
STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS 
PUBLIC UTILITIES COMMISSION 

 
IN RE: THE NARRAGANSETT ELECTRIC : 
COMPANY, DEMAND-SIDE    : DOCKET NO. 3463 
MANAGEMENT PROGRAMS FOR 2004  : 
 

REPORT AND ORDER 

I. Overview 

Since 1989, the Commission has annually reviewed the design and 

implementation for Narragansett Electric Company’s (“Narragansett” or “Company”) -

proposed DSM programs and paid through a required assessment of a conservation and 

load management adjustment factor (“C&LM Factor”).  The Utility Restructuring Act of 

1996 (“URA”), as amended and set forth in Title 39 of the Rhode Island General Laws, 

has codified a charge of 2.0 mills per kilowatt-hour for the 2003 programs, unless the 

Commission approves a higher factor.1  Although the law provides the funding for the 

programs and states that the Company shall administer the programs, the Commission 

continues to have the responsibility for reviewing the design and implementation of 

Narragansett’s DSM programs. 

 On September 6, 2003, in response to Commission directives in Order No. 17156, 

Narragansett filed with the Public Utilities Commission (“Commission”) a Settlement of 

the Parties to address Narragansett’s proposed Demand-Side Management (“DSM”) 

programs for 2004 (“Settlement”).  The settling parties included the Division of Public 

Utilities and Carriers (“Division”), the State Energy Office (“SEO”), the Coalition for 

Consumer Justice (“CCJ”), and the Energy Council of Rhode Island (“TEC-RI”).  On 

                                                           
1 R.I.G.L. § 39-2-1.2(b) provides this level of funding for DSM programs for a ten-year period beginning 
January 1, 2003. 
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October 2, 2003, the Commission conducted a technical record conference to address the 

filings.2  The Settlement represents an agreement among its signatories (the “Parties”)3 

regarding the design and implementation of Narragansett’s 2004 Programs, as well as the 

allocation of dollars between the DSM and programs.  On November 21, 2003, the 

Commission conducted a public hearing to review the merits of the proposed Settlement.  

In response to Commission concerns at the hearing, on December 15, 2003, the parties 

submitted a Response Regarding Schools Initiative and Energy Star Homes.4  On 

December 18, 2003, after considering the evidence presented, the Commission ruled on 

the propriety of the Settlement, including the new performance based metrics, finding the 

Settlement to be in the best interests of ratepayers. 

II. Settlement 

 The Settlement initially reviewed the status of Narragansett’s DSM Programs 

approved for 2003.  The Company’s proposed DSM budget for 2004 is $22,139,600, 

subject to the May 2004 true-up of the 2003 budget.  For comparison, the 2003 DSM 

budget was set at $23,055,400 after the May 2003 true-up.5  The source of funding for 

2004 is expected from the following sources: the statutory DSM charge, any carryover of 

the 2003 fund balance, any fund interest earned, and funds received from customer co-

payments in 2004.6 

                                                           
2 Joint Exhibit 04-1.  The Settlement addressed performance based metrics relative to shareholder 
incentives, but did not include specific measures.  These were provided on November 7, 2003 and were 
made part of the record at the evidentiary hearing.  See Joint Exhibit  (Revised Attachment 7 to the 
Settlement). 
3  The Parties are members of the Demand-Side Management Collaborative (“DSM Collaborative”). 
4 The Amended Settlement is attached as Appendix A and incorporated herein by reference. 
5 Jt. Ex. 04-1, p. 4, Attachment 5, pp. 1-2. 
6 Jt. Ex. 04-1, p. 5. 
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A. Residential Programs 

The parties agreed to a continuation of the 2003 residential programs with similar 

rebates.  The residential budget for 2004 was set at $5,863,400, allocated among the 

EnergyWise Program, the Appliance Management Program, the Home Energy 

Management Program, Energy Star Products, Energy Star Heating Program, Energy Star 

Central Air Conditioning Program, Energy Star Lighting, Energy Efficiency Educational 

Programs and Energy Star Homes.7   

One change discussed in the Settlement was to the rebate structure in the Energy 

Star Homes program.  The maximum rate will be $1,100 per dwelling.  Originally, the 

program provided a $500 incentive to the homeowner or builder for reaching a Home 

Energy Rating Score (“HERS”) of 86 and above and up to $1,000 in incentives for 

installing Energy Star appliances and lighting.  The rebate will be restructured to provide 

additional benefits for a higher HERS score.  Now, the rebates will be stepped up as the 

score rises, with an additional $200 benefit for a HERS rating of 88 (over 86), an 

additional $400 for a HERS of 89 (over 86) and an additional $600 for a HERS of 90 or 

above (over 86).8 

Another change is a proposal to discontinue the requirement for a co-payment on 

lighting fixtures installed in residential units of multifamily buildings.  Persuading 

landlords to participate in programs when the electric bill is the responsibility of the 

tenant has proven challenging.  The Company indicated that it has found that building 

                                                           
7 Jt. Ex. 04-1, pp. 2-3, Attachment 1. 
8 Id. at Attachment 1, p. 10. 
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owners have been reluctant to pay even a $10 co-pay.  This change is designed as an 

attempt to recover that lost opportunity.9 

B. Small Business Services Programs 

The parties agreed to modify the Small Business Service programs by reducing 

the customer co-pay by 10% in an attempt to promote more customer participation.  

