MA DPU Electric Grid Modernization Working Group
Steering Committee Meeting #5
Tuesday May 14, 2013

Department of Public Utilities (5th Floor), 1 South Station, Boston
Final Meeting Summary

The meeting began at 9 and ended at 5:00 
Please see our website for the meeting agenda, 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). Appendix B contains the meeting attendance.
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 the Group NSTAR Smart Grid Pilot update would be rescheduled for the next Steering Committee meeting.  Dr. Raab also conveyed that he had received from Members three new regulatory framework proposals -- Attorney General, RESA and National Grid (white paper). These proposals would be posted to the web site sometime after today’s meeting.  
9:05
Regulatory Framework 
Goal: Review key threshold issues; understand current MA DPU practice; discuss the range of options and the specific proposals offered by Members; and reveal Members’ preferences

Documents:

1) Compendium of Regulatory Proposals (including a matrix summary of regulatory proposals)
Tim Woolf provided a presentation that included contextual information on MA Historic Electricity Rates, Current rates/riders and Current customer classes, Current Service Quality Standards, the Department’s Service Quality NOI docket, D.P.U. 12-120, and Regulatory Models Summary. The Members briefly discussed the Service Quality NOI and whether it would be possible to align the service quality findings from the NOI to recommendations in this Grid Modernization report. Members agreed that the two dockets (Service Quality NOI and Grid Modernization) should remain separate, as it would be too difficult to align the very detailed recommendations on service quality standards from the Service Quality NOI with the more high level recommendations in the Grid Modernization Report. In addition, the Department commented that the Service Quality NOI would not likely be completed by the end of June when the Grid Modernization Report is due to the Commission.
Next, the Attorney General, National Grid and RESA presented an overview of their recently submitted proposed regulatory models.

Attorney General

The Attorney General presented a multi-option regulatory framework proposal consisting of six distinct regulatory models. These models include: 1) the Existing Model – Base Rate Case and Service Quality Index Program model, 2) Grid-Facing Reliability Investment, 3) Metering and Advance Meter Rollout, 4) Targeted TVR/TOU, 5) Distributed Generation, and 6) Direct Load Control.  Responding to Member questions, the AG clarified certain aspects of her proposal.

· The AG commented that it is not suggesting that utilities necessarily move forward with all of these options; but for each option, these are the processes the AG recommends for ratemaking. 

· The different models could be grouped together by a utility into one proceeding, though if not grouped together, each would require a separate proceeding.  
· All models would recover costs in base rates, so a base rate case (historical test year) would be necessary.
· The Metering and Direct Load Control Models would require pre-approval; however, costs would be recovered after the fact in a base rate case.
· Utility can include cross benefits obtained from implementing two or more models in their proposals (i.e., distributed generation and reliability).

· DPU would still need to establish principles and guidelines for utility proposals in grid modernization.
· Advocating increased reliability standards for grid-facing investments
· TVR would apply only to commodity (generation) not distribution rates; potentially put out to bid with suppliers similar to basic service process.
· No pre-approval of grid facing projects would be required; costs recovered in base rates.
National Grid
National Grid provided a white paper that discussed four alternative “step change or transitional” regulatory frameworks to MA’s current model. The four alternatives deal primarily with the issues around capital investment and rate recovery and include:  1) Single-Year Annual Recovery (e.g., CapEx recovery mechanism), 2) Multi-Year Investment Budget, 3) Forecasted Test Year (Single-Year Model) and 4) Forecasted Test Year (Multi-Year model).  Responding to Member questions, National Grid clarified certain aspects of its proposal.

· Benefits and safeguards to customers will be reflected in improved levels of service, reliability and environmental benefits, which will be subject to regulatory review and DPU approval.
· Existing metrics would be aligned with goals for new investments; whether new metrics would be required would be determined later.
· Proposals promote utility investments in grid modernization by allowing cost recovery to exceed the current cap on CapEx, either through riders to base rate case or using future test year models.
· The regulatory options are a potential menu the DPU can choose from to implement different grid modernization goals; not necessarily a step-change.
· Cost estimates for projects (either customer or grid-facing) in its future test year proposals would not be based on an explicit cost-benefit test but rather a relative cost-effectiveness analysis of various options. 
Retail Energy Supply Association (RESA)
RESA represented by Direct Energy and Constellation presented a customer-facing regulatory proposal.. RESA’s proposal targets investments in advanced meters and systems to provide retail suppliers access to energy consumption data that they would use to develop products and services. At the core of RESA’s proposal is the fundamental principle that Utilities would continue to offer a flat basic service rate that would serve as a benchmark for residential customers; only the retail suppliers would offer a TVR Responding to Member questions, RESA clarified certain aspects of its proposal.
· The meters and data platforms would be paid for through utility rates (TBD), not by the retail supplier – though it would be worth exploring requiring retail suppliers to make investments and recover costs from customers for new services.
· Proposal would promote grid modernization by expanding customer education and engagement as well as introducing new products and services.
Electric Storage Association (ESA)

Tim Woolf presented an overview of the ESA proposal which includes three separate models seeking to promote investments in storage for both customer-facing and grid-facing investments; they are characterized as Utility Storage, Independent Storage and New Storage Technologies. ESA advocates that the model for new technology adoption, which would apply for energy storage (and could also apply to other emerging technologies), occurs in three distinct phases with different cost recovery standards.
1. Pilot for new emerging technologies – fixed budgets (i.e., smart grid pilots);
2. Mature but not conventional technologies that require a cost/effectiveness test (i.e., Energy Efficiency, Long Term Contracts);
3. Mature/traditional technologies that have no explicit cost-effectiveness test (i.e., utility grid-facing investments)

One Member suggested that the California Public Goods Charge may provide a good standard for promoting cost recovery and investments in new and emerging technologies.

