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Executive Summary

nprecedented changes are underway in the electrici-

ty sector. New technologies are enhancing customer

choices for energy supply and uses. Renewable
energy and storage costs continue to fall, putting downward
pressure on electricity prices. And regulators, customers, and
third parties are beginning to expect an expanded list of out-
comes from the electricity sector, including reduced emissions,
enhanced equity and affordability, and access to new market
opportunities. All of these trends are putting pressure on the
existing rules and processes we use to regulate the electricity
system, and leading many states, utilities, and stakeholders to
push for a range of modifications. Responding to these myriad
forces and trends requires leadership, which can come from
the governor’s office, the Public Utility Commission (PUC),
and/or key legislators.

At a basic level, regulatory reform seeks to adjust the
traditional regulatory model to be more responsive to the
outcomes that are most beneficial to society. This often
involves adjusting the utility business model to better align
utility financial incentives with outcomes like environmental
performance, technology innovation, and evolving customer
demands. States are also exploring how electricity market
structures, utility planning and grid investments, and prices
charged to consumers need to evolve in light of the changes
underway in the industry.

Regulatory reform efforts are being initiated across
the country by a range of actors within the electricity
system. Legislatures are allowing or requiring PUCs
to investigate or undertake regulatory changes. In other
places, PUCs are exercising their existing authority to
do the same. Utilities and stakeholders are engaged in
collaborative efforts to better understand and promote new
visions for the future electricity sector.

Regulatory reform efforts represent an opportunity for
states to undertake new kinds of stakeholder engagement
that are not typical of PUC proceedings. More open-

ended and collaborative efforts can lead to better working
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relationships among stakeholders, enhanced understanding of
technical issues and various points of view, and more creative,
durable policy outcomes. A well-designed process can lead to
better and more transformative outcomes.

States have many options when designing a process
to undertake regulatory reform. This paper highlights
key elements of a successful stakeholder process:

« A well-defined scope of the potential reforms being
considered: A clear scope will sharpen the process and
align stakeholders toward common objectives.

«  Creative process elements that deepen and broaden
discussions: Embedding education and collaboration
throughout enhances the sophistication of the stake-
holder community and creates new working relation-
ships among parties in addition to greatly expanding
the set of possible solutions beyond the conventional
and incremental.

» Involvement and engagement of a wide range
of stakeholders: Outreach and inclusive process design
are often necessary to engage stakeholders who have
not historically participated in PUC processes. The best
processes will make clear how stakeholders can shape
the final outcome.

- Discussion tools designed for a specific purpose:
Neutral outside experts, briefing papers and educa-
tional materials, and small working groups outside of
the main meetings are examples of tools that can help
deepen knowledge of technical topics, enhance collab-
oration, and seek consensus, if desired. Well-structured
discussion can also help build a record of data and
resources on key topics or issues.

Some of the recommendations in this paper were
informed by the state of Oregon’s SB 978 stakeholder process
in 2018, which sought to investigate how developing industry
trends, technologies, and policy drivers may be impacting the
existing electricity regulatory system and whether changes

are needed to meet today’s societal objectives. In its SB 978



process, Oregon used many of the above elements successfully.
The end result was a well-received report containing a number
of recommendations that were informed by stakeholder
conversations and delivered by the PUC to the Legislature
in September 2018.
Our recommendations for regulators and policymakers
can be summarized as follows:
1. Establish vision and leadership. Successful processes to
accomplish change require proactive leadership from key

individuals within a state.

Balance an open scope with focused output. Strong
processes will be both expansive in nature and pegged to
specific end results.

Employ new approaches. Investigatory processes provide
a state with the rare opportunity to try something new in
its public processes.

Develop a state-specific process. No two processes will be
the same; it is crucial to tailor the specifics of the process

to the ambitions and considerations of each state.
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he existing system of utility regulation has been

largely unchanged over the last century. It has been

very effective at ensuring widespread electrification
of the U.S. and drove capital investment in an expansive and
high-performing system of generation, transmission, and
distribution. Utilities have a variety of ownership structures
(some are investor-owned, others are owned by the public or
members) and types of physical assets (some own power plants,
and others do not), and there is a range of regulatory, policy,
and market forces that influence their behavior. Because of the
monopoly structure of the industry and the essential nature
of electricity service to modern life, utilities that are profit-
making enterprises are regulated by the federal government

and the states to ensure that the public interest is protected.