Additionally, four new measures were added to the Programs (Domestic Hot Water Pump 

Time Clock, Efficient Evaporator Fan Motors, Condensate Evaporators and Automatic 

Door Closers on Walk-in Equipment).  The Small Business Services budget was set at 

$2,699,200.  Finally, Narragansett agreed to conduct a mid-year review of the Small 

Business Services Program to determine whether the changes have the desired effect of 

boosting customer participation.  If the program changes appear ineffective, the parties 

agree that funds may be shifted back to Large Business Services Programs.10 

C. Large Business Service Program 

The parties agreed that Narragansett should offer its proposed Large Business 

Programs with a few modifications.  First, Narragansett agreed to increase the customer 

contribution on measures in the Energy Initiative (“EI”) program wherever feasible. 

Second, the budgets for EI and Design2000plus were reduced by $500,000 to cover 

budget restorations in the Residential and Small Business Service Programs.11 

Specifically, with regard to lighting, the parties proposed to reduce incentives for 

Metal Halide track lighting, to tighten eligibility for certain measures in response to new, 

low end, products, and to provide an incentive for inductive lighting.  With regard to 

compressed air, the parties proposed to reduce incentives for 50 to 75 horsepower load/no 

                                                           
9 Id. at Attachment 1, p. 2. 
10 Id. at 3-4. 
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load compressors and to reduce incentives for additional storage.  With regard to the 

HVAC Chillers, the parties agreed Narragansett should research the market for available 

prescriptive air cooled chillers and reevaluate the eligibility criteria and relax the 

requirements for chiller incentives to better align with the Code requirements.  With 

regard to the HVAC EMS, the parties agreed to reintroduce hotel occupancy sensors for 

HVAC.  Finally, with regard to the Custom programs, the parties agreed to integrate 

Advanced Building Design Guidelines into current programs to encourage more 

comprehensive treatment for medium size new construction buildings, to refine the 

baseline document to reflect current standards and better practices in commercial and 

industrial buildings, and to refine the eligibility requirements for HVAC and process 

controls.  According to the Settlement, the recommended changes primarily reflect the 

technical advances and continued adoption of premium efficiency equipment in the 

market.12 

Addressing the Distribution Load Response Program, the parties noted that the 

2004 proposal is an extension of Narragansett’s Demand Response Initiative pilot funded 

in the 2003 budget.  As part of this program, Narragansett will support between ten and 

twenty load shed technical assistance studies to identify demand response options and 

coordinate implementations.  The Company will then consider measures such as lighting 

retrofits, cooling system upgrades, building management system control changes, 

scheduling of industrial processes and compressed air system modifications.  The 

Company will also provide customers access to ISO-NE programs such as demand 

                                                                                                                                                                             
11 Id. at 4. 
12 Id. at Attachment 4. 
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response programs.  Finally, the parties will review spending on this initiative in August 

2004 to determine whether any funds should be transferred to another program.13 

Addressing the Compressed Air Challenge (“CAC”), a collaborative of 

government agencies, compressed air specialists, equipment manufacturers, end-use 

consumers and utilities, with the objective of promoting substantial energy savings 

improvements available by means of a comprehensive, systems approach to compressed 

air system design and operation, the parties noted that in addition to promoting the two 

levels of CAC training currently available, in 2004, the Company will provide support to 

other technical and marketing activities.  These include hosting an AirMaster training and 

certification workshop.  The parties explained that AirMaster is a software tool that can 

be used to evaluate energy savings from compressed air system improvements. 

The parties agreed to support work at national and local levels to develop codes 

and standards that continue to upgrade building energy efficiency.  This effort will 

include facilitating and supporting the training and education efforts for code enforcers, 

designers and builders.  The Building Operator Training and Certification (“BOTC”) 

program is available to commercial and industrial customers.  In 2003, twenty-five 

people successfully completed the Level I certificate program and in September 2003, a 

Level II program was initiated in Rhode Island, with more than 25 registrants. 

The Rhode Island Greenhouse Gas Stakeholders Group (“RIGGSG”) has 

proposed an initiative to promote high performance design and construction practices in 

public facilities.  Narragansett proposed a budget of $4,000 to examine increased energy 

efficiency, to support the RIGGSG Plan to develop a purchasing program to help 

customers identify and select high performing electrical equipment to meet their building 

                                                           
13 Id. at Attachment 3, pp. 5-8. 
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programming goals and to investigate the potential for increased daylighting 

opportunities in public facilities.14 

D. Budgets and Funding Sources  

Funding of the 2004 budget for DSM programs will be provided from the 

mandatory 2004 DSM charge, carryover of the 2003 fund balance, fund interest earned 

and funds received from the Large Commercial and Industrial technical assistance co-

payments and Small Business program co-payments in 2004.15  True-up of the 2003 fund 

balance to be carried over to the 2004 budget will occur no later than May 31, 2004.  If 

the difference between the amount of the true-up and the filed budget is 20% or less of 

the total approved budget, only Division approval will be necessary for reallocation; 

otherwise, Commission approval will be required.16  In addition, the Parties agreed to 

again review the components of the budget calculation in August 2004 in order to obtain 

the best information available about the amount of funds then available to determine the 

best use for them in 2004.17 

E.  Cost Effectiveness.    

The Parties agreed not to change the cost-effectiveness analysis from 2003, which 

allows Narragansett to include non-electricity resource savings in the current calculation 

of cost-effectiveness.  The estimated overall benefit/cost ratio is 2.15 (for every $1 spent, 

a benefit of $2.15 is produced).18 

                                                           
14 Id. at Attachment 3, pp. 15-16. 
15 Id. at 5-6. 
16 Id. at 6. 
17 Id. at 6-7. 
18 Id. at 10. 
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F.  Shareholder Incentive   

