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Section 1. Introduction

In accordance with Least-Cost Procurement (“LCP”’) Statute and LCP Standards, Rhode Island
Energy respectfully files this proposal for continuation of its electric demand response program,
branded ConnectedSolutions, during 2027-2029. Herein, the Company describes electric demand
response within the stepwise system reliability procurement process, discusses the objectives that
underpin the design of ConnectedSolutions, proposes and motivates some program design
modifications, sets an annual peak demand reduction procurement schedule with associated
budget, and requests approval for cost recovery of the budget via the System Reliability
Procurement (“SRP”) Factor added to the Energy Efficiency System Benefit Charge (EE
Charge).

Timeline for Development and Review

March 19, 2026

Present workplan at the Rhode Island Energy Efficiency and Resource
Management Council (“Council”) meeting

April 14, 2026

Present workplan to the SRP Technical Working Group meeting

June 18, 2026

Present and discuss the core design elements, program evolution, and
potential changes to be included in the draft SRP Investment Proposal at
the Council meeting

July 30, 2026

Preliminary draft SRP Investment Proposal circulated for external review
and feedback

August 11, 2026

Opportunity for discussion of draft SRP Investment Proposal at the SRP
Technical Working Group meeting

August 20, 2026

Opportunity for discussion of the draft SRP Investment Proposal at the
Council meeting

August 28, 2026

Stakeholder comments due on the draft SRP Investment Proposal

September 2026 | Rhode Island Energy reviews stakeholder feedback and incorporates
revisions, as appropriate

September 2026 | Revised final draft of SRP Investment Proposal submitted to the Council
as meeting materials

September 24, Revised final draft, opportunity for discussion at the Council meeting

2026

September 2026 | Revised final draft, opportunity for discussion at the SRP Technical
Working Group meeting

September 2026 | Revised final draft of SRP Investment Proposal submitted to the Rhode

Island Division of Public Utilities and Carries (“Division”) and Council
for review per LCP Standards 6.3.G

October 15, 2026

Discussion and vote at the Council meeting

November 21,
2026

SRP Investment Proposal included as Appendix to 2027-2029 SRP Three-
Year Plan filed with the Rhode Island Public Utilities Commission
(“Commission”)

November 21,
2026

SRP Investment Proposal filed with the Commission
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Section 2. Electric System Needs and Optimization
2.1 Reducing Supply Costs through Electric Demand Response

2.2.1 System Need or Optimization

Electricity supply costs are partially driven by the high cost of electricity during the few hours of
the year when we use the most electricity. During these “peak periods,” the most expensive
generators are needed to supply enough electricity to meet demand, and their cost is factored into
the supply rates customers incur. Electric infrastructure also must be sized to deliver this level of
electricity to meet peak demand.

Although Rhode Island Energy is an electricity delivery company (akin to FedEx or UPS for
delivering packages), we are obliged to help customers who choose not to buy supply from a
third-party supplier by buying electricity in bulk via supply contracts chosen in auctions and
through the wholesale market. Rhode Island Energy cares about helping customers access the
most affordable electricity and, as such, has identified an opportunity to reduce supply costs by
incentivizing demand reductions during peak periods. Reducing peak supply needed also has the
corollary benefits of avoiding further investments in the electric system infrastructure.

2.2.2 System Reliability Procurement — Electric System Screening Criteria
This optimization meets all four electric system screening criteria and is, therefore, an
opportunity for system reliability procurement:

1. The optimization is not related to an asset condition issue;

2. The optimization is eligible because the optimization requires load relief;

3. The opportunity for system reliability procurement is likely to garner sufficient market
interest; and

4. There is adequate time to implement a system reliability procurement solution.

2.2.3 Best Alternative Utility Reliability Procurement Solution

Demand response proposed for this system need is specifically to reduce system-level peak
demand. In the absence of demand response, the best alternative Utility Reliability Procurement
is to procure the capacity required to meet peak demand and build the infrastructure required to
deliver that peak load.

2.2.4 Solicit and Evaluate System Reliability Procurement Proposals

This system reliability procurement opportunity has been accessed since 2019 through the
Company’s demand response program, branded ConnectedSolutions. As of September 2026,
approximately 14,000 customers have participated in ConnectedSolutions through their
connected thermostats, battery energy storage systems, electric vehicles, and production process
curtailments. In aggregate, the participation of these customers has led to a meaningful reduction
in peak load. Rhode Island Energy submits this SRP Investment Proposal to procure peak
demand reduction in 2027 through 2029 through a pay-for-performance program with a “bring
your own device” program model.
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2.2.5 Request Regulatory Approval
This SRP Investment Proposal is submitted in compliance with Chapter 5 of the LCP Standards.

2.2.6 Implement Solution

Pending regulatory approval, Rhode Island Energy will reopen ConnectedSolutions for the 2027
peak demand season on June 1, 2027. Rhode Island Energy will report the resulting impacts in its
SRP ConnectedSolutions Annual Report.
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Section 3. Motivation, Objectives, and Program Design Principles
Electricity supply costs differ in the summer and the winter, driven by economics of generation
plants needed to serve the amount of electricity consumed by customers (called “load”) and the
fuel costs for those generation plants. On hot, humid summer weekday afternoons and evenings,
customers typically demand the most electricity, and this “peak demand” requires relatively less
economically efficient generators to produce electricity to serve the load. These “peaker plants”
are the most expensive generators and drive-up summer electricity supply costs.! Furthermore,
electric transmission and distribution infrastructure must be sized appropriately to serve peak
demand.

Based on the relative cost savings identified, Rhode Island Energy proposes to procure peak
demand reduction through a program-based procurement process in 2027-2029. By procuring
peak demand reduction rather than serving peak demand, we estimate avoided energy and
capacity costs, associated demand reduction induced price effects (DRIPE), some level of energy
price arbitrage, avoided regional network service (“RNS”) charges, and avoided infrastructure
costs, all of which will lead to lower electric bills for customers in addition to non-electric bill
value that may be accrued by participants and society.

The objective of Rhode Island Energy’s demand response program, branded
ConnectedSolutions, is to reduce regional coincident peak demand.

In offering ConnectedSolutions, the Company asserts the following program design principles,
explained further below:

Be agnostic toward technology and participants

Encourage diffuse and diverse participation for reliable response
Right-size incentives

Comply with LCP Standards

Facilitate easy participation

Share value created

SNk W =

Stemming from the program objective to reduce regional coincident peak demand, Rhode Island
Energy does not differentiate a kilowatt reduced by one technology or participant from a kilowatt
reduced by another technology or participant. Each of those kilowatts reduced has the same
value for putting downward pressure on electricity costs.? In this manner, ConnectedSolutions is
technology and participant agnostic.

This principle is most clearly displayed in commercial and industrial participation in
ConnectedSolutions, where participants can use any technology, process, or other innovation to

! Electricity supply costs reflect three components: energy, capacity, and ancillary. Reducing peak demand puts
downward pressure on energy and capacity supply cost components, which benefits all customers.

2 In our modeling, Rhode Island Energy includes the value of energy price arbitrage for battery energy storage
systems and the value of energy savings and associated DRIPE for thermostats.
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reduce peak demand. For residential and small business participants, technology is limited by
practical considerations for implementation (i.e., a subset of thermostat, EV, EV Charger, and
battery manufacturers and models).

ConnectedSolutions is a voluntary program; not all participants reduce demand when called on,
nor are they required to. Rhode Island Energy seeks to build a demand response program with a
relatively certain level of response from its participants. This leads to favoring program design
that encourages diffuse participation (i.e., no one participant’s level of response substantially
sways the overall peak demand reduction achieved by the program) and diverse participation
(i.e., no one technology type exerts a disproportionate influence on the overall peak demand
reduction achieved by the program). This principle is intended to be complementary — not
contradictory — to the principle of being technology and participant agnostic. All else equal, more
participants and more technologies will result in a more reliable and consistent level of actual
average peak demand reduction. Rhode Island Energy seeks to encourage more participants over
fewer, with more technology types than fewer, within its program design for
ConnectedSolutions.

While the value of each kilowatt of peak demand reduction is roughly equivalent, achieving each
kilowatt of peak demand reduction may require different levels of action or opportunity cost on
the part of the participant. For example, an automatic setback to a participant’s thermostat
requires no action, while a request for participants to reduce their thermostats manually requires
some action. Another example: having a thermostat that is controllable is a relatively small
upfront cost and workload when compared to the upfront costs and work entailed to install a
battery energy storage system. A third example for good measure: the opportunity cost of setting
back a thermostat (potential temporary discomfort) is small relative to the opportunity cost of
skipping a production sequence (definite unrecoverable lost revenue). Rhode Island Energy’s
third program design principle posits that incentives should be right sized to spur action; because
different methods of reducing peak load require different burdens, it makes sense to differentiate
incentive levels. Doing so will minimize program costs while achieving the same peak demand
reduction.

Demand response activities are contemplated within the Least-Cost Procurement Statute, and
further stipulated in the Least-Cost Procurement Standards. Accordingly, demand response must
be reliable, prudent, cost-effective, and environmentally responsible. These Standards constitute
guardrails on program design. One example of the application of these guardrails is consideration
of market continuity and disruption to the market that may arise from program design changes.
Another example: we propose to adhere to the standard of environmental responsibility by
disallowing the enrollment of any new fossil fuel-based generation during the 2027-2029
program years and require that any participating fossil-based generation, enrolled as of the 2026
season, have the requisite environmental compliance permits from the Rhode Island Department
of Environmental Management.

10



The Narragansett Electric Company
d/b/a Rhode Island Energy
RIPUC Docket No. 26-XX-EE

System Reliability Procurement Investment Proposal for Electric Demand Response 2027-2029

Of course, customers only receive benefits of ConnectedSolutions if there are program
participants, so Rhode Island Energy is proposing to clarify how customers in different rate
classes can participate in ConnectedSolutions. The intent is to clarify how and when participants
may stack incentive payments.

Finally, Rhode Island Energy is creating value by offering ConnectedSolutions; creating value is
a cornerstone of program design. Rhode Island Energy is careful to procure peak demand
reduction through ConnectedSolutions such that customers benefit through reduced utility bills
regardless of their participation in the program. Of course, customers who participate will also
receive incremental value through incentive payments. In considering tangible monetary value —
customers keep money in their wallets because electricity bills are less expensive with
ConnectedSolutions relative to the counterfactual of serving peak load — Rhode Island Energy
seeks to share this quantifiable monetary value between customers and its shareholders such that
all parties are better off with ConnectedSolutions than without.

11
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Section 4. Coordination with Other Programs and Policies

Rhode Island Energy recognizes that continuing to provide the best value to Rhode Island
customers requires coordination with other parts of the energy system, Company filings and
activities, and relevant state policies and rebate programs. For the 2027-2029 Plan, Rhode Island
Energy will continue to implement ConnectedSolutions in coordination with other activities
where such coordination improves customer experience, supports system optimization, and
enhances cost-effectiveness. Rhode Island Energy has also sought to align ConnectedSolutions
with relevant state policies and objectives. Specific coordination opportunities are identified
below.

4.1 Energy Efficiency

Rhode Island Energy will coordinate ConnectedSolutions offerings with its energy efficiency
programs where appropriate. Rhode Island Energy views demand response and energy efficiency
as complementary components of a coordinated portfolio, with each supporting customer
engagement, system optimization, and cost-effective alternatives to traditional infrastructure
investments. This coordination includes aligning customer outreach, leveraging shared program
delivery channels, and encouraging adoption of energy efficiency measures that can enable
demand response participation (e.g. installation of connected and supported devices).

Examples of ongoing coordination efforts include joint marketing initiatives promoting energy
efficiency thermostat rebates alongside ConnectedSolutions enrollment opportunities; targeted
communication to small business customers who have participated in energy assessments, audits
or other energy efficiency offerings, encouraging enrollment in ConnectedSolutions where
eligible; collaborating with energy efficiency project expeditors to identify opportunities to
educate customers about ConnectedSolutions participation during project development and
implementation; and coordination of customer education materials and webinars to present
energy efficiency and demand response as complementary offerings.

4.2 Advanced Metering Functionality Infrastructure and Grid Modernization
Rhode Island Energy will explore leveraging Advanced Metering Infrastructure (AMI)
integration opportunities for ConnectedSolutions. These data sources could support improved
identification of customers with load profiles that coincide with peak system conditions;
education of customers about program offerings with potential to drive enrollments; as well as
possibility to add alerts/notify customers of peak day events.

