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October 2, 2014

Ann G. Berwick, Chair
Department of Public Utilities
One South Station, 5th Floor
Boston, MA 02110

Re: Basic Service Supply Rates

Dear Chair Berwick:

I am writing to request that the Department of Public Utilities (“Department”) open an
investigation, pursuant to the Department’s supervisory authority found in G.L. e. 164, § 76, into
ways to mitigate the dramatic rate increases that will impact National Grid’s Basic Service
customers on 1’Jovember 1, 2014, as well as anticipated increases to other electric distribution
companies’ basic service rates.

In recognition of this Office’s limited statutoiy authority to review increases in basic
service supply costs under chapter 164, I am writing separately to ask the Department to consider
ways it can mitigate the impact these extraordinary rate increases will have on families and
businesses in the Commonwealth.

On September 16, 2014, National Grid submitted its Basic Service filing for the periods
November 1, 2014 through April 30, 2015 (“Winter Rates”). National Grid requested approval
of the results of its solicitation within five business days of the date of its filing. Consequently,
the Department stamp approved the filing on September 23, 2014.

National Grid’s Winter Rates are dramatically higher than its current rates. For instance,
Basic Service rates will jump from the current rate of 8.3 cents/kWh to 16.2 cents/kWh for
residential customers on the fixed price option. Small commercial arid industrial customers on
Basic Service will pay an average of 15.138 cents/kWh on a fixed rate. Large commercial and
industrial customers will pay between 17.3 cents/kWh and 17.8 cents/kWh on. a fixed rate.

For further perspective on the magnitude of the increased rates, last year’s winter rate for
residential customers on a fixed price option was 10.025 cents/kWh. Small commercial and
industrial customers paid 9.4 cents/kWh on a fixed rate. The fixed price option for large
commercial and industrial customers was 9.88 cents/kWh on. average.



The full magnitude of the increases in Basic Service rates may violate the Department’s
rate continuity precedent. See GAF Orders, D.T.E. 01-9 through 01-18 at 5 (2001). in. the GAF
Orders, the Department defined rate continuity to mean “that rate structure changes should be
made in a predictable and gradual manner which allows consumers reasonable time to adjust
their consumption patterns in response to a change in structure.” fri quoting Cambridge Electric
Light Company, D.P.U. 87-221-A at 7-8 (1988): see also National Grid, D.P.U. 09-39 at 402.
Here, rate increases for residential customers on the order of 37 percent higher from last winter
and 100 percent from the rate currently in effect are not gradual and do not provide consumers
with a reasonable amount of time to adjust their consumption patterns. Moreover, with the
heating season beginning at the same time as National Grid’s rate increase, many consumers will
have little ability to adjust their consumption patterns.

As such, the Attorney General’s Office respectfully requests that the Department work
with National Grid and other stakeholders to determine what part, if any, of the cost recovery of
the Winter 2014/2015 residential Basic Service rates may be deferred to the next 6-month period,
May 1, 2015 through October 31, 2015 to smooth out the rate impacts between those periods.
The Department should explore allowing more flexibility in the timing of recovery for Basic
Service supply costs for other rate classes as well.

Because the Department has an obligation to balance concerns for rate continuity against
additional carrying costs and market price distortion that may arise as a results of deferrals, the
Department should seek the involvement of stakeholders and establish some process to
determine the appropriate deferrals. See GAF Orders, D.T.E. 01-9 through 01-18 at 8 (2001).
The Attorney General’s Office. looks forward to working with all parties to develop a solution to
expected high winter rates from NSTAR Electric, Western Massachusetts Electric Company and
Fitchburg Gas and Electric Light Company dlb/a UnitiL

We also ask that the Department open a separate generic investigation into the

sufficiency of competition in the electricity supply market and the distribution companies’

reliance on, and exposure. to, that market. In. particular,. we urge the Department to review basic

service procuiement practices, mcludmg the timing of the sobcitation, as well as the methods

used to solicit The mvestigation should also review the effect of ISO New England&s winter

reliabilIty plans and the effect of current gas transportation constraints on wholesale energy

prices this winter and in future winters.

