BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

08I-113EGDOCKET NO. 08I-113EG
IN THE MATTER OF THE INVESTIGATION OF REGULATORY AND RATE INCENTIVES FOR GAS AND ELECTRIC UTILITIES.
RESPONSE OF RATEPAYERS UNITED OF cOLORADO (ruc) TO cOMMISSION DECISION nO. C08-0448 REQUESTING COMMENTS

I. iNTRODUCTION

Ratepayers United of Colorado finds Docket No. 08-113EG to be of extremely high importance.  Accordingly, the following is a response to the Commission’s request for comments on its order C08-0448.  We cite short-hand portions of the order  – in order to respond succinctly.  In no case are we taking exception to anything in the order C08-0448 itself.  The Commission’s order statements are summarized in bold for each of the 10 paragraphs of the order’s Statement.

II.    TEN PARAGRAPHS AND RUC COMMENTS

Para. 1  ….”.need for greater understanding,   of 

(1)  …existing regulatory structures and incentives influence energy utilities’ behaviors; 

(2) … incentives align results with Commission policy goals; 

(3) …..may impact their actions; and 

(4) ….may achieve results consistent with Commission policy goals.   “


RUC applauds all four orientations of this docket.  However we see a need also to couple this set of four structures/incentives orientations with a better understanding of PSCo’s corporate interest in continuing growth – which can be distinctly different from profits.  The world of Standard and Poor stock ratings is part of this difference.  There is more to getting PSCo to respond as the Commission might desire, than simply investigating the incentive details.

Para 2.    “purpose ….. focus on utility incentives, ….both the existing incentives …. as well as an understanding of other regulatory paradigms …… participatory conversations “


RUC supports the purpose of the docket.  We are especially pleased to see the term “participatory conversations”, which were started at the time of the Comanche-3 settlement agreement and unfortunately never completed.  We recommend looking over the topics intended for discussion four years ago, which certainly included incentives.  Four years ago, we did not (although perhaps some did) realize the importance of tying incentives to the topic of expensing vs. amortizing. RUC favors a continuation (for reasons given elsewhere) of the amortizing approach agreed to in the Comanche-3 Settlement. RUC also recommends additional dialog on how incentives and margin recovery should apply when competition is occurring between PSCo and other DSM suppliers.

Para. 3…. “likely outcomes:  report…. rule changes….legislative policy changes; and a formal record “  

RUC  supports all four of these outcomes.  We suggest it likely this new docket will also achieve greater consensus, a better understanding among interested parties, more cost-effective DSM programs, lower rates, and reduced CO2 emissions.  

Para. 4    “ priority and timing …. end of 2008”,    

RUC hopes for a more urgent time schedule – including possibly delaying decisions in some other dockets, where legally permissible.  At a minimum, public meetings with experts need to be started as soon as possible in this docket.  We are not asking for additional meetings with the general public, who of course should be able to listen in.  With some early open participatory meetings, the Commission will certainly be hearing new information that should influence some parts of the Docket 447 decision process – that can only go smoothly ahead if we have a good DSM incentive program. Special attention presumably need only be given to a few incentive situations on the supply side.  We urge attention in demand-side areas where competition may have created a unique situation for PSCo and its competitor.

Para. 5… “…initial list of questions and issues were identified ….”

RUC  agrees with the Commission’s list of 10 question topics.  Additionally we recommend:   

#11 – principles.  In RUC’s Statement of Position (SOP) in Docket 07A-420E, we listed seven principles in our attempt to answer the Commission’s request for intervenors’ thoughts along lines very similar to (but subsequent to) that of Decision No. C08-0448. Without the Commission’s adoption of guiding principles, we see little chance of coming up with a rational incentive program.  

 #12 – models.  In RUC’s Docket 07A-420E SOP identified above, we proposed a small model to get across the point that the expensing approach to DSM programs would not be sufficient to cover lost returns – essentially regardless of the magnitude of the incentive.  We were surprised to see PSCo finally come to the same conclusion in its own 420-SOP.  PSCo has a model now that shows the problem, but RUC believes that model is faulty in its handling of both amortizing and calculating lost margins (lost returns). Had we all been working with similar models and model assumptions,  we would not now face this looming battle over an optimum incentive.  To repeat, we think PSCo has not yet understood the power working in its favor with amortization.  With a new emphasis in this docket on models, this recalcitrance can probably be overcome.

