savings shall be included. The AESC value for reliability benefits shall not be
included. Concerning NEIs, the ten percent adder approved for 2018 shall be continued for 2019
and an additional ten percent adder for income eligible programs shall be included. Those adders
will remain for the 2020 Update Plan as well, and then will be re-evaluated in light of the results
of the two on-going NEI studies.

The Settlement Agreement provides that the Ultilities will provide transmission and
distribution cost information to the AESC study preparer if asked, will provide stakeholders the
benefit/cost modeling assumptions for 2019 and 2020, and will work with Staff to develop a
summary table of available program incentives. Further, the Utilities will not object to an

investigation into street lighting tariffs, will investigate opportunities for demand reductions
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through controllable domestic hot water measures, and will undertake a detailed bill impact
analysis of EE programs, including the impacts on participants and non-participants.

The Settling Parties agree that non-wires alternatives to distribution investments are
worthy of study, but will not be a topic for review in this case or in the 2020 Update Plan docket.
Non-wires alternatives may be reviewed in various other dockets (rate cases, Least Cost
Integrated Resource Plan (LCIRP) reviews, grid modemization proceedings) and, in each
Electric Utilities’ next LCIRP filing, each company will provide a grid needs assessment.

IV. SUMMARY OF THE 2019 UPDATE PLAN

As modified and enhanced by the settlement process, the 2019 Update Plan continues
energy efficiency programs implemented for 2018 (the first year of the first triennium). Itis
summarized broadly below.

A. Program Funding

The 2019 level of funding for the electric programs is $49,665,425. Exh. 18 at4, The
Electric Utilities propose an EE program SBC rate of $0.00373 per kWh, which is lower than the
SBC rate of $0.00425 projected for 2019 when the EERS was adopted in the 2016 EERS Order.
Exh. 19 at 1, 13, 24 and 27; Exh. 10 at 10-11. The current SBC rate for the 2018 Plan approved
in the First Triennium Order is $0.00275. Exh. 10 at 10. Also, consistent with the 2016 EERS
Order, each Electric Utility (except for NHEC) proposed an additional SBC component to
recover Lost Base Revenues, Exh. 10 at 263.

The 2019 funding for the gas programs is $11,469,197. Exh. 10 at 14. Each Gas Utility

proposed a Local Delivery Adjustment Charge (LDAC) component for EE in its cost of gas

' Exhibit 10 includes four documents: (1) The proposed plan for 2019 filed by the Utilities on pp. 1-197, 223-259;
(2) Direct Testimony of David Simek and Catherine McNamara from the most recent EnergyNorth cost of gas
docket starting on p. 198; (3) Attachments of David Simek and Catherine McNamara starting on p. 217, and

(4) Joint Testimony of Asbury, Goulding, Tebbetts and Woods starting on p. 260.
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proceeding. Those rates were approved for Northern in Order No. 26,186, (October 31, 2018)
and for EnergyNorth in Order No. 26,188 (November 1, 2018).

B. Industry Budgets®

The 2019 year electric program budget is $47,079,203. Exh. 18 at 4; Exh 20 at 2-3. Itis
allocated across the various sectors, as follows: Commercial & Industrial (C&I) and Municipal
sectors: 52 percent of the budget; Residential: 31 percent; and Income Eligible: 17 percent.

Exh. 10 at 15; Exh. 20 at 1-3.

The 2019 gas program budget is $9,896,499. Exh. 10 at 16; Exh 20 at 2-3. It is allocated
across the various sectors, approximately as follows: C&I and Municipal sectors: 48 percent of
the budget; Residential: 35 percent; and Income Eligible: 17 percent. Exh 10 at 16; Exh 20
at 2-3.

C. Program Budgets

The’2019 Update Plan includes the same residential and C&I energy efficiency programs
that the Commission approved for 2018. A description of each program can be found in Order
No. 26,095 at 5-9. The 2019 Update Plan and Settlement Agreement make several
enhancements to the existing programs. For instance, as a result of the Settlement Agreement,
the Utilities have budgeted an additional $200,000 for HEA workforce training to help address
program backlog. Exh, 18 at 5. In addition, the Gas Ultilities, Unitil, and the NHEC will offer
zero percent on-bill financing up to $4,000 as part of the Home Performance with ENERGY
STAR program, and all Utilities are developing an incentive structure designed for manufactured
homes as part of the ENERGY STAR Homes program. In 2019, the Utilities will develop and

test a point of sale e-rebates platform that will allow vendors to confirm eligibility using a

* The electric and gas program budget amounts are less than the funding levels stated above because the budget
amounts do not include the performance incentive, which is included in a separate provision of the budget.



DE 17-136

) 4

customer’s smart phone at the time and point of purchase of ENERGY STAR certified items.
Eversource will improve its program for making customized EE recommendations by providing

customer usage data in greater detail, for example kW and interval usage data. Last, the Utilities

will continue to explore offering rebates for lighting and heating equipment at the distributor

level so the rebates can be applied to the price that the customers pay at the point of sale, and

will apply $344,000 toward a peak demand reduction pilot program for large businesses.

Budgets for various residential, and commercial and industrial programs are listed in the

following table. For additional details, see Exh. 20:

SUMMARY OF 2019 EERS BUDGETS

| Electric Utilities | Gas Utilities |  Total

Residential Program Budgets

Home Energy Assistance $ 8.184,964 $ 1,684,368 $ 9,869,332
NH Home Performance w/Energy Star $ 5,387.205 $ 1,239,988 $ 6,627,193
Energy Star Homes $§ 2,697.699 $ 612,751 $ 3,310,450
Energy Star Products $ 5,025,263 $ 1,240,237 $ 6,265,500
Customer Engagement Platform $ 211,877 $ - | $ 211,877
Home Energy Reports $ 1,143,866 $ 352,520 $ 1,496,386
Commercial & Industrial Program Budgets

Large Business Energy Solutions $ 12,243,177 $2,923,338 | § 15,166,515
Small Business Energy Solutions $ 7,442,124 $ 1,742,527 $ 9,184,651
Municipal Program $ 2,000,272 $ - | $ 2,000,272
C&I RFP Program $ 1,195,561 $ - $§ 1,195,561

D. Program Financing

The 2019 Update Plan proposes to continue several financing options currently available

to participants, as well as offering some new options. For example, through the Residential

Energy Efficiency Loan Program, the Utilities will continue to offer residential customers

reduced rate financing (at 2 percent) through five New Hampshire lending partners. In addition,
Unitil and the NHEC will offer residential customers zero percent on-bill financing for loans up

to $4,000 (i.e. double the current maximum), and Northern and EnergyNorth will begin to offer
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on-bill loans up to $4,000 per residential project. In 2019, the Gas Utilities will offer their
commercial customers the same offerings that their electric affiliates offer their electric
customers. All the Utilities offer financing to municipal and business participants, allowing
those customers to use the energy savings realized to help pay back the loans.

E. Benefit/Cost Screening

As in past years, the Utilities screened the proposed EE programs for cost effectiveness
using the Total Resource Cost (TRC) test, which compares the present value of the lifetime
benefits of the programs to the Utilities’ implementation costs, plus any participant out-of-pocket
costs. The energy benelits are evaluated using an Avoided Energy Supply Cost (AESC) study
which is performed on a New England-wide basis and is updated regularly. In this case, the
2018 AESC update was used to screen the 2019 programs. Exh. 10 at 36-37. The 2018 AESC
update included values for DRIPE to capture the impact EE programs will have on wholesale
energy prices. It also included updated cost savings for energy and capacity, and new elements
such as the avoided cost of Pool Transmission Facilities, a value for oil DRIPE, and a value for
increased reliability. Jd.

In addition to the avoided costs calculated in the 2018 AESC, the Utilities included
benefits from environmental costs associated with reduced emissions, and a ten percent benefit
adder as an estimate for Non-Energy Impacts (NEIs) resulting from the EE programs, as
approved [or the 2018 plan. NEIs include reduced utility bill arrearages. reduced bill collection
costs. reduced maintenance costs for participants, and improved health bencfits for participants.
For income eligible programs, the Utilities included a second ten percent adder for additional

NEIs experienced by income eligible customers. /d. at 38-41.
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As proposed., all the 2019 programs. when aggregated for all Utilities, show a benefit/cost
ratio greater than 1.0. Exh. 20 at 13,

F. Evaluation, Measurement, and Verification

Evaluation Measurement and Verification efforts have the objective of verifying energy
savings, estimating future savings, and identifying ways to improve program delivery and
results. The basic framework of EM&V activities for 2018-2020 was detailed in the 2016 EERS
Order and then accelerated in accordance with terms of the settlement approved in the First
Triennium Order. That settlement also formalized the EM&V Working Group, which consists of
Staff members, independent EM&YV consultants hired and supervised by the Commission, and
representatives of the Utilities and the EESE Board. Recent EM&YV efforts began with the
development of a Strategic Evaluation plan, which identified five priority studies to begin in
2018 (addressing the HEA program, NEIs, Home Performance with ENERGY STAR, C&I and
Municipal Lighting, and an EE market assessment), In addition, three other studies are to begin
in late 2018 or early 2019 (EE Potential Study. Technical Reference Manual, and Large Business
C&I Impact and Process Evaluation). In 2017 and 2018, the independent third-party evaluators
working on behalf of the EM&V Working Group completed evaluations of the ENERGY STAR
Homes Program, Small Business and Municipal Lighting measures, and the ENERGY STAR
Products program. The Utilities incorporated the results of those studies into the 2019 Update
Plan. Exh. 10 at 48-49.

G. Performance Incentive

The 2019 Update Plan proposes to continue the Performance Inceniive (PI) approved in
the 2016 EERS Order, which offers utilities an incentive to invest in EE rather than traditional

infrastructure. Utilities can earn up to 6.875 percent of actual program expenditures by
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surpassing certain minimum performance thresholds, and when actual measured (i.e., after the
fact) program cost effectiveness and realized energy savings are greater than predicted cost
effectiveness and savings. The PI Working Group ¢stablished by the First Triennium Order
continues to examine PI, with the goal of implementing any changes in 2020. Exh. 10 at 46.

H. Lost Base Revenue

The Electric Utilities (except for NHEC) propose that the SBC include collection for
revenue lost from decreased electricity sales resulting from the programs, consistent with the
framework laid out in the 2016 EERS Order, and as modified to include a demand component in
kilowatts as called for in the settlement approved in the First Triennium Order. The Gas Utilities
proposed rates for lost revenue in their individuzal cost of gas dockets. See Order Nos. 26,186
and 26,188.
V. COMMISSION ANALYSIS

We encourage parties to settle issues through negotiation and compromise because it is
an opportunity for creative problem sﬁlving, allows the parties to reach a result in line with their
expectations, and is often a better alternative to litigation. Granite State Electric Co., Order
No. 23,966 at 10 (May 8, 2002); see RSA 541-A:31, V(a) (“informal disposition may be made of
any contested case ... by stipulation [or] agreed settlement™). Even when all parties join a
settlement, however, we must independently determine that the result comports with “applicable
standards.” EnergyNorth Natural Gas, Inc. d/b/a National Grid NH, Order No. 24,972 at 48
(May 29, 2009). We analyze settlements to ensure that a just and reasonabie result has been
reached. /d.: see N.H. Code Admin. Rules Puc 203.20(b) {“The commission shall approve a
disposition of any contested case by stipulation [or] settlement ... if it determines that the result

is just and reasonable and serves the public interest.”)
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In this case, we review the 2019 Update Plan for conformity with the 2016 EERS Order
and the First Triennium Order, and the law underlying the establishment of an EERS. We are
further informed by the New Hampshire 10-Year Statc Lnergy Strategy, dated April 2018, at
page 15, which calls for New Hampshire to “continue to coordinate and develop energy
efficiency programming to achieve cost-effective savings.” The Commission’s authority to
review the 2019 Update Plan and related rates arises out of laws governing energy efficiency
funding as well as utility rates and long-term resource planning. See 2016 EERS Order at 45-49.

The EE programs included in the 2019 Update Plan are funded through several sources,
including the SBC, the LDAC, Regional Greenhouse Gas Initiative auction proceeds, and
Forward Capacity Market revenue. The SBC is a “nonbypassable and competitively neutral ...
charge” collected through electric customer rates and “used to fund public benefits related to the
provision of electricity.” RSA 374-F: 3, VI. The LDAC is a reconciling surcharge imposed on
gas customers, which includes a per-therm conservation charge to recover the costs of gas energy
efficiency programs.

Staff and the Utilities testified that the 2019 Update Plan (i.e., the Utilities’ proposal as
modified by the Settlement Agreement) is just and reasonable and should be approved by the
Commission. All parties to this case signed the Settlement Agreement. The parties acknowledge
that the 2019 Update Plan includes a comprehensive, cost-effective portfolio of EE programs,
and establishes a framework for development and review of the 2020 update in 2019 and the
second triennial plan in 2020. The Settlement Agreement provides for a pilot program aimed at
reducing peak demand in 2019. The 2019 Update Plan and the Settlement Agreement provide
for cost recovery of the EE program costs, as well as performance incentives and lost base

revenue.
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Based on the record, the 2019 Update Plan meets the requirements of the 2016 EERS
Order and is consistent with applicable law, including the least cost integrated resource planning
requirements promoting energy efficiency. The 2016 EERS Order established an annual energy
savings target and budget. The 2019 Plan Update exceeds the Electric Utility energy savings
targets within the budget approved in the 2016 EERS Order. Based on testimony at hearing, all
energy efficiency in the 2019 Update Plan is cost-effective, and as such approval of this
Settlement Agreement is consistent with prior Commission orders.

