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�
I.	Introduction





The Massachusetts Electric Restructuring Act of 1997 provides DOER with oversight and coordination authority for ratepayer-funded energy efficiency programs, and requires the Division to file annual reports with the DTE on energy efficiency program funding levels.  The Act also requires DOER to monitor the progress in meeting statewide energy efficiency goals, and file annual progress reports with the Legislature.  During 2001, DOER must assess whether ratepayer-funded energy efficiency programs should continue past the initial five year term and it must make recommendations to the Legislature.





In October of 1998, the Division of Energy Resources asked Raab Associates, Ltd. to explore the possibility of convening a stakeholder advisory group to assist DOER in formulating rules and regulations on its oversight and coordination role and the formation of statewide energy efficiency goals and supporting metrics under the Massachusetts Electric Restructuring Act of 1997.  





The purpose of this assessment was to gather information from a range of stakeholders with regard to their views on the broad goals of the 1997 Act, the potential roles DOER might play in energy efficiency programs through 2002, and whether and how an advisory group might assist DOER in developing its oversight and coordination role.  





The remainder of this document includes two primary sections.  Section II is an introduction and brief description of the methodology used in this Issues Assessment.  Section III details our findings on the specific questions we asked.





The team working on this project consisted of Dr. Jonathan Raab, President of Raab Associates, Ltd.  and Patrick Field, a Senior Associate at the Consensus Building Institute.








II.	Scope of the Assessment





We interviewed 25 stakeholders, including DOER and DTE representatives, from 13 November through 30 November 1998.





We spent approximately 45 minutes with each of the interviewees.  Most of the interviews were conducted via telephone.  Some interviews involved more than one individual associated with a single organization or concern.  Our write-up is confidential in that specific viewpoints or perceptions are attributed to general stakeholder groups, but not by name, position, or organization.  The list of sample questions used as a basis for the interviews is attached (see Attachment A).  





We obtained the names of individuals to interview from a list generated by DOER.  This list included those stakeholders already involved in various utility collaboratives, stakeholders who represent key constituencies such as low income ratepayers, and stakeholders who will have an expanding role in the restructured market such as power marketers.  





Our team interviewed representatives of  numerous agencies and stakeholder groups.  For conciseness and to preserve anonymity, the comments are organized within four broad stakeholder groups:  utilities, ratepayers, state government, and non-utility energy efficiency businesses and organizations.   





The stakeholder groups, subcategories of stakeholders, and specific organizations we interviewed from each are listed in the chart below.  A complete listing of those interviewed is attached as Attachment B.


�
STAKEHOLDER GROUPS AND ORGANIZATIONS INTERVIEWED





STAKEHOLDER GROUP�
SUBGROUPS�
ORGANIZATIONS�
�
UTILITIES�
�
Boston Edison


COM/Cambridge Electric


Eastern Edison


Massachusetts Electric


Western Mass. Electric�
�
RATEPAYERS�
Low Income �
National Consumer Law Center�
�
�
Residential�
Attorney General’s Office


MASSPirg�
�
�
State Facilities�
Division of Capital Asset Management�
�
�
Commercial and Industrial Customers�
Associated Industries of Massachusetts


The Energy Consortium�
�
STATE GOVERNMENT �
�
Division of Energy Resources


Department of Telecommunications and Resources�
�
NON-UTILITY ORGANIZATIONS�
Energy Service Providers�
Northeastern Energy Consortium


Peregrine Energy Group�
�
�
Regional Coordinators�
Northeastern Energy Efficiency Partnership�
�
�
Environmental Advocates�
Conservation Law Foundation


�
�
�
Aggregators�
Cape Light Compact


Town of Haverhill�
�
�
Independent Marketers�
ENRON


New Energy Ventures�
�



Please note the following explanation of why we categorized certain parties as we did.  We categorized the Attorney General as a representative of ratepayers, including the AG in that broad stakeholder category, and not under state government.  We also considered the Division of Capital Asset Management as representing state facility ratepayers and thus identified the Division as ratepayers.  Although MASSPirg advocates on behalf of the environment as well as consumers, we included them under the ratepayer category.  Although aggregators represent a collection of ratepayers, as a new kind of player in the electricity market who might administer programs as well as utilize them, we included them in the non-utility category along with other current players (ESCos for instance) and emerging players (power marketers).  Readers should also note that at least some representatives may have more than one affiliation.  A person representing a utility may very well sit on the board of an organization such as Northeastern Energy Efficiency Partnerships (NEEP).  An advocacy organization may represent both ratepayers and environmental interests.








