Before the Public Utilities Commission of the State of Colorado

Decision No. C08-0066
Docket No. 07R-371G

C08-0066Decision No. C08-0066
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

07R-371GDOCKET NO. 07R-371G
In the matter of the proposed rules regarding Natural Gas demand-side management, pursuant to House Bill 07-1037, enacted as §40-3.2-103.

SUPPLEMENT TO NOTICE OF 
PROPOSED RULEMAKING
Mailed Date:
January 18, 2008

Adopted Date:
January 16, 2008

I. BY THE COMMISSION

A. Statement

1. On June 27, 2007, we issued Decision No. C07-0562 opening Docket No. 07I‑251G to investigate issues associated with the natural gas Demand Side Management (DSM) requirements contained in § 40-3.2-103, C.R.S.  In that decision, we established dates for:  (1) an informal workshop; (2) stakeholder comments and proposed rules; and (3) stakeholder reply comments.  

2. Commission Staff held an informal workshop on July 18, 2007.  Initial comments were filed by Ratepayers United of Colorado (RUC), Energy Outreach Colorado, Colorado Natural Gas, Inc., Atmos Energy Corporation, Southwest Energy Efficiency Project, Colorado Office of Consumer Counsel (OCC), SourceGas Distribution, LLC, (SourceGas), Public Service Company of Colorado (Public Service), Aquila Networks-PNG, and Energy Science Center.  RUC, OCC, Public Service, and SourceGas filed reply comments.  We issued a Notice of Proposed Rulemaking (NOPR) by Decision No. C07-0830, based in part from input received from various stakeholders.

3. The basis and purpose of the proposed rules is to implement the recent legislation codified at § 40-3.2-103, C.R.S., which directs the Commission to implement rules to establish specific natural gas DSM requirements for jurisdictional natural gas utilities.

4. Section 40-3.2-103, C.R.S., provides that, on or before September 30, 2007, the Commission is required to commence a rule-making proceeding to develop expenditure and natural gas savings targets, funding and cost-recovery mechanisms, and a financial bonus structure for DSM programs implemented by investor-owned gas distribution utilities.

5. We requested that interested persons file comments no later than November 1, 2007, and reply comments no later than November 20, 2007.  We took additional general comments at a hearing on December 3, 2007.  Additionally, we sought comments in written or oral form based on questions attached to Decision No. C07-1009, and comments to those questions were also addressed at the December 3, 2007 hearing.  Ten parties provided written or oral comments.

6. At the December 3, 2007 hearing, we concluded that an additional hearing on February 13, 2008 was necessary.  The purpose of the additional hearing is to gather further comments on the current issues and concerns regarding this rulemaking.

7. Based upon written and oral comments received concerning the proposed rules in Decision No. C07-0830, we have revised the proposed rules.  The amended proposed rules are provided in Attachment 1 to this Order and are noticed as a supplement to the original notice of proposed rulemaking (Decision No. C07-0830).

a) In proposed Rule 4750, “Overview and Purpose,” language from the statutory “Legislative Declaration” (§ 40-3.2-101, C.R.S.,) has been inserted to clarify the intent of the Gas DSM rules, and articulate the parameters within which these rules are being promulgated.  Also, the original rule language has been modified to better conform to the statutory parameters, as suggested in comments received. 
b) Rule 4751, “Definitions,” is revised to delete certain definitions as unnecessary and to modify or add other definitions to improve clarity and consistency.

c) Rule 4752, “Filing Schedule,” is revised with new dates to reflect a timetable that will comply with statutory implementation and reporting requirements of § 40-3.2-103 (3)(a) and (6)(a), C.R.S, respectively and to combine required reports.  The revisions also support implementation of gas DSM programs statewide by January 1, 2009, and establish a supplemental filing schedule whereby all subsequent applications do not occur in the same year.