Next, Tim Woolf led a discussion of the different regulatory frameworks provided to date based on summary tables he created (see Compendium of Regulatory Proposals matrix). Tim tried to characterize some common themes among the proposals such as regulatory oversight (pre-filings/pre-approvals, utility reporting requirements, etc.).  Tim also asked the group to comment on the distinctions between grid-facing and customer-facing. Several Members commented that the distinction was not helpful. However, one Member offered this insight:
· The more important issue is whether to retain historical test year or adopt a future/forecasted test year. The distinction between grid and customer-facing does not matter unless address the issue of what would incent the utilities to make new investments in grid modernization – using the current historic model or encouraging utilities to make investment in grid modernization with a future/forecasted test year. 

The discussion shifted to issues relating to historical and future test years such as pre-approval and a pre-filing. The DPU asked the group whether they think it would be appropriate to decide the historic/future test year issues in a generic docket or through separate utility adjudications of individual utility proposals.
Multiple members commented that the DPU needs to set out a clear vision and process for a grid modernization framework rather than wait for the utilities to provide a proposal and see what they suggest in terms of the appropriate regulatory framework.  However, some Members commented that the DPU framework cannot be overly prescriptive in terms of ratemaking models as the utilities will need some flexibility to suggest what makes the most sense in their specific situation.
1:00
Cost-Effectiveness Framework
Goal: Review threshold cost-effectiveness issues, understand options, reveal preferences, and seek agreement on threshold issues
Documents: 
1) Spreadsheet of Cost-effectiveness Issues & Options (including new worksheet entitled CE Current MA Practice) (and see also threshold issues highlighted on CE Framework worksheet)

Tim Woolf provided a summary of how cost-effectiveness tests are applied today (i.e., for energy efficiency and long-term contracts) and reviewed the cost-effectiveness framework decision points in the spreadsheet. Members raised the following issues on using a cost‑effectiveness framework for grid modernization:

· Should externalities be included; currently not explicitly taken into account;
· Not everything cost-effective is affordable;
· Reservations about using a particular cost-effectiveness test such as those used in energy efficiency for grid modernization investments;
· Cost benefit analysis could be applied to multiple investments that work together – look at total system and incremental benefits of discrete pieces;
· Total resource cost (TRC) test is a flexible idea; EE framework provides a good benchmark to apply to grid modernization analysis;
· Utility planning and investments are based on what need to do to meet public service obligations. Cost effectiveness analysis needs to incorporate benefits tied to meeting public policy mandates.
2:45
Time Varying Rates
Goal: 1) Questions for Barbara Alexander on default/basic service & TVR paper; 2) Discuss draft principles/recommendations on TVR 
Documents: 

1) Developments in Default or Basic Service Pricing in Restructuring States (Barbara Alexander, April 24, 2013) and separate summary matrix from the AG
2) Draft Brainstormed TVR Principles (excerpted from C-F Subcommittee document)

Barbara Alexander provided an overview of restructured state policies and implementation of TVR. Barbara responded to Member questions with the following comments.
· No utility offers an opt-out TOU rate for residential customers (except perhaps BCE PTR); all opt-in;
· IL utility has offered hourly TOU pricing service to residential but only secured 22,000 customers out of potential 4 million;
· Central Maine Power now offers a TOU basic service rate option but only 100s of customers have opted in for this rate – received ARRA grant to implement AMI meters;
· PPL in Pennsylvania offers an optional TOU rate for AMI meters – bids out to a retail supplier on a 1 year contract for the load. Model creates uncertainty for the retail supplier because of 1 year time frame of contract and need to have customers sign up annually for program;
· Baltimore Gas and Electric (Maryland) initially proposed a default service TOU rate but Commission rejected it; BGE has default (opt-out) PTR offering while Delaware utility offering PTR as opt-in;
· Duke and AEP in Ohio have completed pilot and in the process of phasing in TOU with CPP; no actual tariff yet been filed and approved.
Principles and Recommendations

Dr. Raab led a discussion on draft TVR-related Principles and Recommendations (See posted redlined version of TVR Principles and Recommendations document and running notes below for more detail).  During the discussion one or more Members recommended adding the following to the list of potential TVR Principles and Recommendations:
1. Foundational

a. Rates should be cost based

b. Prudent costs associated with time varying rates should be recoverable

c. TVR should be done in competitively neutral manner—not undermine competitive retail markets

d. Promotional efforts should be kept separate from rates (early adoption incentives)

2. Coverage 

a. Customer Classes?

