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COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF PUBLIC UTILITIES

Petition of Massachusetts Electric Company and )
Nantucket Electric Company each d/b/a National Grid )
Pursuant to G.L. c. 164, § 94 and 220 C.M.R. § 5.00 for ) D.P.U. 23-150

Approval of an Increase in Base Distribution Rates and
Approval of a Performance-Based Ratemaking Plan

ENVIRONMENTAL DEFENSE FUND
INITIAL POST-HEARING BRIEF

Environmental Defense Fund (EDF) respectfully submits this Initial Post-Hearing Brief in
the above-captioned proceeding pursuant to the briefing schedule established by the Hearing
Officer on May 29, 2024.

I INTRODUCTION

Massachusetts Electric Company and Nantucket Electric Company, each d/b/a National
Grid (National Grid or the Company), plan a historic increase in their distribution spending over
the next five years. In total, the Company seeks approval to spend approximately $6 billion in
capital investment between 2024 and 2028, including approximately $2.2 billion in investments
through the Company’s Electric Sector Modernization Plan (ESMP), which the Department is
separately considering in D.P.U. 24-11, and approximately $3.95 billion in “core” spending which
National Grid seeks approval for in this proceeding. If the Department approves National Grid’s
proposed rate of spend, the Company’s annual capital spending will sextuple from 2019 to 2029

and its revenue requirement would double from 2023 to 2029.



The Commonwealth stands at an inflection point. It aims to achieve a net zero greenhouse
gas emissions target by 2050 and a 50 percent reduction in emissions from 1990 levels by 2030.
Policymakers have concluded that electrification, particularly in the heating and transportation
sector, is critical to reaching these goals. As one of the Commonwealth’s major investor-owned
electric utilities, National Grid plays an important role in facilitating the Commonwealth’s clean
energy transition. The transition will require National Grid to invest in its system, but the scale of
National Grid’s proposed investments will strain customers already struggling to pay their bills.
The Department must walk a careful path to balance competing objectives—among them
affordability and equitable decarbonization, in addition to safety and reliability. Mary Wambui, a
low-income advocate from Lowell who testified on behalf of EDF and Conservation Law
Foundation (CLF) in this proceeding, put it this way:

I am concerned that National Grid is proposing to make major
investments in its system but that people like me will not receive the
benefits of that spending and will only see our bills increase. . . .
Those benefits include jobs, safety, reliability, resilience, access to
clean energy technologies, and bill savings, among other things.
Customers in Lowell, including me, want to know: will

Lowell benefit from the clean energy transition? When can we
anticipate seeing these changes take place, and how will National
Grid help us get there?!

The Company’s proposals in this rate case do not strike the right balance. Its proposed
performance incentive mechanisms (PIMs), in particular, miss the mark and would enrich the
Company’s shareholders without meaningfully and equitably benefiting customers. Its
electrification pricing proposal is similarly ill-conceived and would perversely benefit high-usage

customers at the expense of low-income customers. And while its low-income discount rate

proposal is a step in the right direction, the rate remains significantly flawed because it assumes

! Exhibit EDF-CLF-MW-1 at 7:2-4, 8:4-8.



participating customers receive Low Income Home Energy Assistance Program (LIHEAP)
funding.

To ensure the Company’s investments and rates meet the relevant legal standards, and help
ensure the Company’s most vulnerable customers can afford their bills and equitably benefit from
National Grid’s system investments, the Department should take the following actions:

e Adopt the Massachusetts Office of the Attorney General (AGO) witnesses Alvarez and
Stephens’ recommended reductions to National Grid’s proposed Comprehensive
Performance and Investment Plan (CPIP) budget;

e Reject National Grid’s proposed “investment-based”” PIMs (hereinafter, IPIMs) and instead
require National Grid to replace them with a single reliability IPIM improving reliability
in (1) vulnerable communities with environmental justice populations experiencing worse
than average reliability, and for (2) the Company’s worst performing feeders;

e Strengthen the Company’s proposed operating-based PIMs where National Grid’s
performance has already exceeded performance targets and reject those that incentivize
behavior which falls within National Grid’s public service obligation;

e Adopt three additional PIMs—an Incremental Peak Load Reduction PIM, and two equity
PIMs, one which incentivizes the Company to install electric heat pumps for its low-
income customers who currently use delivered fuels (such as heating oil or propane) for
home heating, and another which would encourage National Grid to increase the diversity
of its workforce by hiring a greater proportion of underrepresented identities;

e Reject the Company’s proposed increase in its residential customer charge and maintain

the existing customer charge for Rate R-1 and R-2 customers;



e Reject the Company’s proposed electrification pricing option and direct National Grid to
work together with stakeholders to propose and develop time-varying electrification rates
that leverage Advanced Metering Infrastructure (AMI), or, in the alternative, adopt the
residential heat pump rate proposed by Fitchburg Gas and Electric Light Company (Unitil)
in its pending rate case, Docket No. 23-80; and

e Order National Grid to reform its low-income discount rate such that customers achieve
energy security before (or in the absence of) application of any Low-Income Home Energy
Assistance Program (LIHEAP) funding.

II. LEGAL STANDARD
The fundamental task for the Department in this rate case is to establish rates that are just

and reasonable. Attorney General v. Dep’t of Telecomm. & Energy, 438 Mass 256, 264 n. 13
(2002). National Grid, as the party seeking the rate increase, bears the burden of proof. Town of
Hingham v. Dep’t of Telecomm. & Energy, 433 Mass. 198, 213-14 (2001). The Company bears
the burden of proving every element of its case by a preponderance of “such evidence as a
reasonable mind might accept as adequate to support a conclusion.” G.L. c. 30A, § 11(6);
Fitchburg Gas & Electric Light Co., D.T.E. 99-118 at 7, n.5 (2001). If National Grid cannot
produce such evidence, then the Department must deny its requested rate treatment. Fitchburg Gas
& Electric Light Co. v. Dep’t of Pub. Utils., 375 Mass. 571, 582-583 (1978). The Department
should be guided by its duty to protect public interests and not promote private interests. Nat’l
Grid, D.P.U. 17-36 at 65 (2017). In approving changes to rate design, the Department must also
consider the impacts of proposed rate designs on greenhouse gas emissions, energy use, and energy

efficiency. G.L. c. 164, § 141.



Moreover, the Department must now prioritize equity and affordability, in addition to its
other responsibilities, in its actions following the passage of 2021 Climate Act. G.L. c. 25, § 1A.
As part of that responsibility, the law requires the Department to review “the potential customer
bill impacts associated with [a proposal] to ensure that, if approved, the resulting rates are
consistent with the goals of rate continuity and affordability.” Unitil, D.P.U. 24-54 at 6 (2024).
The Department recently applied the provision in its Future of Gas docket to find that imposing an
exit fee on customers leaving the natural gas system does not facilitate equity because it would
prevent low-income customers from transitioning and leave these remaining customers with
elevated bills. Investigation by the Dep’t of Pub. Utilis., D.P.U. 20-80B at 104-110 (2023).

The Company must meet separate criteria for the Department to approve PIMs. The
Department articulated standards for approving performance incentives in National Grid’s last rate
case in which it rejected all the Company’s proposed metrics. The Department follows a two-prong
test to determine whether performance incentives are appropriate: (1) whether the PIM satisfies
certain threshold principles; and (2) whether the PIM meets the design guidelines. Nat’l Grid,
D.P.U. 18-150 at 120 (2019). The Department first evaluates performance incentives against the
“threshold principles,” which assess whether the PIM (1) advances specific public policy goals,
and (2) promotes activities that are clearly outside of the distribution company’s public service
obligation. Nat’l Grid, D.P.U. 18-150 at 121 (2019). The Department’s order in Docket No. 18-
150 establishes that “performance incentives are generally not appropriate where the affected
activity is within the distribution company’s public service obligation.” Nat’l Grid, D.P.U. 18-150

at 120-121 (2019).



If a performance incentive satisfies these threshold principles, the Department then
considers whether the PIM meets appropriate design guidelines. These guidelines state that a
performance incentive must:

(1) be designed to encourage program performance that best
achieves the Commonwealth’s energy goals;

(2) be designed to enable a comparison of (i) clearly defined goals
and activities that can be sufficiently monitored, quantified, and
verified after the fact to (ii) the cost of achieving the target to
the potential quantifiable benefits;

(3) be available only for activities where the distribution company
plays a distinct and clear role in bringing about the desired
outcome;

(4) be consistent across all electric and gas distribution companies,
where possible, with deviations across companies clearly
justified;

(5) be created to avoid perverse incentives; and

(6) ensure that the distribution company is not rewarded for the
same action through another mechanism.

