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I. STATEMENT  
1. On November 1, 2007, Public Service Company of Colorado (Public Service, PSCo, or Company) filed Advice Letter No. 1495 - Electric (Advice Letter).  Accompanying the Advice Letter were Interruptible Service Option Credit (ISOC) tariffs.  With the Advice Letter, Public Service filed the testimony and exhibits of Messrs. Scott B. Brockett, Timothy J. Sheesley, and Alan S. Taylor.  

2. On November 6 and on November 15, 2007, the Company filed its Affidavits of Publication.  

3. The Commission set the proposed tariffs for investigation and hearing, thus commencing this docket and suspending the effective date of the tariffs that accompanied the Advice Letter.  Decisions No. C07-1090 and No. C08-0122.  On March 14, 2008, PSCo filed an Amended Advice Letter, the effect of which is to change the effective date of the proposed tariffs and, thus, to extend the 210-day statutory period through and including August 18, 2008.  

4. On January 11, 2008, Colorado Energy Consumers (CEC) moved to intervene and requested a hearing.  By Decision No. C08-0163, the Commission permitted CEC to intervene.  

5. On January 16, 2008, Colorado Office of Consumer Counsel (OCC) intervened of right.  

6. On January 18, 2008, Staff of the Commission (Staff) intervened of right and requested a hearing in this matter.  

7. On January 18, 2008, CEC and others filed a Joint Motion to Consolidate this docket with Docket No. 07A-420E.
  The Commission denied this motion in Decision No. C08-0112.  

8. On January 24, 2008, CF&I Steel, L.P., doing business as Rocky Mountain Steel Mills (CF&I), filed a Petition to Intervene.  By Decision No. C08-0163, the Commission permitted CF&I to intervene.  

9. On January 25, 2008, Ratepayers United of Colorado (Ratepayers United) filed a Petition to Intervene.  By Decision No. C08-0163, the Commission permitted Ratepayers United to intervene.  

10. On January 25, 2008, Ms. Leslie Glustrom (Glustrom) filed a Petition to Intervene.  By Decision No. C08-0163, the Commission permitted Ms. Glustrom to intervene.  

11. On January 28, 2008, Ms. Nancy LaPlaca (LaPlaca) filed a Petition to Intervene.  By Decision No. C08-0163, the Commission permitted Ms. LaPlaca to intervene.
  

12. On February 4, 2008, the Governor's Energy Office (GEO) filed a Petition for Late Intervention.  By Decision No. R08-0172-I, the Administrative Law Judge (ALJ) permitted the late-filed intervention.
  

13. By Decision No. C08-0112, the Commission established May hearing dates, a procedural schedule, and filing and service requirements for this docket, among others.  

14. On February 13, 2008, the Commission determined that it would refer this docket to an ALJ for disposition.  Following that referral, the ALJ held a prehearing conference on March 4, 2008.  As a result of that prehearing conference, the ALJ modified the procedural schedule and set the hearing in this matter for May 5-9, 2008.  Decision No. R08-0234-I.  The ALJ subsequently modified the procedural schedule.  

15. In two Orders the Commission discussed the scope of this proceeding, discussed its relationship to Docket No. 07A-447E (Public Service's 2007 Colorado Resource Plan proceeding), and directed the ALJ to inquire into certain areas.  Decision No. C08-0112 at ¶¶ 13-18; Decision No. C08-0369 at ¶¶ 70-76.  These Orders were incorporated into, and addressed during, this proceeding.  Decision No. R08-0234-I at ¶ 18 (regarding Decision No. C08-0112); Decision No. R08-0372-I (ordering parties to file testimony to address Decision No. C08-0369
).  

16. Public Service filed direct and rebuttal testimony.  CEC filed answer, supplemental answer, and cross-answer testimony.  Ms. Glustrom, OCC, and Staff each filed answer and supplemental answer testimony.  

17. On April 21, 2008, Staff filed a Motion to Supplement Confidential Exhibit LYS-7 to the Answer Testimony of Larry Shiao.  No party opposed this motion, and the ALJ orally granted the Motion on April 30, 2008.  This memorializes that oral ruling.  

18. On April 25, 2008, Gina B. Hardin, Esquire, filed a Notice of Withdrawal as Counsel for Ratepayers United of Colorado, LLC.
  No party opposed this request, Ratepayers United did not oppose the request, and the ALJ orally granted the request to withdraw on May 6, 2008.  This memorializes that oral ruling.  

19. The following entities or persons are the Intervenors (as used in this Decision):  CF&I Steel, L.P.; Colorado Energy Consumers; Colorado Office of Consumer Counsel; Ms. Leslie Glustrom; and Staff of the Commission.  Public Service and the Intervenors, collectively, are the Parties (as used in this Decision).  

Pursuant to Decision No. R08-0234-I, a final prehearing conference was held on April 30, 2008.  During that prehearing conference, pursuant to Decision No. R08-0428-I, the ALJ heard argument concerning the scope of this proceeding.  The ALJ determined that the following two issues are beyond the scope of this proceeding:  (a) a change in the timing of Public Service's recovery of the credits provided to ISOC customers and of ISOC-related costs; and (b) a financial incentive to be paid to Public Service with respect to the ISOC program.  Consequently, she ordered testimony related to those two issues stricken from the prefiled testimony.  See Decision No. R08-0459-I (memorializing oral ruling).
  The effect of this ruling was to limit the scope of this proceeding to the proposed ISOC tariffs, the matters identified by the Commission, and the continuation of ISOC-related reports to the Commission.  In addition, 

20. as a consequence of this determination, the prefiled testimony and exhibits entered into evidence in this matter has stricken through or did not contain testimony that discussed the two issues beyond the scope of this proceeding.  Finally, as a consequence of this determination, no oral testimony on either of the stricken issues was presented during the hearing in this matter, except as necessary to provide context or background for the changes to the calculation of the ISOC credit proposed by Public Service.  

21. On May 5-8, 2008, at the time and place scheduled, the ALJ held an evidentiary hearing in this matter and heard the testimony of ten witnesses.  Public Service presented the testimony of Mr. Scott B. Brockett,
 Mr. Alan S. Taylor,
 Mr. Timothy J. Sheesley,
 and Ms. Teddi L. Davis.
  CEC presented the testimony of Ms. Kathryn Iverson.
  Ms. Leslie Glustrom presented her own testimony.
  OCC presented the testimony of Mr. Dennis J. Senger.
  Staff presented the testimony of Dr. Larry Y. Shiao,
 Mr. Harry C. Di Domenico,
 and Mr. Gene L. Camp.
  

22. Forty-four exhibits were marked for identification.  Of these, Hearing Exhibits No. 1 to No. 30, Hearing Exhibits No. 32 to No. 36, and Hearing Exhibits No. 41
 to No. 44 were admitted into evidence.
  Although marked for identification, Hearing Exhibits No. 31, No. 37, No. 38, and No. 40 were not admitted; and Hearing Exhibit No. 39 was withdrawn.  Confidential Exhibit No. 15A contains the only confidential material in this proceeding, and no portion of the transcript is confidential.  

23. At the conclusion of the hearing, the evidentiary record was closed.  The ALJ took the matter under advisement.  

24. On May 23, 2008, Public Service, Ms. Glustrom, OCC, and Staff each filed a post-hearing statement of position.  CEC and CF&I jointly filed a post-hearing statement of position.  Response to a statement of position was not permitted.  

25. On May 27, 2008, Public Service filed a Motion for Leave to File Post-Hearing Statement of Position as Substitute for Previously-Filed Version (PSCo Motion).  The substitute Statement of Position was attached.  No party filed a response to the PSCo Motion, and it is unopposed.  The PSCo Motion states good cause and will be granted.  The Statement of Position filed on May 27, 2008 will be substituted for the statement of position filed on May 23, 2008.  Reference in this Decision to the PSCo Statement of Position is to the substituted version.  

26. In accordance with § 40-6-109, C.R.S., the undersigned ALJ now transmits to the Commission the record and exhibits in this case along with a written recommended decision.  

II. FINDINGS AND DISCUSSION  
27. Applicant Public Service Company is a public utility and is fully rate regulated by the Commission.  As pertinent here, the Company provides retail electric service to customers in Colorado.  To customers with significant load, PSCo offers the opportunity to participate in the Interruptible Service Options Credit (ISOC) program that is the subject of this proceeding.  

28. Intervenor Colorado Energy Consumers is an unincorporated association of energy consumers, many of whom take electric service from Public Service.  In this proceeding, the represented CEC members are Air Liquide, Western Metropolitan Metal, and Metal Management.  Each is an industrial customer of Public Service, each has a significant electric load,
 and each participates in the ISOC program at present.  

29. Intervenor CF&I Steel, L.P., is Public Service's largest electric customer and participates in the ISOC program at present.  CF&I has participated in the ISOC and the predecessor interruptible rate programs for over 30 years, and CF&I is (and has been) PSCo's largest interruptible customer.  

30. Intervenor Ms. Glustrom is a resident of Colorado and, as pertinent here, is an electric ratepayer of Public Service.  

31. Intervenor OCC is a Colorado state agency established pursuant to § 40-6.5-102, C.R.S., with a specific charge as set out in statute.  

32. Intervenor Staff is litigation Staff of the Commission as identified in the Notice of Intervention filed in the CPCN Docket and in the Notice of Intervention filed in the Tariff Docket.  

A. Burden of Proof.  

33. Public Service seeks to change the existing ISOC tariff.  As the proponent, the Company bears the burden of proof by a preponderance of the evidence as to each of its proposed changes to the ISOC tariff.  Section 13-25-127(1), C.R.S.; Rule 4 Code of Colorado Regulations (CCR) 723-1-1500.  PSCo must establish that its proposed changes to the ISOC tariff meet the statutory standard found in §§ 40-3-106 and 40-3-111, C.R.S., which requires that the ISOC tariffs, if amended as the Company proposes, result in rules, regulations, and classifications for the ISOC program that are just, reasonable, and sufficient (i.e., in the public interest).  

34. Each intervenor that proposes a change to the ISOC tariffs is likewise the proponent of a substantive change and, thus, must meet the preponderance of the evidence standard with respect to its proposal.  Section 13-25-127(1), C.R.S.; Rule 4 CCR 723-1-1500.  

35. The preponderance standard requires the finder of fact to determine whether the existence of a contested fact is more probable than its non-existence.  Swain v. Colorado Department of Revenue, 717 P.2d 507 (Colo. App. 1985).  A party has met this burden of proof when the evidence, on the whole and however slightly, tips in favor of that party.  

B. Additional principles and considerations.  

36. The purpose of this proceeding is to determine, based on the evidence and Commission policy direction, whether the proposed changes to the ISOC tariff, if adopted, result in rules, regulations, and classifications that are just, reasonable, and sufficient (i.e., in the public interest).  In making the determination, the principles, the Commission findings and guidance, and the considerations discussed below are taken into account.  