4.3 Office of Energy Resources

Rhode Island Energy will continue to coordinate with the Office of Energy Resources (“OER”)

to support alignment between ConnectedSolutions and broader state energy programs, policies,

and market development efforts. This coordination is intended to improve customer experience,
help customers identify the combination of programs that best meet their needs, reduce program
fragmentation, and maximize the value of demand-side resources in supporting Rhode Island’s

12
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energy and climate objectives. Coordination with OER will continue to evolve over time as
market conditions, funding opportunities, and policy priorities develop.

4.3.1 Market Engagement and Stakeholder Coordination

Rhode Island Energy will continue to engage with stakeholders involved in distributed energy
resources, including solar, energy storage, and electric vehicle stakeholders, through OER-led
forums and other state-facilitated working groups. These engagements support consistent
program messaging, customer and installer education, and identification of opportunities to
integrate demand response into customer decision-making. Rhode Island Energy also leverages
these forums to ensure ConnectedSolutions reflects evolving market conditions and stakeholder
Input.

4.3.2 Energy Storage Policy and Energy Storage Rebate Alignment

Rhode Island Energy will coordinate with OER to support alignment between
ConnectedSolutions and the 2024 Energy Storage Systems Act’s 2026 90 MW storage-
deployment target and related initiatives supporting battery adoption. This coordination is
intended to improve customer and installer awareness of how upfront state incentives through the
Energy Storage Rebate (ESR) Program and ongoing ConnectedSolutions performance incentives
may complement one another, while maintaining distinct program purposes, funding sources,
eligibility requirements, and approval processes. Requiring ConnectedSolutions participation can
provide ongoing performance-based value beyond upfront rebates.

In developing the proposed 2027-2029 ConnectedSolutions battery incentive levels and
managing overall program budget, the Company considered broader market context for battery
adoption, including the availability of complementary state incentives such as the ESR Program.
Because the ESR Program may help reduce upfront customer costs, ConnectedSolutions
incentive can remain focused on compensating customers for measured peak demand reduction
performance rather than serving as the sole driver of battery adoption economics.

4.3.3 Transportation Electrification and EV Program Rebate Alignment

Rhode Island Energy will coordinate with OER’s electric vehicle and PowerUpRI charger rebate
program(s) to support a consistent, customer-focused approach to EV adoption and managed
charging. This includes aligning outreach and education, supporting awareness of available
incentives, and encouraging demand response participation through supported EV chargers.

4.4 Green Energy Consumers Alliance Coordination

Rhode Island Energy will coordinate, where appropriate, with the Green Energy Consumers
Alliance (“GECA”) to support customer education and participation in ConnectedSolutions. As a
trusted, consumer-focused organization, GECA provides an effective channel to enhance
customer awareness of demand response opportunities.

Coordination may include messaging, supporting customer and installer education, and
leveraging GECA’s communication channels to reach customers through accessible and trusted

13
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platforms. This includes building on existing GECA initiatives, such as Shave the Peak program
(as mentioned in Section 5.3.5) to reinforce voluntary demand reduction messaging and
coordinating with GECA’s electric vehicle education efforts to connect EV adoption with
ConnectedSolutions participation opportunities.

Rhode Island Energy views engagement with organizations such as GECA as an opportunity to
meet customers where they are and improve program participation through clear, consistent
communication. This coordination is intended to complement, not replace, Rhode Island
Energy’s direct outreach efforts and will evolve based on program needs and stakeholder
engagement.

4.5 ISO Market Consideration

As part of its ongoing program development and evolution, Rhode Island Energy will consider
how demand response resources may align with regional wholesale market structures over time,
including ISO New England (“ISO-NE”) market constructs such as the Forward Capacity
Market.

This assessment will focus on understanding potential alignment between ConnectedSolutions
program design and ISO-NE requirements, including aggregation thresholds, measurement and
verification protocols, and performance obligations. Rhode Island Energy will evaluate whether
participation in the ISO-NE markets could provide incremental system or customer value, taking
into account program costs, operational complexity, and performance risk. This effort is intended
to inform potential future program evolution while maintaining focus on cost-effective program
design.

Rhode Island Energy does not propose to rely on ISO-NE market participation as a core
component of the ConnectedSolutions program for the 2027-2029 plan. However, the Company
may explore limited participation opportunities where such participation is demonstrated to be
cost-effective, consistent with program design principles, and aligned with Least-Cost
Procurement requirements. Any such participation would be subject to further evaluation and, if
applicable, future regulatory review.

14
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Section 5. Program Design for 2027-2029

This section describes major program design elements of ConnectedSolutions and highlights
proposed program design modifications for 2024-2026. This section is not intended to be
comprehensive of all program design detail; such detail is developed and made available in
advance of each peak demand season, annually.

5.1 Administration

5.1.2 Rhode Island Energy’s Role:

Rhode Island Energy serves as the Program Administrator, providing strategic direction and
management of ConnectedSolutions. Rhode Island Energy determines its proposed annual
procurement schedule of peak demand reduction and administers the program through which that
peak demand reduction is procured. Rhode Island Energy is uniquely suited for this role because
of its expertise in wholesale energy and capacity markets, knowledge of its electric distribution
system, everyday relationship with its customers to promote program participation, relationships
that enable coordination with other electric distribution companies regionally, and ability to
coordinate demand response with all other business activities.

5.1.3 Implementation Vendor:

Rhode Island Energy contracts with a third-party solution provider that offers software-as-a-
service to implement day-to-day program operations. This implementation vendor is responsible
for managing relationships and contracts with technology providers, in order to enable those
technologies to participate in ConnectedSolutions (or, more precisely, to enable customers who
have those particular technology types and models to enroll and participate). The implementation
vendor also assists with data collection, participant enrollment, program impact evaluation,
participant satisfaction, troubleshooting, incentive payouts, and ancillary technical assistance.
Contracting with a vendor for these roles allows Rhode Island Energy and its customers to
benefit from the innovation and price competition within the competitive market for demand
response implementation.

Implementation Vendor Curtailment Service Providers

Rhode Island
Energy

Administrative Vendors Participants and Customers

15
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5.1.4 Curtailment Service Providers:

Rhode Island Energy and its implementation vendor work with a network of curtailment service
providers. These curtailment service providers manage relationships with commercial and
industrial customers under their own, independent contracts for value-sharing to which Rhode
Island Energy is not party. However, curtailment service providers are essential to the ecosystem
of ConnectedSolutions so that they align their support for commercial and industrial customers
with Rhode Island Energy’s calls for peak demand reduction.

5.1.5 Administrative Vendors:
Rhode Island Energy contracts with additional vendors to support administrative functions,
including but not limited to, administering financing interest buy-down incentives.

5.1.6 Participants and Customers:

Rhode Island Energy designs ConnectedSolutions such that all customers benefit regardless of
participation; however, these benefits only materialize if a subset of customers participate in the
program. A participant not only receives the value that accrues to all customers regardless of
participation, but also receives an incentive payment for their participation and/or performance.
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5.2 ConnectedSolutions Program Structure

The program structure of ConnectedSolutions is illustrated in Figure 1, below.
ConnectedSolutions as a whole is referred to as a “program.” ConnectedSolutions has two
“tracks” through which customers may participate: Residential and Small Business (“RSB”) and
Commercial and Industrial (“C&I”). Each of these tracks contains multiple “pathways” for
participations. Participants in the RSB track can participate via the Bring Your Own Thermostat
(“BYOT”) pathway, the RSB Battery pathway, the Electric Vehicle Demand Response
(“EVDR”) pathway. RSB customers can also participate in the Background Energy Adjustments
functionality. Participants in the C&I track can participate in the Daily Dispatch pathway and/or
the Targeted Dispatch pathway. All customers — residential, small business, commercial, and
industrial customers — can participate in the Voluntary pathway.

Figure 1

ConnectedSolutions

Residential and Small Business Commercial and
(RSB) Industrial (C&l)

Bring Electric Background
Your Own RSB Vehicle Ba Daily Targeted

Thermost Battery Demand Adjustments Dispatch Dispatch
at (BYOT) Response

Voluntary

Notes: ConnectedSolutions is a ‘program’ (shown in navy) with two ‘tracks,’ the Residential and Small Business
track and the Commercial and Industrial track (shown in blue). Each track has a number of ‘pathways’ through
which to participate (shown in teal).

*Background Energy Adjustments are automated load reductions enabled through participating technology
providers and customer-enabled device settings. The resources support ConnectedSolutions objectives but do not
require direct customer enrollment in a ConnectedSolutions pathway.

Stakeholders have noted the importance of expected cash flows in financial planning and
procurement decisions for some demand response investments, like battery energy storage
systems. In prior program years, the Company had advertised a “five-year rate lock” whereby
participants could expect to receive the same incentive levels as their first year of enrollment in
years two through five. Although the Company intended and continues to intend to honor five
years of consistent incentive rates, the Company obtained funding for ConnectedSolutions on a
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more frequent annual basis. The term “five-year rate lock™ obscured this annual proposal and
approval process, which introduced risk into the market for years beyond the annual regulatory
approved year. Beginning in 2024, the Company attempted to provide more clarity and
transparency with transitioning to the term “multiyear incentive rate.” By removing the word
“lock,” the Company intended to make it clearer that incentive levels offered past the current
proposal are subject to change. The Company proposes its incentive rates to be the same for the
multi-year plan timeframe subject to and in compliance with the normal proposal and oversight
process and LCP Standards. Although the Company intends to maintain incentive levels for the
three-year implementation plan timeframe the Company explicitly reserves the right to amend
incentive levels if warranted. To offset potential perceived reduction in certainty from potential
participants, the Company is extending the duration for which it is proposing and requesting
approval for ConnectedSolutions (proposing for three years instead of one year). Additional
detail for affected pathways is provided below.
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5.3 Residential and Small Business (“RSB”) Track

To participate in the RSB track, customers must be in rate classes A-16, A-60, or C-06;
customers in other rates classes are ineligible to participate in the RSB track.? Participants in the
RSB track may stack incentives through setting back thermostats, discharging battery energy
storage systems, curtailing electric vehicle charging, or voluntarily pre-loading or deferring
electricity consumption.

Participation in the RSB track relies primarily on automated, technology-enabled demand
response to reduce regional coincident peak demand. To support reliable performance and ease
of participation, the Company proposes to continue and expand the use of automated device
control, including background energy adjustment capabilities. These capabilities enhance
consistency of peak demand reduction while maintaining voluntary participation, customer
override options, and established notification practices.

Incentive structures, levels, and eligibility requirements are discussed further below.

3 Customers in the C-06 rate class will be provided the flexibility to choose to participate in either the Residential
track or the Commercial track at the beginning of each season. They may not participate in both tracks at the same
time or switch to a different track midseason.
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5.3.1 Bring Your Own Thermostat (“BYOT”)

Residential and small business customers may enroll
eligible devices in the BYOT pathway. During peak periods,
connected thermostats will automatically increase target
cooling levels, thereby reducing demand of central air
conditioning units or central heat pumps. Eligibility is
defined by thermostat manufacturers and model, as
determined by the implementation vendor.

Incentive structure and amount:

Eligible participants receive a one-time enrollment incentive
of $50 per enrolled device, followed by an annual
participation incentive of $20 per device per year, to be
rendered at the end of the peak season only for customers
who participate in at least one peak event.

Proposed Changes
for Bring Your Own
Thermostats
Pathway

Rhode Island Energy proposes
to provide an annual
participation incentive of $20
per device per year only to
customers who participate in at
least one peak event, rather
than providing the incentive to
all enrolled customers.
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5.3.2 Residential and Small Business (“RSB”) Battery
During peak periods, battery energy storage systems
discharge electricity to serve on-site load and export
electricity to the electric distribution system for
neighboring customers to use, thereby reducing peak
demand.

Eligibility

Residential and small business customers may enroll.
Batteries that participate must be from eligible
manufacturers (as specified in program documentation).
Incentive payments will be capped at $6,875 per year,
which represents an incentive for a battery that reduces
regional coincident peak load by 25 kW per peak event
on average.