Nat’l Grid, D.P.U. 18-150 at 121-122 (2019). The Department should either reject or modify
proposed PIMs which do not satisfy these threshold and design principles.
III. ARGUMENT
A. Comprehensive Performance and Investment Plan
1. The Department Should Adopt AGO Witnesses Alvarez and Stephens’

Recommended Reductions to National Grid’s Core Investment
Budgets

National Grid estimates that it will need to invest approximately $4 billion in Core

Investments during the five-year CPIP period, which averages out to roughly $790 million per



year.? The Company itself notes that level of investment is unprecedented.’ The Company expects
its Core Investments to increase by 42 percent between the test year and the start date of its CPIP,
from $395 million in FY 2023 to $577 million in FY 2025.% During the five-year CPIP period,
these Core Investments will continue to grow by 17 percent annually until reaching $954 million
in FY 2029.5

Figure 1: National Grid’s historical and proposed Core Investments®
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AGO witnesses Alvarez and Stephens recommend reductions to National Grid’s proposed
capital spending increases in three categories: Customer and Public Requirements, Asset

Condition, and System Capacity and Performance, primarily due to deficiencies in the Company’s

2 Exhibit NG-CPIP-1 at 60:1-4.

3 Id. at 36:3-7 and 62:1-9.

41d. at 60-61.

SId. at 61:1-3.

6 Id., Table 3 at 60 and Table 4 at 61.



overall processes for developing five-year capital plans and in its capital project/program funding
authorization process.” EDF agrees with those recommendations. The Company does not
adequately justify its sharp projected increases in those spending categories. The Company’s
projected spending in the “Customer & Public Requirements” category is most concerning. The
Company proposes a nearly four-fold increase in this budget category,® which includes projects
required to connect new customers to the system and meet municipal and state requirements.
National Grid’s projected spending increases in this budget category do not correspond to a
fourfold increase in customer count; rather, the Company claims its costs are driven by increases
in the average customer load request (higher general load per location) and by the per unit cost of
transformers.” However, as AGO witnesses Alvarez and Stephens point out, the Company’s
spending projections are based on a starting point (2024 projected spend) that is likely not
representative of typical spending in this category.!® If the Department were to adopt a budget
based on projections from a starting point that is itself not representative, it would risk locking in
(or at least, permitting) levels of spending that far exceed the underlying cost drivers, inflating
customer rates. The Department should proceed with caution and authorize reduced Core
Investment budgets that allow the Company to pursue critical safety and reliability work it must
complete over the next five years without unduly raising rates.
2. Performance Incentive Mechanisms
As EDF-CLF witness Wambui emphasizes in her testimony, National Grid did a poor job

of meaningfully engaging stakeholders on its PIMs ahead of this rate case. That failure shows in

7 Exhibit AG-WG-1 at 41.

81d. at 52:4-5.

® Exhibit NG-CPIP-1 at 72:3-20.
10 Exhibit AG-WG-1 at 52:11-14.



the Company’s proposals, which, as discussed in more detail below, are ill-conceived and
shareholder-friendly.

The Company presented its proposed PIMs to stakeholders for the first time in October of
2023, a month before filing this rate case.!! The Company claimed its proposals were not final,!?
yet to those attending, the proposals appeared to be finalized. According to Ms. Wambui, it
appeared the Company was not genuinely interested in stakeholder input to shape those
proposals.!® Indeed, the PIM proposals in the Company’s rate case largely resembled those
presented to stakeholders in October 2023.

National Grid should go back to the drawing board and confer with stakeholders regarding
the design of potential PIMs. As discussed below, the Department should direct the Company to
engage with stakeholders on PIMs, incorporate stakeholder feedback, then return to the
Department with a proposal that includes, at minimum, the PIMs that EDF and CLF propose in
this rate case and discuss below.

a. The Department Should Reject National Grid’s Proposed
Investment-Based IPIMs

The Department should reject National Grid’s proposed IPIMs. The Company’s proposed
IPIMs are inappropriate because the IPIMs reward the Company for actions it is already
incentivized or obligated to take, violating the Department’s threshold and design principles for

PIMs. 14

! See Cross Examination of National Grid Pricing Panel, May 14, 2024 Evidentiary Hearing Tr. Vol. 6 at 900:17-
22; EDF-CLF-MW-1 at 10:15-20.

12 See Cross Examination of National Grid Pricing Panel, May 14, 2024 Evidentiary Hearing Tr. Vol. 6 at 900:20-
22,

13 Exhibit EDF-CLF-MW-1 at 10:17-18.

14 See Nat’l Grid, D.P.U. 18-150 at 120-121 (2019) (establishing that “performance incentives are generally not
appropriate where the affected activity is within the distribution company’s public service obligation.”)



As part of its CPIP, National Grid proposes to include IPIMs that it says are necessary to
“hold the Company accountable for the delivery of capital projects recovered through the ISRE
mechanism.”!® The Company views the IPIMs as a way to ensure that (1) its investments requested
for recovery through the proposed Infrastructure, Safety, Reliability, and Electrification Recovery
(ISRE) mechanism are completed and (2) that it will be rewarded if it exceeds its expected
investment-related performance. To that end, National Grid proposes four IPIMs with the stated
goal of tracking how successful the Company is in installing specific technologies and whether its
investments produce meaningful reductions in outages. Specifically, National Grid proposes:

1. FLISR Deployment IPIM: incentivizes National Grid to deploy Fault Location, Isolation,
and Service Restoration (FLISR) technology at an accelerated rate;

2. URD Direct Buried Cable Replacement IPIM: rewards the Company for improving the
reliability of underground assets for customers experiencing multiple outages by replacing
underground cable;

3. Overhead Hardening for Resiliency IPIM: encourages National Grid to harden overhead
assets to enhance resiliency by installing tree-resistant conductor in vulnerable areas; and

4. Service Quality Metrics Extension IPIM: incentivizes the Company to increase overall
System Average Interruption Duration Index (SAIDI) performance standards above
current requirements.

The first three IPIMs reward the Company for installing specific types of technology across
its five-year spending plan: namely, FLISR schemes on eligible feeders, underground cable in
areas with high outage rates, and tree-resistant conductor for feeders with vulnerable mainline

sections, respectively. The last IPIM measures whether National Grid reduces SAIDI, a measure

15 Exhibit NG-AEB-1 at 63:10-12.

10



of outage duration, across its service territory over the next five years. The Company proposes
varying rewards for the metrics and a maximum possible reward of $54.6 million across all IPIMs
from 2025-2029.16

National Grid’s IPIMs all suffer from the same fundamental problem: the Company has an
existing public service obligation to achieve the reliability objectives of these metrics. Thus, the
IPIMs all fail the threshold requirement that PIMs promote activities that are clearly outside of the
distribution company’s public service obligation. Nat’l Grid, D.P.U. 18-150 at 121 (2019). The
Department has recognized that performance incentives fail this threshold requirement where the
affected activity is within a distribution company’s public service obligation, finding that “[a]s
part of their public service obligation, distribution companies are responsible for providing low-
cost and reliable service to customers.” Nat’l Grid, D.P.U. 18-150 at 122 (2019) (emphasis added).
National Grid has a clear obligation to provide reliable service to its customers. It is, therefore,
inappropriate under the Department’s established PIM standards to further incentivize the
Company to improve reliability. The purpose of performance incentives is not to merely encourage
the Company to “do better” on an existing obligation, but rather encourage performance outside
of its core obligations.

Because the Company’s IPIMs do not meet the Department’s threshold principles, the
Department need not proceed to evaluating whether those IPIMs meet the Department’s design
criteria. However, even if the Department found that the Company’s IPIMs satisfied its threshold
principles, the Department should still reject the IPIMs because they reward National Grid for
pursuing activities it already has a financial incentive to perform, thus violating the Department’s

sixth design principle. The Company’s first three IPIMs incentivize it to install technologies

16 Exhibit NG-CPIP-1 at 134:4-5.

11



(FLISR, Direct Buried Cable, Overhead Hardening) that enhance reliability. Notwithstanding a
performance incentive, however, National Grid plans to deploy these technology investments, add
the costs of those investments to its rate base and collect a 10.5 percent return (as recommended
by the Company)'” on those investments. The Company provides no justification for why it would
need additional financial incentives to install modern technologies that promote reliability. Indeed,
rewarding the Company for making these technology investments would defeat the fundamental
purpose of performance-based regulation, which is to encourage utilities to take actions it does not
have an obvious economic incentive to take under the utility’s business model. Because the
Company already has a mechanism in place to receive a return on its investments, these IPIMs
violate the Department’s sixth PIM design guideline which states that PIMs should “ensure that
the distribution company is not rewarded for the same action through another mechanism.” Nat’l
Grid, D.P.U. 18-150 at 121 (2019).