Why Is Change Necessary?

REGULATORY ASSISTANCE PROJECT + ROCKY MOUNTAIN INSTITUTE

Changes are underway in the electricity industry that
challenge or raise questions about the traditional system of
utility regulation. Regulatory reform looks at whether the
historical way we have regulated utilities needs to change in
light of these changing circumstances. The details of regulatory
reform options will be different from utility to utility and
state to state, but this paper identifies common elements for
developing a successful public process to explore and consider
reform choices. Throughout, we highlight the process and
lessons learned from Oregon’s 2018 investigation into regulatory
reform, as one example of how states can navigate the options
before them. We conclude with some considerations and
recommendations for policymakers and regulators from

jurisdictions that may seek to lead their own reform initiatives.

Technology, consumers, and policy are challenging the traditional system of utility regulation.

Customers are demonstrating interest in controlling their
energy use, getting their energy from cleaner resources, and

making use of distributed resources like solar and storage.

Utilities and regulators alike are feeling pressure to address
new policy goals, integrate new and innovative technologies

into the grid, and enhance affordability and equity.

Technology
advancements

Resilience

Customer
choices

Policy goals, e.g.,
environmental
performance

Existing
system

Deployment
of distributed
energy resources

Affordability and
equity concerns

Safety and
reliability
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What Is Utility Regulatory Reform?

Regulatory reform seeks to alter how utilities are currently regulated in order to achieve new,
improved, or different outcomes for consumers and society.

Regulatory reform seeks to alter the current structure of profitable for the utility. For example, regulatory reform
economic regulation of utilities. The traditional regulatory can make the utility business model more responsive to
model primarily rewards utilities for making capital environmental performance, technology innovation, and
investments in traditional infrastructure (e.g., power plants, evolving customer demands, while maintaining a focus on
transmission lines). Regulatory reform seeks to make the traditional values like safety and reliability.

outcomes that society most desires the ones that are most

7
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Existing System of Utility Regulation

Understanding requlatory reform requires understanding how the existing system of
economic regulation works.

Market Structure Legislation and Policy Integrated Resource

Whether or not utilities Law and policy guide and determine utility actions, A
operate in a competitive including requirements around safety and reliability, as Utilities often develop
wholesale or retail well as newer policy goals like advancing clean energy or and file an integrated
environment influences combating climate change. resource plan as required

what they can do and by regulation, usually

the types of decisions every three to five years.

they make. These plans describe the

Legislation set of resources that utili-

and Policy ties believe will be needed
to meet the service needs

Market Structure
Rate Design of their territory.
The way that prices are Planning . S
structured for customers and Grid Grid Modernization

fFects how th Modern- .
affects how they use ization Utilities are evaluat-

electricity and whether ing and undertaking

they have incentives investments to mod-

to conserve energy or ernize their systems to
install and manage their better integrate new
I Revenue
own distributed ener . i

gy Regulation technologies that are
resources. (i.e., Utility becoming available, such

Business as advanced distributed

Model)

resources like solar.

Revenue Regulation

Utilities are obliged to serve all customers. In exchange, they ~ Traditional regulation gives utilities an incentive to increase

are allowed to charge customers rates that will compensate sales. In the short run, increased sales mean increased
the utility fully for the costs of doing so (the “cost of ser- profits; in the long run, increased demand for electricity
vice”). In addition, utilities earn a return on equity. will lead to a need for more investment in the utility’s
Specifically, they earn a rate of return on the capital they infrastructure (i.e., rate base) and boost their opportunity
have invested in “rate base,” which includes long-lived for profit.

investments such as power plants, wires, poles, transformers,
and so on. They use this rate of return to pay dividends to
shareholders.
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Regulatory Reform Options for Consideration
Revisions to utility requlation can occur in any part of the system.

