Decision No. C97-324

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO. 94S-469E
The Investigation and suspension of tariff sheets filed by westplains energy, a division of utilicorp united inc., with Advice Letter No. 523.

Order Granting Motion To Continue
Heat Pump DSM Pilot Program
Mailed Date:  March 28, 1997

Adopted Date:  March 26, 1997

I. BY THE COMMISSION

A. Statement

1. This matter comes before the Commission for con-sideration of the Motion to Continue Heat Pump DSM Pilot Program filed by WestPlains Energy, a Division of UtiliCorp United, Inc. ("WestPlains" or "Company"), on February 25, 1997.  The motion requests that we extend the Heat Pump Demand Side Management ("DSM") Pilot Program ("Program") for a period of two years after the expiration of the current pilot program.  The Colorado Busi-ness Alliance for Cooperative Utility Practices ("Alliance") filed comments on March 10, 1997.  Generally, those comments oppose continuation of the Program.  Now being duly advised in the premises, we grant the motion consistent with the following discussion.

B. Discussion

1. On August 4, 1994, WestPlains submitted Advice Letter No. 523 and accompanying tariff sheets.  That filing proposed to establish a new optional service for residential customers which would meet a variety of heating and cooling needs in the home by utilizing high efficiency heat pump driven tech-nologies.  After the Commission suspended the effective date of the tariffs, WestPlains and Commission Staff, the only intervenor in this docket, reached a settlement in the proceeding.  That settlement modified the proposed tariffs to create the Program as a DSM pilot project.  The settlement was approved by the Commis-sion in Decision No. R94-1658 (effective January 24, 1995).

2. Participation in the Program was limited to 150 eligible customer homes, and duration of the Program was to be for two full years (i.e., two cooling seasons and two heating seasons) after Commission approval.  Since Decision No. R94-1658 became legally effective by operation of law on January 24, 1995, the pilot phase of the Program is scheduled to expire at the end of the 1996-97 heating season.

3. WestPlains suggests that the Program should be continued for various reasons:  First, the original pilot pro-vided no financing package available for participants. Since the Program requires participants to have a natural gas furnace backup, participation could be relatively expensive for custom-ers.  The lack of a financing package greatly contributed to the minimal participation rate (only eight customers).  Recently, however, UtiliCorp established a financing package to increase participation in the Program, and wishes to extend it to deter-mine whether the availability of financing will increase customer enrollment.  Second, customer interest in the Program appears to be increasing.  The requested extension may enable WestPlains to enhance participation.  Third, meaningful statistics on the effectiveness of the installed heat pumps are impractical given the low participation rate.  An extension would enable the Com-pany to gather better and additional data to perform a more com-prehensive evaluation of the Program.  Fourth, the Program is currently under budget by a relatively significant amount.

4. If we grant the extension, WestPlains requests that the Program budget be increased by $22,000.  According to the Company, this increase will permit the continuation of a "robust pilot program with sufficient funding, and would also permit a meaningful opportunity for verification, monitoring, and evaluation of the total program results."  WestPlains' Motion, page 4.

5. The gist of the Alliance's objection is that WestPlains' ratepayers should not be required to pay for the pilot project.  We note that no decision had previously been made by the Commission regarding cost recovery for the Program.  We now clarify that expenses associated with the Program are not eligible for accelerated recovery through WestPlains' Demand Side Management Cost Adjustment Clause.  In addition, the Company will bear the burden of demonstrating the prudence of expenses asso-ciated with the Program in any future rate case.

C. Conclusion

1. We find that the motion states good grounds for continuation of the Program.  As such, the motion will be granted. 

II. ORDER

A. The Commission Orders That:

1. The Motion to Continue Heat Pump DSM Pilot Program filed by WestPlains Energy, a Division of UtiliCorp United Inc., on February 25, 1997 is granted.
2. This Order is effective on its Mailed Date.

B. ADOPTED IN Commissioners’ WEEKLY MEETING March 26, 1997.
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COMMISSIONER VINCENT MAJKOWSKI

DISSENTING.

III. COMMISSIONER Vincent Majkowski DISSENTING:
A. I would deny the motion to continue by WestPlains Energy, a Division of UtiliCorp United, Inc. (“WestPlains”).  The Commission approved the Heat Pump DSM Pilot Program for a period of two years.  This period of time was more than adequate for a pilot program.  Nevertheless, the motion points out that only eight customers enrolled in the program during this two-year period.  This minimal participation, as pointed out by the Colorado Business Alliance for Cooperative Utility Practices, has produced virtually no results.  In my view, WestPlains has not provided any acceptable reason to continue the program for another two years.
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