Energy Advocacy:
Skills for Leaders

Weatherization Leveraged
Partnerships Project
The project offers training and assistance for all WAP
subgrantees in designing private partnerships and programs that
leverage their local WAP expertise.

Meg Power, Executive Director, EOS
megpower@oportunitystudies.org

Natalie Kramer, Policy Associate, CAP
nkramer@communityactionpartnership.com

How?
• At regulatory or legislative meetings
• Monitoring results of programs and utility's response
Why Now?
• Started >10 years ago, now is the time to pay attention
• Additional consumer protection issues on the table
We Can Help:
• Both with “start up” and with challenges in existing programs
• Resources to share
• Connection with experienced peers around the country
• Trainings and webinars like this one!
MegPower@opportunitystudies.org

WeatherizationPlus.org

NKramer@communityactionpartnership.com

Today You Get to Practice!
Hear insights from former Utility Commissioner
Role Play building relationships with Commissioners
Learn the ins-and-outs of a Rate Case
Practice creating and delivering an Oral Argument

Remember
• You are an expert on poverty and low-income energy affordability issues
• There are experienced peers around the country available to help
• The goal is increasing the impact of energy-efficiency services for low-income
households

MegPower@opportunitystudies.org

WeatherizationPlus.org

NKramer@communityactionpartnership.com

CAP Public Utility Training Houston,
TX
January 11th, 2018
Presented by

John T. Colgan

Introductions
• Who are you?
• Years in CAA work?
• Where do you do this?
• Why do you do this work?

• Why are you here?
• Somebody told you to be here?
• Most interesting topic for this time slot?
• Interesting topic I want to know more about?
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Who Am I?
• John T. Colgan is a semi-retired consultant and works to share his

knowledge, experience and to provide regulatory relations for
consumer and environmental advocates. He is Certified Community
Action Professional and worked with CAAs for most of his career. He
is a former Commissioner at the Illinois Commerce Commission. He
was appointed by Governor Pat Quinn in 2009 and served in that
position until January of 2015. Prior to this appointment he had a 40+
year career in advocacy, policy development and community
organizing.
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The Overview
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What is a Public Utility?
• A public utility is a business that furnishes an everyday necessity to the public at large. Public
utilities provide water, electricity, natural gas, telephone service, and other essentials. Utilities
may be publicly or privately owned, but most are operated as private businesses.

• Typically a public utility has a monopoly on the service it provides. It is more economically
efficient to have only one business provide the service because the infrastructure required to
produce and deliver a product such as electricity or water is very expensive to build and
maintain.

• A public utility is entitled to charge reasonable rates for its product or service. Rates are generally
established according to statutes and regulations.
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Regulatory Structures
Vertically Integrated &Restructured/Competitive
States
• Two different regulatory structures for IOU utilities
• Vertically Integrated have power plants in their rate base
• The utility owns the facilities that generate electricity (power plants)
• Natural gas, coal, nuclear, hydro, bio mas, etc.
• Everything needed to build and manage these plants is included in the rate base

• Restructured/Competitive
•
•
•
•
•

The utility does not own the generating facilities (power plants)
There is a separate market place where generators sell electricity to customers
Customers are free to shop for the best deal they can find
Generation is NOT included in the utility rate base

The cost of the fuel is passed on to the customer
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What is a Public Utility Commission?
Is this complicated? Yes and No
PUC’s have their own culture and language
- Terms like – used and useful – cost causers beneficiaries pay
– cost of service regulation
- It’s a world of law; economics; engineering; environmental
safety; & affordability
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What is a Public Utility Commission?
• Makes decisions based on Record Evidence

• A PUC’s mission and legal charge is to:
• Provide effective, proactive, and informed oversight of all regulated entities to ensure that they
operate at a high level of performance;

• Serve the public fairly, efficiently, safely, reliably, and affordably while addressing the goals and
future needs of the State;

• Do this in the most economically, operationally, and environmentally sound manner, and
affording the opportunity for regulated entities to achieve and maintain commercial viability.