Market Structure Legislation and Policy

States continue to

Integrated Resource

Planning

Policymakers are requiring investigation and modifi-

evaluate the role and cation of elements of the regulatory structure and are The tools and processes

benefits of competition putting new obligations on utilities, such as carbon for planning for long-term

and markets in achieving reduction. utility generation and

desired outcomes. For infrastructure resources are

being re-evaluated, specif-
ically whether they should
be integrated with plans for

example, some Western
states are exploring the
feasibility of a broader

wholesale power market the electricity distribution

Legislation
and Policy

in the region. system, which have histori-

Rate Design

States and utilities are

Market Structure cally beefl separate proces's-
es. Such integrated planning

exercises give regulators and
Planning
and Grid
Modern-
ization

stakeholders more insight

updating pricing and into utility system needs.

compensation for things
like distributed solar,
electric vehicles, storage,

Grid Modernization

These dockets are beginning

demand response, and
other innovations. For
example, “time-of-use”
rates can better reflect the

costs and benefits of these

UNDER-
CONSTRUCTION

resources to the grid.

Regulation
(i.e., Utility

to explore how investments

Revenue

in the grid can best enable
customer participation in
Business , energy management, clean
Model)

\o 8 g

energy, and energy effi-

ciency in addition to other
improvements in system
operation.

Revenue Regulation

States are making adjustments to the cost-of-service model
of revenue regulation, specifically working to lessen the
incentive to invest capital in rate base for the purpose of
growing utility profits. This can be done by creating other
ways for utilities to earn a return for their shareholders that
are not related to investing in physical assets.

Many states are taking action to remove the short-run
incentive to increase sales. This is done by changing the way
customer rates are structured such that the utility will earn
enough revenue to cover costs and meet their obligations

to shareholders, regardless of the volume of sales (e.g., the
number of kWhs sold). This practice is known as decoupling.

Others are beginning to create incentives and penalties
for utility performance on outcomes. This could be related
to a number of desired outcomes, such as enhanced grid
reliability, operational efficiency, or reduced time for
customer-sited distributed resources to interconnect to the
utility system. This is sometimes referred to as performance-
based regulation (PBR).
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Regulatory Reform Across the Country
A variety of states are considering and pursuing different types of requlatory reform.

Oregon Minnesota Michigan
+ SB 978 created an » Xcel performance-based » Conducted a study of
open investigation regulation proceeding performance-based
into multiple « Integrated distribution ratemaking
aspects of planning proceeding « Aligning distribution
the regulatory covering utility business planning with Rhode Island
structure model questions performance metrics « Power Sector

Transformation

Illinois

California + Performance-based + Reforming
+ IDER regulation the Energy
proceeding’s * SaaS as capex Vision
competitive o _NextG_nd_
solicitation s investigation
incentive
pilot
Washington, DC
» Grid modernization
proceeding

covering utility
business model

questions
» Proposed DC DER
Authority
Arkansas
» Docket to
explore DERs
and data
access issues Ohio
» PowerForward Collaborative,
Hawaii including Distribution
» PBR proceeding System Planning Working
* Integrated Group and Data and Modern
Grid Planning Grid Working Group
proceeding
» DER policies
proceeding

Market Track

11
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Impetus for Regulatory Reform

Leadership can come from different actors.

Legislature Stakeholder/Utility

Legislators, typically via a bill,

can instruct their state PUC to
investigate regulatory reform
options or give it authority to alter
the regulatory structure.

Clearly stated intent to the
commission is important for

shaping the process and outcomes.

Examples: Oregon SB 978 (2017),

Michigan PA 324 (2016)

A governor can provide direction

to the PUC and/or other related
agencies to initiate a proceeding or
process to investigate or implement
reform options. Top-level leadership
buy-in and guidance on objectives
and priorities can be very helpful.

In many states the PUC has existing
authority to open a proceeding to

explore regulatory options.

Examples: Illinois NextGrid, Rhode
Island Power Sector Transformation

in 2017.

A group of stakeholders could

take initiative to negotiate and
discuss regulatory reform among
themselves. This can also be
initiated by a utility seeking input
on or approval for investments (e.g.,
rate recovery for grid modernization
expenses). A stakeholder community
can use a utility’s proposal to

open discussions around broader
regulatory reform.

Examples: Minnesota E21, Hawaiian
Electric’s Integrated Grid Planning

In Oregon, the Legislature passed Senate Bill 978

o This bill required the PUC to establish a public process to
investigate how developing industry trends, technologies, and
policy drivers may be impacting the existing electricity regulatory
system and how it may need to be changed as a result.

o Key question for leaders: Are changes to the regulated electric
system and its incentives needed to help meet today’s most
important societal objectives?
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Reform in Action:
Process Elements
and Lessons From Oregon
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ndertaking regulatory reform is a significant

departure from “regulation as usual” for utilities

and PUCs. Regulatory reform is significantly more
complex and requires different attention and processes than a
traditional rate case or PUC rulemaking. It requires an assess-
ment of the current system as a starting point, and an under-
standing of what’s working and what isn’t, before designing
any solutions.

