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INTRODUCTION

1 Introduction

1.1 Executive Summary

The Narragansett Electric Company d/b/a Rhode Island Energy (Rhode Island Energy or the Company)
submits this 2023 Annual Energy Efficiency and Conservation Procurement Plan (referred to as the
“2023 Plan” throughout) as the third annual plan submitted within the fifth triennial plan (2021-2023
Three Year Energy Efficiency and Conservation Procurement Plan?) in fulfillment of The Comprehensive
Energy Conservation, Efficiency and Affordability Act of 2006.2

On May 25, 2022, PPL Rhode Island Holdings, LLC, a wholly owned indirect subsidiary of PPL Corporation
(PPL), acquired 100% of the outstanding shares of common stock of The Narragansett Electric Company
from National Grid USA (National Grid) (the Acquisition) and simultaneously rebranded the Rhode
Island-based utility as Rhode Island Energy. While the underlying Company is the same (i.e.,
Narragansett Electric Company), the Acquisition brings a new vision, mission, and value statement to the
Company.

Energy efficiency is critical to the Company’s objectives of improving reliability, customer satisfaction,
affordability, and sustainability. Both program participants and customers benefit from energy efficiency
programs. Customers who directly participate in energy efficiency programs save energy and see direct
cost savings in the form of lower energy bills. Energy efficiency can also lower long-term base load and
peak demand, thereby reducing the need for additional generation, distribution, and transmission
infrastructure. These avoided costs benefit all customers regardless of direct participation in the
Company's energy efficiency programs.

The 2021 Act on Climate? sets forth enforceable statewide, economy-wide greenhouse gas emissions
reduction mandates, requiring Rhode Island to reduce greenhouse gas emissions by 45% below 1990
levels by 2030, 80% by 2040, and achieve net-zero emissions by 2050.* In 2022, Rhode Island updated its
Renewable Energy Standard to require 100% of Rhode Island’s electricity to be offset by renewable
energy by 2033.° Energy efficiency has long been recognized as often the most cost-effective way to

L http://rieermc.ri.gov/wp-content/uploads/2020/10/2021-ap-only-2021-ap-and-2021-2023-3yp-combined-
filing.pdf

2 See Least-Cost Procurement Statute, Rhode Island General Laws (RIGL) § 39-1-27.7:
http://webserver.rilin.state.ri.us/PublicLaws/law21/law21224.htm

3RIGL § 42-6.2: http://webserver.rilin.state.ri.us/Statutes/TITLE42/42-6.2/INDEX.htm

4 For more information about the 2021 Act on Climate, visit: www.climatechange.ri.gov/aoc

5H-7277 A amending RIGL § 39-26-4 and RIGL § 39-26-6:
http://webserver.rilin.state.ri.us/BillText/Bill Text22/HouseText22/H7277A.pdf




meet customers’ energy needs and a foundational element of any approach for meeting our climate
mandates and renewable energy strategies cost-effectively.®

In the 2023 Plan, Rhode Island Energy proposes a $144.6M total investment in electric and gas efficiency
programs.’ This investment is anticipated to save 6,030,555 net lifetime MMBtu and 632,499 net annual
MMBtu across all fuels. Including other system and societal impacts, like the 72,705 short tons of carbon
dioxide avoided in 2023 from the energy saved,® we anticipate this investment to generate $444.5M in
total net benefits. The majority of this investment is delivered to customers via a vast network of local
and regional vendors, contractors, and suppliers, further driving local economic activity.®

The Rhode Island Energy team recognizes the interplay between its investment proposals, their benefits,
and the macroeconomic realities our customers are facing. Not only are communities still grappling with
the ongoing impacts of COVID-19, but economic challenges are also exacerbated by global
macroeconomic dynamics. Customers feel these impacts when they open their utility bills, pay for gas at
the pump, and buy groceries at the market. In reaction, the Rhode Island Energy team has focused on
striking the best balance between delivering the necessary benefits of energy efficiency and maintaining
a budget that reduces bill pressure on our customers.

This proposed investment is not a signal of waning support for energy efficiency —in contrast, Rhode
Island Energy is intensifying its focus on responsibly delivering energy savings and associated benefits to
our customers. First, Rhode Island Energy plans to submit its investment plans for advanced metering
infrastructure and grid modernization by the end of this year. Second, Rhode Island Energy recognizes
the incoming wave of federal funding to support energy efficiency and demand response. . Details about
AMI and federal funding are still in development, and the Company will be keen to look for
opportunities to leverage and synchronize them with the energy efficiency programs to deliver the most
benefits for the least on-bill costs for customers. Third, Rhode Island Energy recognizes that it is
responsible to collect only what will be used from customers. In recovering from the pandemic, Rhode
Island Energy has noticed consistent underspending relative to budget. Therefore, the team presents a
2023 budget that we are confident we can execute on. The signal the market should take away is that,
even though the 2023 budget is less than the 2022 budget, we are planning for an increase in spending

6 Opportunities for future energy efficiency investments to further support 2021 Act on Climate mandates is
expected to be described via work being conducted by the Executive Climate Change Coordinating Council as well
as via work that will be conducted to address the Company’s “Narragansett Act on Climate Report” commitment
agreed toas part of the recent transfer of ownership of The Narragansett Electric Company.

7 This number includes performance incentives relevant to gas and electric programs.

8 The electric, gas, and delivered fuel energy efficiency measures proposed in this Plan will avoid over 72,705
short tons of carbon in 2023, which contributes 1.2% toward Rhode Island’s Act on Climate greenhouse gas
emission reduction requirements of (45% below 1990 levels by 2030).

9 The Company expects that investments made in energy efficiency under the 2023 Plan will add $283.0M to
Rhode Island’s Gross State Product (GSP), the equivalent of 2,648 job years.



in 2023 relative to 2022. These three factors together demonstrate Rhode Island Energy’s commitment
to reliability, affordability, and customer satisfaction while pursuing growing opportunities for energy
efficiency.

The remainder of this introductory section describes the program planning process and stakeholder
engagement, and then provides an overview of our proposed programs, their associated energy savings
and benefits, and program costs and funding plan. We review how the 2023 Plan is responsive to legal
and regulatory requirements, and delineate the regulatory rulings requested. Further detail and
documentation is provided in each Attachment.

1.2 Plan Summary
1.2.1 Savings

The primary goal of the Plan is to create energy and economic cost savings for Rhode Island consumers
through energy efficiency. The electric portfolio will save 783,440 lifetime MWh over the lifetime of the
installed energy efficiency measures, 107,717 net annual MWhs, 14,626 net annual kW from passive
energy efficiency, and 43,878 net annual kW from active demand response. The natural gas portfolio will
save 3,229,779 lifetime MMBtu over the lifetime of installed natural gas measures and 309,373 annual
MMBtu. For all fuels combined (electric, gas, oil, propane), the Plan will save 6,030,555 net lifetime
MMBtu and 632,599 net annual MMBtu. Energy savings are measured and verified by third-party
evaluation firms.

1.2.2 Benefits

The Plan will create significant benefits for Rhode Island’s residential, commercial, industrial, and
income eligible energy customers. In total, the Plan is expected to create $444.5M in total benefits over
the life of the installed electric, demand response, and natural gas energy efficiency measures.!! Of
these total benefits, $320.6M come from electric efficiency, passive demand reductions, and active
demand response. $123.8M in benefits derive from natural gas efficiency.

Table 1 includes a high-level summary of the electric-funded and natural gas-funded portions of the
Plan.

10 This Plan is submitted in accordance with the Least Cost Procurement Law, RIGL § 39-1-27.7, the basis for which
is the Comprehensive Energy Conservation, Efficiency, and Affordability Act of 2006, RIGL § 39-2-1.2, and the Least
Cost Procurement Standards, as approved and adopted pursuant to Order No. 23890 in Docket No. 5015 (referred
to herein as the “LCP Standards”). The 2023 Plan satisfies the statutory requirements for Least Cost Procurement
and the LCP Standards and is consistent with the approved Three-Year Energy Efficiency Procurement Plan (Three-
Year Plan) for 2021-2023. The Annual Plan is cost-effective, with a cost that is lower than the cost of energy supply
for both electricity and natural gas portfolios, satisfying the requirements prescribed in RIGL § 39-1-27.7 (a)(2) and
the LCP Standards. The Plan also satisfies PUC Order No. 22851 by demonstrating how it advances the Docket 4600
principles and goals for the electric system, detailed in Section 13.

11 Total benefits do not include quantified economic impacts.



Table 2 shows more detail on the programs included under the "Active Demand Response (kW)" column
shown in Table 1.

Each S1 spent on the electric energy efficiency portfolio will create $2.41 in benefits over the lifetime of
the investment, and every $1 spent on the natural gas portfolio will create $2.79 in benefits over the
lifetime of the investments. A detailed summary of the benefits and costs included in the Rhode Island
Test are included in Attachment 4 Rhode Island (RI) Benefit Cost Test.

1.2.3  Economic Impacts

The Company expects that investments made in energy efficiency under this Plan will add $283.0M to
Rhode Island’s Gross State Product (GSP), the equivalent of 2,648 job years.?? The vast majority of jobs
associated with the Annual Plan’s energy efficiency investments are local because they are tied to the
installation of equipment and materials. An analysis of Rhode Island Energy’s 2021 energy efficiency
programs found that 59% of companies that deliver services on behalf of the Company’s energy
efficiency programs are either headquartered or have a presence in Rhode Island.®® Investments in
energy efficiency contribute to Rhode Island’s economy overall and benefit business owners and their
employees who deliver these programs and services.

As described in Attachment 4, the calculation of Rl Test benefits excludes any monetized value of
economic impacts because of concerns over double counting of benefits with other categories.

1.2.4  Environmental Benefits

The electric, gas, and delivered fuel energy efficiency measures proposed in this Plan will avoid over
72,705 short tons of carbon in 2023,* which contributes toward Rhode Island’s Act on Climate
greenhouse gas emission reduction requirement of 45% below 1990 levels by 2030, and toward Rhode
Island’s Act on Climate greenhouse gas emission requirement of net-zero by 2050.%° The Company
believes that robust, ambitious energy efficiency programs should be a foundational element of
achieving greenhouse gas emission reduction targets. The Company also supports the various efforts
that holistically evaluate the least cost pathways to realizing economy wide emissions.

12 Macroeconomic multipliers for the economic growth and job creation benefits of investing in cost-effective
energy efficiency from “Economic Multipliers Update” filed in Docket 5189 on January 6, 2022. This is a correction
to the multipliers in “Review of Rl Test and Proposed Methodology” prepared for National Grid by the Brattle
Group, January 31, 2019. These macroeconomic multipliers reflect the total impact to the Rhode Island economy
and do not remove benefits counted elsewhere in the Rl Test, so are shown as a separate economic impact
analysis estimate.

13 Guidehouse, “Rhode Island 2021 Energy Efficiency Workforce Analysis Report,” June 1, 2022 (filed as part of
National Grid’s 2021 Year-End Report).

14 While all energy savings seen in the plan are net, these emissions are calculated based on gross energy savings
from EE measures. The marginal carbon emission rates are from “Avoided Energy Supply Components in New
England: 2021 Report,” Appendix G, based on U.S. Energy Information Agency data.

15 http://webserver.rilin.state.ri.us/Statutes/TITLE42/42-6.2/42-6.2-2. HTM
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1.2.5 Funding

This Plan includes an investment of $108.0M in the cost-effective electric energy efficiency portfolio in
2023.1° If approved, this will be funded by $10.1M in proceeds from the ISO New England (ISO-NE)
Forward Capacity Market (FCM), revenues from the existing energy efficiency program charge of
$0.01222 per kWh, and accounting for a fully reconciling mechanism of (50.00328) per kWh pursuant to
R.l. Gen. Laws § 39-1-27.7(c)(5) to fully fund the cost-effective electric energy efficiency programs for
2023.1718

This Plan also includes an investment of $36.7M in the cost-effective natural gas energy efficiency
portfolio in 2023.2° If approved, this investment will be funded by revenues from the existing energy
efficiency program charge of $1.354 per dekatherm for residential customers and $0.886 per dekatherm
for non-residential customers, and accounting for a fully reconciling mechanism of (50.183) per
dekatherm for residential customers and ($0.248) per dekatherm for non-residential customers
pursuant to R.l. Gen. Laws § 39-1-27.7(c)(5) to fully fund the cost-effective natural gas energy efficiency
programs for 2023.%°

The cost of procuring 783,440 net lifetime MWh electric energy efficiency savings through the Plan is
$157.5M less than if that electric load was met by purchasing additional electric supply. The cost of
procuring 3,229,779 MMBtu lifetime natural gas energy efficiency savings through the Plan is $44.7M
less than if that natural gas load was met by purchasing additional natural gas supply.?

16 This number includes performance incentives relevant to electric programs.

17 See Attachment 5 Electric EE Program Tables, Table E-1 for list of funding sources and calculation of the charge.
18 No new RGGI funds will be available in 2023. RIE will identify residual funds.

1% This number includes performance incentives relevant to gas programs.

20 See Attachment 6 Gas EE Program Tables, Table G-1 for list of funding sources and calculation of the charge.
21 For more information on how this was calculated, see Section 7.5 of the Main Text, “Cost of Annual Plan
Compared to the Cost of Energy Supply”

11



Table 1. 2023 Energy Efficiency Program Plan Summary

Summer
Annual
Demand
Savings
(kw) )

Active Total Rl Test
Demand B/C Participants

Response (Z%;Zf)lt(; Ratio (7)
(kw) (6)

Lifetime ¢/
Savings Lifetime
(MWh) kWh @)

Annual
Savings
(MWh)

Customer
Contribution
($000)

Performance
Incentive
($000)

Electric

Implementation

Programs by Budget ($000)

Sector

Non-Income
Eligible
Residential

$31,226

$713

$6,608

37,603

168,898

¢22.4

5,466

7,878

$94,167

327,554

Income
Eligible
Residential

$16,943

S0

S0

3,734

39,860

¢42.5

457

$37,031

2.2

5,897

Commercial
and
Industrial

$50,236

$3,108

$18,384

66,381

574,682

¢11.9

8,703

36,000

$189,424

2.6

2,741

Regulatory @

$5,734

Electric
Subtotal

$104,138

$3,821

$24,992

107,717

783,440

¢16.5

14,626

43,878

$320,622

24

336,192

Gas
Programs by
Sector

Implementation
Budget ($000)

Performance
Incentive
($000)

Customer
Contribution
($000)

Annual
Savings
(MMBtu)

Lifetime
Savings
(MMBtu)

$/
Lifetime
MMBtu
(]

Total
Benefits
($000) ©

Participants

)

Non-Income $16,163 S0 $4,742 148,103 1,118,366 $18.69 $43,222 139,117
Eligible

Residential

Income $8,654 S0 S0 19,305 341,644 $25.33 $23,027 2.7 3,539
Eligible

Residential (1)

Commercial $9,180 $530 $2,962 142,054 1,769,769 $6.86 $57,597 45 755
and

Industrial

Regulatory @ $2,159

Gas $36,156 $530 $7,704 309,373 3,229,779 $13.58 $123,847 2.8 143,411
Subtotal

TOTAL Plan $140,294 $4,352 $32,696 ‘ ‘ $444,469 ‘ 2.5 ‘ 479,604

(1) In addition to Income Eligible Residential programs, Income Eligible customers can participate in all Non-Income Eligible Residential programs.

(2) Regulatory Includes contributions to the Office of Energy Resources, EERMC and the Rhode Island Infrastructure Bank.

(3) The Program Implementation Budgets come from Tables E-3 and G-3 of Attachment 5 and 6, respectively.

(4) Performance Incentive excluded from denominator, consistent with the Attachment 5 and 6..

(5) The Summer Annual Demand Response (kW) measures passive demand savings.

(6) “Total Benefits” and the “RI Test B/C Ratio” continue to exclude economic benefits from the RI Test as in the 2022 Plan.

(7) The unit measure for participation varies by program. See Attachment 5, Table E-7 and Attachment 6, G-7 for participation goals by program.

(8) Electric Programs are funded by the Electric Energy Efficiency Charge but also include Delivered Fuels energy savings.
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Table 2. 2023 Active Demand Response Program Plan Summary

Programs Implerr\entation (?ust?mer Active Demand $/kw @ Total Benefits ($000) RI Test' B/C Darticioati
Spending ($000) Contribution ($000) Response (kW) Ratio articipation
Residential $1,971 S0 7,878 $250 $3,053 1.6 6,900
Commercial $5,544 S0 36,000 $154 $12,320 2.2 216
Total $7,515 S0 43,878 $171 $15,373 2.1 7,116

(1) All Residential electric customers (including Income Eligible customers) are eligible to participate in the Residential ConnectedSolutions program if they have the
necessary equipment — a smart thermostat and central air conditioning, or a behind the meter battery.

(2) (Implementation Spending *1000) / Active Demand Response (kW).
(3) Total Benefits” and the “RI Test B/C Ratio” no longer include economic benefits previously included in the Rl Test in the 2020 and 2021 plans.