III.	Issues Assessment Findings





Based on our interviews, we have identified, not surprisingly, a range of views on the issues.  For instance, there is not broad agreement on the completeness of the goals stated explicitly in the 1997 Act nor on which should carry the most weight.  However, there is broad agreement that energy efficiency goals for the Commonwealth are very important to provide both a framework and a direction for energy efficiency programs.  Similarly, there is not a clear consensus on the role DOER should play in the next four years.  Yet, there is broad agreement that DOER ought to clarify its role in regard to establishing overall goals, measuring progress toward those goals, and clarifying its role vis a vis the DTE.  In addition, there is close to unanimity among stakeholders interviewed that DOER should not become an adjudicator.  Finally, there is substantial support for convening a stakeholder group to advise DOER on its future coordination and oversight role.





A.  Goals for Energy efficiency in Massachusetts





There is general agreement among those that we interviewed that the goals laid out by the legislature are desirable.  The four goals include:  allocate equitably among customer classes; capture lost opportunities; emphasize market transformation; and, provide energy efficiency services to low income customers.  However, our interviews suggest that there are a range of views on the relative importance of these goals and if they are inclusive and broad enough.  





Some believe that the goals are, in fact, more in keeping with objectives for allocating budgets rather than overarching policy goals.  Thus, the Act is deficient, or at least not explicit, about more inclusive goals for energy efficiency in the Commonwealth.  Two, some believe that there are additional goals that ought to be acknowledged and sought after.  Three, some, particularly utilities, view any additional goals offered with great concern.  Many utilities worry that additional goals will lead to DOER developing detailed metrics for measuring progress, creating burdensome and inefficient reporting and monitoring requirements.





Some stakeholders are concerned, especially some in state government, ratepayers, and non-utility organizations, that the Commonwealth does not have broad,


overarching energy efficiency goals.  Some interviewees pointed out that the legislation itself articulates broader goals in other parts of the legislation.  The four potential overall goals suggested by some interviewees are:





•	increase overall energy efficiency by reducing the Commonwealth’s consumption of energy per unit of state domestic output;





•	reduce overall energy use (and not merely the rate of increase of energy use) in the Commonwealth as compared to a baseline year;





•	improve the Commonwealth’s environment by reducing air emissions, including overall emissions of greenhouse gases; and,





•	promote economic development in Massachusetts by reducing costs for municipalities, business and residents and growing the nation’s preeminent energy-efficiency business sector.





Other stakeholders, particularly non-utility stakeholders, note the following possible additional goals that DOER should consider:





•	develop a competitive infrastructure for market-based energy efficiency services;


•	produce direct energy savings for consumers;


•	reduce environmental impacts of energy production;


•	reduce market barriers; 


•	ensure that the broad goals are compatible with the new competitive marketplace;


•	ensure the broad goals are compatible with the municipal administration of energy efficiency programs;


•	ensure on-going investment in energy efficiency programs (via the existing mechanisms, the market, or some other means);


•	increase efficiency of the energy efficiency programs;  


•	reduce the Commonwealth’s dependency on outside fuel sources; and,


•	build public and political support for energy efficiency programs.





All utility stakeholders expressed satisfaction, at least for now, with the four goals stated explicitly in the Act.  While acknowledging that there might be other goals to consider, their overriding concern is that with additional goals, DOER will impose burdensome reporting requirements  Some interviewees noted that this strong concern could easily dampen an open dialogue regarding energy efficiency goals for the Commonwealth.  In order to promote an open discussion, some suggest that DOER should be clear up front regarding the level and kind of reporting that will be expected by the agency.








Comments on, and Prioritization of, the Goals





The interviewees were asked to distribute 100 points among the four goals and any additional goals they mentioned.  Some parties were reluctant to scale the goals in this way.  However, the following general results were obtained.





All parties note that serving low income customers is legislatively-mandated and important. Those interviewed generally considered this goal already fixed and somewhat distinct from the other three goals.  Many noted that this goal is really a subset of the goal of equitable allocation.  Some did note that they are concerned that given the set aside for low income customers, other customer classes may receive less than their fair share of energy efficiency benefits.  Some stated the importance of spending low income funds wisely and efficiently.





Utility Views on Goals


Utility interviewees were by no means uniform in scaling the other three goals described.  Some noted that market transformation is the most important goal because the state should seek to create a customer demand so that by 2002, the programs require less or even no ratepayer funds (except for those classes less likely to be transformed, such as low income ratepayers).  Others believe that equitable allocation is particularly important so that no customer class feels “cheated” by subsidizing another class.  Yet others believe that lost opportunities ought to be emphasized, in particular, over  market transformation programs, because lost opportunities are easier to capture and to measure.  Some emphasized that the “softer” and more diffuse market transformation programs will not deliver the kinds of concrete, measurable results that the legislature is seeking.