The Parties agreed that, in accordance with the Commission’s directives in Order 

No. 17516, the shareholder incentive mechanism should no longer be solely based on 

kWh savings targets, but rather, should have two components: (1) performance-based 

metrics and (2) kWh savings targets by sectors.  The parties had agreed to five metrics, 

for which Narragansett will have the opportunity to earn a total of $75,000, but no more 

than $15,000 per metric.  Of the five metrics, two relate to the Residential sector, one to 

Small Business and two to the Large C&I customers.19 

With regard to the kWh savings targets, the parties agreed to increase the overall 

incentive cap from 4.25% to 4.40%.  According to the parties, this represents the 

weighted average incentive rate in 2003.  Of the $15.4 million total spending budget for 

2004, $678,526 is the total target incentive with $75,000 of that allocated to the 

performance-based metrics.20 

G. Collaborative 

The parties agreed to continue the Collaborative, comprised of the Parties to the 

Settlement as well as any other interested third party as identified by the Commission.  

The Collaborative members agreed to meet at least six times in 2004.21  The 

Collaborative will review all proposed programs for 2005, including a proposal regarding 

performance based metrics for purposes of calculating the shareholder incentive.  

According to the Settlement, in the event the Collaborative is unable to agree to 

                                                           
19 Id. at 8-9, Attachment 7.  For a discussion of the performance-based metrics, see the Technical Session 
section of this Order. 
20 Id. at 8-9, Attachment 8. 
21 Id. at 7. 
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Narragansett’s 2005 proposal, the Company will be free to file with the Commission on 

or before October 2004 for approval of its proposals.22 

III. Technical Session 

On October 2, 2003, the Commission convened a Technical Record Conference to 

discuss the pre-filed testimony filed by the parties and to address issues raised prior to the 

parties working toward a settlement. 

  The proceeding covered many issues of interest regarding DSM programs, 

including a description of each.  The Commission expressed its enthusiasm regarding the 

Schools Initiative, but questioned the Company about specifics and outreach to 

communities.  Mr. McAteer indicated that one of the barriers to the program is the 

necessity for school departments to put the 25% co-pay into their budget, an amount that, 

in the short term, is often higher than non-energy efficient measures.  The challenge is 

persuading school departments that the long term savings will outweigh the up front 

costs.23  The Commission suggested many outreach methods they believed would assist 

in the success of the program.24  The Commission also expressed interest in a thermostat 

rebate. 

The Commission also expressed interest, as in past years, in targeted DSM as a 

means of delaying or eliminating the need for construction of new substations or new 

distribution facilities.  Mr. McAteer indicated that the Company is looking at congestion 

at different substations to see whether reducing the peak would reduce investment costs 

for upgrading a particular substation.  However, Mr. Newberger indicated that although 

there were feeders in substations that were identified in Rhode Island, none were targeted 

                                                           
22 Id. at 7. 
23 Tr. 10/3/03, pp. 65-83, 86-94. 
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in 2003.  Rather, Massachusetts was targeted as a result of limited resources.  Mr. 

Newberger noted that the Company would be starting the identification process again for 

2004.25 

The discussion of the shareholder incentives and the revised mechanism for their 

calculation was in response to the Commission’s Order No. 17516.  The Company also 

discussed the proposed performance metrics in detail.26  Ms. White explained that the 

performance metrics for 2004 are very similar to those tracked in 2003, with the 

exception of the small business performance metric.  She also noted that the actual 

benchmarks had not yet been set because of a desire on the part of the parties to gather as 

much information as possible from 2003 prior to setting the benchmarks for 2004.27  She 

added that the performance metrics were developed in response to concerns voiced by the 

Commission and are the types of measures that cannot be easily tracked through kilowatt 

hour savings alone.28  She agreed that of the total shareholder incentive, roughly ten 

percent is allocated to performance metrics and indicated that ten percent represents a 

reasonable incentive that would be meaningful.  With regard to the fact that the parties 

are proposing that each metric be given the same dollar value, Ms. White indicated that 

the collaborative wanted to keep the mechanism easily understandable and wanted to 

show that each metric is equally important.  With regard to the $15,000 dollar amount, 

Ms. White maintained that $15,000 will get people’s attention.29 

Unlike the calculation of the shareholder incentive in 2003 for kilowatt hours 

saved, which set the incentive rate for residential customers at five percent, Small C&I 

                                                                                                                                                                             
24 Id. at 80-83, 86-94. 
25 Id. at 61-62. 
26 Tr. 10/3/03, pp. 19-48, 76-79. 
27 Id. at 21-22. 
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customers at six percent and Large C&I customers at 3.5 percent, the proposal for 2004 

was a flat rate of 4.4 percent.  In years prior to 2003, the incentive rate was a flat 4.25 

percent.  The Company conceded that it would be feasible, although not preferable, for 

the Company to adjust the incentives from a flat rate to a variable rate.30 

Discussing each of the metrics, Mr. McAteer indicated that the first C&I metric 

relates to the BOC Training, Level one.  The metric states that the Company intends to 

enroll in 2004 an additional xx Rhode Island facility building engineers, technicians, 

contractors, or operators in the NEEP-Level 1 – O&M training and certification course.  