37. First, the Commission has an independent duty to determine matters that are within the public interest.
  Caldwell v. District Court, 692 P.2d 1085, 1089 (Colo. 1984).  As a result of its independent duty, the Commission is not bound by the proposals made by the parties before it and may make the changes to the tariff that the Commission deems necessary to assure that the tariff terms and conditions are just, reasonable, and sufficient (that is, in the public interest) so long as the evidentiary record supports the changes and the reasons for the choices made (e.g., policy decisions) are stated.  

38. In reaching her decision in this matter, the ALJ is mindful of these principles and of the Commission's duty.  

39. Second, as relevant here and importantly, the Commission has expressly found "that significant expansion of the existing ... ISOC ... program[] is feasible[.]"  Hearing Exhibit No. 21 (Decision No. C08-0369) at ¶ 39.
  As further explanation of the finding and as guidance for this proceeding, the Commission stated later in that Decision:  

 
First, the ALJ and the parties should address what additional incentives, if any, are necessary to encourage Public Service customers to take service pursuant to Public Service's interruptible tariffs.  This includes examination of the incentives in the proposed tariffs as filed and consideration of any additional incentives that, if adopted, would encourage participation without unduly adversely affecting the cost-effectiveness of the interruptible program from the perspective of the general body of ratepayers.  

 
Second, if planning and goal-setting occur in Docket No. 07S-521E (as would be the case, for example, if Public Service obtains an incentive plan), then such planning and goal-setting must factor in the impact of third-party demand response aggregation [note 1] which would be operating in the market simultaneously with, but independently of, Public Service's interruptible service program.  Based on the information now available, our preliminary expectation is that, for 2009 and later years, there will be an increase in the total interruptible service goals and that the increase will be in addition to the planned goals for ISOC alone.  

Note 1 states:  "A third-party demand response aggregator is defined as any firm contracting with Public Service for providing service interruption programs Public Service can use to reduce peak load and address any system emergencies that may occur requiring additional resources."
  Id. at ¶¶ 71-72 (emphasis in original).
  

40. The ALJ is both bound by and mindful of the Commission findings and guidance in Decision No. C08-0369.  She understands the guidance to mean that, if there are two equally reasonable proposals and one provides a greater incentive to eligible entities to participate in the ISOC program and there are no identified countervailing considerations, preference should be given to the proposal that results in the greater incentive.  The ALJ considered the findings and the guidance in reaching her decision. 

41. The ALJ also understands the Commission guidance to require that attention be paid the impact of the ISOC program on nonparticipant ratepayers.  This is consistent § 40-3.2-104(4), C.R.S.  This guidance means that nonparticipant ratepayers must benefit from or, at a minimum, must not be harmed financially by the existence of the ISOC program.  There is no dispute about this principle, the principle is wholly consistent with the public interest, and the ALJ applies this principle in reaching the decision in this matter.  

C. The history and purpose of the ISOC program and the proposed changes.  

42. For resource planning purposes, interruptible load reduces the firm native load that Public Service must acquire resources to serve.  Thus, irrespective of the pre-interruption notice period, all interruptible load has value even if no interruptions are called.  In addition, load that is interruptible on less than 10-minute notice has value as operating reserve.  Finally, when the Company approaches its reserve margin, interruptible load is valuable because it can assist with system reliability.  PSCo has had an interruptible program of some description in effect for decades.  The ISOC program is an interruptible load program.  

43. Under the ISOC program, customers give Public Service the right to request that they interrupt (i.e., control) their electricity use (i.e., demand) on the Company system for a period of time; the right to interrupt is bounded by the terms and conditions stated in the tariff and stated in the ISO Agreement that each participant signs.  In exchange, each participant receives a monthly credit on its demand ($/kW) charges year-round; the monthly credit is calculated using the method described in the tariff.  Credits are paid to an ISOC customer based on its interruptible load, the maximum number of hours it chooses to be interrupted in the year (i.e., 40 hours, 80 hours, or 160 hours), and the customer's notification requirements (i.e., one-hour notice or 10-minute notice).  

44. The ISOC tariff is found at Sheets No. 90 through No. 90F of the Company's electric tariffs.
  The terms and conditions of the tariff and the method used to calculate the monthly credit paid to participants are based in a stipulation approved by the Commission in Decisions No. C05-0597 and No. C05-0412 in Docket No. 04S-164E.
  With the exception of changing the amount of Monthly Credit Rate on an annual basis, the terms and conditions of the ISOC tariff have not been modified since they became effective on June 1, 2005.  Unless discussed in this Decision, the existing tariff provisions will remain in effect.  

45. There are three types of interruptions within the ISOC program:  economic, capacity, and contingency.  These will not change, and no new types will be added.  

46. The Company may call an economic interruption whenever it believes that calling an interruption will lower its overall system costs compared to the overall system costs that would occur without the interruption.  Sheet No. 90D.  This type of interruption applies to customers that opt to receive one hour notice before an interruption (one-hour notice customers) and to customers that opt to receive less than 10-minute notice before an interruption (10-minute notice customers).  The minimum duration of an economic interruption is four hours.  A customer may buy-through (that is, not interrupt during) an economic interruption at a cost calculated pursuant to the tariff, plus three mils per kilowatt-hour (kWh).  Sheets No. 90D and No. 90E.  To allow customers time to inform PSCo if they wish to buy-through an economic interruption and to allow time for PSCo to make the necessary arrangements, both one-hour notice customers and 10-minute notice customers receive notice one hour prior to commencement of an economic interruption.  

47. The Company may call a capacity interruption whenever it believes that insufficient capacity or transmission capacity is available to serve firm load obligations other than obligations to make intra-day energy sales.  This type of interruption applies to one-hour notice customers and to 10-minute notice customers.  

48. The Company may call a contingency interruption whenever it believes that the interruption is necessary to permit it to meet its disturbance control standard criteria.  This type of interruption applies only to 10-minute notice customers.  

49. A customer must interrupt when requested to do so by the Company.  The customer is obligated to interrupt (that is, to reduce) its load to at least the level of its Firm Demand.  If a customer entirely fails to interrupt when requested to do so, fails to interrupt to at least the level of its Firm Demand, or fails to remain interrupted until notified by the Company that the interruption has ended, the customer is liable for penalties.  Sheets No. 90E and No. 90F specify the monetary penalty to be assessed for each failure to interrupt during an economic interruption.  Sheet No. 90F specifies the two penalties for failing to interrupt during a capacity interruption or a contingency interruption:  (a) there is a monetary penalty to be assessed for each failure to interrupt; and (b) in the event a customer fails to interrupt twice, the Company may cancel the ISO Agreement, in which event the customer is not eligible for the ISOC program for a minimum of one year.  

50. At present, the ISOC load is approximately 120 MW.  Of this load, about 107 MW are less than 10-minute notice.  Most of these 107 MW are CF&I load.  

51. Based on the evidence presented, the current ISOC program is cost-effective (that is, benefits outweigh costs), and non-participant ratepayers benefit from the program.  Hearing Exhibit No 12 at Attachment 1 is Public Service's Interruptible Service Option Credit Program Cost Benefit Analysis for calendar year 2006.  As shown in that analysis, in CY 2006, the Company called for more than 95 percent of the total available hours.  There were 26 interruptions:  23 economic interruptions, two capacity interruptions, and one contingency interruption.  Total capacity savings were approximately $12 million,
 total energy savings
 were approximately $310 thousand, for total savings of approximately $12.3 million.  Total credits paid to participants were approximately $8.7 million.  Subtracting the amount of the credits from the total savings shows a total program net benefit of approximately $3.6 million in CY 2006.  

52. In CY 2007, the Company used 95 percent of the total available interruptible hours in the ISOC program.  

53. All other things being equal, both current and prospective customers are more interested in an ISOC program with higher credits that they are in an ISOC program with lower credits.  The credits are a principal selling point of the ISOC program because they lower a participant's overall electric bill relative to what the bill would have been without the credit.  

54. In an attempt to determine what additional features or options (aside from higher credits) might make the ISOC program more attractive to customers, Public Service contracted with The Praxi Group to conduct market studies.  The Praxi Group based its studies on information gathered from large customers identified by Public Service.  The Praxi Group produced two studies:  (a) Concept Evaluation Focus Groups Among Large Business Customers, dated February 2, 2007 (Focus Group Study)
 and (b) Business Acceptance of an Energy Rate Savings Program, dated April 30, 2007 (Acceptability Study).
  

55. The Focus Group Study was based on two focus groups, each with seven to nine participants.  One group consisted of large commercial customers, and the other consisted of large industrial customers.  In general, the focus groups reacted favorably to reducing the eligibility standard from 500 kW to 300 kW; reacted favorably to longer periods between notice of an interruption and commencement of an interruption; reacted favorably to the idea of buying-through an interruption; were concerned about the payment (that is, credits) they would receive for participating in the program; reacted negatively to the concept that they would have no control over the timing, frequency, or duration of an interruption; reacted negatively to the idea that an interruption might last longer than four hours; were reluctant to permit Public Service to control the interruption directly (that is, control the interruption through a PSCo-owned switch controlled by PSCo); desired information about the penalties that might be imposed for failure to interrupt; and wanted sufficient information about their credits and the program costs to them to allow them to conduct in-depth benefit/cost analyses before deciding whether to participate.  

56. The Acceptability Study attempted to capture large customers' degree of interest in various program features or options and their preferred or required program features or options.  One hundred seventy-five businesses were recruited to participate, of which 64 completed the on-line survey.  The Acceptability Study was based on these 64 responses.  

57. The Acceptability Study identified the following as the top three modifications to the ISOC program that would enhance customer interest in the program:  (a) offering a buy-through option;
 (b) limiting the consecutive days or hours of control periods; and (c) management of the interruption through the customer's Energy Management System (EMS).  In addition, the respondents reacted favorably to the following three options:  PSCo sends signal to customer EMS that controls multiple facilities; PSCo guarantees an interruption of no more than four hours' duration with 20 hours in between interruptions; and PSCo allows reductions over multiple facilities to be aggregated to meet eligibility requirements.  

58. There is no disagreement that, as testified by PSCo witness Brockett, the  

attractiveness of an interruptible program depends primarily on two factors:  the financial savings the customer can realize [that is, the size of the credits for participation] and the extent to which the program limits the customer's inconvenience.  The challenge is to identify program options that limit customer inconvenience, but still provide enough value to attract interruptible load and [to] benefit firm customers.  

Hearing Exhibit No. 1 at 7:7-11.  To have a successful program, Public Service must consider and balance the tension between the customer's desire to obtain the maximum credits possible for the minimum inconvenience and disruption caused by an interruption and the Company's requirements and the cost to nonparticipating ratepayers.  

59. Taking the results of the two market studies together, considering its own requirements, and attempting to balance the tensions, Public Service developed the new options it proposes in this proceeding.  In addition, the Company had a new avoided cost analysis performed (Hearing Exhibits No. 3 and No. 4) and proposes to increase the credits based on that new analysis, as discussed below.  

