MA DPU Electric Grid Modernization Working Group
Steering Committee Meeting #6
May 22, 2013

Fort Point Room, Atlantic Wharf Bldg, 290 Congress St, 2nd Floor, Boston
DRAFT Meeting Summary

The meeting began at 9 and ended at 5:00 
Please see the website for the meeting agenda and all the PowerPoint presentations and other documents used during the meeting.
Below is a high-level summary of the meeting.  Appendix A contains running notes from the meeting (unedited) and Appendix B contains the attendance list.
9:00
Introductions and Agenda Review - Dr. Jonathan Raab 

Dr. Raab, as the facilitator, welcomed attendees and reviewed the day’s agenda. Dr. Raab informed Members that the D.P.U. will likely allow a 3 week period for to file comments after the report is completed. Recommendations on the D.P.U.’s post-Report filing process on grid modernization will be discussed at the next Steering Committee Meeting.   
9:05
Regulatory Frameworks/Cost-Effectiveness

Goal: To further discuss regulatory framework alternatives (both comprehensive and targeted/complementary proposals) and cost-effectiveness threshold issues; to consolidate alternatives where possible; and to have Members reveal their preferences

Documents:
1) Updated Compendium of Regulatory Proposals (including a matrix summaries of both comprehensive and targeted/complementary proposals) Note: updated compendium will be posted 5/17 COB, and recent proposals from AG, NGRID, RESA already posted under Steering #5

2) Cost-Effectiveness Framework—Posted on Steering #5
Regulatory Frameworks

· Tim Woolf started the morning session with a presentation that summarized the Comprehensive and Complementary Regulatory Policy Models submitted to date. He initiated a discussion on the concept of pre-approval included in the comprehensive proposals, asking the Group whether pre-approval would be extended to all or some customer-facing (including meters) grid-facing GM. In addition, he asked what would be the forum for pre-approval: in a base rate case, GM planning or as part of a future test year rate proceeding.  Next, Tim presented a slide he created on cost effectiveness and pre-approval linkages for different grid modernization activities such as time-varying rates, demand response programs etc. (see slide). Comments made by Members and facilitators on their interpretations of pre-approval and cost effectiveness requirements for the GM activities included:

· The pre-approval process and implications varies by proposal
· Pre-approval still requires an adjudicatory proceeding to receive cost recovery, like energy efficiency

· Pre-approval represents a contract with the utility on scope and budget as set in the pre-approval stage, similar to relationship with a contractor. Once project is completed, utility paid. Another option would be a contract on scope and review of whether costs were reasonable and prudent after the project is completed

· Need definitions for what constitutes emerging, developing, mature and conventional grid modernization, but unlikely will be able to define these terms in this process

· Joint utility proposal flexible, could include pilots – wouldn’t necessarily include a strict cost-effectiveness test, but would include review of related costs and benefits
· Pre-approval is about aligning utility plans with state policy goals

· AGO proposal (customer-facing), utility gets pre-approval of plan and budget but would not have guarantee of cost recovery as would still need to file a base rate case, and would only recover expenditures from test year forward (not money spent prior to the test year). 
· DPU could create cap on budgets for pilots
· Pre-approval of TVR proposals could include approvals for tariff/rate design and all costs to implement

· If plan requires pre-approval (such as the PBR plans submitted), it should also require some type of public cost-effectiveness test
· Would storm hardening activities be within the scope of grid modernization and require pre-approval and cost-effectiveness?
Comprehensive Regulatory Proposals

Next, Tim presented a slide on the different cost recovery approaches included in the comprehensive regulatory models (see slide). Members made comments on cost recovery including:
· AGO’s proposal for customer-facing GM investments would require pre-approval but cost recovery would not occur until base rate case. If utility makes investments in GM years before its next base rate case, if proposal approved, utility would be allowed to recover costs as does now as part of capital plant additions.

· Major differences between NGRID and ISO PBR proposals --  both require pre-approval of costs in rate case and future test year, but  ISO plan would extend for 5 years, could have periodic review, and has more metrics required than NGRID PBR.  NGRID proposal would extend for 3 years, using existing metrics  

· NGRID 1 year  Cap Ex Extension proposal is similar to utility joint proposal – all investments and cost for expansion of cap ex budget would be provided in filing for review/pre-approval

Dr. Raab took a straw poll of Members preferences for Comprehensive Regulatory Proposals—polling first on their first choice and then on which models they could support in addition to their first choice (i.e., if the DPU took their first choice off the table). He clarified that the straw poll can serve to show preferences for different plans with existing details; Members can reach out to one another to gain additional support for their plans and tweak the details to satisfy other Member interests.
Complementary Regulatory Proposals

Tim provided an overview of the Complementary Regulatory Models (see slide). He separated the Complementary Models into 2 categories: 3 proposals provided by National Grid were labeled Complementary Models I; 2 proposals provided by ESA, 1 proposal provided by RESA and 1 provided by ENE were labeled Complementary Models II (see slides). Dr. Raab commented that preferences for complementary models are not in lieu of (but rather in addition to) selecting comprehensive models.  Comments by Members and the facilitators included:
· Should complementary model for storage be a principle instead of a regulatory model – Agreement that storage and phase-in models should be dropped from the complementary model category, but translated into principles
· NGRID distribution services model is a transitional model that allows some distribution priced services but would not change existing categories (customer and demand charges) used today

· ENE model advocates for a statewide Grid Modernization advisory council, similar to energy efficiency model that would serve to vet the utility grid modernization filing before submitting it to the Depart

Dr. Raab conducted the straw poll of Member preferences for the Complementary Regulatory Proposals. 

