























VII. Evaluation and Reporting

Evaluation

Consistent with the June 23, 2008 Order, the Company has budgeted 5% of program
implementation costs to support program evaluation efforts. Detailed evaluation plans for
each proposed program have been provided along with the description of each proposed
program. In general, in the first year, the Company anticipates focusing on process
evaluation efforts that will assist the Company in making timely' adjustments to program
implementation efforts to improve overall effectiveness. In later years, the Company
anticipates focusing on impact evaluation efforts so that actual savings from program
efforts can be estimated more accurately. In some cases, some early impact studies may be
undertaken where participants from the Niagara Mohawk service territory can be included
with participants from New England to arrive at net savings that are relevant over the
combined New York and New England service territories. This approach will result in

lower evaluation expenses both in New York and in New England.

In planning evaluation activities, the Company considers several factors including the
length of time since a program or end-use was evaluated, the maturity of the program
(particularly for process evaluation issues), the significance of expected savings for the end
use or project in the recently completed program year, the stability of prior evaluation
results for the program aspect under consideration, and expected opportunities to
participate in joint studies, including market assessments, in the coming year. National
Grid plans to oversee the efforts of independent evaluation consultants who will be
selected through a competitive bidding process to complete the Company’s evaluation

studies.

The Company has representation on the Evaluation Advisory Group (“Advisory Group”)
convened by the Director of the Office of Energy Efficiency and Environment, Department

of Public Services. A portion of the Company’s evaluation budget is anticipated to be
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directed to the Advisory Group’s efforts to fund the efforts of an evaluation expert who
will advise DPS Staff and the Advisory Group as well as to fund evaluation studies that
will be conducted across New York State. These studies are anticipated to include, but not
be limited to, baseline practices studies and avoided cost studies. The Advisory Group is
expected to create evaluation protocols that all program administrators in the state would
agree to adopt. National Grid is committed to working with the parties to develop these

protocols.

National Grid’s Evaluation Team

National Grid USA Service Company includes centralized energy efficiency staff that
oversees evaluation projects completed in support of the Company’s energy efficiency
efforts in both New England and New York. Carol White directs the Energy Efficiency
Evaluation and Regulatory Affairs Group. She reports to the Vice President of Energy
Efficiency and Distributed Resources.

Reporting

National Grid is proposing to provide the Commission with quarterly reports on the
progress of program implementation. These reports will include information on actual
expenses, customer participation, and savings realized compared to annual budgets and
goals. These reports will also include information about ongoing program evaluation
efforts. Each quarterly report will be submitted to the Commission approximately 45 days
following the end of the calendar quarter.

In addition to quarterly reporting, the Company proposes to submit an annual report to the
Commission for the purpose of updating its proposed budgets and goals for the coming
year informed by evaluation findings, customer response to program services, and other
relevant market intelligence. The proposed budget to be included in this annual update will

reflect any under or over-spending from the prior year. Each annual report will be
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submitted to the Commission approximately 180 days following the end of the calendar

year.

The Company is proposing to use the reporting format it currently uses in its reports to the
Commission regarding downstate New York energy efficiency efforts. (See attached
sample Status Report in Appendix G.) The specific categories of information included in
the report include:

e Program Planning & Administrative Expenditures, year-to-date

e Program Marketing Expenditures, year-to-date

e Customer Incentive Expenditures, year-to-date

e Program Implementation Expenditures, year-to-date

e Evaluation & Market Research Experience, year-to-date

e Total Expenditures, year-to-date

e Program Year Budget, year-to-date

e Annual Budget

e Number of Rebates (or Participants), year-to-date

e Participation Goal, year-to-date

e Annual Participant Goal for the Program Year

e Total Savings (kWh, kW, Therms), year-to-date

e Savings Goal, year-to-date

e Annual Savings Goals for the Program Year
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VIII. Lost Revenues

- National Grid is proposing to recover lost revenues related to its energy efficiency
program efforts. Appendix I attached hereto provides a description of how lost
revenues due to electric energy efficiency program efforts will be determined.
Appendix J attached hereto provides a description of how lost revenues due to gas

energy efficiency program efforts will be determined.