60. If its proposed changes are made to the ISOC tariffs so that the ISOC program is more attractive to customers, Public Service estimates an ISOC-based 121 MW reduction in native load by 2020.  The Company estimates the 2008 ISOC load to be 122 MW and the 2015 ISOC load to be 236 MW, an increase of 114 MW in ISOC load.  Hearing Exhibit No. 22.
  As the Company expects to have 243 MW of ISOC load by 2020 (Hearing Exhibit No. 1 at 160), seven MW of ISOC load are to be acquired in 2016-2020.  

D. Proposal to maintain status quo.  

61. The Parties generally agree that the ISOC program is beneficial and should be continued.  All Parties but Ms. Glustrom urge the Commission to expand the program through adoption of some or all of PSCo suggested changes.  

62. Ms. Glustrom recommends that the Commission maintain the status quo (that is, reject the proposed tariffs and maintain the existing ISOC program).  She states that Public Service projects a small increase in ISOC-related load reduction relative to the sharp peak demand shown in Hearing Exhibit No. 26,
 states that the Company devotes significant resources to this program (as shown in the oral testimony of PSCo witness Davis), and questions whether the efforts might be spent to better advantage elsewhere.  Using the Company's approach in Docket No. 07A-469E and the capacity costs from the Company's rebuttal case in the instant proceeding, the one-hour notice ISOC resource is calculated to cost $575/MWh or $0.58/kilowatt-hour (kWh).
  Hearing Exhibit No. 32.  Given that the cost of the 10-minute notice ISOC resource is likely higher, Ms. Glustrom posits that ISOC is an expensive resource and points out that the anticipated benefits may not be realized.  Consequently, Ms. Glustrom argues that the Commission ought "to postpone any significant increase in ISOC payments until after [Public Service] and the Commission learn more about the potential of [third-party aggregators] to help manage demand during critical times."  Glustrom Statement of Position at 1-2.  She asserts that, after that information is available, "the Commission will be in a better position to decide what priority to put on the ISOC program and whether to approve an increase in the amount of the ISOC credits."  Id. at 2.  

63. If Ms. Glustrom's recommendation is adopted, the effect will be to retain the ISOC program in its current form (i.e., unchanged since 2005), including its current level of credits, pending completion of studies of and meetings with third-party aggregators.  

64. The question, then, is whether this approach is consistent with the Commission's guidance in this matter.  Complete answer to this question, and to Ms. Glustrom's proposal, is found in Decision No. C08-0369; and the answer is no.  

65. First, as discussed above, the Commission has found that significant expansion of the ISOC program is feasible.  Second, the Commission has strongly indicated that expansion of the ISOC program should occur sooner rather than later.  Third, the Commission has  

ordered [the Company] to conduct an optimization study.  The objective of this optimization study is to determine the optimal price point(s) or other incentives (or both) that Public Service must offer into the market in order significantly increase participation in the ISOC program.  Public Service is ordered to file with the Commission, on or before October 1, 2009, the results of this optimization study, including detail of the study methodology.  If Public Service determines, as a result of the optimization study, that changes should be made to the ISOC tariffs to optimize their effectiveness, then Public Service is ordered to file an Application seeking to change the ISOC tariffs to incorporate the changes that Public Services believes to be necessary.  

 
Pending the outcome of Docket No. 07S-521E and subsequent dockets, it is anticipated that Public Service will continue to offer an ISOC tariff during 2009 and 2010.  By October 1, 2009, Public Service will file a report with the Commission comparing the results of ISOC and third-party aggregated demand response program.  This report shall address such factors as: costs and benefits; operational efficiency and effectiveness; number of customers enrolled; and number of kW and kWh committed.  In addition, the aggregation firm(s) selected via the RFP [Request for Proposals discussed earlier in the Decision] shall provide to Public Service a separate report on the results of third-party aggregation, which report shall be provided to the Commission.  

 
Also by October 1, 2009, Public Service will make a filing containing a recommendation of which of these two demand response methods -- ISOC or third-party aggregation -- or a combination of both, should be continued in 2011, along with the rationale supporting such recommendation.  

 
The Commission expects that future ISOC dockets, starting no later than with filings corresponding to plans for 2011, will be expanded beyond ISOC to address demand response strategies and options more generally.  

Decision No. C08-0369 at ¶¶ 72-76.  

66. Ms. Glustrom is the only party to suggest that the status quo should be maintained.  Public Service, OCC, Staff, CF&I, and CEC each requests that the Commission enhance the program to encourage greater participation sooner rather than later.  

67. Adopting Ms. Glustrom's recommendation would have the effect of delaying consideration of enhancements to the ISOC program to an unspecified and, at present, unknowable point in the future.  Ms. Glustrom's arguments in support of such a delay are not persuasive, especially when considered in the context of the Commission's findings and expectations as stated in Decision No. C08-0369 and the General Assembly's direction to encourage and to expand (where feasible) demand-side management programs (including demand response and demand reduction programs such as ISOC) so long as the effect on the Company's net present value of revenue requirement is minimized.  Section 40-3.2-104(1), C.R.S.; § 40-3.2-104(4), C.R.S.   

68. Nothing in the record persuades the ALJ that the clearly articulated direction from the Commission should be modified.  In addition, nothing in the record persuades the ALJ that the public interest will be served by postponing a decision on enhancements to the ISOC program.  As a result, Ms. Glustrom's recommendation that the status quo be maintained will not be adopted.  

69. Having determined that consideration should be given to the changes proposed to be made to the ISOC program, those changes and the related issues are now addressed.  

E. Proposed changes to the ISOC tariff.  

70. The terms and conditions of the ISOC tariff as proposed by PSCo are found in Hearing Exhibit No. 6 at Exhibit TJS-5.
  The significant proposed changes to the tariff to which objection was made (and some others discussed for context), the Parties' positions, and the decision on each are set out below.  

1. Reduction of minimum load for eligibility  

71. At present, to qualify for the ISOC program a customer must have a Contract Interruptible Load (discussed below) of at least 500 kW at any one site.  In addition, the customer must have achieved an Interruptible Demand (discussed below) of at least 500 kW during each of the summer peak season months (i.e., June, July, August, and September) of the previous year.  Sheet No. 90.  

72. Public Service proposes to reduce this qualification for participation from 500 kW to 300 kW.  The reduction to 300 kW would apply to the Contract Interruptible Demand and the Interruptible Demand during the summer peak season months.  Exhibit TJS-5 at Sheet No. 90.  In addition, Public Service estimates that reducing the threshold could make up to 2700 MW (based on non-coincident demand) eligible for the program.  

73. No party opposes this reduction in the minimum load required for program eligibility.  This modification responds to the customer comments and requests in the Focus Group Study and the Acceptability Study and, if adopted, should make the ISOC program more attractive.  The record supports such a reduction.  The reduction to 300 kW is in the public interest and will be approved.  

2. Customer Energy Management System option  

74. At present, a 10-minute notice customer must give Public Service physical control of its interruptible load.  Sheet No. 90.  The Company exercises this control as follows:  (a) at the beginning of the interruption, PSCo sends a signal to the Remote Terminal Unit (RTU) located at the customer's meter; the RTU signals the PSCo-owned switch located at the customer's meter to interrupt (i.e., to stop) the flow of electricity to the customer at that meter; and (b) at the end of the interruption, PSCo sends a signal to the RTU to signal the PSCo-owned switch to allow the flow of electricity to the customer at the meter.  Under the present system, there is no ability to reduce only a portion of the demand; it is all or nothing.  To participate in the program at present, an entity must pay for a PSCo-owned switch engineered for the specific site at which it will be used; this is an upfront cost of $20,000 to $60,000 per site.
  

75. Exhibit TJS-5 at Sheets No. 90 and No. 90A continues the direct Company control of a customer's interruptible load through a PSCo-owned switch and offers a new option:  PSCo's physical control of the interruptible load through the customer's EMS.
  The EMS would replace the PSCo-owned switch and would be programmed automatically to reduce the customer's load to the required firm levels, based on predetermined settings.
  To use its EMS, a participant must produce an initial independent engineering assessment of the EMS and an updated assessment on an annual basis; the assessment must be acceptable to PSCo.
  

76. This concept responds to the customer comments and requests gleaned from the Focus Group Study and the Acceptability Study and, if adopted, should make the ISOC program more attractive.  The record supports the EMS option concept.  

77. No party opposes the concept of allowing customers to use their own EMS.  Whether to include this option in the tariff at present is an issue.  

78. In order to offer this option, Public Service will need to develop and to implement new automated systems to handle the additional ISOC service options and to accommodate the anticipated increase in the number of participants.
  These new systems will include, among other things, the ability of Public Service to provide several different types of notice to customers; the ability of customers to notify PSCo; and the ability of the Company to keep track of the number of hours called and the number of hours available from each participant (this includes knowing whether the remaining hours are one-hour notice or 10-minute notice).  The Company believes that an automated system is critical its system operators' making effective and efficient use of the interruptible resource.  In addition, the Company will not offer the EMS option until the new systems are operational and have been tested.  Exhibit TJS-5 at Sheet No. 90A.  

79. To develop the required automated systems, Public Service will issue a Request for Proposals (RFP) but will not issue the RFP until the conclusion of the instant proceeding because it will not know the features and options in the ISOC program until a Commission decision in this docket.  The Company does not know, and did not estimate, how long it would take to develop the necessary systems.  Following development and before full-scale operation, the systems must be tested.  PSCo does not know, and did not estimate, how long it would take to test the systems.  The Company has not yet done a study to determine the cost of developing, implementing, and testing the necessary automated system.  

80. To allow a customer to sign up for the 10-minute notice EMS option pending implementation of the automated systems, Public Service proposes to allow the customer to sign up for that option; to enroll the customer as a one-hour notice customer; and, if the customer wishes to do so, to move the customer to the EMS option immediately upon completion of the necessary testing.  By this process, the customer will be moved to the EMS option at the earliest possible time and will begin receiving the EMS-based credit for its interruptible load.  

81. While supportive of the EMS option, Staff opposes its inclusion in the ISOC tariff
 at this time because the EMS option cannot be offered until the automated systems are developed and because the costs are not known at present.
  Staff argues that upfront disclosure of all ISOC-related costs is necessary to permit a participant or a potential participant to conduct meaningful benefit/cost analysis of its participation in the ISOC program.  According to Staff, one cannot know the full costs until the systems are developed and implemented.
  In addition, Staff is concerned that having the EMS option in the tariff without its being available will be a disincentive to participation because it may confuse customers.  As a result, Staff recommends rejection of the EMS option at this time.  Staff offers to work with PSCo to develop a future filing to incorporate the EMS option in the tariff.  Staff opines that Public Service can market the EMS option (i.e., inform customers and explain option) even if the option is not in the tariff.  Staff believes that this will encourage participation when the EMS option is offered in the future.  