1.3 The Planning Process

This Plan benefited from the process undertaken in the 2020 calendar year that resulted in the 2021 —
2023 Three-Year Plan. This Annual Plan reflects a refinement of the planning that was undertaken for
the third year of the Three-Year Plan, including incorporating the latest Evaluation, Measurement, and
Verification (EM&V) studies and Avoided Cost study. The Three-Year Plan was informed by the areas of
opportunity identified in the Rhode Island Energy Efficiency Market Potential Study (Market Potential
Study) commissioned by the EERMC and completed by Dunsky Energy Consulting in May 2020. This
Annual Plan has also been guided by the LCP Standards in RI PUC Docket 5015. The Standards include an
extensive set of “principles of program design” referenced in Section 2.1.1.

The Company has engaged the TWG and the EERMC and its consulting team throughout the planning
process to leverage their expertise and seek their feedback. The Company is grateful for the substantive
critiques and innovative ideas that have come through this process of continued engagement. In
particular, the discussions of equity have helped shape and elevate the Company’s explicit equity
commitments, establishing equity as an overarching strategic objective of this Annual Plan and adding
multiple specific, measurable actions across the portfolio of efficiency programs.

1.4 How to Read This Plan

For ease of review, this Plan has been organized to align with the revised LCP Standards. There are three
overarching sections: Strategies and Approaches to Planning; Consistency with Standards; and Goals,
Budget, and Funding Plan. The Strategies and Approaches to Planning section provides discussion of the
Company’s approach to implementing the principles of program design outlined in the LCP Standards
and provides summary program descriptions, along with the major enhancements and innovations
planned for 2023. This section also includes a discussion of program participation, pilots and
demonstrations and assessments, evaluation, measurement and verification, and coordination with
other energy programs. The Consistency with Standards section explains how the Plan complies with
the requirements for Cost Effectiveness, Reliability, Prudency (including a detailed discussion of equity
and rate and bill impacts), Environmentally Responsible, and comparison to alternative cost of supply
requirements, as set forth in the LCP Standards. The Goals, Budget, and Funding Plan detail these
elements and discusses the performance incentive plan and performance metrics.
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The eleven Attachments to this Annual Plan provide additional detail on specific Plan elements.
Attachment 1 Residential & IES Programs and Attachment 2 C&I Programs provide detail on program
eligibility criteria, offerings, implementation and delivery, customer feedback, 2023 changes with
accompanying rationale, and proposed evaluations for each program. Attachment 3 Evaluation,
Measurement, and Verification Plan reviews evaluation studies completed in 2022, details studies
planned for 2023, and provides a recap of historical studies. Attachment 4 Rl Benefit Cost Test presents
the framework for assessing cost-effectiveness of this Annual Plan. Attachments 5 and 6 contain
funding, budgets, goals, and cost-effectiveness tables for the electric and gas energy efficiency
programs, respectively. Attachment 7 Rate and Bill Impacts provides a detailed analysis of the bill
impacts resulting from this Plan. Attachment 8 details, for each sector, 2023 Pilots, Demonstrations,
and Assessments. Attachment 9 Cross-Program Summary documents how the programs described in
this Plan relate to other specific Rhode Island Energy programs. Attachment 10 Definitions provides
definitions of energy efficiency terms used throughout the annual plan. Attachment 11 Equity Working
Group Report provides a summary of actions taken through the working group.

STRATEGIES AND APPROACHES TO PLANNING

2 Programs and Priorities

2.1 Strategic Overview of Programs and Priorities

This Annual Plan is the third year of the 2021-2023 Three-Year Energy Efficiency Plan. The Three-Year
Plan set the Company on a trajectory to ensure that Rhode Island has a robust and resilient energy
efficiency infrastructure, particularly as the market for energy efficiency transforms with changes in the
lighting market. This Annual Plan will help Rhode Island homes and businesses achieve greater efficiency
while contributing to the COVID-19 pandemic recovery. The Annual Plan seeks to guarantee that all
Rhode Island Energy customers, regardless of their geographic location, income, home ownership
status, primary language, business size, or other relevant barriers are empowered to control their
energy choices and energy usage while enjoying the economic, environmental, and financial benefits of
energy efficiency.

This plan supports continued innovation and accelerates the increasing efficiency of Rhode Island homes
and businesses. This plan balances the pursuit of energy and financial savings from current technologies
and programs with the need to also identify new technologies, finance channels, workforce
development enhancements, and programs to continue delivering savings to Rhode Island customers for
years to come. This plan achieves savings by implementing the following key strategic priorities set out
in the Three-Year Plan, modified for 2023:

e Achieve cost optimization and efficiency.

e Drive adoption of comprehensive measures.

e Plan and deliver programs equitably, with the input and guidance of the Rhode Island Equity
Working Group (EWG).
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e Expand and deepen customer relationships to expand program participation and encourage
repeat participation.

e Expand and evolve Active Demand Response.

e Align energy efficiency programs with the mandate established by the Act on Climate

Section 2.1.1 explains how the principles of program design included in the LCP Standards have been
applied to this Annual Plan, highlighting examples and providing direction on where deeper discussion
may be found. Sections 2.2, 2.3, and 2.4 provide high-level summaries of program designs and changes
to Residential, Income Eligible Services, and Commercial and Industrial Programs, respectively. Section
2.5 offers detail on the cross-cutting programs for 2023, including the Community-Based Initiative and
codes and standards. Section 2.6 focuses on participation and outreach, planned participation, and the
importance of enabling workforce development. Lastly, Section 2.7 describes the Company’s approach
to equity in design and delivery of the 2023 programs.

2.1.1 Principles of Program Design

This Annual Plan has been guided by the LCP Standards as updated in RI PUC Docket 5015, which
provide an extensive set of principles of program design. The bullets below summarize the principles
and, if appropriate, in what Sections of this Plan they are addressed.

e Integration with other programs and policies - Section 5, Coordination with Other Energy
Policies and Programs, provides details on the Plan’s connection to specific state policies.
Program descriptions in Attachments 1 and 2 also describe the dissemination of information on
energy programs beyond those run directly by the Company.

e Innovation — Innovative strategies are outlined in Attachment 8, Pilots, Demonstrations and
Assessments.

e Comprehensiveness — Examples of strategies to achieve deep comprehensive savings packages
that emphasize whole building and whole system solutions are found in the Commercial and
Industrial market sector approach and the Residential and Income Eligible whole building
delivery program descriptions, in Attachments 2 and 1, respectively.

e Equity - Using an equity lens involves consideration of how to modify systemic and institutional
structures that have made it easier for some customers to access the energy efficiency programs
than others. Section 2.7 describes the Company’s approach to equity in 2023.

e Build on Prior Plans — The experience and lessons of prior planning and regulatory approval
processes informs the current program design, especially as 2023 is the third year of the 2021-
23 Least Cost Procurement Plan.

e Build on Prior Programs — Programs are continuously evolving, building from one plan year to
the next. Each program description in Attachments 1 and 2 has a section addressing program
design changes for 2023.

e Planned Based on Potential Assessments - This Annual Plan in informed by the 2020 Market
Potential Study, and the areas of opportunity identified within it — as well as the cost
implications of achieving higher levels of potential — have been considered in the program
planning process.
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e Unlocks Capital and Effectively Uses Funding Sources - This Plan consistently looks beyond direct
financial incentives and traditional financing strategies to design capital and program access
strategies that respond to specific customer barriers, such as grants for overcoming pre-
weatherization barriers, expanded HEAT loan, or third-party financing.

e Integration of Gas and Electric Energy Efficiency Programs — All programs are integrated across
fuels where possible to optimize and benefit from synergies between the two energy systems

e Strategies to Achieve Targets — As noted above, the five overarching strategies highlighted in the
Three Year Plan permeate this Annual Plan.

e |Investments on Behalf of All Customers — All customers contribute to energy efficiency program
funding and, in return, programs are designed so that all customers have the opportunity to
participate. This element of equity is discussed further in Section 2.7.

e Efficacy - The Company has incorporated opportunities to balance the portfolio of energy
savings measures and program approaches to drive higher cost efficiencies (i.e., the amount of
energy savings per dollar invested) and minimize the impact on customer bills. Efficacy also
incorporates Workforce Development, which is described further in Section 2.6.1.

e Parity Among Sectors — The Plan examines the amount collected from the different sectors by
the SBC, as compared to the program budgets by sectors, to ensure that sectors are generally
receiving the benefits paid for. This is further described in Section 7.3.2.

e Cost-Effectiveness — Programs are cost-effective as required and shown in Attachments 5 and 6.
The application of cost-effectiveness as a design principle at a program level involves a balancing
of comprehensive, costly projects with long-term measures, with programming that requires
less intensive customer support, such as upstream programming and Strategic Energy
Management Planning with very large customers.

Further details on the Company’s application of the Standards are found in Section 7. At the same time,
the Plan is shaped by recent PUC guidance in Dockets 5076 and 5189 related to the performance
incentive mechanism (PIM). The PIM focuses program administrator attention on the creation of
lifetime benefits, efficiency in spending, and maximization of benefits flowing to customers.

As with any Plan, this Plan was developed using the best information available at the time. Should
circumstances change as the year develops, the Company will take action in its capacity as Program
Administrator to adapt as needed and inform stakeholders of the inability to execute a proposed
strategy or commitment or the need to revise them.

2.2 Residential Programs

In 2023, the Company will continue all residential programs offered in 2022.

Table 3. Overview of 2023 Residential Energy Efficiency Programs
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Program Name

Program Description

EnergyWise Single
Family

(Funded by Electric
and Gas)

EnergyWise is a direct-to-customer in-home program that educates residents on
how their home can become more energy efficient. The program offers single-
family customers (buildings with 1-4 dwelling units) home energy assessments,
weatherization services, and information regarding their energy usage. The
program addresses base load electric use and heating, cooling, and water
heating energy loads in all residential buildings. Participants receive energy
efficiency recommendations and technical assistance, as well as financial
incentives to upgrade inefficient items such as heating and water heating
systems, thermostats, and insulation. Upgrades to efficient lighting, advanced
power strips, and water saving devices are made during the initial visit if
opportunities exist. At the completion of the assessment, the customer receives
an Energy Action Plan that indicates additional energy savings opportunities
delivered through Rhode Island Energy’s various programs. The program will
continue to deliver finance opportunities to customers, such as the Heat Loan.

Multifamily
(Funded by Electric
and Gas)

This program offers comprehensive energy services for market-rate multifamily
customers (buildings with 5+ dwelling units), including energy assessments,
incentives for heating and domestic hot water systems, cooling equipment,
lighting, and appliances. All types of multifamily properties are eligible. A
primary point-of-contact is designated to manage and coordinate services
offered through the Company’s existing portfolio. This program is offered in
conjunction with the C&I Multifamily gas program where a site may have a
commercial meter or office space but should be virtually indistinguishable to the
customer as the Company’s single point of contact will handle all program
overlap and offer a seamless customer experience.

Residential New
Construction
(Funded by Electric
and Gas)

The Residential New Construction (RNC) program promotes the construction of
high-performing energy efficient single family, multifamily, and income eligible
homes, as well as the education of builders, tradespeople, designers, and code
officials.

Home Energy
Reports

(Funded by Electric
and Gas)

The Home Energy Reports (HER) program encourages energy efficiency behavior
through personalized print and email reports and a seamlessly integrated
website. Each of the communication channels displays energy consumption
patterns and contains a normative comparison to similarly sized and similarly
heated homes, as well as to an energy reduction goal for each customer.

The Company will continue to deliver Home Energy Reports that offer feedback

to inspire customers to take actions that reduce their energy consumption and
increase their participation in other energy efficiency programs.
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Program Name

Program Description

Residential
Consumer Products
(Funded by Electric
Only)

This program promotes the purchase of high efficiency household appliances,
including kitchen appliances and electronics carrying the ENERGY STAR® label.
This program trains retail sales staff about products. The program also offers
refrigerator, freezer, and dehumidifier recycling.

Residential High-
Efficiency Heating,
Cooling, and Hot
Water (ENERGY
STAR® HVAC)
(Funded by Electric
and Gas)

This program promotes the installation of high efficiency central air conditioners
and eligible heat pumps for electric customers and new energy efficient natural
gas related equipment including boilers, furnaces, windows, water heating
equipment, thermostats, boiler reset controls, and water saving devices.
Incentives for energy efficient air source heat pumps for space and water
heating equipment are available for customers with electric resistance
heating/hot water. Incentives are also available for air source heat pumps used
as accessory heating and cooling devices in homes with a primary heating
system that is natural gas, oil, or propane. The program provides training of
contractors to increase accurate installation practices, testing of the high
efficiency systems, tiered rebates for new ENERGY STAR® systems, and
incentives for checking new and existing systems.

Residential
ConnectedSolutions
(Active Demand
Response)

(Funded by Electric)

ConnectedSolutions is Rhode Island Energy’s active demand response program
that sends control signals to customer owned electric devices to reduce peak
energy use and improve power quality on the grid. Consumers with eligible
controllable equipment (e.g., Smart thermostats, batteries, and pool pumps) can
enroll to participate in Connected Solutions. All electric consumers are eligible to
participate in ConnectedSolutions.

2.2.1

Major Residential Program Changes for 2023

In 2023, the Company will continue to offer the programs listed above and will additionally focus on

changes that improve equity and access and that leverage findings from the non-participant and

participant studies.

In the multifamily program, the Company will increase focus and outreach on landlords and non-

participants that have high propensity scores. Propensity scores were based on how similar

nonparticipant customers were to participants in terms of home ownership, age, income, and other

factors. The study found that customers that were similar to customers who had participated in

programs would be more likely to participate themselves, and therefore outreach to those customers

would likely be the most effective.

In addition to focusing on customers with high propensity scores, the Company will also concentrate

efforts on other historically underserved participant groups, such as renters through landlord outreach.
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These changes are expected to improve and expand access to the Company’s programs and better serve

communities in Rl who historically have not participated in these programs.

Further detail on these and other changes may be found in Attachment 1.

2.3

Income Eligible Programs

The Company wants customers who meet the income eligibility requirements, have a high proportion of

energy burden and/or difficulty paying their electric bills to participate in, and benefit from, the

Company’s energy efficiency programs. Therefore, the income eligible sector of the customer base is

designated as a unique sector, and funding for this sector is subsidized by both non-income-eligible

residential customers and commercial and industrial customers.

Table 4. Overview of 2021 Income Eligible Programs

Program Name

Program Description

Income Eligible
Single Family
(Funded by
Electric and
Gas)

Income Eligible Single (IES) Family Services are delivered by local Community Action
Program (CAP) agencies with oversight provided by a Lead Vendor. Three levels of
home energy assessments are offered: (1) lighting and appliance, (2) heating and
weatherization, and (3) comprehensive assessment. Customers who qualify for the
A-60 rate or for the Low-Income Home Energy Assistance Program (LIHEAP) are
eligible to receive all services and equipment upgrades at no cost.

Income Eligible
Multifamily*
(Funded by
Electric and
Gas)

Comprehensive energy services for multifamily customers (buildings with 5+
dwelling units) that also meet the criteria for “income eligible” as defined in
Attachment 1 Residential & IES Programs, Section 3. Multifamily. These services
include energy assessments, incentives for heating and domestic hot water systems,
Air Source Heat Pumps, cooling equipment, lighting, and appliances. In most cases,
there are no costs to the customer for these services as most income eligible
upgrades are covered at 100%.

*Income Eligible Multifamily is combined with Multifamily above.

2.3.1 Major Income Eligible Program Changes for 2023

In recent years, some CAP agencies have had difficulty meeting their budget goals due to insufficient

staffing, while others have flourished and exceeded their goals. To improve the efficiency of this

program, the Lead Vendor will facilitate the Interagency Referral program in 2023. This referral program
will enable well-performing CAPs to take on more work in underperforming CAP territories to leverage
those underutilized budgets. Doing so is expected to improve access to the program, increase
participation, and improve equity by ensuring that underserved territories are better able to meet their
goals and serve more customers.
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2.4  Commercial and Industrial Programs

The Commercial and Industrial (C&I) programs consistently offer highly cost-efficient savings. In
planning these programs, the Company continuously evaluates evolving customer needs and market
dynamics to develop enhancements that secure deeper, more comprehensive savings while evolving
program designs to drive market transformation across all customer classes and multiple end-uses.

The Company is observing a rapid reduction in claimable lighting savings due to a combination of market
saturation and evaluation impacts that limit savings due to the rapid market transformation underway.
Some initiatives focus on specific market segments, including industrial, grocery, chain restaurant, and
telecommunications. Other enhancements make participation easier or more attractive (such as the
Equipment and Systems Performance Optimization), provide attractive incentives for specific customer
classes (especially Small Business), and other enhancements are designed to reduce barriers to
comprehensive measure adoptions (e.g., the Whole Building Streamlined pathway in New Construction
introduced in 2021). In addition to these focus areas, the plan describes the Company’s ongoing
initiatives. Program changes are described in more detail in Attachment 2 C&I Programs.