· TVR should be available in all customer rate classes—although types of TVR may vary among rate classes

3. Type of Time Varying Rates

c. TVR should be based on the real time wholesale cost of power (energy, capacity, and ancillary services)

      7.
Customer Education Around TVR
b. Educate and engage customers for purpose of controlling energy use and support state’s clean energy goals

4:15
Draft Final Report Discussion

Goal: Provide high-level feedback on evolving structure/outline/content of Final Report—especially approach to goals/opportunities (and barriers)
Documents:
1) Partial Draft Report to DPU (see Chapters 1-3)

Dr. Raab reviewed the outline and draft sections of the Report to date. He explained that for the less controversial chapters (1, 3 and 4), Members may provide redlined edits. Dr. Raab indicated that drafts of chapters 4 and 5 would be available for Member review by Thursday (5/16) and chapter 6 would be available on Friday (5/17). No redlines edits would be accepted for the draft chapters until after the next Steering Committee meeting on 5/22.
4:45 
Gameplan for Remaining Meetings, & Next Meeting Agenda
Dr. Raab indicated that for the next Steering Committee Meeting on 5/22 approximately 40% of discussion would focus on regulatory models/framework (including cost-effectiveness); 40% on Principles and Recommendations; 15% on draft Report feedback; and 5% on NSTAR Pilot Update from Navigant.  
5:00
Adjourn
To Do List

1) Meeting Summary—DPU Staff & Raab

2) Post documents – chapters 4-6 draft Report; NGRID, AG and RESA Regulatory Model Proposals; and red-lined edits to the TVR-Related Principles and Recommendations – Dr. Raab and Tim Woolf;

3) Collect feedback from Authors of Regulatory Models re:  Tim’s Summary/Characterization of Regulatory Models.  Post revision for discussion at 5/22 meeting – Tim Woolf

4) Receive AG’s revised list of “Barriers” – AG to Dr. Raab;

5) Post Agenda & Homework Assignments for May 22 Steering Committee Meeting – Dr. Raab
6) Review all documents and come prepared to discuss each issues/topics as specified in the Steering Committee #6 agenda (HERE)—All Members

Appendix A: Running Meeting Notes (unedited)
C/Q = comment/question

R = response
5/14/2013

-x attendants 
Agenda

54 Attendees 
9:00
Welcome & Agenda Review


Dr. Raab welcomes all participants and highlights the day’s agenda

Q/C: When will we talk about electric vehicles? Repost documents and discuss in next meeting.

9:05
Regulatory Framework

Goal: Review key threshold issues; understand current MA DPU practice; discuss the range of options and the specific proposals offered by Members; and reveal Members’ preferences

Documents:

2) Compendium of Regulatory Proposals (including a matrix summary of regulatory proposals)

New submissions to the regulatory frameworks will be posted soon. 

Tim Wolfe opened the meeting with contextual information: 

· Historic electricity rates

· Current rates/riders (all allocated per kwh), 

· Current customer classes (energy based charge would primarily impact C&I, customer charge would impact residential) – third option of new customer class e.g., electric vehicle

Q/C: what about demand charges? – it is an option. Not used currently for residential. 

· Service Quality Standards, Penalty Benchmarks, Reporting, NOI 12-120

Q/C: there are currently no incentive payments, only penalties and offsets. There are incentives for specific to doing unconventional practices e.g., smart grid pilot programs – Ngrid & NSTAR = by ability to exceed targets established in legislation

Q/C: the NOI will likely not be completed before Grid Mod report is due. 

Q/C: we cannot factor in the SQ NOI because it is too detailed. Should just be aware of each other. 

Overviews of New Regulatory Models: AG

AG – variety of options to current model to fulfill customer and grid facing goals. 

Q/C: are these intended to be proceedurally separate? – no, they can be grouped, but each utility would have to have a separate proceeding. AG believes this is flexible option, because it depends on what utilities want to accomplish. 

Q/C: new costs would be recovered in base rates, therefore need rate case? Yes, but need preapproval of program, and would not get cost recovery until after the investment was made. The DPU can determine that investment was prudent.

Q/C: to the point of interaction between dg, and reliability etc.. this model does not take the interactions into account.  – AG: the utility can take that into account in their proposals. Not meant to be exclusive of each other. If there are enough cross-benefits, they should include them in a proposal. 

Q/C: what is different from the existing framework? It seems to be preapproval for customer-facing. – AG: preapproval of metering program. Example, Fitchburg did not do it. If there are not net benefits, then target the customers and enable them to use the application. And those customers should pay the incremental costs. Some programs can have other metrics as well. 

Q/C: would you see the DPU establishing principles and guidelines? – AG: yes, we hope the DPU would adopt some as highlighted through our discussions. There is a broader discussion. 

Q/C: metrics part of SQ? semetrical incentives or just penalty? – AG: Grid-facing suggest increase reliability benchmarks. Information linked to non-SQ proposals more about that is happening, rather than how well you are doing. Where can be adverse is where rollout cost exceed estimated. 

Q/C: TVR only on commodity and not dist rates? – AG: yes, want to keep it simple and get retail suppliers involved. Want to enable everything and everyone, but not sure if suppliers will do it. Perhaps put it out to bid similar to Basic Service RFP. Still working to monetize benefits. 

Q/C: do benefits outside of utility control get distributed? There are benefits and then there are benefits. Some are very difficult to measure and control. We would like it to be designed to mitigate ratepayer impact for things outside of their control. 

Q/C: no pre-approval for grid facing. The cost element is a base rate? – AG: yes. 