The 2019 Plan Update will reduce market barriers to investment in cost-effective energy
efficiency and provide incentives for appropriate demand-side management. The savings from
the EE programs will benefit all customers, both participants and non-participants. The
participants will enjoy the direct benefit of increased energy efficiency. Both participants and
non-participants will benefit from on-peak and off-peak load reduction and related system
improvements. Energy efficiency will help mitigate increased regional transmission and
capacity costs for New Hampshire electricity ratepayers. Accordingly, we find the 2019 Update
Plan to be consistent with the public interest, and we approve it.

At the hearing, the Utilities indicated their intention to provide an update to their original
filing to reflect the terms of the Settlement Agreement. They stated that the most relevant
updated pages were provided as part of Exhibits 19 and 20, but that other portions of the full plan
should likewise be updated in an effort to present a complete record. We will accept the
necessary updates to Exhibit 10 as part of a compliance filing.

Based upon the foregoing, it is hereby

ORDERED, that the Settlement Agreement filed in this docket on December 13, 2018, is

approved; and it is
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FURTHER ORDERED, that the New Hampshire Statewide Energy Efficiency 2019
Update Plan (the Utilities’ proposal as modified by the Settlement Agreement), is approved; and
it is

FURTHER ORDERED, that the System Benefits Charge rates presented by the Utilities
in Exhibit 19 at 1, 13, 24, and 27 are hereby approved for effect January 1, 2019; and it is

FURTHER ORDERED, that each Electric Utility file compliance tariffs within 15 days
of this Order; and it is

FURTHER ORDERED, that the Ultilities file a complete updated version of Exhibit 10,
reflecting the changes necessitated by our approval of the Settlement Agreement, within 15 days
of the date of this order.

By order of the Public Utilities Commission of New Hampshire this thirty-first day of

December, 2018,

/ET— ; A

Martin‘-P./Honigberg Kathryr/M. Bafley Michael S. Giaimo
Chairman Commissioner Commissioner

Attested by:

I e W N Ah

Debra A. Howland
Executive Secretary



SERVICE LIST - EMAIL ADDRESSES- DOCKET RELATED

Pursuant to N.H. Admin Rule Puc 203.11(a) (1): Serve an electronic copy on each person identified

on the service list.

Executive.Director@puc.nh.gov
al-azad.igbal@puc.nh.gov

allen.desbiens@eversource.com
amanda.noonan@puc.nh.gov
asbury@unitil.com
bob.reals@libertyutilities.com
brian.buckley@oca.nh.gov
brianna@nhsea.org
carroll@unitil.com
christopher.goulding@eversource.com
christopher.plecs@eversource.com
craig.wright@des.nh.gov
cynthia.trottier@libertyutilities.com
deandra.perruccio@puc.nh.gov
donald.kreis@oca.nh.gov
downesm@unitil.com
edward.davis@eversource.com
ehawes@acadiacenter.org
elizabeth.nixon@puc.nh.gov
epler@unitil.com
eric.stanley@libertyutilities.com
f.anne.ross@puc.nh.gov
frank.melanson@eversource.com
heather.tebbetts@libertyutilities.com

henry@nhsea.org
jamesbrennan@oca.nh.gov
jarvis@unitilcom
jay.dudley@puc.nh.gov
jbesser@necec.org
jim.cunningham@puc.nh.gov
joseph.fontaine@des.nh.gov
joseph.swift@eversource.com
jvanrossum@clf.org
karen.cramton@puc.nh.gov
karen.sinville@libertyutilities.com
kate@nhsea.org
katherine.peters@eversource.com
kbahny@trcsolutions.com
kristi.davie@eversource.com
laurel.proulx@eversource.com
leszek.stachow@puc.nh.gov
loiter@optenergy.com
Ipaskvan@pierceatwood.com
madeleine@nhsea.org
marc.lemenager@eversource.com
matthew.fossum@eversource.com

maureen.karpf@libertyutilities.com

Docket #: 17-136-1 Printed: December 28, 2018

FILING INSTRUCTIONS:

a) Pursuant to N.H. Admin Rule Puc 203.02 (a), with the exception of Discovery, file 7 copies, as well as an

electronic copy, of all documents including cover letter with: DEBRA A HOWLAND

b) Serve an electronic copy with each person identified on the Commission's service list and with the Office

of Consumer Advocate.

EXEC DIRECTOR

NHPUC

21S. FRUIT ST, SUITE 10
CONCORD NH 03301-2429

¢) Serve a written copy on each person on the service list not able to receive electronic mail.



mbirchard@clf .org tomas.fuller@eversource.com
mdean@mdeanlaw.net trooney@trcsolutions.com
michael.goldman@eversource.com woodsca@nhec.com
michael.sheehan@libertyutilities.com
miles.ingram@eversource.com
ocalitigation@oca.nh.gov
palma@unitil.com
paul.dexter@puc.nh.gov
pradip.chattopadhyay@oca.nh.gov
rburke@nhla.org
rclouthier@snhs.org
rebecca.ohler@des.nh.gov
rhonda.bisson@eversource.com
robert.bersak@eversource.com
robertbackus05@comcast.net
sarah.knowlton@]libertyutilities.com
scott.albert@gdsassociates.com
sgeiger@orr-reno.com
smaslansky@nhcdfa.org
snowc@nhec.com
Stephen.Eckberg@puc.nh.gov
Stephen.Hall@libertyutilities.com
steve.frink@puc.nh.gov
steven.elliott@eversource.com
steven.mullen@libertyutilities.com
stower@nhla.org
suzanne.amidon@puc.nh.gov
taylorp@unitil.com
teamnh@energyservicesgroup.net
thomas.belair@eversource.com
tirwin@clf.org
tom.frantz@puc.nh.gov

Docket #: 17-136-1 Printed: December 28,2018



STATE OF NEW HAMPSHIRE
PUBLIC UTILITIES COMMISSION

DE 17-136
GAS AND ELECTRIC UTILITIES
2018-2020 NEW HAMPSHIRE STATEWIDE ENERGY EFFICIENCY PLAN
BENEFIT COST WORKING GROUP RECOMMENDATIONS
Order Approving Benefit Cost Working Group Recommendations
December 30, 2019

APPEARANCES: Matthew J. Fossum, Esq., for Public Service Company of New Hampshire
d/b/a Eversource Energy (Eversource); Patrick Taylor, Esq., for Northern Utilities, Inc.,
(Northern), and Unitil Energy Systems; Michael J. Sheehan, Esq., for Liberty Utilities (Granite
State Electric) Corp. d/b/a Liberty Utilities, Inc., (Liberty), and for Liberty Utilities
(EnergyNorth Natural Gas) Corp. d/b/a Liberty Utilities (EnergyNorth); Mark W. Dean, Esq., for
New Hampshire Electric Cooperative; New Hampshire Legal Assistance, by Raymond Burke,
Esq., for The Way Home; Rebecca Ohler for the New Hampshire Department of Environmental
Services; Caitlin Peale Sloan, Esq., for Conservation Law Foundation; Madeleine Mineau, for
Clean Energy NH; Jeff Marks, Esq., for Acadia Center; Melissa E. Birchard, Esq., for Sunrun,
Inc.; Office of the Consumer Advocate, by D. Maurice Kreis, Esq., and Christa Shute, Esq., for
residential ratepayers; and Paul B. Dexter, Esq., and Brian D. Buckley, Esq., for the Staff of the
Public Utilities Commission.

This order adopts a new cost-effectiveness screening framework for New Hampshire’s
ratepayer-funded energy efficiency programs. The framework consists of a primary test, known
as the Granite State Test, and two secondary tests: the Utility Cost Test, and the Secondary
Granite State Test. A summary of these tests is attached in Appendix 1 of this order. The
Commission also confirms that the planning process identified in Order No. 26,207

(December 31, 2018), should continue to investigate opportunities for load factor improvements

associated with energy optimization.
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L. PROCEDURAL HISTORY

On December 31, 2018, the Commission approved the implementation of an energy
efficiency plan for 2019 for electric and gas utilities (2019 Plan Update). Order No. 26,207. In
approving the 2019 Plan Update, the Commission designated the Benefit/Cost (B/C) Working
Group as the technical lead for two studies analyzing cost effectiveness and energy optimization.
The Commission also required the B/C Working Group to make recommendations for the
Commission’s use in developing the next triennial energy efficiency plan for 2021-2023. Id.
at 8-9.

The B/C Working Group met eight times between February 2019 and September 2019.
On October 31, 2019, the Commission Staff filed the New Hampshire Cost-Effectiveness Test
Review (Cost-Effectiveness Test Review) and Energy Optimization through Fuel Switching
Study (Energy Optimization Study) along with a report on behalf of the B/C Working Group
(B/C Working Group Report, or Report). The Report summarizes the findings of both studies
and lists recommendations for next steps based on those studies. On November 6, the
Commission issued a secretarial letter soliciting comments on the Report and the
recommendations contained therein. Comments were filed by New Hampshire Legal Assistance,
Clean Energy NH, and the NH Utilities.'
IL. B/C WORKING GROUP RECOMMENDATIONS

Based on the outcome of the Cost-Effectiveness Test Review and Energy Optimization
Study, the B/C Working Group recommended that the Commission:

(1) Adopt the Granite State Test as the primary test for energy efficiency
cost-effectiveness screening;

! The “NH Utilities” include the electric utilities (Eversource, Liberty, New Hampshire Electric Cooperative, Unitil)
and gas utilities (EnergyNorth and Northern).
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(2) Adopt the Utility Cost Test and Secondary Granite State Cost Test as secondary tests,
requiring the utilities to perform and file both alongside the primary test;

(3) Consider, if proposed following additional review during development of future
plans, other alterations to cost-effectiveness screening practices recommended by the
Cost-Effectiveness Test Review; and
(4) Provide guidance as to whether stakeholders should continue, through the planning
process identified in Order No. 26,207, to investigate energy optimization and related
load factor improvement opportunities, including through:
a) Establishment of any relevant programs or pilot programs (e.g., for air source
heat pumps) to evaluate the reasonableness of accounting for unregulated fuel
savings and increases in regulated fuel consumption resulting from energy
optimization measures; and/or
b) Consideration of a net MMBtu savings goal component of the electric
programs and any related alterations to the performance incentive mechanism
during the program planning process for the next triennial plan.
B/C Working Group Report at 11-12.
A. Granite State Test
The B/C Working Group Report describes the Granite State Test (GST) as a test that
“focuses on costs and benefits which accrue to the utility system, while also considering impacts
associated with unregulated fuels, water, fossil fuel emissions, and income eligible participants.”
Id. at 5. Typical costs included in the GST are those associated with program administration,
such as the customer incentive, evaluation costs, and the utility performance incentive. Typical
benefits included in the GST are those associated with the utility system, as well as unregulated
fuel savings, water savings, and low-income participant benefits such as improved occupant
health and safety. Notably, the GST would not include the installed costs of a measure paid for
by a program participant. Id. at 13; Cost-Effectiveness Test Review at 23-31. As the primary
test, the GST would be the determinant of whether a program should be included in the portfolio

of energy efficiency measures.? Id. at 4.

2 The B/C Working Group report notes the Commission may wish to weigh the primary test results alongside other
factors, including but not limited to: the results of secondary tests; least-cost planning imperatives; rate, bill, and
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B. Utility Cost Test and Secondary Granite State Test

In addition to the GST, the B/C Working Group Report describes two secondary tests that
the utilities will perform and file in order to help inform future resource allocation decisions, as
well as treatment of marginally cost-effective programs: The Utility Cost Test (UCT) and
Secondary Granite State Test (GST-2).

The UCT includes only those costs and benefits which affect the utility system and the
distribution utility’s revenue requirement. ld. at 5, citing Cost-Effectiveness Test Review at 54.
Typical costs included in the UCT are those associated with program administration, such as the
customer incentive, evaluation costs, and the utility performance incentive. Typical benefits
included in the UCT include avoided energy, distribution, and transmission costs, and avoided
credit and collection costs. Id. at 13; Cost-Effectiveness Test Review at 23-31.

The GST-2 includes all of the impacts within the GST, but also “includes participant
costs, participant non-energy impacts beyond the income eligible sector, income eligible societal
benefits, and environmental impacts beyond the fossil emission value currently used in New
Hampshire.” Id. at 5, citing Cost-Effectiveness Test Review at 55-58. Typical costs included in
the GST-2 are those associated with program administration (e.g. the customer incentive,
evaluation costs, and the utility performance incentive), the participating customer (e.g. the
customer’s share of installed measure costs), and costs that accrue to society more broadly.
Typical benefits included in the GST-2 are those associated with the utility system (e.g. avoided
energy, avoided distribution, avoided transmission, and avoided credit and collection costs); the
participating customer (€.g. improved occupant health and productivity); and society (e.g.

avoided emissions and public health). Id. at 13; Cost-Effectiveness Test Review at 23-31.

participation impacts; jobs and economic development impacts; customer equity; and any other goals of the
programs.
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C. Other Alterations to Cost-Effectiveness Screening Practices

The B/C Working Group Report cites several recommendations within the Cost-
Effectiveness Review that the Commission may consider, if proposed, during future iterations of
program plan filings, including: (1) adopting an alternative quantification of economic
development impacts; (2) extending the measure lives in the B/C model from 25 years to 30
years; (3) adopting dual baselines for early replacement measures; (4) transitioning from adjusted
gross savings accounting methodologies to a net savings accounting methodology; (5) adopting
the National Standard Practice Manual’s (NSPM) standardized program-level reporting template;
and (6) collecting more detailed information regarding program participation. ld. at 6, citing
Cost-Effectiveness Test Review at 41, 47-49, 65-67.