#13 – requiring utility alternatives      The biggest fault RUC has found with the present regulatory system is that PSCo is allowed to bring forth only their one single preferred alternative solution.  This adversarial approach of course is standard practice for the US legal system – but RUC feels it is not working well for the technical and regulatory matters with which the Commission deals.  In the Fort St. Vrain docket, a requirement for presenting the full range of alternatives would have certainly surfaced the idea of rentals – saving hundreds of millions of dollars.  In Docket 420, the Commission asked all intervenors for supply curve information as part of the Supplemental;  PSCo ignored that request.  Similarly, the Commission asked for (did not demand) responses to a set of very specific questions as part of the Statements of Positions (SOPs) in Docket 420.  RUC devoted most of its SOP to those answers; PSCo devoted virtually none – at least using the Commission’s own questions.    In Docket 447, the Commission asked for a range of Section 123 alternatives – and received only the single alternative of 200 Gigawatt hours per year  (no-one ever took the 100 Gigawatt hour option seriously).   Also in Docket 447, we see little to no mention by PSCo of such items as energy storage, 3rd party aggregators, smart grids, time-of-day pricing, etc.   In sum, we hope the Commission will take the opportunity in this docket to determine if it is requiring enough information from the group most easily able to supply information (both pro and con) on a full range of incentive options – PSCo.

(cont’d)  .”.outcomes of the investigation should apply prospectively, and not affect related issues that are addressed by current proceedings. “ 


RUC applauds the “should” thought here, but hopes that the Commission comes to the conclusion RUC has reached  - there is too little agreement (and a too-recent discovery by PSCo on its need for more return) on the incentive to arrive at a good decision – without the progress likely in this present new docket.  RUC urges retention of the status quo situation given by the Comanche-3 settlement – amortization.   This ought not to be precluded by this final admonition in Para. 5.

Para 6.      “Governor Ritter’s Executive Order D 004 08, issued on April 28, 2008…… PUC require …. an ERP for achieving a 20% reduction in its greenhouse gas emissions from 2005 levels by 2020.    

Our concern here is that this goal should already be mandatory.  PSCo’s slap in the face to the Governor by proposing a woefully weak climate goal should not be allowed and certainly not encouraged through this new docket.  RUC strongly feels that the present Commission already has the mandate to require this very limited goal.  It is obvious that the goal has not been seriously considered by PSCO – presumably because that they are not recognizing the huge benefits of amortization to their own share-holders.  These legislative and executive mandates are so critical that the Commission must not be bound to the utilities limited proposed solution.  DSM can and should be competitively contracted to other suppliers where competitive solicitations indicate ratepayer savings and a greater interest in meeting the Governor’s goals.  Lost margins should not be considered when competition exists. This competition-incentive interplay must be a part of this docket.

Para. 7.   methods used …. as flexible as possible ……. individual discussions …fully disclosed….    RUC can endorse flexibility, but we have a concern about “individual discussions.”  We believe private discussions should be limited to cases where the discussions could not or would not take place otherwise.  Special consideration can be given to seeking out such meetings where the contact fears retribution following comments made at a public meeting.   

“proceeding is investigatory…..will not impact any current docket,..”

  
This again concerns us.  The Commission should not prematurely tie its hands.  There are too many loose ends in the current dockets.  For instance, in Docket 420, PSCo put forth a new criterion for incentives (covering “lost margins” as part of the incentive while still insisting on expensing) only in its final Statement of Position, with brand new, but still faulty, exhibits.  This major change in their position needs discussion and this is the right docket for doing so.  Nevertheless, we would welcome a re-opening of Docket 420 in preference to allowing PSCo to come in at the last minute with its new “lost profit discovery”.- and poorly-thought-through remedy (that of expensing with a huge payment to cover lost margins).  This Docket 113 is perfectly timed to allow the needed full discussion of this latest (but still erroneous) PSCo conclusion on a needed incentive.

Para. 8  “ ….. to promptly begin the research phase ….  “

RUC:  Excellent.   RUC recommends starting with developing the list of principles.  We have provided a starting list in our SOP for Docket 420.

Para.   9. invite …. comments …. appropriate scope …. suggesting specific topics and methods of inquiry.  …. not seeking comments on the substance    

RUC:    Clearly the Commission will be including the present set of dockets covering DSM and renewables.   RUC also recommends broadening the incentive scope enough to cover topics that are not on the table such as energy storage, time-of-day-metering, smart grids, adequate transmission, competition with PPAs, etc. 

Para.  10.  “As soon as…..initiate a dialogue ….schedule workshops and roundtable discussions “      

RUC believes there is sufficient Commission intent demonstrated, that some scheduling should/can/must be taking place already.  We also hope that letters can go out as soon as possible to see if groups like the Regulatory Assistance Project (RAP) are available to provide assistance.

Does that conclude the RUC set of comments on the Commission plans for this new docket, as requested by the Commission? 

   
Yes –  we thank the Commission for this much-needed docket and the opportunity to supply comments.
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