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STATE OF VERMONT
PUBLIC SERVICE BOARD

Docket No. 5854

Invedtigation Into the )
Redructuring of the Electric )
Utility Industry in Vermont )

Order entered: 10/17/95

I. INTRODUCTION

The dectric utility industry in the United States is undergoing fundamenta
change, prompting a subgtantia rethinking of pricing and structuresin regiond
markets for electric generation and transmission services. Lower fud prices,
developments in technology, and dow load growth have resulted in prices for
wholesale generation services that are now well below the historic costs incurred by
utilitiesin order to provide service. These market developments are increasingly
attracting the attention of retail customers, particularly large users, who seek access
to low-cost suppliers of eectricity. In many states throughout the nation, regulatory
commissons, utilities, and customers are examining the framework for dectric
utility regulation, seeking new mechanisms to bring grester competition, customer
choice, and market discipline to the industry, while retaining the public benefits
associated with the franchise system.

Vermont has been among those states. 1n October 1994, the Vermont Public
Service Board and the Department of Public Service ("DPS' or "Department™)
convened a Roundtable on Competition and the Electric Industry to focus on options
for restructuring the eectric industry. The Roundtable established a Competition
Workgroup to study issues related to restructuring and to devel op recommendations
for how Vermont should proceed. After severd months of extensive research and
discussions, the Workgroup developed two sets of principles to guide restructuring
activities. These principles focus on key concerns both for the trangtion period and
for the resulting industry structure. The Workgroup stated that the two overarching
principles that should guide the establishment of a restructured dectric indugtry are
equity and efficiency. Because these statements of principle demongtrate
substantial progress on important issues by a broad group of participants, we believe



they provide asolid foundation for andyssin this investigation.

On September 14, 1995, the Department petitioned the Board to open an
investigation into how the regulated dectric utility industry in Vermont ought to be
restructured to best meet the future needs of Vermonters. Today, we grant that
request. We conclude that such an investigation istimely and appropriate, and can
materialy assg this gate and the region in developing a more effective dectric
industry.

Overdl, our god in thisinvestigation is to develop a framework for eectric
utility activities that will provide benefits from a more competitive environment
while maintaining and enhancing desirable fegtures of the current regulatory system.
This can be broken down into two discrete objectives.

Thefird isto identify gppropriate mechanisms and structures that will engble
Vermont to redlize the additiond efficiencies and benefits that market forces can
provide -- thisisthe god of greater market discipline. We aso seek to improve the
aignment between retail customer energy demands and the services ultimately
ddivered -- the god of greater customer choice. Participantsin our proceedings
will be asked to propose dternatives to the existing state regulatory regime in order
to improve incentives for utility efficiency and to promote regulatory economy.

Wewill dso ask participants to identify and implement mechanismsto
preserve key benefits derived from the exigting regulatory environment. The current
regulatory regime has assured the provison of ahigh leve of service qudity and
reliability that is critica to the state s economy and to the economic and physical
well being of ratepayers. The benefits provided through this structure aections to small business and
low-use cusomers. Respongble utilities have dso
been able to promote the long-term public good of Vermont with respect to end-use
efficiency, environmenta protection, and resource diversity. Effective trangtion
mechanisms must dso be created to ensure equitable treatment of utility investments
and commitments made on behdf of customers under the hitoric franchise system.
An important purpose of thisinvestigation is to ensure asmooth trangtion to a
restructured eectric indudtry, atrangtion that ded's efficiently and respongbly with
these well- established aspects of the public good.

We note that Vermont can and should create plans and a structure to secure
and accommodate competition in ways that reflect the unique character and vaues
of our state. At the same time, we recognize that eectricity markets are regiond in
scope, that al Vermont utilities are members of NEPOOL (atightly-integrated
regiona power pool) and that Vermont is a member of NESCAUM (an air-qudity
maintenance region). Our interna restructuring efforts must recognize these
redities. Moreover, Vermont representatives must continue efforts outside the sate
to create an effective market for generation services and to establish mechanisms
that ensure conggtency with pardld initiatives in neighboring Sates. Regiond
initiatives that will improve the efficiency of the overdl generation market should
continue to be advanced.

