BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSISSIPPI

MISSISSIPPI PUBLIC SERVICE COMMISSION DOCKET NO. 2018-AD-64

IN RE: ORDER ESTABLISHING DOCKET TO INVESTIGATE THE
DEVELOPMENT AND IMPLEMENTATION OF AN INTEGRATED
RESOURCE PLANNING RULE

ORDER SEEKING COMMENTS ON PROPOSED RULE

Consistent with the Order Establishing Docket entered in this matter, the
Mississippi Public Service Commission (“the Commaission”) declares its infent to
further consider the promulgation and implementation of Integrated Resource
Planning standards and reporting requirements for Mississippi public utilities.
Accordingly, the Commission 1ssues the attached proposed Integrated Resource
Planning and Reporting Rule (Exhibit A) for public consideration and comment
pursuant to Miss. Code Ann. § 77-3-45, the Missis,si}gpi Administrative Procedures
Act, Miss. Code Ann. §§ 25-43-1.101, et. seq., and Rule 26 of the Public Utilities
Rules of Practice and PrO(.:e“dure.

1. At its May 8, 2018 Open Meeting, the Commission voted to open a
docket for the purpose of investigating the development and adoption of an
Integrated Resource Planning Rule in Mississippi. The Commission’s Order |
Establishing Docket delineated guidelines for parties desiring to intervene and/or
submit initial comments. Multiple interveners — including electric companies and
other stakeholder groups — appeared and filed formal comments in response to the

Commission’s initial Order. Among them, Entergy Mississippi, LLC (“EML”)
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included with its comments a proposed IRP Rule that would combine long term
resource planning with the planning and implementation of energy efficiency
programs and other annual energy delivery efforts, thus effectively modifying Rule
29 of the Public Utility Rules of Practice and Procedure.!

2. Because the Commission’s initial Order Establishing Docket only
sought comments regarding the development of an IRP Rule for regulated electric
utilities, initial comments were not submitted on behalf of regulated gas utilities.
However, the Commission’s existing Rule 29 applies to both gas and electric
utilitieé; thefefore, on December 11, 2018, the Commaission issued an Order
Requesting Comments specifically requesting feedback from all interested parties,
including gas companies, on the form and substance of EML’s proposal.2

3. The Commission has reviewed all comments filed to-date in Docket No.
2018-AD-64. After carefully considering the initial positions expressed by all
interested parties, the Comrﬁission finds it is in the best interest of Mississippi
ratepayers and utilities to proceed with the development of a comprehensive
Integrated Resource Planning Rule, and to establish reporting requirements both
for long term electric planning and for annual energy delivery planning by
regulated gas and electric utilities. Therefore, pursuant to the Mississippi

Administrative Procedures Act and applicable Commission Rules,3 the Commission

1 See R.P. 29, “Conservation and Energy Efficiency Programs.”

2 See Dec. 11, 2018 Order at p.2, Docket No. 2018-AD-64.

3 Miss. Code Ann. §§ 25-43-1.101, et. seq; Rule 26 of the Public Utilities Rules of Practice and
Procedure A
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seeks comments concerning the draft rule attached hereto as Exhibit A from all
interested persons and public utilities.

4. Any person desiring to participate in or receive further notice of these
proceedings, who has not already intervened as an interested party, is required
under RP 6.121 of the Commission’s Public Utility Rules of Practice and Procedure
to file a written petition to intervene on or before twenty (20) days from the date of
notice.

5. All written comments or submissions pertaining to the propose rule.
shall be filed with thé Commission on or before August 1, 2019.

6. Once filed, the submissions and comments will be reviewed by the
Commission and will be available for the public via the Commission’s Website or by
making a public records request. After the comment period has expired, the
Commission will submit a final proposed rule and will conduct a public hearing in
accordance with the Mississippi Administrative Procedures Act on a future date to
be determined by the Commission and noticed by the Executive Secretary.

7. The Executive Secretary is directed to provide notice to the public that
the Commission is seeking comments regarding the subject matter identified herein
for possible rule-making by filing such Notice with the Secretary of State’s Office for
publication in its Administrative Bulletin in accordance with the Mississippi
Administrative Procedures Act, Miss. Code Ann. §§ 25-43-1.101 et seq.

8. The Executive Secretary is further directed to transmit a copy of this

Order to all parties of record, the Office of the Attorney General, all affected public
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utilitiels and any other parties of interest identified. The proposed rﬁie, including
any additions and modifications shown to be necessary or appropriate for adoption
by the Commission through filed comments or at the public hearing, may be
incorporated into and become effective upon entry and proper filing of the Final
Order.