Table 5. Overview of 2023 Commercial and Industrial Energy Efficiency Programs

Program Name Program Description
Large Commercial This program encourages energy efficiency in new construction, major
and Industrial New | renovations, planned replacement of aging equipment, and replacement of
Construction and failed equipment through financial incentives and technical assistance to
Building Energy developers, manufacturers, vendors, customers, and design professionals. C&I
Code Support customers with annual electric consumption greater than 1,000,000 kWh per

year are eligible.
(Funded by Electric

and Gas) The program supports new construction projects with proactive technical

assistance during design with energy modeling and analysis. Incentives are also
offered to owner’s design teams for their time and effort to meet program
requirements. The program promotes and incentivizes the installation of high
efficiency equipment in existing facilities during remodeling or equipment
failure and replacement. A customer who does not install energy efficient
equipment at the time of construction or equipment replacement will likely
never make the investment or will do so at a much greater cost later.
Operations Verification or quality assurance is also offered to ensure that the
equipment and systems operate as intended.

The program also promotes compliance with the building energy code and
increased use of the Stretch Code to support the State’s goals and objectives. In

addition, it provides technical assistance in advancing the development and
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Program Name

Program Description

adoption of minimum efficiency standards for appliances and equipment.
Finally, the program supports the State’s Zero Energy Building (ZEB) goals
through engagement and development of ZEB programs in the future.

Large Commercial
and Industrial
Retrofit

(Funded by Electric
and Gas)

This program incentivizes the replacement of existing equipment and systems
with energy-efficient alternatives when the customer might otherwise not plan
on making efficiency investments. This may include energy efficient equipment
such as lighting, motors, and heating, ventilation and air conditioning (HVAC)
systems, thermal envelope measures, and custom measures in existing
buildings. All commercial, industrial, and institutional customers are eligible to
participate. The Company offers technical assistance to customers to help them
identify cost-effective efficiency opportunities and pays incentives to assist in
defraying part of the material and labor costs associated with the energy
efficient measures.

The Company also offers education and training, such as the building operator
certification (BOC) training, to support adoption of energy-efficient equipment
and practices.

Small Business
Direct Install

(Funded by Electric
and Gas)

This is a retrofit program that provides turn-key solutions to customers that
consume less than 1,000,000 kWh per year. As part of the program, customers
receive a free on- site energy assessment and a customized report detailing
recommended energy efficient improvements. Rhode Island Energy then
completes retrofit installations at the customer’s convenience. The program
serves small businesses of all types from restaurants to non-profits, to small
offices. Rhode Island Energy pays up to 70% of installation and equipment
costs, and customers can finance the remaining share of the project over as
many as 60 months (typically 24) on their electric bill, interest free, using the
Small Business Revolving Loan Fund, provided funds are available.

Commercial
ConnectedSolutions
(Active Demand
Response)

(Funded by Electric)

The Commercial Connected Solutions or Active Demand Response program is
focused on reducing peak electric demand and associated costs for large and
small commercial customers. All customers, regardless of size can participate.
The program is technology neutral and provides a customer incentive for
verifiable shedding of load in response to a signal or communication from the
Company.

Commercial and
Industrial
Multifamily

Comprehensive energy services for market-rate multifamily customers
(buildings with five plus dwelling units) include energy assessments and
incentives for heating and domestic hot water systems and weatherization.
Coordinated services will be offered for all types of multifamily properties. An
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Program Name

Program Description

(Funded by Gas)

approach tailored for multifamily properties designates a primary point-of-
contact to manage and coordinate services offered through the Company’s
existing portfolio, including EnergyWise, C&I Retrofit, Residential New
Construction, Income Eligible, and the ENERGY STAR® HVAC programs.

2.4.1 Major Commercial and Industrial Program Changes for 2023

In 2023, the Company will:

e Scale up the Building Analytics initiative to help customers optimize the performance of HVAC

and other systems.

e Improve technical processes by streamlining savings calculators, revisiting burdensome data

collection practices, and better leveraging engineer site visits to identify EE opportunities.

e Expand on Small Business equity efforts to target women and minority owned enterprises

through bilingual auditors, targeted marketing, collaboration with community organizations,

and by making marketing materials available in other languages.

e Conduct targeted training activities to upskill the program delivery workforce on specific focus

areas (such as HVAC, building controls, and building envelope), in conjunction with vendor

outreach efforts to encourage participation from a wider range of contractors.

e Monitor and help mitigate supply chain disruptions and inflation impacts.

e Sunset efforts that have failed to demonstrate the potential to generate significant cost-

effective savings, including the Telecommunications Initiative and multiple demonstrations and

assessments in order to reduce costs and focus resources on efforts that are successful or have

greater future potential.

2.5 Cross-Cutting Programs

2.5.1 Community Solutions Initiative

Building upon the community-based approach, the Company will continue the Community Solutions
Initiative?2. This initiative targets geographic communities that encompass multiple customer types,

industrial and technology parks, and other organized communities such as industry groupings with

common end uses (e.g., indoor agriculture). Community Solutions provides a single point of contact for a

given community to access all available Company solutions, including energy efficiency, EVs, demand

response, and emerging technologies.

22 This was formerly called the Community-Based Initiative.
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To further develop Community Solutions, the Company is identifying a medium-sized city with which to
model this approach in 2023. This partnership will leverage the relationships and communication
channels of our city partners to reach across sectors and programs (municipal, LCI, SBS, residential, etc.),
while providing coordinated tracking and program management. We will collaborate with our partners
to set goals and priorities for both city buildings and other community stakeholders (e.g., small
businesses) based on the city’s preferences. In 2023 the Company will assess early best practices and
lessons learned and identify one to two additional communities with which to partner in future years.

Under this initiative, in 2020, the quasi-public Quonset Development Corporation (QDC) signed a three-
year memorandum of understanding with the Company to provide businesses at the Quonset industrial
park in North Kingstown with access to enhanced incentives and technical services to identify and
implement energy efficiency projects. Participating customers range from small industrial businesses to
some of the largest energy users in the state. In 2022, QDC was awarded the Governor’s Lead by
Example Award (quasi-state agency category) for this effort. In 2023, the Company will continue to
provide energy-related trainings in collaboration with QDC to expand program participation. The
existing MOU (spanning 2020 to 2022) will be renewed and expanded to include new outreach
collaboration, additional support, and new sites across the state working with QDC through the RI Ready
Industrial Site Readiness Program (www.riready.org).

2.5.2 Codes and Standards Support

The Codes & Standards Technical Support Initiative (CSTS) develops and delivers technical guidance to a
wide variety of stakeholders to support energy efficiency policies applicable to the state’s building
sector. CSTS is a highly cost-effective initiative that unlocks sources of typically long-lived energy savings
and primarily benefits historical nonparticipants and customer segments considered “hard to reach”
(HTR) by raising efficiency baselines market wide. CSTS saves energy by: (1) increasing overall market
compliance with current minimum energy efficiency codes and standards, and (2) increasing the level of
energy efficiency required by such policies. The Company has successfully demonstrated both
approaches with respect to building energy codes.

In 2023, the Company will continue to support Rl energy code compliance . CSTS compliance support
activities include training (classroom, webinar, and in-field), a “hotline” for project-specific inquiries, and
development and delivery of tools and resources that help fill market gaps. CSTS has a broad reach, but
our primary audiences are building code inspectors, design professionals (architects, engineers), and
builders/developers/contractors.

2.6 Participation and Outreach

In 2023, the Company will continue to drive participation through two main pathways — targeted
programs and broad-based programs. Targeted programs include the Company’s retrofit, new
construction, product rebate, and small business initiatives. These programs serve to drive deeper
savings to targeted customer segments and offer a wide array of energy efficiency measures. The
Company also reaches broad participation by promoting products upstream and through Home Energy
Reports. These broader based programs provide value by reaching a wide and diverse set of customers,
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helping to provide more customers with access to energy savings, as well as acting as a gateway to drive
participation in other Company energy efficiency programs. See the 2021 Year-end Report for further
details on participation through 2021.

In 2023, the Company will continue its efforts to reach customers that have never participated in its
energy efficiency programs. The residential non-participant study indicated lower awareness of the
energy efficiency programs among non-participants. A Comprehensive marketing campaign will be
deployed in English and Spanish that will educate customers on the availability of the programs. The
Company will be specifically focused on five communities with lower participation rates (some towns
have participation rates at fewer than 5% of accounts, while other communities have participation rates
upward of 30%) and will conduct additional outreach and engagement in those communities. The
Company will continue to deliver innovative strategies to increase customer participation and reach
customer segments that are historically underrepresented. Also, the Company will continue to track
participation trends and will again provide a detailed analysis in its 2023 Year-End Report showing
additive and cumulative portfolio participation. The Year-End Report also captures energy efficiency
spending by zip code where additional spending on programs can be tracked.

Each program described in this Plan seeks to drive customer participation to deliver the benefits of
energy efficiency to customers throughout Rhode Island. The Plan is designed to provide equitable
access to savings and programs across sectors and market segments. For 2023, the Company will
continue to plan and report participation in ‘net’ terms, which takes into account free-ridership and
spillover, which are commonly referred to as net-to-gross factors. This method of accounting for
participants aligns participation numbers with energy savings numbers, which are already recorded in
net terms. This approach provides a more accurate connection between energy savings and the number
of customers who benefit from efficiency programs. Planned participation estimates are included in
Attachment 5 Electric EE Program Tables, Table E-7 and Attachment 6 Gas EE Program Tables, Table G-7.

The following table describes the definitions for how Rhode Island Energy projects, tracks, and reports
participation in the efficiency programs.
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Table 6. Participation Definitions

Fuel

Sector

Program

Participation Unit

Industrial

Construction

Gas Commercial & Large Commercial New Unique Billing Account
Industrial Construction
Large Commercial Retrofit Unique Billing Account
Small Business Direct Install Unique Billing Account
C&I Multifamily Housing Units
Income Eligible Single Family — Income Eligible Unique Billing Account
Residential Services
Income Eligible Multifamily Housing Units
Residential ENERGY STAR® HVAC Unique Billing Account
EnergyWise Unique Billing Account
Multifamily Housing Units
Home Energy Reports Unique Billing Account
Residential New Construction Housing Units
Electric Commercial & Large Commercial New Unique Billing Account

Large Commercial Retrofit

Unique Billing Account +
Unique Customer names
from Upstream Lighting

Small Business Direct Install

Unique Billing Account

Commercial ConnectedSolutions

Unique Billing Account

Income Eligible

Single Family — Income Eligible

Unique Billing Account

Residential Services
Income Eligible Multifamily Housing Units
Residential ENERGY STAR® HVAC Unique Billing Account

EnergyWise

Unique Billing Account

Multifamily

Housing Units

Home Energy Reports

Unique Billing Account

Residential New Construction

Housing Units

Residential ConnectedSolutions
(Direct Load Control)

Unique Billing Account

ENERGY STAR® Products

Number of Rebates

The Company will estimate the number of unique participants for each program. For some programs

such as ENERGY STAR® HVAC, one measure does not necessarily equal one participant. This is because a

customer can purchase more than one measure. Therefore, the Company also considers the previous

year’s unique accounts to savings ratio in order to estimate the planned unique participants in 2023.

This method allows for a better estimation of unique participants but can make it more difficult to

compare planned numbers across years.
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2.6.1 Workforce Development

In 2023, the Company plans to maintain its historical workforce development investments (see Table 7).
In 2022, the Company began funding upskilling in specific areas where there is high confidence in
delivering ratepayer benefits (see Table 8), and these efforts will continue in 2023. These investments
drive customer benefits by improving installation quality and increasing the industry’s capacity to install
non-lighting measures in the near term while also accelerating industry adoption of the advanced
controls and high-efficiency HVAC systems identified in the Market Potential Study as areas for growth.

This Plan includes significant investments to ensure a sufficient supply of highly skilled worker capacity
to support customer adoption of high efficiency technologies, including advanced control systems and
air source heat pumps. The “efficacy” principle of program design specifically calls for “practical
partnerships with existing educational and job training entities.” The Company will coordinate with the
Department of Labor and Training’s Real Jobs Rhode Island program?, the Rl Department of Education’s
PrepareRl initiative?*, and other entities to help promote existing solutions to reduce or eliminate
duplication of effort and expenditures.

The table below shows continued workforce development activities, with 2023 budget levels providing a
steady level of service compared to 2022. These efforts will be supplemented by sales and marketing
focused training to program vendor/subcontractor sales and technical staff focused on promoting
deeper savings measures to customers. The total for all workforce development activities (continued
and new) is $631,400.

Table 7 Continued Workforce Development Activities

Sector  WEFD activity Description Target audience 2023 budget
Res HVAC Check HVAC installation best practices HVAC technicians $39,400
trainings training delivered as part of the HVAC
program
Res +IE  Zero Net High performance building best Design professionals, $20,000

Energy training  practices training delivered as part of builders / contractors
the Residential New Construction

program
IE Miscellaneous Training on topics such as WiFi Weatherization $50,000
IE training thermostats and ASHPs delivered as contractors, auditors

part of the Income Eligible Single
Family program

Res RI Builder’s Weatherization focused training. Weatherization for $40,000
Association and  Students recruited from community both Income Eligible
Residential with anticipation of returning to their

23 https://dlt.ri.gov/realjobsri/
24 https://www.prepare-ri.org/
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Sector  WEFD activity Description Target audience 2023 budget

Construction community and supporting local CAP and Market Rate
Workforce agencies. applications
Partnership
(RCWP) training
C&I Zero Net High performance building best Design professionals $20,000

Energy training  practices training delivered as part of developers /
the C&I New Construction and Major contractors
Renovations program

C&I BOC training Building O&M best practices training Facility managers, $37,000
delivered as part of the C&I Retrofit building maintenance
program staff
All Codes & A suite of services which includes Code officials, design $200,000
sectors  Standards — training sessions (classroom, webinar,  professionals, builders
code and in-field), project-specific “hotline” / developers /
compliance support, and development and contractors
training delivery of tools and resources to fill
industry gaps.
Total $406,400

Residential workforce development will focus on continued collaboration between the Company and its
vendors with entities such as the University of Rhode Island’s Energy Fellows program and the Rl
Builders Association and their affiliate Residential Construction Workforce Partnership. Several
additional workforce development activities focusing on upskilling the C&I program workforce have
been added for 2023 as shown in Table 8. The 2023 plan also includes funds for a vendor to coordinate
C&I trainings. The new initiatives address workforce gaps in the following high-priority technology areas:

e Controls (Energy Management Systems (EMS), Building Automation Systems (BAS))

e Ventilation (Demand Controlled Ventilation (DCV), Energy Recovery Ventilators (ERV))
e Variable Frequency Drives (VFDs)

e HVAC

e Retro-commissioning (RCx)

e Lighting controls

Through this approach, the Company will upskill the local workforce to both improve installation quality
of these measures and enable the transition to non-lighting measures highlighted by the Market
Potential Study. The Company will also engage with other entities in recognition that these efforts fit
within a larger workforce development ecosystem. As such, the Company will coordinate with the public
and private entities comprising the Rl energy efficiency workforce development network to help
maximize impact and avoid duplication of efforts. For example, the Company will promote trainings
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organized by the Residential Construction Workforce Partnership?®, such as the previously mentioned

Residential Construction Pre-Apprentice Energy Weatherization Auditor, Installer & Performance

Evaluator Training Program that launched in 2021.

The table below describes likely C&I trainings that the Company hopes to offer. These were included in
the 2022 Plan; however, the Company has deferred these activities until 2023.

Table 8. New Workforce Development Activities for 2023

Sector WEFD activity Description Target audience 2023 budget
c&l Controls Best ASHRAE Guideline 36 training Contractors / engineers $20,000
Practices (Sequence of Operations)
training (HVAC
and Lighting Lighting Design Lab (lighting Contractors / engineers, $30,000
Controls) controls) training program technical and
sales staff
C&I Manufacturer- Promote participation in existing manufacturer trainings in the  $50,000
led trainings following technology areas:
e Building / HVAC Controls (e.g., Johnson Controls BAS and
HVAC training courses)
e DCVandERV (e.g., Trane Engineers Newsletter Live Series)
e VFDs (e.g., Danfoss Drives training)
e HVAC (e.g., Mitsubishi heat pump training)
e Lighting Controls (e.g., Acuity wired lighting systems
course)
C&I Industry Sponsor certifications for local trade allies in the following $100,000
certifications technology areas (sub-bullets provide sample certifications):
e Controls
o ISA Building Automation Systems
o BOMA Building Automation Systems Certificate
e HVAC
o NATE Level 4
o  ASHRAE Certified HVAC Designer
e RCx
o ASHRAE Building Commissioning Professional
C&I Building Training to assist facility auditors and engineers identify $25,000
envelope opportunities in larger buildings and calculate savings. Specific

25 https://rcwpjobs.com/
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Sector WEFD activity Description Target audience 2023 budget

curriculum will align with findings of Weatherization
assessment described in Attachment 8.