Incentive structure and amount:

Newly eligible participants receive an annual
performance incentive of $200 per average peak kilowatt
reduced per peak event per year, to be rendered at the
end of the peak season for all participants. It is Rhode
Island Energy’s intention to offer this multiyear
incentive rate for this three-year implementation plan.
Incentive levels after 2029 are subject to review and
approval.

Participants who complete their initial five years of
enrollment during 2027-2029 will transition to an annual
performance incentive of $200 per average peak kilowatt
reduced per peak event per year, to be rendered at the
end of the peak season.

All customers may benefit from complementary state
programs that support battery energy storage adoption,
including incentives available through OER’s ESR
Program. Low-income eligible participants may
additionally opt to leverage the HEAT Loan to support
financing their battery energy storage systems. The
HEAT Loan provides low-interest rate financing, with
zero-percent interest financing available to some
customers based on income eligibility.

Changes for the RSB
Battery Pathway

In accordance with the program
design principle to right-size
incentive levels, Rhode Island
Energy is proposing to change the
amount of the performance
incentive. Under prior program
design, participants received $400
or $225 per average kilowatt
reduced per peak event per year.
The new incentive will allow new
participants to receive $200 per
average kilowatt reduced per peak
event per year during the 2027-
2029 implementation period.

Participants completing their 5-
year of enrollment before or
during the 2027-2029 period
would transition to the existing
$200 per average kilowatt reduced
per peak event per year.

Rhode Island Energy proposes to
continue HEAT loan eligibility for
low-income eligible customers and
to coordinate with OER to help
customers understand available
resources that may reduce upfront
costs and encourage participation
in ConnectedSolutions. This
program design modification
substantially reduces the cost to
procure peak demand reduction
through battery energy storage
dispatch, thereby growing value in
terms of reduced customer electric
bills.
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The Company considered the availability of such complementary incentives when developing
the proposed battery incentive levels and the overall program budget.

Incentive payout schedule

Table 1, below, shows the eligible incentive rate for battery energy storage dispatch based on
year of peak season program enrollment. This table includes the proposed honoring of the five-
year rate lock and to uphold a multi-year incentive rate for any new participants. Incentive levels
are subject to review and approval post-2029.

Table 1. Battery energy storage dispatch incentive schedule

Exceeds 5-years enrolled in the
program

Enrollment Cohort 2027-2029 Incentive How Long the Rate is
Rate* Available
Enrolled on or before May 31, 2024 | $400/kW Up to 5 years from
enrollment
Enrolled on or after June 1, 2024 $225/kW Multi-Y ear Rate**
Enrolled on or after June 1, 2027 or | $200/kW Multi-Year Rate**

*Incentives are based on a participant’s average kW reduction during all ConnectedSolutions

dispatch events.

**Incentive levels for participation after 2029 are subject to review, approval, and program

availability.

Notes: If a customer enrolls mid-season, that system will receive 0 kW as performance for any missed events but
will be allowed to earn performance on any remaining events of that season. Note that for all customers, incentives
will be set in three-year periods “2027-2029”. *During the next three-year review, the incentives may be re-
evaluated and adjusted based on market conditions for the Program Period 2030-2033. All incentives are subject to

review and oversight.
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5.3.3 Electric Vehicle Demand Response (“EVDR”)
Residential and small business customers may enroll
eligible devices in the EVDR pathway. During peak periods,
connected EVs or EV Chargers will automatically curtail
charging. Eligibility is defined by EV and EV Charger
manufacturers and models, as defined by the
implementation vendor.

Incentive structure and amount:

Eligible participants receive a one-time enrollment incentive
of $50 per enrolled device, followed by an annual
participation incentive of $20 per device per year, to be
rendered at the end of the peak season only for customers
who participate in at least one peak event.

Changes for the
EVDR Pathway

Rhode Island Energy proposes
to provide an annual
participation incentive of $20
per device per year only to
customers who participate in at
least one peak event, rather
than providing the incentive to
all enrolled customers.
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5.3.4 Background Energy Adjustments

The Company proposes implementing background energy
adjustments. Under this approach, customers provide
consent directly through the device’s original equipment
manufacturer (OEM) platform during installation, setup, or
ongoing device management. Through this OEM
relationship, customers agree to small, automated energy-
use adjustments, such as minor thermostat setpoint
changes, that occur in the background to gradually reduce
or shift energy consumption. These customer-authorized
adjustments do not require enrollment in
ConnectedSolutions BYOT pathway and may occur
independently of the Company’s program.

By incorporating background energy adjustments, the
Company can recognize and account for the peak demand
reduction benefits already being enabled by participating
devices in customer homes. In addition, the Company can
better coordinate these adjustments with scheduled
ConnectedSolutions events, creating a more aligned and
predictable demand response portfolio while enhancing
overall program performance and system value.

Participating devices are aggregated and automatically
dispatched during peak events. The Company will initially
launch the opportunity for eligible connected thermostats
and has the potential to expand to other market-ready
devices. For eligible connected thermostats, a customer
consents and agrees to small temperature offsets on their
thermostats (0.5-2°F).

Background energy adjustments improve the reliability and
predictability of peak demand reduction by enabling
consistent device response across peak events, while
preserving customer choice. Customers maintain the ability
to override adjustments or opt out of individual events at
any time.

The Company views background energy adjustments as an
operational enhancement that provides flexible capacity
already available in the market today and supports the
program objective of reducing regional coincident peak
demand.

New Pathway!

This is a new pathway that has
not been available to customers
in prior years.

Offers reliable grid resources
with devices already enabled
and ready to be deployed now!

How it works: a thermostat
learns a customer is
comfortable at 72°F and
occasionally adjusts to 73°F
during a peak period through
settings the customer already
agreed to with the device
OEM. ConnectedSolutions
coordinates events and captures
the resulting grid benefits.
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Topic Additional Information

Customer Through OEM’s device platform, not a direct ConnectedSolutions

enrollment and enrollment

Consent

Incentive No ConnectedSolutions incentive; OEM may determine its own
incentives

Load Reduction Load reduction measured as an aggregate, not per device

Double counting Devices will not be able to enroll in both the ConnectedSolutions
BYOT pathway and background energy adjustments

Rhode Island Customers in the two zip codes (02807 and 02859) are not uniquely

Energy Territory served by RIE, therefore will not be included in background energy
adjustments

Customer control Customers have the option to override or opt-out of an event

Incentive structure and amount:

Customers do not receive an incentive amount of any kind from Rhode Island Energy. The
device OEM may decide to provide monetary incentives.
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5.3.5 Voluntary

Rhode Island Energy proposes continuing the Voluntary
pathway during the 2027-2029 program period. This
pathway encourages customers to voluntarily reduce
electricity consumption during peak events through any
means or technology, without requiring enrollment or the
use of specific devices.

Incentive structure and amount:

Voluntary demand response will not provide any direct
monetary incentive to participants for peak demand
reduction, although all customers will benefit through
downward pressure on electricity costs.

Notes about program design:

Rhode Island Energy will communicate about voluntary
calls for demand response using its social media channels
and via a banner on its webpage. Rhode Island Energy
anticipates posting 2-3 calls for voluntary demand response
during the peakiest peaks each year. Rhode Island Energy
recognizes the power of its communication channels; calling
events too frequently or through unwanted channels may
threaten participation and effective communications during
rare times of emergency. Therefore, Rhode Island Energy
will never call more than three voluntary demand response
events in a given year.

Rhode Island Energy
recognizes the power of crowd
sourcing and proposes to use
its growing digital presence to
encourage peak demand
reduction.

Rhode Island Energy does not
propose to claim any savings
from its voluntary efforts
during 2027-2029 for the
purposes of shareholder
incentives; 100% of the value
will go to customers.

Last, Rhode Island Energy
recognizes the advocacy
groups that have paved the way
for voluntary calls for demand
response in previous years —
thank you for helping us see
the value! We hope to work
together to amplify our
messages in the future.
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5.4 Commercial and Industrial (“C&I”) Track

To participate in the C&I track, customers must be in rate
classes C-06, G-02 or G-32; customers in other rates classes
are ineligible to participate in the C&I track. Customers in the
C-06 rate class may participate in either the RSB or C&I
track, but they may not participate in both tracks at the same
time or switch to a different track midseason. Participants in
the C&I track may participate in either Daily Dispatch,
Targeted Dispatch, or both (referred to as “dual enrollment”).

Both Daily Dispatch and Targeted Dispatch are technology
agnostic. These programs offer flexible avenues of
participation that accommodate more complex technologies
(e.g., building automation systems, complex lighting controls,
etc.) and processes (e.g., deferring production). Furthermore,
peak demand reduction achieved through battery energy
storage dispatch and electric vehicle demand response are
eligible through both C&I pathways.

All peak demand reduction must be environmentally
responsible, per LCP Statue and Standards. Therefore, fossil-
fueled backup generators are only eligible to count toward
performance for the 2027-2029 ConnectedSolutions seasons
if they were enrolled in the program as of the 2026 season
and have an active Operating Permit or Minor
Source/Preconstruction Permit from the Rhode Island
Department of Environmental Management (“RIDEM”). #
Additional guidance and requirements on eligible
technologies and fuels will be provided in program
documentation prior to each season.

Participants may earn incentives based on actual
performance, up to $1 million per participant per year.
Incentive structures, levels, and eligibility requirements are
discussed further below. This $1 million incentive cap applies
to all ConnectedSolutions participants, even participants
eligible for the Daily Dispatch $300/kW rate lock or the Daily
Dispatch $275/kW multiyear incentive rate. Customers
participating with battery storage assets may benefit from

Proposed Changes

Rhode Island Energy
recognizes the growing interest
in battery energy storage for
commercial and industrial
customers. By combining
battery energy storage as an
eligible peak reduction
pathway in Daily Dispatch and
Targeted Dispatch, Rhode
Island Energy intends for
program participation to be
streamlined and compensated
according to desired
participation level.

Rhode Island Energy also
seeks to support an
environmentally responsible
program by disallowing new
fossil fuel-based resource
enrollments during the 2027-
2029 program period.

In addition, Rhode Island
Energy proposes implementing
a C&l Performance Factor to
better align participant
compensation with realized
system value and strengthen
accountability for delivered
load reduction.

Last, Rhode Island Energy
proposes to reduce the Daily
Dispatch pathway incentive
level in order to drive more
avoided electric bill costs.
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complementary state programs that support battery energy storage adoption, including incentives
available through OER’s ESR Program.

Lastly, Rhode Island Energy proposes implementing a Daily Dispatch Performance Factor
beginning in the 2027-2029 program period to promote consistent and reliable participant
performance while optimizing utilization of available program funding. The Performance Factor
would apply only to participants enrolled in the Daily Dispatch pathway and would not apply to
Targeted Dispatch participants. Rhode Island Energy proposes maintaining Targeted Dispatch
without a Performance Factor due to its lower incentive level and more limited event frequency,
preserving it as a flexible participation option for customers with less predictable curtailment
capabilities.
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5.4.1 Daily Dispatch

Commercial and industrial customers may enroll in the Daily
Dispatch pathway. Daily Dispatch incentivizes participants on a
pay-for-performance basis to curtail their electricity demand
during the one peak grid load hour of the year, as well as other
high and medium peak days in June through September, for a
total of no more than 60 events.

Incentive structure and amount:

New participants earn a performance incentive of $200 per kW
reduced on average during peak events. It is Rhode Island
Energy’s intention to offer this multiyear incentive rate for the
first five years for new participants, however incentive levels
after 2029 are subject to review and approval.

For any Daily Dispatch event in which a participant has a
negative load shed, that negative performance will be included
in the calculation of the participant’s overall average
performance for the season. If the participant’s overall average
performance is a negative value, then the participant will
receive no incentive payment for that season.

Multiyear Incentive Rate for Daily Dispatch

Table 2, below, describes the annual eligible incentive rate for
participants depending on year of first enrollment and
participation. Note that Rhode Island Energy plans to honor the
$300 per kW five-year rate lock for Daily Dispatch customers
who enrolled during or prior to the 2023 season through 2029,
as well as the $275 per kW multiyear incentive rate for Daily
Dispatch customers who enrolled during or prior to the 2026
season through 2029. Also, please note that the multiyear
incentive represents Rhode Island Energy’s intentions; it is not
a guarantee of incentive levels. Annual incentive levels are
subject to change pending review and approval.