This course includes instruction on operating several of the types of equipment for which 

incentives are provided through other business service programs.  The metric tracks BOC 

Level 1 for building operators to develop skills to evaluate building energy use, foster 

better work environments, increase customer education, and support market 

transformation.31 

The second C&I metric relates to High Performance Schools.  The metric states 

that the Company will contract with xx new school projects through Design2000plus to 

provide full incremental cost for high performance design and construction practices with 

a special focus on high quality energy efficient lighting.  The metric provides the 

Company with an incentive to sign up more schools for a program which provides 

technical and financial support from the very beginning of school construction projects, 

emphasizes thermal, acoustic, and visual comfort, especially in lighting design, and helps 

                                                                                                                                                                             
28 Id. at 22-23. 
29 Id. at 23-26. 
30 Id. at 26-31. 
31 Id. at 106-11, Settlement Attachment 7, p. 1. 



 12

cities and towns construct new schools that are high quality, environmentally sensitive, 

and cost less to operate.32 

The third C&I metric relates to Small Business services.  The metric states that 

the Company will implement xx comprehensive energy efficiency measures, to include 

non-prescriptive lighting, HVAC tune-ups (assuming tune ups prove to be cost effective) 

or other customer ECMs in Small Business installations targeted for 2004.  This metric is 

designed to address the challenge in serving small business customers with measures 

other than lighting.  With the measure, Mr. McAteer noted that the Company was still in 

the process of gathering data regarding cost efficiency.  He indicated there would be 

further information provided at the evidentiary hearing in November, 2003.  This metric 

is important to focus the Company on overcoming the challenges previously identified in 

serving small business customers.33 

Turning to the first residential metric, Ms. McNaughton indicated that it relates to 

participation in the clothes washer rebate program and will represent a stretch from 2003 

participation.  The metric states that the Company will achieve an xx% market share for 

Energy Star qualified clothes washers in Rhode Island for the first two quarters of 2004.  

The metric supports increased penetration of Energy Star Clothes Washers in Rhode 

Island.34  Ms. McNaughton explained that market share is measured by the 

Environmental Protection Agency through data collection on a national and state level 

from sales data from retailers.35  Ms. McNaughton noted that Rhode Island is still lagging 

behind several other states in market transformation, thus making this an important 

                                                           
32 Id. at 112-13, Settlement Attachment 7, p. 2. 
33 Id. at 113-14, Settlement Attachment 7, p. 2. 
34 Id. at 141-42, Settlement Attachment 7, p. 1. 
35 Id. at 142-43. 
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metric.  However, she did indicate that if Rhode Island becomes a leader in the nation, 

that occurrence will be an indicator to consider changing the metric.36  Additionally, she 

agreed that in the event Rhode Island reached fifty percent market penetration for clothes 

washers, the rebate would no longer be necessary.37 

Ms. Naughton then explained that the second residential metric is to conduct 

plans, analyses and home ratings and sign Energy Star agreements with a percentage of 

new homes built in Rhode Island.  The metric states that the Company will conduct plans, 

analyses, and homer ratings and sign Energy Star builders’ agreements with xx% of the 

new homes in Rhode Island.  This metric is designed to support market transformation in 

the construction of new homes.38 

V. Hearing 

 Following notice, a hearing was held on November 21, 2003, at the offices of the 

Commission, 89 Jefferson Boulevard, Warwick, RI, to consider the Settlement filed by 

the Parties and the proposals contained therein. 

 The following appearances were entered: 

FOR NARRAGANSETT:  Terry Schwennesen, Esq. 

 FOR THE DIVISION:  William K. Lueker, Esq. 
      Special Assistant Attorney General 
 
 FOR THE COMMISSON:  Cynthia G. Wilson, Esq. 
      Senior Legal Counsel 
 

Narragansett presented Ms White, Ms. McNaughton, Mr. Menard, and Mr. 

Newberger.  The Division presented Mr. Woolf.  Mr. Menard indicated that in response 

to Commission concern at the Technical Record Conference, that the Rhode Island 

                                                           
36 Id. at 145-49. 
37 Id. at 148. 
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Department of Education be made aware of the Schools Initiative, the Company 

contacted Mr. Peter McWalters to introduce the Schools Initiative Program and its 

benefits.  Commissioner McWalters’ office followed up to discuss the Program and 

provided the Company with a list of five years worth of data for all schools that have 

been approved from 1998 through 2003 for construction projects.  Mr. Menard explained 

that the Company will use this list as its starting point and contact each school district.  

Additionally, in March or April of each year, Narragansett will obtain updated lists in 

order to target each school district.  Furthermore, Narragansett is collaborating with other 

agencies on the State and Federal level to target superintendents, school committees and 

business managers for programs and seminars.39  In response to Mr. Menard’s 

clarification that the Schools Initiative covers only public schools, the Commission 

requested the parties to consider including private schools as well and to respond to the 

Commission with an answer.40 

In response to Commission concerns regarding thermostat rebates, Ms. 