9. The Executive Secretary shall also cause notice of this proceeding to be
published according to applicable law.

This Order is effective upon issuance. Chairman Brandon Presley voted

Q}_jﬁ ; Vice Chairman Cecil Brown voted %ﬁ{and Commissioner Samuel F.
Britton voted %‘/

SO ORDERED, this the “ " day of June, 2019.

@ PRESLENCHAIRMAN

ND
C -

SAMUEL F. BRITTON, COMMISSIONER

Executive Secretary

W

Effective this the y of June, 2019.
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Chapter 29 Integrated Resource Planning and Reporting

Rule 29

100  Purpose
The Integrated Resource Planning and Reporting (“IRP”) Rules set forth in Sections 104
through 106, infra, shall be used by jurisdictional investor-owned electric utilities
regulated by the Mississippi Public Service Commission (“Commission”) in the
development and reporting of long-term resource plans. The IRP reporting requirements
established herein are intended to allow electric utilities the necessary flexibility to
formulate plans that reflect their specific circumstances and best meet the needs of their
customers, while providing a level of transparency that furthers the public policy goals of
this Commission and the State of Mississippi. Comprehensive IRP should include an
analysis of supply and demand-side resources, and consider transmission needs, in order
to satisfy the utility’s load requirements while balancing costs, energy reliability and
efficiency, environmental responsibility, risk mitigation and reasonably priced service for
customers. Yet the process should remain flexible to account for changing conditions
that affect the planning process.

An efficient delivery system is also integral to overall energy efficiency. For electric
utilities, the energy grid is moving from what has historically involved primarily
unidirectional energy flows into a more fully integrated energy network, where energy
flows bi-directionally between retail customers and utilities. Delivery efficiency and
maintaining adequate reliability potentially become more challenging and increasingly
important as the system becomes more complex. For natural gas utilities, technology is
also advancing in areas such as system integrity and energy efficiency. Consequently, all
regulated gas and electric utilities shall report to the Commission annually, as described
in Section 500 of this Rule, on their efforts to improve energy delivery, through
modernization of existing infrastructure, improvements to lower energy delivery costs
(e.g., by expanding access to supply alternatives or relieving congestion in the delivery
system), and/or through the expansion of energy delivery to additional customers.

101  Definitions
1. Demand-Side:
a. Management — Activities or programs undertaken to influence the amount and
timing of electricity use. Note that the term “demand-side management” is often used
in a general way to refer to all energy efficiency and load-management programs.

b. Measure — Any device, technology, or operating procedure that

makes it possible to deliver an equivalent level and quality of energy service while
permitting the customer to use less energy or peak demand than would otherwise be
required.

¢. Program — A collection of demand-side measures designed to operate as a single
program, which serves to reduce a utility’s capacity or energy requirements.

EXHIBIT
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d. Portfolio — The totality of a utility’s efforts to promote demand-side management.

2. Demand Response:
Load management programs and/or practices that have the intended goal of reducing
or shifting load from hours with high electricity costs and/or reliability problems.
Demand Response programs may include but are not limited to direct load control
(such as air conditioners and water heaters), or incentive rates designed to induce
lower electricity use at times of high wholesale market prices or when system
reliability is jeopardized.

3. Energy Efficiency:

Reducing the rate at which energy is used by equipment and/or processes while
maintaining or improving the customer’s existing level of comfort and end-use
functionality. Such reductions may be achieved by substituting more advanced
technology or by reorganizing the process to reduce waste, reduce waste cooling, or
improve the thermal properties of a building. Energy efficiency also includes the
reduction of energy through behavior-based programs that may reduce peak load but
have little to no associated energy savings, typically known as demand response.

4. Integrated Resource Planning:
IRP is a type of utility planning process that develops long-range resource plans by
seeking to identify an optimal combination of resources (including traditional supply
sources, emerging supply sources such as distributed energy resources, demand-side
resources, energy efficiency, conservation, and possibly other options) to meet
forecasted load requirements at the lowest reasonable total cost, subject to various
objectives and constraints, including but not limited to reliability, planning, regulatory,
environmental and operational requirements. The resource planning process should
also define and assess various costs, benefits, and potential risks as they appear and are
known in the market.

5. Planning Period/Horizon:
The period for which resources must be planned to meet customer load requirements.
The default planning period/horizon for the Utility Resource Plan, described infra, is
twenty (20) years.

6. Power Purchase:
A transaction to purchase capacity and/or energy from another electric power supplier.

7. Stakeholders: _
This includes any interested party eligible to appear and/or intervene in Commission

proceedings pursuant to Rule 6-121 of the Commission’s Public Utility Rules of
Practice and Procedure.

