[image: ]








July 18, 2017 


Comments of AARP in Case No. 17-3142-PET

1) Procedural History and Introduction

On April 10, 2017, the Department of Public Service (“DPS” or “the Department”) recommended that the Public Utility Commission (“Commission”) undertake a workshop process to broadly review emerging trends in the utility sector and to evaluate existing forms of regulation in light of these trends.[footnoteRef:1]  Specifically, the Department cited a number of substantive changes that have occurred in Vermont, affecting the electric and natural gas utilities in the state.  These changes included the following: [1:  RE: Request for Workshop on Utility Rate Regulation, April 10, 2017, the Department of Public Service.] 

· The enactment of various renewable energy development goals and requirements, through the renewable energy standard (“RES”), net metering program, and standard offer program;
· Shifts in enabling technologies, including the deployment of advanced metering infrastructure and the emergence of electric vehicles, battery storage, and heat pumps;
· A more dynamic energy environment in which end users and third-party aggregators have greater ability to manage loads in real time;
· The merger of the state’s two largest electric utilities; and
· The expansion of the state’s only natural gas utility to a new part of the state, as well as its designation as an energy efficiency utility.[footnoteRef:2] [2:  Id., p. 1.] 

In light of these changes, the Department requested that the Commission establish one or more workshops for the purpose of reexamining the manner in which utilities are regulated in Vermont.[footnoteRef:3]  Prior to the scheduling of the first workshop, the Department recommended that the Commission solicit comments from interest parties on potential topics to be covered during the wide-ranging workshop or workshops.[footnoteRef:4]  The Department itself proposed the following three items for discussion: [3:  Id.]  [4:  Id., p. 2.] 

1. Review of regulatory practices and performance in Vermont as well as in other jurisdictions;
2. Identification of emerging industry trends and opportunities; and 
3. Discussion of regulatory goals, how they can be articulated and measured, and how they overlap with existing statutory criteria.[footnoteRef:5] [5:  Id.] 

On June 26, 2017, the Commission issued an Order in the current Case, opening an investigation and establishing a workshop process.[footnoteRef:6]  The Commission’s Order noted that the State’s electric and natural gas sectors have, and are still undergoing, significant changes.[footnoteRef:7]  The Commission noted that recent state policies have imposed obligations for the deployment of renewable energy, resulting in a large number of such energy projects being developed in the State.  Further implementation of these policies, the Commission stated, will require further development of renewable facilities and the integration of these intermittent resources into the power system.[footnoteRef:8] [6:  Vermont Department of Public Service request for workshop on utility rate regulation, Case No. 17-3142-PET, Order Opening Investigation, Request for Comments, and Notice of Workshop.]  [7:  Id., p. 2.]  [8:  Id., p. 2.] 

The Commission also noted technological changes offering new opportunities and challenges to the state.  Specifically, the Commission noted the potential opportunities for further electrical development in the State resulting from increased use of electric vehicles, heat pumps, and the further development of battery storage opportunities.[footnoteRef:9]  The Commission noted that the state’s Renewable Energy Standard (“RES”) requires State utilities to engage in “energy transformation projects,” that will likely encourage the development of such electrification projects.  Likewise, increased electrification opportunities would potentially affect natural gas service in the State, by providing further alternatives to natural gas heating that may be cost-effective for consumers.[footnoteRef:10] [9:  Id., p. 2.]  [10:  Id., p. 2.] 

 The Commission stated that the state’s current regulatory structure was developed prior to the advent of these changes.[footnoteRef:11]  For the past decade, Vermont’s largest electric and gas utilities have been operating under alternative regulation plans, plans that were designed to provide companies more certainty by allowing the flow-through of power costs to customers in order to provide recovery of expenses in a timelier manner without the need for litigated rate cases.[footnoteRef:12]  However, the Commission noted that it has not comprehensively examined the effectiveness of these alternative regulation mechanisms.[footnoteRef:13]  With the expiration of the alternative regulation plans for Green Mountain Power Corporation (“GMP”) and Vermont Gas Systems, Inc. (“VGS”), the Commission stated that it was an appropriate time for the Commission to take a broader look at the regulatory structure in Vermont.[footnoteRef:14] [11:  Id., p. 2.]  [12:  Id., p. 2.]  [13:  Id., p. 2.]  [14:  Id., pp. 2-3.] 

The further these ends, the Commission scheduled an initial workshop for August 8, 2017 to be led by Commission Staff.  In advance of this workshop, the Commission requested that all interested persons should file comments on potential topics for discussion by July 18, 2017.[footnoteRef:15] [15:  Id., p. 3.] 