State Government Views on Goals


State government interviewees were generally reluctant to allocate different weights to each of the four goals, noting that all four must be sought in a balanced fashion.  One stakeholder said:  “The goals are like children.  Sometimes one needs attention over others, but all are important.”  However, some state government interviewees expressed skepticism regarding the actual benefits of market transformation programs and noted that capturing lost opportunities is likely to be a more realistic and achievable goal.  Some state government interviewees noted that equitable allocation among customer classes is too rigid a goal and prevents the Commonwealth from achieving maximum energy savings.





Ratepayer Views on Goals


All ratepayer stakeholders interviewed noted the importance of equitable allocation among customer classes.  These interviewees expressed strong dislike for cross-subsidization among customer classes.  Most expressed the importance of paying out equitably what is paid in.  The interviewees did note the exception for low income customers and supported, or at least would abide by, the funding requirements established by the legislature.  Ratepayer interviewees did not generally express a strong preference between market transformation and lost opportunities goals as long as the resulting programs saved their customers money and the funds were distributed equitably among classes.  However, some interviewees noted that market transformation may be key in eventually eliminating all together the cost of energy efficiency programs embedded in electric bills








Non-Utility Businesses and Organizations Views on Goals


Non-utility businesses and organizations expressed a range of views on the two of the four goals other than services to low income customers and equitable allocation.  Some expressed a preference for emphasis on market transformation over capturing lost opportunities.  They noted the potential of market transformation and its long-term impacts on energy usage and efficiency in Massachusetts.  Some noted that market transformation is key in the new marketplace and that lost opportunities programs would eventually become anachronisms.  Others stated that energy efficiency programs will continue to need stimulus and public policy/regulatory support over time.  Others placed more emphasis on lost opportunities because programs can more easily be developed, implemented, and their success measured.  Some noted that while generally market transformation is a worthy goal, as market transformation programs have come to be defined, they are diffuse, difficult to measure, and of less concrete value.  Some noted that as long as both result in reduction in energy usage and related air emissions, one is not preferable over the other.





Most non-utility stakeholders placed less emphasis on the goal of equitable allocation among customer classes.  However, some noted that DOER and DTE should relax “rigid” requirements except broadly along low income, residential, and commercial classes, so that entities such as municipalities can decide how best to couple their energy efficiency dollars with other goals such as economic development.  Others noted that there is an inherent tension between the goals of maximizing savings through capturing lost opportunities and emphasizing market transformation and the goal of equitable (but perhaps inefficient) allocation among customer classes.








B.  How to measure progress toward these goals





Interviewees noted several points regarding how to measure progress toward state-wide goals.  Many noted the importance of DOER establishing metrics for the goals outlined.  Utility companies, while amenable to this idea, stressed the importance of DOER keeping at the “50,000” foot level and minimizing burdensome reporting requirements on the utilities.  Others stressed the need to synchronize DTE and DOER reporting requirements.  Most parties noted that measuring progress toward the equitable allocation, low income services, and capturing lost opportunities will be simpler and more clear cut than measuring progress toward market transformation.  Some noted that DOER should pay particular attention to measuring the success of market transformation programs to determine if they truly move the market as intended.





Many noted that the metrics utilized by DOER must speak to the legislature.  For instance, “megawatts saved over 5 years” does not speak directly to legislators and their constituencies.  “It’s cheaper to live in Massachusetts because X number of new homes are Y dollars cheaper to operate,” or “Z dollars less are leaving the Commonwealth because of energy efficiency programs” are examples of metrics volunteered by interviewees that could speak to legislators and voters.








C.  DOER’s  Future Role





The interviewees were given four potential roles DOER might play and asked to respond to these roles.  The roles are:  as a policymaker and/or rulemaker; as an adjudicator of company-specific energy efficiency programs, plans, and budgets; as a negotiating party at the collaborative negotiating table and intervenor in front of DTE; and, as a facilitator helping to bring parties together to reach agreement.





There is not clear agreement on what is the most effective role(s) for DOER to play in guiding energy efficiency in the newly restructured electricity market.  Some believe that DOER should carve out a clear but limited role and allow the market and the utilities to provide the expertise to achieve the state’s broadly stated goals.  Others believe that DOER must be in the forefront of energy policy in Massachusetts and set clear, bold goals for increasing energy efficiency in the next five years, pulling reluctant actors along.  However, all interviewees noted the conflict between DOER continuing to serve as a party at the negotiation table and attempting to become an adjudicator.  While many parties expressed concern about the effectiveness and current direction of DTE, they still stressed that DTE should continue to serve as the final adjudicator of energy efficiency programs in Massachusetts.  Almost all interviewees stressed that DOER should clearly delineate its role vis a vis the DTE.