D. Energy Optimization Study and Request for Guidance

The B/C Working Group Report defines energy optimization as “a strategy to minimize
energy use and maximize customer benefits ... [that] considers efficiency and the mix of fuels
used,” and distinguishes energy optimization from fuel switching, energy efficiency, and
beneficial electrification. Id. at 7-8, citing Energy Optimization Study at 1. The Report observes
that New Hampshire’s energy efficiency program administrators already offer “fuel blind
programs through which the regulated utilities claim savings and recover costs for measures that
target unregulated fuel savings.” Id. at 8. The Report further explains that when a customer
switches fuels to an electric or natural gas-powered end-use for heating or cooling, the program
administrators do not claim savings associated with the previous fuel, which is often an
unregulated fuel such as oil or propane. In those cases, the programs assume that the decision to
switch fuels was not influenced by the program incentives, and, as a result, the program

administrators only claim savings for the difference between the electricity use of the incented
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measure and a less efficient baseline version of the same fuel type. Id. at 8-9. The Report
observes that, as a result of recent statutory and regulatory guidance, and supporting program
evaluations, program administrators throughout the Northeast are transitioning “to a model
where, in at least some residential retrofit applications, the calculation of program savings does
not assume the customer would have switched fuels regardless of program support.” 1d. at 9.

The B/C Working Group Report notes that the Energy Optimization study also includes
modeled customer energy usage and bill impacts associated with energy optimization on a
measure-by-measure basis. 1d. at 10-11, citing Energy Optimization Study at 30-32. To assess
those impacts, a pre-existing residential energy optimization model was adapted to include
New Hampshire specific inputs such as fuel cost data, weather data, saturation of various air
conditioning technologies, and the regional electric generation mix. Id. Consistent with
treatment of energy optimization measures in neighboring jurisdictions, the model nets MMBtu
savings associated with the previous fuel (e.g. oil or propane) against increased energy usage and
demand associated with the new fuel (e.g. electricity). Although the study models both oil-to-
electric and oil-to-natural gas measures, the study notes that no Northeast states allow program
administrators to claim savings for conversion from an unregulated fuel to natural gas, largely
due to concerns that the customer would have switched to gas regardless of the program
intervention. Energy Optimization Study at 19, 30-32, 36.

Based on the study’s review of existing energy optimization analyses, the B/C Working
Group Report also observes that certain energy optimization measures have the potential to put
downward pressure on rates by spreading the costs of the system peak over more units of usage.
The downward pressure on rates is attributable to the average load shape of those newly

electrified end uses, which on average would increase load during times when the transmission
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and distribution system is not at its peak load. The result, which has the potential to reduce rates
for both program participants and non-participants, is often referred to as “improved load factor.”
B/C Working Group Report at 11, citing Energy Optimization Study at 25-27.

III. NOVEMBER 13, 2019 COMMENTS

In response to the Commission’s November 6, 2019, Secretarial Letter soliciting
comment, the NH Utilities, The Way Home, and Clean Energy NH filed comments on the B/C
Working Group Report.>

A. NH Utilities

The NH Utilities expressed appreciation for the time and attention devoted to the B/C
Working Group process and Report, as well as support for the consensus described therein. NH
Utilities Comments at 1.

B. The Way Home

The Way Home expressed support for the Report and recommendations of the B/C
Working Group, and suggests that the Commission’s approval of the revised cost-effectiveness
test will improve program planning, implementation, and evaluation. The Way Home
Comments at 1.

C. Clean Energy NH

Clean Energy NH expressed appreciation for the efforts of the working group, and
suggested that any energy optimization approach embraced by New Hampshire should be
technology neutral, encouraging “adoption of all forms of renewable and efficient energy
including but not limited to geothermal energy and modern efficient centralized wood heating.”

Clean Energy NH Comments at 1.

3 Clean Energy NH’s comments are date-stamped on the day following the Commission’s comment deadline, but are
still addressed in this order.
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IV.  COMMISSION ANALYSIS

As a preliminary matter, the Commission thanks the members of the B/C Working Group
for the time and effort they have invested in the Cost-Effectiveness Test Review, Energy
Optimization Study, the B/C Working Group Report, and the consensus recommendations
contained therein. The stakeholders have consistently worked in a collaborative manner and
serve as an example of how constructive stakeholder processes can aid the Commission in its
decision-making duties and allow parties to reach a result in line with their expectations.

A. Cost-Effectiveness Screening

The B/C Working Group Report recommends that the Commission adopt a new
framework for determining benefits and costs associated with investments in energy efficiency.*
The proposed cost-effectiveness framework was informed by an extensive review of state
policies as defined by statute, interpreted by Commission precedent, and guided by the state
energy strategy. Cost-Effectiveness Test Review, at 71-74 (Appendix A). The proposed
framework departs from our previously approved framework, which was developed as a result of
a similar working group process and adopted nearly two decades ago. Order No. 23,574 at 14.
(November 1, 2000). While the previously approved framework applied a variation of the Total
Resource Cost (TRC) test to New Hampshire’s energy efficiency programs, the proposed
framework embraces the GST as a primary test, while supplementing that with the UCT and
GST-2 secondary tests. As the primary determinant of whether to include a program in the
portfolio, we appreciate that the benefits and costs within the GST are based on a review of

New Hampshire’s existing statutes and policies. We also appreciate inclusion of the secondary

4 As discussed supra at section II.C, the B/C Working Group Report suggests the Commission defer consideration
of certain recommendations contained in the Cost-Effectiveness Test Review. We agree that certain issues would be
more appropriately addressed in the context of a specific program proposal.
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tests to aid the Commission and other stakeholders in decisions relating to resource allocation
and treatment of marginally cost-effective programs. We note that the secondary tests provide
additional data points, among several others, that the Commission may consider when evaluating
marginally cost-effective programs, and that the primary test shall be the primary determinant of
whether to include a program in the portfolio.

Use of the GST as the primary test will improve energy efficiency program screening by
placing a greater emphasis on the utility system impacts than our current test. For example, in
evaluating the cost-effectiveness of a lighting retrofit at a small business under the TRC,
program evaluators consider the costs and benefits that accrue to the utility system and the
program participant who installed the lighting measure. Evaluating that same lighting retrofit
under the GST, program evaluators would consider the costs and benefits that accrue to the
utility system, but would not generally consider those impacts accruing to program participants
(e.g., the participant’s improved productivity, comfort, property value, and share of installation
costs). We find that this emphasis on utility system impacts, which accrue to program
participants and non-participants equally, will more appropriately target those measures and
programs that lower utility system costs, minimizing disparate treatment of program participants
and non-participants.

Based on the foregoing, we adopt the proposed framework for energy efficiency
programs, subject to additional guidance regarding: (1) applicability of the framework to
distributed energy resource (DER) investments other than energy efficiency; and (2) treatment of

hard-to-quantify impacts.
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1. Applicability to Other Investments

The Cost-Effectiveness Test Review contains a section discussing whether the new cost-
effectiveness framework might apply to other DERs. Cost-Effectiveness Test Review at 83-85
(Appendix C). Noting stakeholder agreement that it was beyond the scope of the working group
to address issues relating to the cost-effectiveness of other DERs, the Cost Effectiveness Test
Review describes how the new framework might be applied to other DERs and makes
recommendations relative to that application. Id. at 83. We note that the policies considered by
the B/C Working Group in their development of the cost-effectiveness framework and contained
in Appendix A of the B/C Working Group Report focused on statutes, policies, and precedents
related to energy efficiency, rather than the broader universe of DERs. We also note that cost-
effectiveness is an issue being considered in other dockets before the Commission, including
DE 16-576 where the Commission has approved studying the value of certain distributed energy
resources, and DE 15-296 where cost-effectiveness screening of certain distribution system
investments remains at issue. Because cost effectiveness is an issue we are evaluating in other
dockets, we clarify that our approval of the proposed framework for energy efficiency
investments should not be considered approval for the purpose of any other investments, DER or
otherwise.

2. Treatment of Hard-to-Quantify Impacts

Both the GST and the GST-2 include non-energy impacts that have not previously been
quantified through New Hampshire specific primary research. B/C Working Group Report at 5-
6. The Cost-Effectiveness Test Review describes two ongoing studies related to non-energy
impacts that may inform the quantification of those impacts. Cost-Effectiveness Test Review at

69-70. The Report notes that, consistent with the Commission-approved 2018-2020 Energy
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Efficiency Plan Settlement, the B/C Working Group will determine whether to accept the results
of the evaluations, adopt a reasonable proxy based on those evaluations, or continue to use the
existing adders. B/C Working Group Report at 5-6. As the B/C Working Group stakeholders
consider the results of the ongoing evaluations, we direct stakeholders to minimize, to the extent
reasonable, any incremental costs associated with quantifying impacts that were not previously
included in New Hampshire’s variation of the TRC test. For example, the cost of quantifying
impacts associated with secondary tests should be balanced against the likely magnitude of the
impact and opportunities to embrace evidence-based studies from other jurisdictions whose
values might be adapted for New Hampshire-specific impacts. While we agree in principle that
hard-to-quantify impacts should not be neglected simply because they are hard to quantify, we
remain mindful that the costs associated with quantifying those impacts are ultimately borne by
ratepayers, and direct the relevant working group(s) to carefully balance the costs and benefits of
each possible approach.

B. Energy Optimization

The B/C Working Group Report requests guidance from the Commission regarding
whether stakeholders should continue to investigate energy optimization and related load factor
improvement opportunities, citing establishment of pilot programs and alterations to the savings
goals or performance incentive framework as two opportunities for further investigation. B/C
Working Group Report at 10. We note that there is no specific pilot proposal, savings goal
alteration, or revised performance incentive framework before us to consider. In light of that
fact, we take no position on whether a pilot or alterations to the savings goals or performance

incentive framework are appropriate at this time. We do, however, provide further guidance
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below, on our understanding of how energy optimization might fit within the landscape of New
Hampshire’s energy efficiency programs.
1. Precedent and Unregulated Fuel Savings
In 2013, the Commission expanded the residential Home Performance with Energy Star®
(HPWES) fuel neutral pilots to full-fledged program status for two primary reasons. First, fuel
neutral savings tend to also have ancillary electric savings (e.g., weatherizing an oil-heated home
also minimizes the need for summer air cooling). Second, fuel-neutral measures can help
improve cost-effectiveness at a given site and “serve as the catalyst for electric savings once
utilities are ‘in the door’ with customers.” Order No. 25,402, at 20-25 (August 23, 2012).°
2. Load Factor Improvement Opportunities
The B/C Working Group Report and Energy Optimization Study posit an additional
reason the Commission might encourage efficiency program administrators to save fuels other
than the one they deliver: load factor improvement. The Report suggests that certain energy
optimization measures have the potential to put downward pressure on rates by spreading the
costs of the system peak over more units of usage. Load shape can be improved if newly
electrified end uses operate primarily during times when the transmission and distribution system
have unused capacity. Increasing usage without increasing peak demand, (improving the system
load factor) has the potential to result in lower rates for both program participants and non-
program participants. B/C Working Group Report at 11, citing Energy Optimization Study

at 25-27.

5 Customers derive benefit from the uniform availability of weatherization programs throughout the territory of the
electric distribution utilities, rather than just to those homes that heat with regulated fuels such as electricity or
natural gas.
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In approving the energy efficiency programs for each of the first two years of the current
EERS triennium (2018 and 2019), and the Commercial and Industrial (C&I) Demand Reduction
Initiative, we noted that both participants and non-participants benefit from New Hampshire’s
energy efficiency programs. Order No. 26,232 at 6 (approving C&I Demand Reduction
Initiative); Order No. 26,207 at 17 (approving 2019 energy efficiency programs); Order
No. 26,095 at 18 (January 2, 2018) (approving 2018 energy efficiency programs). We find,
based on the analyses of the Cost-Effectiveness Test Review, that load factor improvements
associated with certain energy optimization measures, namely heat pumps and ductless
mini-splits, may present a related opportunity for ratepayers. In that situation, non-participants
may stand to benefit from increased electricity sales that do not significantly increase
transmission and distribution system costs.

3. Energy Optimization Guidance

The Commission remains mindful that cost-of-service ratemaking promotes capital
investment and may encourage a distribution utility that also administers energy efficiency
programs to focus on savings strategies that either increase or do not adversely affect its own
sales. For example, in order to counter-balance that incentive, shortly after approving the
transition of the fuel neutral pilots to full-scale programs, the Commission altered the energy
efficiency program performance incentive to ensure electric savings remain the primary focus of
the programs. Order No. 25,569, at 2-3. (September 6, 2013) (“If it is determined that electric
lifetime savings are greater than or equal to 55 percent of total lifetime energy savings, a higher
performance incentive would apply. If the electric lifetime savings fall below 55 percent of total
lifetime energy savings, a lower incentive would apply”). We note that that aspect of the

performance incentive remains in effect today. While we continue to view that aspect of the
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performance incentive as necessary, below we clarify additional safeguards which can be used to
ensure the unregulated fuel program savings and incentives do not unreasonably shift costs to
non-participants.

In reviewing the 2019 Update Plan settlement agreement, the Commission approved a
plan to conduct a bill impact analysis for the energy efficiency programs that would consider bill
impacts to efficiency program participants and non-participants. Order No. 26,207, at 10.
(December 31, 2018). The Cost-Effectiveness Test Review notes that the bill impact analysis is
expected to be complete by spring 2020 and ““can help inform program priorities, program
design, and whether and how to place limits on program spending.” Cost-Effectiveness Test
Review at 64. The bill impact analysis and the utility cost test will be used by the Commission,
and should be used by the utilities and other stakeholders to ensure unregulated fuel program
savings and incentives do not unreasonably shift costs to non-participants.