Finally, the Department should explore initiatives which could provide customers with

greater notice of these changes. In this regard, we acknowledge and appreciate the letters the

Department sent to the distribution companies, dated October 2, which ask the companies to

submit materials to the Department by October 10 describing how the companies may improve

their notifications of customers of impending rate changes.. We look forward to working with the

Department. the distribution companies and all stakehoiders to consider these important

improvements.
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Thank you for your consideration of our request. Please do not hesitate to contact me ifyou have questions regarding this or any other matter.

Sinere1y,

Jesse S. Reyes /
Chief, Office of Rtepayer Advocacy

cc: Alexandra Blackmore, National Grid
Jerrold Oppenheim, LEAN
Charlie Harak, NCLC
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% I DEPARTMENT OF PUBLIC UTILITIES

NOTICE AND REQUEST FOR COMMENTS

D.P.U. 14-BSF-D3-A October 3, 2014

Petition of Massachusetts Electric Company and Nantucket Electric Company dlb/a National
Grid to the Department of Public Utilities for approval of standard Basic Service rates for:
(1) November 1, 2014 through April 30, 2015, for its residential, street lighting, and small
commercial and industrial customers and (2) November 1, 2014 through January 31, 2015, for its
medium and large commercial and industrial customers.

On September 16, 2014, pursuant to Pricing and Procurement of Default Service,
D.T.E. 99-60-B (2000), Default Service Procurement, D.T.E. 02-40-C (2003), and G.L. c. 164,

§ 1B(d), Massachusetts Electric Company and Nantucket Electric Company d/b/a National Grid
(“National Grid”) requested that the Department of Public Utilities (“Department”) approve the
results of the Company’s most recent basic service supply solicitation for: (1) November 1, 2014
through April 30, 2015, for its residential, street lighting, and small commercial and industrial
(“C&I”) customers; and (2) November 1, 2014 through January 31, 2015, for its medium and
large C&I customers. On September 23, 2014, the Department approved National Grid’s
standard basic service rates for effect November 1, 2014.

On October 2, 2014, the Attorney General of the Commonwealth (“Attorney General”)
submitted a letter requesting, among other things, that the Department investigate whether the
impact of National Grid’s residential basic service rates can be mitigated by deferring a portion
of cost recovery to the next residential basic service term, May 1, 2015 through October 31, 2015

( attached). The Attorney General also requested that the Department consider allowing
National Grid to defer a portion of C&I basic service cost recovery. This matter has been
docketed as D.P.U. 14-BSF-D3-A.

The Department seeks written comments from interested stakeholders addressing
(1) whether and how any portion of National Grid’s standard basic service cost recovery should
be deferred to a future basic service term; and (2) other possible means to mitigate the effect on
customers of the standard basic service rate increase. The Department encourages interested
stakeholders to work together and provide comments as to potential solutions for mitigating the
impact of the basic service rates on customers. Since the approved basic service rates are
effective November 1, 2014, the Department seeks to resolve this matter in an expedited manner.
Therefore, written comments must be filed no later than 5:00 p.m. on Wednesday,
October 15, 2014. Any person submitting written comments shall file an original and two
(2) copies of such written comments with Mark D. Marini, Secretary, Department of Public
Utilities, One South Station, Boston, Massachusetts, 02110.



D.P.U. 14-BSF-D3-A Page 2
Notice and Request for Comments

In addition to paper filings, all documents should be submitted in electronic format by
e-mail attachment to: (1) dpu.efihing(state.ma.us; (2) the Hearing Officer
(jonathan.goIdberg(2istate.ma.us); and (3) the attached list of stakeholders. The text of the e-mail
must specify: (1) the docket number of the proceeding (D.P.U. 14- BSF-D3-A); (2) the name of
the person or company submitting the filing; and (3) a brief descriptive title of the document.
The electronic filing should also include the name, title, and telephone number of a person to
contact in the event of questions about the filing. All documents submitted in electronic format
will be posted on the Department’s website,
http://web 1 .env. state.ma.us/DPU/FileRoonildockets/bynumber (enter docket number
“1 4-BSF-D3-A”).

Any person desiring further information regarding this notice may contact Jonathan
Goldberg, Hearing Officer, Department of Public Utilities, One South Station, Boston,
Massachusetts 02110, telephone, 617-305-3500.




