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UPCOMING WEBINARS

FEBRUARY 7
NESC Clearances Over Roads, Railways, 

and Water Surfaces

MARCH 7
NESC Clearances from Buildings

APRIL 11
NESC Clearances for Joint Use Facilities

Note: All webinars are recorded and are 
available for viewing post-presentation.

The role of energy efficiency in the modern utility industry is very 

simple. The goal is to incent utility customers to invest in a more efficient 
product or service than they normally would, something better than the business as usual 
case. The problems begin if a program incentivizes too little and it ends up with no 
participation and no measureable demand reduction, or incentivizes too much and the 
program becomes oversubscribed and unsustainable. 

Historically, the onus to improve efficiency has been marketed downstream to the end user, 
residential or commercial/industrial participants, who either take advantage of utility 
buy-down programs at the point of purchase or submit rebate applications for facility 
improvements. While these are highly effective methods to reduce the carbon footprint and 
total operating cost of a generating utility, a more aggressive and direct approach to target 

the energy production sources and electric distribution facilities efficiency is gaining in 

popularity throughout the country. As utilities work to find new markets to target for 
achieving efficiency goals, this generation and distribution sector remains largely untapped 
for incentivizing. 

HIGHLIGHT: Minnesota Electric Utility Infrastructure (EUI) Technical Reference Manual 

(TRM) Project

GDS worked with the Minnesota Department of Commerce (“MDC”) to develop a number of 
measures for inclusion in the state Technical Reference Manual (TRM) that outline achievable 
energy savings for certain energy infrastructure and generation improvements. Through a 
stakeholder consensus effort that included utilities and advocacy groups, the MDC 
determined that there are quantifiable efficiency gains available in certain upgrades that are 
above and beyond typical “business as usual” type utility infrastructure maintenance 
activities. Now on to the more difficult parts of the program, assigning deemed savings 
values that are justified, from the facility level all the way back to the generation plant and 
any significant point in between. 

So how did the MDC showcase intentional 

energy savings that far upstream?

INVOLVE THE STAKEHOLDERS

Stakeholder groups are the most important voice 
when determining what is both technically accurate and widely valuable to 
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Minnesota ratepayers and citizens. A successful 
project of this type begins by creating a 
master list of all of the potential measures in 
the applicable sector such as transformer 
replacement, re-conductoring lines, 
turbine resizing, all the way down to 
VFDs on pumps and cooling tower fans. 
The open forum allows for a 
documented record of opinion where 
the ratepayers can agree or disagree with 
the value in upstream improvements, along 
with the basis of any concerns. Involving the 

stakeholder groups through the use of multiple 

forums throughout the process has given the 

Minnesota project team a boost in speed for moving the 

measures forward, bringing any issues with policy, rate 

recovery, or calculation methodology to the front of our 

project timeline. Past experience has shown these 
conversations are typically fruitful and productive, even in 
instances where stakeholders may sit on two different sides of 
an issue such as the proposed EPA Clean Power Plan and 
potential ways to prepare for it.  

MATH

Lots of it. The idea that 
a TRM measure is 
going to enter into the 
boardroom discussion 
on ROI or capital project 
planning at a utility generation scale is a grand one. In 
addition, ensuring that the 
savings will not be double 
counted down the road  is 
tricky. As with any TRM measure, 
each utility infrastructure 
upgrade needs a defined 
measure life, common capital 
costs and operating costs as 
defaults, associated savings, 
applicability definitions, and a 
litany of other variables that have to align with the remainder 
of the TRM. Almost immediately there are problems with 
trying to wrangle in a seemingly endless list of baseline 
options as the projects are highly differentiated. Fortunately, 
the basic design of infrastructure equipment has been largely 
unchanged in recent decades and the methods used today 
are rooted in solid engineering principles, making the 
efficient case very easy to define. 

In theory, as long as the utility uses the TRM set of algorithms, 
they are protected from evaluations that question the 
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accuracy of the results, and the need for 
unique engineering calculations for 

each rebate application. MDC took 
the design of the algorithms and 

determination of the 
background source 
information very seriously to 
make implementation and 

evaluation a non-issue.

MODERNIZE THE APPROACH

The Minnesota TRM project is 
employing “Smart Measure” 

formatting, a design approach provided by 
a sub-contractor to the state of Minnesota, Energy 

Platforms. Historically, TRM documents are complicated and 
lengthy books without a standard format, making it very 
difficult for a utility planner to determine the deemed savings 
of a measure and increasing the potential for calculation error. 
One viable solution is to build these infrastructure measures 

in a cloud based system where the algorithms and variables 

are pre-loaded into the database for the utility client. Doing 
so removes a large portion of the error risk and allows the 
State or region commission the opportunity to adjust the 
variables, based on comment round or error, without 
reissuing another TRM version. This streamlined approach is 
gaining in popularity as the utility commissions or State 
agencies do not need to perform annual TRM measure 
update exercises and it certainly allows for more transparency 
into the savings calculations behind the rebates, at least as 

much as is desired. 