National Grid’s fourth IPIM (Service Quality Metrics) also duplicates an existing financial
incentive and thus violates the sixth design guideline. Capital investments that improve reliability
and SAIDI scores would produce a reward under the PIM while also generating a 10.5 percent
return for the Company. Even more concerning, the Service Quality Metrics IPIM would offer
three incentives for the same behavior in some instances. Where the Company invests in
technologies encouraged by the first three IPIMs (for example, in FLISR), it would receive (1) a
ratepayer funded 10.5 percent return, (2) an additional reward for deployment of the technology
through the first three IPIMs, and (3) a third reward through the Service Quality Metrics IPIM
assuming the investments improve National Grid’s SAIDI score. The Department’s PIM

guidelines clearly bar this attempt at triple stacking incentives.

17 Exhibit NG-AEB-1 at 79.

12



The Company’s IPIMs suffer from additional flaws. First, the Company’s IPIMs are
“spending metrics” which bias National Grid towards spending on specific technologies, at the
expense of others, by measuring outcomes tied to spending on specific technologies. The
Company’s first three IPIMs, for example, bias the Company to invest in specific technologies:
FLISR deployment, replacement of direct buried cable, and installing tree-resistant conductor.
While the metrics nominally measure the number of deployments, miles replaced, or enhanced
reliability, all the metrics encourage higher spending on specific technologies. That is the
fundamental flaw of spending metrics: they do not incentivize the Company to perform a new
behavior, or directly improve performance, but instead to spend more money on a given activity
at the expense of other activities or technologies which may have greater impacts on performance.
And, in fact, AGO witnesses Alvarez and Stephens note that FLISR deployments are not the most
cost-effective method to enhance reliability and that overhead hardening likely does not produce
reliability benefits in excess of its costs.!® The measured outcomes of the IPIMs have little to do
with how well National Grid produces benefits for its consumers and instead are tied to how much
money the Company can spend on its preferred technologies.

Second, the Company retains for itself through the structure of the IPIMs the ability to
generate even greater return by shifting spending towards its preferred technologies. As noted
above, the Company’s metrics reward it twice for spending on certain technologies. But National
Grid retains the ability to further accelerate that return because the Company does not have a hard
cap on its spending for these technologies such that it must achieve extraordinary performance on
an ordinary budget to receive a performance incentive.!” As AGO witness Dismukes notes,

National Grid’s proposed ISRE recovery mechanism includes within it an investment cap, for

18 Exhibit AG-WG-1 at 64:3-67:7, 68:5-70:15.
19 Exhibit EDF-CLF-JRC-Surrebuttal-1 at 6:11-14.

13



investments in excess of National Grid’s proposed investment levels, of 20 percent of the five-year
average of forecasted capital expenditures.?? Put simply, the Company proposes to allow itself the
ability to spend $234 million in excess of its proposed investment levels across the five-year plan
cycle.?! If the Department approved the Company’s IPIMs, it would incentivize National Grid to
use this wiggle room it proposes for itself on investments related to the IPIMs, spending which
will generate an even greater return for the Company.

Third, neither the URD Direct Buried Cable or FLISR Deployment PIM have ambitious
targets given that the Company has already achieved its target performance in recent years. For
the former IPIM, in recent years the Company has already exceeded the 70 percent pass rate??
target it proposed, reaching 72 percent in 2019 and 74 percent in 2022.2* For the FLISR
Deployment IPIM, National Grid set a target of installing 30 schemes per year. However, the
Company projects that it will deploy 33 FLISR schemes in 2024.%* This suggests National Grid
could easily achieve its FLISR deployment target without much incremental effort.

The proposed Overhead Hardening IPIM may or may not suffer from a similar flaw; the
Company fails to provide sufficient historical data for the Department to determine whether the
IPIM is appropriately challenging. The Company proposes a cumulative goal of 50 miles of
installed tree-resistant conductor by 2029 but does not provide any evidence demonstrating how
many miles of conductor it can install in a year.?®> National Grid states that this is a new program,

and, as a result, it does not have historical performance data that it can use to set a performance

20 Exhibit AG-DED-1 at 11:16-12:2.

2L Id. at 12:2-10.

22 Based on National Grid’s testimony, a “pass rate” can be described as the percentage of fused protective devices
that are not tripped (or “operated”) due to an outage caused by a direct buried cable fault. See Exhibit NG-CPIP-1 at
140-141.

23 Exhibit EDF-CLF-JRC-1 at 35:9-11.

Hd.

% Id. at 37:11-16.

14



target.2® The Company also declined to provide projections of how many miles it believed it would
install each year in response to an information request.?’ The lack of data leaves both stakeholders
and the Department unable to determine whether 50 miles is a sufficiently aggressive goal.

The Department should not accept average performance—or the risk of average
performance—in these areas given that National Grid requests significant additional spending to
pursue distribution investments above what the Department allotted it in previous rate case cycles.
National Grid proposes to increase its “core” capital spending included in the CPIP from $1.695
billion for the five-year period ending in 2024 to $3.949 billion for this rate case cycle and spend
an additional $2.2 billion through its ESMP.?8 If the Department approves the Company’s request
to significantly ramp up distribution system investments, it should accordingly expect the
Company’s performance to rise above historical performance (even without the promise of
incremental financial rewards). The Company has not demonstrated that its FLISR Deployment,
URD Buried Cable, or Overhead Hardening IPIMs would motivate such performance.

Fourth, National Grid’s proposed Service Quality Metrics Extension IPIM rewards
behavior that the Department has been enforcing through a penalty-only structure. The Service
Quality Metrics Extension IPIM proposes to extend the service quality standards established by
the Department in D.P.U. 12-120-D and to thereby achieve further reductions in SAIDI by an
additional 6.61 minutes.? In that proceeding, the Department extended its long-standing precedent
of applying a penalty for reductions in systemwide SAIDI and System Average Interruption

Frequency Index (SAIFI) performance below the Department’s benchmarks but shifted the

26 Id. at 37:16-38:1.

27 Id. at 38:1-2.

28 Exhibit AG-WG-1 at 7:8-12, 10:1-6.

29 National Grid commits in NG-CPIP-1 to also reducing System Average Interruption Frequency Index (SAIFI) but
only proposes an incentive for further reductions in SAIDI. NG-CPIP-1 at 150:9-151:15.

15



performance targets from preventing performance deterioration to requiring improvements in
service quality. The Department ordered National Grid to achieve additional systemwide
performance reductions until 2025 according to a specified glide path and then maintain that level
of performance going forward until further revised by the Department, or receive a penalty.*°

On this basis, it seems clear that the Department views the increasingly strict systemwide
service requirements as something that it should enforce through penalties only, and not rewards.
In addition, adopting the Service Quality Metrics Extension IPIM at this time would create
complications concerning how to distribute rewards and penalties if the Department issued another
set of systemwide service quality guidelines in a subsequent docket applying to all electric
distribution companies in the Commonwealth. Through its investigation in D.P.U. 12-120-D, the
Department established the most recent system quality glide path to be “in effect starting in 2025
and remain in effect until revised by the Department.”!

Given the several deficiencies described above, the Department should reject National
Grid’s proposed IPIMs in their entirety. The metrics violate the Department’s threshold and design
principles, duplicate incentives for the same underlying behavior, and are otherwise unambitious
and poorly constructed. In their place, the Department should direct the Company to offer a single

reliability IPIM focused on improving reliability in disadvantaged communities experiencing high

incidences of service interruptions, as discussed in the next section.

30 Investigation by the Department of Public Utilities, D.P.U. 12-120-D, Attachment A. Service Quality Guidelines.
at 13 (December 18, 2015).
31 d.
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b. The Department Should Direct National Grid to Implement a
Single IPIM Focused On Improving Reliability in Disadvantaged
Communities Experiencing High Incidences of Service
Interruptions

The Department should replace the four IPIMs that National Grid proposes with a single
reliability incentive mechanism that directly prioritizes and targets investments in communities
with environmental justice populations and whose residents experience high incidences of service
interruptions. The replacement metric EDF and CLF propose would be an elegant way to reward
the Company for promoting service equity for vulnerable populations.