Regulatory reform efforts represent an opportunity for
states to undertake new kinds of stakeholder engagement
that are not typical of PUC proceedings. More open-ended
and collaborative efforts can lead to better working rela-
tionships among stakeholders, enhanced understanding of
technical issues and various points of view, and more creative,
durable policy outcomes. A well-designed process can lead
to these better outcomes. States have many options when
designing such a process. We recommend the consideration of
four key elements of a successful stakeholder process:

« A well-defined scope of the potential reforms being
considered: A clear scope will sharpen the process and
align stakeholders toward common objectives.

»  Creative process elements that deepen and broaden
discussions: Embedding education and collabora-

tion throughout enhances the sophistication of the

Scope of Reform

Before a process begins, all stakeholders should
understand what the reform process is designed to investigate
and what level of reform is possible as a result of the
proceeding. In some cases, such as the current performance-
based regulation proceeding in Hawaii and Reforming the
Energy Vision in New York, the recommendations and
outcomes may significantly change the industry structure

or utility business model. For other processes, such as the

REGULATORY ASSISTANCE PROJECT + ROCKY MOUNTAIN INSTITUTE

stakeholder community and creates new working
relationships among parties in addition to greatly
expanding the set of possible solutions beyond the
conventional and incremental. Having a clear end goal
(e.g., a final report with recommendations) focuses the
work of participants.

« Involvement and engagement of a wide range
of stakeholders: Outreach and inclusive process design
are often necessary to engage stakeholders who have
not historically participated in PUC processes. The best
processes will make clear how stakeholders can shape
the final outcome.

«  Discussion tools designed for a specific purpose:
Neutral outside experts, briefing papers and educa-
tional materials, and small working groups outside of
the main meetings are examples of tools that can help
deepen knowledge of technical topics, enhance collab-
oration, and seek consensus, if desired. Well-structured
discussion can also help build a record of data and

resources on key topics or issues.

In this section we elaborate on these four elements and
share lessons learned from Oregon’s 2018 regulatory reform

process.

performance metrics proceeding in Minnesota, the scope
of options may be more limited, designed to explore only a
few performance incentive mechanisms and a specific set of
objectives or outcomes.

A clear focus and scope sharpen the process and align
stakeholders toward a common objective. It is important for
participants to understand at the outset what will and will not

be possible—or “within scope”—through such a process.
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STATE OF ORggoy
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In Oregon, the commission designed a process that allowed
for an exploratory scope while still addressing the three
overarching topics specifically called for in SB 978. Participants
were encouraged to consider the many elements and features
of Oregon’s electricity system and to inquire whether changes
are needed to address evolving circumstances and needs.

The stakeholder meetings uncovered many substantive issues.
Through democratic facilitation processes, stakeholders
coalesced around four key areas for deeper investigation:
customer choice, economic efficiency, access, and a low-carbon
future. Working groups dug into these topics outside of the

The scope of Oregon’s process was exploratory while addressing
specifics in the enabling legislation.

Sample Meeting Objectives

monthly facilitated meetings, which helped to advance
all stakeholders’ understanding of the tensions and
opportunities within each topic area.

The PUC developed a set of objectives to drive the work of
the meetings to align with each of the three overarching
topics laid out in the SB 978 language: an investigation into
the existing regulatory system and how well it is working;
the policy trends and technology drivers that are putting
pressure on the existing system; and possible options for
changing the existing regulatory system to respond to
identified needs, policy trends, and technology drivers.

Existing System Trends and Drivers Potential Change

o Commissioners and staff under- .
stand stakeholder perspectives
on the way the current system
works.
o Participants have a collective
understanding of the basic
features of the current system. .
o All parties gain a greater
understanding of where
consensus and disagreement
exist regarding how well (or
not) the current system works
at achieving desired outcomes.

Provide an educational over- .
view of key policy trends and
technology drivers to ensure

that stakeholders understand

nuances of changes happening

in the sector.

All parties gain understanding .
of policy tensions in the exist-

Refine a list of possible options
for changes to the existing
system. Stakeholders have
opportunities to work together
to propose options and react to
others’ proposals.