Schwennesen explained that the Company recommends offering a $25 rebate for the 

installation of Energy Star thermostats through the Energy Star Heating System Program 

and also through the Energy Wise Program.  In order to qualify for the rebate, however, a 

customer has to have the thermostat installed by a contractor.  Ms. McNaughton 

explained that this is because if the thermostat is not calibrated correctly and customers 

do not use it correctly, the benefits are lost.41 

                                                                                                                                                                             
38 Id. at 143-44. 
39 Tr. 11/21/03, pp. 10-18. 
40 Id. at 18-29.  On December 15, 2003, Narragansett submitted a letter to the Commission that stated the 
Collaborative supports the expansion of the Schools Initiative program to include private schools.  The 
performance metric, however, would only apply to three new public schools in 2004. 
41 Id. at 32-40. 



 15

Turning to finalizing the metrics, Mr. Newberger indicated that the target for 

market share for Energy Star Clothes Washers will be 7% better than the national 

average.  The movement from a fixed number to a relative target represents expected 

changes to the Energy Star standards and also a belief that it is important for Rhode 

Island to exceed national standards.42  The target in the Energy Star Homes metric will be 

to sign agreements with builders of 15% of the new homes built in Rhode Island in 2004.  

Mr. Newberger indicated that this follows a recent growth trend in the program.43 

With regard to the BOC metric, Mr. Newberger indicated that the Collaborative 

agreed to strive for the same level of participation as the 2003 goal of training 25 

operators.  He indicated that this will represent a challenge because of the significant time 

commitment on the part of the attendee.  Additionally, Mr. Newberger indicated that the 

Company has seen staffing reductions at facilities, leading to more challenge in 

persuading companies to commit staff to the program.44 

Addressing the Schools Initiative metric, Mr. Newberger indicated that the target 

is to sign contracts with three schools in 2004, an increase from two schools in 2003.  Mr. 

Newberger did assure the Commission that if more than three schools want to sign up for 

the Initiative, the budget will be sufficient to sign the schools.45 

With regard to the Small Business metric, Mr. Newberger indicated that the small 

business comprehensive target will be 14 percent comprehensiveness which is defined as 

                                                           
42 Id. at 40-44. 
43 Id. at 44. 
44 Id. at 44-45. 
45 Id. at 45-49. 
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the number of qualified measures divided by the number of participant locations.46  The 

metric was revised to state: 

The Company will achieve 14% comprehensiveness in Small Business Services in 
 2004.  The percentage will be calculated as the number of non prescriptive 
 lighting HVAC tune-ups or other customer energy efficiency measures (excluding 
 custom walk-in cooler measures) divided by the total number of participant 
 locations (excluding walk-in cooler only participants) in 2004.  The recommended 
 performance target for this metric is predicated on an assumption that the current 
 evaluation effort underway to assess savings from HVAC tune-ups will 
 demonstrate that this measure is cost-effective.  If evaluation findings indicate 
 that this measure is not cost-effective, the Company proposes to work with the 
 Collaborative to modify the target for this metric and will include the modified 
 target in its True-Up Filing in May 2004.47 

 
Presciptive lighting measures consist of typical light fixtures whereas 

nonprescriptive lighting measures would be specialized industrial lighting, day lighting 

controls and high efficiency T8 lamp and ballast combinations.48  The total number of 

participant locations in a year is the number of locations where a vendor visits the site to 

look for opportunities and install the measures.  If the measures are not installed, the 

location is not considered a participant for purposes of calculating the metric.  The 

number of measures is the total number that are done at a location.  In other words, a 

location may have two qualifying measures, which would be included as two in the 

numerator while the location would be a one in the denominator.  However, if the 

location only has one non-qualifying measure completed, the numerator would be zero 

and the location would count as one in the denominator.49 

Mr. Newberger explained that walk-in cooler measures are excluded because 

these measures are served by a separate vendor and constitute a different service from the 

                                                           
46 Id. at 50. 
47 Narragansett Exhibit 03-2. 
48 Tr. 11/21/03, pp. 51-52. 
49 Id. at 52-55. 
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other measures.  Because there is a different vendor providing different measures, the 

walk in cooler measures should not be included anywhere in the metric.50 

Addressing the potential for recalculating the metric at the time of the May 2004 

true-up, the Company agreed that the Commission would have the opportunity to review 

the recalculation at that time.51 

Finally, the shareholder incentives earned by the Company for meeting each of 

the metrics will be credited in the same manner as the traditional shareholder incentives 

after the May 2005 true-up filing is made.52 

VII. Commission Findings 

At its open meeting on December 20, 2003, the Commission approved the 

Amended Settlement between Narragansett, the Division, the SEO, CCJ and TEC-RI.  

with the agreement of the parties to expand the Schools Initiative to include private 

schools.  However, with regard to the expansion of the Schools Initiative, the metric still 

only counts public schools (i.e., the metric is met if three public schools become involved 

in the program).  Therefore, if Narragansett, despite using all of the same efforts to 

involve private schools, does not serve any in 2004, there will be a burden to show that 

they did use their best efforts. 

The Commission finds that the five metrics proposed by the Collaborative 

represent reasonable benchmarks against which to measure performance for purposes of 

earning a shareholder incentive.  These metrics cover a wide range of program types and 

the indicators are sufficiently within the Company’s control or influence.  Additionally, 

four of the five the performance levels required to achieve the metrics exceed historical 

                                                           
50 Id. at 54-56. 
51 Id. at 56-57. 
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performance, rather than attempting to simply retain the status quo where there is not 

market saturation.  However, even the metric that requires achievement of the status quo 

appears to represent a challenge.  Furthermore, the use of objective information to 

measure performance is also a sound design principle.  With regard to the Small Business 

metric, the Commission reserves the right to review and address any changes in the 

future. 