The Group briefly discussed Meter and Data Regulatory models. The group debated whether the RESA proposal was a regulatory model or if the underlying premise of that proposal, that utilities not allowed to offer TVR but leave it to the competitive suppliers, should instead be included as a Principle. RESA responded that the critical element for grid modernization (advanced meter deployments) and TVR was making the data accessible to 3rd parties; use of the data as critical to cost-effectiveness question.  But agreed that this would probably work better as a principle/recommendations than a detailed regulatory model.
Dr. Raab indicated that in the afternoon session, the Group would finish the Cost-Effectiveness discussion but would now segue to a brief discussion of the NSTAR Pilot results to date.

11:35 NSTAR’s Smart Grid Pilot (Navigant & NSTAR)

Goal: Understand latest data on NSTAR’s pilot, and plans for completing pilot in 2013

Documents:

3) NSTAR Smart Grid Pilot Technical Performance Report #1 AMR Based Dynamic Pricing (Navigant, March 19, 2013)
Doug Horton of NSTAR provided an overview of the pilot and summary of an interim report on NSTAR’s Smart Grid Pilot (see slides).  Doug made the following points.
· The TOU/CPP/Control (25%) and PTR/Load Control (18%) groups achieved greatest load reductions (summer load reductions, average) – See slide.

· Challenging to keep participants involved throughout entire pilot; significant drop off
· In-home display helpful; web portal not used by many customers – mobile application would have been preferred in hindsight.

Doug responded to Member questions on the interim pilot results.

· Pilot provided NSTAR a lot of new information on processes and how full roll out would be deployed

· NSTAR tries to survey all customers participated in pilot, including those that dropped out, but doesn’t get a high response rate from those customers that disengaged

· Load reductions shown in the slides apply only to customers w/load controls not all customers

· NSTAR would probably not use a home area network enabled metering/communications technology for full deployment, but use an external network or other technology
Next David Wells with Navigant Consulting provided a brief overview of US experience with Time Varying Rates – specifically analyzing 9 TVR pilots that have moved forward to those that were planned but have not moved forward (see slides).  David suggests that pilots that have moved forwarded often have external funding, a business case, clear goals and path to cost recovery. Pilots that have not moved forward did not have a strong business case, customer participation and encounter opposition from consumer advocates.  He also suggested that low enrollment during deployment suggests high customer participation rates in pilots can be misleading.  One Member asked whether evolving technology would make enhance customer participation and engagement – David indicated results of past pilots don’t answer that question.

Cost-Effectiveness  
During lunch, Tim Woolf initiated the discussion on cost effectiveness by laying out 5 major threshold issues (see slide).
· Should DPU require explicit cost effectiveness test – and for which GM activities

· Define cost effectiveness test to use (TRC, Societal etc.)

· Decide on whether to include Qualitative benefits

· Define Qualitative benefits to be included (Reliability, Resilience, Risk etc.)

· Define objective of cost effectiveness analysis

Next Tim provided an overview of 3 key cost effectiveness tests – Societal Cost, Total Resource cost and Program Administrator Cost Tests (see slide).  Members discussed the merits and shortcomings of each of the tests and how any one of these tests could be applied to grid modernization.  Comments made by Members and the facilitators included.
· Framework may be a better way to describe cost-effectiveness than as a test

· How would 3rd party costs and benefits for GM investments be taken into account with these tests/frameworks?  (Not incorporated in EE tests as part of TRC today.)
· DPU uses TRC test to mediate between customer and utility costs/benefits. Is it appropriate for DPU to weigh in on 3rd party costs/benefits—since they don’t regulate them?

· Qualitative benefits such as innovation and economic development have significant value but hard to quantify and incorporate in C-E analysis
· Any investment a utility seeks pre-approval for should have a public C-E “airing” – this should be a Principle

· Another Principle – For GM investments, benefits should exceed costs

· Rigid definition of C-E may overweigh some investments at the expense of others

· Using C-E tests is a non-starter for clean energy community as GM benefits more difficult to quantify than EE

· Should separate cost allocation as distinct step from cost/benefit or C-E analysis

· TRC or societal tests good starting points for GM. Tests should be flexible to account for risk and difficult to quantify attributes – providing all costs and benefits to DPU

· To decrease risk, utility may seek pre-approval of assumptions, which would entail vetting of all assumptions before approval.  Others were concerned that this transfers risk unfairly to ratepayers
Different coalitions of Members (clean energy, utilities, AG/low-income) agreed to submit C-E proposals. Facilitators requested that the proposals should answer the 5 C-E threshold questions/issues, and agreed to put out a response template.
1:55
Feedback on Draft Report 

Goal: 
1) Chapter 2—Goals, Opportunities, (and Barriers)--Any essential additional opportunities to add; any critical edits or additions to barriers?