Establish a refined set of key
issues, options, and trade-offs.

ing system and tensions that
are emerging through industry
trends, so that the PUC and
stakeholders can determine
which are most important to

address through any potential

regulatory changes.
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Types of questions “in scope” in Oregon’s process were quite broad,
and were narrowed down by participants through the process.

In Oregon, after the Legislature passed SB 978, the considered. As the figure below shows, the types of questions

PUC had to understand the range of possible options for its and topics that were deemed to be “in scope” in Oregon were

exploratory process and define the scope of what would be quite broad and inclusive.

Market Structure

o Should Oregon

Legislation

and Policy

Rate Design

Are customers

o Does the PUC need
additional legal
authority in order
to more proactively
implement policy
goals like carbon

empowered to make rate structures?

energy choices and
compensated ade-
quately for services
they provide to the
utility system?

Are rates structured in

a way that is equitable
and affordable to all
Oregonians?

Does rate design need
to evolve in light of
technology advance-
ments and evolving

customer needs and
capabilities?

Participation and Access

reduction or equitable

-
=2

contribute actively to
the development of

a Western organized
wholesale market?
Should there be more
choices for customers

Integrated Resource

Planning

o Do existing planning

as to where they get .
approaches give us

their energy? . .
&y all the information
we need to make

decisions about future

needs?

Grid Modernization

¢ Do we need utilities
to conduct trans-
parent distribution
system plans in order
to better understand
what investments are

needed to modernize
the grid?

Revenue Regulation

Do utility planning processes incorporate adequate
opportunities for all interested and affected parties to
meaningfully contribute?

Does the PUC currently implement practices that
allow for robust participation and contribution

from stakeholders who may not have traditionally
participated in utility regulation in the past?

 Should we shift some of the profit-making incentive of

utilities away from return on investment in rate base?
Should utilities be financially rewarded for accom-
plishing certain societal goals?

Should we work to make utilities financially
indifferent to nontraditional solutions, such as
working with a third-party vendor as opposed to
owning and operating an investment themselves?
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Process Options

LEADING UTILITY REGULATORY REFORM | 17

What roadmap or timeline will be followed? What types of interactions will participants

have with one another?

A well-designed regulatory reform process is collaborative
and takes place over a series of workshops. A neutral
third-party facilitator can help participants to build new
relationships, deepen understanding of all aspects of the

electricity system, and reach richer conclusions. It can also

help take the focus off the commission as both the facilitator of

a process and a participant in it, potentially allowing for more
meaningful participation by staff and commissioners.

The best workshops differ from traditional PUC dockets
in a number of ways. Embedding education and collaboration
throughout the process enhances the sophistication of the
stakeholder community and creates new working relationships
among the parties.

Regulatory reform offers the opportunity to explore
nontraditional formats that support collaboration and
iterative thinking, in contrast to the specific and rigorous
structure of hearings. This can lead to the consideration of
more transformative solutions than might be considered in a
traditional PUC meeting format. In other words, the format of
the process can allow the substance of the conversation to be
different than it otherwise would be.

Rather than listening from a dais, commissioners can
be present as participants or observers, giving the process
significance, but also allowing for new modes of interaction.

Successful processes have PUC staff who are able to
champion this process, with the energy and capability to

design and execute a robust process and to try something new.

Photo: RMI

Designing the process such that it drives toward a specific
endpoint with known milestones along the way focuses
the work of the participants and gives everyone involved
an understanding of what the stakes are. It is important for
stakeholders to know in advance how their participation will

influence the outcome.
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In Oregon, staff developed a work
calendar that illustrated how each
workshop would fit into a larger plan for
addressing the key issues and arriving
at a final report to be delivered to the
Legislature. The calendar also noted for
participants when subgroup work might
be expected of them and when they might
be asked to provide written comments to
the commission.

A more traditional PUC method
of collecting written comments
from stakeholders provided a couple
of opportunities for individuals and
organizations to clearly state their
different perspectives. Including a couple of these more
“traditional” process elements can help alleviate concerns
stakeholders might have around a new type of process.
Building this into the work calendar at the outset enabled a
more collaborative environment in the workshops and small
working groups.

Although the process iteratively evolved somewhat along
the way in response to the issues raised, this clear roadmap
allowed participants to understand the scope and end
point; understanding where the process was headed helped
participants anticipate issues and how they would be expected

to engage.