Total $225,000

2.7 Equity
The Company is committed to using the rigor of the Participation and Multifamily Census, as well as the

Nonparticipant Market Barriers Study, to understand how biases may have impacted program and
customer outcomes. In 2023 the Company commits to the following:

e Increasing outreach to underserved communities to encourage participation
e Targeting outreach for landlords to increase participation among renters

e Tracking minority and women owned businesses that are providing services to the Energy Wise

program

e Continuing to identify and encourage customers eligible for the discount rate to move to the

discount rate?®

e Encouraging participation in Residential Income Eligible Services (IES) for new customers
enrolled on the discount rate via a “welcome package”?’

e Targeting woman and minority-owned businesses through marketing efforts, partnerships with
local community organizations, bilingual facility auditors, and making marketing materials

available in other languages

e Utilizing the Company’s new codes and standards advancement support service to target
nonparticipant markets across all sectors. While the program has yet to bear fruit, this approach
overcomes traditional barriers of access by ensuring that efficiency levels are rising for all. See
Section 2.5.2 Cross Cutting Programs, Codes and Standards Support for more information

As part of the Company’s 2021 Annual Energy Efficiency Program Plan (2021 Annual EE Plan) and 2021-
2023 Energy Efficiency Program Plan (2021-2023 EE Plan), the Company committed to working with the
RI Office of Energy Resources (OER) to co-host an Equity Working Group (EWG). The EWG compiled a
total of fourteen recommendations (of which five were prioritized) in the areas of outreach and
engagement and workforce development and training. Using these recommendations, the Company
developed overarching equity-related enhancements for 2022. The sale of the Company had a direct

26 See Attachment 1 Residential & IES Programs, Section 4 Income Eligible Services.
27 See Attachment 1 Residential & IES Programs, Section 4 Income Eligible Services.
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impact on staffing to support the equity enhancements, therefore some of the activities planned for
2022 were delayed and will roll over into 2023.

New recommendations from the Equity Working Group this year continued the focus in the areas of
outreach and engagement and workforce development and training. In total eight new
recommendations were made (three for outreach and engagement and five for workforce development
and training). Many of the new recommendations align and/or expand on ones listed in the 2021 Energy
Efficiency Plan. Therefore, similar commitments are consolidated in the 2023 Equity Commitments. A
full report on the Equity Working Group’s activities can be found in Attachment 11.

2.7.1 Equitable Outreach and Engagement

There is a clear need and desire to ensure the benefits of energy efficiency are conferred equitably
amongst all Rl Energy customers and for that to occur the Company must ensure it is prioritizing
historically under-resourced communities and underserved households. For customers to realize the
benefits of the Company’s programs, they must first participate in them but participation requires
awareness and applicability. For this reason, EWG and the Company have focused recommendations
and proposed actions in increasing awareness. The Company’s outreach and engagement efforts will
work to advance awareness, trust, and understanding, ultimately leading to increased participation. The
plans detailed below are just the beginning- this will be a long term-iterative process that will eventually
foster greater equitability in energy efficiency planning and program design as well.

In Table 9 below are the outstanding and new EWG recommendations and the equity commitments
derived from them.
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Table 9. EWG Outreach and Engagement Recommendations and 2023 Commitments

EWG Recommendation

Rl Energy Equity Commitment

Hire multilingual staff and partner with trusted leaders
who have the same ethnic background and that frequent
popular community gathering places such as community
centers and faith-based organizations.

NEW: Have X amount staff members attend/host X
number of events in communities and host “office hours”
or tabling events to answer any questions and make
connections. This should be done at community gathering
places such as food pantries, churches, back to school
events, local parks, and community events.

NEW: Continue to meet communities where they are at
through enhancing promotion and education, which
includes the translation of resources and trainings into
other languages such as Spanish, Portuguese, Hmong,
Creole, etc.

Partner with other home visiting programs to expand the
reach and impact of Rhode Island Energy’s energy
efficiency programs.

NEW: Increase cross-training of Customer Advocates, CAP
agencies, and other home-visiting programs (WIC, lead,
etc.) to better understand available programs and services
for both energy efficiency and health/well-being

Promote energy efficiency programs at
community gathering places and events

Provide enhanced outreach, promotion,
and education of all EE offerings in
underserved communities. 2023 focus
will be on English and Spanish with
additional languages possible.

Partner with and cross train other
home visiting programs and other
community organizations/resource
groups to expand the reach and impact
of Rhode Island Energy’s energy
efficiency programs.
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All the commitments listed above can be rolled up into a larger and more meaningful commitment to
develop a comprehensive community-based outreach strategy. An all-encompassing strategy will allow
the Company to drive the kind of change our customers, communities, and stakeholders want to see. To
really do this justice, the Company will need to be able to invest in a multi-year plan for which the
foundation is just being laid. The Company can and will make commitments to promote energy
efficiency at community gathering places and events, but the Company recognizes that the customers
we are trying to reach at these events do not always view the utility as a trusted source of information
on how they can save money, reduce their energy burden, improve the overall health of themselves and
their homes, and contribute to solving the climate change crisis. While out promoting energy efficiency
programs at community gathering places and events hosted at or by trusted community organizations,
the ultimate goal will be to build trust with those organizations, so they see they value in and want to
assist the Company’s outreach efforts in the future. The Company recognizes that delivering these
programs will be most effective and most equitable when trusted community organizations are actively
involved. The Company also recognizes the need for community involvement to evolve and grow. Once
relationships with community-based organizations are established, the Company will need to deepen
the level of those relationships from strategic partnerships to operational partnerships to finally
collaborative partnerships.

1.Strategic partnerships — where community organizations are engaged only at a high-level to lend their
brand to outreach campaigns, provide counsel on how best to reach their membership, and provide the
platforms with which to communicate with their membership

2.0perational partners — where community organizations deliver outreach or other elements of
programs, typically with volunteers

3. Collaborative partners — where community organizations are actively involved in designing services
and interventions.

Relationship building takes time- the Company will need time, and eventually resources, to invest in
these relationships as they will be the key to delivering meaningful results and achieving the end goal.

A high-level look at the Company’s step by step plan is listed below:

Step 1. The Company will perform its own outreach and engagement activities in targeted
communities- the consumer advocates will frequent the community gathering places and
participate in events hosted by community organizations in those areas to spread awareness but
more so to ultimately lay the foundation for future partnerships.

Step 2. As the foundations of relationships with community-based organizations are laid, the
Company will be explicit in their desire for long term partnerships that eventually lead to the
Company leaning on the organizations’ experience and knowledge to create the solutions that
address their community’s needs. The early stages of these partnerships will include cross training
of the organizations’ staff and volunteers on the Company’s EE programs so they can aid in
outreach efforts. As this grows the Company will need to be prepared to bring resources to the
table as these organizations will likely have limited resources.
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Step 3. The final step will be to bring these organizations and their voices to the table when it
comes time to re-design our program offerings.

Determinants of Success

e Number of events hosted and/or attended by all customer advocates

e Number of customers reached at these events

e Increased participation in EE programs within targeted communities (by zipcode)
e Number of community partnerships established/number of organizations reached
e Number of program referrals from community organizations

It is important to note that the Company does not expect to see a significant increase in program
participation from these efforts in the near term. Relationship building takes time and as the non-
participant study highlighted, many of the non-participants have a low propensity to participate in
programs as they are currently designed- additional work will need to be done with the aid of
community experts in the area of planning and program design before seeing real tangible results.

The Company will provide updates on the implementation of these enhancements in the Company’s
2023 Annual Energy Efficiency Quarterly Reports to the Public Utilities Commission. The EWG will
continue to meet quarterly during 2023.

2.7.2 Diversifying & Supporting the Energy Efficiency Workforce

It is also evident that there is a strong desire among the EWG and stakeholders for the Company to play
a larger role in both supporting and diversifying the energy efficiency workforce. The U.S. Energy
efficiency industry grew 20% from 2015 to 2019 which is more than three times the growth of the
overall economy and energy efficiency jobs pay an average of $2 per hour more than the national
average.?® However not everyone is reaping the benefits- the energy workforce has more men than
women, and a smaller proportion of Hispanic and Black people compared to the national workforce. And
while the industry is growing, many employers in the energy efficiency sector are reporting that they
have difficulty hiring due to a lack of qualified and skilled candidates so there is also a yearning for the
Company to assist in strengthening the pipeline of the energy efficiency workforce by preparing workers
and students, particularly in underrepresented groups, for local clean energy jobs.

The EWG provided 5 recommendations in this area and while the Company wants to commit to acting
on each of them, it is prudent that consideration be given to the Company’s current resources.
Therefore, the most important commitment the Company is prepared to address is to assess resource
requirements needed to deliver on these recommendations. Table 3Table 10 presents the EWG-inspired
workforce development recommendations and commitments.

28 Utilities Can Diversify The Energy Efficiency Workforce. Here’s How., October 29, 2020, ACEEE.
https://www.aceee.org/blog-post/2020/10/utilities-can-diversify-energy-efficiency-workforce-heres-how
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Table 10. EWG Workforce Development Recommendations and 2023 Commitments

EWG Recommendation

Rl Energy Equity Commitment

Complete a Rhode Island Workforce Development
Needs Assessment

Needs assessment will be completed by year
end 2022. Assessment will be used to guide
future investments in workforce development
and will provide basis for a cohesive workforce
development strategy

Continue to support, collaborate and/or fund
workforce/training programs like RIBA’s Residential
Construction Workforce Partnership, NEEP's TEP, URI
Energy Fellows, etc. In addition, perform better
outreach to trade schools

Allocate a portion of the Company’s EE budget
to assist in funding RIBA’s Residential
Construction Workforce Partnership

Create an internship program or build upon existing
efforts to focus on residents (both high
school/vocational students and adults) of
Environmental Justice (EJ) communities and other
underrepresented groups to join the energy
workforce

Develop inclusive marketing tools and strategies
about career pathways that have information on
trainings, wages, and market opportunities

Continue to coordinate and partner with community-
based organizations and minority business
organizations

Allocate a portion of the Company’s EE budget to
assist in funding RIBA’s Residential Construction
Workforce Partnership. RCWP works to recruit
applicants from CAP communities and have the
trainees return to jobs within their community.

Assess resource requirements needed to deliver
on these recommendations

Included in the outreach commitments
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3 Pilots, Demonstrations, and Assessments

In accordance with Docket 4600-A PUC Guidance Document,? this Plan includes a description of
Commercial, Industrial, and Residential pilots, demonstrations and assessments. These items are all
vehicles that may be used to identify, test, analyze, and deliver new innovative solutions and services
that are technically feasible, desirable by customers, and viable for inclusion in the portfolio. The
Company will continue to systematically review opportunities to add to the portfolio through a
consistent and transparent process. Please refer to Attachment 8 for additional details on evaluations
for pilots, demonstrations and assessments.

Consistent with PUC Guidance, the Company uses the following definitions for pilots, demonstrations,
and assessments.

Pilots: a small-scale, targeted program that is limited in scope, time, and spending and is
designed to analyze the feasibility of a future program or rate design. Pilots are designed to test
technologies and approaches to energy management not included in the core energy

efficiency programs that could potentially become a new, standalone program. Given the scope
of adding a new core program to the Company portfolio, it is likely that pilots will require a long-
term commitment and broader set of stakeholder input, Savings associated with Pilots will not
contribute to shareholder incentives. Pilots may be evaluated with either an independent or a
vendor evaluation.

Demonstrations: A demonstration will test the feasibility of a new product or offering for
inclusion in existing programs. It is generally expected that demonstrations will be less time and
resource intensive than pilots, since generally there is greater certainty around a narrow,
incremental idea added to a program rather than a totally new set of offerings. Savings
associated with demonstration projects may contribute to shareholder incentives.
Demonstrations may be evaluated with either an independent or a vendor evaluation.

Assessments: An assessment will be deployed for solutions that address a particular gap or
program need but have significant uncertainty around the effectiveness or potential of the
solution to realize savings. Because of the uncertainty, assessments will not include field
demonstrations or customer installations. Instead, assessments will focus on information
gathering to equip Company staff to make a more informed decision of whether and how to
proceed with the idea. It is possible that an assessment could recommend further
demonstration of the idea or determine the solution should exit the review process. Savings
associated with assessments may not contribute to shareholder incentives. Assessments may be
evaluated with an independent evaluation, vendor evaluation, or internal review.

The Company will coordinate efforts with internal and external stakeholders, such as Evaluation,
Measurement, and Verification (EM&YV), Customer Energy Management (CEM), OER, and EERMC, at

22 Docket 4600-A PUC Guidance Document, October 27, 2017. Section V. Pilots.

35



various points in the development process to ensure appropriately rigorous evaluation and attention is
given to each pilot, demonstration, and assessment. Updates will be provided to OER and the EERMC
consultant team on a quarterly basis and will solicit input during the Company’s collaborative annual
planning process.

4 Evaluation Measurement and Verification Plan

EM&YV provides independent verification of impacts to ensure that savings and benefits claimed by the
Company through its energy efficiency programs are accurate and credible. EM&V also provides insight
into market characteristics and guidance on energy efficiency program design to improve the delivery of
cost-effective programs.

To verify the impacts of programs on energy savings, the Company hires independent third-party
consulting firms to regularly conduct evaluation studies as part of its evaluation, measurement, and
verification process. These evaluations incorporate industry standard methods such as engineering
analysis, metering analysis, billing analysis, site visits, surveys, and market studies to realize the actual
energy savings of a measure. The EERMC and OER provide direct oversight of each evaluation study
conducted. Every year, the results of the studies are used to update the benefit-cost calculations during
planning. Attachment 3 EM&V Plan lists the evaluations that have occurred since 2010 that are still
being used and their influence on program planning. All completed evaluations are submitted
electronically to the PUC; final reports of evaluations completed in prior years are available in the
dockets for previous years, on the EERMC website3, or upon request.

Additionally, the EM&YV Plan for 2023 is presented in Attachment 3 and includes brief descriptions of
each of the proposed studies. The areas proposed for study in 2023 were chosen based on a number of
factors: the relative amount of savings in that program or end use, the vintage of the most recent
evaluation study, the relative precision of the recent evaluation study, recommendations from
previously completed studies, and the available evaluation budget. This list may be added to as the year
progresses and different evaluation priorities are identified. In particular, the Company will consider the
value of using evaluations from other jurisdictions as well as adding Rhode Island-specific impact or
process evaluations, as appropriate, that will help inform the Company’s efforts towards achieving the
goals of least cost procurement.

5 Coordination with Other Energy Policies and Programs

Continuing to provide the best value to Rhode Island customers necessitates that the Company
coordinate with other parts of the energy system, rather than pursuing savings programs and strategies
in isolation. In 2023 the Company will continue to seek ways to implement the energy efficiency
portfolio of programs in coordination with other Company filings and activities, described below. Efforts
have also been taken to ensure the 2023 Annual Plan is aligned with relevant state policies and
objectives, with specific coordination opportunities detailed below.

30 See https://rieermc.ri.gov/resources/ under “EM&YV Studies.”
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5.1 System Reliability Procurement

During the 2023 program year, the Company’s energy efficiency programs will continue their
longstanding coordination with SRP plans and filings, including the development of the Non-Pipelines
Alternative (NPA) program within the SRP pathway. Energy efficiency, among other demand side
management solutions, has potential to be a component to meet a variety of situations in which NWAs
and NPAs are considered. SRP filings will continue to be made separately from the energy efficiency
filings while any charge associated with SRP will be accounted for in the energy efficiency charge. One
opportunity for 2023 will be to test location-targeted marketing in heavily loaded feeder areas.

5.2 Advanced Metering Functionality (AMF), Grid Modernization (Grid Mod), Rate
Cases, Renewables

On January 21, 2021, the Company filed its proposed Grid Modernization Plan and Updated Advanced
Metering Functionality Business Case in RI PUC Docket 51143! and 5113%, respectively. The RI PUC
stayed both dockets pending further consideration following the issuance of a final Order in Division
Docket No. D-21-09, Petition for Authority to Transfer Ownership of the Narragansett Electric Company
to PPL Rhode Island Holdings, LLC, Petition of PPL Corporation, PPL Rhode Island Holdings, LLC, National
Grid USA, and the Narragansett Electric Company.3® Following receipt of Federal, State of Rhode Island
and State of Massachusetts regulatory approvals associated with the transaction, PPL Corporation
acquired The Narragansett Electric Company on May 25th, 2022, and rebranded the utility as Rhode
Island Energy. The Company will file to withdraw the previously filed AMF business case and Grid Mod
Plan and is working toward filing an updated AMF business case this fall and Grid Mod plan by the end
of the year.

5.3 Act on Climate

The Act on Climate Legislation was signed into law by Governor McKee in April 2021. This legislation
accelerates the timeline of legislated GHG reductions in Rl and mandates the specified reduction levels.
Specifically, 10% below 1990 levels by 2020; 45% below 1990 levels by 2030 (previously 2035); 80%
below 1990 levels by 2040 (previously 2050); and net-zero emissions by 2050 (new). Moving forward,
the Company’s energy efficiency programs will continue to set energy reduction goals these statewide
GHG emissions reduction targets and will report GHG emissions reductions in quarterly and annual

31 |n re: The Narragansett Electric Company d/b/a National Grid — Grid Modernization Plan. Rl PUC Docket 5114:
http://www.ripuc.ri.gov/eventsactions/docket/5114page.html

32 |n re: The Narragansett Electric Company d/b/a National Grid — Updated Advanced Metering Functionality
Business Case. Rl PUC Docket 5113: http://www.ripuc.ri.gov/eventsactions/docket/5113page.html

33 Rl PUC Docket 5113, Order 24089: http://www.ripuc.ri.gov/eventsactions/docket/5113-5114-NGrid-
0rd24089%20(7-14-2021).pdf:
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reports. Tables E-6A and G-6A in Attachments 5 and 6 include the projected carbon reductions from the
2023 Plan.

