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of key developments. Those developments incl(demportant technical advances in
distributed enagy resources (DERs)ogether with tools toptimize the inclusion of DERs in the
distribution level of the@ower systenf (2) increasing concerns about the environmental impacts
of fossilfueled generation; and (3) growing evideme&onsumer interest icustomized electric
service, including differing preferences for increased relialalig resiliency Ourcomment

draws on the FTC’s experience both in enforcing competition laws and in advising federal and
state regulatory agencies about tbhenpetitive effects of an array of regulatory programs
focused on the electric power system.

The Staff BCA seeks to describe a framework that the NY PSC will applyamining
categories of distribution utility expenditures related to developing thealied System
Platform, the procurement &fERsvia selective processes, the developnfeiat tariffs) of
customers’ and third parties’ efficient investmenbDIERS and energy efficiency programs. This
is all in the context ofthe evaluatiorof opportunities to avoid traditional utility distribution
investments by calling upon the marketplace to supply DER alternatives.” The NY PSC reserves
the authority to modify the final version of the BCA framework based on the type, range, and
duration of the potgtial benefits and costs.

Our comment responds to initiddird-partycomments on the Staff BCA. For example,
the comments of both Exelon Companiend the Advanced Energy Economy Institfweéth
others§ found value in the Staff BCA framework for assessing the benefits and costs of DERs as
an alternative to conventional distribution utility investméenile likewise sawalue in that
framework In additionboth comments alsecommended additional types of benefits and costs
for inclusion in theStaff BCA® and cautioned about the potential sensitivity of BCA results to
models and assumptions used in BCA regartiihgre economic and environmental conditions.
We agree that BCA should assess additional types of benefits and costs and th&tBa@AStaf
should include sensitivity analysis of BCA results. The remainder of this comment identifies our

* Seee.g., Gay Braun& Stan Hazelroth, Energy Infrastructure Finance: Local Dollars for
Local Energy 28 Electricity J. 69, 19 (June 2015).

> Exelon Companies, Benefitost Analysis Commesf the Exelon Compani¢aug. 21, 2015)
(Exelon Comment)available at
http://documents.dps.ny.gov/public/Common/ViewDoc.aspx?DocRefld={4263B466-
43FB-B699-EA43BF5B48A4}

® Advanced Energy Economy Institute, idlice for Clean Energy New York, Bew England
Clean Energy Council, Comments $taff White Paper on Bene@iost Analysis in the
Reforming the Energy Vision Proceeding (Aug. 21, 2@AREI Comment), available at
http://documents.dps.ny.gov/public/Common/ViewDoc.aspx?DocRefld={C02ADZIB33-
4FAD-A605-C57453337CB2}

" Exelon Comment at 2; AEEI Comment a82-See alsthe extensive appendix to the AEEI
Comment, consisting of a reppBenefitCost Anaysis for Distributed Energy Resources: A
Framework for Accounting for All Relevant Costs and Benefits (Sept. 22, 2014)

8 Exelon Comment at 4, 8- AEEI Comment at 9.

2


http://documents.dps.ny.gov/public/Common/ViewDoc.aspx?DocRefId=%7b42634466-F7A9-43FB-B699-EA43BF5B48A4%7d
http://documents.dps.ny.gov/public/Common/ViewDoc.aspx?DocRefId=%7b42634466-F7A9-43FB-B699-EA43BF5B48A4%7d
http://documents.dps.ny.gov/public/Common/ViewDoc.aspx?DocRefId=%7bC02AD3D8-6153-4FAD-A605-C57453337CB2%7d
http://documents.dps.ny.gov/public/Common/ViewDoc.aspx?DocRefId=%7bC02AD3D8-6153-4FAD-A605-C57453337CB2%7d




education through its Division of Consumer and Business Educafiorthe course of all of this
work, the FTC applies established legal and economic principles as well as recent, innovative
developments in economic theory amdpgrical analysis.