Oregon’s process design included a clear plan for addressing the key
issues and completing the final report.

Photo: Shutterstock.com

By using more interactive facilitation tactics, the
stakeholder meeting design made clear that this process was
not like other PUC meetings. Commissioners and participants
had the opportunity to engage in conversation and directly
understand one another’s questions and concerns, without
the potentially adversarial or zero-sum dynamic that can be
present in a rate case or other docketed process.

In addition to an engaged and committed PUC team,
the Oregon commission engaged outside expertise to design
and facilitate the workshops, as well as expertise to guide the

content of the work.
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The Oregon Process

T T

Activities: Activities: Activities:

o Process plan announced to » Engage stakeholders for o Third external meeting,
stakeholders early January presentations at the second with a focus on facilitated

o First external meeting, Jan. 30 external meeting stakeholder conversation around

o Engage a facilitator and external » Develop framing paper or “Investigation of the existing
expertise presentation for distribution energy and regulatory system”

Milestone: Develop an prior to meeting Milestone: Allow opportunity
understanding of the process » Second stakeholder meeting, for stakeholder comments on
with stakeholders Feb. 22, with an education focus investigation to date

on the topic of “Investigation
of the existing energy and
regulatory system”

Milestones: Development of
framing paper, second external
meeting, and guiding principals

Activities: Activities: Activities:

o Fourth stakeholder meeting, with o Aggregation of any comments as o Development of a framing
an education focus on the topic a result of the previous meeting document or presentation
“Investigation of policy and and distribution to stakeholders on potential changes to be
technology trends” and general « Fifth stakeholder meeting, with distributed prior to the sixth
identification of trends a focus on facilitated stakeholder meeting

o Report out from any subgroups conversation on “Investigation of « Sixth stakeholder meeting, with
that developed as a result of third policy and technology trends” a focus on identifying potential
meeting Milestone: Allow opportunity changes

o Request that stakeholders file for stakeholder comments on Milestone: Development of a
comments on trends investigation to date framing document for June

Milestone: May request stakehold- meeting

ers file comments on trends and
public policy objectives with
views on how they impact the
existing regulatory system

Investigation of policy and technology trends Identify potential changes
Activities: Activities: Activities:
» Optional seventh meeting » Stakeholder comments on draft « File final report with the
o Finalize development of draft report due Legislature
report for distribution to « PUC will begin finalizing report Milestone: Submittal of the final
stakeholders in late July Milestone: Stakeholder comments report to the Legislature by
Milestone: Distribution of draft due Sept. 15

report in late July

Identify potential changes Final report preparation
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Stakeholder Engagement

Who needs to be involved, and how?

For regulatory reform to be successful, it is necessary to
have all key stakeholders meaningfully involved. Utilities,
energy providers, and consumer advocates are usually well
versed in utility regulation. Without the inclusion of new
voices, any “new” solution or regulation risks repeating
the issues or blind spots of the existing system. Thus, it is
important to consider the perspectives of environmental
justice groups, low-income advocates, city and county
governments, third-party technology providers, and other
nontraditional groups. All these perspectives are necessary to
fully assess the current system and emerging needs. Ultimately
the outcomes of the process will be more robust and durable if
a broad set of stakeholders is meaningfully engaged.

Special attention and outreach are often necessary to
engage stakeholders who have not historically been involved in
PUC processes. To create access for these groups, the process

must be designed with new types of interaction opportunities

Education and
collaboration

Process is designed to
generate new insights

Broad
participation
Expansive and inclusive
stakeholder engagement

REGULATORY ASSISTANCE PROJECT + ROCKY MOUNTAIN INSTITUTE

and with education embedded throughout.

Carefully designed and facilitated meetings can support
meaningful collaboration from all participants and ensure
that all voices are heard. Through conversations in small
groups and partners, stakeholders have a chance to share
their thoughts in a more equitable way than through more
traditional formats.

The best processes will make clear the opportunity for
participants to shape the outcome of the process, rather than
being a march to a predetermined outcome, or a process for
process’s sake. Stakeholders who engage meaningfully will be
able to see their input reflected in the final products.

Designing a process that allows for sustained, deep
participation will benefit greatly from the commitment and
intentionality of PUC staff. This might require an internal
PUC decision about how to balance staff time and resources

with enabling the best possible outcomes.