The following results are arranged according to the broad stakeholder groups.





Utility Views on DOER’s Future Role


Utility representatives were in agreement that DOER should not play an adjudicatory role.  They noted the following reasons:





•	DTE already has the infrastructure and staff resources to be the adjudicator.  DOER would have to establish an entirely new role, new rules, and staff expertise, with all the related and expected difficulties and inefficiencies of a new organization;


•	utilities would be faced with two sets of rules and two decisionmaking bodies, creating inefficiency, confusion, overlap, and inconsistency; and,


•	a DOER adjudicatory role would certainly hamper if not end the open communication DOER currently shares with the parties.





Most utilities believe that DOER has done an adequate to a superior job as a party at the table in the collaboratives.  While some expressed concern about the time it took to negotiate the most recent settlements, many noted that DOER has been an effective, clear, and able negotiator at the table.  The utilities noted the value of having a state agency with whom they can communicate prior to the Commonwealth (through the DTE) rendering final judgments.





Most utility representatives are comfortable with DOER setting broad policies.  However, they are less comfortable with DOER setting detailed requirements.  Utilities are generally opposed to DOER making specific rules and regulations.  As one utility representative described it:  “DOER should describe the what, not the how.”





Utility views regarding DOER as a facilitator are mixed.  Some noted that DOER has been effective in helping bring diverse parties together and has aided in resolving outstanding disputes prior to parties appearing before the DTE.  Others, however, noted that DOER’s success at facilitation has not been particularly effective due to the policy and political agendas they often must bring to the table.  Yet others believe that DOER can play a facilitative as well as negotiator role, helping to bring parties together to forge consensus, while at the same time providing the parties feedback on how well specific programs are or are not meeting overall state goals and guidelines.





State Government Views on DOER’s Future Role


All state government interviewees expressed concern about the potential of DOER playing an adjudicatory role.  Some noted that DOER simply does not have and will not have the resources -- in terms of staff and infrastructure -- to hold hearings and issue formal decisions.  Some noted that serving as judge would be inefficient and raise numerous conflicts with DTE.  Would DOER and DTE expend numerous resources attempting to clarify who does what, often “throwing the ball” back and forth on issues that cannot be clearly assigned to one agency or the other?  However, at least some state government interviewees noted that the Act may assign some responsibility for decisionmaking to the DOER that cannot be ignored.  





DOER may be legally required to issue decision in certain areas -- particularly if its makes its own rules.  If DTE interprets cost-effectiveness narrowly (i.e., DTE focuses only on whether programs pass a cost-effectiveness test threshold rather than looking whether individual programs can be made more cost effective), then a whole host of program design questions will have to be reviewed and perhaps even approved by DOER.  State interviewees noted that it may be that DOER is a “first among equals” as an intervenor in front of the DTE.  DOER would have no formal adjudicatory responsibilities but would weigh-in influentially on how closely proposed programs did or did not conform to state policies and guidelines.  At the least, interviewees suggest that DOER and DTE should work out a clear assignment of roles and responsibilities soon, possibly through a memorandum of understanding.





The question of policies and guidelines raises issues regarding DOER’s role as a policymaker versus rulemaker.  Most state interviewees believe that DOER should lay out the broad road map for energy efficiency, and that the utilities should develop specific plans, with DOER’s assistance, to ensure that they are consistent with and moving toward state-wide objectives.  Most state interviewees suggested avoiding, as much as possible, the formal and time-consuming role as rulemaker.  





Most state government interviewees expressed comfort with DOER as party at the collaborative negotiating table and as a facilitator, where appropriate.  However, at least some state interviewees noted that DOER should focus its limited resources on setting overall goals and objectives, and reducing its role as one of many parties in settlement negotiations.  Also, some felt that the facilitator role might be a step backwards since DOER is an effective negotiator and now has a stronger, legislatively-mandated policy role.





Ratepayer Views on DOER’s Future Role


Ratepayer representatives expressed a diverse range of views on what role(s) DOER should play in the future.  All ratepayer interviewees agree, as noted by other stakeholders, that DOER cannot play both a negotiator and adjudicatory role.





All those interviewed believe that DOER should and must set broad goals and policies and advocate for their achievement.  However, ratepayer interviewees offered divergent goals.  Some believe that the DOER ought to set clear and quite specific guidelines for all programs such as every dollar expended ought to result in at least 5 kwh of savings per year.  Others believe that DOER must push the Commonwealth to achieve overall energy reductions, even if this means restructuring energy efficiency programs by wresting control away from the utilities.  Some ratepayers believe the DOER must work with utilities to standardize programs and bring consistency across incentives and administration, particularly those entities whose facilities stretch across two or more service territories.