I1. PROCEDURE AND SCHEDULE
In its September 14th filing, the Department requests that the Board require
al of Vermont's twenty-two eectric digtribution dectric companiesto file
restructuring "plans’ by May 1, 1996. The Department's god isto achievea
restructured eectric industry in Vermont by December 31, 1997. On October 11,



1995, the DPS submitted a " Supplementa Filing on Structure of Proceeding.” Inits
second filing, the Department requested two procedura phases for thisinvestigation:

(1) that this proceeding contain an "initid period” for negotiation and
consensus building in order to "solidify and further strengthen the
principles’ of the Workgroup and to "identify the eements that should be
addressed by every utility restructuring plan”; and

(2) that a subsequent phase be established that would involve devel opment of

"utility specific plans' by each Vermont dectric utility.

The Department aso requested that the Board establish milestones for
reporting progress and for seeking further guidance from the Board through
workshops and conferences. In parald, the Department proposes to make progress
through the Workgroup of the Roundtable. Communication and direction between
the Workgroup and the Board and other partiesto this investigation would take
place at the workshops. Consensus principles and plans could be presented to the
Board at aworkshop or public hearing. Absent a consensus, the parties would be
given an opportunity to file commerts, and the Board would by rule or order
edtablish the principles and plan dements for Vermont utilities.

As previoudy noted, the Department's god isto achieve a restructured
eectric industry in Vermont by December 31, 1997. The Department has attached
ahigh priority to the timely consideration of these issues, a priority that we share.
Wewill endeavor to proceed expeditioudy on these issues, and will establish hedule for attaining
meaningful regulatory reform. We recognize that
there may be factors beyond the control of the Board or any of the participants that
will restrain the pace of activities. Nevertheess, we intend to advance these issues
with dl deliberate speed consstent with the Department s proposal. An extended
period of regulatory uncertainty is not in the best interest of Vermont s economy,
our electric service providers, or their customers.

In this Order, pursuant to 30 V.S.A. 2(c), 203, and 209, we open an
investigation into dectric indusiry restructuring in Vermont. Initsinitial period,
at
least, the purpose of thisinvestigation is to develop the information and policy bases
necessary to structure rulemaking by the Board and statutory proposalsto the
legidature. Theinitia conference is scheduled for November 7, 1995, from 9:30
AM to 1:.00 PM. The purpose of thisinitia conference will be to establish avison
for procedure and timetables in thisinvestigation. While we expect to proceed in a
manner consstent with the Department's proposal, we invite comment on these
issues from others interested in participating in the process. We dso invite the
DPS to provide further detail and clarification of their proposa.

At this point, we intend that thisinvestigation will produce a framework for
industry restructuring through rule and through proposadsto the legidature. We
recognize that as the docket develops, the need may arise to resolve specific matters
through contested case procedures. For example, utility specific filings may become
individua docket investigations in the context of a contested proceeding. We
invite comment from the participants on this intended procedure.

[11. ORDER
IT ISHEREBY ORDERED, ADJUDGED AND DECREED by the Public



Service Board of the State of Vermont that:

1. Pursuantto 30 V.SA. 2, 203, and 209, we open an investigation into
competition, customer choice, and restructuring of the Vermont eectric industry.
The purpose of thisinvestigation will be to develop the information base, principles,
and policy bases necessary to support legidative proposals and rulemaking by the
Board.

2. The Clerk of the Board shall provide copies of this Order to dl Vermont
electric utilities and independent power producers operating in Vermont, and to
interested members of the public.

3. Pursuant to 30 V.SA. 10, aninitia conference shdl be convened on
Tuesday, November 7, 1995 at 9:30 A.M, at the PSB Hearing room, Third Floor,
Chittenden Bank Building, 112 State Street, Montpelier, Vermont. The purpose of
this conference will be to address issues of schedule, scope, and objectives.

Dated at Montpelier, Vermont, this 17th day of October, 1995.

gRichard H. Cowart
Public Service

)

)

)
g/Suzanne D. Rude ) Boad

)

)
s/David C. Coen )

Office of the Clerk
Filed: October 17, 1995

Attest: ¥Susan M. Hudson
Clerk of the Board

Notice to Readers. Thisdecison is subject to revison of technica errors.
Readers are requested to notify the Clerk of the Board of any technical errors, in order that any
necessary corrections may be made.

Apped of this decison to the Supreme Court of Vermont must be filed with the
Clerk of the Board within thirty days. Apped will not Stay the effect of this Order, absent further
Order by this Board or appropriate action by the Supreme Court of Vermont. Motions for
reconsderaion or Say, if any, must be filed with the Clerk of the Board within ten days of the date of
this decison and order.