EDF-CLF witness Castigliego recommends that National Grid implement a metric that
incentivizes the Company to improve reliability in (1) vulnerable communities with environmental
justice populations experiencing worse than average reliability (e.g., SAIDI and SAIFT), and (2)
the Company’s worst performing feeders.>?> Mr. Castigliego explains in his surrebuttal testimony
that the Company has the data to operate this IPIM because it tracks the performance of substations
which serve environmental justice populations.®? Moreover, the Company tracks performance by
feeder and has a list of its worst performing feeders.** In response to Mr. Castigliego’s
recommendation, National Grid notes it provides better than average reliability for most of its
environmental justice populations.®> However, the Company also disclosed in discovery that
substations serving environmental justice areas in Rowe, Rockland, and Attleboro each had below
average SAIDI or SAIFI, and thus those substations could be the focus of the replacement

reliability metric EDF and CLF propose.3®

32 Exhibit EDF-CLF-JRC-1 at 40:10-41:11.

33 Exhibit EDF-CLF-JRC-Surrebuttal-1 at 10:2-10.

34 See National Grid response to Information Request EDF-CLF-3-17.
35 Exhibit NG-PIMS-Rebuttal-1 at 77:7-19.

36 Exhibit EDF-CLF-JRC-Surrebuttal-1 at 10:2-5.
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EDF and CLF’s proposed replacement reliability metric has several advantages over
National Grid’s flawed IPIMs. First, it is technology-agnostic because it rewards outcomes (i.e.,
improved reliability in specific, poor-performing areas within the Company’s service territory)
while giving National Grid the flexibility to select whatever technology it deems most appropriate
to achieve those outcomes. This structure eliminates the double incentive inherent in the
Company’s technology-specific IPIMs.3” Moreover, by targeting disadvantaged communities, the
Company would not add an additional reward onto the systemwide service quality guidelines that
have historically used a penalty-only structure and would not interfere with any future Department
order directing further decreases in SAIDI and SAIFI across utility service territories. Finally, the
revised reliability IPIM would narrow National Grid’s attention to areas that have historically
suffered from disinvestment and thus would promote equity by avoiding rewarding the Company
for reliability improvements in areas that already experience high reliability.

National Grid declined to propose an IPIM consistent with EDF and CLF’s
recommendation, and therefore, the record does not include a structure (incentives, penalties, or
targets) for EDF and CLF’s proposed metric. The Department should nevertheless direct National
Grid to work with stakeholders to develop specific targets, incentives, and penalties for EDF and
CLF’s proposed PIM, and propose that metric via a subsequent filing.

c. The Department Should Reject The Vast Majority of National
Grid’s Proposed Operating-Based PIMs

The Department should reject most of National Grid’s operating-based PIMs because,
like the Company’s proposed IPIMs, they incentivize actions that fall within the Company’s
public service obligation. In the alternative, the Department should impose higher goals on select

operating-based PIMs.

37 Exhibit EDF-CLF-JRC-1 at 41:18-20.
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The Company’s operating-based PIMs relate to the Company’s operating functions, and

not to the investments it proposes recovery mechanisms for in this proceeding. National Grid

proposes five PIMs related to its operational performance:

1.

Increased Enrollment in Low-Income Discount Program PIM: encourages National Grid
to increase outreach and enrollment of low-income customers in the Company’s low-
income discount rate;

Fleet Electrification PIM: rewards the Company for electrifying the light-duty vehicles in
its vehicle fleet;

First Call Resolution PIM: incentivizes National Grid to resolve customer inquiries
during an initial call;

Digital Customer Engagement PIM: rewards the Company for increasing the number of
digital customer engagement transactions; and

MWs of DER Interconnected PIM: encourages National Grid to increase the deployment
of solar and storage projects interconnected to its distribution system.

Like with the IPIMs, the Company proposes varying rewards for the metrics and a

maximum possible reward of $16.035 million across all PIMs from 2025-2029.3% In total, the

Department should (1) reject the Increased Enrollment in Low-Income Discount PIM, Fleet

Electrification PIM, Digital Customer Engagement PIM, and MWs of DER Interconnected PIM

and (2) increase the targets for the First Call Resolution PIM.

1. The Department Should Reject the Proposed Low-Income
Discount PIM

The Department should reject National Grid’s proposed Low-Income Discount PIM for

two reasons. First, enrolling customers in its low-income discount rate (Rate R-2) is part of

38 Exhibit NG-CPIP-1 at 134:4-5.
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National Grid’s public service obligation and the Company should not require any additional
incentives to enroll customers. Customers who qualify for Rate R-2 have incomes significantly
below the state median and are positioned to benefit the most from rate relief. The $4 billion in
enhanced capital investments and associated return on equity proposed by the Company in this
proceeding will only exacerbate that affordability crisis. National Grid should not receive an
incentive to do the right thing to implement its own rate design. By enrolling these customers in
Rate R-2, National Grid will significantly reduce their energy burdens as the Company proposes
to significantly increase its investments and provide customers greater ability to afford necessities
such as food, medicine, and heating and cooling.

Second, National Grid’s performance target for this PIM is much too low given the changes
it proposes to Rate R-2 in this rate case. As discussed in greater detail below, National Grid
proposes to enhance its existing low-income discount rate, to which EDF recommends additional
modifications that would provide further bill relief for the Company’s poorest customers. These
improvements to the design of Rate R-2 can be expected to incentivize more customers to enroll
in the rate structure. And yet, the Company proposes an enrollment target of 4,650 customers per
year, a goal it has significantly surpassed in recent years. For example, in 2021, National Grid
enrolled 9,091 customers in Rate R-2 and 8,033 customers in 2023, nearly double its proposed
enrollment goal.>® Moreover, if the Company achieves its maximum performance cap in each year
of the plan cycle, it will have only enrolled 50.8 percent of the eligible population into Rate R-2.4
The design improvements to Rate R-2 will increase enrollments; an additional incentive to the

Company would be duplicative. Thus, if the Department does not reject this PIM, it should increase

3 Id. at 178:12-13.
40 Exhibit EDF-CLF-JRC-1 at 45:2-4.
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the performance target to recognize National Grid’s past performance levels and the increase in
enrollment that will occur due to the improved structure of Rate R-2.

il. The Department Should Reject the Proposed Fleet
Electrification PIM

The Department should reject National Grid’s proposed Fleet Electrification PIM. National
Grid also already has a clear incentive to pursue fleet electrification. It has made public a
Company-wide goal of achieving 100 perfect fleet electrification by 2030 in its plan to achieve net
zero emissions by 2050.4! National Grid should pursue fleet electrification, without incentive, to
further serve its stated goals and meet shareholder expectations.

The Company should instead electrify its fleet over time by requesting operations and
maintenance (O&M) spending for this fleet replacement as it retires existing vehicles. The
Company should not seek an additional reward for performing standard O&M activities with very
limited (or non-existent) customer benefits and greenhouse gas benefits that are very small in scale.

It is also important to note that National Grid proposes to electrify only a small portion of
its total fleet. Through this performance mechanism, National Grid proposes to electrify only the
light-duty vehicles included in its fleet (255 vehicles out of its total fleet size of 1,227 vehicles).
The Company does not propose to electrify its medium-duty and heavy-duty vehicles even though
an increasing number of these vehicle types enter the market each year.*? This further indicates the
poor design of the PIM. The Department should reject it.

iii. The Department Should Strengthen the Proposed First Call
Resolution PIM

The Department should conclude the proposed First Call Resolution PIM does not provide

a robust enough target given the Company’s prior performance. The metric sets a goal of 70

4 1d. at 45:16-46:18.
2 1d. at 46:7-9.
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percent first-call resolution but National Grid achieved 68 percent resolution in 2022 and 72
percent in 2023.% Raising the level of first-call resolutions is an important objective, but National
Grid’s performance targets should, at a minimum, exceed current performance levels.