82. Staff's recommendation will not be adopted.  First, the EMS option should make the ISOC program more attractive.  Second, the tariff language on Exhibit TJS-5 at Sheet No. 90A is clear that service under the EMS option will not be available until the systems are developed and tested; this will minimize customer confusion.  Third, a customer can decide for itself whether it has sufficient cost information to do a meaningful benefit/cost analysis.  Fourth and finally, the Commission has indicated that the ISOC program should be expanded so long as there are no adverse consequences to nonparticipating ratepayers.  There is no evidence that offering the EMS option at this time will have an adverse impact on nonparticipating ratepayers.
  

83. The record supports including the proposed EMS option in the tariff, and Public Service has met its burden of proof to establish that the option is in the public interest.  The proposed EMS option language will be approved.  

3. Customer with no usage history and customer anticipating growth in load  

84. Under the existing tariff, Contract Interruptible Load (CIL) is calculated based on a customer's median load during the summer peak season of the previous year.  Sheet No. 90.  This method is satisfactory for current ISOC customers but not for customers that have no demand history with PSCo or that plan to increase their load.  Under the current tariff, such entities must wait until they have an actual median load during the summer peak season months before either participating in the ISOC program or designating the increased interruptible load.  

85. To address these situations, Public Service proposes new tariff provisions.  Exhibit TJS-5 at Sheet No. 90 contains the following language concerning new ISOC customers:  

if the customer is a new customer or did not take service from the Company during the previous year at the premises which the customer desires to include on the ISOC program, customer must demonstrate, to the Company's satisfaction, that it is likely to achieve an Interruptible Demand of at least 300 kW during each of the summer peak season months of the current year  

in order to be eligible for the program.  Exhibit TJS-5 at Sheet No. 90B contains the following language concerning existing ISOC customers that wish to increase their ISOC load:  if  

a customer anticipates that its Contract Interruptible Load during the current calendar year will exceed the prior calendar year's CIL by … [100 kW] or more, the customer may request that the Company determine its Contract Interruptible Load based on  

the customer's maximum kW integrated demand during the summer peak season months of the current year.  

86. The customer must obtain PSCo's agreement to participate under either of these provisions.  Under either of these new tariff provisions, the CIL is based on projected load in the current year.  Thus, there must be a mechanism to assure that the customer is paid the appropriate credit based on the achieved load.  Public Service proposes to use a true-up process:  "any increase in the credits owing or, in the case of a customer with no history, any credit owing under this tariff, will be paid retroactively, in November, after the Contract Interruptible Load calculation is completed.  Customers with no history will receive no credit until this time."  Exhibit TJS-5 at Sheet No. 90B.  

87. This language allows a new customer to be eligible for the ISOC program, and allows an existing customer to increase its ISOC load, sooner than does the current tariff.  In both cases, the change will increase the available interruptible load in the current year, but the credits will be paid only when satisfactory performance has been shown.  

88. No party opposes this proposed language, and the record supports the proposal.  The proposed language should make the ISOC program more attractive, is in the public interest, and will be approved.  

4. Opportunity for customer to join program through May of current year  

89. At present all new enrollments begin on January 1 of the next calendar year.  This is perceived as a disincentive to participation due to the potentially long wait between a customer's signing up to participate and commencement of its participation.  

90. To address this disincentive, Public Service proposes a new feature.  Exhibit TJS-5 at Sheet No. 90D contains the following new language:  

Customers may sign up to join this program for the next calendar year at any time and also may elect to join the program for the current calendar year in January through May.  

In addition, that Sheet sets out a process by which, under specified circumstances, the number of the customer's designated interruptible hours would be reduced if it chose to enter the program between January and May.  

91. A customer may join ISOC no later than May to participate in the current year so that Public Service will have that customer's interruptible load available during the summer peak season months.  A process for reducing the customer's Contract Interruptible Load, which is included in the tariff, is necessary for ease of administering the ISOC program and dispatching the ISOC load.  

92. No party opposes this proposed language, and the record supports the proposal.  The proposed language should make the program more attractive, is in the public interest, and will be approved.  

5. Customer waiver of four-hour minimum interruption option  

93. At present, every interruption is for a mandatory four hour minimum.  This limitation was included in the original ISOC tariff at the request of customers so that they would avoid multiple interruptions of short duration.  

94. Exhibit TJS-5 at Sheet No. 90H contains a new service option that would allow a customer to waive the four-hour minimum duration for an interruption.  This waiver applies to the customer's entire Contract Interruptible Load.  If a customer elects this option, then Public Service will determine the length of an interruption.  As shown in Exhibit TJS-5 at Sheet No. 90C, election of this option would result in a higher credit.  

95. Provision of this option is contingent on development and implementation of the new automated systems discussed above.  The waiver must apply to the customer's entire CIL for ease of administration of the ISOC program and for resource management and dispatch of the ISOC load.  This option, if implemented, will allow the Company to match interruption periods more precisely with periods of high cost or of low resource availability.  

96. The record supports the proposal.  The proposed language should make the ISOC program more attractive from the customers' perspective and more flexible from the Company's perspective, is in the public interest, and will be approved.  

6. Automatic waiver of four-hour minimum interruption  

97. Customers receiving service under the ISOC designate 40 hours, 80 hours, or 160 hours as the maximum number of hours they are willing to be interrupted during the course of a calendar year.  Public Service can call for interruptions longer than four hours' duration.  Thus, it may develop that a customer has fewer than four hours remaining in its available interruptible hours.  If a customer has not waived the four hour minimum interruption requirement, Public Service cannot call upon that customer's remaining interruptible hours.  

98. To address this situation and to assure that, when necessary, Public Service has the opportunity to use each ISOC customer's total annual hours of interruption, the Company proposes that the four hour minimum interruption requirement be waived for any customer that have fewer than four hours remaining in its annual interruptible hours.  Exhibit TJS-5 at Sheets No. 90F and No. 90H.  

99. No party opposes this proposed language, and the record supports it.  The proposed language should make the ISOC program more cost-effective for nonparticipant ratepayers as the Company will have the ability to get full value from the ISOC load.  In addition, it addresses Staff concern about PSCo's using the ISOC resource to the fullest extent reasonably possible.  The proposed change is in the public interest and will be approved.  

7. Customer limitation of interruption to four hours in 24 hours option (4-in-24 option)  

100. Exhibit TJS-5 at Sheet No. 90A contains a new service option that would allow an ISOC customer to limit a capacity interruption or a contingency interruption to four hours in any 24-hour period.
  This means that 20 hours must separate the end of an interruption from the beginning of another interruption.  As shown in Exhibit TJS-5 at Sheet No. 90C, election of this option would result in a lower credit.  

101. Provision of this option is contingent on development and implementation of the new automated systems discussed above.  This option responds to the customer comments and requests in the Focus Group Study and the Acceptability Study.  If adopted, the option should make the ISOC program more attractive.  

102. Staff opposes the 4-in-24 option because (a) it will limit the ability to call capacity and contingency interruptions as necessary both because new customers may select this option and because existing ISOC customers may migrate to this option; (b) it will reduce the value of the program because, should PSCo have to end a capacity interruption prematurely, the Company would be forced either to commence rolling black-outs or to import more expensive power; and (c) it runs contrary to the historical pattern of PSCo's calling capacity and contingency interruptions that last longer than four hours.  In Staff's opinion, this option reduces the overall value of the ISOC resource and should not be offered.  

103. In response, the Company agrees with Staff that the load under this option is less valuable because there is less flexibility.  PSCo points out that the reduced level of credit for this option reflects that lesser value.  In addition, Public Service argues that offering this option will increase the overall program participation to the benefit of all ratepayers.  Further, the Company states that, as to the concern that existing ISOC customers will migrate to the 4-in-24 option, (a) no research that supports this has been presented and (b) the lower credits paid to the 4-in-24 customers will serve as a disincentive for existing customers to migrate.  

104. The record supports the proposal.  The arguments presented by Public Service are persuasive.  The arguments of Staff are unsupported; and they are unpersuasive, particularly when balanced against the potential to increase participation in the ISOC program.  In addition, the system operators will be aware that the characteristics of the ISOC load under this option should be taken into consideration as they dispatch the 4-in-24 ISOC resource; this should alleviate Staff's concern to some degree.  The proposed language should make the program more attractive, is in the public interest, and will be approved.  

8. Calculation of avoided costs  

105. At present, the estimated avoided costs per kW used to calculate the credits to ISOC participants are based on the method used in Docket No. 04S-164E (PSCo's last Phase II rate case).  That method is based on the premise that ISOC customers provide a demand-side capacity resource that is similar to a supply-side peaking resource.  The current method uses a generic Frame Combustion Turbine (Frame CT) as a proxy for the peaking unit generating technology that is avoided or delayed by the one-hour notice ISOC resource and multipliers to adjust those avoided costs as necessary.  The calculation of the monthly credit is shown on Sheet No. 90C.  

106. There is no dispute that the use of a CT as a proxy to determine avoided costs for ISOC is the appropriate approach.  In addition, in the main, the Parties accept the use of multipliers as appropriate.  

107. Based on the calculation of the estimated avoided costs done by PSCo witness Taylor,
 Public Service proposes new monthly credits for the various service options under the ISOC program.  Every proposed credit is higher than the current credit for the same ISOC service option.  

108. Simply stated, PSCo witness Taylor first calculated a foundation value that  

represents the equivalent value of an interruptible customer's load, assuming that there were no constraints on how often PSCo could interrupt the customer (i.e., assuming that PSCo could "dispatch" the interruptible customer just as often as it might dispatch a Frame CT).  The actual avoided cost depends on the constraints and imitations that PSCo must honor in interrupting the customer.  ...  In [the] simulation analysis that was based on PSCo's 2007-2011 system assumptions, a Frame CT was projected to run over 400 hours/year on average.  Thus, none of the categories of interruptible customers would give PSCo the full flexibility and number of dispatch hours that it would be likely to have or [to] use with a Frame CT.  Therefore, as was done by PSCo in its previous analysis, [PSCo witness Taylor] calculated a percentage multiplier that recognizes the reduced value (relative to a Frame CT) of the annual limitations for each category of ISOC load.  

Hearing Exhibit No. 3 at 8:8-23.
  

109. PSCo witness Taylor then determined the percentage multipliers for four scenarios:  (a) an unconstrained scenario (the only limit is the number of annual interruptible hours); (b) an unconstrained/four-hour minimum scenario (limit on the number of annual interruptible hours and each interruption must be at least four hours' duration); (c) a 4-in-24 scenario; and (d) a 4-in-24 with a four-hour minimum interruption.
  

110. The foundation value is multiplied by the percentage multipliers to calculate the avoided costs for the applicable category of ISOC customer.  

111. To calculate the avoided costs of a 10-minute notice customer, PSCo witness Taylor developed an additional multiplier that "represents the ratio of the levelized, interruptible-load-equivalent, net revenue requirements of a quick-start CT (i.e., one that can start up and attain full load in 10 minutes or less) to the revenue requirements of a Frame CT."  Hearing Exhibit No. 3 at 16:12-15.  Based on Public Service's planning assumptions,
 PSCo witness Taylor used PSCo's latest estimates for the cost of the LMS100 CT to derive the ISOC multiplier for 10-minute notice customers.  In his direct testimony, the multiplier was 202 percent; in his rebuttal testimony, the multiplier was 193 percent.
  This multiplier is applied to the foundation value.  