• Some states have elected commissioners while other states have commissioners that are appointed
by the Governor with legislative confirmation.
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What are the rules?
• Commissioners & PUC Staff
•
•
•
•

They are public servants
Do you know who your state’s commissioners are?
You can meet with them on any issue - provided it is not on the specifics of a docketed case.
Any communications with the Commissioners on a pending docketed case that are not a part of a
legally noticed meeting are ex-parte in nature and need to be avoided. But if they occur, they need to be
documented and made available to all parties to the case

• Communications
• Once a case is filed all parties are required to provide and have transparent access to all
communications

• No briefing of Commissioners on the case prior to filing the case
• PUC proceedings are also governed by the State’s Open Meetings Act
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Record Evidence
What is this?
• A PUC can only make decisions on the record evidence.
• Commissioners cannot make up their minds based exclusively on their own
•
•
•
•
•

opinions
They need evidence from the parties to the case to make their decisions.
Any point of view that is not presented in the case record is not allowed.
If your point of view is not formally presented – it cannot be considered
Parties can partner with each other and file together
It has to be submitted and made a part of the record – RECORD EVIDENCE
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What is a Natural Monopoly?
• What is a natural monopoly?
• A type of monopoly that exists as a result of the high fixed or start-up costs of

operating a business in a particular industry. Because it is economically sensible to have
certain natural monopolies, governments often regulate those in operation, ensuring
that consumers get a fair deal.

• Because costs are lower due to economies of scale
• The PUC industry is a good example of a natural monopoly. The costs of establishing
a means to produce power and supply it to each household can be very large. This
capital cost is a strong deterrent for possible competitors.
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Why Should CAAs Be Involved?
•
•
•
•

How many WAP professionals are here?

How many LIHEAP professionals are here?
Are your customers able to afford utility services?
Rates:
• Are they too high?
• About right?
• Affordable?
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Why Should CAAs Be Involved?
• If you are not involved in the case, will someone else represent your
knowledge?

• Do we assumer everyone knows what we are doing?
• What happens if what you know and think is not in the record evidence?
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The Grid
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The Rate Case
• What is this?
• How does it happen?
• Who is involved?
• The Company
• The PUC Staff
• Interveners
• The PUC ALJs & Commissioners
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Rate Base

• Anyone ever hear of this?
• What is it?
• Why is it important?
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Public Utility Rate Making – The Basics
- What is the revenue requirement and how is it reaches
- Establish Rate Base (RB) – Utility Plant in Service & working capital (minus) accumulated
depreciation

- Electric – things like / Towers / transformers / meters/ cables/ wires/ electric poles /
tools / trucks / IT equipment

- Establish Rate of Return (ROR)
- RB x ROR = Required Operating Income
- Required Operating Income + Expenses = Revenue Requirement
- Expenses are things like: Income tax; operating and maintenance
- Rates are created to allow the utility to recover the approved Revenue Requirement
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Utility Regulation – How It Works
- A Rate Case is a litigated process that has many sections
- A Rate Case has seven basic sections and (after all parties have made their arguments) are usually thousands of pages
- Rate Base (RB)
- Rate of Return (ROR)
- Required Operating Income
- Expenses
- Revenue Requirement (a key component discussed in more detail later)
- Rate Design
- Cost of Service Study (COSS)
- The COSS will be the place where fixed charges are set
- Rate design involves all interested parties making arguments for how they should be set (record evidence)
- Commission Approval
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Cost of Service Study (COSS)
- Rate Design – once you have the revenue requirement decisions are made for how the utility will
reach that revenue requirement

- Cost of Service Study (COSS)
- Functionalize costs
- How much cost for generation, transmission, distribution
- Allocate each functionalized cost to each customer class
- Residential
- Commercial
- Industrial
- Classify - Determine how much of each allocated cost should be in the customer charge; the
demand charge; or the usage charge
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How Do L-I Customers Control Their Bills?
- What is a volumetric rate?
- The measure of energy used is the volume
- The rate is the cost per unit of energy used times the number of units
- What is the customer charge
- The Customer Charge (also called Fixed Charges) used to be limited to things like:
meter reading; accounting; and collections; etc. They were very small ($1 - $5
dollars)

- This is really what we are getting at today
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Rate Base
•

A utility’s Rate Base is the current value of the plant in service

•

Generating plants for vertically integrated utilities

•

No generation for restructured or competitive states

•

Towers to transmit electricity

•

Transformers

•

Meters

•

Electric poles

•

Tools – garage equipment

•

Cars – planes – trucks – etc.

•

Office furniture – computers – communication devices

•

Cash working capital (cash needed to cover day-to-day operations)

•

Add it all up and then subtract depreciation and it is what is called the Rate Base (the basic number used to determine rates)
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