BUT WHY AND 

WHY NOT?

A TRM simplifies 
utilities’ efforts to 
design energy 
efficiency programs 
and streamlines the process of 
identifying potential energy 
efficiency projects and 

spurring their adoption. States like Illinois have already 
included the types of measures into their TRM that provide for 
infrastructure incentives, and there is an increased awareness 
of the national grid as brought to light by significant weather 
and reliability concerns. As the efforts to repair and update 
the aging infrastructure are going to continue for the 
foreseeable future, the time is right to provide these incentive 
options and reap the benefits for the long term.

                      

“



Utility infrastructure is a ripe target for harvesting energy 
efficiency, and small changes can have large effects. 
Infrastructure is used almost continuously, such that any 
improvements to efficiency will achieve energy and demand 
savings every hour of every day. Additionally, utilities do not 
need to design complicated strategies to market programs 
and entice customer participation; utilities can directly 
implement efficiency projects themselves. 

So what is holding it all back? On 
paper these are more 
complicated projects, less 
standard calculations, and much 
closer to custom than prescriptive 
when considering typical 
Commercial, Residential, and 
Industrial measures. Further, 
generation utilities already have a 
business case to invest in 
somewhat efficient infrastructure. 
Utilities can only charge for 
electricity delivered to customers’ meters, so any inefficiencies 
in the delivery system commonly equate to higher fuel costs. 

Adding to those concerns is that infrastructure incentive 
projects will displace programs that target customers from the 
residential and commercial/industrial sectors. One major 
generation project may achieve as much savings as an entire 
residential lighting program in a given year, so in an 

environmental compliance situation for a State government 
(theoretical) it would reason that all available budget should 
be focused on the project with the largest emissions 
reduction estimates. This is based highly on speculation 
though, given the greater threat to common end user 
programs is the advancement of technology and the speed at 
which current technology is becoming obsolete. The day is 
fast approaching that lighting energy use is no longer a hot 
conference topic at the national energy efficiency 

consortiums and has been 
replaced by a lecture series on 
what homeowners can do to 
help the Internet of the Utility 
Grid. Such infrastructure 
improvements are just as 
entitled to recognition for 
efficiency efforts as the next 
smart toaster, and it is high 
time to share the spotlight.   

For more information or to 
comment on this article, please contact:

Josh Duckwall, Project Manager
GDS Associates, Inc. - Marietta, GA

770.425.8100 or 
josh.duckwall@gdsassociates.com
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In recent years, credit has come to the forefront within 

many segments of the US economy, including energy 

markets. Whether dealing with RTOs, lenders, 
contractual counterparties, or even customers, credit is 
increasingly becoming a major factor in deciding 
whether, and/or how, to transact with a particular party, 
and often impacts the terms and conditions of such a 
transaction. When evaluating the credit risk of an entity, 
credit ratings are often used as a basis of determining its 
credit quality or creditworthiness.

What exactly is a credit rating?  Who provides a credit rating?  
What do "Ba1" or "BB+" or “Caa” ratings really mean?  What's 
the significance of an investment grade rating?  How should 
credit ratings be used or interpreted? We’ll highlight some of 
the answers in this article.

WHAT IS A CREDIT RATING?

A credit rating is an assessment of a company’s ability 
to meet its financial obligations, or a measure of its credit risk 
or creditworthiness.  It is not a guarantee that the financial 
obligation will be repaid, but merely a judgement or opinion 

by a rating agency regarding the 

likelihood of default. In general, 
credit ratings provide a relative 
ranking of the creditworthiness of a 
company, whereby a company with 
a lower credit rating is viewed to 
have a higher likelihood of default 
than a company with a higher credit 
rating.

HISTORY OF RATING 

AGENCIES

Rating agencies, of one type or 

another, have been providing 

ratings to investors since the early 

1900's.  In the mid-1930's, the 
government decreed that banks 
could hold only investment-grade 
securities.  This action initiated the 
delegation of risk assessment from 
regulators to rating agencies.  Since 
then, increased regulatory 
requirements have forced banks, 
insurance companies, mutual 

funds, and other financial institutions to pay considerable 
attention to bond ratings.  In 1975, to prevent just any 
company from selling investment-grade ratings to the 
highest bidder, the Securities & Exchange Commission 
designated Moody's, S&P, and Fitch as the only rating 
agencies that may be used to satisfy creditworthiness 
regulations.  Companies pay these agencies to rate them so 
that the companies can access the capital markets for debt 
and equity. 