Overviews of New Regulatory Models: National Grid

Q/C: These focus on cost recovery, but where are benefits and safeguards for customers? – Ngrid: improved levels of service, reliability, environmental benefits … all subject to dept. approval. Regulatory process allows for the deciding of benefits. Number of authorities use future test year, and do a good job of managing benefits through reconciling mechanisms. 

Q/C: are you proposing a customer refund if benefits aren’t achieved? – Ngrid: already have reliability metrics. Also new types of customers that need to be addressed, but the rest is handled by SQ. 

Q/C: to what extent do you envision a shift to higher emphasis on metrics, where establishing metrics would be important? – Ngrid: already wide variety of metrics. All inputs should be aligned withthose goals. Do we need new metrics? We should talk about that as the grid goes from oneway grid to a two-way grid. Other than that, we think it should fall under current metrics. 

Q/C: what about this proposal facilitates grid-modernization? – Ngrid: all stakeholders have the ability to see what is happening going forward. We cannot assume things in future will operates as they have in the past. There needs to be agreement on what customers want to have accomplished and what DPU believes is appropriate. Concerned with balancing safe/reliable service and the bill to the customer. 

Q/C: the utility proposal will set the stage for the discussion over what should happen. 

Q/C: Ngrid is currently capped on recovery. We would have to ask for increase in cap and explain why, especially if proposing something big. 

Q/C: are you open to having separate models for all the components of grid mod, ex. TVR, Metering, or is this all encompassing? – Ngrid: cost recovery is a standard practice, where you can fit all the different components within it. The DPU has to ask if they want to change their regulatory process? This is all encompassing and wittled down to core elements that the DPU can use. All the specifics will be part of the discussion, but these are core elements. 

Q/C: menue vs. step function. Is this a logical step change, or does the DPU have to go straight to one? – Ngrid: this is a menue if the DPU wants to do all types of grid mod. 

Q/C: this would primarily effect only grid facing and metering, and not customer facing? – Ngrid: our big questions are what are costs, and who will pay?

Q/C: currently with historic test year, there is no cost-effectiveness test. With future test year, is there an explicit public cost-effectiveness test? – Ngrid: the plan would be based on engineer’s best estimates on effectiveness of projects. Some projects are more engineering than others.

Q/C: so it is a relative cost-effectiveness analysis, not an explicit test? – Ngrid: it is so multi-faceted that cannot define ….

Q/C: elsewhere, all smart grid cases have a business case attached to them. The problem is, there are a lot of qualitative judgement calls. Not all NPVs come out positive, but there are plenty of cases to base a test off of.  We also feel the distinction between customer facing and grid facing is not helpful in our currently context. 

Overviews of New Regulatory Models: Direct and Constellation on behalf of RESA

Q/C: who pays for the investments in order to facilitate grid mod? – RESA: TVR rates through competitive market, if we have access to data. Already there for products and services for mid to large C&I. The data platforms are being paid for by distribution rates … these are customer information that is being utilized by everyone. We think recovery should be as it is done today. 

Q/C: you said Basic Service rate design remain, a flat rate from which you benchmark. How does that rate design facilitate competitive markets? – RESA: benchmarking is critical for customers. For med and large C&I they are sophisticated enough to compare designs. But residential customers cannot do it on a month by month basis. We think it is a constructive element. 

Q/C: in NY the large C&I have a time of use rate. In other areas, do people gravitate from varying to flat, or from flat to varying? Does RESA have any info on flat vs. varying default rates? – RESA: flat offers a benchmark for people moving outward. 

Q/C: how does your proposal change anything? Nothing here changes the current market structure. – RESA: Engagement, customer education, … innovative customer products and services will create change.

Q/C: benefits and risks don’t line up with those making the investment. Ex. Utilities have to put in meters, but don’t get the benefits. Would competitive suppliers take a role where they cover the costs of these things like meters? – RESA: its worth exploring. There are devices and services that are benchmarking  … these are already embedded in current offerings. For new things, we will look at it. 

Overviews of New Regulatory Models: Electric Storage Association

Q/C: consider public goods charge, one controled by utility, one put out to bid

11:00
Break
Summary tables of regulatory models handed out to everyone for review

Discussion of regulatory oversight, common themes between proposals, by Tim Woolf

Some agreement re: regulatory oversight ( pre-filings, pre-approvals, annual utility reporting requirements, etc.

Q/C:  CSG came to conclusion that separating grid and cust-facing doesn’t make a lot of sense ( what are utilities currently doing when considering capital investments?  The task is to continue what we are doing, or modernize…we should focus on if investments are prudent and make sense

Tim asks group for thoughts on separation between grid and customer facing

Q/C: Not helpful/useful to keep distinction, more important to think of continuum of investments ( choices should be viewed as a whole

Q/C: To a certain point distinction is helpful because there is a tendency for people to only think of meters when they hear “modernization” ( but going forward yes, the distinction is fairly artificial and capital investments should be treated just as capital investments

Q/C: Agreement with group ( there are certain things that overlap buckets

Q/C: Suggest that one way to think about is that process could be the same regardless of the investment – the difference is the way you evaluate the benefits and how the benefits justify the costs ( if you want to evaluate differently, maybe keep the distinction to an extent

Q/C: It’s about cost recovery ( how much cost to recover, and how…cost allocation and rate design (not specifically customer or grid facing…categories should be cost recovery and rate implementation

Q/C: customer vs grid facing is a technical conversation…the rest is beyond that

Q/C: AG says doesn’t make much of a difference to remove line between the two, but also important to be clear in report with what we’re talking about ( we’ve been using terminology thus far

Q/C: ISO – are we going to retain historical look or adopt a future look?  Unless we address that, changing dichotomy doesn’t matter much ( believes a future look is most appropriate for grid modernization…otherwise utilities have no incentive to make investments in things that provide value to parties other than the utilities

Q/C: are we talking future test year, or something broader?