8. Supply-side Resource:
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An electric generating unit, either owned or operated by the utility, or a capacity
purchase. Capacity upgrades and retirements of existing supply-side resources are
issues typically considered in a utility’s IRP.

9. Utility:
Any electric utility furnishing electricity service within the State of Mississippi and
subject to the jurisdiction of the Commission.

102  Relationship of the Commission and Utilities to IRP
The periodic filing by a utility of an IRP report provides transparency for the
Commission, Mississippi ratepayers, and other interested stakeholders. IRP filing
requirements do not change the fundamental regulatory relationship between the utilities
and the Commission, or otherwise relieve such utilities from their statutory obligation to
provide reasonably adequate service at just and reasonable rates. These obligations
require that utilities maintain local control of their resource planning process and
decision-making, because utilities are the entities that will be held accountable for their
planning decisions by the Commission.

The IRP reporting requirements embodied in this Rule are not intended to drive any
specific outcome or dictate any specific utility investment decisions. To that end, these
IRP reporting requirements do not supplant or equate with a prudence determination or
otherwise replace the Commission’s existing regulatory processes for petition and
approval of requisite certificates of convenience and necessity for new resources.
Consistency between a utility’s filed IRP and subsequent Commission proceedings will,
however, be a factor for the Commission to consider in evaluating the prudence of utility
investments, construction of infrastructure, and rate applications. Any changed
circumstances that occur after the IRP has been developed and filed will also be
considered in such proceedings.

103  Required Reports
The required reporting under this Rule shall be comprised of three separate components:
(1) the Utility Resource Plan; (2) the Mid-point Supply-side Update; and (3) the Annual
Energy Delivery Plan.

104  Utility Resource Plan
The Utility Resource Plan must contain the elements set forth below, and shall be filed by
al regulated electric utilities in accordance with the time frame and deadlines established
herein.

1. Statement of Objectives
The utility shall clearly state and support the objectives for its IRP, which may
include but are not limited to: reliable, adequate, and reasonably-priced service;
economic efficiency; financial integrity of the utility; equal consideration of available
and commercially-proven demand-side and supply-side resources; reasonable
mitigation of potential risks; consideration of future environmental impacts and
associated costs; and consistency with governmental regulations and policies. In
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meeting its defined objectives, the utility should put itself in a position to respond to
reasonably anticipated economic conditions, technological advancements and
changes, and customer demand for energy services. Any utility-specific objectives
must comply with the Commission’s overall objective of ensuring transparent
evaluation of a comprehensive set of potential resource options to determine a base or
reference resource plan that offers the most economic and reliable combination of
resources satisfying the forecasted load requirements.

2. Development of a Range of Demand Forecasts
A forecast of peak load and energy requirements over a planning period/horizon of
twenty (20) years shall be developed, and the amount of capacity required to serve
those forecasted load requirements shall be determined, taking into consideration the
utility’s reliability requirements, existing supply and demand-side resources, and any
planned additions to and/or retirements of existing resources (both supply-side and
demand side). A reasonable set of assumptions for econometric and/or end use
variables should be considered in the development of a range of outcomes (futures)
that complement the long-term forecasts of energy demand and energy consumption.
A planning period/horizon of 20 years shall be used.

3. Identifying and Characterizing Supply-Side and Demand-Side Resources
For purposes of the entire 20-year planning horizon, the utility should assess its
supply-side and demand-side resources based on their cost effectiveness and
considering both the utility's planning objectives and the Commission’s stated policy
goals. For incremental capacity additions, reasonably useful, commercially-proven,
and economic supply-side and demand-side resources that may be available to a utility
should be considered, including but not limited to energy efficiency, demand response,
and distributed energy resources (“DER”). The utility’s filed IRP Report should, at a
minimum, include an evaluation and discussion of the following:

a. Existing Supply-Side Resources
The utility shall identify, evaluate and discuss in its IRP Report all existing
supply-side resources, including but not limited to:

i. Utility-owned generation — The utility shall include in this section
an evaluation and discussion of any planned additions and/or
retirements to legacy fleet.

ii. Power-purchase transactions of any type, one year or longer in
duration;
iii. Unsolicited written, term sheet offers for firm power of 50 MW or

more, including analysis, determination of whether the offer was
rejected and the reason for rejection;

1v. Sale transactions of any type, one year or longer in duration;
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V. Exchange energy;

Vi Cogeneration;

vii.  Existing Distributed Energy Resources;
viii.  Interruptible capacity;

iX. Pooling or coordination agreements that reduce resource
requirements; and

X. Any other supply-side resources

b. Existing Demand-Side Resources
The utility shall identify, evaluate and discuss in its IRP Report all existing
demand-side resources, including existing energy efficiency programs.