112. Finally, as discussed by PSCo witness Sheesley, Public Service used multipliers to reflect the reduced system losses at various subtransmission voltage levels (this is a benefit of ISOC load)
 and adders that recognize the system fuel savings afforded through the dispatch of interruptible load (this is a benefit of ISOC load).
  

113. The results of the described method are incorporated into the proposed ISOC tariff for calculation of the credits.  

a. Use of Frame CT and its generic costs in foundation value  

114. PSCo witness Taylor used a Frame CT to derive the foundation value and used the LMS100 CT to develop the 10-minute notice multiplier.  This approach follows the existing Commission-approved method and was chosen to keep the new method and the existing method consistent where feasible and appropriate to do so.  

115. Because approximately 90 percent of the interruptible load is 10-minute notice, Staff recommends that the avoided costs should be calculated based on the LMS100 and then adjusted to reflect the lower value of the one-hour notice ISOC load.  

116. PSCo responds that, whichever method is used to derive the foundation value, the results should be the same (that is, same estimated value for one-hour notice and the same estimated value for 10-minute notice).  In addition, because the LMS100 CT is a new technology, PSCo considers it prudent to base the foundation value on a Frame CT because it has known operational characteristics that are well-established and years of operating history.  

117. The PSCo method is preferable because it is consistent with the current method and is based on a known technology.  The Frame CT will be used in calculation of the foundation value.  

118. A related issue is the use of generic costs of a Frame CT rather than the specific costs of the CT in Docket No. 07A-469E (the Fort St. Vrain turbine proceeding).  At the hearing, PSCo witness Taylor explained that use of generic costs is the preferable approach because an analysis using generic costs is free from the possibly distorting effects that can arise from reliance on the costs of a specific CT in a specific location under specific circumstances.  In addition, he stated that the Fort St. Vrain costs probably do not reflect the likely higher costs of CTs in the future and that using those costs would understate the avoided costs.  For these reasons, among others, he used generic costs.  

119. The Public Service approach is supported by the evidence and is consistent with the current method.  It is the preferable approach and will be adopted for the calculation of avoided costs.  

b. Derivation of effective CT capacity  

120. A Frame CT's capacity is stated as it exists at International Standard Operating (ISO) ambient conditions (that is, 59 degrees F. at sea level).  Public Service is a summer-peaking system at elevation, and the difference between ISO ambient conditions and PSCo actual operating conditions must be recognized in the Company's system planning.  Consequently, for planning purposes, the Company estimates that a Frame CT will provide 128.9 MW of capacity at a summer temperature of 90 degrees F. at one mile elevation.  

121. In his avoided cost analysis, PSCo witness Taylor derived the foundation value using a Frame CT's summer capacity of 128.9 MW.  This is the value used by the Company in its resource planning to recognize the contribution a generic future Frame CT makes toward PSCo's reserve margin.  Because the reserve margin is based on the summer system peak, the Frame CT's capacity in winter was not considered.  

122. OCC witness Senger agrees with the general concept that PSCo witness Taylor is trying to achieve but suggests another calculation method.  He states that the Frame CT has value throughout the year and that, during eight non-summer months, the summer capacity rating does not reflect the value of the resource.  To reflect the year-round value, OCC witness Senger recommends using the seasonal ratios (i.e., 115 percent in peak summer months and 92.5 percent in each of the other months) proposed by PSCo witness Sheesley.  Application of those seasonal ratios results in derating the Frame CT capacity to 141.4 MW, which is 12.5 MW higher than the summer capacity rating used in PSCo's avoided cost analysis.  Adoption of OCC's recommendation would reduce the foundation value and, thus, the credits.
  

123. Staff witness Shiao also recommends that the avoided cost analysis recognize the seasonal differences in the CT's capacity rating.  He recommends the use of the ISO-adjusted seasonally differentiated capacity ratings and that there be separate and specific calculations done for the Frame CT (to determine the avoided costs for one-hour notice load) and for the LMS100 CT (to determine the avoided costs for 10-minute notice load).  If Staff's recommendation is accepted, the Notice Factor multiplier and the seasonal ratio multipliers will not be necessary because the avoided cost will have been based on the CT with the operating characteristics that match the ISOC load for which the CT is a proxy.  

124. CEC witness Iverson generally agrees with PSCo's approach and recommends its use.  She notes that adopting the year-round calculation proposed by OCC and Staff results in a lower credit and, thus, makes the ISOC program less attractive to potential participants.  

125. The ALJ is persuaded by the Company's arguments.  Given the purpose of the foundation value (i.e., represent the unrestricted avoided costs of a Frame CT), it is appropriate to use PSCo's planning values to calculate that value.  In addition, since both one-hour notice load and 10-minute load are used for planning, it makes sense to use the same foundation value for the entire ISOC load and then to account for any additional value of the 10-minute notice load by means of a multiplier.  This is the current method and has worked satisfactorily.  Further, both the OCC recommendation and the Staff recommendation would result in lower avoided costs and, thus, lower credits compared to those calculated using PSCo's method.  This result would make the ISOC program less, not more, attractive to potential participants and would be inconsistent with the Commission's guidance.  The Company's method will be used.  

c. Carrying charges (fixed rate charge)  

126. The total cost of the Frame CT must be multiplied by a carrying charge to determine an annual cost on a $/kW-year basis.  There are three methods one can use to calculate carrying charges:  real levelized carrying cost (RLCC), which escalates over time; nominally levelized carrying cost (NLCC), which remains constant over time; and traditional revenue requirement, which declines over time.  The method chosen affects the avoided costs calculation.  

127. In his avoided cost analysis and calculation in his direct testimony, PSCo witness Taylor used the levelized carrying charge approach (that is, he applied an annual escalation rate of 0 percent).  He selected this approach because it is simple, because it is the method now used to calculate the ISOC avoided costs, and because it is a commonly used method.  He observed that it is an acceptable method to use to "approximate the costs experienced by utility customers in a hybrid market where there is a mix of rate-based utility projects and contracted power purchases from independent power producers."  Hearing Exhibit No. 4 at 24:17-20.  Public Service is such a hybrid market.  Use of the levelized carrying charge yields a levelized annual revenue requirement that "approximates the annual levelized cost to the utility's customers if PSCo were to construct a Frame CT and [to] ratebase its investment."  Hearing Exhibit No. 3 at 5:6-8.  The levelized carrying charge approach resulted in a fixed charge rate of 14.89 percent, which PSCo witness Taylor used to calculate the foundation value.  

128. Although the use of a levelized carrying charge to calculate the foundation value results in a lower credit than does the use of traditional revenue requirement, CEC witness Iverson agrees with PSCo witness Taylor that the use of a levelized carrying charge is reasonable in the context of determining interruptible credits.  She then points out that using the levelized approach "actually understates the costs ratepayers would be expected to pick up in the first several years if PSCo were to ratebase the Frame CT."  Hearing Exhibit No. 8 at 10:14-16 (emphasis in original).  She observes that a traditional revenue requirement carrying charge would be high in the early years (because the asset would be undepreciated) and would decline over time.
  

129. OCC witness Senger proposes the use of an escalating carrying charge because, in his opinion, the method selected for determination of the carrying charge depends on the situation.  Based on the history of the ISOC program, he expects the interruptible credits to be reset within three years.  Thus, he finds it inappropriate to use a carrying charge that assumes the status quo for 30 years, which is the premise of the levelized carrying charge.  OCC witness Senger recommends the use of RLCC consistent with the length of time that the payments will be fixed.  He calculated a RLCC based on PSCo witness Taylor's assumptions
 and, to make the RLCC consistent with an assumed three-year rate cycle, used the average of the first three years (the period during which he believes the ISOC rates will be in effect).  OCC witness Senger's escalating carrying charge method resulted in a proposed fixed charge rate of 12.06 percent.  

130. Staff supports OCC's proposal.  

131. In his rebuttal testimony, PSCo witness Taylor indicates his preference for using  

the escalating charge, as long as it is implemented based on reasonable assumptions -- and that is where the complexities and inevitable disagreements can make implementing an escalating charge rate more trouble than it is worth.  

Hearing Exhibit No. 4 at 25:8-11 (emphasis supplied).  He then states the assumptions that he found to be reasonable, including averaging the first five years of revenue requirement in calculating the rate (as opposed to OCC witness Senger's three years).  PSCo witness Taylor's escalating carrying charge method results in a proposed fixed charge rate of 12.06 percent, which is a reduction from the original charge rate.  When used in the avoided cost analysis, the new fixed charge rate reduces the foundation value.  

132. In his rebuttal testimony, PSCo witness Taylor makes another adjustment in the avoided costs calculation:  he escalates or updates the CT construction costs to 2008$.  The Frame CT costs were stated in 2005$ in the original analysis, and the escalation to 2008$ results in higher costs.  When used in the avoided costs calculation, the change in the Frame CT construction costs increases the foundation value.  

133. Hearing Exhibit No. 4 at AST-5 shows the calculation of the foundation value (that is, the base avoided costs) after the carrying charges and the updated construction costs are changed.  

134. In his rebuttal testimony, PSCo witness Taylor also updates the LMS100 CT construction costs to 2008$.  The LMS100 CT construction costs were stated in 2007$ in the original analysis, and the escalation to 2008$ results in an increase in those costs (although an increase relatively smaller than the increase for the Frame CT).  Hearing Exhibit No. 4 at AST-7 shows the calculation of the 10-minute notice multiplier after the carrying charges and the updated construction costs are changed.  The new calculation reduces the multiplier from 202 percent to 193 percent.  

135. CEC opposes the use of the Real Levelized Carrying Charge proposed by OCC and adopted by PSCo.  It cites three concerns with use of RLCC:  (a) there is no guarantee that the ISOC rates will be reset in three or five years; and, without the presumed resetting, ISOC customers will be systematically underpaid; (b) the assumption in the use of RLCC is that the value of the avoided resource (i.e., the CT) will remain capped at its net present value over the 30-year life, and this is an unreasonable assumption; and (c) the use of the levelized carrying charge more closely approximates the traditional revenue requirement.  

136. The ALJ finds the levelized carrying charge to be the preferable approach.  It is a simple approach and is the one now used in the calculation of avoided costs for the ISOC credit.  Although the RLCC concept is interesting, the choice of the relevant period over which the payments will be made is problematic.  Neither OCC nor PSCo provided a persuasive argument in support of its choice as to the number of years; each.  The ALJ is persuaded by the arguments offered by Public Service in support of its direct case and finds that the disagreements and complexities of implementing an escalating charge rate are, in this case, more trouble than the escalating carrying charge is worth.  The levelized carrying charge will be used to calculate the avoided costs.  

d. Contract Interruptible Load, Interruptible Demand, and integration period  

137. The value of the entire ISOC resource (both 10-minute notice and one-hour notice) is that it reduces the peak demand (and the associated reserve margin) for which PSCo must plan.  This is the planning reserves benefit of the ISOC resource.  In addition, the value of the 10-minute notice ISOC resource is that it provides an operating (non-spinning) reserves benefit because it can be interrupted quickly.  Public Service can count as operating reserves only the load that is on its system at the time the load is needed as operating reserves.  

