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l. Introduction

Massachusetts Electric Company and Nantucket Electric Company, each d/b/a National Grid
(“National Grid” or the “Company”), is committed to achieving its designated energy
efficiency goals and serving its customers in the best, most equitable manner through its energy
efficiency programs. The Department of Public Utilities (the “Department”), which approved
the 2022-2024 Energy Efficiency Three-Year Plan (“Plan”), including both the energy
efficiency programs and associated budgets, directed that “a Program Administrator may not
exceed its planned program budget without approval by the Department.” See Three-Year Plans
Order, D.P.U. 21-120 through D.P.U. 21-129 (“Three-Year Plans Order”) at 225 (2022). The
Department, furthermore, has stated that “[i]f a Program Administrator projects it will exceed
a program-level budget, the Program Administrator shall simultaneously submit any proposed
budget change (1) for review by the Council and (2) for review and approval by the
Department.” Id. at 225, n.139.

Due to strong performance across the Company’s Residential and Income Eligible programs,
which is projected to drive increased spending in conjunction with increased savings and
benefits, the Company now submits, simultaneously with the Council and the Department,
three mid-term modifications (“MTM(s)”) to its electric portfolio.

First, National Grid is requesting additional funding for its Residential Hard-to-Measure
Program. This is driven primarily by the success of the HEAT Loan core initiative. The
Company acknowledges that this is the second MTM request for this Program.* National Grid
further acknowledges that the impetus for the increase request - customers financing higher
amounts through the HEAT Loan than in previous years; and higher prime interest rates than
were planned for at the time that the Plan was filed - remains the same drivers as those behind
its initial request. While the Company certainly appreciates the administrative burden upon
the Department - and the customer impact of a second requested increase - absent approval of
this incremental Program funding, however, the Company would be forced to cease providing
incentives for this Program in order to comply with the Department’s Three-Year Plans Order.

Second, the Company is requesting authority for additional spending for its Income Eligible
Existing Buildings Program. The request is made due to an unprecedented increase in Program
participation, which is an extension of this Program’s success in 2023.

Third, National Grid is requesting additional spending authority for its Income Eligible Hard-
to-Measure Program due to increased statewide marketing costs, and the increase of other costs
outside the Program Administrator’s (“PAs”) control in the Income Eligible Department of
Energy Resources (“DOER”) Assessment core initiative.

! The Company filed initially for an increase of approximately $7.5 million to its Residential Hard-to-Measure
Program on December 8, 2023, which was approved by the Department on June 24, 2023. See Massachusetts
Electric Company and Nantucket Electric Company, each d/b/a National Grid, D.P.U. 23-154 (June 24, 2024).
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1. Residential Hard-to-Measure Program

A. Reason for Increase Request

The Residential sector includes core initiatives that are categorized as the Residential Hard-to-
Measure Program. These Residential Hard-to-Measure core initiatives include the following:
Statewide Marketing; Statewide Database; DOER Assessment; Sponsorships and
Subscriptions; Workforce Development; Evaluation and Market Research; EEAC Consultants;
R&D Demonstration; HEAT Loan; and Education. For purposes of this MTM request, the
Company refers to this group of core initiatives as the “Residential Hard-to-Measure Program.”
This Program contributes to, or facilitates, the Program Administrators” achievement of their
goals. See D.P.U. 21-120 through D.P.U. 21-129, Exhibit 1 at 186-89.

Similar to the reasoning for the budget increase request in D.P.U. 23-154, the Company’s
Residential Hard-to-Measure Program has experienced greater than anticipated customer
participation in the Mass Save® HEAT Loan core initiative (“HEAT Loan”). HEAT Loan
offers interest-free financing opportunities up to $25,000, with terms up to seven years
depending on the loan provider. The “incentive” associated with HEAT Loan is the Program
Administrator’s buy-down of the interest on the loan. HEAT Loan financing is available for
energy-efficient home upgrades, like the installation of air source heat pumps (central or
ductless mini-split), ground source heat pumps, heat pump water heaters, insulation, and fossil
fuel heating equipment. During the Plan term, the Program Administrators are offering an
electrification HEAT Loan of up to an additional $25,000 (for a total of $50,000), including up
to $5,000 for pre-electrification barriers, such as electrical panel upgrades, that would
otherwise preclude customers from installing heat pumps, for customers who install those
measures in their homes. The electric Program Administrator administers the HEAT Loan for
both electric and natural gas heated customers.

The Company contends there are two reasons for increased costs: customers financing higher
amounts through the HEAT Loan than in previous years; and higher prime interest rates than
what were planned at the time the Plan was filed. Acknowledging that the Company has
recently requested increased funding to this Program, the continued increase of high cost loans,
driven by heat pump adoption, coupled with no foreseeable decrease in interest rates in the
remaining program term, has necessitated the Company’s second request for additional funding
of $8,435,881, which would increase the total Residential Hard-to-Measure Program budget to
$107,681,728, a total 17 percent increase.

The Company projects that at the current spending trajectory, given the robust pipeline, the
Program will likely exceed its approved budget by the end of September 2024. Absent
approval from the Department prior to this date, the Company will be forced to cease spending
for this Program.

B. Electric Savings Associated if MTM is Approved

The increased expenditure on the HEAT Loan will not directly lead to additional electric
program savings. By definition, a Hard-to-Measure Energy Efficiency Program “refers to
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programs that have costs but do not have direct energy savings or whose energy savings may
be difficult to quantify.” Energy Efficiency Guidelines, 82. However, the funding increase will
support the HEAT Loan to finance the installation of energy efficiency measures, which
themselves will result in kWh savings, MMBTU savings and/or greenhouse gas emissions
reductions. The HEAT Loan also enables customers to implement energy efficiency measures
that would otherwise be cost-prohibitive (when looking at the upfront costs of a particular
measure or group of measures). Absent the ability for customers to finance an energy efficiency
measure with the HEAT Loan, a customer may choose not to pursue installation of that
efficiency measure.

