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I. SUMMARY 
 
 By this Order, we initiate a management audit of Central Maine Power 

Company's (CMP or Company) management of its Advanced Metering Infrastructure 

(AMI) project.  This audit is initiated pursuant to 35-A M.R.S. § 113 and is intended to 

address whether the projections of costs and savings upon which approval of the AMI 

project in January of 2010 were premised were reasonable and prudent; whether CMP's 

management of the AMI Project was reasonable and prudent and conducted in a 

manner that was designed to meet budgetary (costs and savings) objectives; and 

finally, whether CMP reasonably and prudently managed the AMI project and related 

systems to timely implement the  supply side programs, the benefits of which were 

envisioned by the Commission at the time it authorized the project. 

 
II. BACKGROUND 
 
 In CMP's most recently completed rate case proceeding, the Company proposed 

to implement AMI on a company-wide basis.  Given the complexity of the project and 

the rapid changes occurring in AMI standards, the parties to the Stipulation that 
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resolved CMP's rate case agreed that a decision on the Company's AMI proposal, as 

well as a further examination of AMI cost/benefit issues, should be deferred.  Central 

Maine Power Company Chapter 120 Information (Post ARP 2000) Transmission and 

Distribution Utility Revenue Requirements and Rate Design and Request for Alternative 

Rate Plan, Docket No. 2007-215, Order Approving Stipulation (July 1, 2008).    

Subsequent to the enactment of the American Recovery and Reinvestment Act 

of 2009, which included provisions for the Department of Energy to provide up to 50% of 

the costs of qualifying smart grid investments, the Commission concluded that it was 

reasonable and prudent for CMP to aggressively pursue opportunities for the cost 

effective development of AMI and that it would allow full and timely cost recovery of 

CMP's prudently incurred AMI investment.  The Commission noted that this cost 

recovery will occur according to Commission ratemaking practices and relevant prior 

commitments made by CMP.   Order Approving Installation of AMI Technology, Docket 

No. 2007-215 (II) at 2 (July 28, 2009). 

On January 19, 2010, CMP submitted testimony in support of its AMI project and 

corresponding ratemaking treatment.  In its testimony, CMP stated that its AMI project 

was cost-effective and that it would provide approximately $25 million in net savings to 

ratepayers over 20 years, not including the benefits from demand response and other 

supply-side programs that will be available to customers once the AMI Project is in 

place. 

A hearing on CMP's AMI Project was held on January 22, 2010.  At the hearing, 

the Company's witness was questioned from the bench regarding CMP's prior estimates 

of net savings which had been greater than the $25 million number presented in the 
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January 19, 2010 testimony.  Specifically, the Company's witness, Paul Dumais, was 

asked whether CMP was confident that the current savings estimate would not undergo 

another major change.  Mr. Dumais testified that the Company had given its most recent 

analysis a thorough vetting and had also done some independent modeling of the 

projections.  Mr. Dumais testified that at that point, he had full confidence that the bugs 

in the projections were worked out.1   

On February 25, 2010, based in large part on the estimates of net benefits 

provided by CMP and the expectation of additional benefits from electricity supply 

programs, the Commission issued an Order which approved CMP's AMI Project.  Order 

Approving Installation of AMI Technology, Docket No. 2007-215(II) (Feb. 25, 2010).   In 

doing so, the Commission concluded:   

The primary issue in this stage of the proceeding is to determine 
whether CMP's proposed AMI investment is reasonably likely to be cost-
effective, taking into account both operational and supply-side benefits, 
the costs of the investment and possible risks involved with new 
technology.  CMP has provided a cost-benefit analysis that shows with the 
DOE grant, its proposed AMI investment will result in approximately $25 
million in operational savings over 20 years.  This estimate does not 
include demand response and other supply-side benefits that will be 
available to customers once the AMI project is in place.  Although the 
quantification of supply-side savings is, by its nature somewhat 
speculative, CMP estimates them to be over $338 million over 20 years. 

We have carefully reviewed CMP's analysis of the benefits and 
costs of its AMI proposal.  We recognize the view of the Public Advocate 
and the IBEW that CMP's estimates of operational savings, because they 
are based on projections and assumptions, are necessarily speculative to 
some degree. Moreover, we agree that the supply side benefits are 
difficult to quantify and uncertain by nature.  However, based on the 
record in this proceeding, we find that it is reasonably likely that the 
operational and supply side savings over time will be substantially greater 
than the cost of the AMI investment.  Accordingly, we approve CMP's 
proposed AMI project as described in its filing. 

 

                                            
1 Docket No. 2007-215(II), January 22, 2010 Hearing Tr. at 36.   
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Id. at 6. 
 

The Commission further noted that the approval of CMP's AMI project was 

explicitly premised on CMP's AMI's system having the following capabilities: 

 Measuring and storing load on an hourly (or less) basis for residential and 

small commercial customers; a 15-minute interval basis for commercial 

and industrial (C&I) customers.  The AMI system will have sufficient 

capacity to store the hourly billing data for load settlement processes, 

including potential adjustments and corrections. 