¢. Existing Transmission
To the extent a utility utilizes transmission resources to meet or reduce its
forecasted load requirements, the utility shall evaluate and discuss in its IRP
Report the condition of its existing transmission system.

d. Viable Alternative Supply-Side Options
A wide range of potentially viable supply-side resource alternatives, including
renewable and non-renewable options and energy storage, shall be identified
for further evaluation to meet the utility’s resource requirements.

e. Viable Alternative Demand-Side Options
A wide range of potentially viable demand-side options, including but not
limited to energy efficiency, shall be identified for further evaluation to meet
the utility’s resource requirements.

f. Viable Alternative Transmission Options
Any potentially viable transmission resources that may be utilized by a utility
to meet or reduce its forecasted load requirements, shall be identified and
discussed.

Identified resource additions should be analyzed to determine costs, effectiveness, and
other attributes such as potential future emission control or allowance costs to the extent
they are quantifiable. Resources that do not otherwise meet minimum criteria including
cost-effectiveness, risk mitigation, reliability, environmental, and/or other governmental
rules or policy should be eliminated from further consideration in the applicable planning
cycle. A written explanation of such removal, including the basis therefore, shall be
provided in the Utility Resource Plan. To the extent circumstances change, resources may
be reevaluated.
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4. Development and Analysis of Multiple Resource Portfolios
The Utility Resource Plan shall be based on a planning process that identifies multiple
potential resource portfolios using scenario planning and sensitivity analyses. Each
portfolio shall meet reliability criteria and objectives established in the planning
process. The objective of scenario planning and sensitivity analysis is for the utility to
evaluate the robustness of its Resource Plan(s) against potential futures by varying key
uncertainties impacting the planning process. The sensitivity and scenario analyses
utilized shall be described in the Utility Resource Plan. Though other assumptions
may be considered, the following are often evaluated in scenario and sensitivity
analyses in utility IRP studies:

A. Fuel prices;
B. Changes in load;

Technology costs;

S 0

Environmental regulations;

=

Inflation;
F. Capital costs; and
G. Future O&M costs

The portfolios identified should be compared based on the utility’s ability to meet its
identified planning objectives across varying potential outcomes over the planning
horizon, including but not limited to comparison of the net present values.

5. Action Plan
The utility shall summarize the results of its resource portfolio evaluation in an action
plan, if applicable, that identifies one or more preferred portfolios that provide long-
range guidance for the Commission and represent potentially viable resource options
in the future. The action plan is not necessarily a specific plan for near-term action,
unless specifically identified within the Utility Resource Plan. A utility’s action plan
does not in any way relieve the utility of its statutory obligations concerning
certificates of public convenience and necessity, prudency, or any other regulatory
requirements.

10S  IRP Schedule and Stakeholder Participation
The following schedule is applicable to the Utility Resource Plan Reporting
Requirements set forth herein:

1. Electric Utilities subject to the provisions of this Rule shall file their first Utility
Resource Plan no later than twelve (12) months after issuance of the Commission’s
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Final Order Approving this Rule. Each successive Utility Resource Plan shall be
filed no later than three (3) years thereafter.

2. The Utility Resource Plan shall include as a confidential appendix a set of work
papers showing the key inputs used by the utility in developing the Plan. Copies of
these work papers may be obtained in accordance with the Confidentiality provisions
of this Rule.

3. Within forty-five (45) days of a utility filing its Utility Resource Plan, any interested
party may file comments addressing the Utility Resource Plan. The Staff shall have
sixty (60) days to file any comments on the Plan. Data requests may be served upon
the utility within fifteen (15) days of the utility filling its Utility Resource Plan.

4. Utilities may provide a response to any such comments no later than ninety (90) days
after the filing of its Plan.

5. The Commission shall review the Utility Resource Plan and note any deficiencies
within one hundred twenty (120) days after its submittal by the utility. The Public
Utilities Staff (“Staff”) shall assist the Commission with its review. If the Staff
believes the use of consultants is necessary or helpful in its review of any Utility
Resource Plan, the utility may be required to pay for the cost of such consultants and
to recover said costs in rates.

6. The Commission may require the utility to re-evaluate and resubmit its Utility
Resource Plan for the current planning cycle to address any concerns raised in the
comments or expressed by the Staff or Commission.

7. Absent deficiencies, the Utility Resource Plan cycle is concluded one hundred twenty
(120) days after submittal of the Utility Resource Plan by the utility.