5.3.1 Electrification, Heat Pumps, and Delivered Fuel Policy and Objectives

The Company plans to continue to offer enhanced incentives for customers installing heat pumps using
allocated RGGI funds from OER, to the degree that those funds extend into 2023. At this time, the
Company does not have visibility to a direct regulatory pathway to the promotion of electrification for
delivered fuel customers by way of electric or gas system benefit charge collections for market rate
customers. The Company has proposed serving a limited number of income eligible and income eligible
multifamily customers that have oil or propane heating systems that are near end of useful life with full
replacement costs for electric heating systems. These two programs would traditionally support full
replacement costs of existing heating systems with a like-for-like replacement based on heating fuel.
The 2023 proposal is to install efficient electric heat for systems identified as near end of life.

The Company also plans to coordinate with OER on the new $25M heat pump program to facilitate the
customer experience, ensure that all available incentives are communicated, and explore synergies in
implementation. The draft proposed program design released by OER on July 25, 2022, indicates that
the program will include funding for fuel switching and will complement RIE’s efforts to promote
efficient heat pump adoption for residential, low-income, and small commercial customers.

5.4  Accounting for New Codes and Standards

With an update to the state energy code (to the 2018 International Energy Conservation Code (IECC)) in
early 2022, new construction savings opportunities have been reduced relative to prior years due to
rising baselines. There is a possibility that the Rhode Island legislature will adopt the IECC 2021 model
code in 2023. If that takes effect, this will increase baselines and further reduce program-influenced new
construction opportunities.

6 Multi-Year Strategies

In the revised LCP Standards adopted by the PUC in Docket 5015, the PUC directed the Company to
identify investment strategies for which implementation and budget requests (or revenue collection) are
expected to span multiple years. In addition to the budgets and targets required for the rest of the
portfolio, the PUC directed that the Company may separately provide budgets and goals for multi-year
strategies. The requirement applies to both the Annual and Three-Year Energy Efficiency Plans.

There is no such multi-year commitment envisioned for 2023.

CONSISTENCY WITH STANDARDS

7 Least Cost Procurement Law and Standards

This Annual Plan is submitted in accordance with the Least Cost Procurement Law, R.l. Gen. Laws § 39-1-
27.7, the basis for which is the Comprehensive Energy Conservation, Efficiency, and Affordability Act of
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2006, R.I. Gen. Laws § 39-2-1.2, and the Least Cost Procurement Standards as approved and adopted
pursuant to Order No. 23890 in Docket No. 5015. The Standards guide how energy efficiency services
are delivered — in a manner that is optimally cost-effective, reliable, prudent, and environmentally
responsible. Least-Cost Procurement that is Energy Efficiency and Conservation Procurement shall also
be lower than the cost of additional energy supply.

The Company has assessed each of these requirements in developing this Plan. Details on the
Company’s approach to considering each of these elements are included in this section. In addition,
further detail on the cost-effectiveness screening of the proposed investments is in Attachment 4 Rl
Benefit Cost Test, with detail on rate and bill impacts in Attachment 7.

7.1 Cost Effectiveness

7.1.1 Interpretation of Standard

The Rl Test compares the present value of the total lifetime benefits derived from efficiency savings to
the total costs of acquiring those savings (i.e., program and customers’ costs). According to the
Standards, “any program with a quantified benefit-cost ratio greater than 1.0 (i.e., where quantified
benefits are greater than quantified costs), should be considered cost-effective. Consistent with the
PUC’s guidance issued in Docket No. 4600, qualitative benefits and costs may be considered in
determining cost-effectiveness. The portfolio must be cost-effective and programs must be cost-

effective.”3*

7.1.2 Compliance with Standard

The Company has analyzed the cost-effectiveness for the proposed 2023 portfolio and programs using
the RI Test as required by Docket 4600 and the LCP Standards.*® The portfolio and programs proposed
for 2023 satisfy these criteria for cost-effectiveness.

As provided for in the Docket 4600 RI Test Framework, benefits include primary fuel energy savings
(electricity and natural gas), the value of other resource (fuel and water) benefits, price effects, non-
embedded greenhouse gas reduction benefits, non-embedded NOy reduction benefits, the value of
improved reliability, and non-energy impacts (NEls). Costs include all projects costs, program planning
and administration, sales, technical assistance and training, evaluation, and the performance incentive.
To illustrate the detailed components of the Rl Test as well as the sources of the values, the Company
has provided Attachment 4 Rl Benefit Cost Test. The Rl Test as applied to the 2023 Annual Plan utilizes
the regional avoided cost study, referred to as AESC 2021, completed by Synapse Energy Economics in
May 2021 that provided the monetization of most benefit categories in the 2019 — 2021 Annual Plans

34 RI PUC Docket 5015, LCP Standards, Section 3.2N

35 Rl PUC Docket 4600, http://www.ripuc.ri.gov/eventsactions/docket/4600page.html
36 R| PUC Docket 5015, LCP Standards
http://www.ripuc.ri.gov/eventsactions/docket/5015 LCP Standards 05 28 2020 8.21.2020%20Clean%20Copy%

20FINAL.pdf
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and the 2021 — 2023 Three-Year Plan. The monetization of benefits also incorporates the latest EM&V
results that affect claimable savings in the programs. Attachment 4 provides additional detail on
changes in the avoided costs.

Attachment 5, Table E-5 shows that the proposed portfolio of electric programs, including active
demand response, is expected to have a benefit/cost ratio of 2.41 in the presentation of BCR results,
which means that approximately $2.41 in monetized lifetime benefits is expected to be created for each
S1 spent on the portfolio. Attachment 6, Table G-5 shows that the proposed portfolio of gas programs is
expected to have a benefit/cost ratio of 2.79 in the presentation of BCR results, which means that $2.79
in lifetime benefits is expected to be created for each $1 spent on the portfolio. The tables in
Attachments 5 and 6 also demonstrate cost-effectiveness at a program level.

7.1.3 Other Economic Impacts

Cost-effectiveness results do not include economic impacts such as employment and gross state product
impacts from energy efficiency investments. Per agreement with stakeholders, economic impacts are
shown separately from the benefit-cost analysis in Attachment 5, Table E-5 (Economic Benefits) and
Attachment 6, Table E-6 (Economic Benefits). With the isolation of economic impacts, all programs and
portfolios still achieve benefit-cost ratios of at least 1.0. In addition, the Rl Test and the Docket 4600
Framework guidance also indicate that categories of the Framework can be considered qualitatively in
the assessment of cost effectiveness. When considering the significant economic activity generated
directly by the programs, including supporting 1,011 FTEs associated with the programs and more than
1,000 companies involved, as well as non-quantified benefits such as resiliency, a reasonable
assumption is that the macroeconomic benefits of the programs are positive and potentially significant
and, were those benefits included in the RI Test screening as quantified benefits, the programs would
achieve more favorable benefit-cost ratios.

7.2 Reliability
7.2.1 Interpretation of Standard

The Standards for reliability create an expectation that the Company will be able to deliver the programs
described herein and that the savings realized from program delivery are accurately estimated and
measured. In addition, as applicable, programs should be scalable and be tailored to meet specific
system needs.

7.2.2  Compliance with Standard

The programs developed under this Annual Plan will continue the Company’s extensive history of
offering best-in-class energy efficiency programs to customers. The Company continues to collaborate
with a diverse set of stakeholders including the EERMC, OER, Division, and community and advocacy
organizations to continually analyze the programs and identify opportunities for improvement.

In building this Annual Plan, the Company’s Customer Energy Management team worked closely with
industry experts, vendors, and program implementation professionals to assess the current state of
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existing programs, the potential for program scalability, the economic environment, and the ability to
deliver reliable energy savings as a result.

Supporting the Company’s efforts to deploy energy efficiency to Rhode Island customers is a robust and
long-standing evaluation, measurement, and verification (EM&V) apparatus. As noted in Section 4, the
Company hires independent third-party consulting firms to regularly conduct evaluation studies as part
of its EM&YV process. A distinct group of personnel within Rhode Island Energy that includes analysts
with specialized skills in engineering, statistics, and economics are tasked with the EM&V function and
coordinate all elements of the EM&YV process internally and externally. Evaluations incorporate industry
standard methods to assess the actual energy and demand savings of measures incented by the
programs. All elements of the EM&YV process are closely monitored by the EERMC, their Consultants,
and OER. The EM&YV process is continual, and every year results from EM&V studies are used to update
the savings in the benefit cost calculation of the measure, programs, and portfolios. In addition, process
evaluations and market studies conducted in the EM&V process provide an independent perspective on
the performance of the programs and provide insight into the state of the market and ways that the
Company can address new opportunities with its programs.

In total, these EM&V processes provide a transparent, externally vetted approach to ensuring that
claimed savings provide an accurate picture as possible of the impact of the Company’s energy efficiency
programs, accounting for spillover, free ridership, and other industry standard adjustment factors

The EM&V process also supports the Company’s participation in the ISO-NE Forward Capacity Market
(FCM). Passive demand savings achieved via electric energy efficiency and Combined Heat and Power
projects, and verified by the EM&YV process, continue to participate in the FCM as Passive On-Peak
Demand Resources. As detailed further in Section 9.2.3, the Company bids the passive demand savings
attributed to energy efficiency measures and Combined Heat and Power facilities in the FCM and
manages the associated capacity resources to maximize the resulting FCM revenue. The EM&V process
provides the necessary verification of claimed savings in order to meet the high standards for
participation in the ISO-NE FCM.

7.3 Prudency
7.3.1 Interpretation of Standard

The Company has considered, and continues to consider, several key components in the analysis of
prudency. These components can be summarized as considerations about the proposed investments on
the following:

e Support for the purposes of Least Cost Procurement

e Synergy savings through alternatives that meet multiple needs

e Management of risks to ratepayers and the distribution Company
e Effective use of funding sources

e Equitable in the allocation of costs, benefits, and services

e Rate and bill impacts
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e  Continuity of implementation efforts

7.3.2 Compliance with Standard

For the proposed investments detailed in this Plan, the Company has assessed each of these elements
and how they can be balanced to provide a comprehensive set of programs that will be achievable
within known and anticipated constraints.

Purposes of Least Cost Procurement. This plan secures cost effective energy efficiency resources to
support the electric and gas system through the creation of customer benefits in various components
enumerated in both the RI Test, comparison with the Cost of Supply, as well as the Performance
Incentive Mechanism.

Synergy savings. Program design seeks out synergies in customer participation, through a
comprehensive view of savings opportunities wherever possible and tiered incentive offers. As an
example of the way that the proposed investments in this plan address multiple needs, the electric
demand response program continues to grow in magnitude of savings and offerings while utilizing
channels and technologies that drive not only energy savings but also reduced cost and deferred
infrastructure benefits that flow from reducing peak demand.

Management of risks. Energy efficiency investments are generally low risk investments. Savings have
been well researched and documented through evaluation studies and the Company has confidence,
based on those studies, that predicted savings will be realized. Continued research through new
evaluation studies contribute to continuous program improvement and increasing levels of confidence.
Furthermore, many programs include customer education, post-installation inspection, or
commissioning to provide a foundation for assumptions about savings persistence. This further reduces
risk to ratepayers. Additionally, when the savings are reliably estimated, it serves to increase confidence
and reduce risk related to the energy efficiency resource in distribution planning. Finally, by reducing
costs and reliance on fuel supply by reducing demand, energy efficiency can offer some protection and
risk reduction associated with market and energy price volatility.

Effective use of funding. As describe in Section 9.2, the Company has identified a number of funding
sources to support the Plan budget. Furthermore, several sources of financing are offered to customers
to enable program budgets to go further to achieve Plan targets. Finally, effective use of funding is
represented in the mix of measures and incentives planned in order to balance the portfolio to achieve
the Plan’s objectives.

Equitable Allocation of Cost and Benefits. An equitable allocation of costs and benefits serves to
minimize the cost of the power system to all customers.3” The Company has assessed equitable

37 The equitable allocation of services promotes equity of access or opportunity and is addressed in Section 2.7 and
other areas of the Plan.
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allocation among sectors along dimensions of collections, budgets, and savings. As shown in Figure 1,
there is approximate parity between the collections by a customer class and its resulting budget and
savings in the electric portfolio. The only exception is the income-eligible sector where part of the
collections from the residential and C&I customer classes are used to help cover the income-eligible
sector funding needs.

The income-eligible budget is higher compared to its savings due to several factors: incentives are 100%
of the cost, the programs are more expensive because they are delivered in-home (compared to at retail
sites or via rebates) which requires more labor and management, and the programs have fewer
economies of scale (compared to C&I). $25.6 million is budgeted for the delivery of the gas and electric
income eligible sector programs, 23.6% and 15.7% of the total funding for each fuel portfolio
respectively in 2023. Taken together, these investments represent 17.7% of the overall electric and gas
portfolio budgets.

Figure 1. 2023 Graphical representation of Attachment 5 Table E-1, E-7, and total Electric Savings by Sector,
Cumulative

Electric Savings, Collections, and Budget by Sector

Savings by Sector (Lifetime MWh 8% 24% 68%

Savings by Sector (Annual MWh) 45§ 39% 57%

ctric Budget by Sector 16% 32% 52%

For the gas portfolio, there is also parity between the collections by a customer class and the resulting
savings. There is less equitable allocation between budgets and savings. This is due to several factors.
First, the energy efficiency program charge varies by customer segment, which changes collections.
Second, C&lI projects tend to create more savings per dollar. This is due to larger economies of scale,
larger projects, different delivery channels that require less labor or management and are more cost-
effective, evaluation factors such as free-ridership and spillover, and different customer opportunities.
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Given these considerations, as well as the continued interest in supporting income eligible programs,
the allocation of costs and benefits is prudently equitable.

Figure 2. 2023 Graphical representation of Attachment 6 Table G-1, G-7, and total Gas Savings by Sector,
Cumulative

Gas Savings, Collections, and Budget by Sector

Savings by Sector (Lifetime MMBtu,
Natural Gas Savings Only)

Savings by Sector (Annual MMBtu,
Natural Gas Savings Only)

Gas Budget by Sector

Gas Collections by Sector

0% 20% 40% 60% 80% 100%

m Income Eligible m Residential C&l
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Rate and Bill Impacts. The Company has assessed rate and bill impacts of the proposed electric and gas
portfolios. Summary results are included in the tables below, while additional details are available in
Attachment 7, Rate & Bill Impacts. Electric programs are projected to usually generate slight upward
movement on long term rates, but sometimes generate a reduction in long term rates. The range of long
term rate impacts is between -0.06% and 0.27%. For both residential and C&l participants, modeling
shows a reduction in bills between 0.05% and 20.20%. Natural gas programs are projected to generate
slight upward movement on long term rates between 0.02% and 0.56%. For income eligible customer
participants, small C&I participants, and large C&I participants, modeling shows a reduction in bills
between 3.01% and 24.51%.

Table 11 and Table 12 summarize the results of the electric and natural gas rate and bill analyses for the
2023 proposed programs, respectively. All electric sectors, except standard residential, see slight
increases in long term rates. 38 For all sectors, average electric customers see small decreases in overall
bills. Furthermore, average electric participants see decreases in their long-term bills. All gas sectors see
a slight increase in long term rates due to the 2023 programs. With the exception of the large C&lI
customers, the average gas customer sees a small increase in long term bills. On the other hand, the
average gas participant experiences a reduction in long term bills across all sectors.

Table 11: Rate and Bill Impact Results for the Electric Portfolio

Sector Long-Term Typical Bill Savings (% of Total Bill)
Rate Impacts Non- Average Average
(% of Total Participants Customer Participant
Rate)

Residential (Model 1: HERs only) 0.01% 0.01% -0.03% -0.05%
Residential (Model 2: All Programs -0.03% -0.03% -0.24% -4.89%
Except HERs)

Residential (Model 3: All Programs) -0.06% -0.06% -0.30% -4.71%
Income Eligible (Model 1: HERs only) 0.00% 0.00% -0.04% -0.07%
Income Eligible (Model 2: All Programs 0.24% 0.24% -0.58% -6.06%
Except HERs)

Income Eligible (Model 3: All 0.27% 0.27% -0.82% -6.95%
Programs)

Small C&l 0.23% 0.23% -0.35% -20.20%
Medium C&l 0.16% 0.16% -0.34% -7.00%
Large C&l 0.23% 0.23% -0.26% -4.98%

38 “Long term” means over the 20-year study period.
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Table 12: Rate and Bill Impact Results for the Natural Gas Portfolio

Sector Levelized net Long Term Average Change in Bills
change in Non- Average Average
rates due to Participants Customer Participant
2023

Programs
Residential (Model 1: HERs only) 0.02% 0.01% -0.01% -0.02%
Residential (Model 2: All Programs
Except HERs) 0.37% 0.36% 0.15% -5.35%
Residential (Model 3: All Programs) 0.38% 0.37% 0.14% -0.01%
Income Eligible 0.56% 0.57% 0.11% -3.84%
Small C&l 0.26% 0.26% 0.08% -24.51%
Large C&lI 0.31% 0.30% -0.04% -3.01%

When the HER program is considered in isolation (Model 1), average participants see a reduction in bills
of 0.05% for residential electric, 0.07% for income eligible electric, and 0.02% for gas. These results can
largely be attributed to the relatively short duration of savings from this program. When all other
residential programs except HERs are considered together (Model 2), average participants see 4.89%,
6.06%, and 5.35% reductions in average bills for electric residential, electric income eligible, and gas
customers, respectively. Lastly, when all residential programs are considered together (Model 3), long-
term average reductions in bills are 4.71% for electric residential, 6.95% for electric income eligible, and
0.01% for gas. The Company asserts that this rate and bill impacts analysis demonstrate a prudent
investment of ratepayer funds in the pursuit of the objectives of Least Cost Procurement.