 Measuring and storing the time-of-use (TOU) peak demands of each 

customer as necessary for billing and settling ICAP tags as well as each 

customer's daily peak demand. 

 Back office and billing systems capable of billing, both transmission and 

distribution (T&D) and supply, on a TOU basis.  These systems will be 

designed to allow for time periods that differ between T&D and supply and 

to allow hourly billing for large commercial and industrial customers.  

 Id. at 7-8. 

The Commission did not, as part of its February 25, 2010 Order determine a 

revenue requirement for the AMI investment or establish an amount that would be 

included in rates.  Rather the Commission directed CMP to conduct a time study of the 

travel involved in disconnection and reconnection work and provide an update of the 

savings, included in the revenue requirement calculation, based on the time study as 

part of its 2010 annual Alternate Rate Plan (ARP) price change. 
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In May 2010, in its annual ARP price change case, CMP provided another 

update to its projection of net savings from AMI.  In that filing, which included CMP's 

travel time study, CMP's estimate of net savings over the 20-year life of the AMI 

investment was projected to be $14 million.  The parties and the Staff were not able to 

agree upon a revenue requirement figure at that time, and since May 2010, CMP has 

provided a number of updated revenue requirement calculations.  In May 2013, the 

Company provided an updated AMI revenue requirement which revised the January 

2010 projection of $25 million in net savings to approximately $127 million in net costs.  

Since that time the Company has reduced this amount to approximately $99 million.  

Adjusting for costs which were reasonably anticipated but not included in the initial 

revenue requirement calculation (such as the tax on the DOE grant for legacy meters 

and carrying costs on the deferral based on amounts CMP has accrued prior to and 

including an amount) in rates, and also for system refresh costs which were included in 

the calculation but now have been removed, we estimate the shift from CMP's January, 

2010 estimate of $25 million in net savings to the current estimate of net costs to be an 

increase of approximately $80 million.  This shift from a net ratepayer benefit at the time 

AMI was authorized to a substantial net increase in costs now that the project has been 

completed and CMP is seeking to reflect it in rates is of great concern to the 

Commission. 

In addition to the mis-estimates and degradation of net savings on the T&D side, 

we are also concerned about the lack of capability to deliver customer benefits on the 

electricity supply side.  As noted above, our approval was based, in part, on the 

expectation that AMI would enable customers to benefit from demand response and 
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TOU/dynamic pricing programs.  Indeed, the Order approving the project required that 

AMI include certain key capabilities to ensure these benefits would be realized.  

However, at this point, these benefits are not being realized, in part, because programs 

cannot be accommodated by CMP’s AMI and related systems. 

Based on these concerns, we find that it is appropriate to initiate a management 

audit of CMP's AMI project pursuant to the provisions of 35-A M.R.S. § 113.  The overall 

purpose of this management audit will be to determine why CMP's current estimates of 

net costs compared to its estimate of net savings as of January 2010 (which served as 

a basis for authorizing the project) are so different and why the AMI capabilities as 

expected in the Commission's Order have not been sufficiently implemented to allow 

customers to benefit from supply side programs.  As part of this investigation the 

following questions will be addressed: 

1. Whether CMP employed reasonable and prudent management practices in 

developing the savings estimates provided to the Commission in January 

2010; 

2. Whether CMP has employed reasonable and prudent practices in its  

management of the project and has acted in accordance with reasonable and 

prudent practices to ensure that actual operational costs and savings 

associated with the AMI project remained reasonably in line with estimates 

upon which approval of the project was authorized; 

3. Whether CMP has appropriately and accurately identified the savings realized 

to date from the AMI project and provided reasonable estimates of these 

savings  on a going forward basis; 
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4. Whether CMP has employed prudent and reasonable management to ensure 

that the AMI and related systems have the capabilities envisioned by the 

Commission at the time that the AMI system was approved. 

The audit will be conducted pursuant to the provisions of 35-A M.R.S. § 113.  As 

such, the Commission will select the auditor and CMP shall pay the costs of the audit.  

These costs will be recovered from CMP's ratepayers.  We find, given the potential 

impact of CMP's AMI revenue requirement on ratepayers, that any impact of the costs 

of the audit on ratepayers are warranted and further find that the audit is the most cost 

effective way to address the issues set forth above. 

We expect that the results of the audit will inform our decision as to what 

amounts should be included in rates for AMI costs and savings.  This decision will likely 

occur in the context of CMP's current rate case, Central Maine Power Company, 

Request for Approval of an Alternate Rate Plan (ARP 2014), Docket No. 2013-00168.  

We, therefore, will direct the auditor to complete its work in sufficient time for the parties 

to have an opportunity to address the findings made by the auditor and for the 

Commission to consider the auditors finding and parties presentations prior to the time 

that rates are scheduled to go into effect on July 1, 2014.2 

Dated at Hallowell, Maine, this 31st day of May, 2013. 

BY ORDER OF THE HEARING EXAMINERS 
 
 

 
______________________________________ 

Charles Cohen 

                                            
2 We set December 31, 2013 as the target date for the completion of the audit. 