Some believe that DOER has done an effective job as a facilitator and should continue to do so.  For instance, some note that DOER has done an effective job in bringing various state agency concerns to the collaboratives.  Others note that DOER has helped parties to overcome impasses.  However, others note that there is an inherent conflict between a party/advocate role and a facilitative role.  Some interviewees note that once DOER begins to attempt to balance, rather than accommodate, the diverse interests of various stakeholders, DOER will lose its ability to negotiate and advocate effectively.  DOER may, intended or not, water down the strength of proposals (and the legitimate disagreements about those proposals) when they come before the DTE.





Non-Utility Businesses and Organizations Views on DOER’s Future Role


All interviewees in this stakeholder category also expressed concern about the potential of DOER playing an adjudicatory role, citing the reasons noted by other stakeholders.  However, some interviewees expressed concern about the current role DTE has played in supporting energy efficiency programs in Massachusetts.  While expressing strong reservations about DOER playing more of an adjudicatory role, some non-utility interviewees believe that if DTE does not promote energy efficiency programs through rulemakings and decisions, DOER might have to step “into that void.”  Some stated that if DOER takes on more of an adjudicatory role, they will likely be excluded (as the DTE is now) from the negotiations where potential programs are thrashed out.  All interviewees expressed an interest in keeping DOER a part of the “hurly-burly” of events rather than as a judge far removed from the discussion.





Non-utility parties expressed an interest in DOER establishing broad goals and objectives for energy efficiency in Massachusetts.  For instance, DOER could help establish goals and priorities for research and development.  Research areas might include better understanding the structure of key markets, analyzing energy efficiency operation and maintenance practices, and detailing consumer preferences.  Some noted that DOER ought to identify government mechanisms for market transformation, such as tax credits and efficiency standards.  Some parties believe that DOER can be most effective by setting the overall parameters and boundaries of negotiations through key policies rather than by merely being one of many negotiators.  Some noted that DOER, in their policy role, must work with parties to formulate policy goals up front and then develop clear evaluation processes to determine if the goals are being met and how programs might be adjusted to better meet the goals.  While utilities do generate detailed statistical reports, interviewees noted, DOER should reflect upon and analyze this information from a policy perspective.  Some note that DOER can help bring greater uniformity and efficiency to regional and cross-utility efforts, particularly in market transformation initiatives.





Most non-utility interviewees were comfortable with DOER as a negotiator and intervenor.  Others noted that if DOER takes a more active policy and evaluation role, then this role as “a party,” may become too difficult and time consuming to play.  Some note that DOER should advocate more actively for municipalities.





The non-utility interviewees noted several points about DOER’s potential facilitative role.  Some suggested DOER might play more of a mediative role, helping to resolve disputes among parties prior to hearings before the DTE.  For instance, DOER might help broker an agreement among parties at an impasse in a collaborative or other collective undertakings.  DOER could facilitate among all state agencies to ensure coordination and consistency with state energy policy.  Many non-utility interviewees also noted that importance of DOER ensuring broader participation by new entrants in the emerging markets.  Many note that Massachusetts has developed a set of “usual suspects” who have gained a great deal of expertise about how to implement energy efficiency programs under the old market structure.  However, with significant change, the non-utility parties note the importance of including a broader set of organizations and individuals in the conversation.  As one interviewee said, “It cannot be the same institutional actors talking to one another.”  These parties view DOER as the appropriate entity for bringing new players into the discussion.  But at least one interviewee felt that DOER should use independent, professional facilitators so that they could remain in the thick of the negotiation process as a party and advocate.





In addition to the type of role(s) DOER should play, those interviewed noted specific activities/issue areas that DOER might pursue.  These are listed below as potential options/ideas for DOER to consider:





•	Sponsoring technical forums;


•	Identifying specific programs and evaluations that should be addressed jointly;


•	Identify government mechanisms for market transformation, such as the establishment of state-wide energy efficiency appliance and building codes;


Consider supporting tax credits;


•	Facilitating joint work, where appropriate, between gas and electric utilities;


•	Helping to coordinate all programs directed toward low income consumers, including ECS, DOE-funded programs, and gas and electricity programs;


•	Keeping abreast of changing energy markets and their effects on energy efficiency in other states and jurisdictions;


•	Establishing shared assumptions such as estimated kwh savings per X motor to ensure consistent assumptions used in cost-effectiveness modeling;


•	Promoting local economic development and educating/supporting municipalities who undertake energy efficiency programs;


•	Determining how to estimate longer-term market effects of programs after the program is completed;


•	Reviewing energy and dollar savings per dollar expended for all energy efficiency programs over the last ten years; and,


•	Identifying innovative ideas and programs in other states and helping to  transfer these innovations to the Commonwealth.