2) Workshop Discussion Topics
AARP wishes to thank the Commission for the opportunity to submit our written comments. AARP is a non-profit, nonpartisan organization, which advocates on behalf of more than 37 million citizens 50 and older nationwide.[footnoteRef:16]  AARP advances a variety of issues its members find important to them, including the high costs of electric and natural gas utility rates.  AARP represents AARP interests in Vermont, on behalf of the 128,000 members in the State.[footnoteRef:17] [16:  http://www.aarp.org/about-aarp/]  [17:  http://web.vermont.org/Family-Household-Resources/AARP-Vermont-1407] 

AARP agrees with the Commission that now is the appropriate time to take a Commissioner look at the regulatory structure within the state with the recent expiration of alternative rate plans (“ARP”) for the state’s major electric and natural gas utilities.  Alternative regulation was first conceived more than a decade ago in Vermont.  As the Commission undoubtedly knows, AARP Vermont has expressed concern with the nature of alternative regulation in Vermont and hopes that the current workshop process will not accept alternative regulation as the preferred method of regulation without further critical review.  Alternative regulation, particularly of the form used by Vermont’s utilities in the past, has been rarely employed in the U.S.   AARP has provided an abundance of expert witness testimony, legislative testimony, and reports examining and chronicling the challenges, and ultimately, the failure of alternative regulation in Vermont. 
However, with the drop in sales and emergence of new technologies, many states are now re-considering the traditional regulatory model. AARP has filed comments in several state proceedings across the country. Alternative regulation has taken many different names (REV in New York, E21 in Minnesota, NextGrid/Utility of the Future in Illinois) and indeed means different things to different people. In the rubric of alternative regulation we have seen discussions about performance-based or metric ratemaking, new surcharges for infrastructure investment, new rate designs (higher fixed charges, new demand rates), and a discussion of wide spread adoption of time of use pricing.
[bookmark: _GoBack]AARP’s main concern has been the impact on affordability (and avoidance of new mechanisms which fast track rate increases) or the imposition of new charges and fees which raise bills or make energy spending harder to control. Accordingly we focus on what is the value to consumers in making any changes.
  AARP recommends the following issues/questions be addressed in the upcoming workshop as it pertains to Vermont utility regulation:
1. What is the impact on rates and customer bills of these new proposals?
2. Do the benefits of alternative regulation outweigh their costs, particularly given past Vermont experiences?
3. Why is alternative regulation, such as the form used by Vermont’s utilities, rarely employed in other U.S. regulatory jurisdictions?
4. Would the emerging trends and operations in the utility business be better suited for traditional cost-of-service regulation or some slight modification of that paradigm?
5. If alternative regulation is to be utilized in Vermont, how can a structure be established that documents, measures and assures ratepayer benefits?
6. What lessons can be learned from the exploration of this topic done by other Commissions or states (Minnesota, New York, Michigan, Pennsylvania, etc.). 
Conclusions
AARP is encouraged by the Commission’s decision to take a broad look at the regulatory structure in Vermont.  AARP is particularly encouraged by the Commission’s proposal to comprehensively examine the effectiveness of past alternative regulation mechanisms.  AARP believes that the Commission will find that the prior ARP mechanisms approved for the State’s major utilities have produced less-than-spectacular results.
AARP is also in agreement with the Commission’s desire to re-examine regulatory structures in the State in the context of more recent state regulatory initiatives around the country.  However, given past experiences of over a decade, AARP Vermont suggests a strong consideration of a “back to the basics” approach in Vermont utility regulation.  Discussions should not be limited to discussions of historic ARP mechanisms used in Vermont in misguided attempts to correct these flawed mechanisms.  Instead, AARP suggests that the examination of alternative regulation should include discussions of the merits and demerits of such regulatory regimes compared to traditional cost-of-service regulation in the context of the recent changes in the Vermont operating environment noted by the PUC.  
Likewise, the examination of alternative regulation should focus on practical matters associated with the implementation and design of alternative regulation with a particular emphasis on ratepayers.  Any new form of alternative regulation, to the extent it is used, must identify methods by which the quantification and documentation of ratepayer benefits can be established in order to avoid prior outcomes that have been biased in favor of utilities and their shareholders, not Vermont ratepayers.

[image: 53CEB374]Sincerely, 


Philene Taormina, AARP-VT Associate State Director, Advocacy
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