2) Chapters 1 (Introduction); Chapter 3 (Grid Mod Taxonomy); and Chapter 4 (Background Information)—Any moderate to large substantive issues that need to be addressed (keep minor edits to subsequent meeting)?

Steering Committee discussed any “moderate” to “major” substantive concerns with chapters 1-4.  Some of the comments on the chapters included the following: (See running notes for additional details).

· AGO wants to add caveat language in Chapter 1, which it will draft

· Chapter 2, Members agreed to take out additional opportunities not directly from NOI but add footnote that additional opportunities and outcomes are discussed in Chapters 3, 4, and 5
· Chapter 2, AGO said it had greatly reduced its redline edits to the barriers and additions to the barriers section, but it did not yet have permission to release them to the Committee

· AGO wants description of smart grid pilots in Chapter 4 dropped, or if remains, will want its own framing language

· Members agreed that other edits (with expectation that these would be copy-edits to “minor” substantive issues—will be provide to Dr. Raab in redline next week (see To Do List below)
3:00
Principles and Recommendations

Goal: To refine and streamline principles and recommendations, and for Members to reveal preferences where multiple options on a particular topic 
Documents: 
1) Chapter 5 of Draft Report.  Note: Will be posted COB 5/16
 Dr. Raab led a discussion on the TVR-related  and other Principles and Recommendations that had multiple options to determine which Members supported a given option and which options were not supported by any Members (the latter were removed from the document). Members discussed and commented on issues such as 1) opt-in vs opt-out of rates and meters, 2) whether utilities or 3rd parties should offer TVR rates for generation, 3) remote connect/disconnect policies and 5) cyber-security/privacy rules. At the end of each discussion Dr. Raab took a straw poll so that the Members could see which Members supported which option at this time.  For a more detailed discussion of these comments, see the running notes.
4:45 
Gameplan for Remaining Meetings, & Next Meeting Agenda
Dr. Raab discussed the gameplan for the next meeting, and went over the To Do list with the Committee and identified deadlines for each item.  Before adjourning at 5, the Committee also discussed the possibility of a celebratory event at the end of the last meeting on June 17th.
1) Redline (mainly copy) edits Chapters 1-4--Members--COB Wed May 29th

2) AG—Ch3-Barriers substantive redline/adds –TBD Before next mtg.

3) AG—Redline to chapter 4 Pilots-- TBD Before next mtg.

4) AG—Report Caveat Language for Chapter 1—TBD Before next mtg.

5) Chapter 4—2nd Set of Grid-Facing Questions—(Tim/Utilities) by Tuesday

6) Cost-effectiveness write-ups—Clean Energy Coalition, Utilities, AG, Others?— COB Thurs May 30th

7) Ch 6 Regulatory Options— COB Thurs May 30th

a. Comprehensive Models (AG, Joint Utilities, NGRID, ISO/Bridge)-- 1-2 page description (rationale, regulatory oversight, ratemaking/cost-recovery, performance targets (if any)—leave out cost-effectiveness for separate section

b. Complementary Add-Ons (NGRID, ENE)—1/2 to 1 page description and rationale

8) Ch 5 Principles/Recommendations – Clean Energy, Utilities, AG, Others— COB Thurs May 30th (clean not redline)

9) Chapter 3—DG Language—AG/Malkin/Fran/Jennifer/Peter (JDR)—Call TBD

10) Agenda for Steering Committee #7 (6/5/13)—Raab

11) Steering Committee #6 Meeting Summary—DPU/Raab

12) Post DOER and NE CEC C/E documents, and redlines from Steering #6—Raab--May 23

13) Post Updated Report and Regulatory Option, C/E, and Principle/Recommendation Submittals –Raab—COB May 31

14) Chapter 6 Introduction—Tim—29th Regulatory Models/Monday

Appendix A

Running Notes (unedited)

Q/C = Question/Comment
R = Response

9:00
Welcome & Agenda Review


Dr. Raab goes over agenda.  Clarifies post-filing report process to members:  DPU will allow for comments, expected to be about a 3 week window.  Ground rules state that comments should not be inconsistent with the comments in report.  Process recommendations to DPU going forward will be discussed at next meeting.  We assume that groups will continue to learn and positions will be able to evolve as process unfolds at DPU.  This is not your final word.  

9:05
Regulatory Framework/Cost-Effectiveness


Goal:  To further discuss regulatory framework alternatives (both comprehensive and targeted/complementary proposals) and cost-effectiveness threshold issues; to consolidate alternatives where possible; and to have Members reveal their preferences.


Documents:

1)  Updated Compendium of Regulatory Proposals (including a matrix summary of both comprehensive and targeted/complementary proposals)

2)  Cost-Effectiveness Framework
Tim Woolf presents slides on summary table of Comprehensive Models: Threshold questions surround pre-approval, public cost-effectiveness tests, and cost recovery method (base rates vs. rider)

Q/C: Do all proposals include a preapproval of a GM plan, as opposed to preapproval of a budget? 