An increased goal above current performance is particularly appropriate for operating-
based PIMs because the Company requests that the Department approve the PBR-O mechanism
in this proceeding which will allow National Grid to collect additional O&M expenses each year
through formula-based adjustments.** This mechanism removes approval of these O&M expenses
from the standard rate case process and would allow National Grid’s approved O&M expenses to
grow with inflation.*® This structure will provide National Grid additional O&M spending in years
with inflation to achieve the PIMs and thus grants the Company an increasing budget to accomplish
the objectives of its operating-based PIMs. Given the availability of the PBR-O mechanism, a
more ambitious goal for this PIM is appropriate.

iv. The Department Should Reject the Proposed Digital
Customer Engagement PIM

The Department should reject National Grid’s proposed Digital Customer Engagement
PIM for two reasons. First, the Company’s Digital Customer Engagement PIM resembles the
Customer Ease PIM that Department rejected in National Grid’s last rate case. Under that prior
metric, National Grid proposed to receive a reward if its “customer ease” score—as measured by
a survey which asked customers “[h]Jow easy it is to do business with National Grid”—exceeded
a baseline score. Nat’l Grid, D.P.U. 18-150 at 77-78 (2019). The Company identified improving

customer service as the behavior it would pursue to increase this score. The Department found that

43 National Grid response to Information Request EDF-CLF-1-20.
44 Exhibit NG-CPIP-1 at 154:3-12.
4 Id.; Exhibit NG-AEB-1 at 62:1-9.
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National Grid’s public service obligation encompassed the customer interactive elements of the
PIM and correspondingly rejected it. Nat’l Grid, D.P.U. 18-150 at 122-123 (2019).

The Company attempts to justify its proposed Digital Customer Engagement PIM using
the same language it used to try and justify its Customer Ease PIM. For example, National Grid
asserts that the Digital Customer Engagement PIM is appropriate because it will allow customers
to utilize “digital self-service tools to conduct transactions through their channel of choice.”*¢ And
the Company proposes to count a digital customer transaction when customers engage in actions
such as making a payment, enrolling in a payment plan, or stopping service through a preferred
channel.*” Under the logic set forth in the last rate case, allowing customers to use their preferred
channel of choice to interact with the Company to resolve discrete issues appears to fall within
National Grid’s public service obligation. As the Department stated in the prior rate case, it
“expects companies to satisfy service quality expectations in the course of their day-to-day
business operations.” Nat’l Grid, D.P.U. 18-150 at 122 (2019). The Department should reject this
metric.

Further, much like with the First Call Resolution PIM, National Grid already has
performance commensurate with its target of 10,000,000 transactions each year. The Company
achieved 4,354,255 digital customer engagement transactions across the last five months of 2022,
and 7,012,126 for the first eight months of 2023.4% Scaled over twelve months, those figures are
10,450,212 for 2022 and 10,518,189 for 2023.% If the Department approves this metric, it should
require a goal higher than National Grid’s current performance, especially so given the inflation

adjustment included in the PBR-O mechanism.

46 Exhibit NG-CPIP-1 at 193:19-20.

47 National Grid response to Information Request EDF-CLF-3-3.
48 National Grid response to Information Request EDF-CLF-1-15.
49 Exhibit EDF-CLF-JRC-1 at 48:12-14.
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V. The Department Should Reject the MWs of DER
Interconnected PIM

The Department should reject the proposed MWs of DER Interconnected PIM because the
activities within the metric are part of the Company’s public service obligation. The proposed
MWs of DER Interconnected PIM would reward National Grid for the uptake of distributed energy
resources (DERs) in its service territory—an activity that the Company has very little to do with.
To wit, during the evidentiary hearing, National Grid agreed that DER adoption is driven by a
multitude of factors other than the Company’s own actions, including “interest rates, market prices
for energy, equipment costs, [and] workforce availability.”>® Thus, the metric would violate the
Department’s third design guideline, which requires that a PIM be available only for “activities
where the distribution company plays a distinct and clear role in bringing about the desired
outcome.” Nat’l Grid, D.P.U. 18-150 at 121 (2019). The Company does not play a “distinct and
clear role” in incentivizing DER adoption. Moreover, the Department rejected a peak load
reduction metric in National Grid’s last rate case where much of the load reduction would have
resulted from DER interconnection because DER adoption was not something the Company could
control. Nat’l Grid, D.P.U. 18-150 at 124 (2019). The Department should likewise reject this PIM.

d. The Department Should Adopt EDF and CLF’s Proposed
Incremental Peak Load Reduction PIM and Direct National Grid
to Propose a Specific Structure for that Metric via a Subsequent
Filing

While the Company’s MWs of DER Interconnected PIM risks rewarding the Company for
outcomes that have nothing to do with the Company’s performance, EDF strongly supports the

deployment and effective utilization of DER within National Grid’s service territory. To better

promote that outcome, the Department should approve an Incremental Peak Load Reduction (PLR)

50 Cross Examination of National Grid Pricing Panel, May 6, 2024 Evidentiary Hearing Tr. Vol. 1 at 801:21-802:10.
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PIM. An Incremental PLR PIM would accelerate the deployment of DERs, such as customer-
owned solar PV and battery storage systems, in National Grid’s service territory (reflecting the
stated aim of the Company’s MWs of DER Interconnected PIM proposal). Unlike the Company’s
proposal, however, the Incremental PLR PIM would incentivize the Company to proactively
implement programs that deliver benefits to ratepayers, rather than offering rewards to the
Company for DER deployment driven by market forces and other factors largely outside of its
control.

EDF-CLF witness Castigliego proposes an Incremental PLR PIM which would aim to
drive incremental peak load reductions on National Grid’s system beyond business-as-usual load
reductions (i.e., load reductions already expected to occur through National Grid’s current slate of
load reduction programs, which, in 2023, delivered a combined total of 2,807 MW of load
reductions during system peak).’! National Grid would achieve the targets of an Incremental PLR
PIM by deploying new programs that decrease peak electricity demand or shift demand from peak
to off-peak periods, including, demand response, energy efficiency, customer-owned solar,
customer-owned battery energy storage, and electric vehicle managed charging or vehicle-to-grid
integration programs.?

An Incremental PLR PIM fits with the PIM guidelines provided by the Department in
D.P.U. 18-150. The PIM would advance important public policy goals, such as enhancing
affordability and supporting electrification in accordance with the Commonwealth’s climate and
clean energy goals. While the Department rejected the Company’s proposed PLR PIM in National

Grid’s last rate case, Mr. Castigliego explains that the Department rejected National Grid’s

31 Exhibit EDF-CLF-JRC-1 at 50:6-9.
52 Id. at 50:10-14.
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proposal because it failed to align its proposed PLR PIM with the design guidelines.’* Mr.
Castigliego provides a detailed description of how an Incremental PLR PIM satisfies each PIM
guideline and how the Company could design a mechanism which avoid the pitfalls of the original
proposal.>* The Company could fix many of the problems with National Grid’s original PLR PIM
by creating a program which generates incremental peak load reduction above what the
Company’s existing service offerings will produce.’ Further, the Department has recognized in
Docket No. 18-150 that “company actions taken specifically to reduce system peak demand are
outside a distribution company’s public service obligation.” Nat’l Grid, D.P.U 18-150 at 123
(2019). More broadly, the Department has acknowledged “an incentive mechanism designed to
drive Company actions that directly and measurably reduce system peak demand can satisfy the
threshold principles.” Nat’l Grid, D.P.U 18-150 at 123 (2019).

An Incremental PLR PIM would also provide benefits to the Commonwealth. National
Grid’s ESMP forecasts estimate that the Company’s peak demand will “more than double” by
2050, from a summer peak of 4.9 GW in 2023 to a winter peak of 10.7 GW in 2050.>¢ Load
reduction programs help mitigate this peak load and thereby reduce the costs (i.e., energy, capacity,
transmission, and distribution costs) the Company incurs to serve peak demand.’’” National Grid
clearly recognizes the value that a PLR metric can produce because it operates a similar metric in
New York which incentivizes the Company to deliver coincident electric system peak reductions.>®

The Department should unlock the value that an Incremental PLR PIM can provide to

National Grid and its customers by directing the Company to implement the metric. As discussed

3 Id. at 54:1-55:2.

34 Id. at 52:5-53:23, 54:8-55:14.
3 Id. at 54:8-55:14.

56 Id. at 51:8-10.

STId. at 52:1-4.

38 Id. at 55:15-17.
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above in the context of EDF and CLF’s proposed reliability IPIM, the Department should direct
National Grid to work with stakeholders to develop specific targets, incentives, and penalties for
an Incremental PLR metric, and propose that metric for the Department’s consideration via a
subsequent filing.

e. The Department Should Adopt EDF and CLF’s Proposed Equity

PIMs and Direct National Grid to Propose a Specific Structure for
those Metrics Via a Subsequent Filing

Following the passage of 2021 Climate Act, G.L. c. 25, § 1A, the Department must
prioritize equity and affordability when it reviews a rate case. The Department should view
National Grid’s performance-based ratemaking proposals, including PIMs, through the lens of this
new requirement. More concretely, the Department should adopt PIMs that encourage the
Company to improve the equity of its investments, rates, programs, and practices.