D.  The potential  content of DOER guidelines and policies 





Interviewees noted a number of specific issues that DOER guidelines and/or policies could include.  In general, many parties argue that the principles of flexibility, accountability, “less is best” and efficiency ought to guide the development of specific guidelines and policies.  More specific suggestions for items to include are:





•	overall state goals and objectives;


•	clear description of DOER’s role(s) -- are they a consensus builder, advocate, judge?;


•	separation of roles and responsibilities between DOER and DTE;


•	uniform guidelines on dollar and kwh savings goals;


•	uniform guidelines on shareholder incentives (though some note that DOER’s sign-on to five year settlements will make any DOER-led alteration to the status quo quite difficult);


•	how DOER will review metrics, budgets, and programs for consistency with state-wide goals and policies;


•	the data needed in 2001 and how DOER and others will gather and analyze that data prior to then;


•	how DOER will evaluate programs and feed back this evaluation into program refinement and redesign;


•	clarity and streamlining regarding filing requirements;


•	how better to link energy efficiency investments with environmental improvements;


•	how DOER will track changes and innovations in a new, competitive marketplace, both in Massachusetts, and across the country;


•	how DOER will assist and include municipalities;


•	how DOER will analyze the costs and benefits of alternatives for the administration of energy efficiency programs (Massachusetts model, central state or non-profit authority model, etc.); and,


•	requirements regarding whether or not utilities must engage in some kind of stakeholder/collaborative process in program design and administration





 Some have suggested that the guidelines should not include:





•	detailed, uniform program design guidelines; 


•	rigid requirements regarding equitable allocation; and, 


•	detailed metrics and methodologies for evaluating programs.








E.  The structure of Massachusetts’s administration of energy efficiency programs





Generally, but not entirely, the individuals we interviewed expressed medium to high satisfaction with the current structure of how energy efficiency programs are planned, administered, and implemented in the Commonwealth.  Parties note that the programs are generally working well, and many are the best in the country.  Utilities have been given the financial stake that they need to make programs work.  Where appropriate, utilities are working on a regional basis, seeking to streamline administration of programs and share resources in order to increase efficiency.  Utilities each have unique particular customer-bases, and utilities have developed programs to meet each service territory’s particular needs.  Parties note that the current structure allows for diversity and experimentation within the state, allowing for innovation and improvement over time.  The collaborative processes have developed a broad consensus on and constituency for these programs.  There has even been movement to more coordinated programs among utilities, and even greater regionalization of program design in some substantive areas (i.e., NEEP coordinated initiatives).





Most interviewees cite that other state’s experience with centrally-administered programs to-date is one of confusion, uncertainty, and the dismantling of existing, working programs.  Others expressed concern that if DOER required a restructuring of the whole system now, it would hurt progress made, disperse existing skilled resources pooled at utilities, and require new institutions and relationships to be built.  In general, the mantra repeatedly stated was:  “If it isn’t broke, don’t fix it.”  Nonetheless, many, but not all parties, support DOER gathering information from other states on how alternative administrative structures are working currently, and may be working in increasingly restructured, competitive markets.





However, there were some concerns mentioned and certainly some opposing views expressed.  Some non-utility and utility interviewees note that the recent settlement discussions took too long and bogged down in unnecessary detail.  These parties suggest a closure mechanism is needed, such as a scheduled hearing date.  Some non-utility parties note that energy efficiency programs have become too closely aligned with each utility, and that these programs’ identities must be divorced from individual utility’s identities.  Some non-utility parties note that in the new marketplace, the current utility-administered structure will become increasingly unnecessary and may even impede new players from integrating energy efficiency services into bundles of services.  In short, the structure is sufficient for now, but must adapt and change in response to a new market.  As one non-utility interviewee described it:  “In the new marketplace, there will be no reason to assume that ratepayers are getting the most out of dollars spent on existing utility-managed programs.”  





Some state government interviewees, non-utility parties, and many ratepayer interviewees expressed, at the least, concern about the administrative and shareholder incentive costs of current programs.  These interviewees pointed out the inherent conflict of interest for utilities who are rewarded both for selling and saving electricity.  At best, these interviewees believe that this leads to an uneven and reluctant pursuit of the most comprehensive, effective energy efficiency programs by utilities.  Some also questioned the ongoing value of the collaboratives and accommodating utilities who need to be “cajoled and coddled” to do the “right thing.” 





