Potential Grid-Facing (and Overarching Grid Mod) Principles/Recommendations
(Principles below were from 4/10/13 Grid Facing Subcommittee.   Some were submitted by AG, DOER, and GE—while others through discussion and brainstorming at the Subcommittee.  This is meant to be a starter list for the Steering Committee’s consideration and does not constitute a set of recommendations by the Subcommittee.)

Grid Mod Responsibility:

1. Grid modernization is a core responsibility of the DPU and Massachusetts electric distribution companies.  
Planning & Investment:

2. Distribution company investments in “step change or advanced” capabilities, activities, and enablers should be dictated by the following:

a. Desired outcomes, as ordered by the DPU

b. Existing enabling technologies already in place on the network; 

c.  Geographic and demographic  characteristics of each utilities’ service territory

d. Cost-effectiveness of alternative capabilities, activities, enablers for the desired  outcome

3. DPU should issue an order that lays out the desired outcomes (e.g., optimize demand, integrate demand resources, etc. ) of the modernized grid taking into account but not limited to the capabilities, activities, and enablers (in chart) along with cost recovery/cost-effectiveness framework and timeframe—allowing the utilities to respond thru company-specific compliance filing(s) (one time or periodic plan filings?)

4. (AG) When evaluating potential grid facing investments, utilities should continue to consider and evaluate all available options to achieving a desired outcome and should seek to minimize ratepayer impacts in achieving those outcomes.  (For instance, utilities should evaluate both technology and non-technology options (such as tree trimming) that are available for improving the reliability of the distribution system.)
5. (AG) Utilities should consider the results from the ongoing Massachusetts smart grid pilots and other relevant pilot programs when evaluating potential grid facing investments.
6. Some capabilities, activities, and enablers would benefit from pilot programs

7. Utility “plans” would need to account for long-term, multi-year efforts

8. Grid modernization could be embedded in 5-year capital investment plans or could be one time grid modernization compliance filing (needs further discussion)
9. Investments should right size equipment to take into account expected needs and desired functions over the expected life  

Cost-Effectiveness:

10.  Distribution company investments in “step change or advanced” capabilities, activities, and enablers must be cost-effective while maintaining a safe and stable transmission & distribution system, but that determination of cost-effectiveness should be made on the basis of a more comprehensive set of potential benefits – including, but not limited to:

· Reliability improvements as measured by Value of Lost Load 
· Societal and customer benefits associated with integrating higher levels of distributed resources

· Other??
11. Cost-effectiveness should include the whole range of benefits  and could include both quantifiable and qualitative benefits
12. (AG) Grid facing investments that utilities choose to make must be demonstrated to have proven benefits and must be cost effective technologies.  Like any other investment, utilities must be held accountable for estimated costs and benefits of grid facing investments.
13. Consider a relative cost-effectiveness standard (e.g.., comparing competing investments  against each other) rather than an absolute cost-effectiveness standard (e.g., must have a benefit/cost ratio of 1.0 or greater)
14. Safe & reliable service within reasonable budget

Risk & Reward/Cost Recovery: 

15. Capital investments in new and innovative “step change or advanced” capabilities, activities, and enablers are inherently more risky than investments in traditional assets.  Although distribution companies currently bear the downside risk of disallowance if these investments underperform, they should also have an opportunity to capture or share upside risk when investments outperform expectations.  The principle of risk symmetry is essential to promoting innovation.
16. (AG—Also under C/E above) Grid facing investments that utilities choose to make must be demonstrated to have proven benefits and must be cost effective technologies.  Like any other investment, utilities must be held accountable for estimated costs and benefits of grid facing investments.

17. Use the prudent, used, and useful standard

Cost Allocation:
18. (AG) Grid facing investments should be justified as beneficial to the customers that will pay for the costs of such investment through distribution service charges, and cost allocation and assignment principles should apply to determine cost responsibility for investments.

Cyber-Security and Privacy:

19. (AG) Grid modernization raises new, complex, and potential dangerous issues relating to security of the distribution grid, as well as customer-specific information.  The DPU should require the utilities to develop and seek approval of Cyber-Security plans, policies, and protocols.  Utilities should have reporting requirements to demonstrate compliance with protocols.  Note: Portion of the plans may require confidential treatment to ensure system security.

Discussion: Should DPU do a separate cyber-security proceeding first, before utilities submitting cyber-security plans? What other standards being developed elsewhere should disco’s considering implementing?  Utility grid mod plans could include cyber-security in context of grid mod road-maps.  Can use NARUC publication.

Interoperability:
20. The utilities should be required to meet interoperability standards that are consistent to industry standards and subject to Department review and approval, although such investments should have proven benefits and be cost-effective.   [Note:  Utilities should adopt the same standards where possible; and could potentially develop a common set of standards as follow-up to this proceeding.]

DOER (provided the following principles/objectives—but asked to keep as placeholder for now but planned on updating in consultation with other members—so not integrated above for now).

DOER believes all stakeholders have these shared top priorities and guiding principles in developing a strategy for grid modernization in the Commonwealth:  

1. To chart the rate of progression toward a system that is becoming more modern, effective, resilient, reliable, reactive, transparent, safe, and resource integrated.

2. To ensure fair cost recovery of utility capital investments and program expenses and provide a predictable approval path for utility investments.

3. To ensure reliable service from the electric utilities at minimum cost to stakeholders: 

a. Reliable electricity 

b. Delivery of effective Energy Efficiency Programs, and 

c. Streamlined interconnection of distributed resources

4. To promote efficient use of local energy resources 

a. Enabling distributed resource integration reduces spending $22 Billion on energy resources out of state

b. Distributed Resources (generation, efficiency, and EV’s) reduce economic and environmental costs

5. To contribute to the Commonwealth’s clean energy goals (Gov’s and Legislature’s)

6. To be consistent with the Commonwealth’s principle to “Make Efficiency a First Fuel” 
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