138. Credits are calculated by multiplying the customer's Contract Interruptible Load (CIL) for a year or actual Interruptible Demand for a month, whichever is less, by the Monthly Credit Rate.  The Monthly Credit Rate (MCR) is seasonally adjusted.  

139. At present, Sheet No. 90 defines the CIL as  

the median of the customer's maximum daily 15 minute integrated kW demands occurring between the hours of 12:00 noon and 8:00 p.m., Monday through Friday, excluding federal holidays, during the period June 1 through September 30 of the prior year.  

Sheet No. 90A defines monthly Interruptible Demand as  

the maximum [15] minute integrated kilowatt demand used during the month, less the Contract Firm Demand, if any, but not less than zero.  Interruptible Demand is measured between the hours of 12:00 noon and 8:00 p.m. Monday through Friday, excluding federal holidays.  

Sheet No. 90A defines Contract Firm Demand as the "portion of the customer's total load that is not subject to interruption" by Public Service.  Contract Firm Demand is specified in the ISO Agreement.  

140. Change in integration period.  Exhibit TJS-5 at Sheets No. 90A and No. 90B changes the integration period for both the CIL and the monthly Interruptible Demand from 15 minutes to one hour.  Public Service proposes this change to bring the integration period into alignment with the period (i.e., one hour) used in its resource planning assumptions.  Due to the variability in loads over the course of an hour, the demand over the one-hour integration period will never be greater than, and will most likely be less than, the demand over a single 15-minute period.  Thus, the effect of this change is to reduce the credit for most customers, although PSCo has not calculated the precise impact of this change on the amount of the credit.  

141. CEC and CF&I oppose the increase in the integration period from 15 minutes to one hour.  First, they argue that there will be customer confusion -- and, thus, likely resistance to the program -- caused by "the difference between billing an ISOC customer's maximum demand for a month on a 15-minute basis at the normal TG, PG, or SG demand rate, and then figuring the ISOC credit on the lesser demand calculated on a one-hour basis."  CEC and CF&I Joint Statement of Position at 8.  Second, they note that Public Service has not analyzed the impact that this change will have on customers' willingness to accept or to remain in the ISOC program.  They urge the Commission to maintain the current 15-minute integration period until the impact of the proposed change to one-hour is better understood.  

142. Public Service has provided a persuasive reason for changing the integration period.  Matching the ISOC integration period to the Company's planning assumptions is appropriate because it treats the ISOC resource as other resources are treated.  Although the longer integration period will reduce the credits, the countervailing planning consideration outweighs the possibility that the reduced credit may make the ISOC program less attractive.  The CEC and CF&I arguments are not persuasive and are, as to the issue of possible customer confusion, highly speculative.  The ALJ finds no convincing reason to delay implementation of the new integration period.  

143. The proposed tariff language is supported by the record, is in the public interest, and will be approved.  

144. Definition (measurement) of Contract Interruptible Demand and Interruptible Demand.  The Interruptible Demand is the component that is most directly influenced by the load curve of the individual ISOC participant.  The present monthly credit  

looks only to the maximum 15-minute point in each peak hour to determine the actual Interruptible Demand.  By setting the Interruptible Demand in this manner, the ISOC program[,] from a demand response perspective, values program participants with flat [load curves] and [participants with] fluctuating load curves equally even though a program participant with a flat load curve is much more valuable to the ISOC program.  

Hearing Exhibit No. 15 at 17:5-9.  Staff sees the proposed change to an integration period as a modest improvement over the existing tariff.  

145. Staff believes that the 15-minute demand meters are insufficiently sensitive to capture accurately the load variation for a customer that has a low load factor and large demand swings.  This is an issue because, if one uses incorrect demand information, one cannot derive an Interruptible Demand that reasonably represents the customer's actual loads.  For such a customer, the Interruptible Demand component of the credit is likely to be higher than the actual demand that Public Service can rely on in the event an interruption is called.  In that case, the ISOC customer could receive credits that exceed the value of the customer to the ISOC program.  To address this issue,  

Staff recommends deriving actual Interruptible Demand on the basis of the average kW for the billing month, which average kW is the total energy consumed in the month divided by the total number of hours in the month.  

Hearing Exhibit No. 15 at 19:12-14 (emphasis in original).  In its Statement of Position at 9, Staff made it clear that this recommendation applies only to 10-minute notice customers.  

146. OCC recommends that the measurement of Interruptible Demand for the 10-minute notice customer be changed from the maximum of the monthly on-peak demand to an average.  In addition, it recommends the exclusion of days on which an interruption is called.  In the opinion of OCC witness Senger, the current definition of Interruptible Demand results in a mismatch between the interruptible load that is being paid for and the amount of interruptible load that can be claimed as operating reserves.  He finds that this results in an overstatement of the amount of operating reserves that PSCo can claim.  To reflect actual operating conditions, he states that the interruptible load must be derated, just as the Frame CT capacity is derated to reflect its summer capacity.  The suggested change in the definition of Interruptible Demand is designed to achieve that goal.  

147. Public Service agrees with the recommendation to use an average for the 10-minute notice customers.  Public Service proposes that there be two methods to measure Contract Interruptible Demand and Interruptible Demand:  the current method would be used for one-hour notice customers (that is, the load used for planning reserves) and the average method would be used for the 10-minute notice customers (that is, the load used for operating reserves).  PSCo Statement of Position at 22-24.  

148. PSCo, Staff, and OCC agree to the use of an average for 10-minute notice customers.
  

149. CEC and CF&I oppose Staff's proposal to change the definition of Interruptible Demand.  Interruptible Demand reflects the actual load as metered each month and is based on the maximum demand used during the peak hours of the month, less any Contract Firm Demand.  They point out that Staff's proposal would use energy consumption levels during off-peak hours for the Monthly Credit and assert that use of off-peak information is not appropriate for measurement of the potential load available for interruption during on-peak hours.  In addition, they believe Staff's analysis to be incomplete.  CEC and CF&I assert that adoption of the Staff recommendation could significantly reduce the credits paid to current ISOC participants and could result in their deciding not to participate in the future.  It is not clear whether, or to what extent, the change in Staff's position addressed the CEC and CF&I concerns.  

150. For the reasons articulated by OCC and Staff, use of the average method is better suited than the current method to assure that credits are paid to 10-minute notice customers on the basis of the interruptible load that is likely to be available when an interruption is called.  The change in the measurement for 10-minute notice is supported by the record, is in the public interest, and will be approved.  Public Service will be ordered to file one or more tariff provisions, as necessary, to implement the use of an average method to measure Contract Interruptible Demand and Interruptible Demand for 10-minute notice customers.  

e. Notice Factor value  

151. The Notice Factor is the multiplier applied to the foundation value to account for the relative value of one-hour notice load and 10-minute notice load.  Because 10-minute notice load is more valuable (it serves as operating reserves) than one-hour notice load, there is a premium paid for 10-minute notice load.  In PSCo's direct case, the Notice Factor multiplier for 10-minute notice load was 202 percent; in PSCo's rebuttal case, the multiplier is 193 percent.  

152. Staff proposes eliminating this factor from the calculation of Monthly Credit Rate equation.  Staff witness Shiao recommends the use of the ISO-adjusted seasonally differentiated capacity ratings and that there be separate and specific calculations done for the Frame CT and for the LMS100 CT.  This eliminates, in his opinion, the need for a separate calculation of the Notice Factor.  Staff's recommendation with respect to the Notice Factor is premised on the acceptance of its seasonal differentiation recommendation, which (a discussed above) has not been accepted.  Therefore, the recommendation to eliminate the Notice Factor also will not be accepted.  The Notice Factor will not be eliminated.  

153. As a result of the decision to use a levelized carrying charge, the Notice Factor of 202 percent is the value to be used in the ISOC tariff.  

154. As a related matter, CEC asks for clarification of the language describing the 10-minute notice option.  

155. Western Electricity Coordinating Council (WECC) guidelines allow interruptible load to be considered non-spinning reserves.  Specifically, section 1) A.2 of the WECC Minimum Operating Reliability Criteria provides that non-spinning reserves requirements can be met by load that can be interrupted within 10 minutes of notice.  The Public Service definition of the 10-minute notice customer states that the customer must be able to curtail its load in less than 10 minutes from notification.  Exhibit No. TJS-5 at Sheet No. 90C.  

156. CEC witness Iverson states that 10-minute notice customers need sufficient time to shut down their operations in a controlled manner.  If the 10-minute notice requirement were to be interpreted to mean that Public Service can give notice at any time up to 10 minutes before the commencement of an interruption, then a situation could develop in which a 10-minute notice customer has insufficient time to reduce its load in an orderly fashion.  To avoid this situation, CEC recommends making it clear that the tariff means within 10 minutes of notification, which is consistent with the WECC criterion.  

157. The record supports making the tariff language consistent with the WECC criterion, and no party opposed the request.  The requested clarification should make the program more attractive because it will increase customer understanding of the program and how it operates.  The clarification is in the public interest and will be adopted.  Public Service will be ordered to file one or more tariff provisions, as necessary, to make it clear that the 10-minute notice customer must be capable of reducing, and prepared to reduce, load within 10 minutes of notification of an interruption.  
f. Capacity Availability factor value  

158. This is one of the multipliers applied to the foundation value.  

159. The PSCo avoided cost analysis included a new approach to developing the capacity availability factors for each ISOC customer category:  development of "a $/MWh value to each hour of the year that a peaking-type resource (i.e., a generic CT or ISOC load) was likely to be called on by PSCo."  Hearing Exhibit No. 4 at 7:17-19.  PSCo witness Taylor first developed estimates of what the owner of a peaking CT would need to earn each hour to make the owner financially whole (using EIA data and PSCo's regulated rates of return).  Then, because it is his opinion that the prevailing prices for spot energy do not represent the full value of peaking resources, he developed a hypothetical set of hourly energy margins that included the full annual cost of a CT.  Finally, he distributed the hourly values as described in id. at 9:21-10:15.  

160. Staff recommends that the Commission reject the Capacity Availability Factors developed as multipliers applicable to each ISOC service category and shown on Exhibit TJS-5 at Sheets No. 90B and No. 90C.  Staff recommends rejection of PSCo's proposal because the Company relied on a system simulation model that does not reflect the ISOC program realities.  The Company has interrupted customers throughout the year and during hours that are not high system load hours.  Staff states that the distribution of hourly avoided costs developed by PSCo witness Taylor does not accurately reflect how PSCo uses the ISOC resource because that distribution, which is driven by the loss of load probability (LOLP) hourly values, is too oriented toward the high-cost hours.  Staff recommends that marginal costs not be used to determine the capacity availability factor.  