R: not necessarily, AG’s proposal includes Annual Reporting to DPU.

Pre-Approval of Budgets discussion:  Should it be for all or some activities? Meters? And in what forum does pre-approval occur in base rate case (which does not allow for cost effectiveness), GM plan filing, future test year?

Tim presents slide that brings Cost-Effectiveness review and Pre-approval together for certain GM activities.  

Q/C: What is the definition of public cost-effectiveness test? 

R: perhaps “External” is better word than public.  External to internal process utility currently performs. Would be presented to DPU in filing and intervenors will get a chance to review and comment. 

Q/C: What is meant by pre-approval? Impact on Risk & reliability?

R: Utility presents a filing with its plan & budget, and DPU would review and “approve” plan, and as long as implementation was prudent, utility would get cost recovery. Similar to EE. 

Dr. Raab: “pre-approval” does vary by proposal.  

Q/C: pre-approval synonymous with EE. There are still checks and balances. Still have to go through adjudicatory proceeding to receive final cost recovery.  However, what about activities which have “No” under DPU preapproval?  Perhaps there should be some threshold or boundaries surrounding those.

Q/C: pre-approval is simple. There’s a contract between contractor/utility surrounding scope and budget of project. Project is completed and you pay them. Other option is there is contract on scope, then there is review of whether cost was reasonable and prudent. What is the distinction between Developing GM and Mature GM? Assumes that there is cost distinction (higher cost?) for Developing GM investments? How do you determine?

R: we can’t define Emerging GM, Developing GM, etc. in this process. 

Q/C: Utility consensus model allows for flexibility of pilots. Develop proposal to meet certain goals, which may include pilots. Could include conventional investments. 

Q/C: Does utility proposal also include cost-effectiveness test?

R: It could, but may not be a strict test. 

Q/C: At the rate that technology advances these days, distinguishing between mature GM and conventional GM may never happen.  Agrees with Henry about Pre-Approval. It is about aligning utility’s plans with policy goals of state. Fundamental nature of utility is providing safe & reliable service. 

Q/C: Clarifying question on the source of Tim’s slide.

R: Tim’s recollection of discussions, meeting summary notes, etc. 

Q/C: not sure distinction/definition of Mature/Conventional is useful. Conventional means “what is the standard?” Is it that other GM investment is “incremental” to conventional?  In AGO proposal, utility would get preapproval of budget and then would file rate case in which review of costs/benefits would occur. Preapproval does not guarantee cost recovery. For pilots, there should be some review or pre-approval by DPU in order to justify spending $ on pilots.  

Q/C: CLC’s preference would be for DPU preapproval so that goals are aligned with $. For pilots agree with AGO. Perhaps there is a cap on pilot budgets similar to EE. 

Q/C: framework is constructive, but needs to be expanded. From Competitive retail mkt perspective. Expand chart to include customer information systems & access to platforms/data. 

R: that is a separate issue. 

Q/C: like the storage association’s phasing of investments.  If we want to move regulatory framework to where mature/conventional GM investments are included in tracker, then we would want some pre-approval component.  What would you be preapproving with TVR? Obviously approve the tariff/rate design, but would also include all costs to implement TVR (metering? Back office?).  Do we need to make a distinction between the two? 

Q/C: How do the bottom rows (Mature/Conventional GM) apply to PBR models? Would those be yesses? 

R: Plan could be comprehensive looking forward what is level investment that will meet policy goals – multiyear plan looking forward. A PBR is developed from that plan with specific budget. Yes those investment cots would require pre-approval. Would all be part of the plan. 

Q/C: Solar group supports PBR.  If a plan requires preapproval, then it should require public cost-effectiveness.  

Q/C: Does this include the “storm hardening” activity & investment that we talked about in previous taxonomy? Was under assumption that we had agreed that those investments/activities were within the scope of GM. 

Q/C: we need to incentivize deployment. On one hand preapproval presents some burden and may slow things down. On the other it offers security.  Shouldn’t focus on what is emerging and what is mature. 

Tim presents next slide on Cost Recovery proposals/approaches:

AGO clarifies proposal: Utility files plan, gets preapproval of budget (CF only), implements plan, then files rate case to recover costs in year between approved plan and rate case.  

Q/C: how does this facilitate GM investment? 

R: get dpu “blessing” that this is reasonable plan.  So some additional certainty. 

AGO R: understanding that these are capital additions, so treated the same. 

Q/C: prohibitions against single issue rate cases in MA? Could company come in for rate case in year 2 or 3? 

R: No prohibition. AGO does not endorse it, but no prohibition. 

Q/C: perhaps put examples on these cost recovery options so ppl can better visualize differences. 

Q/C: PBR proposal includes a preapproval component, similar to NG’s proposal above with annual review of implementation. 

Q/C: NG’s 1-yr cap ex proposal is consistent with utility consensus proposal. Keeps current regulatory structure for NG (cap ex tracker), but expands it for add’l required GM investments. 

Dr. Raab: What are major differences between NG’s Future Test Year and ISO/Bridge PBR model? Performance metrics?