106 Mid-Point Supply-Side Update
At approximately the mid-point of the utility's three-year planning cycle, regulated
electric utilities shall file a written report describing any material changes to the Utility
Resource Plan, including material changes in economic assumptions (e.g., future natural
gas price forecasts or alternative technology costs) or forecasted load requirements. Any
previously undisclosed capacity needs that are identified in the Mid-Point Supply Side
Update shall be supported by good cause explanation. In the event a Mid-Point Supply-
Side Update identifies a previously undisclosed need for capacity in excess of 75 MW,
then the Update shall also include a description of and timeline associated with the
utility's plan to secure such resource. Any self-build option identified in the Mid-Point
Supply-Side Update must be compared to other available market opportunities, which can
be satisfied through a competitive solicitation for engineering, procurement, and
construction services. Submission of the Mid-Point Supply Side Update in no way
affects or relieves a utility of its separate obligation to obtain regulatory approval for the
acquisition of any resource(s) described therein.
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107. Annual Energy Delivery Plan
All regulated gas and electric utilities shall report to the Commission annually on their
efforts to improve energy delivery, through modernization of existing infrastructure,
improvements to lower energy delivery costs (e.g., by expanding access to supply
alternatives or relieving congestion in the delivery system), and/or through expansion of
energy delivery to additional customers.

Within sixty (60) days the Commission’s final approval of this Rule, utilities subject to
the provisions herein shall present for Commission approval a proposed plan or schedule
according to which the utility will meet the reporting requirements of the Annual Energy
Delivery Plan. At a minimum, the Annual Energy Delivery Plan shall include the
information referenced in Subsections 1-6 below, and each utility’s Annual Energy
Delivery Plan shall be reviewed by the Staff. If the Staff believes the use of consultants
is necessary or helpful in its review of a utility’s Annual Energy Delivery Plan, the
utility may be required to pay for the cost of such consultants and to recover said costs
1n rates.

1. Demand Response and Energy Efficiency (“Demand-Side Management”)
a. Design

Utilities regulated by the Commission shall implement reasonable demand
response and energy efficiency options for customers that are designed to
achieve cost-effective energy and/or demand savings, considering factors
such as: quantifiable and achievable savings, customer reliability benefits,
cost effectiveness, rate impacts, and customer interest and participation
potential. The Annual Energy Delivery Plan shall include a description of all
such programs.

Well- designed demand-side management offerings provide opportunities for
customers of all types to adopt energy efficiency and demand saving
measures to increase control and provide greater opportunities to reduce their
energy bills. For purposes of this rule, demand-side management includes
energy conservation, energy efficiency, demand response, and strategic load
growth.

Energy conservation and efficiency include educating customers about
practical tips and ideas to reduce energy usage (e.g., suggested winter and
summer thermostat settings) and reducing the rate at which energy is used by
equipment and/or processes while maintaining or improving the customer's
existing level of comfort and end-use functionality. Such reductions in
energy usage may be achieved, for example, by substituting more advanced
technology or improving the thermal properties of a building. Energy
conservation programs can be included in portfolios of energy efficiency
plans.

Demand response offerings lower peak demand. Options include direct load
control efforts (e.g., via air conditioner cycling) and interruptible rates

8
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(providing rate discounts in exchange for the right to reduce a customer’s
energy demand during a specified number of hours each year coinciding
with high energy demand and/or emergency conditions). New or advanced
technologies (e.g., energy storage) are another option.

Strategic load growth benefits customers through increased use of utility
services resulting in potentially decreased customer rates. Strategic load
growth may occur as a result of new customers being added to the utility’s
system (e.g., through economic development), or it may consist of growth in
the loads of existing customers (e.g., electric vehicles or industrial electric
process equipment that is more economical for a customer). As sales
increase, there is an increase of billing determinants that leads to downward
pressure on rates, because there are more unit sales over which to spread
fixed costs. This benefits all customers. The purpose of strategic load growth
programs is to incentivize the more efficient usage of utility infrastructure
and resources.

Strategic load growth may also address the Commission’s statutory policy
objective to foster, encourage, enable and facilitate economic development in
the State, and to support and augment economic development activities, and
to take every opportunity to advance the economic development of the State.
This may include the encouragement of universal access to utility services
through infrastructure expansion to areas that currently do not have such
services.

b. Evaluation of Demand-Side Management Offerings
Cost-effectiveness tests measure and value the benefits and costs of demand-
side management investments relative to long-term supply options. Evaluation
of cost-effectiveness is only one aspect of long-term integrated resource and
energy delivery planning; enhancing reliability and managing potential risks
must also be considered in the planning process.