· A: Broader…something like a pre-approval is acceptable (establish a price/cost and see if it’s appropriate to move ahead

Q/C: Historic TY still a fundamental element of case, and any forward looking element goes into great detail

Q/C: Should we have docket on grid mod, or are there going to be components that need to be looked at separately (e.g. TVR, meter roll out, etc)?

Q/C: is recovery going to be in rider or base rates?  This is important for considering historic vs. future test year

Q/C: AG – our proposal does envision a pre-implementation filing for big investments such as metering and TVR ( believe it will help provide some measure of comfort to utilities and customers…this is a change from current model ( with regard to PBR and future TY, these have been around, and have pros and cons just like anything else

Discussion of pre-approval, pre-filing, and how they relate to historic and future test years

Q/C: moving away from historic TY means getting rid of arcane regulatory lag ( utilities get flexibility on front end of investment with future looking, and accountability comes in the outgoing, outward year measurement of performance (if metrics are structured correctly, get a much better view of what you get from investments, maybe better than in a rate case which just looks at dollars 

· Utilities will have to go to capital markets to access funds for investment, and how will markets respond to current model laden with uncertainty of recovery?

Q/C: Would it be appropriate for this issue to be decided when a utility makes a proposal? DPU has always gone with historic approach, but does so based on evidence, and makes appropriate changes based on evidence (e.g. new trackers/riders) ( is it possible for this group to make this decision, or should the recommendation be that it be case by case? Generic docket or company specific proposals?

Q/C: With decoupling, companies had to give proposals in their rate case ( we should recommend to DPU that these are options, and leave it to future proceedings to determine what makes sense and when

Q/C: Reminiscent of green communities act process( companies had to submit proposals to DPU which included cost recovery

Q/C: Would like DPU to advise us about what the framework is

Q/C: Clean energy community has become better organized than it was in previous years, so future proceedings will not be like former proceedings ( main players will not just be AG and utilities, but more input from clean energy community and more intervention

Q/C: DPU needs to set out clear vision and clear process ( stakeholders need to get resources lined up to respond to a potential future proceeding…the solution will come out of the proceedings

Q/C: Recommend that DPU sets framework for questions of cost effectiveness ( why would the analysis be different?

Q/C: We need to be careful about being overly prescription re: ratemaking model ( provide some flexibility so utilities can figure out what makes the most sense regarding proposals

Q/C: DPU should provide guidance for cost effectiveness and cost recovery

12:30
Lunch
1:30
Cost-Effectiveness Framework

Goal: Review threshold cost-effectiveness issues, understand options, reveal preferences, and seek agreement on threshold issues
Documents: 
2) Spreadsheet of Cost-effectiveness Issues & Options (including new worksheet entitled CE Current MA Practice) (and see also threshold issues highlighted on CE Framework worksheet)
Tim gives summary of how cost effectiveness tests are applied today and reviews spreadsheet ( examples of energy efficiency and long-term contracts for renewable

Q/C: should we include environmental externalities? ( currently not explicitly considered

Q/C: Was there an old Fitchburg rate case with cost and benefit analysis regarding AMI? DPU 07-71 ( rate case looking for recovery from investments moving from analog to AMI

Q/C: maybe commission can consider environmental externalities based on GCA & GWSA

Q/C: important to remember that not everything that is cost effective is affordable

Q/C: Is there a time frame associated with the analysis? For LTKs it’s life of contract, for EE life of program

Q/C: Strong reservations about applying a particular test in whole to smart grid investments ( one reason is because the investments are of a different type (EE isn’t part of a utilities capital or O&M expense, whereas smart grid investments are), and another is that there is disagreement amongst utilities, regulators, etc. about what tests to use, what to quantify, how to apply the tests, etc.

Q/C: externalities vs. cost of compliance

Q/C: value of many of the investments will spill beyond just customer or grid facing ( view that the kind of analysis you want to do is cost benefit analysis, but perhaps more like the one used internally by utilities for distribution investments…measure by measure analysis might not be as useful ( move away from EE cost efficiency test and look at it more holistically 

Q/C: question about status quo vs. incremental

Q/C: from a value perspective you can’t look at business case unless you look at it as a total system, and incremental benefits are part of that equation

Q/C: cost benefit analysis could be applied to multiple investments that work together (and uncertainty and risk should be incorporated through sensitivity analysis

Q/C: analysis should identify other potential solutions as well ( relative comparison of how else to reach certain objectives aside from standard grid mod investments

Q/C: most things are covered in traditional methods of analysis, but certain investments might lie outside ( e.g. grid security

Q/C: TRC is a flexible idea

Q/C: to what are you applying the TRC? A specific investment? Measure level? Program level?

Q/C: Should cost effectiveness analysis be public? Internal?