R: 5 years is a long time, and technology changes rapidly. What is the nature of add’l performance measures? We have to balance what we need to measure vs. all the things we’d like to see.  

R: not a lot of differences. It’s all in the details.  5 yrs is a detail. Metrics are a detail. Time to discuss and develop these. 

Q/C: in NG’s cap ex expansion, is the incremental investment specific and limited to GM, or is the total cap ex include all NG’s capital investment? 

R: There would be pre approval & review of GM plan and investment.

Straw poll: Dr. Raab takes straw poll of members based on current knowledge to see where ppl stand now.  Will do poll twice.  Pick your favorite and then we will ask what you could live with.
10:35 Break
Q/C:  straw poll was helpful but tweaking of plans could change voting significantly.  How does that thought get incorporated into the report?  
R:  (Dr. Raab) Proponents of regulatory framework proposals can reach out to others to gain votes.

Q/C:   Proponents may need to clarify questions that come up about plans.

Q/C:  Rename proposals to Option 1, 2, etc. (don’t tie to specific party)

Q/C:  Proponents will be free to explain the model they propose.

Q/C:  Should view these proposals as an evolution of where we are to where we want to go.  May not be mutually exclusive proposals.

Q/C:  Maybe a FAQ section would be helpful so proponents can answer them.

Q/C:  All proposals will require rate cases or major filings.

Move on to complementary models to get views and straw poll.
Tim provides an overview of complementary models.
Q/C:  Ngrid clarifies that its model moves towards specific distribution services, not away from customer and demand charges.  Can incorporate TVR, DR, etc. into their model.  How do we align ratemaking with what is being demanded by the grid?
Q/C:  are complementary models needed if their purpose is picked up by the comprehensive models?  
R:  (Ngrid) TVR and DR are singled out because new devices are needed to provide that service.  (Ngrid) TVR is important enough to leave in as a separate complementary model. 

Q/C:  Metering model dropped as covered by comprehensive models.

Q/C:  Helpful to the DPU to get specific thoughts for specific technologies.  May be able to include those thoughts in the principles or recommendations.

Q/C:  Filing specific to meters does not cover enough of what is needed for grid mod.
Q/C:  Are complementary models in lieu of comprehensive models?  
R:  (Dr. Raab) No.  Some may prefer not to vote on complementary models because they favor a more comprehensive view of Grid mod.  People are voting solely to determine if the complementary model should be included in the report.

Q/C:  Need to stay technology neutral

Q/C:  Does there need to be a separate model for storage?  Should it be a principle instead?
 Storage technology model and emerging technology phase-in models dropped.
Grid mod advisory council discussed.

Q/C:  Objective to institutionalize the stakeholder input process and reduce the regulatory burden on the DPU.  Similar to EE advisory council.  Statewide or by utility?

R:  (ENE) Statewide.
Q/C:  Would stakeholder forum be used by a utility to vet its plan before filing with the DPU?

R:  (ENE) Yes.

Straw poll taken

Meters and Data model discussed
Q/C:  Should also include question of who provides TVR utility or competitive market?  Significant policy shift so should include discussion of how it impacts the competitive market.

Q/C:  Should this be a principle instead of as a model?

Q/C:  Modern grid should be a platform for the competitive market.

Q/C:  Unclear of the competitive question regarding the provision of TVR.  Suppliers could offer better and different TVR vs. plain vanilla from the utility.  Default service has not resulted in customers choosing competitive suppliers, so the same could happen with TVR if it is offered by the utility.
Q/C:  Must answer the questions of what will be done with the data that will be created with the installation of AMI meters.  Who will have access to it?  Use of data is critical to cost-effectiveness question.
Dr. Raab discusses a revision to the agenda.  Quickly cover NSTAR pilot and then work over lunch.

11:35
NSTAR’s Smart Grid Pilot (Navigant and NSTAR)


Goal:  Understand latest data on NSTAR’s pilot and plans for completing the pilot in 2013


Documents:

1)   NSTAR Smart Grid Pilot Technical Performance Report #1 AMR Based Dynamic Pricing (Navigant, March 19, 2013)

Doug Horton provides an overview of the pilot and a summary of an interim report on NSTAR’s smart grid pilot.  The goal of the pilot was to achieve 5% reduction in peak and average usage.  Difficult to get customers engaged and keep them engaged.  Customers who did participate saw significant energy savings.
Q/C:  Is the load reduction across all customers or just those with load control?  
R:  (NSTAR) Just for customers with load control.

Q/C:  Any data on how many customers saved money on the pilot? 
R:  (NSTAR) Not sure.
Q/C:  Are you surveying all customers, including drop outs?  
R:  (NSTAR) Yes.  Drop out response rate is expectedly low.

Q/C:  Much more data granularity in the final report.

Q/C:   What will go in the final report and what will the review process be?  (NSTAR) It will be similar to FG&E final report.

Q/C:   Renters versus owners as a breakdown?

Q/C:  How much new information will the utility gain from the pilot.  
R:  (NSTAR) A lot new information learned regarding processes and how a full roll out would be deployed.

Q/C:  Home area network versus AMI?