Utilities must demonstrate that they have evaluated the proposed demand-
side management investments using at least three industry-accepted tests,
including the Total Resource Cost test and the Utility Cost Test, and provide
results of the analysis within the Annual Energy Delivery Plan filing. The
results of the analyses should also provide details on the reliability and risk
impacts of the utility’s planned demand-side management investments.

The inputs and assumptions used, as well as the precise utilization of cost-
effectiveness tests and the definitive balancing of perspectives, shall be
developed by the individual utility. The near-term and longer-term impacts
on customers and on utility financial integrity must be factored into the final
decision to proceed or not to proceed with any demand-side management
investment.
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c. Cost Recovery for Demand-Side Management
The primary goal of demand-side management is to defer or avoid energy
usage and for customers to achieve the concomitant savings without
requiring them to involuntarily sacrifice comfort or reliability, or accept
undue risks. Additionally, demand-side management can be useful in
reducing customer demands which, in the long run, may reduce or delay
investments in fixed costs needed to meet peak demands (e.g., generation,
bulk transmission). Further goals include providing new and innovative
options to customers to help meet their energy needs, mitigating
environmental impacts, and fostering increased modernization of the energy
grid. The Commission recognizes and accepts that this goal of avoiding
energy usage, if not properly addressed, can be detrimental to utilities and
their owners under traditional cost-of-service ratemaking, especially where
utilities are adequately meeting their obligation of producing low-cost,
reliable energy services. The Commission recognizes, further, that
accomplishing the goals of demand-side management requires actions on the
part of both the utility and its customers, which is different from actions
associated with a utility adding a new supply resource. Therefore, utilities
shall be allowed an opportunity to recover the reasonable and prudent costs
incurred by them in making demand-side management investments,
including an opportunity to earn a reasonable return thereon.

In its Formula Rate Plan, each utility may propose an approach to earn a
return on demand-side management investments to place such investments
on more equal footing with other supply-side resource and infrastructure
investments on which utilities earn a return. Demand-side management
investments shall include, but not be limited to, equipment, incentives and

. rebates, marketing and delivery, direct installation costs (including plumbing
installations), and any administration costs. Incentives may include
information, technical assistance, leasing programs, product promotions and
direct financial inducements. Financial inducements may include, but are not
limited to, rebates, discounted products and services, appliances and
alternative financing arrangements. Any financial inducements undertaken
by a utility intended to be reflected in the utility’s rates, including traditional
promotional practices of the utilities contemplated in MPSC Docket No.
1994-UA-115, must be incorporated under and meet the cost effectiveness
requirements described in this rule to the extent that such financial
inducement allows the customer to make a decision between using natural
gas or electricity.

Utilities may also propose a mechanism to adjust budgets and cost recovery
to respond to customer demand, to take advantage of market opportunities,

to deal with oversubscriptions and to avoid stop-start funding.

Cost recovery should be addressed in each utility’s formula rate plan and
demand-side management expenditures, including any over or under

10
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recovery of spending in an annual period, will be allowed in the formula
rate plan test year on a prospective basis (e.g., as a known and measurable
change). The estimated reduction in energy usage resulting from
implementation of the proposed demand-side management investments also
may be reflected prospectively in the formula rate plan test year as a change
to future test year utility revenues. The intent of this provision is to provide
a reasonable opportunity to the utility to fully recover its expenditures for
demand-side management.

Utilities may further propose in their Annual Energy Delivery Plans to add
demand-side management as a metric to any performance-based rate
adjustment. Sales shall not be used as a measure of performance due to the
potential for beneficial electrification, economic growth, and increased
customer demand, which could mask the effectiveness of demand-side
management.

Third-party evaluation, measurement and verification (“EM&V™) shall not be
required where the utility offers to provide its analyses used in evaluating
demand-side management investments to the Staff and any public witnesses in
conjunction with the Evaluation of Demand-Side Management Offerings.
Where a utility chooses not to make its analyses available, the utility shall
contract with an independent third-party vendor to conduct EM&V, utilizing
accepted industry standards, and shall file the report of the third- party vendor
with the Commission.

2. Distributed Energy Resources (“DER”)
In the context of this Rule, DER means utility-owned (or controlled) equipment (i.e.,
physical assets) used to generate, adjust, store, or sometimes deliver energy
performed by a variety of devices at the distribution system-level. Anticipated
investments in DERs should be included as an appendix to the Annual Energy
Delivery Plan developed by each utility. Recovery of demand-side management
investments should be addressed in each utility’s formula rate plan as a known and
measurable change.

All regulated electric utilities shall also include as an Appendix to their Annual
Energy Delivery Plan the annual avoided cost calculations utilized in connection
with the Mississippi Renewable Energy Net Metering Rule.