The Energy Optimization Study identifies program changes related to energy
optimization that Northeastern states have pursued through pilots or small scale programs
including: counting unregulated fuel savings and electric load increase for fuel-to-electric
measures; offering tailored air-source heat pump measure bundles, such as those including
weatherization and integrated controls; and offering energy optimization-specific workforce
training guidance. Energy Optimization Study at 59. If the next iteration of the program plans
were to propose an energy optimization pilot, the effectiveness of the above-mentioned program
changes could be tested and verified prior to any decision regarding whether to embrace them at
the program level. For example, the Energy Optimization Study modeled the savings that might
be claimed for various energy optimization measures when embracing a more holistic accounting

method that nets MMBtu savings against electric load increases. There are no existing New
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Hampshire-specific evaluations that verify the validity of those projected bill savings and effects
on avoided cost assumptions. Such evaluation results could also be used to inform the treatment
of so-called “lost revenues” which are offset by load built through the installation of a program-
sponsored heat pump or ductless mini-split, which could be described as “found revenues.” A
pilot and/or study could also be used to determine whether installation of certain energy
optimization measures really do, on average, result in load factor improvements without unduly
impacting overall peak transmission or distribution system load.

We observe that all stakeholders praised the efforts of the B/C Working Group and were
generally supportive of the recommendations. The single caveat to this observation is the
comment filed by Clean Energy NH, which supports the recommendations of the B/C Working
Group, but also suggests that any energy optimization framework embraced by the Commission
should be technology neutral and encourage “all forms of renewable and efficient energy
including but not limited to geothermal energy and modern efficient centralized wood heating.”
Clean Energy NH Comments at 1.

In response to CENH’s comments, we take this opportunity to clarify the potential scope
of any continued energy optimization investigation that might occur within the planning process
identified in Order No 26,207. The planning process identified in that Order focuses on the types
of measures and technologies supported within energy efficiency programs. We note that the
Energy Optimization Study contains only limited discussion of wood pellet and geothermal
heating, and that in other states incentives for such measures are not generally provided through
energy efficiency programs. Energy Optimization Study at 18, 19, Appendix E. Since the
Energy Optimization Study and the planning process outlined in Order No. 26,207 did not

consider the measures suggested by Clean Energy NH, we clarify that we do not view it as a


https://www.puc.nh.gov/Regulatory/Docketbk/2017/17-136/LETTERS-MEMOS-TARIFFS/17-136_2019-11-14_CLEAN_ENERGY_COMMENTS.PDF
https://www.puc.nh.gov/Regulatory/Docketbk/2017/17-136/LETTERS-MEMOS-TARIFFS/17-136_2019-10-31_STAFF_NH_ENERGY_OPTIMIZATION_STUDY.PDF
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reasonable investment of energy efficiency program funds to consider those measures during this
docket’s continued investigation of energy optimization.

Based upon the foregoing, it is hereby

ORDERED, that the Granite State Test as described above is adopted as the primary test
for screening the cost effectiveness of investments in energy efficiency, effective
January 1, 2021; and it is

FURTHER ORDERED, that the Utility Cost Test and Secondary Granite State Test as
described above are adopted as secondary tests for screening the cost effectiveness of
investments in energy efficiency, effective January 1, 2021; and it is

FURTHER ORDERED, that an energy optimization pilot and/or study and related
alterations to the cost-effectiveness screening methods of energy optimization measures will be
considered if a specific proposal detailing such a pilot is presented.

By order of the Public Utilities Commission of New Hampshire this thirtieth day of

December, 2019.

' ﬂgﬁ%ﬁg ‘f//ﬁéﬂ qu W«&///ZD
Dianne Maiti Kat M. Bgiley 0[ Michael S. Giaimo

Chairwoman Commissioner Commissioner

Attested by:

0, sl 0. g
Deébra A. Howland

Executive Director




Appendix 1: Cost-Effectiveness Screening Framework Summary
The table below summarizes the impacts included in the Granite State Test (GST), the Utility
Cost Test (UCT), and Secondary Granite State Test (GST-2).

Primary Test: Secondary Test: Secondary Test:

Granite State Test  Utility Cost Test  Secondary Granite State Test

Utility System Costs

Measure costs (utility portion) v v v
Other financial or technical support v v v
costs

Other program and administrative v v v
costs

EM&YV costs v v v
Performance incentives v v v

Utility System Benefits

Avoided energy costs v v v
Avoided generating capacity costs v 4 v
Avoided reserves v v v
Avoided transmission costs v v v
Avoided distribution costs v v v
Avoided T&D line losses v v v
Avoided ancillary services v v v
Intrastate price suppression effects v v v
(DRIPE)

Avoi(.:Ied compliance with RPS v v v
requirements

Avoided environmental compliance v v v
costs (embedded)

Avoided credit and collection costs v 4 v
Reduced risk v v v
Increased reliability v v v
Market transformation v v v
Non-Utility System Impacts

Other fuel v v
Water resource v v
Income eligible (participant) v v
Income eligible (societal) v
Participant costs v
Participant non-energy benefits v
Environmental, NH fossil fuel proxy v v
Environmental, other externalities v
Public health

Energy security
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STATE OF NEW HAMPSHIRE
PUBLIC UTILITIES COMMISSION

DE 17-136
GAS AND ELECTRIC UTILITIES
2018-2020 NEW HAMPSHIRE STATEWIDE ENERGY EFFICIENCY PLAN
2020 UPDATE PLAN

Order Approving Plan

December 31, 2019

APPEARANCES: Matthew J. Fossum, Esq., for Public Service Company of New Hampshire d/b/a
Eversource Energy; Patrick Taylor, Esq., for Northern Utilities, Inc., and Unitil Energy Systems;
Michael J. Sheehan, Esq., for Liberty Utilities (Granite State Electric) Corp. d/b/a Liberty Utilities,
Inc., and for Liberty Utilities (EnergyNorth Natural Gas) Corp. d/b/a Liberty Utilities;
Mark W. Dean, Esq., for New Hampshire Electric Cooperative; New Hampshire Legal Assistance,
by Raymond Burke, Esq., for The Way Home; Rebecca Ohler for the New Hampshire Department of
Environmental Services; Madeleine Mineau, for Clean Energy NH; Office of the Consumer
Advocate, by Christa Shute, Esq., for residential ratepayers; and Paul B. Dexter, Esq., and
Brian D. Buckley, Esq., for the Staff of the Public Utilities Commission.

This order approves the implementation of an updated energy efficiency plan for 2020
(2020 Update Plan) for electric and gas utilities. The 2020 Update Plan meets the energy
efficiency resource standard established by the Commission in Order No. 25,932 and represents
the third year of the three-year energy efficiency plan for 2018-2020. The 2020 Update Plan
continues the energy efficiency program elements previously approved for 2019. In addition, the
2020 Update Plan expands a demand response pilot demonstration program designed to reduce
customer peak demand by including opportunities for residential customers to participate. The

2020 Update Plan also includes revisions to the calculation of performance incentives that

utilities can earn by exceeding certain program thresholds. This order also approves rates to
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allow utilities to recover program costs, performance incentives, and, in most cases as discussed
below, lost base revenue. The rates are more than 12 percent (approximately 0.1 cent per kWh)
lower than the rates projected when the Commission approved the 2018-2020 energy efficiency
plan. Implementation of the 2020 Update Plan will begin January 1, 2020.

L. PROCEDURAL HISTORY

The Commission established an energy efficiency resource standard (EERS) in
Order No. 25,932 (August 2, 2016) (2016 EERS Order). That Order requires the filing of annual
updates during each of the three-year EERS plan period. 2016 EERS Order at 41. The
following electric and gas utilities (collectively referred to as the Utilities) filed an update for
2020 on September 13, 2019: Liberty Utilities (Granite State Electric) Corp. d/b/a Liberty
Utilities (Granite State Electric), the New Hampshire Electric Cooperative, Inc. (NHEC), Public
Service Company of New Hampshire d/b/a Eversource Energy (Eversource), and Unitil Energy
Systems, Inc. (Unitil) (collectively, the Electric Utilities); and Liberty Utilities (EnergyNorth
Natural Gas) Corp. d/b/a Liberty Utilities (EnergyNorth) and Northern Utilities, Inc. d/b/a Unitil
(Northern) (collectively, the Gas Utilities).!

The Utilities revised their filing on November 1, 2019, to reflect changes required by
budget legislation (HB 4) which was signed into law in the end of September. This newly passed
budget bill requires that at least 20 percent of the System Benefits Charge (SBC) funds for
energy efficiency be expended on low-income programs. The Utilities’ November 1 filing also
reflected budget changes associated with Eversource’s decision to stop offering Home Energy
Reports to its residential customers. On November 13, Staff filed direct testimony. Hearing

Exhibits (Exh.) 23, 24, and 25. Clean Energy NH (CENH) filed testimony on November 14.

! On October 2, 2019, Sunrun Inc. filed a Petition for Intervention, which the Commission has granted.
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Exh. 27. On December 12, Eversource filed a Settlement Agreement (Settlement Agreement)
signed by all parties > Exh 26. In this order, we refer to the 2020 Update Plan as the utilities’
original filing as modified on November 1 and by the Settlement Agreement. The Commission
held a hearing on the Settlement Agreement and the 2020 Update Plan on December 17. On
December 18, Sunrun and CENH filed testimony of Chris Rauscher.? On December 20, Granite
State Electric filed a revised version of Attachment F-3 (which is part of the 2020 Update Plan)
to correct the Lost Base Revenue (LBR) component of that company’s proposed SBC rate.*
Also on December 20, the Utilities filed responses to three record requests posed at the
December 17 hearing. See Exh. 28-30.

The Settlement Agreement, 2020 Update Plan, and prior docket filings, other than any
information for which confidential treatment has been requested of or granted by the

Commission, are posted at http: www.puc.nh.gov/Regulatory/Docketbk/2017/17-136.html.

IL. PRE-SETTLEMENT POSITIONS

A. Commission Staff

On November 13, 2019, Staff filed the testimony of Jay E. Dudley, Elizabeth R. Nixon,
and Stephen R. Eckberg. Staff generally supported the Utilities’ proposed 2020 Update Plan.

Mr. Dudley recommended approval of the proposed modified Performance Incentive (PI)
methodology. That modification was developed by the Performance Incentive Working Group

(PIWG), which was established earlier in the triennium to review potential performance

2 The parties include Granite State Electric, NHEC, Eversource, Unitil, EnergyNorth, Northern, the Office of the
Consumer Advocate, the Department of Environmental Services, Clean Energy New Hampshire, The Way Home,
Conservation Law Foundation, Acadia Center, and Sunrun Inc. Commission Staff also signed the Settlement
Agreement.

3 Sunrun and CENH filed Mr. Rauscher’s testimony late, along with a motion seeking leave to file. The
Commission has granted that motion.

4 We address this filing later in this order.


http://www.puc.nh.gov/Regulatory/Docketbk/2017/17-136.html
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incentive calculation methodologies that could further promote the achievement of energy
efficiency.

Ms. Nixon recommended that Eversource’s customer engagement platform (CEP)
program continue for 2020 and be reviewed in greater detail during the next triennium plan
before any further energy efficiency funds are used to support the CEP.

Mr. Eckberg testified that the 2020 Home Energy Assistance (HEA) program budgets
meet the 20 percent requirement included in HB 4. Mr. Eckberg also testified that the LBR
amounts proposed by each utility for recovery are reasonable, but subject to continued review
when the utilities file LBR results for reconciliation in June 2020.

B. Sunrun and CENH

Sunrun and CENH jointly sponsored the testimony of Chris Rauscher, Director of Policy
and Storage Market Strategy at Sunrun. Mr. Rauscher was generally supportive of the planned
Residential Demand Reduction Initiative proposed by Eversource and Unitil whereby customers
can be compensated for making devices (such as batteries and Wi-Fi thermostats) available to
their utility for adjustment during peak demand times. Exh. 27.

III. SETTLEMENT AGREEMENT

On December 12, 2019, the parties filed a comprehensive Settlement Agreement calling
for approval of the 2020 Update Plan. Exh. 26. At the hearing held on December 17, all parties
recommended that the Commission approve the Settlement Agreement. Staff and Utility
witnesses testified that energy efficiency (EE) programs proposed for implementation to be
implemented in the 2020 Update Plan, and the resultant rates proposed for collecting program

costs, are just and reasonable.
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The parties agree that Eversource and Unitil will make a submission no later than
March 1, 2020, concerning the demand response programs proposed by Eversource and Unitil.
That submission will include, among other things, the results and findings of the 2019 initiative
using an active demand benefit cost model currently under development.

The Settlement Agreement provides updated roles for the working groups established in
Order No. 26,095 (January 2, 2018) (First Triennium Order). The Settlement Agreement noted
that the PIWG and the Lost Base Revenue Working Group have completed their tasks. The
Settlement states that the Financing and Funding Working Group made substantial progress
resulting in several financing programs being offered in the 2020 Update Plan and recommends
the group continue to meet quarterly in 2020 to complete its work concerning funding options.
The Benefit/Cost (B/C) Working Group largely completed its tasks culminating with the
submission of a proposed cost-effectiveness screening framework on October 31, 2019. The B/C
Working Group will continue to meet as needed to address remaining issues concerning non-
energy impacts and energy optimization opportunities.

Under the Settlement Agreement, Eversource’s Customer Engagement Platform program
will continue for 2020. Eversource will continue to track and report on the success of its
marketing efforts, including its count of customers using the CEP program who move forward
with energy efficiency program offerings.

Consistent with prior settlements in this docket, this Settlement Agreement provides that
the Commission will hire a technical consultant on evaluation, measurement, and verification
(EM&V) matters. The Settlement Agreement also provides that the Utilities will make a 2020
Update Plan compliance filing (following the form of Exhibits 21 and 22) that will include the

corrections that were included in Attachment B to the Settlement Agreement.
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IV.  SUMMARY OF THE 2020 UPDATE PLAN

As modified and enhanced by the settlement process, the 2020 Update Plan continues
energy efficiency programs implemented for 2018 and 2019 (the first and second years of the
first triennium).

