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BEFORE THE PUBLIC UTILITIES COMMISSION

OF THE STATE OF COLORADO

*     *     *

	IN THE MATTER OF THE APPLICATION OF PUBLIC SERVICE COMPANY OF COLORADO FOR AUTHORITY TO IMPLEMENT AN EXPERIMENTAL RESIDENTIAL PRICE RESPONSE PILOT PROGRAM


	)))))
	DOCKET NO. 04A‑566E

	SETTLEMENT AGREEMENT 


Public Service Company of Colorado (Public Service or Company) and the Staff of the Colorado Public Utilities Commission (Staff) (collectively Parties) enter into this Settlement Agreement resolving all issues regarding Public Service’s Application for Authority to Implement an Experimental Residential Price Response Pilot Program.

Introduction

On November 16, 2004, Public Service filed its application requesting authority to implement an Experimental Residential Price Response Pilot (Pilot), in which it seeks to measure the public’s acceptance and the effectiveness of dynamic price signals designed to encourage customers to reduce consumption of electricity during the summer peak.  To accomplish the twin goals of: (1) providing customers better price signals and encouraging efficient consumption, and (2) allowing Public Service to evaluate the public’s acceptance of the price signals and whether the program can be cost‑effective, the Company is proposing the Pilot, in which it will offer three different rates:

· A Residential Time-of-Use (RTOU) rate, with an on-peak period applicable to the six‑hour period from 2:00 p.m. until 8:00 p.m., Monday through Friday, excluding federal holidays, during the period June 1 through September 30;

A Residential Critical‑Peak Pricing (RCPP) rate, where the Company will charge premium on-peak prices applicable to the six‑hour period from 2:00 p.m. until 8:00 p.m., Monday through Friday, excluding federal holidays, during the period June 1 through September 30 for up to ten days occurring within this period.  When the Company sees a critical day coming, it will provide day-ahead notice to participating customers that the upcoming day will have preset premium prices for on-peak consumption; and

A rate (RCTOU) that combines the attributes of the RTOU and RCPP rates.

These three tariffs will be referred to in this Settlement Agreement as the Proposed Tariffs.

The three Proposed Tariffs are voluntary and would be available to Denver Metro and Boulder (excluding Coal Creek Canyon) area residential customers with at least 1,800 kWh of total use during the months of June, July and August 2004.
  The Proposed Tariffs are designed to be revenue neutral with the standard Residential General tariff approved by the Commission at the conclusion of the Company’s Phase II filing in Docket No. 04S-164E at the eligible customers’ average load shape over an annual period.

The Pilot period, if approved, consists of four phases: the Test Phase, the Enrollment and Baseline Phase, the Price Signal Phase, and the Evaluation Phase.
The expenses related to the Pilot will include all expenses incurred to develop the Pilot and to carry it out through the Test Phase, the Enrollment and Baseline Phase, the Price Signal Phase, and the Evaluation Phase.  These anticipated expenses include installation and testing of advanced metering and infrastructure, meter reading, system development and upgrades, enabling technologies, marketing, evaluation, and incremental labor.  The Company currently estimates that these Pilot expenses will total approximately $4 million.

Staff served audit on the Company in which it inquired into the Company’s bases for the Company’s claims regarding its proposal.  After receiving responses, Staff and the Company conducted a number of meetings in which matters related to the Pilot were explored.

The modification themes that were agreed to by the Parties include the following:

· Significantly more detailed reporting requirements to ensure a viable method of evaluating the success of the Pilot;

· Establishing parameters to be used in evaluating the costs incurred in connection with the Pilot and providing a means of challenging those costs if they exceed expectations; and

· Establishing guidelines to be used to determine the success of the Pilot and its future effectiveness.

Agreement

1) The Parties agree that it is appropriate for Public Service to use the Demand Side Management Cost Adjustment (DSMCA) clause to recover the costs of the Pilot, provided that the Company should separately report the costs of the Pilot from other DSMCA costs. To accurately track the costs of the Pilot, the Company shall record all Pilot costs in appropriate sub‑accounts.  If the Commission approves the Pilot, Public Service will work with Staff to ensure that Staff fully understands the accounting to be employed in connection with the program.

2) The Company shall file the itemized expenses of the Pilot annually and as a separate companion report to the annual DSMCA report.  To facilitate review of the progress of the Pilot, Public Service will detail the progress of the Pilot in these annual reports.