Some ratepayers expressed strong dissatisfaction with the current structure.  These interviewees believe that administrative costs can be reduced significantly by allowing some other entity and/or eventually the marketplace to administer these programs.  Some argue for customer-oriented, highly flexible programs that require only meeting a simple and clear test of X kwh saved per Y dollars expended.  Some argue that centrally controlled programs administered by a non-profit would be more efficient and effective in promoting energy efficiency.  These interviewees note that the current programs (and their management) are simply insufficient to accomplish the broader goals of consumer savings and environmental improvement.





Regardless of stakeholders views on the current structure, almost all parties noted that the market is in significant transition.  New players are likely to enter the fray, attempting to offer services in new and unexpected ways.  Investor-owned distribution companies are likely to go through mergers and acquisitions, altering the collaboratives over time.  At least some municipal aggregators are going to demand a much greater role in the delivery of energy efficiency services within their boundaries and to couple those services with broader economic development goals.





In the end, there was broad agreement that major restructuring of the way DSM programs are currently designed, implemented, and administered may be premature (or at least not politically possible).  In the short run, at least, the legislature “has spoken,” rejecting a more centralized model.  The only exceptions to embracing or at least accepting the shorter-term status quo were for new market transformation initiatives that might lend themselves to greater centralization; municipal aggregation; and perhaps some experimentation with large commercial/industrial company program design (“use it or lose it” types of programs).   In the longer-run, however, such changes may be necessary or even inevitable.   There was some concern noted that any movement to more centralized programs should probably not depend on DOER assuming the administrative helm.  Some point to the ECS program as an example of DOER’s shortcoming in this respect.  





F.  A DOER working group to advise the Division on its future oversight and coordination role





All interviewees are in support of an advisory group that would assist DOER in developing its oversight and coordination role in more detail.   Some interviewees stated that DOER must balance the need for inclusion with the need for an efficient, well-informed advisory group able to meet the needs of DOER in a short time frame (January to March 1999).  Others noted that representatives should represent some clearly defined, broader constituencies and/or organizations.  Some noted that representatives should be well informed of the issues so that the little time available is spent on substantive discussion rather than education.  Some expressed concern that if all utilities participate, other interests may be inadequately represented or even shut out all together.  Still others felt that anyone who wanted to participate should be allowed to do so.


�
ATTACHMENT A


INTERVIEW PROTOCOL








The new Massachusetts Electric Restructuring Act of 1997 provides DOER with new ratepayer-funded energy efficiency program oversight and coordination authority and requires the Agency to file annual reports with the DTE on energy efficiency program funding levels.  The Act also requires DOER to monitor the progress in meeting statewide energy efficiency goals, and file annual progress reports with the Legislature.  By 2002, DOER must assess whether Ratepayer-funded energy efficiency programs funding should continue past the initial five year term and it must make recommendations to the Legislature.





The Act requires that DOER hold public hearings followed by the promulgation of rules and regulations this Spring on its oversight and coordination role.  DOER also needs to determine what metrics it will use to assess progress toward statewide goals.  For both of these tasks, the Division is contemplating the formation of a working group of key stakeholders to assist it in its efforts.  





The purpose of this interview is to gather initial information from a broad range of stakeholders.  This, in addition to the preliminary input gained from the public hearing on November 17th,  will help DOER with its thinking on these matters and the design of a working group process.





In reports to DOER your answers will be identified only by your stakeholder type (e.g., utility, environmental organization) not your name or even company affiliation..








1.	Given that the Electric Restructuring Act requires that there be ratepayer funding for energy efficiency program from 1998--2002, do you have any issues or concerns with the status quo process for planning, designing, administering, and implementing ratepayer-funded energy efficiency programs in Massachusetts?





2.	The Act identifies four goals for energy efficiency in Massachusetts: 





1)	equitable allocation among customer classes; 


2)	adequate support for capturing lost opportunities in new construction, remodeling, and equipment replacement; 


3)	due emphasis to market transformation programs to eliminate market barriers; and 


4)	provide weatherization and energy efficiency services to low-income customers.





A. 	Are there other important goals for energy efficiency that DOER should monitor, not included in these four?  Delineate.





B.	If you had a 100 points to distribute among the 4 goals (plus any you identified) based on their relative importance, how would you distribute the points? 





C.	Explain why you ordered the goals as you did.  What’s the logic behind the ranking? 





3.	How will we know whether we are making progress in achieving each of these goals?





4.	Historically DOER has been involved in ratepayer-funded energy efficiency program issues as an intervenor in cases before the DTE and as a participant in company-specific energy efficiency collaboratives.  The recent Act gives it broader responsibilities for oversight and coordination, and requires it to promulgate rules delineating those new responsibilities.  DOER is in the process of evaluating various alternatives, and is interested in your thoughts.





