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BY THE COMMISSION:


The present case was initiated as a result of the Commission's orders in Docket No. 91A‑480EG.  In that proceeding, the Commission considered whether to decouple Public Service Company of Colorado's ("PSCo" or "Company") revenues from its electricity sales, as well as regulatory incentives to  encourage the Company to implement demand side management ("DSM") programs.  The Commission issued Decision No. C93‑38, in Docket No. 91A‑480EG, on January 14, 1993.  


In that decision, the Commission made a number of findings pertinent to the present proceeding.  In particular, the Commission found:


1.  Under traditional regulation, PSCo's profits are partially dependent upon its kilowatt‑hour ("kwh") sales.  As a result, the PSCo's profits go down whenever utility DSM programs are successfully implemented.


2.  Under traditional regulation, PSCo often has a financial incentive to simply and continuously increase electricity sales whether or not those sales gains are a result of cost‑effective use of electricity . . . .


4.  Traditional regulation provides financial incentives to PSCo which may be inconsistent with the provision of least‑cost energy services, and are inconsistent with the Company's implementation of cost‑effective DSM.

Decision No. C93‑38, at 15‑16.


The Commission, based upon the evidence presented in Docket No. 91A‑480EG, was unable to adopt a mechanism to address the problems identified under traditional regulatory methods.  Instead, the Commission ordered Commission Staff ("Staff") to prepare proposals for reform of existing regulation, such proposals to provide incentives for energy conservation and efficiency (i.e., DSM incentives).  The present docket was initiated to consider Staff's, the Company's, and other parties' proposals.


In the instant case, the Company has proposed adoption of the parity revenue and incentive setting mechanism ("PRISM").  According to the Company, PRISM establishes a direct link, through performance‑based incentives, between the Company's profits and achievement of energy efficiency targets established in its Integrated Resource Plan.  The Land and Water Fund ("LAW Fund") has proposed a statistical recoupling mechanism ("SRM").  The LAW Fund contends, in this proceeding, that its SRM improves upon revenue-per-customer decoupling by including consideration of weather and economic factors in the breaking of the link between the Company's revenues and sales.  Other parties to this docket have argued for maintenance of existing DSM incentives established in Docket No. 91A‑480EG.  In order to resolve the existing disputes in this proceeding, the parties agreed to a Stipulation.


The Stipulation, in part, provides:



(1)
The Company will analyze its costs, sales, revenues, prices and earnings as if PRISM had been adopted by the Commission as of the conclusion of the proceeding involving its Integrated Resource Plan.



(2)
The Company will analyze its costs, sales, revenues, prices and earnings as if the Commission had ordered the Company to institute a statistical recoupling mechanism upon completion of the design and estimation of the applicable models.



(3)
The Company will analyze what would have been the impact of PRISM, SRM, the Inducement Formula (as referenced in the Stipulation), and any other mechanisms the parties consider appropriate for study upon PSCo's costs, sales, revenues, prices and earnings for a suitable historic period selected by the parties.



(4)
After conducting the above‑referenced simulations and various studies specified in the Stipulation, the parties agreed to present the results at a hearing before the Commission.  Under the proposal, this hearing would be conducted in mid‑1995.


The Commission held a Special Open Meeting on March 8, 1994 to consider whether to accept the Stipulation of the parties.  Now being duly advised in the matter, the Commission finds that it is unable to accept the settlement at this time.


The Commission affirms the findings and conclusions made in Decision No. C93‑38 (e.g., that traditional regulation, with its link between profits and kwh sales, contains disincentives for the Company to engage in DSM).  However, the Commission concludes that the evidence presently in the record in this docket is inadequate to support a finding that the Stipulation is in the public interest.  


Notably, the prefiled testimony in this case discusses a number of options which would be available to the Commission after a full hearing (e.g., PRISM, SRM, or maintaining existing DSM incentives).  Before committing itself to the alternative agreed upon by the parties, the Commission wishes to hear the entire body of evidence, including cross‑examination on the prefiled testimony.  The Commission, after establishing a complete record regarding potential options, will be in a better position to make an appropriate choice regarding DSM incentives.  Accepting the Stipulation at this point would commit the parties and the Commission to a course of action well into 1995, even though the results of the hearing in 1995 may not be consistent with the present contemplation in the agreement.  Before taking that path, the Commission wishes to conduct a full hearing where all issues can be fully investigated.  The Commission notes that all testimony in this case has been prefiled.  Therefore, the incremental effort involved in completing the hearing should not be great for the parties. 


In order to establish new hearing dates to take the evidence in this matter, a prehearing conference will be held at 9 a.m., May 13, 1994, in the Commission's hearing room.

THEREFORE THE COMMISSION ORDERS THAT:


I.
The Stipulation and Settlement Agreement of the parties filed on February 10, 1994 is not accepted at this time.


2.
The Commission shall conduct a prehearing conference: 

	PRIVATE 
TIME:
	9:00 a.m.

	DATE:
	May 13, 1994

	PLACE:
	Commission Hearing Room A, Office Level (OL) 2

1580 Logan Street, Denver, Colorado


The parties shall appear at that time prepared to establish a new procedural schedule, and to discuss any other relevant matter.


This order is effective upon its Mailed Date.


ADOPTED IN SPECIAL OPEN MEETING March 8, 1994.

THE PUBLIC UTILITIES COMMISSION

OF THE STATE OF COLORADO

Commissioners

CHAIRMAN ROBERT E. TEMMER RESIGNED EFFECTIVE MARCH 1, 1994.