2-Year Incentive Commitment Letter

For new battery storage systems larger than 50 kW-AC that do
not yet have authority to interconnect, the customer or their
vendor can choose to request a 2-year Incentive Commitment
Letter from Rhode Island Energy once an interconnection
application has been accepted as complete.

The Commitment Letter will lock the incentive rate for the
customer during the construction, installation, and

Proposed changes

Rhode Island Energy proposes
to implement a Performance
Factor following a tiered
incentive structure to adjust
performance incentive
payments evaluated by the
average seasonal delivered load
shed versus the enrolled load
shed.

In addition, Rhode Island
Energy proposes to reduce the
Daily Dispatch pathway
incentive level from $275 to
$200 per kilowatt reduced on
average during peak events for
new 2027-2029 enrollments.
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interconnection of the battery system for up to a maximum of two years, through the 2029 peak
season.

When the participant receives authority to interconnect and enrolls in Daily Dispatch, their
incentive rate will be the amount committed to in the Commitment Letter, even if the incentive
rate has decreased during the construction, installation, and interconnection period or two years,
whichever is shorter.

Please note that the Commitment Letter and multiyear incentive rate represents Rhode Island
Energy’s intentions; it is not a guarantee of incentive levels. Annual incentive levels are subject
to change pending review and approval.

Performance Factor for Daily Dispatch

The Daily Dispatch Performance Factor would be determined based on the relationship between
a participant's realized average load shed and enrolled load shed over the season. Participants
would be assigned to one of three performance tiers, as shown in Figure 2 below. Participants
achieving between 70% and 130% of enrolled load shed (Tier A) would receive 100% of their
calculated performance incentive, with incentive payments capped at 130% of enrolled load
shed. Participants achieving between 20% and 69% of enrolled load shed (Tier B) would receive
80% of their calculated performance incentive, while participants achieving less than 20% of
enrolled load shed (Tier C) would receive 50% of their calculated performance incentive.

For all Daily Dispatch participants, the Performance Factor would be evaluated and applied at
the individual participant level.

To facilitate a smooth transition and provide participants with an opportunity to understand the
new framework, Rhode Island Energy proposes treating the 2027 program year as a grace period.
During the 2027 season, all Daily Dispatch participants would continue to receive 100% of their
calculated incentive payments based on realized average hourly load shed, regardless of
Performance Factor results. Rhode Island Energy would provide each CSP and Direct Participant
with a performance scorecard illustrating their applicable Performance Factor tier and the
incentive payment that would have been received had the Performance Factor been in effect. Full
implementation of the Daily Dispatch Performance Factor would begin in the 2028 program year
and continue through 2029.
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Figure 2: Daily Dispatch Performance Factor

r 3

Tier A Max: >130% Enrolled Performance
Up to130% Enrolled Incentive

130% =

70% =

20% —

Performed vs. Enrolled Load Shed (%)

0%
Incentive Tier

Table 2. Daily Dispatch incentive schedule

Enrollment Cohort 2027-2029 Incentive How Long the Rate is
Rate* Available
Enrolled on or before May 31, 2024 | $300/kW Up to 5 years from
enrollment
Enrolled between June 1, 2024 and | $275/kW Multiyear Rate**
on or before September 30, 2026
Enrolled on or after April 1, 2027 $200/kW Multiyear Rate**
Exceeds 5-years enrolled in the $200/kW Multiyear Rate**
program

*Incentives are based on a participant’s average kW reduction during all ConnectedSolutions dispatch
events. Beginning in 2028, the Daily Dispatch Performance Factor will also be applied to participants’
incentive calculations.

**Incentive levels for participation after 2029 are subject to review, approval, and program availability.
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5.4.2 Targeted Dispatch

Commercial and industrial customers may enroll in the
Targeted Dispatch program. Targeted Dispatch incentivizes PI’OpOSGd Changes
participants on a pay-for-performance basis to curtail their
electricity demand during the one peak load hour of the year
and other high peak days in June through September, for a
total of no more than eight events.

Rhode Island Energy does not
propose any changes to the
Targeted Dispatch pathway
during the 2027-2029 program
Incentive structure and amount: years.

Participants earn a performance incentive of $35 per kW

reduced on average during peak events. For any Targeted

Dispatch event in which a participant has a negative load

shed, that negative performance will be included in the

calculation of the participant’s overall average performance

for the season. If the participant’s overall average

performance is a negative value, then the participant will

receive no incentive payment for that season.
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5.5 Winter Demand Response

New England’s system peak has historically been summer-
driven. ISO New England’s long-term forecasts projects
increasing electricity demand and, by 2035, the winter 50/50
net peak will nearly match the summer 50/50 net peak (ISO
Newswire, 2026). Electrification of heating and
transportation is expected to increase winter demand and
system stress over time. These evolving system conditions
suggest that winter demand response may become a relevant
component to future system reliability strategies.

Rhode Island Energy seeks to proactively assess the
potential role of demand response in addressing emerging
winter system needs. At the same time, the Company
recognizes that winter demand response is an evolving
capability that requires additional evaluation, planning and
design prior to any potential implementation.

Proposed Strategy for 2027-2029:

For the 2027-2029 implementation period, Rhode Island
Energy proposes a measured, assessment-focused approach
to winter demand response. The objective is to establish a
foundational understanding of feasibility, potential system
value, and market readiness, rather than implement or
deploy winter dispatch.

This approach is consistent with program design principles
of prudency, reliability, and cost-effectiveness, and reflects
the need to develop sufficient insight before making
investments in future implementation plans.

The Company’s proposed strategy for 2027-2029 includes
focusing on assessing the core elements required to support
potential future winder demand response offerings.
Activities may include:

- Evaluate the feasibility of leveraging existing
ConnectedSolutions pathways for winter;

- Identify which technologies and device types may be
capable of contributing to winter peak reduction;

- Develop preliminary estimates of scale and potential
load reduction capabilities;

New Program
Foundation!

Rhode Island Energy proposes
to introduce winter demand
response (“Winter DR”) during
the 2027-2029 implementation
plan through an “establish and
validate” approach.
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- Consider high-level program design elements, including event triggers, customer and
device eligibility and incentive structure(s).

This work will leverage the existing ConnectedSolutions framework while adapting program
parameters to account for the distinct characteristics of winter load.

Positioning for Future Implementation Plans (2030-2033)

The intention of the 2027-2029 assessment period is to support informed decision-making
regarding potential future winter demand response offerings. By the end of the period, Rhode
Island Energy expects to have:

Identified candidate pathways and technologies for winter demand response;
Developed preliminary estimates of achievable load reduction;

Assessed market and device readiness; and

Established a basis for evaluating cost-effectiveness relative to other system solutions.

These insights will inform whether and how to scale winter demand response in the 2030-2033
plan. Rhode Island Energy’s approach is to proactively prepare for evolving system conditions
while ensuring that any future program development is supported by sufficient data, analysis,
and demonstrated value. We don’t want to wait until winter peaks occur, we want to take a
proactive approach so we can support both current summer peaks and future winter system
needs.

Rhode Island Energy does not propose to claim peak demand reduction or avoided costs
associated with winter demand response during the 2027-2029 period.
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Section 6. Annual Participation, Peak Reduction, and Benefit-

Cost Assessment
Rhode Island Energy offers the following anticipated program participation and peak load
reduction in Table 3, below.

Table 3. Anticipated participation and peak load reduction

Estimated
Peak
. . Load
Res1de1-1tlal il Participants/Devices Reduction
Business Track
Resource
Size
(MW)
Average
Load
e 2027 2028 2029
per
Device
(kW)
BYOT 0.64 20,600 22,900 25,000 13
RSB Battery 5.80 1,607 2,231 2,789 9
EVDR 0.32 1,254 1,806 2,528 0.4
Background
Energy 0.29 8,000 8,800 10,120 2
Adjustments
Commercial and Load Reduction (kW)
Industrial Track 2027 2028 2029
Daily Dispatch 18,117 23,308 25,156
Targeted Dispatch 15,111 16,091 17,135

Notes: The table shows anticipated projections for participation in and peak load reduction resulting from
ConnectedSolutions in 2027-2029.

Rhode Island Energy estimates it can deliver this range of participation and associated load
reduction for the potential budget in

Table 4, below.
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Table 4. Projected programmatic budget

Residential and Small Budget PRY
Business Track 2027 2028 2029 ~Year
Budget
BYOT
RSB Battery
EVDR $4,489,207 $5,190,696 | $5,844,550 §15,524,452
Background Energy
Adjustments
Commercial and Budget ERY
Industrial Track 2027 2028 2029 “Year
Budget
DzilyAB: patch $4,750,122 §5,800290 | $6,110,759 | S16-60L171
Targeted Dispatch

Notes: The table shows projected budget for ConnectedSolutions in 2027-2029. Budget includes participant

incentives (68-95 percent of total budget) and administration (5-32 percent of total budget, depending on pathway).
Budget does not include regulatory allocation or shareholder incentive.
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Section 7. Complete Budget, Performance Incentive, Funding

Source
The Tables in Appendix 1 provide a complete summary of program costs, impacts, and benefits.
Rhode Island Energy proposes to collect funding through the SRP Factor within the EE Charge.
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Appendix 1. Tables
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Table 1
Rhode Island Energy
2027 Demand Response Funding Sources ($000)

Portfolio
Projected Budget $9,903,526
Sources of Other Funding $0
Projected Fund Balance and Interest from Previous Year $0
Projected FCM Net Revenue from ISO-NE $0
Total Other Funding $0
Customer Funding Required $9,903,526
Forecasted kWh Sales 7,464,438,883
Demand Response Program Charge per kWh (Excluding Uncollectible Recovery) $0.00132
Proposed SRP Opex Factor per kWh (Excluding Uncollectible Recovery) $0.00000
Total Proposed Demand Response Charge per kWh (Excluding Uncollectible Recovery) $0.00132
Currently Effective Uncollectible Rate 1.3%
Proposed Demand Response Program Charge per kWh (Including Uncollectible Recovery) $0.00133

Projected Budget includes regulatory costs which are forecasted by kWh sales.

Total Other Funding equals Line (2) + Line (3).

Customer Funding Required equals Line (1) — Line (4).

Demand Response Program Charge per kWh (Excluding Uncollectible Recovery) equals Line (5) + Line (6), truncated to five decimal places.

Total Proposed Demand Response Charge per kWh (Excluding Uncollectible Recovery) equals Line (7) + Line (8).

Uncollectible rate confirmed in Docket No. 4770.

Proposed Demand Response Program Charge per kWh (Including Uncollectible Recovery) equals Line (9) + (1 — Line (10)), truncated to five decimal
places.
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Table 2
Rhode Island Energy
2027 Demand Response Program Budget ($000)
Program Rebates Sales, Evaluation
g. . and Other Tech Performance | Grand
Planning & Marketing . & Market .
. . . Customer | Assist & Incentive Total
Administration . . . Research
Incentives | Training

Residential

Residential
ConnectedSolutions $155.9 $10.0 $3,040.6 $1,282.7 $0.0 $4,489.2
Subtotal $155.9 $10.0 $3,040.6 $1,282.7 $0.0 $4,489.2
Commercial & Industrial

C&I ConnectedSolutions $83.6 $1.0 $4,465.5 $200.0 $0.0 $4,750.1
Subtotal $83.6 $1.0 $4,465.5 $200.0 $0.0 $4,750.1
Performance Incentive $497.9 $497.9
Portfolio

EERMC $0.0 $0.0

OER $166.3 $166.3
Subtotal $166.3 $166.3
Grand Total $405.8 $11.0 $7,506.1 $1,482.7 $0.0 $497.9 | $9,903.5

Notes:

(1) OER budget is equal to 60% of 3% of System Benefits Charge (SBC) collections.
(2) EERMC budget is equal to 40% of 0% of SBC collections.
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Table 3
Rhode Island Energy
2028 Demand Response Funding Sources ($000)

Portfolio
Projected Budget $11,822,957
Sources of Other Funding $0
Projected Fund Balance and Interest from Previous Year $0
Projected FCM Net Revenue from ISO-NE $0
Total Other Funding $0
Customer Funding Required $11,822,957
Forecasted kWh Sales 7,462,707,221
Demand Response Program Charge per kWh (Excluding Uncollectible Recovery) $0.00158
Proposed SRP Opex Factor per kWh (Excluding Uncollectible Recovery) $0.00000
Total Proposed Demand Response Charge per kWh (Excluding Uncollectible Recovery) $0.00158
Currently Effective Uncollectible Rate 1.3%
Proposed Demand Response Program Charge per kWh (Including Uncollectible Recovery) $0.00160

Projected Budget includes regulatory costs which are forecasted by kWh sales.