Q/C: all businesses try to estimate return on investments…seeking to ensure that return is greater than WACC ( utility is no different, so internal analysis looks at financial return, so primary issue is that if there are benefits seen through eyes of public policy, how do you incorporate them into the equation?

Q/C: most of utility planning based on what they need to do to meet public utility obligations, not just examination of financial return on investment (utilities can include other things in the analysis (externalities, etc.) as long as they know how they should be considered/weighted
Q/C: what about non-utility entities that will be making large investments?

Q/C: what would we expect to accompany a filing for pre-approval? ( should there be discussion of benefits and costs? What kind of analysis should accompany the request?

Q/C: we value reliability highly but don’t quantify it on a financial basis ( how to balance reliability without increasing rates a ton

Q/C: there are attempts to measure reliability 

Q/C: a concern is that a process like the early stages of EE reviews, we don’t want to delay investments  ( we want something that can be reasonably done and that we can then move forward

Q/C: let’s make sure we don’t lose the concept of ‘portfolio of investments’ ( don’t want to lose track of other things like aging infrastructure, etc.

Q/C: DPU needs to articulate what the goal are ( if you have clear goals you can compare different strategies for achieving those goals ( CBA should include multiple options and objectives

Q/C: Framework that exists for EE provides a good benchmark that can applied here ( when we start looking at competitive benefits that result from modern grid and the cost savings to consumers, we need to think about that with respect to the enabling investment opportunities that come along with that

Q/C: there may be a difference between an internal CBA, a public CBA with stakeholder input, and a contested CBA process in a more formal evidentiary setting ( we may just want to keep that clear

Q/C: essential that CBA happens not just against one technology or intervention ( only relevant when you can see comparisons for various measures ( important from a policy perspective

Q/C: one thing we’ve been grappling with is how to differentiate investments for grid mod from what utilities are currently doing ( grid mod investments are characterized as technologies with transformational capabilities

Q/C: NGrid has pilots in RI where cost benefit test involves deferral of revenue requirement proposal ( was it more cost effective to pay customers to reduce load or replace a substation?

Q/C: to what extent will the committee recommend to the DPU what we should be asking for?  To what extent will the report contain certain suggestions about specific proposals

Q/C: there will be some investments that require public CBA, but we haven’t drawn the line between what we should look at and what we shouldn’t
3:0
Break

3:10
Time Varying Rates 

Goal: 1) Update on NSTAR pilot (Doug Horton, NSTAR & David Walls, Navigant);     2) Questions for Barbara Alexander on default/basic service & TVR paper; 3) Discuss draft principles/recommendations on TVR 
Documents: 

3) NSTAR Smart Grid Pilot Technical Performance Report #1 AMR Based Dynamic Pricing (Navigant, March 19, 2013)
4) Developments in Default or Basic Service Pricing in Restructuring States (Barbara Alexander, April 24, 2013) and separate summary matrix from the AG
5) Draft Brainstormed TVR Principles (excerpted from C-F Subcommittee document)
Barbara Alexander gives an overview of other states and TVR

Q/C: MA has a shorter term portfolio for Basic Service. Eg. Maine has a 3 year portfolio with one RFP/yr. There is a move to consider more volatile portfolios, but no one has done it yet. 

Q/C: Lattering/layering of contracts … full requirement, fixed priced contracts. What changes is just the length of contract. In your research was there any TVR in basic service for supply or for T&D component. BA: IL utilities has for years offered hourly pricing service to residential. They get meter and pay additional fee. Utility bills through a formula that reflects changes in price. After time 22,000 out of 4 million have opted in. ME got some federal money to help them. This year got a TOU rate available to CMP customers, small PR push. …. Only hundreds opted in. 

Q/C: how to implement in the best way. Say have meters deployed by LDC, but supplier has customer. Who owns responsibility for success? Is TX a viable solution? – BA: all have retail suppliers who can offer TVR. There is no public database over what happens with them. Some PA utilities have fully deployed AMI with suppliers that offer rudimentary TVR structures. Available, but not enough time/history to know if suppliers will come in. But if these utilities do it based on peak load reduction, then must prove it. TX can’t prove it because it’s a private contract. 

Q/C: utilities offer rate to legacy customers. Are they offering TVR to everyone, or just the ones they are currently serving. BA: some legacy TOU is just in T&D and therefore can get any supplier. Can be with supplier and be offered PTR through LDC as well (as long as not currently in supplier DR program). 

Q/C: PTR program has the benefit of simplicity as it applies to the whole bill. 

Q/C: PA has attempted to (PPL electric) optionoal TOU rate for AMI meters by bidding out to retail supplier. Difficulties: supplier wants to know how many, one year contract – what do you do at the end? Move them on to a new one? Etc. It has been difficult. 

Q/C: DR provider goes collects customers and participates in wholesale mkt, get a payment for capacity and shares with customer. Approach exists in New England. The diff with PJM, because lack of AMI, the activity is limited to large C&I. 

Q/C: Want fixed charges, not tied to volumetric measure.

Q/C: Everything is opt in. Did anyone consider opt out? – BA: BGE proposed default TOU rate for all customers. Commission rejected it. There is no other utility that has promoted default TVR for residential customers. 

Q/C: Did anyone consider CPP? – BA: Not in the east states. CA and OK have an optional TOU with a CPP part to it. Nothing else. OH (Duke and AEP) have done pilots and is currently phasing in, not on a full scale manner. No actual tarrifs, approved and on the books. 