R:  (NSTAR) Tendril network may have shortcomings for a full deployment.

Navigant provided an overview of the US experience with TVR.  Assumptions or participation and enrollment are often much higher than reality bears out (NSTAR had a significant drop–out rate during its pilot).  Self-selection bias in pilots overstates actual participation for full deployment.
Q/C:  How does a utility demonstrate savings to customers?  
R:  (Navigant) Depends where you are in the country.  SW US has significant monthly savings to customers due to AC penetration.

Q/C:  Are utilities with high penetration rates opt-in or opt-out?  
R:  (Navigant) Not sure
Q/C:  Will evolving technology make customer participation and engagement easier?

Q/C:  How are TOU rates structured?  
R:  (Navigant) TOU rate structures would add a significant layer of detail to the analysis.  Difficult to break down the information to that level of detail.
12:00  Lunch break

Tim leads a Discussion of cost-effectiveness.  Powerpoint presentation summarized
Attempt to answer high level questions as a group and try to come up with three models for C-E.

Threshold issues identified.

Different C-E tests summarized.  

Q/C:  Program administrator cost test not just a utility-specific test, must also meet other goals.  Always underlying ancillary issues for every C-E test.

Participant benefits will take on a much larger role for grid modernization.

Societal test includes benefits to entities outside the utility and the participants (environmental externalities).

Need to define what the non-quantifiable benefits are and where do they fit in each C-E test.
Q/C:  Framework taken from energy efficiency.  How could you allocate societal benefits in the TRC test?  
R:  (Tim) Need to determine who the beneficiary is first.

Q/C:  Is the test for a specific investment or a portfolio of investments?  (Tim) Need to determine the objective of the analysis.  May not need to apply a C-E test for all utility activities.

Q/C:  Perhaps framework is a better word than test for C-E.  Need to get away from the concept of a bright-line test.
Q/C:  We need to define “business case” in the context of C-E.

Q/C:  Where do you account for 3rd party costs and benefits for investments?  (Tim) Theoretically the TRC test takes account of these costs and benefits.  Slightly different than how the TRC test has been used in the past.  Must include costs and benefits.

Q/C:  If bill impacts are all you care about than utility costs are all that matters.  Can use the test to rank investments to take a least cost approach.

Q/C:  Function of TRC is appropriate given the DPU’s role.  Is considering 3rd parties outside the DPU’s authority?  Policy call from the DPU.
Q/C:  Enabling innovation and economic development has significant value, but it is very hard to quantify.
Q/C:  Qualitative option values should be considered, but they are difficult to incorporate into a C-E test.

Q/C:  Recognize that C-E tests have limitations.  Can’t consider everything in the C-E test.  This should be a principle.

Q/C:  Anybody connected to the grid is a customer.  Utility can’t consider 3rd party costs and benefits.  Need to discuss the business case.

Q/C:  C-E must not be considered for 3rd parties.  Bill impacts are important.

Q/C:  Should we identify attributes and criteria for C-E tests rather than voting on which test to use?  (Tim) No time for such an analysis.

Q/C:   Could try to figure out if tests that were developed for EE can be translated to grid mod.  Map the list of costs and benefits to the C-E tests.

Need feedback on the threshold questions.

Q/C:   Which C-E test you use will speak to how you answer the threshold questions, so it may be “cart before the horse” to answer those questions first.

Some of the threshold questions need to be tied to principles.

For any investment that the utilities come in for pre-approval should include a public C-E airing.  Principle?  Yes.
Q/C:  Need to focus on comparing investments so that the most cost-effective investments are made.  May need a portfolio of investments rather than “overweighting” for a specific investment.

What framework should be used for airing the costs and benefits?  Should it differ by investment?  
What C-E test should be used for customer-facing investments?  

Q/C:  Need to make it clear that ultimately you need to evaluate if the benefits exceed the costs.

Principle:  For grid mod investments the benefits should exceed the costs.

Q/C:  How does that jibe with prioritizing investments?  Rigid definition of C-E may overweigh some investments at the expense of others.

Q/C:  Should we add column for relative C-E and other public policy considerations, such as 3rd party costs and benefits.

Q/C:  Straw poll approach may not work for C-E frameworks.  Customer-facing investment may only benefit a specific class of customers, so the C-E test you employ may be different than for an investment that may benefit all customers.  
R:  (Tim) C-E tests are not good at distributing effects on individual rate classes.

Agreement to fill in the matrix with list of costs and benefits and where they fit in each C-E framework.
Q/C:  Using C-E tests is a non-starter for the clean energy community as many of the benefits are so much more difficult to quantify when compared to EE.  Need to drop EE-based C-E analyses.

Should groups present their own proposal for C-E?  (Clean energy, utilities, AG/low-income, etc.)
Q/C: Parties should write up proposals.  How utilities conduct C-E evaluation is not on the chart currently.  Utilities looking to serve their customers in the cheapest and most reliable way.

Q/C:  We will have to include non-quantifiable benefits in the analysis.  
R:  (ISO-NE) Cost allocation is a separate step for C-E analysis.

