STATE OF MISSOURI

PUBLIC SERVICE COMMISSION

In the Matter of an Investigation of the Effects of )

Rate Design Modifications Associated with             ) File No. EW-2011-0372
Demand-Side Cost Recovery                                       )
COMMENTS OF RENEW MISSOURI AND GRELC

Following the original workshop of June 29, 2011, Renew Missouri and Great Rivers Environmental Law Center offer these comments on the scope of MEEIA section 393.1075.5, RSMo, concerning the rate design modification docket: “Prior to approving a rate design modification associated with demand-side cost recovery, the commission shall conclude a docket studying the effects thereof and promulgate an appropriate rule.”

A threshold issue is whether this portion of the law contemplates a workshop and rulemaking process or whether rate design modifications should be left to individual rate cases and/or DSIM dockets. These latter cases result in orders, not rules. We can see no interpretation of “promulgate an appropriate rule” that does not mean a rule of general application as in §§ 386.250(6) and 393.140(11), RSMo.
Decoupling as a rate design modification

We believe decoupling comes within the definition of rate design modification as intended by the statute.


Decoupling removes the utility’s throughput disincentive to invest in efficiency, fulfilling the policy of the law to align financial incentives between utility and customer. In the MEEIA rulemaking, EX-2010-0368, decoupling was commonly referred to as a matter of rate design.

Decoupling comes within the meaning of cost recovery in 393.1075.5 as “mechanisms to further encourage investments in demand-side programs including, in combination and without limitation: …rate design modifications…” Decoupling uses a fixed revenue requirement that a utility may not over- or under-recover.  This entails rate adjustments to meet the target revenue requirement and, hence, rate design modifications. 


Finally, we will repeat our comments from the workshop docket on MEEIA, EW-2010-0265, demonstrating that decoupling is considered a rate design modification within the meaning or federal statutes whose language was incorporated into MEEIA:


The Energy Independence and Security Act of 2007, § 532, added the following standard to the PURPA § 111(d)(26 USCA § 2621(d)) standards that a state must consider: 

(17) RATE DESIGN MODIFICATIONS TO PROMOTE ENERGY EFFICIENCY INVESTMENTS.—

(A) IN GENERAL.—The rates allowed to be charged by any electric utility shall— 

(i) align utility incentives with the delivery of cost-effective energy efficiency; and

(ii) promote energy efficiency investments.

(B) POLICY OPTIONS.—In complying with subparagraph (A), each State regulatory authority and each nonregulated utility shall consider—

(i) removing the throughput incentive and other regulatory and management disincentives to energy efficiency;

(ii) providing utility incentives for the successful management of energy efficiency programs;

(iii) including the impact on adoption of energy efficiency as 1 of the goals of retail rate design, recognizing that energy efficiency must be balanced with other objectives;

(iv) adopting rate designs that encourage energy efficiency for each customer class;

(v) allowing timely recovery of energy efficiency-related costs; and

(vi) offering home energy audits, offering demand response programs, publicizing the financial and environmental benefits associated with making home energy efficiency improvements,  and educating homeowners about all existing Federal and State incentives, including the availability of low-cost loans, that make energy efficiency improvements more affordable.

The policies highlighted in bold are incorporated in the Missouri Energy Efficiency Investment Act, particularly subsection § 393.1075.3, making this docket the proper forum for consideration of the new PURPA standard, including removal of the throughput incentive.
Section 410 of the American Recovery and Reinvestment Act of 2009 (ARRA) made it a condition of receiving grant money (“stimulus funds”) that the governor of a state assure the Secretary of Energy that these policies will actually be implemented.

SEC. 410. ADDITIONAL STATE ENERGY GRANTS. (a) IN GENERAL.—

Amounts appropriated under the heading ‘‘Department of Energy—Energy Programs—Energy Efficiency and Renewable Energy’’ in this title shall be available to the Secretary of Energy for making additional grants under part D of title III of the Energy Policy and Conservation Act (42 U.S.C. 6321 et seq.). The Secretary shall make grants under this section in excess of the base allocation established for a State under regulations issued pursuant to the authorization provided in section 365(f) of such Act only if the governor of the recipient State notifies the Secretary of Energy in writing that the governor has obtained necessary assurances that each of the following will occur:

(1) The applicable State regulatory authority will seek to implement, in appropriate proceedings for each electric and gas utility, with respect to which the State regulatory authority has ratemaking authority, a general policy that ensures that utility financial incentives are aligned with helping their customers use energy more efficiently and that provide timely cost recovery and a timely earnings opportunity for utilities associated with cost-effective measurable and verifiable efficiency savings, in a way that sustains or enhances utility customers’ incentives to use energy more efficiently.
The bolded language, slightly rearranged, is incorporated almost verbatim in the Missouri Energy Efficiency Investment Act, subsection 3, especially subdivisions (1)–(3). The MEEIA also refers to “rate design modifications” as a way to encourage demand-side investments. § 393.1075.5.


Even independently of federal law, Missouri law includes under the heading of “rate design” mechanisms that decouple revenue from sales and remove the utility’s incentive to sell more gas or electricity. State ex rel. OPC v. PSC, 293 S.W.3d 63, 73–4 (Mo.App. S.D.2009); State ex rel. Public Counsel v. PSC, 289 S.W.3d 240, 251 (Mo.App. W.D. 2009). See also Ohio Consumers’ Counsel v. PUC, 2010 Ohio 134, 2010 WL 323283 (Ohio Jan. 26, 2010), which considers a sales decoupling rider as a rate design mechanism (p. 3 ¶ 3; p. 11 ¶ 37).


The MEEIA’s derivation from federal law makes this conclusion inescapable. Decoupling is a matter of both rate design and aligning utility and customer incentives by removing the throughput incentive. The “Reference Manual and Procedures for Implementation of the ‘PURPA Standards’ in the EISA of 2007” (APPI, EEI, NARUC and NRECA 2008; http://www.naruc.org/resources.cfm?p=145) treats decoupling under the “rate design modification” standard (pp. 47, 52–3). Whatever it may mean elsewhere, in the context of § 111(d)(17) rate design includes decoupling.
Specific rate design modifications

We ask that the following rate design measures be considered as part of a decoupling mechanism, or independently thereof. We have relied on the Regulatory Assistance Project’s “Revenue Regulation and Decoupling: A Guide to Theory and Application” (June 2011) in compiling this list.

Reduced customer charges.  The balance between fixed charges and volumetric rates can be changed to give customer’s added incentives to be efficient. Fixed charges can be reduced or even eliminated in favor of volumetric rates. (Straight/fixed variable rates have the opposite effect, and we do not support them.)



Inverted block rates. Charging higher rates for higher levels of usage aligns customer incentives with reduced consumption. They also generally align rates with higher utility costs.

TOU rates. Time-of-use rates are well known for promoting demand response and efficiency but have not been integrated into MEEIA.


We are open to other suggestions.
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