A. Program Funding

The 2020 level of funding for electric programs is $69,302,537. Exh. 22 at 15. The
Electric Utilities propose an EE program SBC rate of $0.00528 per kWh. That rate is lower than
the SBC rate of $0.00609 projected for 2020 when the EERS was adopted in the 2016 EERS
Order. Exh. 22 at 72, 105, 141 and 162; Settlement DE 15-137, Attachment A at 17. The
current SBC rate for the 2019 Plan approved in Order No. 26,207 (2019 Update Plan Order) is
$0.00373. 2019 Update Plan Order at 10. Also, consistent with the 2016 EERS Order, each
Electric Utility (except for NHEC) proposed an additional SBC component to recover Lost Base
Revenue. Exh. 22 at 72 and 162.

The 2020 funding for gas programs is $11,791,916. Exh. 22 at 17. Each Gas Utility
proposed a Local Delivery Adjustment Charge (LDAC) component for EE in its cost of gas
proceeding.’

B. Industry Budgets

The 2020 electric program budget is $65,691,434. Exh. 26 at 21; Exh. 22 at 18.° It is

allocated across the various sectors as follows: 51 percent for Commercial & Industrial (C&I)

3> Those rates were approved for Northern in Order No. 26,303, (October 29, 2019) and for EnergyNorth in
Order No. 26,306 (October 31, 2019).

¢ The electric and gas program budget amounts are less than the funding levels stated above because the budget
amounts do not include the performance incentive.
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and Municipal sectors; 32 percent for Residential; and 17 percent for Income Eligible. Exh. 22
at 18.

The 2020 gas program budget is $11,151,972. Exh. 22 at 19; Exh. 26 at 21. Itis
allocated across the various sectors approximately as follows: 47 percent for C&I and Municipal
sectors; 34 percent for Residential; and 19 percent for Income Eligible. Exh. 22 at 19.

C. Program Budgets

The 2020 Update Plan includes essentially the same residential and C&I energy
efficiency programs the Commission approved for 2018 and 2019.7 The 2020 Update Plan and
Settlement Agreement, however, contain several significant changes. First, Eversource and
Unitil have expanded their demand response offerings to residential customers and will offer
monetary incentives to customers who allow the utilities to control certain customer-owned
devices (such as batteries and Wi-Fi controlled thermostats) during times of high electric
demand. Second, Eversource will no longer be sending Home Energy Reports to customers and
instead has re-allocated those funds to other residential offerings such as its Home Performance
with ENERGYSTAR® and ENERGYSTAR® Products programs. Third, Unitil and NHEC will
increase the amount of funds available for on-bill loans (using unspent over-collections from
2019). Also, Unitil will increase the maximum on-bill financing amount from $4,000 to $7,500
for residential customers and to $15,000 for moderate-income residential customers. In 2020,
the Utilities will expand their point of sale distributor relationships to include additional
measures such as lighting, electric HVAC equipment, and electric commercial kitchen

equipment.

" A description of each program can be found in Order No. 26,095 at 5-9.
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Budgets for various residential, and C&I programs are listed in the following table. For

additional details, see Exh. 22:

SUMMARY OF 2020 EERS BUDGETS

’ Electric Utilities ‘ Gas Utilities Total

Residential Program Budgets

Home Energy Assistance $11,503,901 $ 2,089,441 $13,593,342
NH Home Performance w/ENERGYSTAR® $ 8,592,871 $ 1,155,804 $ 9,748,675
ENERGYSTAR® Homes $ 3,618,372 $ 1,087,876 $ 4,706,248
ENERGYSTAR® Products $ 8,016,264 $ 1,214,683 $ 9,230,947
Customer Engagement Platform $ 267,703 $ - $ 267,703
Home Energy Reports $ 275,084 $ 356,201 $ 631,285
Commercial & Industrial Program Budgets

Large Business Energy Solutions $17,739,336 $ 2,931,069 $20,670,405
Small Business Energy Solutions $ 10,038,740 $ 2,210,387 $12,249,127
Municipal Program $ 2,043,245 $ — $ 2,000,272
RFP Program $ 1,482,952 $ - $ 1,195,561
Customer Engagement Platform $ 373,126 $ 373,126

D. Program Financing

The 2020 Update Plan proposes to continue several financing options currently available

to participants, with some enhancements. For example, NHEC and Northern have used prior

period over-collections to increase the funding levels available for zero-percent on-bill loans.

Unitil has proposed to increase the per participant cap on on-bill loans from $4,000 to $7,500

(and to $15,000 for moderate-income customers) for both electric and gas customers. All the

Utilities will continue to offer financing to municipal and business participants, allowing those

customers to use energy savings to help pay back their loans. The Funding and Finance Work

Group will continue to explore grant funding in 2020.
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E. Benefit/Cost Screening

As with the 2019 EE programs, the Utilities screened the proposed 2020 EE programs for
cost effectiveness using the Total Resource Cost (TRC) test, which compares the present value
of the lifetime benefits of the programs to the Utilities’ implementation costs, plus any
participant out-of-pocket costs. The energy benefits are evaluated using an Avoided Energy
Supply Cost (AESC) study, which is performed on a New England-wide basis and is updated
regularly. In this case, the 2018 AESC update was used to screen the 2020 programs. Exh. 22
at 38. As proposed, each utility’s portfolio of 2020 EE programs shows a benefit/cost ratio
greater than 1.0. Exh. 26 at 28, 32.

On October 31, 2019, the Benefit/Cost Working Group proposed a modified B/C test for
effect in the 2021 program year, as anticipated by the 2019 Settlement. We address that proposal
in a separate order. See Order No. 26,322 (December 30, 2019).

F. Evaluation, Measurement, and Verification

Evaluation, measurement, and verification (EM&V) efforts have the objective of
verifying energy savings, estimating future savings, and identifying ways to improve program
delivery and results. The basic framework of EM&V activities for 2018-2020 was detailed in the
2016 EERS Order and then accelerated in accordance with terms of the settlement approved in
the First Triennium Order. That settlement also formalized the EM&V Working Group, which
consists of Staff members, independent EM&V consultants hired and supervised by the
Commission, and representatives of the Utilities and the Energy Efficiency and Sustainable
Energy Board. Three New Hampshire-specific evaluation activities have begun, or are planned

to begin in early 2020.% An update of the Strategic Evaluation Plan is scheduled for 2020. In

8 EE Potential Study, Technical Reference Manual, and Large Business C&I Impact and Process evaluation.
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2019, independent third-party evaluators working on behalf of the EM&V Working Group
completed, or are close to finalizing, evaluations of the C&I Non-Lighting programs, the Home
Performance with ENERGYSTAR® program, the Home Energy Assistance Program, and the
cross cutting Non-Energy Impacts (NEI) study. Results from those studies that were available in
July 2019 were incorporated into the 2020 Update Plan. Exh. 22 at 43-45.

G. Performance Incentive

The 2020 Update Plan included a proposal from the PIWG for a modified performance
incentive mechanism for effect with the 2020 EE programs. Exh. 22 at 268-269. Like the PI
mechanism that was approved in the 2016 EERS Order, the proposed mechanism offers utilities
an incentive to invest in EE rather than traditional infrastructure. Utilities can earn up to 6.875
percent of actual program expenditures by surpassing certain minimum performance thresholds,
several of which were increased from the prior mechanism. Importantly, the proposed
mechanism introduces incentives for increasing peak demand savings by reducing peak demand
usage. The proposal shifts the focus of the PI calculation from the sector level to the portfolio
level to help reduce any incentive Utilities have to de-emphasize valuable lower performing
programs. Exh. 22 at 39.

H. Lost Base Revenue

The Electric Utilities (except for NHEC) propose that the SBC include collection for
revenue lost from decreased electricity sales resulting from the programs. The proposal is,
consistent with the framework laid out in the 2016 EERS Order, modified to include a demand
component in kilowatts as called for in the settlement approved in the First Triennium Order.
The Gas Utilities proposed rates for lost revenue in their individual cost of gas dockets. See

Order Nos. 26,303 and 26,306.
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V. COMMISSION ANALYSIS

We encourage parties to settle issues through negotiation and compromise because it is
an opportunity for creative problem solving, allows the parties to reach a result in line with their
expectations, and is often a better alternative to litigation. Granite State Electric Co., Order
No. 23,966 at 10 (May 8, 2002); see RSA 541-A:31, V(a) (“informal disposition may be made of
any contested case ... by stipulation [or] agreed settlement”). Even when all parties join a
settlement, however, we must independently determine that the result comports with “applicable
standards.” EnergyNorth Natural Gas, Inc. d/b/a National Grid NH, Order No. 24,972 at 48
(May 29, 2009). We analyze settlements to ensure that a just and reasonable result has been
reached. Id; N.H. Admin. R., Puc 203.20(b).

In this case, we review the 2020 Update Plan for conformity with the 2016 EERS Order
and the First Triennium Order, and the law underlying the establishment of an EERS. We are
further informed by the New Hampshire 10-Year State Energy Strategy, dated April 2018, at
page 15, which calls for New Hampshire to “continue to coordinate and develop energy
efficiency programming to achieve cost-effective savings.” The Commission’s authority to
review the 2020 Update Plan and related rates arises out of laws governing energy efficiency
funding as well as utility rates and long-term resource planning. See 2016 EERS Order at 45-49.
The EE programs included in the 2020 Update Plan are funded through several sources,
including the SBC, the LDAC, Regional Greenhouse Gas Initiative auction proceeds, and
Forward Capacity Market revenue. The SBC is “nonbypassable and competitively neutral” and
collected through electric customer rates. RSA 374-F:3, VI. The SBC is “used to fund public

benefits related to the provision of electricity.” ld. The LDAC is a reconciling surcharge
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imposed on gas customers, which includes a per-therm charge to recover the costs of gas energy
efficiency programs.

Staff and the Utilities testified that the 2020 Update Plan (i.e., the Utilities’ proposal as
modified by the Settlement Agreement) is just and reasonable and should be approved by the
Commission. All parties to this case signed the Settlement Agreement. The parties acknowledge
that the 2020 Update Plan includes comprehensive EE programs that are cost-effective. The
Settlement Agreement expands a 2019 pilot program to residential customers, aimed at reducing
peak demand. The 2020 Update Plan provides for cost recovery of the EE program costs, as well
as performance incentives and lost base revenue. The SBC rates that result from this order are
more than 12 percent lower (approximately 0.1 cent per kWh) than the rates projected for 2020
when the Commission first approved the 2018-2020 energy efficiency program in 2016.
Compare Order No. 25,932 at 53 with Exh. 22 at 72 (Eversource), at 141 (NHEC), and at 162
(Unitil).

A few elements of the 2020 programs warrant additional comment. While we appreciate
the efforts to reduce peak demand, we have some concerns about the Active Demand Reduction
pilots proposed by Eversource and Unitil. The pilots allow the utilities to use customer-owned
devices such as batteries and Wi-Fi thermostats to reduce electricity use during periods of high
demand. There may be potential cybersecurity risks associated with the integration of systems
installed behind the meter at customers’ premises. Eversource and Unitil presented no
information concerning cybersecurity, other than the fact that they will have original equipment
manufacturers operate the customer equipment when the utility calls for demand reduction. We
are not convinced that indirect control of customer equipment fully addresses the potential

cybersecurity risks. Consistent with what the Commission required of Granite State Electric, for
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its battery storage pilot, before we will permit implementation, we require that Eversource and
Unitil complete a comprehensive evaluation of the cybersecurity risks raised by the Active
Demand Reduction pilots, including both firmware and software elements. When the evaluation
is completed, we direct Eversource and Unitil to file a report confirming that cybersecurity risks
for manipulation of electrical usage, access to customer personal protected information, and
unauthorized alteration of equipment performance or settings have been addressed. In addition,
Eversource and Unitil must complete an evaluation of the relevant vendors’ practices and certify
them to be sufficient. Further, Eversource and Unitil must outline the measures, detection
methods, and mitigation strategies they plan to implement regarding integration of customer-
owned equipment and systems installed behind the meter. Finally we direct Eversource and
Unitil to explain how they have ensured the Active Demand Reduction pilots comply with the
smart metering consent law, RSA 374:62.

Another issue of concern related to the Active Demand Reduction pilots involves
distributed generation customers that participate with a customer-owned battery. Net-metered
customers with on-site distributed generation should not be permitted to charge their batteries
from the grid as part of the Active Demand Reduction pilots. See Liberty Utilities (Granite State
Electric) Corp. d/b/a LibertyUTtilities, Order No. 26,209 at 19, 44 (January 17, 2019) (approving
settlement agreement and implementation of battery storage pilot program). Also of concern is
the high level of Unitil’s administrative costs for this program, which are estimated to exceed the
level of incentive for customers ($72,100 for administration compared to $50,000 in incentives).
Exh. 26 at 20. We recognize that start-up costs can be higher than long-run administrative costs
and that the initiative is a pilot. We direct Staff, however, to monitor those costs to determine

whether that Unitil expends administrative funds frugally, as Unitil stated it would.
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We also question Eversource’s plan to cease offering its Home Energy Reports in 2020.
This program has proven to be cost-effective in the past. Eversource stated that it intends to
achieve the beneficial customer behavioral aspects of this program through other means
post-2020. We are concerned that this might lead to additional reliance (and expenditures) on
Eversource’s CEP, which is not evaluated using a B/C screening test and has shown very limited
value in attracting customers to participate in EE programs. Exh. 23 at 22. For the next triennial
program Eversource should be prepared to explain what it has learned in 2020 relative to ending
the Home Energy Report program, whether the Home Energy Report program should be
reinstated, or propose a viable alternative to the Home Energy Report program.