Total Other Funding equals Line (2) + Line (3).

Customer Funding Required equals Line (1) — Line (4).

Demand Response Program Charge per kWh (Excluding Uncollectible Recovery) equals Line (5) + Line (6), truncated to five decimal places.

Total Proposed Demand Response Charge per kWh (Excluding Uncollectible Recovery) equals Line (7) + Line (8).

Uncollectible rate confirmed in Docket No. 4770.

Proposed Demand Response Program Charge per kWh (Including Uncollectible Recovery) equals Line (9) + (1 — Line (10)), truncated to five decimal
places.

42



The Narragansett Electric Company

d/b/a Rhode Island Energy
RIPUC Docket No. 26-XX-EE

System Reliability Procurement Investment Proposal for Electric Demand Response 2027-2029

Table 4

Rhode Island Energy

2028 Demand Response Program Budget ($000)

Program Rebates Sales, Evaluation
g- . and Other Tech Performance | Grand
Planning & Marketing . & Market .
. . . Customer | Assist & Incentive Total
Administration . . .
Incentives | Training

Residential

Residential
ConnectedSolutions $165.5 $10.0 $3,565.4 | $1,449.8 $0.0 $5,190.7
Subtotal $165.5 $10.0 $3,565.4 | $1,449.8 $0.0 $5,190.7
Commercial & Industrial

C&I ConnectedSolutions $86.2 $1.0 $5,513.1 $200.0 $0.0 $5,800.3
Subtotal $86.2 $1.0 $5,513.1 $200.0 $0.0 $5,800.3
Performance Incentive $634.1 $634.1
Portfolio

EERMC $0.0 $0.0

OER $197.8 $197.8
Subtotal $197.8 $197.8
Grand Total $449.5 $11.0 $9,078.5 | $1,649.8 $0.0 $634.1 | $11,823.0

Notes:

(1) OER budget is equal to 60% of 3% of System Benefits Charge (SBC) collections.
(2) EERMC budget is equal to 40% of 0% of SBC collections.
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Table 5
Rhode Island Energy
2029 Demand Response Funding Sources ($000)

Portfolio
Projected Budget $13,554,140
Sources of Other Funding $0
Projected Fund Balance and Interest from Previous Year $0
Projected FCM Net Revenue from ISO-NE $0
Total Other Funding $0
Customer Funding Required $13,554,140
Forecasted KWh Sales 7,461,341,598
Demand Response Program Charge per kWh (Excluding Uncollectible Recovery) $0.00181
Proposed SRP Opex Factor per kWh (Excluding Uncollectible Recovery) $0.00000
Total Proposed Demand Response Charge per kWh (Excluding Uncollectible Recovery) $0.00181
Currently Effective Uncollectible Rate 1.3%
Proposed Demand Response Program Charge per kWh (Including Uncollectible Recovery) $0.00183

Projected Budget includes regulatory costs which are forecasted by kWh sales.

Total Other Funding equals Line (2) + Line (3).

Customer Funding Required equals Line (1) — Line (4).

Demand Response Program Charge per kWh (Excluding Uncollectible Recovery) equals Line (5) + Line (6), truncated to five decimal places.

Total Proposed Demand Response Charge per kWh (Excluding Uncollectible Recovery) equals Line (7) + Line (8).

Uncollectible rate confirmed in Docket No. 4770.

Proposed Demand Response Program Charge per kWh (Including Uncollectible Recovery) equals Line (9) + (1 — Line (10)), truncated to five decimal
places.
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Table 6

Rhode Island Energy

2029 Demand Response Program Budget ($000)

Program Rebates Sales, Evaluation
g- . and Other Tech Performance Grand
Planning & Marketing . & Market .
. . . Customer | Assist & Incentive Total
Administration . . . Research
Incentives | Training

Residential

Residential
ConnectedSolutions $165.4 $6.0 $4,056.7 | $1,616.5 $0.0 $5,844.6
Subtotal $165.4 $6.0 $4,056.7 | $1,616.5 $0.0 $5,844.6
Commercial & Industrial

C&I ConnectedSolutions $88.7 $1.1 $5,821.0 $200.0 $0.0 $6,110.8
Subtotal $88.7 $1.1 $5,821.0 $200.0 $0.0 $6,110.8
Performance Incentive $1,383.6 $1,383.6
Portfolio

EERMC $0.0 $0.0

OER $215.2 $215.2
Subtotal $215.2 $215.2
Grand Total $469.3 $7.1 $9.877.6 | $1,816.5 $0.0 $1,383.6 | $13,554.1

Notes:

(1) OER budget is equal to 60% of 3% of System Benefits Charge (SBC) collections.
(2) EERMC budget is equal to 40% of 0% of SBC collections.
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Table 7
Rhode Island Energy
Calculation of 2027 Cost-Effectiveness (Avoided Electric Bill Costs) ($000)
RI Test Program . Participant | Performance
Benefit / Cost Total Benefit Imlgirs:::j:mn COSI: Incentive

Residential

Residential ConnectedSolutions 1.88 $8,450.3 $4,489.2 $0.0
Subtotal 1.88 $8,450.3 $4,489.2 $0.0
Commercial & Industrial

C&I ConnectedSolutions 1.21 $5,767.9 $4,750.1 $0.0
Subtotal 1.21 $5,767.9 $4,750.1 $0.0
Performance Incentive $497.9
Portfolio

EERMC $0.0

OER $166.3
Subtotal $166.3
Grand Total 1.44 $14,218.2 $9.405.6 $0.0 $497.9

Notes:

(1) Total Benefits are based on avoided electric bill cost only.
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Table 8
Rhode Island Energy
Calculation of 2028 Cost-Effectiveness (Avoided Electric Bill Costs) ($000)
RI Test Program . Participant | Performance
Benefit / Cost Total Benefit Imlgirs:::j:mn COSI: Incentive

Residential

Residential ConnectedSolutions 1.97 $10,232.7 $5,190.7 $0.0
Subtotal 1.97 $10,232.7 $5,190.7 $0.0
Commercial & Industrial

C&I ConnectedSolutions 1.22 $7,099.6 $5,800.3 $0.0
Subtotal 1.22 $7,099.6 $5,800.3 $0.0
Performance Incentive $634.1
Portfolio

EERMC $0.0

OER $197.8
Subtotal $197.8
Grand Total 1.47 $17.332.4 $11,188.8 $0.0 $634.1
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Table 9
Rhode Island Energy
Calculation of 2029 Cost-Effectiveness (Avoided Electric Bill Costs) ($000)
RI Test Program . Participant | Performance
Benefit / Cost Total Benefit Imlgirs:::j:mn COSI: Incentive

Residential

Residential ConnectedSolutions 2.01 $11,769.3 $5.844.6 $0.0
Subtotal 2.01 $11,769.3 $5,844.6 $0.0
Commercial & Industrial

C&I ConnectedSolutions 1.29 $7,872.9 $6,110.8 $0.0
Subtotal 1.29 $7,872.9 $6,110.8 $0.0
Performance Incentive $1,383.6
Portfolio

EERMC $0.0

OER $215.2
Subtotal $215.2
Grand Total 1.45 $19,642.2 $12,170.5 $0.0 $1,383.6
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Table 10
Rhode Island Energy
Calculation of 2027 Cost-Effectiveness (Societal Benefits, Excluding Economic) ($000)
lilnfie"i:t/ Total Benefit Implicls‘?r;gel:tl:tion Participant Perform.a nee
Cost Expenses Cost Incentive

Residential

Residential ConnectedSolutions 2.45 $10,983.3 $4,489.2 $0.0
Subtotal 2.45 $10,983.3 $4,489.2 $0.0
Commercial & Industrial

C&I ConnectedSolutions 1.26 $5,991.5 $4,750.1 $0.0
Subtotal 1.26 $5,991.5 $4,750.1 $0.0
Performance Incentive $497.9
Portfolio

EERMC $0.0

OER $166.3
Subtotal $166.3
Grand Total 1.71 $16,974.8 $9,405.6 $0.0 $497.9
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Table 11
Rhode Island Energy
Calculation of 2028 Cost-Effectiveness (Societal Benefits, Excluding Economic) ($000)
liln:ie"iit/ Total Benefit Implicls‘?r;gel:tl:tion Participant Perform.a nee
Cost Expenses Cost Incentive

Residential

Residential ConnectedSolutions 2.65 $13,756.7 $5,190.7 $0.0
Subtotal 2.65 $13,756.7 $5,190.7 $0.0
Commercial & Industrial

C&I ConnectedSolutions 1.33 $7,720.1 $5,800.3 $0.0
Subtotal 1.33 $7,720.1 $5,800.3 $0.0
Performance Incentive $634.1
Portfolio

EERMC $0.0

OER $197.8
Subtotal $197.8
Grand Total 1.82 $21,476.8 $11,188.8 $0.0 $634.1
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Table 12
Rhode Island Energy
Calculation of 2029 Cost-Effectiveness (Societal Benefits, Excluding Economic) ($000)
lilnfie"i:t/ Total Benefit Implicls‘?r;gel:tl:tion Participant Perform.a nee
Cost Expenses Cost Incentive

Residential

Residential ConnectedSolutions 2.80 $16,354.5 $5,844.6 $0.0
Subtotal 2.80 $16,354.5 $5,844.6 $0.0
Commercial & Industrial

C&I ConnectedSolutions 1.48 $9,035.3 $6,110.8 $0.0
Subtotal 1.48 $9,035.3 $6,110.8 $0.0
Performance Incentive $1,383.6
Portfolio

EERMC $0.0

OER $215.2
Subtotal $215.2
Grand Total 1.87 $25,389.8 $12,170.5 $0.0 $1,383.6
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Rhode Island Energy

Table 13

Summary of 2027 Avoided Electric Bill Costs by Program ($000)

Benefits (000's)
Capacity Energy
Summer Summer Winter Electric Energy Price
Total Generation Capacity DRIPE | Transmission |Distribution| Peak |Off Peak| Peak | Off Peak DRIPE Avoided RNS | Arbitrage
Residential
Residential ConnectedSolutions $8,450 $1,004 $2,498 $651 $2,829 $14 $0 $0 $0 $0 $1,324 $129
Subtotal $8,450 $1,004 $2,498 $651 $2,829 $14 $0 $0 $0 $0 $1,324 $129
Commercial & Industrial
C&I ConnectedSolutions $5,768 $25 $62 $760 $3,302 $0 $0 $0 $0 $0 $1,545 $73
Subtotal $5,768 $25 $62 $760 $3,302 $0 $0 $0 $0 $0 $1,545 $73
Grand Total $14,218 $1,029 $2,561 $1,412 $6,131 $14 $0 $0 $0 $0 $2,869 $202
Avoided Electric Bill Cost ($/kW) $ 16.68 | $ 41.50 | § 2283 |$ 99388 0738 $0.00[$ 0.00]$ 0.02 8 46.50 | § 13.87
Total for RSB Batteries ($/kW) | $§  351.86
Total for C&I Batteries (3/kW) | $§  185.62
Total for Thermostats ($/kW) $  268.62
Total for the Rest ($/kW) $ 173.68

Notes:

(1) Energy Values are for Thermostats only.
(2) Energy Price Arbitrage only applies to Battery Pathways.
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Rhode Island Energy

Table 14

Summary of 2028 Avoided Electric Bill Costs by Program ($000)

Notes:

(1) Energy Values are for Thermostats only.
(2) Energy Price Arbitrage only applies to Battery Pathways.