161. Staff did not develop a method to recommend to the Commission.  Based on its concern that Public Service uses marginal cost when Staff sees no historical correlation between interruptions and marginal costs (and, thus, no correlation to actual system operations), Staff recommends that the Company  

continue to use the capacity availability and factors set forth in the existing Schedule ISOC tariff as the best available derivation of the appropriate capacity availability factors.  Staff recognizes that Public Service would want to update these factors from time to time to reflect the actual power systems operations and would likely recognize the need for such updates.  

Hearing Exhibit No. 15 at 14:6-11.  

162. Public Service responds by observing that the LOLP portion of the analysis is basically the same method as that used by PSCo at present.  In addition, PSCo states that, because the current method does not map avoided costs to specific hours (that is, does not yield hourly avoided costs), the method does not lend itself to calculation of the avoided costs attributable to the new ISOC service options with the specific chronological constraints (e.g., the 4-in-24 option).  

163. In addition, Public Service argues that use of its proposed method is more appropriate than continued use of the existing method because the current method blends LOLP results with a call-option valuation in an arbitrary fashion.
  By agreement of the parties in Docket No. 04S-164E, the LOLP percentages are blended with the call option results on a 50 percent/50 percent basis for the one-hour notice multipliers and on a 75 percent/25 percent basis for the 10-minute notice multipliers.  The fact that the resulting option premium increased in a linear fashion from the 40-hour limit to the 200-hour limit calls, in PSCo's opinion, calls into question the validity of the existing method.  In addition, there is no indication that the call-option model has been calibrated to, or validated with, actual data from the Colorado electric market.  Finally, the Company observes that the call-option model is based on 2004-vintage information that is quite dated.  

164. Insofar as Staff bases its recommendation on perceived flaws in the new analysis, Public Service responds that the perceived flaws are grounded in miscommunication and confusion caused by a slight change (approximately one MW) in the equivalent CT capacity.  

165. In response to Staff's concern about mixing historical and forecasted data, PSCo asserts that the data were used appropriately.  To calculate the ISOC hourly avoided costs, PSCo witness Taylor used PSCo planning assumptions
 about the future operation of the system because the avoided costs estimated for the ISOC resource would be used to determine customer credits in future years.  Thus, it made sense to him to estimate the avoided costs that would be avoided in the future because using historical costs would not reflect the future costs that the Company could avoid by using the ISOC resource.  He averaged the estimated costs for 2007-2011 to smooth the data to prevent one (potentially aberrant) year from inordinately impacting the results.  

166. PSCo witness Taylor used five years (2002-2006) of PSCo's actual historical load patterns to map to the appropriate hours the hourly avoided costs used in the prospective analysis.  He did this to pattern the avoided costs to reflect the real-life variability that occurred in the past and, he felt, is likely to occur in the future; and he used five years of data to avoid having one (potentially aberrant) year distort the analysis.  For each of the five years, he  

analyzed how the interruptions of customers on the various ISOC service options might be sequenced to maximize the value of that year's interruptions, subject to the constraints associated with each option.  This maximum value was compared to the total value of a CT to derive a percentage for that year.  The analysis was repeated for each of the five years, after which [he] averaged the five percentage results to determine the Capacity Availability Factor applicable to each service option.  

Hearing Exhibit No. 4 at 21:10-16.  Using this process, PSCo witness Taylor was able to develop a sequence or chronology of avoided costs patterned on PSCo's historical leads.  This permitted him to develop an understanding of how the constraints in various service options would affect the value of the interruptible load (that is, the avoided costs).  The Capacity Availability factors were the result of this method and analysis.  

167. The record establishes that the method used to develop the Public Service-proposed Capacity Availability factors is reasonable and acceptable.  Staff's recommendation to maintain the current Capacity Availability and factors is not supported by the record, as discussed above.  The Capacity Availability factors shown on Exhibit TJS-5 at Sheets No. 90B and No. 90C are just, reasonable, and in the public interest.  

g. Seasonal ratios  

168. The MCR is seasonally adjusted.  The intent is to provide a rate that is higher in the peak summer months, is lower in the winter months, and provides the full credit over the year.  The seasonal rates are intended to mimic the relationship between the seasonal firm demand charges.  The seasonal rates are also intended to provide the same amount of credit over the course of the year as would be provided by a non-seasonally differentiated rate (i.e., average monthly rate).  

169. Staff proposes eliminating these seasonal ratios from the Monthly Credit Rate equation.  Staff witness Shiao recommends the use of the ISO-adjusted seasonally differentiated capacity ratings and that there be separate and specific calculations done for the Frame CT and for the LMS100 CT.  This eliminates, in his opinion, the need for a separate calculation of the seasonal ratios.  Staff's recommendation with respect to the seasonal ratios is premised on the acceptance of its seasonal differentiation recommendation.  As discussed above, that recommendation is not accepted.  Therefore, the recommendation to eliminate the seasonal ratios also will not be accepted.  The seasonal ratio will not be eliminated.  

170. At present, the ISOC seasonal ratios are 130 percent for summer and 85 percent for winter.  Sheet No. 90C.  These are based on the demand rate differentials proposed by Public Service in its most recent Phase II rate case (Docket No. 04S-164E).  The demand differential rates approved in that proceeding were lower than PSCo's proposed rates.  Because both the seasonal demand charges and the seasonal ISOC are intended to reflect seasonal differences in system costs, Public Service proposes to change the seasonal ratios to 115 percent for summer and 92.5 percent for winter.  According the Company, this will align the ISOC credits with system costs.  

171. CEC and CF&I support the proposed seasonal ratios of 115 percent for summer and 95.5 percent for winter.  They believe that these ratios better match the value of the bill credits with the value of the costs avoided by season.  

172. The record supports this change.  Use of the PSCo-proposed summer and winter seasonal ratios is just, reasonable, and in the public interest.  

h. Avoided Energy rate  

173. The current ISOC avoided cost analysis uses an average load factor of 50 percent.  This load factor is based on the Docket No. 04S-164E method.  

174. Staff is concerned that the load factor of 50 percent used "to convert the avoided energy cost in $/kWh into capacity cost in $/kW is unreasonably high for a CT."  Hearing Exhibit No. 15 at 14:16-17.  After analyzing three years (2005-2007) of data on the monthly generation of CTs either owned by PSCo or under contract with PSCo, Staff concludes that the historical load factors are better inputs into the avoided energy rate component of the credit equation and, thus, should be used.  Staff recommends a load factor of five percent for 10-minute notice customers and a load factor of 15 percent for the one-hour notice customers.  

175. Public Service asserts that Staff's recommendation is inappropriate.  First, the Company points out that the 50 percent load factor used to calculate the avoided energy credit is based on the load factor of the average ISOC customer as found by PSCo in its last Phase II rate case (Docket No. 04S-164E) and not on the load factor of a CT.  The load factor shows the energy that the ISOC customer does not consume.  Second, the Company points out that the Avoided Energy credit is applied only to the 40, 80, or 160 hours for which an ISOC customer has signed up whereas Staff's recommendation would apply to all hours of the year.  

176. The 50 percent load factor will be retained.  Public Service has explained the derivation of the load factor.  In addition, the record establishes that continued use of the 50 percent load factor is appropriate.  Continued use of the 50 percent load factor, as described by Public Service, is just and reasonable.  

i. Comparisons of avoided cost and credits  

177. Hearing Exhibit No. 1 at SBB-2 and Hearing Exhibit No. 18 show the PSCo-proposed credits (based on the Company's direct case) for transmission voltage level customers, primary voltage level customers, and secondary voltage level customers.  Hearing Exhibit No. 2 at SBB-4 and Hearing Exhibit No. 19 show the PSCo-proposed credits (based on the Company's rebuttal case) for transmission voltage level customers, primary voltage level customers, and secondary voltage level customers.  By comparing the credit values shown in the direct case exhibits to the values shown in the rebuttal case exhibits, one can determine the impact of PSCo's changes in the calculation of the avoided costs between the direct case and the rebuttal case.  Note that all of the credits shown on these exhibits are average monthly per kW values and that the seasonal differentials are not shown.  

178. OCC and Staff each recommended changes to the avoided cost calculation; adoption of those changes would reduce the monthly credit rates.  PSCo changed the calculation of avoided costs in its rebuttal case, with the result that the credits changed.  To address the impact of the rebuttal case and to have a point of comparison, the ALJ requested that OCC and Staff each prepare exhibit(s), using PSCo's rebuttal case, that (a) show both the avoided costs calculation using their recommendations and the calculation of the resulting credits and (b) show similar information for PSCo.  

179. For OCC, the comparison of PSCo's direct case with OCC's recommended changes is found in Hearing Exhibit No. 14 at DJS-7.  The comparison of PSCo's rebuttal case with OCC's recommendations is found in Hearing Exhibit No. 42.  

180. For Staff, the comparison of PSCo's direct case with Staff's recommended changes on the calculation of avoided costs is found in Hearing Exhibit No. 15 at LYS-1.  The comparable exhibit using PSCo's rebuttal case is Hearing Exhibit No. 43.  The comparison of PSCo's proposed credits in its direct case with Staff's proposed credits is found in Hearing Exhibit No. 15 at LYS-5.  The comparable exhibit using PSCo's rebuttal case is Hearing Exhibit No. 44.  

9. Credit Adjustment Factor  

181. At present, the credit paid to ISOC customers is 100 percent of the calculated avoided cost.  As discussed above, the current ISOC program has been shown to be cost effective from the perspective of nonparticipating ratepayers.  Hearing Exhibit No 12 at Attachment 1.  

182. Avoided costs cannot be estimated with absolute certainty.  PSCo wishes to assure that nonparticipating ratepayers will benefit even if the estimated avoided costs are not realized.  In addition, the Company estimates that, depending on the selected service option, the percentage of the full ISOC credit attributable to energy savings falls within a range of 4.5 percent to 0.6 percent.  Hearing Exhibit No. 1 at SBB-1.  Public Service desires to assure that nonparticipating ratepayers will benefit even in the absence of energy savings.  Finally, the Company views ISOC customers as voluntarily selling a generation capacity substitute to PSCo.  As with the acquisition of other capacity, Public Service seeks to minimize the costs of the ISOC resource being acquired.  To accomplish these goals,
 Public Service proposes a 20 percent reduction of the credit for each service option (that is, the ISOC option-appropriate multipliers and adders are applied to the foundation value as discussed above; and the resulting value then is multiplied by 0.80 to calculate the credit for each service option).  

183. The OCC supports the Credit Adjustment Factor of 80 percent as proposed.  It argues that there are undifferentiated administrative and marketing costs for the ISOC program that are, or will be, in general rates.  If the ISOC participants receive 100 percent of the avoided costs through the credits, then nonparticipants will be financially harmed.  In addition, it observes that there is a great deal of uncertainty as to what the true avoided costs may be.  In light of this uncertainty, it is better to hold something in reserve to assure that nonparticipants are not financially harmed.  