Finally, following the hearing, the Commission discovered errors in Granite State
Electric’s calculation of its proposed SBC rate and inconsistent numbers in its filings. See Exh.
22 Bates Pages 15 and 105. The errors were contained in Attachment F-3 to the Utilities’
November 1, filing. On December 20, Granite State Electric filed a revised Attachment F-3.
The company did not move to reopen the record or request that the revised attachment be entered
into evidence. In addition, neither the parties nor the Commission had opportunity for discovery
or to question the company regarding its revised calculations. The Commission has questions
regarding Granite State Electric’s calculations, particularly with regard to lost base revenues. As
a result, we will approve an SBC rate for Granite State Electric that does not include a lost base
revenue component. We will allow Staff and interested parties to conduct discovery on Revised
Attachment F-3 and promptly schedule an evidentiary hearing for that purpose.

Based on the record, the 2020 Update Plan meets the requirements of the 2016 EERS
Order and is consistent with applicable law, including least-cost integrated resource planning

requirements promoting energy efficiency. The 2016 EERS Order established an annual energy
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savings target and budget. The 2020 Plan Update exceeds the Electric Utility energy savings
targets within the budget approved in the 2016 EERS Order. Based on testimony at hearing, the
the 2020 Update Plan contains a cost-effective portfolio for each utility. As such, approval of the
Settlement Agreement is consistent with prior Commission orders.

Savings from cost-effective EE programs benefit all customers, both participants and
non-participants. Participants enjoy direct benefits of increased energy efficiency through lower
electricity bills. Both participants and non-participants benefit from on-peak load reduction and
related system improvements by mitigating increased regional transmission and capacity costs
for New Hampshire. Accordingly, we find the 2020 Update Plan consistent with the public
interest, and we approve it.

At the hearing, the Utilities indicated their intention to provide an update to their
November 1 filing (Exh. 22) to reflect the terms of the Settlement Agreement. They stated that
many updated pages were provided as part of Attachment B to the Settlement (Exh. 26) but that
other portions of the full plan should likewise be updated in an effort to present a complete
record. We will accept the necessary updates as part of a compliance filing.

Based upon the foregoing, it is hereby

ORDERED, that the Settlement Agreement filed in this docket on December 12, 2019, is
approved; and it is

FURTHER ORDERED, that the New Hampshire Statewide Energy Efficiency 2020
Update Plan (the Utilities’ proposal as modified by the Settlement Agreement), is approved; and

1t is
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FURTHER ORDERED, that the System Benefits Charge rates presented by Eversource
in Exhibit 22 at 72, New Hampshire Electric Cooperative at 141, and Unitil at 162, are hereby
approved for effect January 1, 2020; and it is

FURTHER ORDERED, that Granite State Electric is authorized to collect its proposed
System Benefits Charge in Exhibit 22 at 105, without the Lost Base Revenue component for
effect January 1, 2020; and it is

FURTHER ORDERED, that Eversource and Unitil file the results of their cybersecurity
risk evaluation as described above, before beginning the Active Demand Reduction pilots; and it
is

FURTHER ORDERED, that each Electric Utility file compliance tariffs within 15 days
of this Order; and it is

FURTHER ORDERED, that the Utilities file a complete updated version of Exhibit 22,
reflecting the changes necessitated by our approval of the Settlement Agreement, within 15 days
of the date of this order.

By order of the Public Utilities Commission of New Hampshire this thirty-first day of

December, 2019.
sl Bt Lo
Dianne Marftin Kathryn M. Bdiley Michael S. Giaimo
Chairwoman Commissioner Commissioner
Attested by:

i bra Q [9oubancl,
Debra A. Howland /"'-—Q/)

Executive Director
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Executive Summary

Executive Summary

For more than two decades, New Hampshire’s electric and natural gas utilities have
offered energy efficiency and demand response programs to residential and
Commercial and Industrial (“C&I”) customers across the state.! These programs
provide energy savings, promote economic development, reduce the need for
additional capacity investments and protect the natural environment by reducing the
amount of carbon dioxide (“C0O;”) and sulfur and nitrogen oxides released into the

atmosphere due to reduced energy generation and consumption.

New Hampshire’s electric and natural gas utilities (“NH Utilities”) are pleased to submit the 2021-2023
Statewide Energy Efficiency Plan (“2021-2023 Plan” or “Plan”). This 2021-2023 Plan is being submitted
jointly by Liberty Utilities Corp. (Granite State Electric) d/b/a Liberty Utilities (“Liberty Electric”), New
Hampshire Electric Cooperative, Inc. (“NHEC”), Public Service Company of New Hampshire d/b/a
Eversource Energy (“Eversource”), and Unitil Energy Systems, Inc. d/b/a Unitil-NH Electric Operations
(“Unitil Electric”) (hereinafter referred to as the “NH Electric Utilities”), and Liberty Utilities

(EnergyNorth Natural Gas) Corp. d/b/a Liberty Utilities (“Liberty Gas”), and Northern Utilities, Inc.

d/b/a Unitil-NH Gas Operations (“Unitil Gas”)

(hereinafter referred to as the “NH Natural Gas Over the last few decades, New Hampshire’s energy

efficiency programs have achieved significant

Utilities”). . ,

energy savings for the state’s

electric and natural gas customers.
Energy efficiency is emission free and the lowest-

cost resource available to utilities, customers, and states. Every kilowatt-hour (“kWh”) or million
natural gas British Thermal Units (“MMBtu”) saved through New Hampshire’s energy efficiency

programs helps the NH Utilities achieve deeper energy savings, reduce harmful greenhouse gas

1 Hereinafter, the word “customer” will be understood to mean both utility customers and New Hampshire Electric Cooperative
members.
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Executive Summary

(“GHG"”) emissions, save customers money, and mitigate the need to generate additional power. The
NH Utilities designed the 2021-2023 Plan to scale up energy savings and program participation, create
and promote new and existing “on ramps” to energy efficiency to attract customers, diversify program
offerings, tailor marketing solutions and incentives, and broaden outreach to customers and local

communities.

Since 2002, New Hampshire’s electric and natural gas customers have installed energy efficiency
measures that have resulted in lifetime savings of more than 19.1 billion electric kWh and 45.7

MMBtu. This results in a cumulative customer savings in excess of $3.4 billion.

The NH Utilities are proud to deliver innovative energy-

.. . . . . The New H hi

efficient solutions to customers—residential, municipal, and € New rampshire energy
efficiency industry supports a

C&I—throughout the state. The NH Utilities are well trusted robust local and state

and recognized for their ability to work together, and with workforce. |

stakeholders, legislators, and regulators, to provide continuity
in delivering cost-effective energy efficiency solutions across the state facilitated under the NHSaves™
Programs (“NHSaves Programs”) brand. The NH Utilities are prepared to help customers achieve
increased energy efficiency savings in 2021-2023 in furtherance of the Energy Efficiency Resource
Standard (“EERS”), established by the New Hampshire Public Utilities Commission (“Commission”), and

other state energy policies (see Chapter One).

The NH Utilities have designed a dynamic energy efficiency framework to help reduce energy demand
and achieve significant energy savings over the next three-year period. The NH Utilities remain focused
on directing customers’ attention to how they use energy and to provide them accessible paths to
saving energy and money over the next three years. The 2021-2023 Plan will provide the following

results:

e More Customer Energy Savings. The 2021-2023 NHSaves Programs will result in customer

energy cost savings of more than $1.3 billion over the lifetime of the measures.
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Executive Summary

e Increased Energy Savings. During the 2021-2023 term, NHSaves Programs will result in savings
of 6.7 billion electric kWh and 9.6 million natural gas MMBtu over the lifetime of installed
energy-saving measures. In addition, New Hampshire’s 2021-2023 energy efficiency programs

will save 8.3 million MMBtu from other fuels, such as oil and propane.

¢ Increased Peak Demand Reduction Savings. The NHSaves Programs result in passive demand
reduction savings that will reduce summer peak demand by 64.0 megawatts (“MW”) and winter

peak demand by 57.2 MW. The NHSaves Active Demand

Reduction programs will reduce summer peak by an additional 2021-2023 Plan programs

67.7 MW. will reduce GHG emissions by
3.8 million tons.

e Stronger State Economy. New Hampshire’s energy efficiency —tl

investments help support the state’s economy in multiple ways.
Energy efficiency contractors are necessarily local, so most of the NHSaves Programs funds
invested in residential weatherization and other efficiency measures stay in the New Hampshire
economy. In turn, lower energy bills free up participating residential customers’ household

budgets, to be directed to other needs, goods and services.

Participating C&I customers will lower their energy bills, allowing owners to invest in other

company operations, such as labor, materials, and other business-related resources. Energy
savings that result from municipal building projects lead to a more efficient use of taxpayer
dollars in the community. Funds once allocated to energy costs can now be utilized for

increased public services, such as education, health and safety, and public libraries.

e Highly-Trained Workforce. The NH Utilities plan to continue providing workforce development

opportunities to the growing local labor workforce that supports the implementation of energy
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efficiency solutions throughout the state. The 2021-2023 NHSaves Programs will support 4,673

full-time equivalents (“FTEs”) or 9.7 million work hours.?

e Cleaner Environment. The energy savings from the NHSaves Programs protect the public health
and environment through significant reductions in carbon dioxide, air-polluting sulfur and
nitrous oxides, and other air pollutant emissions. The 2021-2023 NHSaves Programs will
provide a lifetime reduction of more than 4.4 million tons of GHG emissions, the equivalent of

taking 949,313 passenger vehicles off the road for one year.3

2 According to a study from the Political Economy Research Institute (“PERI”) of the University of Massachusetts at Amherst (2019),
every million dollars spent on energy-efficient measures, such as building retrofits, supports 6.2 direct jobs, 2.7 indirect jobs, and 3.3
induced jobs. See Pollin, R., Wicks-Lim, J., Chakrabortu, S., Hansen, T. A Green Growth Program for Colorado. Study available at:
https://www.peri.umass.edu/publication/item/1168-a-green-growth-program-for-colorado.

3 Utilizing the Environmental Protection Agency’s Greenhouse Gas Equivalencies Calculator. Retrieved from:
www.epa.gov/energy/greenhouse-gas-equivalencies-calculator.
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Chapter One: New Hampshire’s Energy Efficiency Programs

Chapter One: New Hampshire’s Energy Efficiency
Programs

The 2021-2023 Plan reflects a coordinated and integrated planning effort among the
six NH Electric and Natural Gas Utilities, with significant input from a diverse array of

energy efficiency stakeholders, contractors, and customers.

The NH Utilities worked extensively and collaboratively with members of the Energy Efficiency and
Sustainable Energy (“EESE”) Board’s EERS Committee, Commission Staff and the stakeholder consultant
to develop an energy efficiency and demand management plan that is consistent with the state’s
energy policies and legislation, including the EERS. During the

2021-2023 term, the NH Utilities will remain focused on

implementing high-quality energy efficiency programs that

drive energy savings, save customers money, reduce the need

for additional capacity investments, and help protect the

environment through reduced electricity, natural gas, and

delivered fossil fuel consumption.

The 2021-2023 Plan is a strategic guide for the NH Utilities to

deliver multiple energy efficiency and demand management programs and initiatives designed for
residential, commercial, municipal, and industrial customers. These programs, taken together as an
integrated whole, will achieve significant energy savings, protect the environment, help businesses
operate more efficiently, and help lead the state into the next decade as a leader in energy efficiency.
For the 2021-2023 term, the NH Utilities remain focused on scaling up participation and energy savings
for the NHSaves Residential and C&I Programs and will work together to seamlessly deliver customer-
centric solutions under the NHSaves brand. As noted in the C&I and Residential sector chapters of this
2021-2023 Plan, the NH Utilities will support these objectives by designing programs that can be

modified quickly to address changing energy code standards, customer demand, emerging
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Chapter One: New Hampshire’s Energy Efficiency Programs

technologies, and economic conditions affecting customers, vendors, and the energy efficiency

marketplace.

1.1 NHSaves Programs

New Hampshire’s energy efficiency programs are jointly marketed

by the NH Utilities under a statewide umbrella marketing brand—

NHSaves. Through this collaboration, the NH Utilities deliver innovative, award-winning programs on a
statewide marketing platform ensuring continuity in branding and messaging, consequently increasing
brand recognition and customer awareness of the programs. The NHSaves.com website serves as the
statewide information portal where customers can learn about incentives and services offered through

the NHSaves Programs.

1.2 State Enerqgy Policy

1.2.1 Energy Efficiency Resource Standard

In August 2014, the Commission initiated an informal, non-adjudicative stakeholder process to develop
a framework, the EERS, within which the NHSaves Programs would be implemented. The process
resulted in an eighteen-month dialogue among the Commission, the NH Utilities, and numerous
stakeholders. In 2016, the state’s first EERS was established through a settlement agreement filed with
the Commission.* The EERS is the framework within which the NHSaves Programs have been
implemented since 2018, and requires the NH Utilities to file triennial plans, to pursue annual savings

goals, and to achieve the long-term objective of achieving all cost-effective energy efficiency.

Coincident with the EERS, the Commission also established a recovery mechanism to compensate the
NH Utilities for lost revenue resulting from the implementation of NHSaves Programs under the EERS.
The NH Utilities file annual updates with the Commission regarding any necessary changes that need to

be made to the Systems Benefit Charge (“SBC”) or Local Delivery Adjustment Clause (“LDAC”), the

4 State of New Hampshire Public Utilities Commission. DE 15-137. Order No. 25,392: Energy Efficiency Resource Standard, Aug. 2, 2016.
Available at: https://www.puc.nh.gov/Regulatory/Orders/2016orders/25932e.pdf.
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Chapter One: New Hampshire’s Energy Efficiency Programs

primary funding mechanisms for the NHSaves Programs. The SBC and LDAC are nominal charges on

customers’ electric and natural gas utility bills, respectively.