Dr. Raab highlights Principles/ Reccomendations on TVR

Q/C: Should be available to all customer classes. Proposed consensus position: we believe it would be useful to have, but the specifics of their design is too much. But that department explore it in a separate docket. I believe lots of the principles, we would agree with. Types of TVR may differ from rate class to rate class. 

Q/C: Overarching principle: any rate should be cost based, and transparent to the costs. If a promotion for a specific tech is necessary, then should provide a way to promote outside of rates. Ex. If want to promote EV’s, don’t lower rate below cost for them … then find some other way to give them money. Because it is very difficult to change rates, it takes a long time.  … “early adoption incentives are not cost-based rates”

Q/C: Customers have not gone to TVR in large numbers. There are a limited number of rates, even if LDCs have gone to AMI? – BA: PTR is a default for everyone in MD. 

Q/C: The C-E doesn’t work out at all? … can have some recognition in the report. 

Q/C: Why have a meter with interval data without varying rates? Of course customers don’t opt in, because there hasn’t been a compelling argument for it yet. 

Q/C: Why is it difficult for LDC to put TVR on T&D portion? Why should they care? – TW: LDCs have a lot of other “ancillary” concerns.

Q/C: Must make sure LDCs don’t offer TVR that competitive mkts can not compete. It is not in the LDC’s business to be the supplier, just a supplier of last resort. 

Q/C: if look at this from standpoint of competitive mkt place, OK if done in a competitively nuetral manner. If they encroach on supply side, then will change retail choice. If move down that path, have grave implications to competitive mkts. 

Q/C: Should be based on the real-time (not day-ahead) wholesale cost of power, full-requirements (including ancilliary and capacity etc.) – adjusted for losses

Q/C: Why is TVR default rate anti competitive? – Direct Energy: Supply side should be left to competitive markets. Currently, having a benchmark is very constructive because they have something to relate to. 

Q/C: If TVR is mandated, there must be a cost-recovery principle

Q/C: decoupling sets revenues and then rates are established. So its not just lowered sales…. Two reasons to do advance metering 1. Reduce peak  2. Promote competition. … DPU could either approve AMI based on DR or increase in competitive mkts. If utility incurrs costs prudently, should recover regardless of outcomes. 

Q/C: must engage and educate customers to reach broader goals of the state

Dr. Raab explains the different portions of the report being simultaneously developed

Q/C: the less controversial chapters ex. 1 and 4, can do by red line. Others must talk through. 

4:15
Draft Final Report Discussion

Goal: Provide high-level feedback on evolving structure/outline/content of report—especially approach to goals/opportunities (and barriers)
Documents:
2) Partial Draft Report to DPU (see Chapters 1-3)
4:45 
Gameplan for Remaining Meetings, & Next Meeting Agenda

5:00
Adjourn
Appendix B: Attendance

	Steering Committee Member Attendance 

(Alphabetical by Organization)

	Organization
	Member Name
	2.5.13 
	3.12.13
	4.23.13
	5.14.13

	ESA & Ambri, Inc.
	Katharine Hamilton
	 
	 
	 
	

	ESA & Ambri, Inc.
	Kristin Brief ( 
	
	X
	
	

	Bloom& ClearEdgePower
	Charlie Fox
	
	
	
	

	Bloom& ClearEdgePower
	Lisa Ward
	X
	X
	X
	X

	Cape Light Compact
	Briana Kane
	
	
	
	

	Cape Light Compact
	Joe Soares
	X
	X
	X
	X

	ChargePoint America 
	Colleen Quinn
	X
	X
	 
	X

	ChargePoint America 
	Scott Miller
	 
	 
	 
	

	CLF
	Shanna Cleveland
	 
	X
	 
	

	CLF
	Seth Kaplan
	X
	 
	 
	

	Constellation  
	Daniel Allegretti
	 
	X
	 
	

	Constellation  
	J. Dworetzky 
	 
	 
	 
	

	CSG  
	Joe Fiori
	X
	
	X
	X

	CSG  
	Pat Stanton
	X
	X
	 
	

	Direct Energy
	Chris Kallaher
	 
	 
	 
	

	Direct Energy
	Marc Hanks
	X
	X
	X
	X

	ENERNOC 
	Greg Geller
	 
	 
	 
	

	ENERNOC 
	Herb Healy
	X
	
	
	X

	ENV
	Abigail Anthony 
	X
	X
	X
	X

	ENV
	Mike Henry
	
	X
	
	

	ISO New England
	Henry Yoshimura
	X
	X
	X
	X

	LEAN
	Jerry Oppenheim
	
	X
	
	X

	LEAN
	Brockway/Howatt
	X
	
	X
	

	MA AG 
	Jamie Tosches
	X
	X
	 
	X

	MA AG 
	Sandra Merrick
	X
	X
	 
	

	MA Clean Energy Center
	Galen Nelson
	 
	 
	 
	

	MA CEC
	Martha Broad
	X
	X
	X
	X

	MA DOER
	Birud Jhaveri
	 
	 
	X
	X

	MA DOER
	Gerry Bingham
	X
	X
	X
	X

	MA DPU (ex officio)
	Ben Davis
	X
	X
	X
	X

	MA DPU (ex officio)
	Julie Westwater
	X
	 
	X
	X

	MA DTC
	Paul Abbott
	X
	 
	 
	