Q/C:  Tests that are listed have “baggage” attached to them which is tainting people’s view.  May be able to tease out aspects from each test that will satisfy more Members.

Q/C:  Need a better idea of each party’s proposal.  Recommendation should be a list of what the group agrees on and what they don’t agree on for C-E framework.
Q/C:  Business case should identify all the assumptions that went in to the analysis.  Would indicate why a specific C-E test was chosen to present the business case.  It would make it clearer if the benefits did not materialize as expected.

Q/C:  How would resilience benefits fit in to the C-E framework?  Can you conduct an economic analysis that would quantify reduced outages.

What is the common sense framework that should be used to evaluate grid mod investments?

Q/C:  TRC or the societal test are a good starting point for grid mod.  The TRC has successfully driven investments in EE.  Test needs to be flexible to account for risk and other hard to quantify attributes.  Must present all costs and benefits to the DPU so they can decide how to quantify each.

Q/C:  Pre-approval is a non-starter.  Anything that is included in the C-E analysis is being quantified.  Cost allocation may drive which framework you use.
Groups agreed to write up their cost-effectiveness proposals before the next meeting.  Proposals should at least answer the 5 threshold questions.
1:55
Feedback on Draft Report 

Chapter 1: discussion on whether this chapter is limited to DPU’s direction in NOI. AGO to submit proposed caveat language about what report is and isn’t. CF and GF should be defined in the text (not footnote).  

Chapter 2: 

Opportunities: #8 clarify GHGs from electric sector vs. generating plants. Should objectives be limited to NOI? Should add’l opportunities not in NOI be moved to principles? 

Should the scope be beyond automated DA, etc. (e.g. system hardening in taxonomy)? 

Dr. Raab suggests footnote to note that we discussed opps other than those stated in NOI, but those are stated in Principles/Recommendations.

 Barriers: Drop or keep? 

Q/C: - Barrier #5 needs to be expanded – affordability is a barrier. 

Tim Woolf clarifies that barriers mean – “what are the barriers for achieving GM? Regulatory barriers that prevent utilities from achieving opportunities identified.” 

AGO will circulate minor edits and add a couple. 

Q/C: suggests making footnote more prominent unless we can get consensus on barriers.

Chapter 3 – Taxonomy: 

Q/C: role of DG as a resource is not captured sufficiently in definitions – DG could provide services or benefits to distribution grid.  

R: Incorporate in outcomes of Distributed Resources, perhaps.  

R: DG as opportunity vs. DG as threat to reliability.  This document does not recognize DG as significant resource and report should be clear.  

David Malkin will work with DG group, Utilities, and AGO to get language right. 

Q/C on DG as opportunity: language in outcome #3 of DG – seems to be one-sided to intermittent/variable resources. 

Dr. Raab: is there something missing in Taxonomy related to dispatchable/continuous DG (non-intermittent)? 

R: may not apply to all types of DG.  Q/C: need to flesh out optimize demand. 

Chapter 4:  Dr. Raab explains layout of Chapter 4: walk Commissioners and audience WG’s fact-finding mission/process. 

Q/C: concerns on discussion on pilot programs. 1) does not accurately characterize pilot programs & 2) inclusion of prelim pilot results suggests that there should be reliance on those results by the DPU.  Solutions: 1) remove discussion about pilots, 2) note there are ongoing pilots and give status update.  AGO will have extensive redlines if there is extensive discussion on pilots. 

R: status/info on pilots are part of WG’s fact finding, so to remove them from report would ignore that.  

R: could note that we reviewed pilot info, but not include it as part of report. 

Q/C: Finds pilot info useful. Don’t see why we can’t include it. AGO’s initial caveat about this info not being evidence should cover their concern about pilots. 

Q/C: willing to let it go if it will facilitate moving forward. However, there are many stakeholders who are not part of this process, but will find this useful in the report. 

Q/C: urge facilitators to reflect varying opinion where appropriate rather than throwing sections out.  Could include all documents as electronic appendix.  

Q/C: recommends leaving pilots in, with footnote that pilots are subject to separate DPU proceeding. 

Raab: not trying to take position on the pilots, just describe info that was presented to group.  

AGO will draft a paragraph/disclaimer. 

Q/C: should include footnote or web address, not embedded link.  Clean up links to documents referenced.  

Q/C: Where are the third set of metering questions? 

R: all metering questions are incorporated. 2nd set of GF questions haven’t been included yet.  Need to run by DOER/DPU who were authors of questions. 

R: could summarize in paragraph what those questions/responses were, and then include responses as link in document.  

Q/C: comment on p.26 – suggests adding additional sentence re: DLC that while it is true you can do a DLC program without interval meter, measurement & verification becomes more complicated without interval data.  

Q/C: Clarification on p 16 – clarify that TOU for largest customers are distribution rates. 

3:20
Principles and Recommendations

Discussion on Principles & recommendations: 

Dr. Raab: for where there are multiple options, we need to identify who supports what option. And what options are unsupportable. Don’t have time to wordsmith today.  

TVR is not really discussed in the report except for the Principles & Recommendations section. 