3. Transmission and Distribution Systems
Each utility shall also include in its Annual Energy Delivery Plan a list of new
transmission lines and other associated facilities which are under construction or for
which there are specific plans to be constructed during the relevant planning horizon,
including capacity and voltage levels, location, cost estimates and schedules for
completion and operation, to the extent such have been developed. This includes
reporting relevant collaborative transmission planning projects occurring within the
context of any regional planning organization such as the Midcontinent Independent

11
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System Operator or the Southeastern Regional Transmission Planning group.

To the extent practical, the utility shall include similar information about its
distribution plans. The utility shall also include a discussion of the adequacy of its
transmission and distribution systems, including the reliability, resiliency and storm
hardened condition of the transmission and distribution systems.

Reasonable and appropriate vegetation management is essential to ensuring the
resilience, as well as protecting the safety, of the energy grid and related environment.
Effective vegetation management, along with other grid resiliency measures, are
important factors in the prevention of and recovery from electric system outages. The
Commission, however, recognizes that factors outside the utility’s control, such as
weather, can significantly impact the need to change vegetation spending from year-
to-year. Similarly, federal mandates to address grid resiliency are also often outside
the utility’s control.

To emphasize the importance placed by the Commission on the reliability, resiliency
and safety of the transmission system and to allow the utilities to effectively manage
the quality of the service they provide, the Commission shall allow utilities exact
recovery of any vegetation management and inspection related costs associated with
North American Electric Reliability Corporation (“NERC”) compliance rules, plans,
programs, or requirements, including costs associated with critical infrastructure
protection plans (“NERC CIP”). Ultilities shall be allowed to remove these NERC
costs from base rates and reflect them through a proposed alternative cost recovery
mechanism and may choose to defer and amortize any such costs over five years.

To allow utilities to effectively manage vegetation growth and to more quickly
improve grid resiliency at the distribution level, the Commission shall allow utilities
exact recovery of all such related costs. Therefore, utilities may remove all
vegetation management costs and Commission-approved grid resiliency costs from
base rates and reflect them through alternative cost recovery mechanism and may
choose to defer and amortize such costs over five years.

Any such costs treated pursuant to this Section that are approved for alternative cost
recovery shall be audited by the Staff in its review of the utility’s Annual Energy
Delivery Plan. Every four years, unless modified by the Commission, the Staff shall
review and comment on the vegetation management plans of each electric utility. If
the Staff believes the use of a consultant is necessary or helpful in its review of a
utility’s vegetation management plan, the utility may be required to pay for the cost
of such consultant and to recover said costs in rates.

4. Customers
In its Annual Energy Delivery Plan, the utility shall address how it proposes to reach
low-income customers in relation to planned demand-side management and DER
investments. The utility shall also address whether it proposes to provide demand-
side management offerings directly or indirectly through financial support of
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programs for low-income households. To foster increased demand-side management
and DER investments that will benefit low-income customers, the Commission shall
exempt from the proscriptions set out in Chapter 22 of these Rules and allow
recovery as cost of service of up to $350,000 per year of utility charitable
contributions to organizations that directly aid low-income customers to foster
increased access to demand-side management and DER options. To further
workforce and economic development, utilities shall be allowed to recoup as cost of
service an additional $350,000 per year of utility charitable contributions for STEM
scholarships for minorities and scholarships for training in the utility industry and to
non-profit and state or local governmental entities that provide early childhood
education, workforce development, and career and technical training.

The Commission also recognizes that, for many customers, lacking access to
affordable capital impedes adoption of demand-side management and DER. To
encourage the development by utilities of tariffed on-bill offerings and on-bill
financing options, any Commission-approved tariffed on-bill offering or on-bill
financing program that focuses on demand-side management or DER! shall be
exempt from Rule 8.125.2 of the Commission’s Rules and Regulations Governing
Public Utility Service.

5. Enabling Technology
The Commission recognizes that existing and emerging technologies and
information, and the data such technologies provide, may enable more efficient,
cost-effective, and reliable service. Increased broadband access and the security,
storage, and use of data are two examples. The Commission recognizes the benefits
of utilities accumulating, storing, and utilizing customer data to improve service,
enhance reliability, and provide new and innovative offerings to customers, and
therefore recognizes that customer data is affected with the public interest.
Recognizing that customer data has inherent value and should be protected from
public disclosure, public utilities are hereby entrusted as the custodians of customer
data and should seek to capture that value for the benefit of customers as approved
by the Commission. Utilities also must ensure that customer data is reasonably
secure. Within the Annual Energy Delivery Plan filing, the utility shall set out its
perspective on the availability and benefits of existing and emerging technology and
how the utility is utilizing customer data as it relates to enhancing utility service.