For 2023, at the request of stakeholders, the Company has developed an estimate of the delivered fuel
bill impacts experienced by electric energy efficiency program participants who heat with delivered
fuels. While delivered fuels are unregulated, integrating delivered fuel and electric bill analysis provides
a sense of the overall impact electric energy efficiency programs have on total bills. See Table 13 below
and Attachment 7 for details.

Table 13: Delivered Fuels and Combined Bill Impacts

Sector Long Term Average Change in Bills
Total (Electric and
Delivered Fuels)
$311.53

$373.99

From Delivered Fuels

$240.37
$281.93

Residential (Participants)

Income Eligible (Participants)

The Company also has assessed the annual change in rates from 2022 to 2023 driven by the funding plan
and budgets discussed later in this Plan as another dimension of prudency. Table 14 summarizes the
changes in rates based on the E-1 and G-1 tables. While the Company’s proposed budget for 2023 is
approximately equal to the budget levels approved in the 2022 Annual Plan, several factors contribute
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to the change in the energy efficiency charges being negative. These factors (which were projected in
the 11-month indicative energy efficiency charges set forth in the Company’s compliance filing dated
January 27, 2022, which took effect February 1, 2022) include the budget levels, other sources of
funding, fund balances, and anticipated electric loads and natural gas sales. The changes to annual rates
caused by these factors may be considered to be prudent. These elements are discussed further in
Section 9 of this Plan.

Table 14. Summary of Changes in Rates between 2022 and 2023

2022 - 2023
Rate Category 2022 2023 Growth
Gas Residential SBC ($/therm) 0.1354 0.1171 -14%
Gas C&I SBC ($/therm) 0.0886 0.0638 -28%
Electric SBC ($/kWh) 0.01222 0.00894 -27%

Continuity of implementation efforts. While not explicitly spelled out in the Standards, the Company
has historically considered the continuity of implementation efforts as an element of prudency.
Continuity of implementation efforts means changing the scope or scale of programs in a way that is
sensitive to maintaining and developing a skilled workforce and receptive to the prevailing economic
conditions in the marketplace. The Company generally informs vendors of planned program changes to
enable them to prepare their workforce as necessary (for example to ramp up or provide training). The
Company also pays attention to this aspect of continuity because, absent continuity, skilled workers may
move to other jobs which could result in disruptions of energy efficiency services to customers.

7.4  Environmentally Responsible

7.4.1 Interpretation of Standard

Environmental responsibility includes compliance of the energy efficiency plan with state policies,
particularly pollution reduction. It further requires proper valuation of environmental costs and benefits
in the plan.

7.4.2 Compliance with Standard

The energy efficiency programs and portfolios described in the Annual Plan are environmentally
responsible. As detailed in Section 5.3, the recently passed Act on Climate stipulates mandatory and
time-bound emissions reductions for the state. This Annual Plan seeks to continue the progress that has
been made in reducing emissions by providing customers across all sectors with ways to reduce their
energy consumption. Energy efficiency therefore contributes directly to meeting the Act on Climate’s
goals. In addition to direct emissions reductions benefits, energy efficiency investments reduce the
potential environmental costs and footprint of avoided infrastructure investments and support the
ongoing growth and development of a sustainable, green job ecosystem in Rhode Island.

Both electric and natural gas efficiency portfolios will make a meaningful contribution to reduction in
emissions by driving reductions in customer energy usage in both the short and long term. As shown in
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Attachments 5 and 6, the electric and natural gas portfolios, considered together, will reduce emissions
by 72,705 short tons of carbon in 2023%. The values of non-embedded avoided carbon are calculated
using avoided cost values determined in AESC 2021 and the AESC Supplemental Study: the non-
embedded values of CO; and NO benefits generated by the 2023 annual plan over the lifetime of the
measures are $199.7M and $3.3M respectively. These monetized values of emissions are included as
benefit streams in the Rl Test benefit-cost assessment and in the assessment of cost of supply for the
portfolio; however, they are excluded from the calculation of net benefits in the Performance Incentive
Mechanism.

As noted in Section 2.6.1, this Annual Plan includes several activities designed to support upskilling of
the green workforce. In providing for these jobs and demonstrating the availability and attractiveness of
local, green jobs to Rhode Island’s existing and emerging workforce, the Company’s energy efficiency
programs help to ensure that the local workforce will exist to support the state’s environmental policy
goals.

Educating and engaging residential and business customers on the potential environmental impacts and
benefits of the implementation of energy efficiency measures is a foundational element of the
Company’s energy efficiency go-to-market strategy and also contributes to the environmental
responsibility of the Plan. Whether in the form of conveying potential environmental benefits of
customer recommendations through Home Energy Reports, EnergyWise home energy assessments, or
retail marketing initiatives, or by connecting SMB audits or large C&I customer sales efforts to business
customer sustainability initiatives, the Company’s energy efficiency program presence continue to help
to support the prominence of environmental issues in customers’ minds. Additionally, through the
Community-Based Initiative, the Company partners with municipalities and works through local energy
and environmental sustainability committees to connect individual customers’ energy efficiency
decisions and actions to broader municipal sustainability goals and messages. In doing so, the
Company’s programs continue to link energy savings and efficiency to real and visible benefits for the
communities in which their residents and small business reside.

7.5 Cost of Annual Plan Compared to the Cost of Energy Supply
7.5.1 Interpretation of Standard

In accordance with the LCP Standards, the Company assessed the cost of incremental energy supply and
the cost of energy efficiency using all applicable costs enumerated in the Rhode Island Benefit Cost
Framework (Framework) approved by the PUC in Docket 4600-A and the Rhode Island Test as described
in Attachment 4 RI Benefit Cost Test. This method is substantially the same as that used in the 2022
Plan.

3% While all energy savings seen in the plan are net, these emissions are calculated based on gross energy savings
from EE measures because meeting the state’s targets does not depend on who is getting credit for the GHG
reductions. The marginal carbon emission rates are from “Avoided Energy Supply Components in New England:
2021 Report” Appendix G.
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The Company is proposing an adjustment to the methodology regarding utility non-energy impacts to
align with how utility non-energy impacts are treated in the performance incentive mechanism. Called
“Utility NEIs,” they include non-energy impacts of decreased costs to the utility*® from installing energy
efficiency measures. The cost of supply methodology has been updated to include these costs, which is
reflected in Table 15.

7.5.2  Compliance with Standard

Based on the Company’s calculation, the total cost of energy efficiency for the electric portfolio is
$133.0M and the total cost of electric supply to meet the same need would be $290.4M. This is a total
savings of $157.5M over the life of the installed energy efficiency measures from investing in energy
efficiency instead of electric supply. The total cost of energy efficiency for the natural gas portfolio is
$44.4M and the total cost of natural gas supply to meet the same need would be $89.1M. This is a total
savings of $44.7M over the life of the installed energy efficiency measures from investing in energy
efficiency instead of natural gas supply. The methodology for calculating Cost of Supply is detailed
below.

The Rl Test is an appropriate mechanism to determine which costs to include in this assessment. The Rl
Test, as detailed in Attachment 4, captures the aspects of the Framework that pertain to energy
efficiency programs. For the purposes of this assessment, the avoided cost values in the Rl Test can also
be applied as the costs of procuring additional energy supply. The Rl Test also details what is considered
a cost of energy efficiency. These are costs incurred by the utility to implement the Plan and the expense
borne by the customer for its share of the energy efficiency measure cost.

The Company proposes to use the costs described in Table 15 to compare the cost of energy efficiency
to the cost of energy supply. The categories listed in this table are all used in the Rl Test, as defined in
Attachment 4 of the Plan. As directed by the LCP Standards, the Company provides an explanation for
why cost categories are either appropriate or not appropriate for inclusion in the assessment of the cost
of energy supply compared to the cost of energy efficiency.

Table 15. List of the Costs of Energy Efficiency and Costs of Energy Supply

Costs of Energy Efficiency

Cost Included Explanation
(Y/N)
Utility Costs Yes These costs are incurred to achieve implementation of energy efficiency
measures and programs. Includes all costs in Tables E-2 and G-2.
Participant Costs Yes Customer contribution to the installation cost of the efficient measure.
Customer costs included in Tables E-5 and G-5.

40 This includes the NEIs of bad-debt write-off, terminations & reconnections, customer calls and collections,
notices, and safety related emergencies.
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Costs of Energy Supply

Nitrous Oxide (NOx)
Costs

Cost Included Explanation
(Y/N)

Electric Energy Costs Yes Represents the cost of purchasing electric energy supply.

Electric Generation Yes Represents cost of generation capacity in ISO-NE.

Costs

Electric Transmission Yes Represents Pool Transmission Facilities (PTF) cost.

Capacity Costs

Electric Distribution Yes Represents the cost of distribution capacity related to increased load.

Capacity Costs

Natural Gas Costs Yes Represents the cost of purchasing natural gas supply.

Fuel Costs Yes Non-regulated delivered fuels are an energy supply cost to customers
that utilize these fuels for heating. The fuel costs in this category are
separate from those embedded in the cost of the electric market. While
not a direct cost of electric energy supply, Rhode Island Energy includes
incentives for delivered fuel energy efficiency measures in its electric
portfolio. Therefore, to achieve symmetry with costs associated with
electric energy efficiency, delivered fuels costs should be included in this
comparison.

Water and Sewer Costs No While avoided water and sewer costs are a benefit of installing certain
energy efficiency measures, they are not a direct cost of energy supply.

Non-Energy Impact No With the exception of the three NEls listed below, while non-energy

Costs impacts are a benefit of installing certain energy efficiency measures,
they are not a direct cost of energy supply.

e Income Eligible Yes Costs associated with energy being sold at the income eligible rate
Rate Discount
e Arrearages Yes Costs associated with arrearage carrying costs as a result of customers
not being able to pay their energy bills
e  Utility Yes Costs associated with utility carrying costs as a result of customers
encountering issues with utility services or paying their bills.

Price Effects Yes Represents costs associated with the impact of demand reduction on
ISO-NE energy and capacity markets.

Non-embedded Yes Represents the social cost of carbon. The social cost of carbon is the cost

Greenhouse Gas associated with meeting the goals of the Act on Climate. Carbon

Reduction Costs emissions come from the production of energy and should be
considered a cost of supplying that energy.

Economic No While economic development is a benefit of investment in energy

Development efficiency measures it is not a direct cost of energy supply.

Non-embedded Yes NOx emissions come from the production of energy and therefore the

health impacts of NOx emissions should be considered part of the cost
of supplying that energy.
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Reliability Costs Yes Increased energy demand can lead to declining reserve margins and

decrease reliability so should be associated with the cost of energy.

For the assessment, the Company applies the above costs of supply to the lifetime electricity, lifetime
MMBtu of delivered fuels, demand, and natural gas savings for each measure included in the Plan in
present value terms. The costs of the 2023 Plan occur only in 2023 and are therefore not discounted.
The results of the Cost of Supply analysis are presented in Table 16.

Table 16. Costs of Energy Efficiency and Costs of Energy Supply

Benefits Electric Gas ‘
Electric Energy $51,117,015 $533,094
Electric Generation 85,667,752 $259,168
Electric Transmission Capacity $15,455,626 $357,872
Electric Distribution Capacity $17,545,553 $440,304
Natural Gas -$5,801,241 $26,995,981
Delivered Fuel $26,354,283 S0
Price Effects $34,018,200 $1,084,015
Non-Embedded Greenhouse Gas Reduction $143,082,424 $56,571,453
Non-Embedded NOx $1,034,639 $2,299,863
Reliability $1,672,347 $32,750
Income Eligible Rate Discount $81,884 $64,512
Arrearages $50,415 $143,281
Utility $150,820 $326,953
Cost of Supply $290,429,716 $89,109,245
Costs Electric Gas

Program Implementation Expenses $104,138,334 $36,155,801
Customer Contribution $24,992,105 $7,704,069
Shareholder Incentive $3,821,401 $530,407
Cost of EE $132,951,840 $44,390,278
Difference $157,477,876 $44,718,968

GOALS, BUDGET, AND FUNDING PLAN

Funding, budgets, goals, and cost-effectiveness information is provided in Attachment 5 Electric EE
Program Tables for the proposed electric energy efficiency programs and in Attachment 6 Gas EE
Program Tables for the proposed natural gas energy efficiency programs.
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8 Savings Goals

In 2023, the Company will primarily measure performance through lifetime energy savings. These
savings align with the energy savings Targets as set by the EERMC (and approved by the PUC in Docket
5023)." The Company recognizes the long-term value of developing and achieving lifetime energy
savings goals because of the focus on longer term customer savings and benefits. The electric portfolio
will measure energy savings in units of lifetime MWh and the gas portfolio will measure energy savings
in units of lifetime MMBtu. For comparability with past plans, the Company will continue to track and
report on annual energy savings as has been done for the duration of the programs. Electric demand
savings, from passive energy efficiency savings and active demand response, will continue to be
measured and reported in annual units of kW.

The Company will also track net annual and lifetime all-fuel MMBtu (electric, gas, oil, and propane)
savings for both the electric and gas portfolios.*? Tracking net annual and lifetime all-fuel savings
(MMBtu) more fully captures the net effect of all-fuel savings efforts (electric, gas, oil, and propane). The
tracking effort will provide useful information and benchmarking for state efforts to support
decarbonization of the thermal energy sector and better support State and Company greenhouse gas
reduction goals now and in the future.

Carbon reductions will be calculated and reported as a secondary goal in 2023 consistent with the
Standards and the Act on Climate.®

Savings goals for the electric portfolio are presented in Attachment 5 and for the natural gas portfolio in
Attachment 6.

8.1 Annual Plan Compared to the Three-Year Plan

The energy and cost savings for the 2023 program year are consistent with the objectives and
requirements of Least Cost Procurement. However, as seen in Table 17 and Table 18, there are some
notable differences between the goals proposed in the 2023 Annual Plan and the Three-Year Plan
Compliance Filing.

Table 17. Comparison of 2023 Electric Portfolio in Three-Year Plan Compliance Filing and 2023 Annual Plan

Electric Portfolio 2023 in 3YP Compliance 2023 Annual Plan % Change
Filing
Net Annual Savings (MWh) 131,873 107,717 -18%
Net Lifetime Savings (MWh) 1,333,218 783,440 -41%
Total Benefits (Rl Test) $ 646,450,249 $320,621,945 -50%
Total Budget $ 128,755,600 $107,959,736 -16%

41 R| PUC Docket 5023, http://www.ripuc.ri.gov/eventsactions/docket/5023page.html
42 See Tables E6-A and G6-A for calculation of annual and lifetime MMBtu of all fuels

43 See Tables E6-A and G6-A for calculation of annual short tons of CO2.

52



Electric Portfolio 2023 in 3YP Compliance 2023 Annual Plan % Change

Filing
Benefit Cost Ratio (Rl Test) 4.29 2.41 -44%
Cost/Lifetime kWh $0.109 $0.165 51%
EE Program Charge per kWh $0.01726 $0.0089 -48%

Table 18. Comparison of 2023 Gas Portfolio in Three-Year Plan Compliance Filing and 2023 Annual Plan

Gas Portfolio 2023 in 3YP 2023 Annual Plan % Change
Compliance Filing
Net Annual Savings (MMBtu) 440,421 309,373 -30%
Net Lifetime Savings (MMBtu) 4,447,108 3,229,779 -27%
Total Benefits (RI Test) $151,000,725 $123,846,901 -18%
Total Budget $38,558,829 $36,686,208 5%
Benefit Cost Ratio (Rl Test) 3.08 2.79 -9%
Cost/Lifetime MMBtu $10.63 $13.58 28%
C&I EE Program Charge per Dth $0.787 $0.638 -19%
Residential EE Program Charge per Dth $1.131 $1.171 4%

There are a few key drivers contributing to these differences. As described below, some of these drivers
interact with each other.

e Budgets for 2023 are lower than anticipated in the Three-Year Plan. As noted previously, the
Company has balanced concern about the rising cost of energy during a period of economic
uncertainty with its energy efficiency objectives.

e Costs to acquire energy efficiency per lifetime MMBtu and lifetime kWh are higher. Supply
chain disruptions and inflation are increasing the cost per unit savings for 2023. This results in
fewer savings being achieved for every dollar spent. The amount of inflation that has occurred in
recent months was not factored into the 2021 — 2023 Three-Year Plan but has been considered
in 2023 planning. Based on some focused research and information from the field, the average
energy efficiency dollar acquires at least 10% fewer savings than projected in the Three-Year
Plan.

e (Claimable savings in the electric portfolio have been influenced by measure mix and evaluation
results. This is most prominently observed in Commercial and Industrial (C&I) lighting measures
where evaluation results significantly reduced the claimable measure lives by approximately
40% compared to assumptions used in the Three-Year Plan.* Since lighting was such a large part
of the C&I portfolio, this change has had a significant impact on lifetime MWh. Furthermore,
because lighting savings were relatively inexpensive, the decrease in lighting savings increases
the cost per unit of savings, decreases total electric benefits and impacts the B/C Ratio (Rl Test)
results compared to the Three-Year Plan.