During the state’s transition to the EERS, the Commission extended for an additional year the approved
2015-2016 NHSaves Programs (i.e., the program implementation and established annual savings
targets for the 2017 program year). On January 2, 2018, the Commission approved the implementation
of the NH Utilities’ first three-year plan (“2018-2020 Plan”).®> The NH Utilities filed plan updates in
September 2018 (“2019 Plan Update”) and September 2019 (“2020 Plan Update”) to realign energy-
saving goals and program budgets with the Commission-approved 2018-2020 Plan. The 2021-2023 Plan

is the second triennial plan filed by the NH Utilities under the EERS.

1.2.2 New Hampshire’s 10-Year State Energy Strateqy

In April 2018, New Hampshire Governor Christopher T. Sununu and the New Hampshire Office of
Strategic Initiatives (“OSI”) released the New Hampshire 10-Year State Energy Strategy (“Strategy”) in
compliance with state legislation and statute.® The Strategy established 11 statewide goals that should
be pursued to better meet residential and C&I customers’ needs, including prioritizing all cost-effective
energy policies and achieving environmental protection that enables economic growth. The Strategy
noted that, “[ilnvesting in efficiency boosts the state’s economy by creating jobs and reducing energy
costs for consumers and businesses.” During the 2021-2023 term, the NH Utilities will vigorously
pursue cost-effective strategies to lower customers’ energy bills, decrease demand for new generation

capacity on the electric and natural gas systems, and to reduce air pollutant emissions.

1.3 Energy Efficiency and Sustainable Energy Board

In 2008, New Hampshire’s legislature created the EESE Board to promote and coordinate energy

efficiency, demand response, and other sustainable energy programs in the state.” The EERS

5 State of New Hampshire Public Utilities Commission. DE 17-136. Order No. 26,905: 2018-2020 New Hampshire Statewide Energy
Efficiency Plan, Jan. 2, 2018. Available at: https://www.puc.nh.gov/Regulatory/Orders/2018orders/26095e.pdf.

6 New Hampshire Office of Strategic Initiatives. New Hampshire 10-Year State Energy Strategy. Apr. 2018. Available at:
https://www.nh.gov/osi/energy/programs/documents/2018-10-year-state-energy-strategy.pdf.

7 RSA 125-0:5-a; Oct.1, 2008.
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Chapter One: New Hampshire’s Energy Efficiency Programs

Committee of the EESE Board serves as the primary stakeholder body in the development of the NH

Utilities” triennial plans.

The EERS Committee met twice a month from November of 2019 to August of 2020 for a total of 20
stakeholder meetings to discuss EERS savings targets, budgets, program design, marketing approaches,
development of new elements such as codes and standards savings and energy optimization, changes
in the lighting market, the three-year plan structure and other related topics. Participating in the
meetings were EERS Committee members, the stakeholder consultant, NH PUC Staff and other
interested members of the public. Three of the meetings were specifically designed to gather
comments and feedback from members of the public who were not able to devote time to the full
committee process. The stakeholder consultant held 11 additional meetings with NH Utility staff for
deeper review and discussion on program design and implementation elements, and then reported out

the results and recommendations from those meetings to the full EERS Committee.

The work of the NH Utilities and the EERS Committee shifted forums with the onset of the COVID-19
pandemic, as meetings and discussion moved to a remote format starting in March. The pandemic has
had a significant impact on customers and program implementation in 2020 and pandemic-related
impacts will likely continue well into the 2021-2023 Plan performance period. The NH Utilities worked
with the Committee, Commission Staff and the Commission, resulting in Order No 26,375, adjusting
the filing schedule to allow more time for analysis, adjustment, and discussion related to the
pandemic’s impacts. The NH Utilities submitted a Draft Plan to the Committee on April 1, 2020,
received feedback and had additional discussion with the Committee about that feedback. A Second

Draft was submitted to the Committee on July 1, 2020.

This 2021-2023 Plan is the result of additional feedback and discussion on the July 1st Draft, as well as
a culmination of the full 10 months of substantive stakeholder process. The EERS Committee voted 11-
0 in unanimous support of the Plan approach at its August 10, 2020 meeting and the EESE Board voted

9-2 in support of the Plan approach at its August 14, 2020 meeting.
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Chapter One: New Hampshire’s Energy Efficiency Programs

1.4 2021-2023 Plan Goals

With more than two decades of experience in jointly operating successful energy efficiency programs
across the state, the NH Utilities have the expertise, infrastructure, and relationships in place to meet
the EERS program goals for the 2021-2023 term. During the 2018-2020 term, the NH Utilities are

pursuing increased energy efficiency savings goals under the EERS.

To meet the 2021-2023 EERS goals laid out in this Plan, the NH Utilities will develop new market-
friendly offerings and heavily promote existing programs to increase customer participation and drive
energy savings. Between 2021 and 2023, the NH Utilities will achieve cumulative energy savings of five
percent of the NH Electric Utilities’ 2019 kWh delivery sales and three percent of the NH Natural Gas
Utilities” 2019 MMBtu delivery sales. The data in Tables 1-1 and 1-2 provide a comparison to the 2018-
2020 Plan.

Table 1-1: Comparison to 2018-2020 Plan (Electric)

2018-2020 Plan 2021-2023 Plan

Electric Programs

Cumulative Lifetime MWh Savings 4,038,590 6,681,441
Cumulative Annual MWh Savings 334,273 525,333
Cumulative Annual Savings as a % of 2019 3.2% 5.0%
Delivery Sales
Cumulative Program Funding S$154,142,047 $350,828,573
Program Cost per Lifetime kWh Savings $0.038 $0.053

Table 1-2: Comparison to 2018-2020 Plan (Natural Gas)

Natural Gas Programs

2018-2020 Plan

2021-2023 Plan

Cumulative Lifetime MMBtu Savings 7,509,343 9,619,232
Cumulative Annual MMBtu Savings 525,575 753,581
Cumulative Annual Savings as a % of 2019 2.1% 3.0%
Delivery Sales
Cumulative Program Funding $31,396,650 $41,882,264
Program Cost per Lifetime MMBtu Savings $4.18 $4.35

2021-2023 Plan filed September 1, 2020
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Chapter One: New Hampshire’s Energy Efficiency Programs

1.5 2021-2023 Plan Priorities

For the 2021-2023 term, the NH Utilities are focused on scaling up A C E E E

energy savings and increasing customer participation in the NHSaves American Gounclfor &n Energy-Effent Economy

Programs. New Hampshire was ranked twentieth in the American Council for an Energy-Efficient
Economy’s (“ACEEE”) 2019 State Energy Efficiency Scorecard (“Scorecard”), a one-place improvement
from the 2018 and 2017 Scorecards.® In the portion of the Scorecard for Utility and Public Benefits
Program and Policies, New Hampshire was ranked thirteenth. In preparation for the 2021-2023 Plan
filing, the NH Utilities reviewed other states’ energy efficiency portfolios to determine additional
opportunities to modify, improve, and lead the NHSaves Programs toward cost-effective,

comprehensive energy savings over the next three years, and improve the state’s ACEEE ranking.

The 2021-2023 Plan’s program offerings and incentives are designed to increase New Hampshire’'s
leadership in energy efficiency and demand management programs. Market trends, new federal
regulations and policies, changing state building codes, emerging technologies, and baseline studies
were all incorporated into the NH Utilities’ planning process. In addition, the NH Utilities used
evaluation results during the 2018-2020 term to help steer the NHSaves Programs toward greater

efficacy while driving energy savings, GHG emissions reductions, and increased economic benefits.

The NH Utilities developed the following 2021-2023 Plan priorities building on discussions with the

EERS Committee and its consultant. The order of this list does not necessarily correlate to prioritization.

Priority One: Commitment to Deliver Cost-Effective Energy Efficiency

Energy efficiency is emissions free and is the lowest-cost energy resource available to New
Hampshire’s homes, businesses, and municipalities. The NH Utilities recognize that it is imperative to
communicate the important benefits that energy efficiency provides to customers and to motivate

them to actively pursue all cost-effective energy efficiency measures and behaviors. The 2021-2023

8  ACEEE. 2019 State Energy Efficiency Scorecard. Rel. Sep. 2019. Available at: https://www.aceee.org/sites/default/files/pdf/state-
sheet/2019/new-hampshire.pdf.
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Chapter One: New Hampshire’s Energy Efficiency Programs

term represents a continued increase in electric, natural gas, and fuel-neutral energy savings in New
Hampshire.

Figure 1-1: Electric Programs Over Time

Figure 1-2: Natural Gas Programs Over Time
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Chapter One: New Hampshire’s Energy Efficiency Programs

Throughout the 2021-2023 term, the NH Utilities plan to deliver tailored, comprehensive solutions to
customers that will drive electric and natural gas savings. The electric programs are deliberately
expanding beyond lighting measures, which have provided an inexpensive and relatively easy means of

reducing electricity use for the past decade.

For the C&I Programs, “tailored, comprehensive solutions” will involve testing various channels,
incentive models, and strategies to identify more precisely what motivates customers and contractors
to implement comprehensive energy-saving projects. The NH Utilities will explore offering a tiered
incentive design focused on the delivered energy savings of an entire project, rather than the current
approach of incentivizing single measures. For the 2021-2023 term, the NH Utilities will continue to
offer cost-sharing comprehensive audits and determine if this incentivizes more C&I customers to

invest in deeper energy-saving projects.

The NH Utilities will promote comprehensiveness in the 2021-2023 Residential Programs through the
introduction and heavy promotion of multiple “on ramps” to energy efficiency (referenced in Priority
Three) that will be utilized to encourage investment in multiple-measure projects over the next three-

year period.

Priority Two: Provide Significant Benefits to New Hampshire’s Economy

New Hampshire’s energy efficiency investments help support the state’s economy in multiple ways.
Delivering cost-effective energy efficiency programs to customers helps lower energy bills, generates
local jobs, reduces the energy dollars that go toward out-of-state energy generation, and increases the
guality of the state’s building stock. Businesses can invest energy savings toward making their
companies more profitable, and into operations and personnel. Towns and cities can use taxpayers’
dollars to fund critical infrastructure projects and public services. Homeowners, particularly limited-
income customers, can use their energy savings toward their most critical needs, with their dollars

staying in the local economy.
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Chapter One: New Hampshire’s Energy Efficiency Programs

Priority Three: Increasing Participation through New and Expanded Program
Pathways

The NH Utilities remain focused on transforming the way customers think about and use energy by
providing them a variety of innovative energy efficiency services and information that will help them to
better manage their energy use and costs, moving them toward adoption of efficiency measures as a
standard practice. The NH Utilities will effectively scale up the NHSaves Programs to increase energy
savings and program participation by introducing or reinforcing multiple “on ramps” with varied levels
of participation requirements for different customer types. These new or more heavily promoted
program pathways create easily accessible avenues for customers to achieve energy savings. Through
targeted marketing efforts, the NH Utilities can re-engage these customers to purchase additional

energy-efficient equipment, use that equipment more effectively, and dive deeper into energy savings.

The NHSaves Residential Programs will introduce or more heavily promote several pathways, including:
code-plus initiatives, online platforms, single-measure rebates, energy kits, and visual audits. For the
C&I sector, the NH Utilities will encourage additional participation through the expansion of their
“Main Street” efforts and community outreach initiatives, as well as the creation of standard marketing

collateral targeting C&I customers and market segments (see Priority Four).

Priority Four: Offer Effectively-Packaged Solutions to Engage Customers

To increase program participation and energy savings, the NH Utilities must effectively market and
package energy efficiency solutions to residential, municipal, and C&I customers. During the 2021-2023
term, the NH Utilities will expand midstream and point-of-purchase rebate offerings for the NHSaves
Residential Programs, as well as include additional tiers and bonus incentives for the residential new

construction marketplace.

For the NHSaves C&I Programs, the NH Utilities will create standard offer marketing pieces, such as sell
sheets and presentations, specifically developed for target C&| market segments and end-use
equipment. These tailored marketing collateral packages will make it easier for customers to
understand the potential incentives and estimated energy savings associated with common high-

efficiency measures applicable to their specific type of business, such as a marketing package for
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Chapter One: New Hampshire’s Energy Efficiency Programs

restaurants presenting light-emitting diode (“LED”) fixtures and controls and commercial refrigeration,

kitchen, and heating, ventilation, and air conditioning (“HVAC”) equipment.

Priority Five: Develop and Implement a Workforce Development Strategy

A skilled workforce is a critical component of successfully moving the state toward the EERS’ increased
energy savings goals. The NH Utilities will work with an experienced vendor, as well as knowledgeable
and interested New Hampshire stakeholders to train and recruit a qualified energy efficiency
workforce. The NH Utilities will also leverage regional activities, best practices and research to inform
the workforce development strategy. If needed, the strategy will also be supplemented by a needs
assessment or additional research to better understand workforce barriers specific to New Hampshire.
In particular, the NH Utilities will be closely examining the outcome of the COVID-19 pandemic on the
New Hampshire workforce. The NH Utilities anticipate working more closely with key state agencies,
such as the NH Employment Security Office, and the community college system, in order to develop
this comprehensive workforce development strategy for (re)building the energy efficiency workforce.
For more information regarding the NH Utilities’ workforce development plan, please see Chapter

Nine.

Priority Six: Increase Outreach to Main Streets, Municipalities and Rural Areas

For both the Residential and C&I sectors, the NH Utilities will expand efforts to reach customers in
hard-to-serve and rural communities, including municipalities, businesses, and residential customers.
Part of the NH Utilities’ strategy will consist of building a community network of energy champions that
includes municipal representatives, sustainability groups, energy committees, and economic
development commissions. In addition, the NH Utilities plan to expand Main Streets efforts and

community blitzes to further engage local businesses and community groups.