The Commission notes that five metrics allow Narragansett to focus its efforts on 

specific areas that have proven challenging or underperforming in the past.  More than 

five metrics would cause this focus to become less sharp and would spread resources too 

thinly.  Therefore, in the next DSM filing, Narragansett Electric and/or the Collaborative 

should continue to focus on five metrics.  There is no requirement that each future metric 

have the same dollar amounts attached.  Additionally, with regard to the straight kWh 

saved incentive mechanism, 4.4% is not a magic number and does not need to be an 

across-the-board percentage, as it is in 2004.  The Commission looks forward to hearing 

from all parties regarding proposals for the appropriate shareholder incentive mechanism. 

Narragansett shall file either direct testimony or a Settlement with the 

Collaborative regarding the proposed 2005 programs no later than September 15, 2004.  

However, the Commission will not accept a Settlement regarding shareholder incentives 

until after a technical session has been held.  It appears that discussion between the 

parties regarding the shareholder incentive structure in response to Commission questions 

may have been limited due to the fact that there was a signed Settlement.  Therefore, 

Narragansett shall make a direct filing regarding a proposed shareholder incentive 

structure for calendar year 2005 no later than September 1, 2004.  The other parties shall 

                                                                                                                                                                             
52 Id. at 59-61. 
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make responsive filings no later than October 1, 2004 so that the Commission may hold a 

technical session regarding the programs and the incentive structure.  In the event the 

parties desire to hold a technical session prior to September 1, 2004 in order to discuss 

shareholder incentives and receive direction from the Commission, they may request such 

action.  The shareholder incentive structure is too important for the Commission not to be 

able to have input without rejecting an entire settlement full of good programs. 

 Accordingly, it is 

 (17927)  ORDERED: 

1. The Settlement of the Parties filed September 12, 2003 regarding the 

Company’s 2004 demand-side management programs, with the modifications 

described in Ordering Paragraphs 2, 3, 4, 6, and 7 is hereby approved for 

implementation on January 1, 2004. 

2. The Performance Metrics set forth in Narragansett Electric Company’s 

November 7, 2003 Filing of Revised Attachment 7 to the Settlement are 

hereby approved. 

3. By agreement of the parties, the Schools Initiative shall be expanded to 

include private schools. 

4. Narragansett shall offer a $25.00 Energy Star thermostat rebate as part of the 

EnergyWise and Energy Star Heating Program. 

5. A Conservation and Load Management Adjustment Factor of $0.0023 per 

kilowatt-hour is hereby approved for usage on and after January 1, 2004 

through December 31, 2004. 
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6. Narragansett Electric Company shall file a proposed shareholder incentive 

plan no later than September 1, 2004.  Responsive filings by other parties 

shall be made no later than October 1, 2004.  Narragansett may seek 

Commission action prior to September 1, 2004 on the shareholder incentive 

mechanism. 

7. Narragansett shall filed no later than September 15, 2004 its proposed 2005 

programs and budget, or the parties shall file a Settlement no later than 

September 15, 2004 regarding proposed 2005 programs and budget.  In no 

event shall a Settlement address the shareholder incentive mechanism unless 

prior Commission action has been sought. 

8. The Parties shall act in accordance with all other findings and instructions 

contained in this Report and Order. 

EFFECTIVE AT WARWICK, RHODE ISLAND, PURSUANT TO AN OPEN 

MEETING DECISION ON DECEMBER 18, 2003.  WRITTEN ORDER ISSUED JULY 

28, 2004. 

     PUBLIC UTILITIES COMMISSION 
 
 
            
     Elia Germani, Chairman 
 
 
            
     Kate F. Racine, Commissioner 
 
 
            
     Robert B. Holbrook, Commissioner 



 

 

 
 
 
 
 

September 12, 2003 
 
 

 
BY HAND DELIVERY & ELECTRONIC MAIL 

 
 
 
 
Ms. Luly  E. Massaro, Commission Clerk 
Rhode Island Public Utilities Commission 
89 Jefferson Boulevard 
Warwick, RI  02888 
 
 
 
Re: Docket 3463 – 2004 DSM Program Settlement of the Parties 
 
Dear Ms. Massaro: 
  
 Enclosed on behalf of The Narragansett Electric Company ("Company"), The Division of 
Public Utilities and Carriers ("Division"), the State Energy Office ("SEO"), the Coalition for 
Consumer Justice ("CCJ") and the Energy Council of Rhode Island (“TEC-RI") (together, the 
“Parties”) are ten copies of a settlement setting forth the proposed terms of the Company’s 
Demand-Side Management (“DSM”) Program for 2004.  The Parties hereby submit this 
agreement for the Commission's approval in this proceeding. 
 
 Thank you for your attention to our filing.  Please contact me if you have any questions 
concerning this transmittal.   
 
 
       Very truly yours, 
 
 
 
       Terry L. Schwennesen 
 
Enclosures        
 
C:   Docket 3463 Service List 
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Terry  L. Schwennesen
General Counsel

280 Melrose Street 
P.O. Box 1438 
Providence, RI  02901-1438 
401-784-7644   Fax: 401-784-4321 
terry.schwennesen@ngrid.com 
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2004 Performance Metrics1 
Introduction 
 
Starting in 2003, performance metrics were established for five initiatives offered in 
Rhode Island.  Four of these metrics were for “market transformation” initiatives and one 
(Comprehensiveness in Small Business Services) was for a significant improvement in 
program offerings.  In all cases, the metrics were designed to be straightforward measures 
of progress for initiatives believed worthy of a special targeted focus.    
 