Q/C: Used & Useful? Opt-in vs. Opt-out? Affordability? Concerned about allocation of costs related to TVR. 

Q/C: this assumes utilities are the ones providing TVR, and we think competitive markets should be the ones providing TVR. 

Discussion on who should provide TVR: 

Q/C: We should recommend that DPU open another proceeding on TVR. Too complex for us to decide here. We could offer list of Qs or issues for that proceeding to explore.  

R: NOI instructed us to explore TVR. 

R: DPU is not opposed to that recommendation, but would be great if this group could include as much as possible key insights to the extent possible to guide the DPU. 

Dr. Raab: TVR for Distribution rates vs. Supply rates.  If the utilities offer TVR… poll

Q/C: What is the justification for those who voted for supply only TVR rates? 

R: not sure what cost justification is for TVR on distribution rates. 

Opt-in vs. opt-out of TVR poll: 

Q/C: clarifying comment vs. #1 or #2 – if analysis or Cost effectiveness/business case depends on a certain level of participation then that opt-in vs. opt-out decision should be made based on that analysis depending on the plan. 

Q/C: opt-in vs. opt-out could be phased in.  

Q/C: for certain rate classes, TOU rates are mandatory now. Need to clarify with respect to new forms of TVR (CPP etc.).  TVR should be optional; question of whether it should be opt-in or opt-out. 

Q/C: RESA does not object to utilities offering TVR for distribution rates, but when TVR is offered for supply rates that is where we feel utilities should not interfere with competitive market. 

Q/C: Doesn’t understand how opt-in vs. opt out applies to whatever the default rate is.  

Q/C: Utilities are required to provide basic service and we should not be recommending basic service to be a mandatory TVR/TOU rate. Making this mandatory will not bode well with consumer advocate community.  

Opt in vs. opt out of meters:

Q/C: metering is part and parcel of electric service. Should not be able to opt out of the meter.

Q/C: there are folks now that are requesting to opt out of AMR meters in NG’s service territory. 

Q/C: charging customer to opt out of meter seems reasonable solution to a small group of customers that have real concerns in their minds. 

Remote connect/disconnect options polling:

Q/C: do these principles include the current regulations regarding shut off procedures?

R:Yes

Q/C: remote disconnection & shutoffs should follow current and approved rules regarding customer protections. otherwise, you will have to file motion to change rules with DPU. 

Q/C: Disagree with previous comment. Remote disconnect should not be an operational functionality on installed smart meters at all. 

Privacy/Cybersecurity: 

Should DPU approve a privacy/cybersecurity plan prior to approving a metering plan? Or can we look at it as part of metering and advanced communications proposal? 

Q/C: does that mean that DPU has to have a proceeding on cybersecurity & privacy before metering filing?

R: yes. 

Q/C: Was not under assumption that we would need to have a separate proceeding on CS&P before you did anything at all.  

R: AGO clarifies utilities could submit Cybersecurity &Privacy plan with GM/metering plan if the DPU deemed that appropriate. 

Q/C: Doesn’t look like there’s a lot of disagreement on these options.  AGO want to ensure that there is a plan prior to meters being installed. 

Q/C: this wording assumes that Utilities are not already sensitive to cybersecurity.  Suggest wording that  “cybersecurity, privacy, and interoperability are key considerations and key elements of any GM plan filed by the distribution companies.” 

Q/C: these should be a required element of any GM plan.
4:25
Gameplan for Remaining Meetings & Next Meeting Agenda

Dr. Raab laid out the options:  1) pick this up next time and work though it all as a group, 2) break up into smaller groups and put the principles into buckets (see how they fall out among the groups), 3) small group convenes to try to work through the issues on behalf of the group.
Q/C:  Will the smaller groups work on the same or different principles?  
R:  (Dr. Raab) Each group (clean energy, AG, utilities, etc.) comes up with their own principles.

Q/C:  Should we develop alternative principles?  
R:  (Dr. Raab) No, pick one of the principles we have or come up with a new principle.

Q/C:  Option 2 will result in a list of many new principles and set the process back.  Post edits of the goals and principles from each Member or group on the web site by a date certain and discuss the edits at the next meeting.

(Tim)  Come up with 2 or 3 principles under each goal that you think will be non-controversial
Q/C:   We need to avoid starting from scratch on the goals and principles.

Q/C:   Make it clear what the next meeting will entail early on so the group has warning about the agenda for the next meeting.

Homework
One or two page description of comprehensive regulatory model that was proposed by each party that proposed a model.  One to two paragraph descriptions for complementary regulatory models.  In by May 30th.
Try to whittle the list of regulatory frameworks down to 3 or 4 options
Get non-substantive edited versions of chapters 1-5 to Jonathan and Tim by May 29th.
AG has red-line to barriers and a red-line to pilot language and a caveat for the report for chapter 1.  Due TBD.
Cost-effectiveness write ups (main features and rationale) due May 30th.
Red-line of goals and principles to be posted on the web site due by May 30th.
Work on DG language for chapter 3 (call)
Utility response to 2nd set of grid-facing questions (should be posted on the web site)
Agenda for last meeting (Party!)
5:00
Adjourn
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