ROLE OF RATING AGENCIES

Rating agencies determine and rate the creditworthiness of 
companies that issue public debt, as well as the debt itself.  
The agencies conduct a fairly extensive analysis of a 

company to arrive at a rating.  This 
analysis includes, but is not limited 

to: interviewing company 
executives regarding finances, 
operations, and management 
plans; assessing the business risk 
and competitive position of the 
company in relation to its 
particular industry; and 
evaluating a company's financial 
risk by analyzing financial policy 
and characteristics, profitability, 
capital structure, cash flow 
protection, and financial 
flexibility.

DEFINITION OF RATINGS

Moody's, S&P, and Fitch, all use 
letter-based rating systems.  
Figure 1 provides a summary of 
their rating symbols and 
associated definitions. 
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Figure 1. Summary of Rating Symbols and Definitions

Moody's S&P Fitch Descrip on Category
Aaa AAA AAA Gilt Edge/Prime
Aa1 AA+ AA+
Aa2 AA AA
Aa3 AA- AA-
A1 A+ A+
A2 A A
A3 A- A-

Baa1 BBB+ BBB+
Baa2 BBB BBB
Baa3 BBB- BBB-
Ba1 BB+ BB+
Ba2 BB BB
Ba3 BB- BB-
B1 B+ B+
B2 B B
B3 B- B-

Caa1 CCC+ CCC+
Caa2 CCC CCC
Caa3 CCC- CCC-
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C C Default Imminent
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USE OF RATINGS

How are ratings used?  
Obviously, ratings are used 

to help determine the 

creditworthiness of a 

company or its debt.  Ratings 
also play a role in determining 
the interest rate at which a 
company issues debt, as well as 
the price at which the debt 
publicly trades. Credit ratings 
are also used by investors, 
lenders, and contractual counterparties as an important 
factor to assess the financial health and creditworthiness of a 
particular company. For example, the Rural Utilities Service 
(RUS) uses credit ratings as a means to allow its borrowers to 
convert from a traditional mortgage security instrument to 
an indenture by requiring investment grade ratings from at 
least two of the rating agencies.  

Ratings are also used in various types of contracts as 
benchmarks to ensure proper credit quality between 
counterparties. For instance, many contracts include material 
adverse change clauses that state if a particular party is rated 
and is downgraded by one or more of the rating agencies, 
additional credit support must then be provided, which may 
take the form of collateral, a parent guaranty, a surety bond, 
etc.  

THE SIGNIFICANCE OF AN INVESTMENT GRADE 

RATING

Maintaining an investment grade rating is important to 
companies in many aspects.  Inherently, it implies that the 

company in question has the ability to meet its debt 

obligations.  As mentioned earlier, banks are only allowed to 

hold securities that are 
investment grade.  So having 
investment grade status 
enables a company's investor 
base to be broadened.  An 
investment grade rating also 
gives investors increased 
confidence that the company 
is in good financial condition. 

Not maintaining or achieving 
investment grade status can 
significantly affect a 

company's operations and financial condition.  For a 
company that fails to maintain an investment grade rating, 
credit "triggers" in contracts can be tripped requiring the 
company to provide additional credit support.  For example, 
during the Enron debacle of the early 2000’s, several energy 
companies were initially downgraded by one or more of the 
credit rating agencies resulting in collateral calls to back 
existing contracts with counterparties, which triggered 
further downgrades which, in turn, resulted in further 
collateral calls……the so-called “death spiral”.

Maintaining an investment grade rating potentially enables a 
company to issue debt at a lower interest rate.  All things 
remaining equal, investment grade companies can issue 
debt at a lower interest rate than non-investment grade 
companies.  As one moves down the scale of ratings from 
investment grade to speculative, the risk of default is seen to 
increase. As default risk increases, lenders must be 
compensated for this increased risk in the form of higher 
interest rates.

It should be noted that some companies never obtain an 
investment grade rating and may have no intention of 
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For more information about GDS, our services, 
staff, and capabilities, please visit our website 

www.gdsasssociates.com 

or call 770.425.8100
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reaching such status.  This may be a result of the particular 
industry the company is in or possibly that management is 
willing to deal with the effects of not  having an investment 
grade rating.  

IN SUMMARY

Credit ratings can be a useful tool in 
determining the relative creditworthiness of a company as 
compared to its industry peers.  The analyses and 
assessments conducted by the rating agencies provide 
useful information and insight on the credit risk associated 
with a particular company. However, as mentioned above, 
credit ratings provide no guarantees.  Ratings are simply a 

prediction of how likely a company is able to meet its 
financial obligations based upon the credit assessment of 
the rating agencies. As evidenced by the subprime mortgage 
fiasco in 2008, there is no be-all and end-all measure in 
determining the ultimate creditworthiness of a company, 
and credit ratings are no exception.

For more information or to 
comment on this article, contact:

Brian Lawson, Senior Project Manager
GDS Associates, Inc. - Marietta, GA
770.425.8100 or 
brian.lawson@gdsassociates.com
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