4 Based on the Rhode Island C&l Lighting Market Characterization Study, that produced results in August 2022.
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e Differences in benefits are also attributable to the application of avoided costs from the 2021
Avoided Energy Supply Component Study (AESC 2021), completed by Synapse Energy Economics
(Synapse) as an update and replacement of the AESC 2018 Study that provided the monetization
of most benefit categories in the Three-Year Plan. The 2023 Plan benefits include an updated
value for the Social Cost of Carbon based on a supplemental study to AESC 2021 released by
Synapse in October 2021.

e Three-Year Plan total benefits includes monetized economic impacts, such as RI GDP impacts,
while 2023 Annual Plan total benefits exclude monetized economic impacts. In the Three-Year
Plan, monetized economic impacts accounted for over 30% of the gas portfolio total benefits
and over 40% of the electric portfolio total benefits. The exclusion of monetized economic
benefits also applies to the calculation of Benefit Cost Ratios.

9 Funding Plan and Budgets

In developing the budgets and funding plans for this 2023 Annual Plan, the Company took into account
the traditional factors (anticipated 2022 year-end fund balances and anticipated 2023 sales volumes®)
that always impact the relationship between requested implementation budgets and the required
customer surcharges necessary to fund the proposed plan.

9.1 Budgets

The Company is proposing energy efficiency portfolio budgets for 2023 that are approximately level with
the final budgets for 2022. In developing the 2023 Annual Plan, the Rhode Island Energy team has
focused on striking the best balance between delivering the necessary benefits of energy efficiency and
maintaining a budget that reduces bill pressure on our customers given present economic realities
affecting Rhode Island. The Company submits that its approach in developing the budget for 2023 is
consistent with the prudency requirements of the Standards.

The portfolio of energy efficiency programs and services for 2023 will have an overall budget of
approximately $108.0M for electric programs and $36.7M for natural gas programs. The budget is
segmented into three sectors: residential income eligible, residential non-income eligible, and
commercial and industrial. Proposed sector and program budgets are provided in Attachment 5 Electric
EE Program Tables, Table E-2 and Attachment 6 Gas EE Program Tables, Table G-2. A comparison of

45 The 2023 Annual Plan will be submitted to the Rl PUC on October 1, 2022, consistent with the revised LCP
Standards issued by the RI PUC in 2020. Given this updated timeline compared to prior years, the Company may
not be able to include its updated annual electric load forecast for the October 1% filing. When the electric forecast
is available, the Company will provide an updated filing to the Rl PUC, consistent with past practice when
incremental information on in-year spend is available following filing.
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these proposed budgets to the 2022 budget is provided in Attachment 5, Table E-4 and Attachment 6,
Table G-4.

The Company will continue the practice of funding commitments established in the 2014 Plan, Docket
4451. Specifically, the Company will continue to make funding commitments for projects with a
projected one time incentive in excess of $3M million. For all other projects, except those with
incentives greater than $3 million, there would be no commitment budget.

9.2 Funding Plan

The 2023 budgets for cost-effective electric and natural gas efficiency investments are dependent on a
number of projections that inform the amount of funding, including projections of electricity and natural
gas sales, year-end 2022 large C&I program commitments, capacity payments received from ISO-NE
(electric only), and year-end 2022 spending. The sources of funding and the amounts of the funding
proposed for the 2023 energy efficiency programs are shown in Table E-1 for electric programs and
Table G-1 for natural gas programs. Annual Plan funding sources are described in the sections that
follow.

9.2.1 Energy Efficiency Charges

The sources of funding for the 2023 electric programs are shown in Attachment 5 Electric EE Program
Tables, Table E-1. To collect these funding sources for the 2023 cost-effective programs, the Company
proposes: (1) one line on the customers’ bill labeled “Energy Efficiency Charge” at $0.00894 per kWh, as
calculated in Attachment 5, Table E-1 (composed of the existing energy efficiency program charge of
$0.01222 per kWh plus a fully reconciling funding mechanism charge of (-50.0032)8 per kWh in
accordance with the requirements of R.I. Gen. Laws § 39-1-27.7); (2) projected Large C&I commitments
from 2022, if any; (3) projected carryover of the year-end 2022 fund balance, as applicable, including
interest at the rate in effect for customer deposits; (4) forecast revenue generated by ISO-NE’s Forward
Capacity Market (FCM); and (5) other potential outside revenue sources, including but not limited to
those generated through RGGI permit auctions. Funding sources do not include revolving loan funds.

The sources of funding for the 2023 natural gas programs are shown in Attachment 6 Gas EE Program
Tables, Table G-1. The Company proposes that the 2023 budget should be funded from the following
sources: (1) one line on the customers’ bill labeled “Energy Efficiency Charge” at $1.171 per dekatherm
for residential customers and $0.638 per dekatherm for non-residential customers as calculated in
Attachment 6, Table G-1 (composed of the existing energy efficiency program charge of $1.354 per
dekatherm plus a fully reconciling funding mechanism of (-50.18)3 per dekatherm for residential
customers and the existing energy efficiency program charge of $0.886 per dekatherm plus a fully
reconciling funding mechanism of( $0248)9 for non-residential customers in accordance with the
requirements of R.l. Gen. Laws § 39-1-27.7); (2) projected carryovers or under-recoveries of the year-
end 2022 fund balance, including interest at the rate in effect for customer deposits. Funding sources do
not include revolving loan funds.
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The decrease in the proposed EE Program Charge per kWh is driven by a positive 2022 year end fund
balance forecast of $32.3M. The decrease in the C&I and Residential Program Charge per Dth is driven
by the positive 2022 Year End Gas Fund Balance forecast of $1.7M.

The Company forecasts electric energy deliveries and gas loads for a variety of filings. In the context of
the Annual Energy Efficiency Plan, the forecasts primarily factor into the calculation of the per-unit
energy charges that fund the gas and electric energy efficiency portfolios. At the time of the preparation
of this plan, the Company used a gas forecast based on the June 2022 release and an electric forecast
based on the September 2021 release®®. These forecasts have been provided by National Grid under the
Transition Service Agreement between PPL and National Grid. The sections below provide an overview
of the forecasting processes for the electric energy delivery and gas load forecasts.

Electric Forecast Summary. The electric energy deliveries forecast is developed in several steps. The
first step was to “reconstitute,” that is add-back or subtract, as applicable, the impacts of energy
efficiency (“EE”), solar-photovoltaics (“PV”), electric vehicles (“EV”), and electric heat pumps (“EH”) to
the historical monthly energy dataset. This set of programs and technologies is termed Distributed
Energy Resources (“DERs”), and the reconstituted data is termed “gross” to reflect the fact that it
represents data prior to the impacts of DERs.

The second step is to develop an econometric forecast of gross energy deliveries based on Rhode Island
economic conditions, normal weather, and days billed, as appropriate, using this reconstituted dataset.
The economic conditions are from Moody’s economy outlook. The weather variables considered are
cooling degree days (“CDDs”) and heating degree days (“HDDs”). Normal weather is defined by the
average CDDs and HDDs of the most recent ten years. Due to the unavailability and / or great
uncertainties of long-term weather forecasts, it is a common practice to use normal weather for long-
term load forecasting.

The third step is to create the “net” forecast by adjusting the gross forecast by the projections for future
DERs. Impacts for EE and PV (reflecting decreased electric load on the system) are subtracted from the
gross forecast, impacts of EV (reflecting increased electric load on the system) are added to the gross
forecast, and impacts of EH are added to or subtracted from the gross forecast depending on the season
to create the net forecasts. These forecasts were first developed in terms of revenue classes —
residential, commercial, and industrial. They were then allocated to the various rate classes using the
current revenue to rate class percentages from the Company’s billing system.

Gas Forecast Summary. The Company’s gas load forecast is based on a comprehensive methodology for
forecasting retail customer load requirements using a series of econometric models to determine the
changes expected for Residential Heating, Residential Non-Heating, Commercial, and Industrial markets.

46 |f a September 2022 release is available before the 2023 Plan is filed, it will be used.
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To determine the projected growth over the forecast period, the econometric models used historical
economic, demographic, and energy price data, and weather data to determine total energy demand.

The product of the Company's retail demand forecast is a forecast of meter counts, use-per-customer,
and volume by month by internal rate code under normal weather conditions. The Company’s retail
demand forecast is then converted to wholesale supply requirements at the Company’s city gates based
on the relationship between city gate volumes (including supplementals) and weather on the daily level.
The product of the Company's wholesale customer requirements forecast is a forecast of volume by day
under normal and design weather conditions.”

9.2.2 Fund Balances

The Company estimates that the electric projected fund balance at year-end 2022 will be $32.3M, as
shown in Line 3, Attachment 5, Table E-1; the gas fund balance at year-end 2022 is estimated to be
$1.7M, as shown in Line 2 Attachment 6, Table G-1. For the first draft, the Company has included 2022
year end fund balance forecasts (electric and gas) on line 2 of the E-1 and G-1 tables in Attachment 5
and Attachment 6, respectively. The fund balance forecasts include estimated implementation expenses
and estimated earned performance incentives.

Adjustments for 2022 Year-End Fund Balance. The 2022 year-end fund balance will be a function of
actual implementation expenses and Company earned performance incentive through year-end 2022.
Consistent with recent practice, on November 17, 2022% the Company will provide updated year-end
fund balance forecasts, reflecting updated sales, collection, and program expenditure forecasts through
year-end and revised tables E-1 and G-1 to provide the PUC with time to review the Company’s
proposed charges in advance of the Annual Plan hearing. This would allow the charges, if approved, to
have an effective date of January 1, 2023. This will allow the Company to begin collecting the most
accurate charge possible at the start of the program year and avoid any market confusion surrounding
the status and implementation of the 2023 energy efficiency programs. If the actual year-end 2022 fund
balance as filed in the Year-End Report is higher or lower than that amount projected in the November
17, 2022 revised Tables E-1 and G-1, any deviation will be fully reconciled in the next program year in
accordance with the requirements of R.l. Gen. Laws § 39-1-27.7.

The fund balance includes a $2,489,697 credit from shareholder funds, with interest, to the fund
balance which the Company made in May and June 2022 based on the Company’s involvement in
Docket 22-05-EE. That amount has been allocated to the electric and gas fund balances appropriately.

9.2.3 ISO-NE Capacity Market Revenue

Consistent with the LCP Standards, Annual Plan, and PUC decisions regarding annual plans since 2008,
the kW-demand savings achieved via the electric energy efficiency and Combined Heat and Power

47 This date is being moved up two weeks due to the Annual Plan Filing date being moved up two weeks from
October 15 to October 1°t.
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programs continue to participate in the FCM as Passive On-Peak Demand Resources. The Company will
manage and direct the revenues by bidding the demand savings attributed to energy efficiency
measures and Combined Heat and Power facilities in the FCM and managing the associated capacity
resources to maximize the resulting FCM revenue. The revenues from measures installed through this
Plan, as well as all previous Plans, will continue to be reinvested in energy savings for the life of the
measure.

The Company is to recover all prudently incurred FCM expenses from ISO-NE capacity-payment revenue
generated by the demand savings from efficiency programs represented by the Company. The Company
expects that capacity payments received from the ISO-NE will exceed its administrative and Evaluation,
Measurement and Verification (EM&V) compliance costs of participation in the FCM and will result in
additional funds being made available to fund efficiency programs for customers. If these participation
costs exceed the capacity payments, the Company may recover its prudently incurred costs from the
energy efficiency program fund. Only prudently incurred expenses are deducted from ISO-NE capacity
payments or the energy efficiency program fund.

In addition, as part of the FCM, all qualified auction participants are required to post Financial Assurance
to provide security that the promised resource will deliver the promised MW at the promised time. If, as
a result of circumstances beyond the Company’s control,*® the Company is unable to provide all or a
portion of the megawatts of capacity proposed in its qualification packages and capacity auction bids,
some or all the financial assurance monies would be forfeited.

9.2.4 RGGI Funding

RGGI funding is allocated to the State of Rhode Island based on quarterly auctions for emissions
allowances. The OER develops a plan for the allocation of auction proceeds. In 2022, a portion of RGGI
proceeds has been allocated to the Company in three specific work area:

e Enhanced incentives for deliverable fuel to electric efficient heating equipment
e \Weatherization of Small Businesses
e Enhanced incentive for moderate income residential customers

Funds that are not spent in 2022 may be rolled over to 2023.

8 Such circumstances may include legislative action to alter the EE Program Charge or discontinue the Company’s
authority to implement the energy efficiency programs underlying the Qualifications Package or a PUC decision
limiting the Company’s role in bidding the demand savings acquired through program efforts into the FCM.
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9.2.5 Exceptions to the Natural Gas Energy Efficiency Program Charge

All natural gas used for distributed generation projects approved since 2014 will be subject to the
natural gas energy efficiency surcharge.*

The 2006 Act allows the PUC to exempt natural gas used for manufacturing processes from the energy
efficiency surcharge where the customer has established a self-directed program to invest in and
achieve best effective energy efficiency in accordance with a plan approved by the PUC and subject to
periodic review and approval by the PUC. Consistent with prior PUC decisions, the Company has
developed recommendations for a process under which a manufacturer may submit its self-directed
program and the required annual reports for approval. The Company recognizes that this process may
need to be reviewed and modified after the PUC has accumulated sufficient experience with these
programs. Any customer that receives this exemption from the natural gas energy efficiency program
charge will not be eligible to receive natural gas energy efficiency program services.

9.2.6 Budget Management

Deviations from the planned budget for 2023 are possible during the program year. The Company
contemplates three potential overspending scenarios, and will address them as follows:

e Anticipated overspending up to 10%. The Company’s expenditures for 2023 may exceed the
total portfolio budget by up to 10% so long as written notification is provided to the EERMC,
OER, PUC, and DPUC for any deviation. The Company will track expected expenditures relative

to planned budgets and will report to stakeholders through inclusion in the quarterly reports, or
earlier, if the Company believes such overage is likely to occur. Any such notification will occur
as soon as possible, and no later than the distribution of the Company’s Third Quarter Report in
mid-November 2023 and must explain the need for a higher budget and must justify how the
expenditures are reasonably consistent with the original annual plan and in accordance with
Least Cost Procurement.

e Anticipated overspending in excess of 10%. During 2023, if the Company anticipates that
continued operation of its programs is likely to result in actual expenditures exceeding the total
portfolio budget by more than 10%, the Company will seek a vote of approval from the EERMC.
OER commits to making all reasonable efforts to schedule such vote as soon as feasible
following notification, but no later than thirty days from receipt of notification. The PUC will not
provide advance approval of expenditures exceeding the total budget by more than 10%. The

4 Natural gas used for distributed generation (excluding natural gas used by emergency generators) for distributed
generation projects approved under the energy efficiency programs in 2013 and prior years - independent of the
date those facilities become commercially operable — are not subject to the energy efficiency surcharge when
natural gas used for that purpose can be clearly identified through uniquely metered use and when so requested in
writing by the customer.
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Company will be required to demonstrate to the PUC that the overspend was prudent. Support
from the Division, OER, and EERMC will be considered in the PUC's review of prudency.

e Unanticipated overspending in excess of 10%. If the Company did not anticipate and notify

stakeholders identified above that its actual expenditures would exceed the total portfolio
budget by more than 10%, but actual expenditures do exceed such threshold, such expenditures
above 110% of approved budget will be at the Company’s risk and, in order to secure cost
recovery, the Company will bear the burden of demonstrating the reasonableness of its actions
to the PUC, including an explanation of why the overspending occurred and how the
expenditures are reasonably consistent with the original plan and in accordance with Least Cost
Procurement. Such demonstration would be required to be part of the 2023 Year-End Report.

In all instances, the PUC retains its traditional ratemaking authority to review the prudency and
reasonableness of the Company’s actions.

9.2.7 Notification of Large Customer Incentives

The Company shall inform the PUC, DPUC, OER, and EERMC in writing of any energy efficiency incentive
annual offer in excess of $3M million per a measure. The Company shall inform the DPUC, OER, and
EERMC in writing of any CHP project with a net output of 1 MW or greater (where net is the nameplate
MW output minus CHP auxiliary kW). The process for notification of CHP projects is described in
Attachment 2 C&I Programs.