d) Rule 4753 revisions are in response to comments that the proposed rule was “unnecessarily burdensome and inflexible.”  The intent of the revisions is to balance flexibility with a level of specificity necessary for the Commission to review and approve DSM plans.  Also, several comments were received concerning the definition of “revenue” as used in establishing a minimum expenditure target.  We have revised the definition to use “base revenue” as proposed by several parties.  This is due to the relative lack of volatility in the base value as compared to total revenue, yielding more consistent planning and budgeting.  Further, the revised rule sets forth a minimum expenditure level of two percent of base revenue.  We estimate that two percent of base revenue is comparable to the statutorily defined minimum of “at least one-half of one percent of a natural gas utility’s revenues from its full service customers”
 when applied to total revenue.  Finally, language has been inserted which is more instructive concerning the inclusion of low-income services within a DSM plan application.

e) Rule 4754, “Annual DSM Report and Application for Bonus and Bonus Calculation,” is revised to set forth a method for determining the amount of bonus funding potentially available to a utility.  In response to comments received, the revised language clarifies that the bonus will be proposed by the applicant, and approved by the Commission.  Additionally, in response to comments, the bonus has been tied to net economic benefits and serves as both a performance incentive and acknowledgment of the lost revenue potentially resulting from implementing a DSM program.

f) Rule 4755, “Measurement and Verification,” is revised to balance the impact, especially on smaller DSM programs, of hiring an “independent third party” with the benefits of using an independent third party.

g) Rule 4756, “General Provisions Concerning Lost Allocation and Recovery,” the “cost/benefit” language has been deleted as duplicative of other rule language.  Also, suggested revisions have been inserted into the “Amortization Periods” subparagraph, and language has been inserted in response to comments concerning the interplay between electric and gas DSM programs.  Finally, concerning the “Distribution of DSM program expenses” (moved to this rule from proposed Rule 4753), the language has been revised to reflect statutory language
 and to allow the inclusion of existing gas DSM-type programs and costs in DSM applications.

h) Rule 4757, “Funding and Cost Recovery Mechanism,” is revised to include changes to reflect comments received. The proposed revisions also seek to balance prospective recovery of costs with minimizing the number and frequency of required filings.  Also, the revised language proposes a continuation of the cost recovery method currently in effect for existing low-income DSM programs, specifically continuing the practice of recovering such expenses from all full service customers as allowed by the statute.

i) Rule 4758, “Contents of Gas DSM Cost Adjustment Applications,” has been rewritten to clarify what is required to be filed in an application, balancing concerns expressed with what is necessary in order for the Commission to diligently process an application.  

j) Rule 4759, “Bill Itemization,” is unchanged.

k) Rule 4760, “Gas DSM Bonus (G-DSM Bonus) Applications,” is revised to include language suggested in comments and deletes the language concerning the determination of the bonus, since this is covered in the revised Rule 4754.

8. The Commission desires to receive written and oral comments on this supplement to the Notice of Proposed Rulemaking.  (The Commission is particularly interested in comments on the revisions to the original proposed rule.)  Interested persons may submit written comments on the rules and may present these orally at a hearing if the Commission deems oral presentations necessary.  The Commission encourages interested persons to submit written comments before the hearing scheduled in this matter. We request interested persons to file such comments no later than February 8, 2008.  The Commission prefers that commentors submit comments in both paper and electronic format.  The Commission may post electronically submitted comments in its website.  The Commission will consider all submissions, whether oral or written.

II. ORDER

A. The Commission Orders That:

1. This Order regarding the Supplement to Notice of Proposed Rulemaking shall serve as notice to all interested parties of the changes to the Notice of Proposed Rulemaking in Decision No. C07-0830.

2. A hearing on the Supplement to the Notice of Proposed Rulemaking shall be held as follows:

DATE:
February 13, 2008 

TIME:
1:30 p.m.

PLACE:
Commission Hearing Room

Suite 250

1560 Broadway

Denver, Colorado

3. Interested persons may file written comments in this matter before hearing.  The Commission prefers that such pre-filed comments be submitted in both paper and, when possible, electronic format no later than February 8, 2008.  The Commission will consider all submissions.

4. This Order is effective upon its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
January 16, 2008.
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Doug Dean, 
Director
	THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO


RON BINZ
________________________________


JAMES K.TARPEY
________________________________

Commissioners

COMMISSIONER POLLY PAGE
TERM EXPIRED January 8, 2008.
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