Benefits (000's)
Capacity Energy
Summer Summer Winter Electric Energy Price
Total Generation Capacity DRIPE | Transmission |Distribution| Peak |Off Peak| Peak | Off Peak DRIPE Avoided RNS | Arbitrage
Residential
Residential ConnectedSolutions $10,233 $1,308 $2,794 $796 $3,459 $16 $0 $0 $0 $0 $1,676 $184
Subtotal $10,233 $1,308 $2,794 $796 $3,459 $16 $0 $0 $0 $0 $1,676 $184
Commercial & Industrial
C&I ConnectedSolutions $7,100 $32 $69 $922 $4,005 $0 $0 $0 $0 $0 $1,940 $131
Subtotal $7,100 $32 $69 $922 $4,005 $0 $0 $0 $0 $0 $1,940 $131
Grand Total $17,332 $1,340 $2,863 $1,719 $7,464 $16 $0 $0 $0 $0 $3,616 $315
Avoided Electric Bill Cost ($/kW) $ 1825 | 8 38.99 | $ 2341 |% 101658 077 |$ $0.00[$ 0.00]$ 0.02 8 4925 | % 14.18
Total for RSB Batteries ($/kW) | $§  349.15
Total for C&I Batteries (kW) | $  191.39
Total for Thermostats ($/kW) $  269.28
Total for the Rest ($/kW) $  179.74

53



The Narragansett Electric Company

d/b/a Rhode Island Energy
RIPUC Docket No. 26-XX-EE
System Reliability Procurement Investment Proposal for Electric Demand Response 2027-2029

Rhode Island Energy

Table 15

Summary of 2029 Avoided Electric Bill Costs by Program ($000)

Notes:

(1) Energy Values are for Thermostats only.
(2) Energy Price Arbitrage only applies to Battery Pathways.

Benefits (000's)
Capacity Energy
Summer Summer Winter Electric Energy Price
Total Generation Capacity DRIPE | Transmission |Distribution| Peak |Off Peak| Peak | Off Peak DRIPE Avoided RNS | Arbitrage
Residential
Residential ConnectedSolutions $11,769 $1,580 $2,887 $936 $4,064 $16 $0 $0 $0 $0 $2,052 $235
Subtotal $11,769 $1,580 $2,887 $936 $4,064 $16 $0 $0 $0 $0 $2,052 $235
Commercial & Industrial
C&I ConnectedSolutions $7,873 $36 $65 $1,013 $4,398 $0 $0 $0 $0 $0 $2,220 $142
Subtotal $7,873 $36 $65 $1,013 $4,398 $0 $0 $0 $0 $0 $2,220 $142
Grand Total $19,642 $1,616 $2,952 $1,948 $8,461 $16 $0 $0 $0 $0 $4,272 $377
Avoided Electric Bill Cost ($/kW) $ 19.86 | $ 36.27 | $ 239418 10398 |$ 0.73|$ S - $ - $ 0.02|$ 52.50 | $ 14.51
Total for RSB Batteries ($/kW) | $§  343.93
Total for C&I Batteries (kW) | $§  195.20
Total for Thermostats ($/kW) $  268.86
Total for the Rest ($/kW) $  186.27
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Table 16
Rhode Island Energy
Summary of 2027 Load Reduction and Energy Savings by Program
Electric Energy Savings
Load Reduction (kW) MWh
Summer Winter Annual Lifetime
Residential
Residential ConnectedSolutions 28,468 0 227 227
Subtotal 28,468 0 227 227
Commercial & Industrial
C&I ConnectedSolutions 33,228 0 0 0
Subtotal 33,228 0 0 0
Grand Total 61,696 0 227 227
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Table 17
Rhode Island Energy
Summary of 2028 Load Reduction and Energy Savings by Program
Electric Energy Savings
Load Reduction (kW) MWh
Summer Winter Annual Lifetime
Residential
Residential ConnectedSolutions 34,024 0 248 248
Subtotal 34,024 0 248 248
Commercial & Industrial
C&I ConnectedSolutions 39,399 0 0 0
Subtotal 39,399 0 0 0
Grand Total 73,423 0 248 248
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Table 18
Rhode Island Energy
Summary of 2029 Load Reduction and Energy Savings by Program
Electric Energy Savings
Load Reduction (kW) MWh
Summer Winter Annual Lifetime
Residential
Residential ConnectedSolutions 39,080 0 268 268
Subtotal 39,080 0 268 268
Commercial & Industrial
C&I ConnectedSolutions 42,291 0 0 0
Subtotal 42,291 0 0 0
Grand Total 81,371 0 268 268
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Table 19
Rhode Island Energy
Summary of 2027 PIM Benefits

Electric Energy Capacity
Summer Electric Energy Summer Capacity Energy price
Peak Off Peak DRIPE Generation DRIPE Transmission  Distribution RNS arbitrage  Total

Residential

Residential ConnectedSolutions $13,736 $0 $302  $1,004,337  $2,498,383 $651,450 $2,829,107  $1,323,784 $129,241 $8,450,340
Commercial & Industrial

C&l ConnectedSolutions $0 $0 $0 $25,048 $62,310 $760,359 $3,302,075  $1,545,093 $72,993 $5,767,878
Total $13,736 $0 $302  $1,029,385 $2,560,693  $1,411,809 $6,131,182 $2,868,877 $202,233  $14,218,218

Percent Application in PIM 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
Notes:

(1) Total PIM Benefits are based on avoided electric bill cost only.
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Table 20
Rhode Island Energy
Summary of 2028 PIM Benefits

Electric Energy Capacity
Summer Electric Energy Summer Capacity Energy price
Peak Off Peak DRIPE Generation DRIPE Transmission  Distribution RNS arbitrage  Total

Residential

Residential ConnectedSolutions $15,753 $0 $327  $1,308,179  $2,794,115 $796,424 $3,458,698  $1,675,691 $183,537  $10,232,725
Commercial & Industrial

C&I ConnectedSolutions $0 $0 $0 $32,118 $68,601 $922,229 $4,005,042  $1,940,388 $131,262 $7,099,641
Total $15,753 $0 $327  $1,340,297  $2,862,716  $1,718,653 $7,463,740 $3,616,079 $314,799  $17,332,366

Percent Application in PIM 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
Notes:

(1) Total PIM Benefits are based on avoided electric bill cost only.
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Table 21
Rhode Island Energy
Summary of 2029 PIM Benefits

Electric Energy Capacity
Summer Electric Energy Summer Capacity Energy price
Peak Off Peak DRIPE Generation DRIPE Transmission  Distribution RNS arbitrage  Total

Residential

Residential ConnectedSolutions $16,185 $0 $374  $1,580,270 $2,886,711 $935,723 $4,063,644 $2,051,685 $234,699  $11,769,292
Commercial & Industrial

C&I ConnectedSolutions $0 $0 $0 $35,507 $64,862  $1,012,614 $4,397,567  $2,220,278 $142,046 $7,872,875
Total $16,185 $0 $374  $1,615,778  $2,951,573  $1,948,337 $8,461,211  $4,271,963 $376,745  $19,642,167

Percent Application in PIM 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
Notes:

(1) Total PIM Benefits are based on avoided electric bill cost only.
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Table 22

Rhode Island Energy

2027 Demand Response PIM ($000)

Performance Incentive

Eligible
Benefits . . . Design
100% Avoided | Eligible Costs Eligible Net Design Payout Performance
R Benefits Rate
Electric Bill Payout
Costs

Residential $8,450 $4,489 $3,961
Commercial & Industrial $5,768 $4,750 $1,018
Total $14,218 $9,239 $4,979 10.0% $498
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Table 23

Rhode Island Energy

2028 Demand Response PIM ($000)

Performance Incentive

Eligible
Benefits . . . Design
100% Avoided | Eligible Costs Eligible Net Design Payout Performance
R Benefits Rate
Electric Bill Payout
Costs

Residential $10,233 $5,191 $5,042
Commercial & Industrial $7,100 $5,800 $1,299
Total $17,332 $10,991 $6,341 10.0% $634
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Table 24

Rhode Island Energy

2029 Demand Response PIM ($000)

Performance Incentive

Eligible
Benefits . . . Design
100% Avoided | Eligible Costs Eligible Net Design Payout Performance
. e Benefits Rate
Electric Bill Payout
Costs

Residential $11,769 $5,845 $5,925
Commercial & Industrial $7,873 $6,111 $1,762
Total $19,642 $11,955 $7,687 18.0% $1,384
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Appendix 2. Notes on Terminology

Least-Cost Procurement Standards
The version of the Least-Cost Procurement Standards in effect for 2027-2029 is the version
adopted by Order [TBD] in Docket No. 26-15-EE: https://ripuc.ri.gov/Docket-26-15-EE.

The following definitions are excerpted from the Least-Cost Procurement Standards for
convenient reference:

System Reliability Procurement

Procurement to meet or mitigate a gas or electric system need or to provide system
optimization from a party other than the gas or electric utility” that provides the need or
optimization by employing diverse energy resources, distributed generation, or demand
response.’

Utility Reliability Procurement
Procurement to meet or mitigate a gas or electric system need or to provide system
optimization that is not System Reliability Procurement is a utility investment.’

System Needs

1. Electric System Needs: Needs to serve both customer load and customer
generation, including, but not limited to, system capacity (normal and
emergency), voltage performance, reliability performance, protection
coordination, fault current management, reactive power compensation, asset
condition assessment, distributed generation performance, operational
considerations, and customer requests.

1i. Gas System Needs: Needs to serve customers, including, but not limited to,
system capacity (normal and emergency), pressure management, asset
condition assessment, gas service that supports electric distributed generation,
and operational considerations.

Optimization of System Performance

Improvement of the performance and efficiency® of the gas or electric system that
includes enhanced reliability, peak load reduction, improved utilization of both utility and
non-utility assets, optimization of operations, and reduced system losses.

> A utility proposal to own and operate non-traditional investment or new operations and maintenance services, such
as new voltage-regulation equipment, battery storage, or vegetation management, and any vendor services
associated with such investment or service, shall not be considered System Reliability Procurement per this
definition. Such investments and services are, however, still subject to the Guidance Document issued in Docket No.
4600A.

¢ Including, but not limited to, the resources named in R.I. Gen. Laws § 39-1-27.7(a)(1)(i)-(iii).

7 For example, many such Utility Reliability Procurement investments and operations are proposed in annual
Infrastructure, Safety, and Reliability Plans filed pursuant to R.I. Gen. Laws § 39-1-27.7.1(c)(2).

8 Efficiency includes both long- and short-term cost efficiency.
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Rhode Island Energy further annotates the following terminology to aid in understanding of this
SRP Investment Proposal:

Non-Wires/Non-Pipes Alternative
Outdated terms referring to non-wires/non-pipes solution.

Non-Wires/Non-Pipes Solution
A solution that satisfies a System Need or Optimization of System Performance through
means other than utility-owned infrastructure.

Non-Wires/Non-Pipes Opportunity
A System Need or Optimization of System Performance that may be satisfied via a Non-
Wires/Non-Pipes Solution (i.e., the electric or gas screening criteria has been met).

Non-Wires/Non-Pipes Project Proposal

A proposal for a specific Non-Wires/Non-Pipes Solution for a specific Non-Wires/Non-
Pipes Opportunity (i.e., such as a proposal submitted in response to a Request for
Proposals).

Non-Wires/Non-Pipes Project

A specific Non-Wires/Non-Pipes Solution for a specific Non-Wires/Non-Pipes
Opportunity (i.e., such as a project in the process of being constructed, installed, or
otherwise implemented).

Non-Wires/Non-Pipes Program

The process by which Rhode Island Energy identifies non-wires/non-pipes opportunities,
solicits and evaluates non-wires/non-pipes project proposals, and submits funding
requests with relevant justification and documentation for non-wires/non-pipes projects.

Wires/Pipes Solution
A solution that satisfies a System Need or Optimization of System Performance through
utility-owned infrastructure.

SRP Investment Proposal
A filing describing a Non-Wires/Non-Pipes Project per Chapter 5 of the Least-Cost
Procurement Standards.

Utility Performance Incentive
Shared value between customers and Company shareholders.
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Appendix 3. Legal and Regulatory Basis

Least-Cost Procurement Statute®
System reliability procurement is contemplated in Rhode Island’s Least-Cost Procurement
statute. Some key relevant excerpts from this statute are below for convenient reference.

“§ 39-1-27.7. System reliability and least-cost procurement.

(a) Least-cost procurement shall comprise system reliability and energy efficiency and
conservation procurement, as provided for in this section, and supply procurement, as provided
for in § 39-1-27.8, as complementary but distinct activities that have as common purpose
meeting electrical and natural gas energy needs in Rhode Island, in a manner that is optimally
cost-effective, reliable, prudent, and environmentally responsible.