PUC staff
commitment
Process has
strong leadership

Meaningful stakeholder participation

Better, more durable outcomes
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The Oregon commission was
committed to engaging new participants
during the SB 978 process. Staff built a list
of participants to invite through outreach to
representatives of environmental justice and
community-based organizations and to local
governments.

Even after stakeholders were involved,
there was continued attention to inclusion
and education, including the formation of an
education committee that focused on getting
materials to newer participants. A subset of
these participants took part in a three-day
facilitated meeting to consider new participation approaches
for disadvantaged communities.

Through collaboration and mutual education, Oregon’s
process led to a deeper understanding of community
concerns and barriers to participation. This knowledge and
understanding was reflected in the final SB 978 report to the
Legislature, including specific ways to improve outcomes
for these communities. The PUC plans to incorporate these
learnings into its processes going forward.

For all participants, the SB 978 process was intentionally
designed to feel different from the formal meetings or hearings
participants were used to. From the room arrangement to use

of small groups and availability of background materials, the

Oregon’s approach to engaging stakeholders included outreach to
groups that historically have not been active in PUC proceedings.

Photo: RMI
process made clear that it was open to new ideas in a way that

traditional proceedings might not be.

Through having these new voices in the room, equity and
access emerged as a key issue, and one of the four subgroups
focused on access and affordability. Without the focused effort
to ensure that new voices were in the room, these topics likely
would have been largely absent from the process itself and,
ultimately, the PUC’s report to the Legislature.

Of course, this approach to meaningful stakeholder
participation can be further improved, but through
SB 978, Oregon tested new approaches, started crucial new
partnerships and conversations, and developed new ideas

for future processes.



Discussion Tools

Neutral outside experts

For robust collaboration
and useful ideas to can offer their perspec-
surface, stakeholders tive and knowledge
need to have a basis of through written materi-
knowledge for what is als as well as in-person
currently happening in presentations, conver-
the system and what sation, and coaching.
potential options for Where experts can bring
change might look like. in their experience
One tool for doing this from regulatory reform
is to enlist a PUC staff in other jurisdictions,
member and/or utility stakeholders can learn
representative to gather what has worked and
available data about what has not.
how the existing utility

system is performing

on some key metrics,

such as reliability, safety,

emissions, and others.

It is also important for

the outcomes to not be

predetermined. Without

this, it may be difficult

to get participants to

engage in discussion

about creative or new

solutions.

Discussion or briefing
papers, developed
either by staff or
outside experts, provide
education and build a
common understanding
for conversation in
advance of workshops.
By providing frameworks
to weigh options

and trade-offs, these
resources can help
stakeholders of all
experience levels to
structure their thinking

and craft proposals.

Between meetings,
stakeholders can be
asked to do “homework”
to refine their thinking
and give feedback to
staff. In Hawaii, this
work took place as party
briefs, which are position
papers filed by each
individual stakeholder
entity. “Homework” can
be conducted either as
individual organizations
or as groups of stake-
holders and should

be carefully designed

to be most useful to
both stakeholders and
commission staff. Work
between meetings can
also be used to deepen
collaboration and seek

consensus.
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U

Oregon’s approach to discussion included a variety of tools.

The beginning of the SB 978 process was focused on Each working group consisted of a diverse set of stakeholders,
creating a foundation of knowledge about the existing system

including representatives from the two investor-owned
among participants. The materials provided by an outside

utilities, the largest natural gas utility, customer advocates,
neutral advisor helped establish a common understanding and

environmental nongovernmental organizations, community-
knowledge of utility regulation and Oregon context. APUC staff  based organizations, municipalities, and members of the public.
person gathered data from existing sources and presented at a

The groups met between meetings to further their thinking
workshop on how the state’s utility system has been performing

and develop memos around their particular topic area.
on reliability, safety, carbon emissions, and other metrics that In addition to furthering the thinking of the individuals in
were of interest to participants. This exercise revealed some gaps  the group, the working groups provided a valuable and unusual

in data availability on certain issues stakeholders care about, opportunity for collaboration between unlikely partners. In

indicating some potential next steps and recommendations. a traditional commission proceeding, many of these parties
Over the course of the stakeholder meetings, presenta- would find themselves solely arguing their own position. Not

tions from outside experts, work group coaching, and topical only did the work groups afford stakeholders the opportunity

written materials supported learning and consensus building to discover points of agreement and disagreement, the ex-
around the key issues, trends, and opportunities.

pectations for the work groups meant that they had to work
Partway through the process, the primary focus of the

together to refine their thinking, develop proposals, and ulti-
participants narrowed to four key topic areas: access, low-carbon  mately submit one memo detailing the findings of the group.
future, economic efficiency, and customer choice. Participants

These discussion tools allowed the stakeholder meetings

self-organized into working groups for each of these topics. to be more productive and dive deeper into issues.