National Grid Electric and Gas Energy Efficiency Program Proposals - September 22, 2008 149



IX. Performance-Based Shareholder Incentives

The Commission has recognized the importance of providing utilities with a financial

1 . .
The incentive

incentive to achieve savings in its electric energy efficiency programs.’
mechanism applicable to electric energy efficiency efforts includes both rewards for

acceptable performance and penalties applicable to efforts that are deemed to be deficient.

The Company will be able to earn an incentive on achieved annual energy savings if it
achieves greater than 80% of the approved annual energy savings goal for the program
year. The incentive will be equal to the achieved annual energy savings multiplied by
$38.85 per MWh saved. The incentive will not exceed the approved annual energy savings

goal for the year multiplied by $38.85.

If results are greater than 70% but at or below 80% of the annual goal, no incentive will be

earned and no penalty will apply.

If annual energy savings achieved through program efforts are equal to or less than 70% of
the approved goal for annual energy savings in the year, the Company will be subject to a
penalty equal to the shortfall multiplied by $38.85 per MWh. The maximum penalty will

not exceed the amount calculated for achieving only 50% of the annual goal.

Appendix K attached hereto outlines the potential incentives and penalties related to

proposed electric energy efficiency efforts by year for the period 2009 through 2011.

The Commission's Order Concerning Utility Financial Incentives issued August 22, 2008
in the EEPS proceeding stated that "incentives for gas utility programs, if any, will

continue to be set on a case-by-case basis for the near future." The Company reserves the

*! See Case 07-M-0548, Proceeding on Motion of the Commission Regarding an Energy Efficiency Portfolio
Standard, Order Concerning Utility Financial Incentives (issued and effective August 22, 2008).
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right to incorporate a performance-based incentive for its proposed gas energy efficiency
programs should such a performance incentive be subsequently determined by the

Commission as applicable for utility-administered gas energy efficiency programs.
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APPENDIX A

Explanation of Budget Categories



Appendix A
Explanation of Budget Categories

Program Planning and Administration
Costs to administer energy efficiency programs that include but are not limited to;
staff salaries (management personnel, program managers, accounting personnel,
evaluation staff, regulatory staff, and administrative support staff), and company
overhead (i.e., office space, supplies, computer and communication equipment,
staff training, industry related sponsorships and memberships).

Program Marketing and Trade Ally
Promotion of energy efficiency programs which includes but is not limited to;
production of all energy efficiency program literature, advertising, promotion,
displays, events, promotional items, bill inserts, internal and external
communications. Advertising encompasses all forms of media such as direct
mail, print, radio, television, and internet.

Trade Ally includes all activity associated with energy efficiency
training/education of the trade ally community which includes but is not limited
to; heating contractors, weatherization contractors, efficiency equipment/products
installers, residential and C&I auditors, residential and C&I builders and
developers.

Customer Incentives or Services
Costs associated with rebates paid to customers for implementing energy
efficiency. Additionally, this includes services provided to customers such as
energy audits, technical assessments, engineering studies, plans reviews, blower
door tests and infrared scans.

Program Implementation
Costs associated with vendors and contractors administering programs on the
Company’s behalf. Tasks associated with this budget category include but are not
limited to; lead intake, customer service, rebate application processing, rebate
application problem resolution, equipment installation inspections, rebate
processing and individual program reporting.

Evaluation and Market Research
All activities associated with the evaluation of current and potential energy
efficiency programs. These activities include but are not be limited to; benefit
cost ratio analysis, program logic models, cost per therm analysis, efficiency
product saturation analysis, customer research and all ad hoc analyses that are
necessary for program evaluation. In addition any activities that pertain to
regulatory compliance or reporting conducted by energy efficiency group
personnel or contractors would fall under this category. Expenses associated with
evaluation include all internal and external costs (i.e., consultant contracts).