The major structure and delivery of each initiative is not changing for 2004 from the pilot 
metrics tracked in 2003.  The Company proposes the following performance targets for 
each proposed 2004 metric.  These proposed targets reflect current market conditions and 
are expected to require the Company to “stretch” in order to achieve desired results.  
 
 
Residential Metric 1: ENERGY STAR Clothes Washers 
 
The metric supports the increased penetration of ENERGY STAR Clothes Washers in 
Rhode Island. 
 
The Company will achieve an ENERGY STAR qualified Clothes Washer market 
share for 2004 in Rhode Island that is 7 percentage points above the national 
average. 
 
Discussion: The chart below provides market share statistics for ENERGY STAR clothes 
washers for RI and nationally in the period 2001 through the second quarter of 2003.   
 

ENERGY STAR CLOTHES WASHER MARKET SHARE 
Year Quarter RI National 

2003 2 27.14% 20.81%
2003 1 20.76% 19.63%
2002 4 20.76% 19.36%
2002 3 18.00% 18.32%
2002 2 16.85% 16.74%
2002 1 12.85% 12.18%
2001 4 16.84% 11.64%
2001 3 12.56% 12.51%
2001 2 11.49% 11.96%
2001 1 9.42% 10.37%

                                                 
1 Attachment 7 of the Settlement Agreement of September 12, 2003, did not contain specific numeric 
targets for the performance metrics.  Per the Settlement Agreement, the Parties agreed to set appropriate 
performance targets for each of the metrics when additional information about market conditions was 
available to better define these targets.  At the Collaborative meeting on November 6, 2003, the Parties 
reviewed available information and agreed to the revised metrics contained herein.  The discussion sections 
are included to provide support to the revised metric proposals.  
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This table shows that the market share for qualifying clothes washers in RI in the second 
quarter of 2003 significantly exceeded the national market share for the first time since 
late 2001. For the second quarter of 2003, RI achieved a 27.14% ENERGY STAR market 
share compared to the national market share of 20.51%.  This almost 7% differential is a 
key indicator of significant progress.  We believe the increased sales in Rhode Island 
were due to Narragansett Electric's participation in the national “Double Your Savings 
with ENERGY STAR” promotion.   Eight manufacturers provided a matching $50 rebate 
to our rebate, resulting in a $100 rebate for customers during the time period of April 
15th through July 15th, 2003.   This promotion was very successful in New England, but 
manufacturers report that they did not see significant participation in other parts of the 
country. 
 
The requirements to meet ENERGY STAR standards will tighten up as of January 2004, 
and 20 popular models will no longer qualify as ENERGY STAR appliances.  We expect 
a period of market adjustment in early 2004.  Based on that, we suggest keying the metric 
to the national average as opposed to setting a goal for a specific percentage market share 
in the state.  This would build on the progress that we have seen with RI exceeding the 
national average.  This is a risky metric for us, since we're basing it on only one quarter 
of information, and we do not know whether manufacturers will offer the matching rebate 
again, but we think it is a good indicator of RI specific accomplishment. 

The Company will need to report on metric performance in the Year End Report by May 
1, 2005.  Since we expect to have all data for 2004 by that time, we also think it makes 
sense to change the metric to include data from all of 2004, not just the first two quarters 
of 2004. 

 
Residential Metric 2: ENERGY STAR Homes 
 
The metric supports market transformation in the construction of new homes. 

The Company will conduct plans analyses and home ratings and sign ENERGY 
STAR builders agreements with 15% of the new homes built in Rhode Island in 
2004.    

Discussion: The chart below provides statistics for ENERGY STAR homes for RI in 
2001 through the third quarter of 2003.   
 

ENERGY STAR HOMES 
Year Permits Signed Percent 
2001 2346 156 6.6% 
2002 2804 233 8.3% 
2003 2249 279 12.4% 



THE NARRAGANSETT ELECTRIC COMPANY 
R.I.P.U.C. Docket No. 3463 

Draft Revised Attachment 7 
Page 3 of 5 

 

C:\Documents and Settings\scanlo\Local Settings\Temporary Internet Files\OLK6D\revised Attachment 7 
final.doc 
 3 

Signing up builders and home buyers to the ENERGY STAR homes program requires 
builders to agree to a significant change in their building practices.  We expect market 
transformation to continue to be slow and steady. In 2003, we hoped to achieve 10% and 
are currently at 12.4% through nine months.   Final data for 2003 will not be available 
until the US Census Department releases information about permits pulled in all states in 
early 2004.   

For 2004, we recommend a goal of 15%.  We suggest that 15% will be a stretch, but 
achievable, given the penetration seen in 2002 and thus far in 2003.  This is our best 
estimate as of September 30th, based on our estimate of how many permits will be pulled 
in Rhode Island in 2004 and our count of homes that are signed up for the program. 

 
C& I Metric 1: Building Operator Certification (BOC) Training 
 
Improving building performance represents a major opportunity to increase energy 
efficiency and effect peak demand reductions in the C&I sector. The BOC is a 
competency based training and certification program for building operators designed to 
improve the energy efficiency of commercial and industrial buildings.  The metric tracks 
BOC Level 1 for building operators to develop skills to evaluate building energy use, 
foster better work environments, increase customer education, and support market 
transformation. 
 