3) The anticipated budget report included as confidential Exhibit A shall be used to set the baseline cost of the Pilot for the purpose of the future program progress and expense evaluations.

4) During the period in which the Pilot is in effect, if the annual expense to be recovered through the DSMCA is 10 percent more than the anticipated budget amount, the Company shall provide a narrative statement clearly explaining the cause of the expense increases.  This narrative shall be included in the companion report to the annual DSMCA report.  When the Company has met this reporting requirement, the costs in excess of 110 percent of the anticipated budget shall be deemed to be recoverable unless a party, within 90 days of the filing of the report, files to challenge their recoverability. If a party timely files to challenge the recoverability of costs in excess of 110 percent of the anticipated budget, the matter shall be separately docketed, but this shall not affect the recoverability of costs up to 110 percent of the anticipated budget.  If a party does not file within 90 days, then the costs shall be deemed recoverable for all purposes.  The Company and Staff will meet each October (at least through October 2007) to discuss progress of the Pilot and also expenses.

5) The Parties agree that, consistent with normal practice, all underlying support documentation for recoverable expenses associated with the Pilot shall be maintained during the Pilot period and will be available for Staff audit and inspection.  Public Service shall maintain records of all incremental labor costs associated with the Pilot.  Incremental labor is defined as additional resources needed solely as a result of the operation of the Pilot.  These resources are above the level of resources required for day-to-day operations of the Company without the Pilot and will be acquired on a temporary, contract basis.  The underlying support for the use of incremental labor will also be made available for Staff audit and inspection.

6)  The Parties agree that the following guidelines should be used to determine the future of the Pilot.  

a. If customer participation in the Pilot or the RTOU, RCPP, or RCTOU tariff individually falls so short of expectations that no meaningful data can be developed from continuing the Pilot or the RTOU, RCPP, or RCTOU tariff, the Company will end the Pilot or the RTOU, RCPP, or RCTOU tariff without expending further funds.  In this case, the Company will research why customers did not respond, and will not offer a replacement program to customers without gaining approval from the Commission to do so.

If data obtained during the Pilot is insufficient to provide meaningful results, the Pilot will be extended for another year.  The circumstances for this extension could be abnormal weather, or if it becomes clear that customers have a learning curve to overcome that would require more than one summer to be able to respond to time-differentiated rates.  In this option, the budget for the Pilot would be increased by approximately $862,000 to cover the costs of an additional year of operation.  The actual amount of the budget for the additional year shall be set following subsequent negotiations between Staff and the Company.

If customer load response is much below expectations, with no indication that more time on the rate would increase response, the Company will let the pilot end after a year of price signals.  This option would also be valid if the costs of implementing the pilot prove to be much higher than expected and the forecast benefit/cost ratio of the rate structure is less than 1.0.  

b. If customer participation, load response, and costs are better than expected, the Company will transition the Pilot to a generally applicable tariff option for residential customers. 

7) The Parties agree that the proposed $50.00 payment to customers, which the Company selected to be in the control group, should consist of two separate bill credits of $25 each.  The selected customer will receive the first bill credit to its monthly electricity bill after the customer has signed the initial data survey agreement and the interval data meter has been installed.  The selected customer will receive the second bill credit payment upon completing the final load research survey at the conclusion of the Pilot. 

8) The Parties agree that references in the proposed tariff sheets to the TOU ECA shall be deleted and that Saver’s Switch customers are not eligible to participate in the Pilot.  The tariffs included as Exhibit B reflect these changes as well as other changes to improve the clarity of the description of the Pilot.

9) The Parties agree that these tariffs should be approved subject to revision in order to comply with the Commission’s final order in the Company’s Phase II rate case.

10) The Parties agree that Public Service’s request for authority to implement the Pilot, as modified by this Settlement Agreement, is consistent with the public interest and should be approved.

General Terms

11) This Settlement Agreement reflects the compromise and settlement of all issues raised or that could have been raised in this docket.

12) The Parties shall join in a motion that requests the Commission to approve this Settlement Agreement and, if necessary, shall testify in support of this Settlement Agreement.

13) This Settlement Agreement is a negotiated compromise.  Nothing contained in this Settlement Agreement shall be deemed to constitute an admission or an acceptance by any Party of any fact, principle, or position contained in this Settlement Agreement.  Notwithstanding the foregoing, by signing this Settlement Agreement and by joining in the motion to approve the agreement, the Parties acknowledge that they pledge their support for Commission approval of these provisions.