Priority Seven: Upgrading Weatherization Systems and Data Sharing

The NH Utilities are currently working to expand and refine the capabilities of Information Technology
(“1T”) data sharing, energy modeling and tracking systems for certain statewide programs. For the

NHSaves Residential weatherization programs, the home audit and tracking system will be upgraded
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Chapter One: New Hampshire’s Energy Efficiency Programs

and deployed in 2021, which will allow the NH Utilities to streamline contractor interactions and

provide better energy-savings information to customers.

In the December 13, 2018 settlement, Eversource agreed to review further integration of Green Button
Connect My Data, which allows utility customers to automate the secure transfer of their own energy
usage data to third parties, based on affirmative (opt-in) customer consent and control.® Each of the
regulated NH Utilities has been investigating the IT requirements and deployment costs associated

with the sharing of customer energy use data.

Priority Eight: Implement Effective Active Demand Reduction Strategies

Effective demand-reduction strategies can help reduce
energy prices and price spikes during summer. For the 2021-
2023 term, the NH Electric Utilities will develop and deploy
several Active Demand Reduction (“ADR”) strategies to
flatten peak loads, improve system load factors, and reduce

costs for all electric customers.

The NH Electric Utilities plan to implement two C&I ADR offerings: Load Curtailment and Storage
Performance. The Load Curtailment offering will be technology agnostic and allow customers to earn
an incentive based on their curtailment performance. The Storage Performance offering consists of a
bring-your-own device (“BYOD”) offering for C&I customers with behind-the-meter storage.
Participating customers will earn a performance-based incentive for responding to peak demand

events initiated or called by their respective NH Electric Utility.

For the 2021-2023 term, the NH Electric Utilities will include two residential ADR offerings: Battery

Storage and wirelessly communicating (“Wi-Fi”) Thermostat Direct Load Control (“DLC”). In addition, the

9 The Green Button initiative is an industry-led effort that responded to a 2012 White House call-to-action to provide utility customers
with easy and secure access to their energy usage information in a consumer-friendly and computer-friendly format for electricity,
natural gas, and water usage. Customers are able to securely download their own detailed energy usage with a simple click of a literal
“Green Button” on utility websites. US DOE, “Green Button”. Available at: https://www.energy.gov/data/green-button.
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NH Electric Utilities will explore implementing an Electric Vehicle (“EV”) pilot. The Battery Storage
offering will incentivize participants to discharge stored energy from their batteries in response to a
signal from their NH Electric Utility. DLC offering participants will be incented to allow brief, limited
adjustments to their Wi-Fi thermostats during periods of peak demand. If implemented, the EV
measure would utilize incentive strategies to reduce charging demand during peak hours. The NH
Utilities will explore this program offering and implement it if deemed feasible during the 2021-2023

term.

For more information regarding the NH Utilities” Residential and C&I ADR offerings, see Chapter Five.

Priority Nine: Implementing an Energy Optimization Pilot

Energy optimization is an energy resource framework that guides customers to make the most efficient
use of all energy sources: for heating and cooling, electrification, charging, and even transportation,
while maximizing energy and non-energy benefits. With this Plan, the NH Utilities are proposing an
Energy Optimization pilot, based on learnings from pilots and programs in other states and from work
performed by NHEC. The NHSaves pilot will be focused on conversions from delivered fossil-fuel
systems to higher-efficiency electric heating and cooling systems. The pilot will be carefully evaluated
in order to guide future decisions on expanding to a full-scale program and to assess the benefits of
energy optimization to customers and the electric grid. For more information on the NH Utilities’

Energy Optimization pilot, see Chapter Seven.

Priority Ten: Increase Energy Efficiency Portfolio Savings from Non-Lighting
Measures

The NH Utilities have carefully considered and accounted for the significant ongoing changes in the
residential and C&lI lighting marketplaces in the development of the Plan. The NH Utilities’ strategy is
to actively seek out cost-effective, non-lighting measures wherever possible to provide a robust
portfolio during the 2021-2023 term. Several factors were considered to make this determination,
including significant discussion with stakeholders at EERS Subcommittee working sessions, as well as
among members of the Evaluation, Measurement and Verification (“EM&V”) Working Group. Most
influential in this decision were the federal roll-back of minimum efficiency standards for lighting (see
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Section 4.1.3 for a full discussion), results from the Energy Efficiency Baseline and Potential study and
other studies conducted in the region (see Section 10.4 for a full discussion), and the need to pursue

comprehensive energy efficiency projects to capture all achievable energy savings.

Despite the federal roll-back of minimum efficiency standards, the lighting market has continued to
drive the transition to LEDs in the marketplace. In order to help maintain and accelerate the strong
demand for high-efficiency ENERGY STAR LED technologies, the NH Utilities will continue to
aggressively support and incentivize energy-efficient bulbs and fixtures for the NHSaves Residential
Programs through the end of 2021. Beginning in 2022 and depending on how the marketplace
responds to the relaxed federal standards, the NH Utilities will transition program support to discount

retailers focused on reaching the last-to-adopt and hard-to-reach customers.

For the NHSaves C&I Programs, an emphasis on contractor trainings and the introduction of tiered
incentives should encourage comprehensiveness in energy efficiency projects and increase the share of

energy savings from non-lighting measures during the 2021-2023 term.

1.6 Benefits of Energy Efficiency Programs

The NHSaves Programs provide significant value to all customers, both participants and non-
participants. As noted in the Executive Summary section, the benefits associated with improving the
energy performance of residential and C&I buildings and facilities are numerous and include reduced
GHG emissions, direct energy and cost savings, direct and indirect jobs creation, lower municipal
spending, reinvestment in local New Hampshire communities, and a variety of other non-energy

benefits.

Participation in the NHSaves Programs delivers additional benefits, such as lower asthma rates and
other health-related improvements due to better air quality (indoor and outdoor). In addition,
businesses can realize improved performance and productivity due to the installation of high-efficiency
equipment, such as LED lighting controls and commercial kitchen equipment. Other non-energy

benefits include: increased comfort, reduced maintenance costs, improved building value, and
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healthier buildings in which homeowners or renters are spending a significant portion of their day,

whether working or relaxing at home.

1.6.1 Direct Energy Savings and Demand Reduction

Since 2002, New Hampshire electric and natural gas customers have installed energy efficiency
measures that have saved more than 19.1 billion electric kWh and 45.7 million natural gas MMBtu,
resulting in cumulative customer savings in excess of $3.4 billion. Furthermore, the 2019 Independent
System Operator-New England (“ISO-NE”) Energy Efficiency Forecast found that energy efficiency
programs in New England will save over 2,460 MW of peak demand from efficiency projects installed
between 2020 and 2028.1° The 2021-2023 NHSaves Programs will save 6.7 billion electric kWh and 9.6
million natural gas MMBtu. In addition, the 2021-2023 NHSaves Residential and C&I Programs will save
8.3 million MMBtu from other fuels, such as oil and propane. Over the lifetime of these measures, this

will result in customer cost savings of more than $1.3 billion.

1.6.2 Cost Savings

Energy efficiency program participants receive significant direct benefits from energy efficiency
programs; however, all customers benefit from the reduction in energy consumption through
efficiency and conservation resulting from NHSaves Programs. Energy efficiency improvements can
defer the costs of building new power plants and are less expensive than new energy generation.
According to the US Energy Information Administration (“EIA”), nationwide residential and commercial
sector energy efficiency improvements were responsible for partially offsetting increasing energy
demand resulting from the country’s higher growth rates in population, number of households, and

commercial floorspace.!!

10 1SO New England, Inc. Final 2019 Energy Efficiency Forecast. May 12, 2019. Available at: https://www.iso-ne.com/static-
assets/documents/2019/04/eef2019 final fcst.pdf.
11 EIA. Annual Energy Outlook 2020. Available at: https://www.eia.gov/outlooks/aeo/.
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1.6.3 Environmental Benefits

Energy efficiency programs help reduce energy consumption, which in turn reduces the amount of
fossil fuels burned by power plants. This reduces GHG emissions that contribute to climate change and
air pollution across the region, thereby helping to minimize the cost of mitigation at the state and
federal level. Since inception, the NHSaves Programs have helped reduce GHG emissions by more than
11.8 million tons, the equivalent of taking 2.6 million passenger vehicles off the road for one year. The
2021-2023 NHSaves Programs will lead to a reduction of more than 4.4 million tons of GHG emissions,

the equivalent of taking 949,313 passenger vehicles off the road for one year.

1.6.4 Economic Benefits

Spending on energy efficiency services and technologies supports the local workforce in New
Hampshire. For every million dollars spent on energy-efficient measures, such as building retrofits or
nhew equipment, an estimated 6.2 direct jobs and 2.7 indirect jobs are supported.!? Using this

calculation, the 2021-2023 NHSaves Programs will support 4,673 FTEs or 9.7 million work hours.

Direct jobs are defined as those that perform energy services or install equipment in a home or a
building, such as a home energy auditor, installation contractor, or energy service company. Typically,
direct jobs in the energy efficiency industry are located close to where building retrofits and new
construction take place, thereby stimulating the local economy. Indirect jobs are defined as those that
supply direct-install companies with the equipment needed for building retrofits and construction,
such as high-efficiency commercial kitchen equipment, insulation, LED lighting and controls, and

refrigeration equipment.

Across the state, the NH Utilities work directly with approximately 1,200 architects, builders,

distributors, electricians, energy auditors, engineers, energy service companies, retailers, and other

12 Ppollin, R., Wicks-Lim, J., Chakrabortu, S., Hansen, T. A Green Growth Program for Colorado. Available at:
https://www.peri.umass.edu/publication/item/1168-a-green-growth-program-for-colorado.
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energy efficiency professionals. As noted in Priority Five, the NH Utilities are developing a regional

comprehensive plan to facilitate workforce development strategies for the energy efficiency industry.

1.7 2021-2023 Program Goals

Table 1-3: Electric Program Annual Savings, by Utility

2022

Electric Annual Savings (MWh)

2023

2021-2023

Percentage of
3-year Savings

Eversource 110,672 130,959 160,737 402,368 77%
Liberty Electric 13,074 14,488 16,624 44,185 8%
NHEC 9,144 8,382 7,874 25,400 5%
Unitil Electric 15,914 17,150 20,315 53,380 10%

Total 148,804 170,978 205,551 525,333 100%

Table 1-4: Electric Program Annual Savings, by Sector

2022

Electric Annual Savings (MWh)

2023

2021-2023

Percentage of
3-year Savings

C&I and Municipal 117,997 146,379 180,990 445,365 85%
Residential 28,176 21,264 20,530 69,970 13%

Income-Eligible 2,631 3,336 4,031 9,998 2%
Total 148,804 170,978 205,551 525,333 100%

Table 1-5: Natural Gas Program Annual Savings, by Utility

Natural Gas Annual Savings (MMBtu)

2022

2023

2021-2023

Percentage of
3-year Savings

2021-2023 Plan filed September 1, 2020

Liberty Gas 153,886 191,719 219,574 565,179 75%

Unitil Gas 44,150 61,938 82,314 188,402 25%

Total 198,036 253,657 301,888 753,581 100%
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Table 1-6: Natural Gas Program Annual Savings, by Sector

2022 2023 2021-2023

Natural Gas Annual Savings (MMBtu)

Percentage of
3-year Savings

C&l and
. 129,917 151,159 177,362 458,438 61%
Municipal
Residential 58,569 91,891 112,498 262,959 35%
Income-Eligible
9,550 10,606 12,028 32,184 4%
Total 198,036 253,657 301,888 753,581 100%

1.8 Energy Efficiency Program Funding

1.8.1 Electric Energy Efficiency Funding

There are three main funding sources for the NHSaves electric programs: (1) a portion of the SBC that

is applied to the electric bills of all customers receiving delivery service from one of the NH Electric

Utilities; (2) a portion of the Regional Greenhouse Gas Initiative (“RGGI”) auction proceeds; and (3)

proceeds earned by each of the NH Electric Utilities from ISO-NE for participation in ISO-NE’s Forward

Capacity Market (“FCM”).

All electric utility FCM revenues are derived from the NH Utilities’ energy efficiency programs and

support NHSaves electric programs. Any balance of funds, positive or negative, from prior program

years is carried forward to future years. This includes interest applied on the monthly balance at the

prime rate. The NH Utilities have either estimated prior year carryforwards for calculation of 2021-

2023 funding or intend to utilize all prior year funding within the 2020 program year or for additional

on-bill loan capital. Any transfers of 2020 funding between programs or to loan funds will follow

applicable requirements for notification and/or approval under DE 17-136 and the approved 2020 Plan

Update. True-up of actual carryforward from 2020 will take place with the 2020 Annual Report and, if

needed, the following SBC or LDAC rate adjustment.

2021-2023 Plan filed September 1, 2020
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The Commission’s staff provides an estimate of RGGI revenue figures to be dedicated to the energy

efficiency programs. ISO-NE’s FCM revenues are estimated based on the market price for passive

demand savings and the obligation of each NH Electric Utility during the two commitment periods

covered by calendar years 2021-2023. These figures differ by each NE Electric Utility and can be subject

to adjustment based on actual performance.

Table 1-7: Electric Program Funding

HEA
pLopk] Sector Carryover Carryover RGGI FCM SBC Funds Total
Eversource Residential S0 S0 $377,341 | $1,557,889 | $20,673,489 | $22,608,719
C&l SO SO $1,531,542 | $3,635,073 | $46,577,169 | $51,743,785
NHEC Residential | $407,827 S0 $34,612 $30,000 $3,934,561 | $4,407,000
C&l $28,157 SO $172,873 $70,000 $2,710,970 | $2,982,000
Liberty Residential | $598,262 $19,796 $44,153 $263,079 | $1,636,452 | 52