The Company will enroll in 2004 an additional  25 Rhode Island facility building 
engineers, technicians, contractors, or operators in the NEEP- Level 1- O&M 
training and certification course. 
 
Discussion:  Prior to 2003, 50 facility professionals working in Rhode Island had 
completed the Level 1 class.  By the end of 2003, 25 additional facility professionals 
from Rhode Island will have been trained at Level 1, with 23 attending a Rhode Island 
based class and two attending in Massachusetts.   
 
Facility professionals who participate in the Level 1 training make a commitment to 
participate in training given in 8 full day sessions over a 7 month period, a significant 
commitment for a business to make during this current economic climate where staffing 
levels have been reduced. The Company expects that it will be challenging to increase the 
numbers of professional building operators who attend these classes beyond the level of 
participation achieved in 2003.  
 
 
C&I Metric 2: High Performance Schools 
 
Schools present unique opportunities to not only adopt energy efficiency but to enhance 
student learning through better classroom design. This metric provides technical and 
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financial support from the very beginning of school construction projects, emphasizes 
thermal, acoustic, and visual comfort, especially in lighting design, and helps cities and 
towns construct new schools that are high quality, environmentally sensitive, and cost 
less to operate. 
 
The Company will contract with three new school projects through Design 2000plus 
to provide full incremental cost for high performance design and construction 
practices with a special focus on high quality energy efficient lighting. 
 
Discussion:  We have recently obtained the annual “Approval of Necessity of School 
Construction” funding approval letters from the Department of Education for the years 
1998 through 2003.  The annual letters give the names of the towns and generally what is 
being funded.  On average, funding has been approved for approximately 15 projects per 
year.  Some of this funding may be for projects that may not be suitable for the Schools 
Initiative, in other words, projects that do not involve construction of an entirely new 
school building. 
 
The Company provides incentives for energy efficiency school construction through the 
Design 2000plus program (as well as retrofits under Energy Initiative).  A total of 35 
school construction projects have been funded through the Design 2000plus program 
since the beginning of the Schools Initiative: six projects were funded in 2001, 13 in 2002 
and 16 thus far in 2003.  These may have been full or partial facility construction, 
renovations, or equipment replacement at the end of its useful life.  Of the 35 projects, 9 
have participated in the Schools Initiative: one contract was completed in 2001, 6 in 2002 
and 1 in 2003 with one additional one anticipated by the end of 2003.   
 
The Company’s proposal of three completed contracts will be a challenge when 
considering the small number of new schools built each year, the long project 
development schedules, and the current economic climate, particularly for municipalities.  
For 2004, the Company will work with the Rhode Island Department of Elementary and 
Secondary Education to help identify additional participants.   
 
C&I Metric 3: Comprehensiveness in Small Business Installations 
 
While the potential for significant energy savings in small businesses rests on improving 
lighting energy use, this metric encourages the Company to add other electrical efficiency 
opportunities including-- but not limited to-- HVAC tune-ups and other non-prescriptive 
measures to the Small Business Services program.  In combination, these improvements 
to program design support more comprehensiveness in customers’ facilities and expand 
the depth and appeal of the program. 
 
The Company will achieve 14% comprehensiveness in Small Business Services in 
2004.  The percentage will be calculated as the number of non prescriptive lighting, 
HVAC tune-ups or other custom energy efficiency measures (excluding custom 
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walk-in cooler measures) divided by the total number of participant locations 
(excluding walk-in cooler only participants) in 2004.  The recommended 
performance target for this metric is predicated on an assumption that the current 
evaluation effort underway to assess savings from HVAC tune-ups will demonstrate 
that this measure is cost-effective.  If evaluation findings indicate that this measure 
is not cost-effective, the Company proposes to work with the Collaborative to 
modify the target for this metric and will include the modified target in its True-Up 
Filing in May 2004.  
 
Discussion:  Through October 2003, the Company has substantially completed 92 
comprehensive small business installations.  These include six custom small business 
installations (one project is complete with custom treatment; another site consisting of 
two measures is in progress; and three more are awaiting approval) and 86 HVAC tune-
ups. However, the Company has yet to determine if the HVAC tune-ups are cost 
effective.  Samples of projects are being evaluated and findings from this effort are 
expected before year-end.     
 
The 92 comprehensive small business installations substantially completed through 
October 2003 is also the total the company expects to fully complete by year end 2003: 
no additional installations will be made in the tune-up pilot and the custom projects will 
be fully completed.  This is 13% of the total of 689 small business participant locations 
expected to be served in Rhode Island in 2003.  Walk-in cooler have been excluded from 
this calculation (and the metric) because they are delivered by a different vendor from the 
rest of the services and because comprehensive measures are just beginning to be offered 
for the small business refrigeration end use. 
 
Our proposal is to target 14% in 2004, slightly higher than the level expected for 2003.  
We believe that it will be a challenge to maintain penetration in 2004 as tune-up services 
are moved from a pilot to being integrated into the program. This is because selected 
customers were target-marketed for the tune-up pilot in 2003 based on prior SBS 
participation and high summer demand.  We believe that this created a highly receptive 
market for 2003 and may have boosted the comprehensiveness penetration for this year 
over what might be achieved without special marketing. 
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