EDF and CLF propose two equity PIMs: one incentivizing the Company to install electric
heat pumps for its low-income customers who currently use delivered fuels (such as heating oil or
propane) for home heating, and another which would encourage National Grid to increase the
diversity of its workforce by hiring a greater proportion of underrepresented identities. In its ESMP
commitment, National Grid professes multiple times the importance of advancing a clean energy
transition that centers energy equity and environmental justice: “Where the above projects have a
potential impact on [environmental justice communities], the Company is committed to ensuring
that each community has a voice as energy infrastructure projects are developed.”® Equity-focused
PIMs would incentivize National Grid to align its business model with its professed commitment.

First, the Department should adopt a “Low-Income Delivered Fuels Customer

Electrification” PIM proposed by EDF-CLF witness Castigliego. He explains that the PIM would

¥ 1d. at 57:15-17.
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reward National Grid for installing electric heat pumps for its low-income customers who currently
use delivered fuels (such as heating oil or propane) for home heating via its energy efficiency
plan.®® Under National Grid’s energy efficiency plan, the Company provides no cost heat pumps
for customers who qualify for Rate R-2.°! National Grid only performs heat pump installation for
customers who use delivered fuels for their heating source under the plan.®> However, only a
fraction of the Company’s total heat pump installations are for low-income households. From 2019
to 2023, National Grid installed over 14,000 heat pumps replacing both Fuel Oil and propane
heating systems.®®> But of the 12,392 Fuel Oil conversions, only 636 were for income-eligible
customers (i.e., customers who because of their income qualify for an incentive) and only 70 of
the 1,742 propane conversions were for these customers.®* In other words, roughly 5 percent of
the Company’s Fuel Oil conversions were for income-eligible customers and 4 percent of its
propane conversions. The objective of the Low-Income Delivered Fuels PIM is to increase the
number of conversions performed by National Grid for low-income customers.

The metric promotes equity because, in Massachusetts, the cost of residential heating using
delivered fuels is significantly higher than the cost of electric heating via electric heat pumps.®®
According to the Massachusetts Department of Energy Resources, heating with delivered fuels is
roughly $8 to $18 more expensive than electric air-source heat pumps (ASHPs) on a per MMBtu
basis.®® The Low-Income Delivered Fuels Customer Electrification PIM aims to reduce National

Grid customers’ energy costs associated with residential fuel combustion by transitioning

60 1d. at 58:9-17.

1 Id. at 58:17-18.

62 Jd. at 58:18-59:2.

83 1d. at 59:3-6.

84 1d. at 59:7-9.

85 Id. at 60:2-3; Exhibit EDF-CLF-MW-1 at 9:1-10:4 (discussing the importance of encouraging National Grid
improve its heat pump installation efforts among delivered fuels customers).

66 Exhibit EDF-CLF-JRC-1 at 60:3-5.
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customers to home heating using more efficient, electric ASHPs. The Low-Income Delivered
Fuels Customer Electrification PIM will also align with the Commonwealth’s climate and clean
energy goals as it would incentivize National Grid to promote building electrification within its
service territory. Since heating with electric heat pumps is less costly than heating with delivered
fuels, electrification would reduce the energy burden of customers currently using delivered
fuels—especially for low-income customers who face energy affordability challenges.®” As
explained by EDF-CLF witness Wambui, the “savings [from transitioning to a heat pump] can be
very meaningful for low-and moderate-income households, and can help free up money to spend
on food, medicine, and other daily needs.”® Finally, this proposal helps to ensure that low-income
customers can equitably transition to all-electric dwellings, a key priority identified by the
Department in its recent Future of Gas investigation. Investigation by the Dep’t of Pub. Utilis.,
D.P.U. 20-80B at 103-104 (2023) (“The Department remains committed to ensuring that its future
regulatory policies are aimed at addressing barriers to expeditious customer transition to
decarbonized energy options, while mitigating challenges with affordability and equity.”)

As discussed above, National Grid failed to meaningfully engage with stakeholders prior
to filing its rate case, and therefore, the Department should direct National Grid to work with
stakeholders to develop and propose a specific structure, including targets, incentives, and
penalties, for a Low-Income Delivered Fuels Customer Electrification PIM via a subsequent filing.
The baseline should consider at least five years of historic data (i.e., average number of low-income
customers converting from delivered fuels to ASHPs for home heating in National Grid’s service
territory on an annual basis over the past five years) and target significant year-over-year

improvement from that baseline.

57 Id. at 60:12-15.
%8 Exhibit EDF-CLF-MW-1 at 9:10-12.
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Mr. Castigliego notes, however, that the Department can and does approve performance
metrics governing the Mass Save Program Administrators’ three-year energy efficiency plans. He
recommends that the Department approve a metric like the Low-Income Delivered Fuels Customer
Electrification PIM either in this proceeding, or in the proceeding where it approves the 2025-2027
three-year plan.%® Under no circumstance should the Department “double-reward” the Company
for the same behavior through this rate case and the energy efficiency plan proceeding.

The Department should also adopt EDF and CLF’s proposed “Workforce Diversity” PIM.
The Workforce Diversity PIM would encourage National Grid to increase the diversity of its
workforce by hiring a greater proportion of underrepresented identities, including but not limited
to, people who identify as: women; Black, Indigenous, and people of color (BIPOC); LGBTQIA+;
returning citizens (formerly incarcerated individuals); and persons with disabilities.”® Importantly,
a Workforce Diversity PIM is timely. National Grid proposes to significantly ramp up spending
on its distribution system over the next five years and with that increased spending expects
increased hiring. The Company states that its ESMP-related investments (referred to as its Future
Grid Plan) “will result in increased economic activity on the order of $1.1 billion and create an
additional 8,700 jobs throughout the Commonwealth.””! By increasing the diversity of its hires,
National Grid can help ensure the employment benefits associated with its spending are equitably
distributed, as EDF-CLF witness Wambui recommends.

National Grid agrees with the goals of the PIM but states it cannot offer it because it only
tracks workplace diversity at the enterprise level and “does not track these metrics solely for the

Company.” To overcome this obstacle, the Department should direct the Company to collect this

9 Exhibit EDF-CLF-JRC-1 at 62:9-17.
01d. at 62:18-63:3.
" 1d. at 63:8-10.
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data and, after collection, work with stakeholders to develop and propose specific targets,
incentives, and penalties for the PIM via a compliance filing. This process should involve the
development of a baseline based on at least five years of historic data (i.e., average workforce
diversity over the past five years), and target significant year-over-year improvement over that
baseline.

B. Rate Design

1. The Department Should Reject National Grid’s Proposed Increase to
its Residential Customer Charge

National Grid is proposing to increase its residential monthly customer charge from $7.00
per month to $11.00 per month for Rate R-1 and R-2 customers, a 57% increase.”? The Company
claims the increase is necessary to move the residential customer charge closer to customer-related
costs, which per the Company’s cost of service study total $11.98 per month.”3

The Company’s proposal suffers from two flaws. First, the Company’s proposal would not
align rates with cost causation, because its customer-related unit cost calculations include costs
that are not customer-related and therefore should not be recovered through a fixed customer
charge. According to the Company, “customer-related” costs are “costs incurred to attach a
customer to the distribution system, to meter usage and to maintain both these distribution assets
and the customer’s account.”’* Meter costs, for example, are an example of a classic “customer-
related” costs, because every time the Company adds a customer, it adds a meter, and therefore
the cost of that meter was caused by the new customer, not by the customer’s level of energy use

or demand.”® In contrast, EDF is particularly concerned by the Company’s proposal to recover a

2 Exhibit NG-PP-1 at 27:17-28:4.

3 Id. at 27:19-20.

4 Exhibit NG-PP-Rebuttal-1 at 14:10-12.

75 Cross Examination of National Grid Pricing Panel, May 9, 2024 Evidentiary Hearing Tr. Vol. 3 at 338:22-339:1.
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portion of Administrative & General (A&G) expenses (FERC Accounts 920, 921, 923, 924, 925,
926, 928, 930.2, 931, 932, and 935) through the customer charge. Those expenses add $3.14 to the
Company’s calculation of customer-related unit costs, but in many cases have no obvious
connection to the attachment of a customer to the distribution system, to meter the new customer’s
usage, to maintain the new customer’s meter, or to manage the new customer’s account. For
example, FERC Account 928, Regulatory commission expenses, includes expenses incurred in
connection with cases (such as the instant proceeding) before the Department, such as the salaries
of utility attorneys involved in those cases.”® As another example, FERC Account 925, Injuries
and Damages, includes costs of insurance to protect the utility against injuries and damages claims
of employees.”” It is difficult to fathom why the Company’s customers should pay any portion of
those expenses through a fixed charge that does not vary depending on the demand that customer
actually places on the system (i.e., the customer’s energy use or coincident or non-coincident peak
demand).