(b) The commission shall establish not later than June 1, 2008, standards for system reliability
and energy efficiency and conservation procurement that shall include standards and guidelines
for:

(1) System reliability procurement, including but not limited to:

(1) Procurement of energy supply from diverse sources, including, but not limited
to, renewable energy resources as defined in chapter 26 of this title;

(11) Distributed generation, including, but not limited to, renewable energy
resources and thermally leading combined heat and power systems, that is reliable
and 1s cost-effective, with measurable, net system benefits;

(ii1)) Demand response, including, but not limited to, distributed generation, back-
up generation, and on-demand usage reduction, that shall be designed to facilitate
electric customer participation in regional demand response programs, including
those administered by the independent service operator of New England (“ISO-
NE”), and/or are designed to provide local system reliability benefits through load
control or using on-site generating capability;

(iv) To effectuate the purposes of this division, the commission may establish
standards and/or rates (A) For qualifying distributed generation, demand
response, and renewable energy resources; (B) For net metering; (C) For back-up
power and/or standby rates that reasonably facilitate the development of
distributed generation; and (D) For such other matters as the commission may
find necessary or appropriate.

9 RIGL 39-1-27.7 http://webserver.rilin.state.ri.us/Statutes/TITLE39/39-1/39-1-27.7.HTM
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(4) Each electrical and natural gas distribution company shall submit to the commission
on or before September 1, 2008, and triennially on or before September 1 thereafter
through September 1, 2028, a plan for system reliability and energy efficiency and
conservation procurement...”

Least-Cost Procurement Standards — Chapter 5

Chapter 5 of the Rhode Island Public Utilities Commission’s “Least-Cost Procurement
Standards,” approved and adopted pursuant to Order No. [TBD] in Docket No. 26-15-EE (LCP
Standards), describes the intent, purpose, content, orders, and timing of SRP Investment
Proposals. This Chapter is copied below for convenient reference.

“5.1 Intent

A. This Chapter provides standards and guidelines for System Reliability
Procurement investment proposals (SRP Proposals) that are consistent with
Three-Year SRP Plans filed pursuant to Chapter 4.

B. This Chapter does not require that all System Reliability Procurement
investments identified in a Three-Year SRP Plan must be funded through an SRP
Proposal.!”

5.2 Purpose

A. SRP Proposals will present specific implementation of a System Reliability
Procurement investment.

B. SRP Proposals will present specific costs of investments, specific funding
plans, and, if applicable, proposals for cost recovery.

C. SRP Proposals will identify any established incentives that the specific
investment is eligible for.

5.3 Content
A. Testimony
1. The distribution company will prefile testimony on the following:
a. how the Plan is consistent with the requirements of Section 1.3;

b. updated and specific information required in Sections 4.4.A.ii.a
through d, 4.4.A.iv, and 4.4.A.v relevant to the investment(s);

c. costs, a funding plan, and proposed cost recovery; and

19 For example, in some instances, the investment may appropriately be funded through an Annual EE Plan.
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d. the specific approvals the distribution company is requesting
from the PUC.

5.4 Orders
A. The PUC will approve SRP Proposals that meet these Standards.

B. The PUC may deny approval of investment proposals that do not meet these
Standards and that are not critically lined to the cost-effectiveness of other
investments that are otherwise consistent with these Standards.

C. The PUC will order adoption of any other proposals supported by the SRP
Proposal and consistent with Least-Cost Procurement, and all applicable statutes,
rules, and policies.

5.5 Timing

A. The PUC does not limit the timing of SRP Proposals, but prefers that the
proposals be filed alongside, but separately from, annual Infrastructure, Safety,
and Reliability Plans.”

Least-Cost Procurement Standards — Section 1.3

Section 1.3 of the Rhode Island Public Utilities Commission’s “Least-Cost Procurement
Standards,” approved and adopted pursuant to Order No. [TBD] in Docket No. 26-15-EE (LCP
Standards), establishes principles and stipulations for the assessment of cost, cost-effectiveness,
reliability, prudency, and environmental responsibility of system reliability procurement
solutions. This Chapter is copied below for convenient reference.

“A. Least-Cost Procurement shall be 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.
System Reliability Procurement shall be lower than the cost of the best alternative Utility
Reliability Procurement.

B. When preparing any cost test or resource assessment, including the RI Test, the
following principles will be applied:

1. Supply-side and demand-side alternative energy resources shall be compared in
a consistent and comprehensive manner.

i1. Cost tests shall be created using the RI Framework and account for applicable
policy goals, as articulated in legislation, PUC orders, regulations, guidelines, and
other policy directives.
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iii. Cost tests shall account for all relevant, important impacts, even those that are
5 difficult to quantify and monetize. Where applicable cost or benefit categories
cannot be quantified, such categories shall be qualitatively assessed.!!

iv. Cost tests shall be symmetrical, for example, by including both costs and
benefits for each relevant type of impact.

v. Analyses of the impacts of investments shall be forward-looking, capturing the
difference between costs and benefits that would occur over the life of the
investments with those that would occur absent the investments. Sunk costs and
benefits are not relevant to a cost-effectiveness analysis.

vi. Cost tests shall be completely transparent and should fully document and
reveal all relevant inputs, assumptions, methodologies, and results.

C. Cost-Effective

1. The PUC shall determine cost-effectiveness in a manner consistent with the
PUC’s Guidance Document issued in Docket No. 4600A.

ii. The distribution company shall assess the cost-effectiveness of measures,
programs, and portfolios of Least-Cost Procurement. All categories of the RI Test
are applicable to cost-effectiveness, although some categories may have no or
unknown value. The distribution company shall assess cost-effectiveness using, at
a minimum, the following two cost-effectiveness analyses:

a. An analysis that, for categories with value or cost that is shared between
Rhode Island Energy and other jurisdictions (both within the state and
region), presents benefits and costs without allocating them between
Rhode Island Energy and other jurisdictions;

b. An analysis that, for categories with value or cost that is shared between
Rhode Island Energy and other jurisdictions (both within the state and
region), presents only those benefits and costs that will be allocated to
Rhode Island Energy.

ii1. The distribution company shall provide the specific benefit- and cost-factors
included in determining the RI Test ratios.

1v. With respect to the value of greenhouse gas reductions, the RI Test shall
include the costs of greenhouse gas emissions mitigation (measured in CO2
equivalents) as they are imposed and are projected to be imposed by the Regional
Greenhouse Gas Initiative, Rhode Island Renewable Energy Standard and Rhode
Island Act on Climate, and any other utility system costs associated with

' Qualitative assessments may include relative descriptions of magnitude and direction.

70



The Narragansett Electric Company

d/b/a Rhode Island Energy

RIPUC Docket No. 26-XX-EE

System Reliability Procurement Investment Proposal for Electric Demand Response 2027-2029

reasonably anticipated future greenhouse gas reduction requirements at the state,
regional, or federal level for both electric and gas programs. The RI Test shall
also include the costs and benefits of other emissions and their generation or
reduction through Least Cost Procurement. The RI Test may include the value of
greenhouse gas reduction not embedded in any of the above.

v. Benefits and costs that are projected to occur over the term of the Least-Cost
Procurement investment shall be stated in present value terms in the RI Test
calculation, using a discount rate that appropriately reflects the risks of the
investment of customer funds in Least-Cost Procurement. Energy efficiency is
typically regarded as a low-risk resource in terms of cost of capital risk, project
risk, and portfolio risk.

vi. Economic development benefits that can be shown to be incremental to the
cost and benefits included in other categories shall be included in the RI Test.
Gross economic development benefits, or benefits that are not reliably shown to
be incremental to costs and benefits included in other categories, should be
reported separately from the RI Test tabulation along with employment impact
data.

D. Reliable
1. The distribution company shall assess the

a. ability of Least-Cost Procurement investments to meet the energy
supply or delivery system needs.

b. ability of previous investments, including identical or similar
investments, to support the conclusion that a new investment is reliable,
and

c. potential for implementation issues, including available workforce,
market continuity, program scalability.

ii. As applicable, the distribution company also shall assess an investment’s
a. ability to meet specific identified system needs;
b. anticipated reliability as compared to alternatives;
c. operational complexity and flexibility;
d. resiliency of the system;

e. risks associated with investment (for example, the ability to obtain
licensing and permitting, significant risks of stranded investment, the
potential risk reduction of a more incremental approach, sensitivity of
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E. Prudent

alternatives to differences in load forecasts, and emergence of new
technologies, etc.);

f. risks associated with customers’ behavior, responsiveness, and ability to
potentially modify usage at certain times and seasons; and

g. relative changes in other risks that are applicable to the investment, such
as reduced (or increased) public safety risk.

The distribution company shall supply any other information that the
company believes supports a finding that an investment is reliable.

1. The distribution company shall assess:

a. how the investment supports the goals of the electric or natural gas
system and the purposes of Least-Cost Procurement.

b. potential for synergy savings based on alternatives that address multiple
needs;

c. how the entire investment proposal affects the risks of ratepayers and
the distribution company;

d. how the investment effectively uses available funding sources and
integrates with energy programs and policies; and

e. how the investment is equitable in consideration of the allocation of
costs, the allocation of benefits, customer access, and customer
participation. This shall be done by, at minimum, assessing which groups
have historically received disproportionately lower benefits from LCP
investments and by presenting other appropriate, quantifiable metrics that
describe how an investment is equitable.

i1. The distribution company shall provide rate impacts to a range of customer
types and usage levels, and shall provide bill impacts, and shall provide how these
impacts were considered in the proposed investment.

iii. The distribution company may provide additional cost tests to support a
finding that an investment is prudent.

iv. The distribution company shall supply any other information that the company
believes supports a finding that an investment is prudent.

F. Environmentally Responsible
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1. The distribution company shall assess how investment complies with State
environmental and climate policies and shall properly value environmental and
climate costs and benefits.

i1. The distribution company shall assess how the investment affects
environmental and climate pollution, where applicable, at a local, regional, and
global scale.

G. Lower than the Cost of Additional Supply (omitted)
H. Lower than the cost of the best alternative Utility Reliability Procurement

i. The distribution company shall compare the cost of System Reliability
Procurement measures, programs, and/or portfolios to the cost of the best
alternative Utility Reliability Procurement option using all applicable costs
enumerated in the RI Framework. The distribution company shall provide specific
costs included in the Cost of System Reliability Procurement.

ii. At a minimum, the comparison shall include the applicable cost categories in a
Total Resources Cost Test. For categories with value or cost that is shared
between Rhode Island Energy and other jurisdictions (both within the state and
region), presents only those benefits and costs that will be allocated to Rhode
Island Energy customers. The analysis will also exclude costs savings related to
external energy market fuels (e.g., delivered fuels).

ii1. The distribution company shall describe which costs in the RI Framework
were included in the cost of System Reliability Procurement and which costs are
included in the alternative Utility Reliability Procurement. For any categories that
are not included in either, the distribution company shall describe why these
categories are not included.”
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Appendix 4. Technical Appendix

Conceptual approach

Program design can be modeled conceptually as a set of economic supply and demand curves
across pathways. Let’s first start with a single pathway. The simple economic model, depicted
below, plots price against quantity:

Price

Supply

Consumer
Surplus

Producer

Surplus
Demand

Quantity

q*

The demand curve (in this simple depiction, a line) slopes from the top left corner of the graph,
representing a small number of units of quantity demanded when the good or service is offered at
a high price, to the bottom right corner of the graph, representing a large number of units
demanded when the good or service is offered at a low price. The supply curve (also a line in this
simple depiction) slopes from the bottom left corner of the graph, representing that a small
number of units will be supplied when the price is low, to the top right corner of the graph,
representing a large number of units supplied when the price is high. The supply and demand
curves intersect at quantity demanded, q*, and price, p*. At equilibrium, producers will sell q*
units of a good or service at price p*; consumers will buy those g* units of that good or service at
price p*. The area represented in yellow, called consumer surplus, represents the value
consumers receive as defined by the difference between the maximum price the consumer would
be willing to pay and the price actually paid, for all g* units. The area represented in blue, called
producer surplus, represents the value producers receive as defined by the difference between the
minimum price the producer would be willing to accept and the price actually accepted for all g*
units. Together, consumer surplus plus producer surplus represents the value gained by everyone
in the market.!?