14) This Settlement Agreement shall be treated as a complete package as relates to the Company’s Pilot program. To accommodate the interests of the two Parties on various issues, each Party acknowledges that changes, concessions, or compromises by a Party in one section of this Settlement Agreement necessitated changes, concessions, or compromises by the other Party in other sections.

15) The Parties agree that all pre-filed testimony and exhibits shall be admitted into evidence without cross‑examination.
16) This Settlement Agreement shall not become effective until the issuance of a final Commission Order approving the agreement which Order does not contain any modification of the terms and conditions of this Settlement Agreement that is unacceptable to either of the Parties. In the event the Commission modifies this Settlement Agreement in a manner unacceptable to any Party, that Party shall have the right to withdraw from this agreement and proceed to hearing on the issues that may be appropriately raised by that Party in this docket. The withdrawing Party shall notify the Commission and the other Party to the Settlement Agreement by e-mail within three business days of the Commission-ordered modification that the Party is withdrawing from the Settlement Agreement and that the Party is ready to proceed to hearing; the email shall designate the precise issue or issues upon which the Party desires to proceed to hearing (Hearing Notice).

17) The withdrawal of a Party shall not automatically terminate this Settlement Agreement as to the withdrawing Party or the other Party. However, within three business days of the date of the Hearing Notice from the first withdrawing Party, all Parties shall confer to arrive at a comprehensive list of issues that shall proceed to hearing and a list of issues that remain settled as a result of the first Party's withdrawal from this Settlement Agreement.  Within five business days of the date of the Hearing Notice, the Parties shall file with the Commission a formal notice containing the list of issues that shall proceed to hearing and the list of issues that remain settled. The Parties shall have and be entitled to exercise all rights with respect to the issues.

18) If this Settlement Agreement is not approved, or is approved with conditions that are unacceptable to any Party who subsequently withdraws, the negotiations or discussions undertaken in conjunction with the agreement shall not be admissible into evidence in this or any other proceeding for any purpose, except as may be necessary in any proceeding to enforce this Settlement Agreement.

19) Approval by the Commission of this Settlement Agreement shall constitute a determination that the agreement represents a just, equitable, and reasonable resolution of all issues in this docket.  The Parties state that reaching agreement in this docket by means of a negotiated settlement is in the public interest and that the results of the compromises and settlements reflected by this Settlement Agreement are just, reasonable, and in the public interest.
20) All Parties to this Settlement Agreement have had the opportunity to participate in the drafting of this Settlement Agreement. There shall be no legal presumption that any specific Party was the drafter of this Settlement Agreement.
21) This Settlement Agreement may be executed in counterparts, all of which when taken together shall constitute the entire agreement with respect to the issues addressed by this Settlement Agreement.
DATED this 10th  day of March 2005.

PUBLIC SERVICE COMPANY OF COLORADO

By:__________________________

Fredric C. Stoffel

Vice President, Policy Development

Xcel Energy Services Inc.

1225 17th Street, Suite 1000

Denver, Colorado 80202

Agent for Public Service 

Company of Colorado

By:_________________________

Steven D. Arnold

Hinkle, Hensley, Shanor & Martin, L.L.P.

1150 Capitol Center

919 Congress Avenue

Austin, Texas 78701

Telephone:      (512) 476-7137

Fax:
        (512) 476-7146

Paula M. Connelly #14451

Assistant General Counsel

Xcel Energy Services Inc.

1225 17th Street, Suite 900

Denver, CO  80202

Telephone:      (303)294-2059

Fax:
        (303)294-2988

Attorneys for Public Service 

Company of Colorado

STAFF OF THE COLORADO PUBLIC UTILITIES COMMISSION
By:___________________________

Larry Y. Shiao

1580 Logan Street, OL-2 

Denver, CO   80203

Engineer – Colorado 

Public Utilities Commission

Approved as to Form:

JOHN W. SUTHERS 

Attorney General

By:__________________________

David A. Beckett, #23098

Assistant Attorney General

Business and Licensing Section

1525 Sherman Street, 5th Floor

Denver, CO 80203

Telephone:
(303) 866-5135

Fax:

(303) 866-5395

Attorney for the Staff of the Colorado Public Utilities Commission

� 	The months of June through August were chosen for eligibility purposes because of the availability of load research data.  To correspond to Phase II rates, the tariffs will apply in the months of June through September.
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