To prevent customer delays and to facilitate the Company’s ability to meet customer expectation and
annual energy savings goals, the OER, EERMC and Division agree to ask questions and provide comments
on any non-CHP energy efficiency incentive annual offer in excess of $3M million within thirty days. The
Company, through its own discretion, may proceed with an incentive offer. The incentive, and any other
related proposals will be authorized to proceed after thirty days from the date on which the Company
notified the PUC, OER, Division, and EERMC of the incentive unless the PUC suspends the filing and/or
issues an order within such 30-day period to extend the time for purposes of further review.

10 Performance Incentive Plan

The RI PUC approved a performance incentive mechanism (PIM) for 2021 — 2023 in Docket 5076 that
changed the way that the Company measures and earns a performance incentive.>® The PIM, as
approved in Docket 5076, established the measurement of performance as a net benefits framework
based on a set of prioritized benefit categories. This prioritizes utility system impacts over resource
benefits generated by the programs and omits the societal benefits. The “netting” calculation incents

50 Refer to Appendix A of PUC Report and Order No. 24225; written order issued on September 21, 2021 for final
guidance on the PIM as approved in PUC Docket 5076. http://www.ripuc.ri.gov/eventsactions/docket/5076-NGrid-
0rd24225%20(9-21-2021).pdf.
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budget controls so that the benefits are achieved in line with the portfolio budgets as proposed in the
Plan.

Equation 1. lllustrative Calculation of Net Benefits for Performance Incentive Mechanism
Total Benefits = (100% of Utility System Benefits + 50% of Resource Benefits)

Net Benefits = (100% of Utility System Benefits + 50% of Resource Benefits)
— (Programmatic Costs + Regulatory Costs)

The PIM measures performance at the sector and fuel level:

e Non-Income Eligible Residential Electric
e Income Eligible Residential Electric

e Commercial and Industrial Electric

e Non-Income Eligible Residential Gas

e Income Eligible Residential Gas

e Commercial and Industrial Gas

For the gas non-income eligible residential and income eligible residential sectors, the above
calculations for the 2023 Annual Plan result in negative planned net benefits. Therefore, the entire
earning opportunity for the gas portfolio is allocated to the C&lI sector. In the electric portfolio, only the
income eligible sector only has planned negative net benefits. Therefore, the electric earning
opportunity is split between the non-income eligible and C&I sectors. The PIM also includes Service
Quality Adjustments (SQAs) in the non-income eligible residential gas and electric and income eligible
residential sectors which require the Company to achieve defined levels of performance equal to the
sum of prioritized total benefits. If the defined levels of service (total benefits) are not achieved in the
identified residential and income eligible sectors, the SQAs apply reductions to any realized earnings in
the commercial and industrial sector. The SQAs also include a cost component that adjusts the realized
performance, and consequently any reduction of C&I earnings, based on how the realized expenditures
in the residential and income eligible sectors compare to planned budgets. The SQAs therefore provide a
similar incentive signal as the “netting” calculation in the core of the PIM and provide the Company with
signals that savings and benefits should be pursued and prioritized in each sector, rather than
exclusively the Commercial and Industrial sector where the earning opportunity resides.

In addition, the PIM calculations include a set of potential adjustments that are intended to further
incent the company to maintain budget controls in the delivery of savings, and therefore prioritized
benefits, by adjusting earnings under this mechanism based on cost relative to budget. The Company is
not proposing structural changes to the PIM for 2023.

Attachment 5, Table E-8A and Attachment 6, G-8A show the categories of benefits that are included in
the PIM calculations, categories omitted from the PIM, and the weighting assigned to those benefits in
the calculation. The categories of benefits are also summarized in Table 20 below. The monetized
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benefits included in the PIM are calculated from a subset of benefit categories included in the Rl Test,
calculated using the same methods and inputs as the Rl Test.

Table 19. Electric Energy Efficiency Portfolio Benefits Alignment for PIM Calculations

Benefit PIM Categorization Percent Allocation in PIM Calculation

Summer Generation

Capacity DRIPE

Transmission

Distribution

Reliability

Winter Peak Electric Energy Electric Utility System

Winter Off Peak Electric Energy Benefits

Summer Peak Electric Energy

Summer Off Peak Electric Energy

Electric Energy DRIPE

Utility Non-Energy Impacts (NEls)

Non-Embedded Carbon

Natural Gas and Natural Gas DRIPE

Oil and Oil DRIPE

Propane

Water

Non Resource (NEls)

Non-Embedded NOx Other Not Included 0%
: Benefits

Economic

100%

Resource Benefits 50%

Table 20. Gas Energy Efficiency Portfolio Benefits Alignment for PIM Calculations

Benefit PIM Categorization Percent Allocation in PIM Calculation
Natural Gas Gas Utility System 100%

Natural Gas DRIPE Benefits
Utility Non Energy Impacts (NEls)
Summer Generation

Capacity DRIPE

Transmission

Distribution Resource Benefits 50%
Reliability

Winter Peak Electric Energy
Winter Off Peak Electric Energy
Summer Peak Electric Energy
Summer Off Peak Electric Energy
Electric Energy DRIPE

Oil and Oil DRIPE

Propane

Water

Non Resource (NEls) Other Not Included 0%
Non-Embedded Carbon Benefits
Non-Embedded NOx
Economic
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Tables E-8B and G-8B show the costs that are used in the “netting” calculations in the PIM, and that are
incorporated in the SQAs in the sectors to which they apply. The core of the costs included in the PIM is
the “Eligible PIM Budget”*! derived from Attachment 5, Table E-3 and Attachment 6, Table G-3. The
Eligible PIM budget is calculated based on the total budget from Tables E-2 and G-2 with regulatory
costs equally distributed and commitments, EERMC costs, pilot costs, assessment costs, and
performance incentive value removed.

The Company has one recommended change for 2023 regarding the current definition of PIM inputs.
The Company proposes removing legislatively-mandated transfers to the Rhode Island Infrastructure
Bank (RIIB) and the Office of Energy Resources (OER) from PIM-eligible costs. Rhode Island General Laws
Title 39, Chapter 2, Section 39-2-1.2, Article (n) states that the RIIB transfer, “shall be eligible to be used
in any energy efficiency, renewable energy, or demand-side management project financing program
administered by the Rhode Island Infrastructure Bank notwithstanding any other restrictions on the use
of such collections set forth.”(emphasis added).>? Article (j) of the same section states that the OER
transfer can be used, “for activities associated with planning, management, and evaluation of energy-

efficiency programs, renewable energy programs, system reliability, least-cost procurement, and with
regulatory proceedings, contested cases, and other actions pertaining to the purposes, powers, and
duties of the office of energy resources.”(emphasis added).>® Both quotes show that the RIIB and OER
legislative transfers can be used for projects and initiatives other than energy efficiency programs
administered by the Company. Therefore, neither transfer should be included in a PIM which is focused
specifically on guiding Company’s investments of energy efficiency funds to create net benefits to

customers. The Company is not proposing the same exclusion for the funds transferred to the EERMC
under section (j) from PIM-eligible costs, because the primary focus of the EERMC is oversight of the
Company’s programs.

The 2021 and 2022 Plan review process has indicated that the incentive pool is reset every year. For
2022, the Division proposed the application of three metrics to determine the incentive pool:>*
percentage of planned PIM-eligible net benefits (primary), basis points, and return on avoided capital
costs. For 2023, the Company is seeking electric performance incentives of $3.8 million (through non-
income eligible and C&l sectors) and gas performance incentives of $530,000 thousand (all through the

51 |n Plans prior to 2023, Tables E-3 and G-3 showed the derivation of what was called the Spending Budget. This
was a vestige of the prior performance incentive mechanism and the Tables have been re-formulated for 2023 to
show the determination of the Eligible PIM Budget.

52 Rhode Island General Laws, Title 39 Public Utilities and Carriers, Chapter 2 Duties of Utilities and Carriers, Section
39-2-1.2. http://webserver.rilegislature.gov//Statutes/TITLE39/39-2/39-2-1.2.htm

%3 bid

54 Corrected Attachment to Division Responses to National Grid Data Requests Set 1, submitted by the Division in
Docket 5189 on January 6% 2022. http://www.ripuc.ri.gov/eventsactions/docket/5189-
DIV%20Corrected%20Attachment%20to%20Division%20Reponses%20to%20National%20Grid%20Data%20Reques

t%20Set%201.pdf
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C&l sector). The Company believes that these amounts are consistent with PIM guidance and the
Division’s framework as follows:

Electric: In 2023, two electric sectors (non-income eligible Residential and C&I) are eligible to receive
performance incentives. The combined eligible net benefits of these sectors have increased from 2022
to 2023. In 2023, the Company proposes a payout rate of 10% of 2023 planned PIM-eligible net benefits,
which the same rate used to calculate the 2022 payout pool. Because of the greater amount of PIM-
eligible benefits, this payout rate yields a target incentive pool of $3.8M, which is $431,000 more in
electric performance incentives than in 2022.

In 2023, the Company has proposed lowering the maximum income eligible electric SQA from $443,300
to $337,562. This adjustment is directly scaled to the decrease in total income eligible benefits between
2022 and 2023. The non-income eligible and C&I sectors are not eligible for SQAs in 2023.

Gas: As in 2022, in 2023, the gas performance incentive is entirely allocated to the C&I sector (the only
sector with positive eligible net benefits). Therefore (consistent with the calculation of the electric
performance incentive), the specific decrease in the Company’s proposed 2023 gas incentive was
calculated by keeping the 2022 gas C&I payout rate constant for 2023. In 2023, the Company is seeking a
payout pool of $530,000 which is $470,000 less in gas performance incentives than in 2022. This
decrease aligns with the decrease in natural gas eligible net benefits.

In 2023, the Company has proposed raising the maximum non-income eligible gas SQA from $290,063 to
$305,826 and lowering the maximum income eligible has SQA from $171,275 to $123,176. The
adjustments are directly scaled to the changes in total sector-specific eligible benefits between 2022 and
2023. The C&l sector is not eligible for an SQA in 2023.

Tables E-8C and G-8C show the final summarizations of the calculations for the PIM and SQAs, including
target earning opportunities and maximum earning opportunities.

11 Future Performance Metrics

The Company does not propose any additional performance metrics for the 2023 Program Year. As
noted in Section 8, in 2023, consistent with the Standards and Act on Climate, the Company plans to
report on carbon and NOx reductions as secondary goals.

12 Advancing Docket 4600 Principles and Goals

Along with the quantitative benefits detailed in the Plan, as measured by the Rl Test, the energy
efficiency investments and innovation planned for 2023 also advance the Docket 4600 principles and
goals.>®

55 PUC Report and Order No. 22851 accepting the Stakeholder Report. Written Order issued July 31, 2017.
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The Docket 4600-A Guidance Document directed that “the proposing party must provide accompanying

evidence that addresses how the proposal advances, detracts from, or is neutral to each of the stated

goals of the electric system.”>®

To meet this directive, the Company describes how the Plan either advances, detracts, or remains

neutral on achieving the Docket 4600 goals for the electric system in Table 21.

Table 21. Docket 4600 Goals for the Electric System

4600 Goals for Electric System
Provide reliable, safe, clean, and affordable
energy to Rhode Island customers over the long
term.

Advances/Detracts/Neutral

Advances: The Plan gives customers tools to
reduce their energy consumption. The safest,
most reliable, most affordable energy is energy
that is never used. Lowering energy consumption
avoids investments in the installation, upgrade, or
replacement of transmission and distribution
infrastructure, and reduces strain on the system.

Strengthen the Rhode Island economy, support
economic competitiveness, retain, and create
jobs by optimizing the benefits of a modern grid
and attaining appropriate rate design structures.

Advances: The Plan will create significant
economic benefits in Rhode Island. The Company
expects that investments made in energy
efficiency under this Plan will add $283.0304.2M
to Rhode Island’s Gross State Product (GSP),
equivalent to 2,648826 job-years.

Address the challenge of climate change and
other forms of pollution.

Advances: The Plan will avoid 72,7058,217 short
tons of carbon in 2023 from the installed
measures as well as reduce other pollutants
associated with the generation and combustion of
electricity, natural gas, and delivered fuels.

Prioritize and facilitate increasing customer
investment in their facilities (efficiency,
distributed generation, storage, responsive
demand, and the electrification of vehicles and
heating) where that investment provides
recognizable net benefits.

Advances: The Plan provides incentives for
customers to invest in cost-effective energy
efficiency measures in their facilities and
participate in demand response programs and
provides handoffs to other programs including EV
charging programs.

impose on the grid.

Appropriately compensate distributed energy Neutral
resources for the value they provide to the
electricity system, customers, and society.
Appropriately charge customers for the cost they Neutral

56 Approved final clean version of Guidance Document 10/27/17.
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4600 Goals for Electric System Advances/Detracts/Neutral

Appropriately compensate the distribution utility Advances: The performance incentive contained

for the services it provides. in this Plan compensates the Company for
achieving the energy savings goals through
delivering cost-effective energy efficiency
programs to customers while aligning with the
PUC’s PIM principles.

Align distribution utility, customer, and policy Advances: The Plan aligns Company, customer,

objectives and interests through the regulatory and policy objectives and interests by

framework, including rate design, cost recovery, incentivizing energy savings measures that enable

and incentive. customers to manage and reduce their energy
consumption, which in turn contributes to the
greenhouse gas reduction goals of the 2021 Act
on Climate, Power Sector Transformation goals,
Heating Sector Transformation goals, and the
100% Renewable Electricity goal while allowing

the Company to earn a performance incentive.

CONCLUSION

13 Miscellaneous Provisions

e Other than as expressly stated herein, this Plan establishes no principles and shall not be deemed to
foreclose any party from making any contention in any future proceeding or investigation before the
PUC.

e Other than as expressly stated herein, the approval of this Plan by the PUC shall not in any way
constitute a determination as to the merits of any issue in any other PUC proceeding.

e Rhode Island Energy may convene the Energy Efficiency Technical Working Group no less than six
times in 2023 to review the status and performance of the Company’s 2023 energy efficiency
programs and advise the Company on potential energy efficiency programs for 2024.

14 Reporting Requirements

In 2023, the Company will provide quarterly reports to the EERMC, the Division, OER, the EE TWG, and
the PUC on the most currently available program performance for both natural gas and electric
efficiency programs. These reports will include a comparison of budgets and goals by program to actual
expenses and savings on a year-to-date basis, and a status report on revolving loan funds. Consistent
with PUC Order 24225 and R.l. Gen. Laws § 39-1-27.7, the Company will work with the Rhode Island
Infrastructure Bank on appropriate loan fund reporting for 2021. Starting with the 2022 payment, RIIB
must report directly to the PUC. The Company reports will also include a summary of program progress
and will highlight issues by sector for EERMC, Division, OER, and Technical Working Group attention.
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Within the C&I sector, there will be separate highlighting of large and small customer program progress
and issues. Beginning in the second quarter, the quarterly reports also include a forecast of expected
results.

e Beginning with the 2019 Year End Report, the Company provided detailed costs schedules that were
developed in collaboration with the Rhode Island Division of Public Utilities and Carriers. The
Company proposes to submit detailed cost schedules in the 2023 Year End Report. In addition, the
Company also proposes to submit confidential vendor schedules to the PUC, with a motion for
protective treatment. These confidential vendor schedules detail costs to individual vendors and
other external entities.

e The Company will provide to the EE TWG, and file with the PUC its 2023 Year-End Report no later
than June 1, 2024. This report will include achieved natural gas and electric energy savings in 2023
and earned incentives for 2023.

e The Company will provide the EE TWG with a summary of evaluation results that have been
incorporated into the Annual Plan within the annual plan, including a description of the impact of
those results in planning the Company’s 2023 programs, in the Plan to be filed by October 1, 2022.

15 Requested Rulings

The Company respectfully requests that the PUC approve the 2023 Annual Energy Efficiency Plan as
presented in this document and the supporting attachments in its entirety. The plan has been developed
with careful consideration of the linkages between all parts. The specific components of this plan for
which the Company requests approval include:

e The savings goals, programs, measures, budgets, and associated customer collections required
to fund the energy efficiency programs in 2023.

e The pilots, demonstrations, and assessments the Company proposes for program year 2023 and
the associated budgets and customer collections required to fund those efforts.

e The performance incentive mechanism and associated earning opportunity provided in this
Annual Plan.

ATTACHMENTS

Annual Plan Attachment 1. Residential and Income Eligible Energy
Efficiency Solutions and Programs

Annual Plan Attachment 2. Commercial and Industrial Energy Efficiency
Solutions and Programs

Annual Plan Attachment 3. Evaluation, Measurement & Verification Plan

Annual Plan Attachment 4. Rhode Island Benefit Cost Test Description
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Annual Plan Attachment 5. Electric Energy Efficiency Program Tables
Annual Plan Attachment 6. Gas Energy Efficiency Program Tables
Annual Plan Attachment 7. Rate and Bill Impacts

Annual Plan Attachment 8. Pilots, Demonstrations & Assessments
Annual Plan Attachment 9. Cross-Program Summary

Annual Plan Attachment 10. Definitions

Annual Plan Attachment 11. Energy Efficiency Equity Working Group

Final Report
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