Second, increasing the residential fixed charge undermines the Commonwealth’s policy
goals encouraging energy efficiency and conservation and would disproportionately harm low-
usage customers. As AGO witnesses Nelson and Palmer observe, fixed charges are inversely
proportional to the volumetric charge.”® Increased fixed charges therefore depress the volumetric
delivery charge, dampen the customer’s incentive to conserve energy or invest in any number of
behind-the-meter technologies that reduce the customer’s electric load (such as energy efficiency
or solar), and harm customers who draw little electricity from the grid (either due to load-reduction

technologies or for other reasons, such as their ability to afford electricity).” That impact holds

76 RR-EDF-1 at 8.

TId. at 5.

78 Exhibit AG-RNCP-1 at 29:1-7.
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true notwithstanding the existence of other volumetric charges (such as the energy charge) that
will not change as a result of this rate case. “Approving a rate design that incentivizes higher
electricity consumption, as high customer charges do, defeats the purpose of paying the Company
to administer energy efficiency programs.”*°

The Department should therefore adopt the AGO’s recommendation and reject the
Company’s proposed residential fixed charge increase. While leaving the customer charge at its
current level may mean rates are not perfectly cost-reflective, rate design requires the Department
to balance several objectives beyond cost causation, including rate stability and predictability®!
and promoting efficiency and conservation. Cost causation is not a straightjacket, the Company’s
pricing witness acknowledged, “there’s room for . . . negotiation and discretion in terms of what’s
82

actually included in the customer charge.

2. The Department Should Reject National Grid’s Proposed
Electrification Pricing Proposal

National Grid is proposing a voluntary, opt-in pricing option that will convert the base
distribution charge from a $0.06647 per kWh volumetric charge to a $38.15 per month fixed charge
that will be available to residential customers taking service under Rate R-1 (Electrification Pricing
Option).®} That fixed charge would be in addition to the fixed residential customer charge (the
Company proposes to increase that charge to $11.00 per month in this proceeding as discussed

above).%

The Company asserts that residential customers with above average energy use (i.e.,
higher than 574 kWh per month)—including those with electric heat pumps and other

electrification technologies—will stand to reduce their electric bills by participating in the

80 Jd. at 29:7-9.

81 Exhibit NG-PP-1 at 25:7-12.

82 Cross Examination of National Grid Pricing Panel, May 9, 2024 Evidentiary Hearing Tr. Vol. 3 at 344:4-6.
8 Exhibit EDF-CLF-JRC-1 at 67:10-13.

8 Id. at 67:13-14.
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Electrification Pricing Option. Essentially, any customer who uses more than 574 kWh per month
and participates in the Electrification Pricing Option will save money in comparison to the
Company’s Rate R-1. National Grid states that the aim of the Electrification Pricing Option is to
“encourage adoption and use of heat electrification technologies by making it more economical to
do 50.”%

EDF strongly supports building electrification and believes electric utility rate design can
play an important role in promoting equitable electrification. However, the Department should
reject the Company’s proposed Electrification Pricing Option. The muddled proposal aims to
achieve multiple goals—most notably improving the alignment of rates and cost causation and
supporting electrification—but is not reasonably-tailored to achieve any discernible goal. In fact,
the record evidence suggests the proposal is a wolf in sheep’s clothing: a rate that has little to do
with electrification, and far more to do with the Company’s desire to move towards residential
demand charges.3¢

First, as designed, the Electrification Pricing Option provides a discount for high-usage
customers. The Pricing Option is not limited to those customers installing electrification
technologies such as heat pumps. 87 This, standing on its own, is a fatal flaw of the proposal. It
creates the possibility that a savvy customer with above average usage could essentially obtain a
discount by enrolling in the rate even if he or she never adopts any electrification technologies.

This outcome is contrary to the Commonwealth’s policy goals. The Commonwealth does not have

a policy goal of promoting increased electricity consumption, it has a goal of promoting increased

8 Id. at 68:1-6.

8 See Cross Examination of National Grid Customer Panel, May 6, 2024 Evidentiary Hearing Tr. Vol. 1 at 189:4-7
(witness Mancinelli acknowledging the primary objective of the pricing proposal is to start moving away from
volumetric delivery charges).

87 Exhibit EDF-CLF-JRC-1 at 70:4-10.
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electrification of loads currently fueled by natural gas and other fossil fuels, and promoting
efficient electricity use.

Second, by essentially providing a discount rate for high usage customers, the pricing
option makes a wealth transfer likely where lower usage customers subsidize affluent customers
with higher-than-average electricity usage.’® The Company estimates that if 100 percent of all
customers with above average monthly usage (i.e., higher than 574 kWh) opt in to electrification
pricing, a non-participating Rate R-1 or R-2 customer with an average usage of 600 kWh per month
would experience a 4.1 percent increase in their bill, which amounts to $108 annually.* If only 30
percent of those customers opt in, the bill increase would be 1.2 percent, or an annual increase of
$32.%% The risk of a wealth transfer is heightened by the fact that the pricing option is not available
to low-income customers taking service under Rate R-2. Obviously, this outcome would not be
equitable and would serve to further impose the costs of the energy transition on non-affluent
ratepayers.

Third, by converting customers’ base distribution charge from a volumetric charge to a
fixed charge, the Company reduces customers’ incentive to install energy-demand-reduction

technologies and conserve energy.’!

That structure may encourage customers to adopt
electrification technologies, but is equally likely to encourage customers to avoid installing other
technologies which reduce load given that they would no longer receive as strong of price signal

to reduce usage. The Company’s witness Lauri Mancinelli, who designed the electrification

pricing option, conceded during the evidentiary hearing that in terms of “quantity of usage . . .

88 Id. at 70:11-15.
8 Id. at 69:8-12.

% Id. at 69:12-13.
oV Id. at 72:4-73:2.

35



[customers] would possibly have some — a reduced incentive to manage their volumetric usage.”?

While customers participating in the Electrification Pricing Option would continue to pay
volumetric charges for other services beyond distribution service, the rate would nevertheless
dampen the efficiency incentive. Massachusetts law requires the Department to consider that
impact as it evaluates National Grid’s proposal; Section 141 states that “[i]n all decisions or actions
regarding rate designs, the [D]epartment shall consider the impacts of such actions on . . . (iii) the
reduction of greenhouse gases as mandated by chapter 21N to reduce energy use; [and] (iv) efforts
to increase efficiency and encourage non-emitting renewable sources of energy.” G.L. c. 164, §
141.

Fourth, the Electrification Pricing Option would do nothing to better align rates with cost
causation or promote behaviors that decrease system cost, and could even promote behaviors that
increase system cost. During the evidentiary hearing, Company witness Mancinelli asserted that
distribution costs are caused by customer noncoincident and coincident peak demands—the
customer’s maximum demand during a billing period and demand during system peak,
respectively.”® Concerningly, witness Mancinelli was not able to identify the specific distribution
system equipment costs driven by noncoincident or coincident peak demand, and acknowledged
the Company did not look into that question when designing the Electrification Pricing Option**—
a proposal purportedly designed to align rates with distribution system cost. Moreover, witness
Mancinelli confirmed that in general, distribution system costs vary with customer demand, and
are therefore not fixed.”> Yet, witness Mancinelli confirmed the Electrification Pricing Option

would do nothing to avoid participating customers increasing their coincident or noncoincident

92 Cross Examination of National Grid Customer Panel, May 6, 2024 Evidentiary Hearing Tr. Vol. 1 at 201:14-18.
% Id. at 190:3-191:20.

% Id. at 192:6-22.

% Id. at 193:12-19.
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peak demand (and thereby contributing to increased distribution system cost) after enrolling in the
rate, because the rate includes a fixed charge, and not one that varies based on demand.”® In fact,
a high demand customer would even stand to receive a discount by participating in the
Electrification Pricing Option (assuming the customer also has above average usage)—a perverse
outcome.

The Company argues it cannot implement a more sophisticated rate design at this time,
because it has not deployed advanced metering infrastructure (AMI) which would allow it to
implement time-variant rates. While that is correct, and indeed a major barrier to implementing
electrification-friendly rates, the Company fails to explain why the Electrification Pricing Option
would be an appropriate “bridge” to advanced rate design. As witness Mancinelli acknowledged
during the hearing, the rate would do nothing to promote the kinds of behavior that, according to
the Company itself, might help reduce distribution system costs:

Q [EDF counsel]: You don’t expect customers
participating in the rate to suddenly start
becoming better at managing their consumption
to avoid system peaks, do you?