1. Income Eligible Existing Buildings Program

A. Reason for Increase Request

The Income Eligible Existing Buildings Program is comprised of the Income Eligible
Coordinated Delivery and the Income Eligible Active Demand Reduction core initiatives. The
sole driver for this MTM request is the Income Eligible Coordinated Delivery core initiative.
Within this core initiative, the Company has an unprecedented pipeline of income eligible
projects, all of which have a higher cost per job than originally planned. The addition of new
measures in this program, including windows, and increased demand for heat pumps, have also
continued to drive program costs. The rise of market prices, furthermore, has also influenced
the cost of heating systems and appliances. Accordingly, National Grid is forecasting to spend
55 percent above the approved budget. That increase will require an additional $81,172,584 to
achieve significant incremental energy efficiency savings for income eligible households.

Customer demand is driven by several factors. In 2023, the Company introduced a new
delivery channel for 1-4 unit buildings that allows Residential Coordinated Delivery home
performance contractors to serve income eligible customers under the direction and oversight
of the Income Eligible Lead Vendor. The Lead Vendor Implementation model has been
successful in reaching new customers and providing additional implementation capacity. Our
Community Action Program Agency partners are also experiencing increased customer
requests for energy efficiency in both 1-4 and 5+ unit buildings. The Company, furthermore,
moved appliance delivery under the Income Eligible Lead Vendor, which has allowed for a
significant increase in appliances delivered, and reduced customer wait times.

While demand is increasing, new measures and costs to serve are also higher than planned.
Windows are a new measure that have proven to be very popular, while adding significant
expense per job. The Company has been able to find a significant amount of homes that have
an appropriate application for the installation of an air source heat pump, and these installations
come with significant costs. The rise in market costs for heating systems has resulted in higher
than planned costs per project.

Weatherization jobs have been larger in scope resulting in higher than planned averages. There
will also be an increase in the cost for weatherization jobs based on the incorporation of new
Department of Energy Weatherization Assistance Pricing that is scheduled to take effect on
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July 1, 2024. Barrier mitigation spending to enable energy efficiency upgrades to proceed is
also outpacing historical patterns, by nearly three times the planned budget, with more than
half realized in equity communities. Barrier mitigation measures include and are not limited
to, knob and tube remediation, roof repairs, asbestos and mold removal and we have seen cost
increases as well as additional need for these services due to factors such as aging housing
stock and the increased focus in equity communities.

The Company projects that at the current spending trajectory, given the robust pipeline, the
Program will likely exceed its approved budget by the end of September 2024. Absent
approval from the Department prior to this date, the Company will be forced to cease program
offerings and discontinue providing incentives for this Program.

B. Electric Savings Associated if MTM is Approved

With the additional funding requested, the Company is forecasting to achieve 223 percent of
its planned savings.

V. Income Eligible Hard-To-Measure Program

A. Reason for Increase Request

The Income Eligible sector includes core initiatives that are categorized as the Income Eligible
Hard-to-Measure Program in the data tables. These Income Eligible Hard-to-Measure core
initiatives are: Statewide Marketing; Statewide Database; DOER Assessment; Sponsorships
and Subscriptions; Workforce Development; Evaluation and Market Research; EEAC
Consultants; and R&D Demonstration. For purposes of this MTM request, the Company refers
to this group of core initiatives as the “Income Eligible Hard-to-Measure Program.”

The Income Eligible Hard-to-Measure core initiatives contribute to, or facilitate, the Program
Administrators’ achievement of energy efficiency their goals. See D.P.U. 21-120 through
D.P.U. 21-129, Exhibit 1 at 186-89. The two main drivers of this MTM request are increased
spending in the Income Eligible Statewide Marketing and the Income Eligible DOER
Assessment core initiatives.

The Income Eligible Statewide Marketing core initiative drives participation in our programs
through various marketing channels and strategies completed on a unified statewide level. The
Company also includes costs for its Community First Partnerships program within this core
initiative. As this program has continued its success working directly with communities, costs
have been higher than planned.

The Income Eligible DOER Assessment core initiative spend is a non-controllable cost item
that is passed to the Program Administrators by the Department of Energy Resources. See G.L.
c. 25A, 8 11H. The Company notes that these costs have been higher than planned and are
contributing to the program overspend.
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Accordingly, National Grid is forecasting to spend $5,441,114, 6 percent above the approved
budget. That increase will require an additional $300,000.

The Company projects that at the current spending rate, this Program will likely exceed its
approved budget by the end of September 2024. Absent approval from the Department prior
to this date, the Company will begin preparations to cease program offerings and discontinue
providing incentives for this Program until Department approval.

B. Electric Savings Associated if MTM is Approved

The increased expenditure in the Income Eligible Hard-to-Measure Program will not directly
lead to additional electric savings. By definition, a Hard-to-Measure Energy Efficiency
Program “refers to programs that have costs but do not have direct energy savings or whose
energy savings may be difficult to quantify.” Guidelines, 82. However, the Company believes
the increased funding has and will support increased customer demand for participation in the
Income Eligible Existing Building Program, which itself will likely result in electric savings
and/or greenhouse gas emissions reductions. Given the robust pipeline, the Company will
consider slowing marketing of the program to maintain reasonable costs, while continuing to
drive awareness and education about the program offerings to some of its most vulnerable
customers. However even with this considered pause, the Company contends it will need
incremental funding. Additionally, the company has non-controllable, statute mandated costs
that are driving the increase in spending, which do not directly lead to savings.