A.	Of the following roles for DOER, which one or ones do you think make the most sense for the Division with respect to ratepayer-funded energy efficiency programs.  Explain why. 





1.	Develop energy efficiency policies, goals, and guidelines for all utilities to follow--potentially through formal rulemaking [policymaker/rulemaker].


2.	Review and approve company-specific energy efficiency programs, plans and budgets [judge/adjudicator].


3.	Negotiate settlements with individual utilities and stakeholders in individual company collaboratives [negotiator].


4.	Bring parties together to reach agreement on ratepayer-funded energy efficiency programs and issues [facilitator].





B.	When an administrative agency, such as DOER, takes on roles as both negotiators or facilitators of settlements and remains the ultimate judge/adjudicator of those same settlements, they typically must develop some type of functional separation within their organizations and assign separate staff to each function on a given case.  Do you think it would be beneficial to have DOER pursue both the negotiator (or facilitator role) and the adjudicator role?  If  DOER was not able to both negotiate and adjudicate, which role should DOER pursue to fulfill its responsibilities under the Act?  Why?





C	Across the country, stakeholders are looking at different ways to plan, administer, and implement ratepayer-funded energy efficiency programs than the historic Massachusetts model which relies heavily on individual utilities to manage and oversee ratepayer-funded energy efficiency program planning, administration, and implementation.  Some of the alternatives include 1) consistent statewide program design; 2) consolidated statewide program implementation; and 3) administration and oversight of ratepayer-funded energy efficiency programs by non-utility entities (e.g., a state agency, an independent non-profit or for-profit business, or a consortium of stakeholders).  





Under what circumstances or program type, if any, do you think these administrative arrangements would make sense for Massachusetts?  What role, if any, should DOER have under these approaches?





5.	Do you think there is a need for DOER to promulgate uniform guidelines, policies, or rules on ratepayer-funded energy efficiency program design issues or company shareholder incentives?  Why or why not?





6.	Are there any other thoughts you have about the ratepayer-funded energy efficiency program goals for Massachusetts or DOER’s oversight and coordination responsibilities?





7.	DOER is seriously contemplating forming a working group of key stakeholders to advise it as it develops oversight and coordination rules, and fleshes out the ratepayer-funded energy efficiency programs goals and supporting metrics.  The group would probably meet weekly in January to discuss the goals and review draft oversight rules, and then meet every other week in February and March to help DOER finalize the goals and supporting metrics.  Dr. Raab would facilitate the process.





A.	Do you think the formation of such a working group is a good idea?





B.	Is there anything else that you believe should be covered by this group?





C.	What types of organizations should be represented on the working group?





D.	Any other thoughts about the working group?
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LIST OF INTERVIEWEES








DATE


�
NAME/ORG�
�
FRIDAY, NOVEMBER 13�
David O’Conner, DOER


�
�
�
Pat Stanton, DOER


�
�
MONDAY, NOVEMBER 16�
Tim Woolf, Synapse Energy Economics, Cape Light Compact consultant�
�
�
Sue Coakley, NEEP


�
�
TUESDAY, NOVEMBER 17�
Barry Perlmutter, DTE


�
�
�
Rebecca Perez, AG


�
�
�
Julie Michals, DOER


�
�
WEDNESDAY, NOVEMBER 18�
Lisa Carloni, COM Electric


�
�
�
Bruce Ledgerwood, DOER


�
�
THURSDAY, NOVEMBER 19�
Liz Hicks, Mass Electric


�
�
FRIDAY, NOVEMBER 20�
Mike Townsley, WMECo


�
�
�
Carol White, Eastern Edison


�
�
�
Sue Nord, Enron


�
�
�
Scott Albert, BECo


�
�
�
John Manning, Peregrine Energy (NEEC)�
�
�
Bruce Paul, Energy Consortium


�
�
SATURDAY, NOVEMBER 21�
Rob Sargeant, MASSPirg


�
�






�
DATE


�
NAME/ORG�
�
MONDAY, NOVEMBER 23�
Steve Cowell, Conservation Services Group


�
�
�
Hope Davis, MA Asset Management


�
�
�
Barbara Kates-Garnick, New Energy Ventures�
�
�
Judy Silvia, AIM


�
�
TUESDAY, NOVEMBER 24�
Richard Kennelly, CLF


�
�
�
John Shortsleeve, Bay State Consultants, Town of Haverhill consultant


�
�
WEDNESDAY, NOVEMBER 25�
Janet Besser, DTE


�
�
�
Jerry Oppenheim, National Consumer Law Center�
�
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