A [witness Mancinelli]: No, we do not.

Q: And you don’ t expect customers
participating in the rate to start getting
better at managing their demand, do you?

A: No, we do not.

Q: Let’s talk about nonparticipants for a
second. You don’t expect those customers will
somehow Dbecome Dbetter at managing their
consumption because the electrification
pricing rate is available, do you?

A: No, I do not.

Q: So fair to say the electrification pricing
rate won’t do anything to make your customers

% Id. at 198:13-16.
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better at managing their electricity use,

correct?

A: No, it will not.?’
Thus, approval of the Electrification Pricing Option may in fact take the Commonwealth
backwards by making customers less sensitive to managing their usage and demand in a way that
would reduce system costs. As the Company itself concedes in rebuttal testimony, “the
Electrification Pricing option is not perfect and may pose risks the Department determines to be
unacceptable.”®

National Grid could mitigate some of the pricing proposal’s perverse incentives before

deploying AMI by including a seasonal component in the rate (i.e., charging less for electricity
during the winter until such time that National Grid has a winter peaking system) but witness
Mancinelli stated that she did not know if the Company’s meters could support seasonal rates and
did not consider seasonal rates as part of the development of the pricing proposal.”® The
Department should therefore reject the Company’s proposed electrification pricing option given
the numerous issues with the proposal. Instead, to promote electrification, the Department should
instruct the Company to focus in the near-term (until late 2027 when AMI is deployed) on the
electrification of customers currently using delivered fuels to heat their homes, using the Low-
Income Delivered Fuels Electrification PIM. The Department should also collaborate with
stakeholders in the near-term to develop (and propose) a time-varying electrification rate that
leverages AMI (and may be implemented once AMI is deployed).

If the Department wants National Grid to implement an electrification-friendly rate design

sooner (before the Company completes AMI deployment), it should direct National Grid to

97 1d. at 199:13-200:7.
%8 Exhibit NG-CP-Rebuttal-1 at 45:6-7.
% Cross Examination of National Grid Customer Panel, May 6, 2024 Evidentiary Hearing Tr. Vol. 1 at 209:7-20.
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propose a rate design that reflects the characteristics of Unitil’s pending heat pump rate proposal.
The rate, while not perfect, is superior to National Grid’s proposal. The rate is seasonally-
differentiated, unlike National Grid’s electrification pricing proposal, and it is available to an
appropriate customer grouping: residential customers installing heat pumps, including low-income
customers.'% The customer charge and summer volumetric charge are set at the same level as the
ordinary residential rates (Unitil Residential RD-1 rate), whereas the winter volumetric charge
would be significantly discounted (by 64 percent) relative to the Residential RD-1 volumetric
charge.'! This seasonal differentiation encourages additional winter usage which will not drive
increases to peak demand until National Grid’s system becomes winter peaking and retains a
disincentive on summer usage by applying a higher volumetric delivery rate for this period.

3. The Department Should Modify National Grid’s Proposed Low-
Income Discount

Massachusetts requires electric distribution companies to provide discounted rates for low-
income customers comparable to the low-income discount rate received from total bills for rates
in effect prior to March 1, 1998.1%2 Under that requirement, National Grid maintains a low-income
discount rate, which it calls Rate R-2, which currently provides a total bill discount of 32 percent
for customers at or below 60 percent of state median income (SMI). In this proceeding, National
Grid seeks approval of a tiered low-income discount rate which provides varying levels of total
bill discount based on level of income with the following tiers:

e 55 percent discount for households with incomes between 0 and 15 percent of SMI;
e 49 percent discount for households with incomes between 15 and 20 percent of SMI;

e 44 percent discount for households with incomes between 20 and 30 percent of SMI,

100 Exhibit EDF-CLF-JRC-1 at 74:11-14.
101 14 at 74:14-17.
102 14 at 76:11-13.

39



e 36 percent discount for households with incomes between 30 and 40 percent of SMI; and
e 32 percent discount for households with incomes between 40 and 60 percent of SMI. !0
National Grid states that its goal in modifying its R-2 rate structure is to ensure that all
customers with average electricity consumption spend no more than 3.4 percent of their household

income on their electric bills.!%*

Recent research has settled on 6 percent as a marker for energy
burden where researchers consider customers who pay more than that for electric and natural gas
service to be energy insecure.!% National Grid determined the 3.4 percent energy burden target for
electricity service by applying the percentage that households with both natural gas and electric
service pay towards electricity as part of their total energy bills (i.e., 56 percent).!%® As noted by
Massachusetts Energy Directors Association (MEDA) witness John Howat, the appropriate energy
burden threshold for the Company’s electric customers would be 3.1 percent if it is assumed that
most National Grid customers do not receive LIHEAP.!%7

While National Grid appears to have the right intentions, its proposal suffers from a critical
flaw: the discount rates that it proposes do not achieve a 3.1 percent or 3.4 percent energy burden
for the Company’s lowest income customers if those customers do not receive a LIHEAP
distribution. The chart below displays energy burden by income for a two-person household under
National Grid’s proposed Rate R-2 and shows that customers in a 2-person household with

household incomes below $40,000 will not meet the 3.4 percent energy burden goal (shown by the

dotted red line) without a LIHEAP distribution.

103 14, at 77:1-5.

104 14 at 77:7-9.

105 14, at 77:9-14.

106 1. at 77:14-78:2.

197 MEDA Surrebuttal Ex. 1 at 11.
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Figure 1: Proposed Rate R-2 Energy Burden!'®®

Updated NG-CP-1 Figure 2
Electric Burden for 2-person household under proposed
tier rate (Includes R-2 no LIHEAP curve)
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The yellow line displays energy burden for R-2 customers who do not receive a LIHEAP
distribution, whereas the black line shows energy burden for R-2 customers who receive
assistance.

National Grid’s proposed Rate R-2 does not guarantee energy security because LIHEAP
benefits are not available consistently to all customers. LIHEAP operates with a limited budget
that requires Congressional authorization and provides application windows which customers can
miss without notice.!” MEDA witness Howat calculated that less than 30 percent of National
Grid’s R-2 customers received LIHEAP payments in 2023.''° During the evidentiary hearings,
National Grid confirmed that roughly 30 percent of its R-2 customers receive LIHEAP

dispensations, meaning that around 100,000 R-2 customers do not receive assistance.'!! Thus,

108 Exhibit EDF-CLF-JRC-1 at 80:1-2.

199 1d. at 80:9-81:4.

1O MEDA Exhibit 1.0 at 16:300-17:313.

1 Cross Examination of National Grid Customer Panel, May 6, 2024 Evidentiary Hearing Tr. Vol. 1 at 211:13-20.
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National Grid’s proposed Rate R-2 will only provide true energy affordability to a fraction of its
low-income customers.

The Department should thus direct National Grid to reconfigure its proposed Rate R-2 such
that all customers pay no more than 3.1 percent of their household income for electricity bills (i.e.,
those customers achieve energy security) without assuming those customers receive a LIHEAP
distribution. To accomplish this goal, the Department must order National Grid to provide greater
percentage discounts for customers at the lowest end of the income spectrum.

The Department should take this action because it promotes affordability and equity, two
factors the Department must consider in making decisions. See G.L. c. 25, § 1A. A robust low-
income discount rate that guarantees energy security is especially critical at a time where National
Grid proposes historic capital investments that will drive rate increases. The investments generated
by the energy transition threaten to heavily burden low-income customers if these customers do
not have a low-income discount rate which ensures energy affordability. Also, as MEDA witness
Howat notes, achieving equity demands the Department revamp the low-income discount rate
because race and energy insecurity are tightly correlated. He explains that Black households are
nearly three times more likely than White households to be unable to use heating equipment
because of disconnection or failed equipment and twice as likely to experience some form of

energy insecurity.!!?

The Department would thus promote both racial justice and equity by
approving a robust low-income discount rate.
IV.  CONCLUSION

The Department’s decisions in this case will set the stage for the Commonwealth’s clean

energy future. The statutes and regulations adopted by the Commonwealth in recent years establish

12 MEDA Exhibit 1.0 at 57:113-116.
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a clear policy signal: the transition must be just and it must protect and benefit low-income
customers and environmental justice populations.

As EDF describes in this brief, the Company’s proposed investments and programs do not
promote an equitable transition and are contrary to the Commonwealth’s and Department’s
goals. The Department should therefore reject National Grid’s problematic proposals and adopt

EDF’s recommendations.
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