Cunomer Cholee Gronk
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Images from front to back: primer on the basics of utility regulation and Oregon’s context, produced by RAP for workshop No. 2; memo on affordability,

access, and participation for all customers, produced by the “Access” subgroup for workshop No. 5; primer on trends in technology and policy, produced by
RAP for workshop No. 4; memo on customer choice, produced by a subgroup for workshop No. 5.



From Action to Impact
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aintaining momentum is important after a suc-

cessful process concludes. This means the process

leads to additional steps, rather than being an
end goal in itself. This can be communicated and effectuated
in a number of ways, including stating at the beginning that
participants can expect to see commission action out of the
process, by culminating the process in staff recommendations
to the commission for action, or by culminating the process

in directives for the utilities to undertake certain actions.

There are undoubtedly other ways to choreograph continued

ST.EI.T[ OF GF."EGGN
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momentum, but it should be clear that the process exists to
serve a larger purpose and not to simply undergo a process for
its own sake.

For progress to continue and real changes to be made,
leadership is an essential ingredient. Leadership can come
from a number of entities but is likely to involve some element
of political risk. Leadership on these issues is most notable and
effective coming from the governor’s office, commission, and
key legislators. PUC staff, stakeholders, and utilities can also

provide vision, direction, and motivation for moving forward.

In Oregon, the process is at a critical juncture. The commission’s final
report to the Legislature provided a clear roadmap for actions that
could be taken by the commission itself and by the Legislature. The

process in Oregon, from here, will move toward implementing one or
more of the policy options laid out in the report to the Legislature.

PBR proceeding

New regulatory
participation
models

Other outcomes



Recommendations
for Regulators
and Policymakers
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he power sector is changing in unprecedented ways

with technology innovation, customer demands, and

policy drivers putting pressure on the existing rules
and processes we use to regulate the electricity system. We
encourage regulators and policymakers to get ahead of these
trends and plan for a strategic and equitable transition to a reg-

ulatory system that works to accomplish their state’s goals. In
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particular, states with goals to boost clean energy use, reduce
emissions, enhance equity and affordability, or provide access
to new market opportunities should consider being proactive
in developing and executing a process with elements like those
described in this paper. Here we list a few recommendations

for regulators and policymakers to consider in that endeavor.

Establish

vision and
leadership

Balance an
open scope with
focused output

Use new
approaches

Develop a
state-specific
process

Given the current and
expected changes to

the electricity system,
regulatory change is
likely to be necessary in
coming years. Successful
processes to accomplish
change require proactive
leadership from key
individuals within a
state. For example,

PUC leadership can
establish ownership
over the process, rather
than having to consider
regulatory reform in a
rushed or reactive way.
A proactive process
allows for consideration
of changes on an

intentional timeline.

Strong processes will be
both expansive in nature
and pegged to specific
end results. Knowing
what the final output

of the process will be
ensures that the process
is of real consequence.
Simultaneously, an
investigatory process
provides the opportunity
to assess what is and

is not working across

the entire landscape of
electricity regulation. For
the process to be well-
respected, stakeholders
need to have confidence
that the outcomes will
have life beyond the

process itself.

Investigatory processes
provide a state with

the rare opportunity

to try something new

in its public processes.
Outside the constraints
of a traditional rate case
or docketed process, a
commission can consider
what voices and concepts
are missing from tradi-
tional proceedings and
seek to include them
more meaningfully. New
challenges warrant new

approaches.

No two processes

will be the same; it is
crucial to tailor the
specifics of the process
to the ambitions and
considerations of each
state. Strong processes
will support the learning
of participants and will
be highly collaborative
in nature. Using tools
like a neutral facilitator,
outside expertise,
stakeholder working
groups, and educational
materials that help
build a common
understanding among
participants will support
the process and enhance
stakeholder participation

and trust.
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