For the purposes of program design, Rhode Island Energy is the sole consumer in the market.
The service being purchased is peak demand reduction at some price p (measured in dollars per
kW) and in some quantity q (measured in kilowatts, kW). The producers are the program

12 This simplified explanation omits discussion of market failures like externalities; there may be non-monetary
value that accrues to consumers, producers, or entities who are not part of the market that is not reflected here.
Further discussion on this topic below.
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participants that reduce peak demand in exchange for an incentive payment (whether structured
as an upfront enrollment incentive, a pay-for-performance incentive, a financing incentive, etc.).
We can draw a more specific supply and demand graph for a specific pathway in the program:

Price

Supply

Consumer Surplus

Producer
Surplus

Demand

- Quantity

q
The demand curve represents Rhode Island Energy’s maximum willingness to pay for peak
demand reduction through this pathway. For up to q* units, Rhode Island Energy is willing to
pay price p. After q* units are procured, Rhode Island Energy’s willingness to pay drops to zero.
The supply curve is depicted as a simple upward-sloping line, but in reality may be a more
complex curve based on the actual economics and decision-making of program participants.
Consumer and producer surplus are shown in yellow and blue, respectively.

As the sole consumer and the program designer, Rhode Island Energy is charged with
determining an appropriate quantity q* to procure and an appropriate price p* to pay. In the
above graph, the quantity q* may represent a constraint, such as only having enough budget to
buy g* units. The following four graphs show some of the factors that contribute to setting p*
and g* (the incentive level and the quantity to be procured), and the resulting outcomes of
imperfect program design.

Price | ‘ If we size the pathway too small
(9°<q*), then we risk not getting as
much low-cost peak demand
reduction as we could. Resulting
effects may include the pathway
being oversubscribed, spending
more than budgeted, collecting less
funding than needed, and turning
away potential participants.

Supply

Demand

Quantity
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Price

Price

Price

Supply
Demand
Quantity
Supply
Quantity

Supply

Demand

Quantity

q

If we size the pathway too big
(q’>q*), then there is the risk that
the incentive is too low to fully
subscribe q’. The result may be
undersubscription, collecting from
customers than ultimately spent,
and delivering lower value than
planned.

If we set the incentive rate too low
(p’<p*), then the incentive won’t
be sufficient to encourage the level
of participation and peak demand
expected. The result may be that
the pathway is undersubscribed
(9°<q*), resulting in
overcollections from customers
and lower value than planned.

If we set the incentive rate too high
(p’>p*), then we risk having the
pathway be oversubscribed, which
means under-collecting program
funding from customers and
potentially turning would-be
participants away.

The program is an aggregation of pathways. To model the program, we order the pathways from
lowest price p* to highest price p* and concatenate the supply and demand curves associated
with the quantity g* proposed to be procured through each pathway. The figure below models
supply and demand curves for a program consisting of three pathways.
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Price ; Supply (pathway 1)
Supply (pathway 3)
* Supply (pathway 2)
p pathwayZ e T

*

Demand

Quantity

* * *
q pathway 1 q pathway 2 q pathway 3

Within each pathway, the model assigns the same willingness to pay for every unit of peak
demand reduction, reflecting the program’s technology-agnostic design. For simplicity, the
charts show a single willingness to pay value across all pathways.

Similarly, we can depict our proposed procurement plan based on the incentive p* available for
q* units to be procured through each pathway:

Price
i (procurement plan)
. !
p*palhway1 """""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""
Demand
Quantity
* * *
q pathway 1 q pathway 2 q pathway 3

In this model, consumer surplus is depicted by the yellow area, representing the value gained by
paying a price p* that is less than our maximum willingness to pay.'* Producer surplus is

13 Although we model Rhode Island Energy as the sole consumer in this market, the value of the consumer surplus
actually flows to Rhode Island Energy customers (in the form of lower electric bills; see discussion on setting
willingness to pay). Rhode Island Energy proposes to share a portion of this value with its shareholders (in the form
of a performance incentive; see discussion in associated pre-filed testimony).
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depicted by the blue area, representing the value gained by program participants for reducing
peak demand.'*

Price
p*palhway:i Supply
Consumer Surplus (procurement plan)
*
P pathway 2 -
P* pathway 1 Producer
i Surplus
Demand
uantit
. . . Q y
q pathway 1 q pathway 2 q pathway 3

As program designer, Rhode Island Energy seeks to maximize consumer surplus subject to
applicable constraints, such as budget constraints, statutory and regulatory constraints, and
market constraints.!> ® The budget constraint is derived from how much is feasible and prudent
to collect from customers to fund this program given the whole of existing rates and anticipated
bill impacts. Statutory and regulatory constraints are derived from compliance with applicable
statutes and regulations (i.e., Least-Cost Procurement). Market constraints capture the
availability of quantity able to be produced and may be affected by the availability of enabling
technologies (e.g., Bring Your Own Thermostats) and workforce.

14 Note that producer surplus may be wholly gained by participants (e.g., a participant gets 100 percent of the
incentive for setting their thermostat back for peak events) or shared between participants and third parties (e.g., a
participant enters into a contract with a vendor in which the vendor receives a portion of the participant’s incentive
payout in exchange for the vendor’s support in reducing the participant’s peak demand). Regarding the latter, Rhode
Island Energy is not party to such agreements and therefore makes no assumptions about the structure or sharing of
the producer surplus in such instances. 100 percent of value not captured by utility bills is retained by society (e.g.,
customers and non-customers, with the exact mix dependent on the value category).

15 Rhode Island Energy focuses on maximizing consumer surplus because of its company mission (and statutory
franchise obligation) to deliver affordable electric service to all customers. Producer surplus accrues only to the
subset of participating customers and their vendors. In theory, a program designer with a societal perspective could
conduct a dual maximization across consumer and producer surplus; such an exercise would be complex and would
require a level of market data and insight that is not available at this time. Although Rhode Island Energy takes a
predominantly utility perspective, we acknowledge the incremental value of the various pathways. (Indeed, if Rhode
Island Energy were to take a strict utility perspective, we would procure as much of the least expensive peak
demand reduction as possible and zero demand reduction that is more costly than willingness to pay. Given an
indifference curve mapped between quantity of peak demand reduction via less costly thermostats and more costly
batteries, with a budget constraint, a purely utility perspective planner would put the entirety of their budget toward
peak reduction from thermostats.)

16 Academically, this is modeled as utility (i.e., value) maximization subject to constraint, which optimizes
quantities procured across pathways rather than in isolation for each pathway.

78



The Narragansett Electric Company

d/b/a Rhode Island Energy

RIPUC Docket No. 26-XX-EE

System Reliability Procurement Investment Proposal for Electric Demand Response 2027-2029

It is insightful to also model the case in which the cost of procuring peak demand through a
pathway exceeds willingness to pay, illustrated below. In this case, the producer surplus grows
and the consumer surplus shrinks. Such a procurement plan may be justified in a number of
instances, such as if there are anticipated returns on investment (e.g., lower cost peak demand
reduction available in future procurements), non-modeled value that is external to the transaction
(e.g., the value of local jobs and macroeconomic activity), or other bases.

Price
p*pathways
Supply
Consumer Surplus (procurement plan)
p*paihway 2 N
P* pathway 1 Producer
i Surplus
Demand
uantit
. Y . Q y
q pathway 1 q pathway 2 q pathway 3

The following sections of this technical appendix dig into the above conceptual framework as
applied to proposed program design for 2027-2029. First, we discuss our determination of
willingness to pay. Then, we estimate and adjust the price available p* for peak demand
reduction in each pathway. Finally, we set target quantity q* to procure from each pathway.

Willingness to pay

Rhode Island Energy’s willingness to pay for a unit of peak demand reduction is equivalent to
the cost our customers would otherwise pay for us to serve that unit of demand during peak.
These values are specifically limited to costs that would materialize on customer electric bills:
energy costs and associated demand reduction induced price effects (DRIPE), energy price
arbitrage, capacity costs and associated intrastate DRIPE, Regional Network Service (RNS)
charges, local transmission infrastructure cost, and distribution infrastructure costs.

The table below shows the value stack for each year of the planning period.!” Avoided energy
and capacity costs and associated intrastate DRIPE are derived from the 2024 Avoided Energy
Supply Cost (AESC) Study, adjusted for inflation using an inflation rate of 2.29 percent. We use
intrastate DRIPE to reflect the limitation of our perspective to Rhode Island customers. Energy
price arbitrage was estimated using ISO-NE wholesale energy price data for 2023-2025,
assuming 85 percent round-trip battery efficiency and comparing the difference in average price
between the highest price 90 hours and the rest of the summer hours. Avoided RNS charges are

17 Please note that although cents and decimals are included in figures, this level of detail is not intended to imply
precision to the hundredths place.
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prorated for three months based on ISO-NE values. Avoided distribution and transmission
infrastructure costs were obtained by the methodology recommended by the 2024 AESC Study.
Values were scaled by inflation to determine values for 2028 and 2029.

Value Category 2027 2028 2029
Avoided Energy Costs $0.73/kW $0.77 /kW $0.73/kW
Energy DRIPE $0.02/kW $0.02/kW $0.02/kW
Energy Price Arbitrage $13.87/kW $14.18/kW $14.51/kW
Avoided Capacity Costs $16.68/kW $18.25/kW $19.86/kW
Intrastate Capacity DRIPE $41.50/kW $38.99/kW $36.27 /kW
Avoided RNS Charge $46.50/kW $49.25/kW $52.50/kW
Avoided Transmission $22.88/kW $23.41/kW | $23.94/kW
Infrastructure

ﬁl"f;’;‘iifulzt‘si‘b““o“ $99.38/kW $101.65/kW |  $103.98/kW
Totals

RSB Battery $351.86/kW $349.15/kW | $343.93/kW
C&I Battery $185.62/kW $191.39/kW | $195.20/kW
Thermostat $268.62 /KW $269.28/kW $268.86/kW
Other $173.68/kW $179.74/kW | $186.27/kW

The above table is illustrated in the figure below:

Avoided Electric Bill Cost Components
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The avoided electric bill costs are different for batteries relative to other measures. Batteries
include energy price arbitrage in their value stack but not avoided energy costs or energy DRIPE.
Values for RSB batteries are C&I batteries different due to their level of participation in capacity
market (cleared vs. uncleared capacity). The figure below shows the value stack for RSB
batteries, C&I batteries, thermostats, and non-batteries in 2027-2029:
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For program design purposes, Rhode Island Energy used the relevant value for year and
technology.

Incentive levels

The team estimated unit cost ($/kW) for a unit of peak demand reduction in each pathway in
each year. More specifically, unit costs are determined for each incentive level in each pathway
(since, in some pathways, participants may receive different incentive levels). There are four
components of unit cost: incentive cost, financing cost, administration cost, and regulatory
allocation.

The incentive cost is determined by normalizing the incentive level ($) by the expected peak
demand reduction (kW). Expected peak demand reduction is based on actual performance of
prior year devices: a thermostat reduces 0.64 kW, a battery reduces 5.80 kW, and a participating
electric vehicle or charger reduces 0.33 kW. Incentive levels for RSB batteries and C&I track
pathways are set by kW so do not need to be normalized.

The financing cost is determined by normalizing the cost of the HEAT loan (§) across the
expected peak reduction in the RSB pathway (kW). The HEAT loan is only available to
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participants in the RSB pathway, so its costs are not normalized by the peak reduction expected
from other pathways. The cost of the HEAT loan is considered to be contained within the first
year of an eligible participant’s participation and sunk in future years of participation. The cost
of the HEAT loan includes the cost of the interest buy-down, a monthly administrative fee, and a
charge per loan.

The administration cost is determined by normalizing all non-incentive, non-financing costs ($)
across the expected peak demand reduction (kW) in each track. Administration costs are
normalized by track instead of by pathway because administration is sufficiently separable by
track but not by pathway.

Together, the incentive cost, financing cost, and administration cost equal the program cost. The
regulatory allocation is three percent of the program cost, applied to each pathway.

The figures below show the unit cost of reducing peak demand by 1 kw for each pathway (bars)
compared to the avoided electric bill cost (AEBC, the line). Financing cost is omitted from these
figures; financing cost is around $7/kW.
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The value created in terms of avoided electric bill costs is calculated by subtracting the unit cost
(P) of procuring a unit (kW) of peak demand reduction from the relevant estimate of avoided
electric bill cost (AEBC), with the difference multiplied by the number of units (Q) proposed to
be procured through that pathway. Value to be shared is the sum across all pathways.

Value = Z ((AEBC - Ppathway) * Qpathway)
pathway

&3



