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State regulators question prudence of Boulder's smart grid

PUC decision will determine who has to pay for the project

By Laura Snider Camera Staff Writer
Boulder Daily Camera

Posted:07/24/2010 04:16:56 PM MDT

Xcel Energy planned and implemented its smart grid project in Boulder outside of its normal budgeting process, which means the
company did not conduct formal reviews of the project as costs increased, according to a financial analyst at the Colorado Public
Utilities Commission.

The analyst, Harry Di Domenico, said it's also unclear whether capital costs will continue to rise for SmartGridCity -- the budget for
which has nearly tripled to $44.8 million from the original estimate of $15.3 million -- given the project's history of "rapidly and
apparently unanticipated increases."

Di Domenico's statements were among a handful of testimonies filed at the Public Utilities Commission last week in response to an
application by Xcel to receive a Certificate of Public Convenience and Necessity for SmartGridCity.

Typically, the commission must grant such certificates before a large project -- such as building a new power plant -- is begun. The
certificate is meant to ensure that the project is prudent and needed before ratepayers are asked to foot the bill.

When Xcel began building the smart grid in Boulder in May 2008, they did so without a Certificate of Public Convenience and
Necessity because company officials believed the project -- which they saw as a large-scale lab for research and development of
new smart technologies -- didn't require that kind of approval.

In concept, smart grids allow electric utilities to communicate with meters remotely, which helps them route power around bottle-
necked lines and detect power outages, among other things. Smart grid technology can also allow for customers to track and
control their own energy use in real time.

"Initially, they didn't file for a CPCN because they considered it to be in the ordinary course of business," said Terry Bote,
spokesman for the Public Utilities Commission. "But the commissioners determined 'no, this is not in the ordinary course of
business'" because of the project's size, scope and costs.

Last year, Xcel asked the commission for the go-ahead to increase customer rates across Colorado to recoup some of the costs of
the smart grid. This request triggered the commissioners to require Xcel to apply for a CPCN for SmartGridCity retroactively.

Despite Di Domenico's testimony questioning Xcel's ability to reign in the costs for the smart grid, he recommended that the
commissioners approve the certificate. If the certificate is granted -- and a decision could still be months away -- the Public Utilities
Commission will have greater regulatory oversight of the project and Xcel will be allowed to continue charging ratepayers to help
pay for its smart grid investment.

If the certificate is turned down, Xcel will be obligated to refund money that the company has already collected from its customers
to pay for the smart grid.

In its application for the CPCN, which was submitted in March, Xcel Energy states that while the smart grid is not "needed or
required in the same way that the company normally needs a new facility," the certificate should be granted because development
and testing of new smart grid technologies is "in the public interest."

Xcel officials also defend the abrupt inflation of smart grid's budget, pointing out that the nature of SmartGridCity is that it's the first
large-scale test of its kind and the extent of the costs could not be fully known before construction began. And while the company
did not perform a traditional cost-benefit analysis, that doesn't mean officials weren't cognizant of its expenses, some of which
have been defrayed by partner companies, according to Xcel spokesman Tom Henley.

"The SmartGridCity project was scrutinized from early in the project by company executives and officers due to its high-profile
nature," Henley said in an e-mail. "We conducted quarterly progress updates and financial reviews at a minimum, and during the
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height of construction these reviews were conducted monthly."

Henley also said he feels confident that the current budget estimate of $44.8 million is not likely to increase much, if at all, since
the project is largely complete.

The fact that Xcel sees the project as done -- except for some testing of "value propositions" -- worries some Boulder residents,
including Leslie Glustrom, a longtime Xcel watchdog who filed her own testimony on the smart grid last week.

Glustrom, who called SmartGridCity a "boondoggle," has a handful of concerns about the grid, but most of them are aimed at the
project's execution and how customers can interact with the final product rather than the concept.

"We all want the grid to be smarter -- we want the grid to be more intelligent," she said in an interview. "I'm just horribly saddened
that this project is the one that was supposed to be leading the way."

In particular, Glustrom is concerned that the promise that the smart grid would allow customers to better understand and
customize their energy use -- including choosing when to run certain appliances, such as clothes dryers and air conditioners -- has
never been fulfilled.

"Smart grids are supposed to be characterized by two-way flow of information and the ability of customers to manage their energy
use based on this flow of information," Glustrom wrote in her testimony. "Yet, for a variety of reasons ... the SmartGridCity project
is not likely to bring many of the customer-centered 'in-home' benefits that are often associated with the vision of the smart grid."

Glustrom points out only 43 percent of Boulder's meters have been converted to smart meters and that Xcel has no plans to
convert more. And the meters that have been installed may quickly become out of date, Glustrom said.

And some Boulder residents who do have access to smart meters have now argued to the Public Utilities Commission that the
Web portal provided to them by Xcel, called My Account, is difficult to use and doesn't provide real-time data in a format that's
helpful.

Xcel said upgrades to My Account will be rolled out over time, each providing more useful features. The company also argues that
to do a side-by-side comparison of smart meters versus the status quo, it's necessary to leave the other 57 percent of meters in
Boulder as is.

And while not all customers have access to in-home devices that allow them to get a grip on their kilowatt use, some do.

"We have several related pilots which will begin later this year to address customer interaction with the smart grid," Henley said in
an e-mail. "These include an In-Home Smart Device Pilot and Pricing Pilot that will provide customers the tools and information to
make more informed decisions about their energy use and the means to control their use."

Like some staffers from the Public Utilities Commission, Glustrom also has concerns about the project's increasing costs. She
argues that a smaller-scale and more thoroughly planned project could have avoided the rate hike associated with SmartGridCity.

"It's like if you're going to build a house," she said. "You don't just starting throwing money at it or, before you know it, you've
tripled your money and found out that you have a very elaborate driveway. That's what we have with the smart grid -- a very
elaborate driveway."

Contact Camera Staff Writer Laura Snider at 303-473-1327 or sniderl@dailycamera.com.
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