While ensuring service at the lowest, reasonable cost is a hallmark of the
Commission, the public interest is served by improving reliability (e.g., resiliency
and storm recovery and hardening and grid modernization), promoting economic
development (e.g., attracting businesses to locate or expand) and providing customer
access to enhanced services (e.g., expanding natural gas service, new technologies
and broadband). The Commission encourages utilities to make new investments
that incorporate, in some measure, all three components. For example, reasonable
investment that induces affordable access to fiber-to-the-home, which provides a
sufficient level of download/upload speeds, encompasses all three components and

' Any such programs require and shall continue to require to separate Commission approval prior to implementation.
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would be deemed in the public interest.

To encourage investment of the type mentioned above and which are hereby deemed
to promote the public interest, the Commission creates by operation of this Rule
what shall be known as Enhanced Grid Investments (“EGI”). Utilities are
authorized under this provision to make EGI up to $25 million annually.
Anticipated EGI shall be designated as such in the Annual Energy Delivery Plan,
and the Staff shall review EGI to confirm that the designated EGI is reasonably
likely to improve reliability, promote economic development and improve customer
access to modern service during the depreciable life of the investment. EGI
implemented pursuant to this provision shall not require a facilities certificate,
unless comprised of new generation and transmission. EGI investment shall be
depreciated over the life of the asset but in no event sooner than 10 years from the
in-service date. Nothing herein precludes a utility from proposing in its Annual
Energy Delivery Plan additional investments supporting reliability, economic
development or new technologies in excess of the amount described in this
provision.

Expansion of broadband, particularly rural broadband, is of particular importance to
the Commission because such expansion is consistent with a number of policy
drivers that underlie public utility regulation, including the availability of adequate
and reliable service, continued service to customers consistent with the level of
service needed to promote the public welfare, and with the authorization and
empowerment provided by the Legislature to the Commission to take every
opportunity to advance the economic development of the state. As with reliability
benefits, the benefits of broadband expansion — while real — are difficult to quantify.
To allow utilities to more quickly expand broadband access, utilities that are rate
regulated by the Commission may, on an annual basis, make up to $15 million in
direct or indirect investments in a project or company (with particular emphasis on
and due consideration given to those types of endeavors authorized by the
Mississippi Broadband Enabling Act) that has as its direct purpose the expansion of
broadband service (or other technology that enables internet access) to underserved
customers in Mississippi. Any such investment shall be recorded to a regulatory
asset to be included in the utility’s rate base, subject to Commission approval, and
shall be amortized over a period no longer than ten years. Because of the inherent,
yet difficult to quantify, benefits of such investments, no cost/benefit analysis shall
be required. Any such expenditures made by a rate regulated utility under this
paragraph shall be used to provide services only to customers of the utility providing
such investment. The utility making the investment may rely on the representations
of the entity receiving the funds and no independent verification is required of the
funding utility.

This section shall be revisited five (5) years after the effective date of this Rule.

6. Annual Reporting Requirements
Anticipated investments in demand-side management and DERs shall be included
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as Appendix A to the Annual Energy Delivery Plan developed by each utility in
accordance with this Rule. This report also shall include:

a. The amounts actually invested in demand-side management and DER
offerings for the prior year;

b. A measure of the savings resulting from demand-side management; and

c. A detailed description of any changes proposed to take place during the next
year, along with rationale supporting such changes.

If Staff finds, after reviewing a utility’s Appendix A, that a demand-side performance
measure is not sufficiently promoting adequate investment, then Staff may
recommend that the Commission establish an individual savings target for the utility.
The Commission may hear the matter after proper notice and issue an appropriate
order.

108. Confidentiality
The Commission recognizes that resource planning involves the use and analysis of
confidential commercial and financial information and trade secrets. The protection of
confidential information benefits utility customers by ensuring that the rates they pay are
not unnecessarily increased due to the dissemination of market-sensitive data. Therefore,
the public interest requires that confidential commercial and financial information and
trade secrets of public utilities be protected to the full extent of the law.

Each electric utility subject to this Rule shall submit to the Commission a non-disclosure
agreement for the Commission to maintain on file. Any interested party may obtain the
confidential work papers of the utility filed pursuant to this Rule upon filing with the
Commission and serving upon the utility an executed copy of the relevant utility non-
disclosure agreement on file with the Commission.

109. Waiver
Exemptions from this Rule may be granted by the Commission in accordance with the
Commission’s Rules of Practice and Procedure.
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