The energy sector, includinige electric poweindustry has been an important focus of
the FTC’s merger review and other antitrust enforcement, competition advocacy, and consumer
protection efforts? In particular, the=TC and its stff have filed numerous comments
advocating competition and consumer protection principles with state utility commissions, state
legislatures, the Department of Energy (DOE), and the Federal Energy Regulatory Commission
(FERQ.™ The FTC’s competition advocacy program also has issued two staff reports on
electric power industry restructuring issues at the wholesale and retail'feveladdition, the

® For an overview of the FTC's education efforts, see the FTC staff's comment to ther@ons
Financial Protection Bureau concerniriggguest for Information on Effective Financial
Education,” Docket No. CFRB0120030 (Nov. 2, 2012), available at
http://www.ftc.gov/0s/2012/11/1211cfpb.pdf

'Seee.qg., In re DTE Energy CoDkt. No. G4008 (2001) (consent order), available at
http://www.ftc.gov/enforcement/casasdproceedings/cases/2001/05/dt@ergyeompanyand-
mcn-energygrouping; In re PacifiCorp File No. 971 0091 (1998) (consent agreement),
available athttp://www.ftc.gov/sites/default/files/documents/cases/1998/02/9710091.agr .htm
FTC Conference on
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FTC staff (along with staff from FERC, the Department of Justice, tparDaent of
Agriculture, andDOE) contributed to the work of the Electric Energy Market Competition Task
Force, which issued a Report to Congriesthe spring of 2007

[1I. Include Service Quality, Service Choicesand Innovation Rates in the Principles
of the BCA Framework

The Staff BCA(at 34) lays out the “Principles of the BCA&mnework



x limited versusunlimited backup services for DER owners

peak load shaving incentives;

X choicesamong potentiatombinations of capacity charges, minimum cisarges, and
energy use charges;

X bundling of analysis of crossectional and longitudinal power consumption datddata
display equipmentvith energy servicesind

X degrees of power quality assuranpesvided by equipment on bir side ofa
customer’s meter.

x

In addition,when grovth and profit opportunitiearise in competitive marketsom
offering improved equipment or servic#sis incentivizes furtherinnovation. We expecthe
opening of the electric distribution system to competi(mursuant to th&®EV plar) to yield
major benef fromincreasednnovation in customized electricity servicédle recommend that
the Principles of the BCA Framework explicitly include temnefits of increased rates of
innovation.

A modification of the second Principle could easily take account of both service
differentiation and innovation. For example, the second iptencould be modified to read:
“List all benefits and costs borne by all parties, including localized impacts on host communities;
customization of services that better match customer preferences regardingenades,
guality, andvariety of service; and tes of innovation.”

IV.  Add Competition, Efficiency, and Customer Choice to the List of Benefits

Table 1 lists benefitand costs to include in the BGAhat distribution utilities conduct
The tableexpressese benefits almost exclusively in teswf avoided costs, some of which
occur at the bulk power leveihile others are at the distribution lev&dome of the listed costs
focus on reliability while others concerexternalities. A residual itecoves “Net NorEnergy
Benefits.” The Staff BCAinvites comments on whethgr revise thigproposed list obenefits
and cost$o be assessed by utilities when comparing traditional distribution utility investments to
DER and energy efficiencglternatives

As discussed in Section Il of this comment recommend that the Staff BG&ke a
broaderview of DERS’ potentialbenefits. The benefits list in Tablddcuses primarily on bulk
system and distribution system benefits associated with traditional utility operattink
provided littleservice variety to satisfy differing customer preferencasnsistent with our
recommendatiom Section Ill we recommend an additional category of benefits associated with

1>We also recommend an addition to the list of potential DER costs. Tariff changes to induce
DER or to pay for DER investments may cause som@ess to reduce their energy
consumption. The value of th



the increased value of electric services that DERs praowidestomershat incorporatethe
principles of competition, efficiency, and customer choiChief among thedeenefitscould be

the extravalue thatustomers of retail electric services derive from the increased customization
of thoseservices?®

We do not have a basis to recommend specific ways to measur®&irdmenefits.
Rather, we want temphasize that the NY PSC is likely to create the conditions in which these
benefits can flourish if it fosters a competitive environment conducive to increased DER
participation®’

In addition, #hough Table 1 includes “Wholesale Market Pricg&cts” as a benefit, we
recommend thallyY PSC staff determine whether the beneficial effects of increased competition
receive adequate attentionthre power system modeling discussed at pagd$id-the Staff
BCA. The competitive benefitsf the REVare nofimited tothe immediate impasbf DERs or
energy efficiency projects that substitute for distribution system expenditlinesbenefits ma
also in%udethe longterm impacts ofncreased competiticat the distributiorievel of the power
system



Increasedcompetitionin formerly regulatednonopoly markets alsmay induce
efficiency improvements and more rapid innovatidmccordingly, wealsorecommend the
addition of “Efficiency mprovementsand “Increasednnovation”to the list of benefits in Table
1.

V. Sensitivity of BCA Results
The Staff BCA uses various mod¢eor assumptions to account famcertanties regarding

future technological, economic, and environmental conditionguré benefits and costs can
depend on the numerous