	MA DTC
	Ben Dobbs
	X
	 
	 
	

	MA EOEEA (ex officio)
	Steven Clarke
	
	X
	
	

	MA EOEEA
	B. Kates-Garnick
	 
	 
	 
	

	National Grid 
	Amy Rabinowitz
	X
	X
	 
	X

	National Grid 
	Peter Zschokke 
	X
	X
	X
	X

	NE CEC
	Charity Pennock
	X
	X
	
	

	NE CEC
	Janet Besser
	X
	X
	X
	X

	NECHPI 
	Bill Pentland
	 
	 
	
	

	NECHPI 
	Jonathan Schrag
	X
	X
	X
	X

	NEEP 
	Josh Craft 
	 
	 
	
	

	NEEP  
	Natalie Hildt
	X
	 
	X
	X

	NSTAR
	Doug Horton 
	X
	X
	X
	X

	NSTAR
	Larry Gelbien 
	X
	X
	X
	X

	SEBANE/SEIA  
	Carrie CullenHitt 
	
	X
	
	X

	SEBANE/SEIA  
	Fran Cummings 
	X
	X
	X
	

	Unitil
	Gary Epler
	 
	
	
	

	Unitil
	Tom Meissner
	X
	X
	X
	X

	WMECO 
	Camilo Serna 
	X
	 
	 
	

	WMECO 
	Jennifer Schilling 
	X
	X
	X
	X

	
	
	31
	29
	21
	25

	 


	Attendance for Others (not on Steering Committee) 

	Organization
	Name
	2.5.13
	3.12.13
	4.23.13*
	5.14.13**

	Ambri
	Mike Kearney
	X
	X
	 
	

	Boston Denmark P.
	Arne Hessenbuch
	X
	 
	 
	

	Bridge Energy Group
	David O'Brien
	X
	 
	 
	

	CE Advisors
	Bob Yardley
	
	
	
	X

	ChargePoint America (EV/Charging)
	Richard Lowenthal
	 
	X
	 
	

	Constellation  
	Brett Feldman
	 
	X
	 
	

	Direct Energy
	Sayed Khoja
	 
	X
	 
	

	GE
	David Malkin
	X
	 
	 
	X

	GE
	Morgan Steacy
	X
	 
	 
	

	IBM
	Andy Bochman
	 
	X
	 
	

	Intel. Illuminations
	Larry Williams
	 
	X
	
	

	IREC
	Erica Schroeder
	X
	
	 
	

	MA AGO
	Barbara Alexander
	X
	X
	 
	X

	MA AGO
	Nathan Forster
	X
	X
	 
	X

	MA AGO
	Anna Grace
	X
	
	 
	

	MA AGO
	Tim Newhard
	
	X
	 
	

	MA DOER
	Mike Altieri
	X
	X
	 
	X

	MA DPU 
	Sharon Ballard
	X
	 
	 
	X

	MA DPU
	Ann Berwick
	X
	 
	 
	

	MA DPU
	Justin Brant
	X
	X
	 
	

	MA DPU
	Ghebre Daniel
	X
	
	 
	

	MA DPU
	Justin Fong
	X
	X
	 
	

	MA DPU
	Jeff Hall
	X
	X
	 
	

	MA DPU
	Erin Kempster
	 
	X
	 
	

	MA DPU
	Jennifer Nelson
	 
	X
	 
	

	MA DPU
	Jonathan Pinto
	X
	X
	 
	

	MA DPU
	Rebecca Tepper
	X
	
	 
	

	MA DTC
	Sean Carroll
	X
	X
	 
	X

	MA DTC
	Karlen Reed
	
	
	
	X

	MJ Bradley & Assoc.
	Camden Holland
	X
	X
	 
	

	ML Strategies
	David O'Connor
	 
	X
	 
	

	NECEC
	Zachary Gerson
	X
	X
	 
	

	NECEC
	Mike McCarthy
	 
	X
	 
	

	NECEC
	David O'Brien
	 
	X
	 
	

	NGRID
	Alex. Blackmore
	
	
	
	X

	NGRID
	Tim Roughan
	X
	
	 
	

	NSTAR
	Kerry Britland
	
	X
	 
	

	NSTAR
	Bill McDonough
	X
	 
	 
	

	NSTAR
	Craig Hallstrom
	X
	 
	 
	

	NSTAR/WMECO
	Danielle Winter
	X
	 
	 
	X

	NU
	Monica Kachru
	X
	 
	 
	

	NU
	Rich Chin
	X
	 
	 
	

	PDK Associates
	Peter K. Detwiler
	 
	X
	 
	

	Raab Associates
	Jonathan Raab
	X
	X
	 
	

	Synapse 
	Tim Woolf
	X
	X
	 
	

	Sentinel Works
	Jim Hirni
	X
	 
	 
	

	TechNet
	Angela O'Connor
	 
	X
	 
	

	Unitil
	Justin Eisfeller
	
	
	
	X

	WMECO
	David Wrona
	X
	 
	 
	

	 
	 
	32
	27
	
	11


* 4.23.13 attendance was only taken for Steering Committee Members, not for observers
**5.14.13 attendance sheet for non-Steering Committee Members did not circulate widely.  Please let us know if you attended but did not sign in.
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