184. Staff supports the Credit Adjustment Factor as "a reasonable downward adjustment to the monthly credit rate that greatly increases the likelihood that the ISOC program's credit rates are just, reasonable and in the public interest."  Staff Statement of Position at 8.  Staff notes that, "even accounting for [the Credit Adjustment Factor's] effects, all parties['] proposed monthly credit rates are increases over the existing monthly credit rates."  Id.  

185. CEC and CF&I oppose the credit adjustment factor and strongly recommend continuation of the current practice of paying 100 percent of the avoided costs to the ISOC participants.  CEC and CF&I point out that nonparticipant ratepayers are benefitted under the current program.  In addition, CEC witness Iverson states that nonparticipants are benefited under the PSCo-proposed method for calculation of avoided costs because that method results in an understated foundation value (see, e.g., discussion above regarding the carrying charge).  She states that, when it is interrupted, an ISOC customer experiences disruption and incurs expenses.  Thus, to encourage continued participation and to entice additional customers to participate, the credits must be as generous as possible.  Finally, CEC and CF&I state that adoption of the proposed Credit Adjustment Factor would make the ISOC program less attractive and, thus, would run counter to the Commission' direction to find or to develop cost-effective incentives to encourage participation.  

186. In response to CEC witness Iverson's recommendation that the ISOC customers receive 100% of the avoided cost through the credits, Public Service argues that avoided costs should be the ceiling, not the floor, and that adopting her proposal would make the avoided costs both the floor and the ceiling.  

187. The calculated avoided cost in this proceeding is higher than the calculation of avoided cost used to determine the current credits.  As a result, all proposed credits are higher than existing credits for the same service options.  There appears to be, therefore, little harm to ISOC customers or the ISOC program if the credits are reduced below 100 percent of avoided cost in order to assure that nonparticipant ratepayers are not financially harmed.  In addition, the Commission will examine the ISOC program in 2009 when Public Service files the report ordered in Decision No. C08-0369.  Thus, even if reduction of the credits should reduce interest in the ISOC program (which it should not given the increase in the amount of the credits), that adverse impact should be short-lived and can be brought to the Commission's attention and addressed in 2009.  

The arguments advanced by Public Service, OCC, and Staff are persuasive that some reduction is necessary to hold nonparticipant ratepayers harmless because (a) there are ISOC-related costs embedded in existing rates, as discussed by PSCo witness Davis in her oral 

188. testimony; and (b) there is uncertainty as to whether the avoided costs have been calculated correctly.  In addition, even if the avoided costs are estimated correctly, there can be a significant range of avoided cost values.  For example, the percentage of the full ISOC credit attributable to energy savings falls within a range of 0.6 percent to 4.5 percent.  This possibility must be considered and taken into consideration when determining whether nonparticipant ratepayers will be held harmless.  Finally, all proposed credits are higher than the present credits for the same ISOC options.  These points persuade the ALJ that a Credit Adjustment Factor is necessary.  

189. The next question is:  what should the Credit Adjustment Factor be?  Public Service, OCC, and Staff support an 80 percent factor.  CEC and CF&I support a 0 percent factor.  These proposed values bound the range of reasonableness.  

190. In determining the Credit Adjustment Factor, the ALJ must strike a balance between holding ratepayers harmless, keeping the ISOC program cost-effective, and adhering to the Commission's instruction to make the ISOC program as attractive as possible.  In addition, the ALJ must be mindful that there can be a range of avoided costs, even if those costs are calculated using the correct method.  Based on the record in this proceeding and given the range of reasonableness, the ALJ finds that a Credit Adjustment Factor of 8 percent satisfies all the requirements discussed above and is supported by the record.  

191. A Credit Adjustment Factor of eight percent is just, reasonable, and in the public interest.  Public Service will be ordered to file a tariff that has a Credit Adjustment Factor of eight percent.  

10. Customer Charge  

192. Public Service incurs program-related costs for operation and administration of the program and capital costs incurred for the entire group of ISOC customers.
  To recover these program-specific costs directly from the ISOC participants, the Company proposes a new customer charge.  

193. Exhibit TJS-5 at Sheet No. 90A contains the Company's original proposal, which was modified in its Statement of Position.  The proposed customer charge language, as modified, now reads:  

Each ISOC Customer will pay a monthly customer charge that will recover the direct costs associated with ISOC program implementation and administration that are not directly attributable to any single participant, including both operations and maintenance expense and the ongoing ownership costs associated with any capital investments made to implement the program.  

PSCo Statement of Position at 26.
  

194. CEC and CF&I oppose this proposal.  They point out that Public Service has not thought through the proposal beyond the proffered generic descriptions and that the proposal lacks "details of the specific costs that are contemplated or the amounts or form of the charge [were] presented or available."  CEC and CF&I Joint Statement of Position at 9.  They also assert that the creation of this new charge may lessen the appeal of the ISOC program and, thus, is contrary to the Commission guidance and direction to seek ways to increase participation.  

195. Staff opposes the customer charge at this time because it does not believe the concept has been sufficiently developed.  

196. The record in this matter establishes that there are now, and will be in the future, costs that are incurred on behalf of the ISOC customers as a group and that are directly assignable to that group.  The ISOC customers should be required to pay those costs, and the customer charge is an appropriate mechanism to achieve that end.  In addition, the customer charge does not need to be developed fully before the concept is introduced into the ISOC tariff; the details will be fleshed out (if not thrashed out) in the proceeding that defines the precise elements to be recovered and the resulting tariff rates.
  Further, the record is clear that a prospective ISOC customer wants to know the non-recurring costs and the recurring costs of participating in the program in order to perform for itself a benefit/cost analysis in order to determine whether participation will benefit it.  The better practice is to alert the customers and potential customers as soon as possible to the fact that this recurring customer charge will be assessed.  Finally, the considerations discussed here are countervailing considerations sufficient to outweigh the Commission's direction that preference should be given to the proposal that results in the greater incentive or makes the program more attractive.  

197. For these reasons, the proposed tariff language on customer charge is just, is reasonable, is in the public interest, and will be approved.  

11. Penalties  

198. As discussed above, an ISOC customer must interrupt when requested to do so by the Company and is liable for penalties if it does not.  Sheets No. 90E and No. 90F specify the monetary penalty to be assessed for each failure to interrupt during an economic interruption.  

199. Sheet No. 90F specifies the two penalties for failing to interrupt during a capacity interruption or a contingency interruption:  (a) there is a monetary penalty to be assessed for each failure to interrupt; and (b) in the event a customer fails to interrupt twice, the Company may cancel the ISO Agreement, in which event the customer is not eligible for the ISOC program for a minimum of one year.  

200. In addition, in the event an ISOC customer cancels ISOC service before its service period requirements are met (early termination), there are penalties.  Sheet No. 90D.  The penalties include discontinuance of the ISOC credit, a monetary penalty, and the reimbursement of PSCo's direct equipment-related costs.
  

201. In 2005 (the first year of the current ISOC program), Public Service did not pursue assessment and collection of some ISOC -related penalties.  This was an issue in Docket No. 06S-642E, a proceeding in which the Company sought to recover the credits paid to ISOC participants in 2005.
  In Decision No. C07-0559 at ¶¶ 31-36, as pertinent here, the Commission affirmed that portion of Decision No. R07-0358 that adjusted (i.e., reduced) PSCo's requested recovery by "the total adjusted amount of the penalties called for by the ISOC tariff in connection with capacity interruptions."  Decision No. C07-0559 at ¶ 32 (footnote omitted).  

202. Decision No. C07-0559 contains an admonition to Public Service about the requirement that it apply and follow its tariffs.  The Commission was emphatic that the Company is obligated under the law to pursue penalties in accordance with the terms of its ISOC tariffs.  Decision No. C07-0559 at ¶ 31.  

203. Staff proposals.  Staff proposes to add language to the ISOC tariff that mandates PSCo's pursuit of penalties.  The record in this proceeding contains no evidence that, since 2005, PSCo has failed to pursue ISOC-related penalties.  Thus, there is no record that failure to pursue penalties remains an issue that must be addressed.  Staff, which bears the burden of proof on this issue, has failed to meet its burden of proof to establish the need for the requested tariff provision.  Staff's proposal will not be adopted.  

204. Staff also suggests the addition of tariff language to implement the Commission's direction to PSCo that it enforce its ISOC penalty provisions.  Specifically, Staff proposes development of tariff language that, at a minimum, includes  

when the penalty(ies) should be paid; when such amounts become delinquent; the application of late fees; whether a payment plan is available; when such amounts will be collected upon or pursued in court; and what action will be taken in the event a customer owing penalties cannot be found.  

Hearing Exhibit No. 16 at 19:11-15.  Staff offers to work with Public Service to develop the tariff language.  

205. The record in this proceeding contains virtually no evidence concerning the Company's general collection practices.  In addition, the record in this proceeding contains neither evidence concerning PSCo's specific collection practices with respect to ISOC penalties nor evidence about the effectiveness of those collection practices (assuming their existence).  Finally, the record contains no evidence on whether there are relevant Commission rules and, if there are, whether those rules are sufficient to encompass ISOC-related penalties and their collection.  Thus, Staff, which bears the burden of proof on this issue, has failed to meet its burden of proof to establish the need for the requested tariff provision.  Staff's proposal will not be adopted.  

206. Public Service proposal.  The Company proposes a change to the existing ISOC tariff that addresses pursuit of penalties.  Exhibit TJS-5 at Sheet No. 90E contains new language that permits Public Service to waive the early termination penalties if (a) the customer has filed for bankruptcy protection or (b) the customer has left PSCo's service territory and cannot be found after reasonable effort.  PSCo witness Sheesley testified at hearing that "reasonable effort" means Public Service has followed its usual collection processes (that is, its usual business practice) and has been unsuccessful in those efforts.  The Company presented little or no testimony on this proposal in general and little or no testimony on the need for the proposed change.  

207. Staff witness Di Domenico testified that, "[i]n the event of bankruptcy, Public Service should pursue becoming listed as a creditor regardless of the likelihood of recovery in the bankruptcy proceeding."  Hearing Exhibit No. 16 at 19:15-17.  There is no additional discussion in Staff's testimony.  No other party addressed this issue.  

208. The record in this proceeding contains little persuasive evidence in support of this PSCo-proposed change.  PSCo, which bears the burden of proof on this issue, has not met its burden of proof to establish the need for the requested tariff provision and has failed to establish that adoption of the proposed provision is in the public interest.  The new tariff language at Exhibit TJS-5 at Sheet No. 90E concerning Early Termination Penalty will not be adopted.  

12. False alarms  

209. A false alarm occurs when Public Service sends a notice of interruption to a 10-minute notice customer, thus precipitating an immediate load reduction by the customer, but then fails to interrupt.  The customer incurs direct costs to shut down equipment and foregoes production in anticipation of the interruption even if the notice was a false alarm.  Consequently, CEC proposes that these hours be counted against the participant's contracted interruptible load.  

210. Public Service agrees with this recommendation.  

211. Staff opposes the proposal because it is too broad in that a customer could be credited with four hours of interruption when, in fact, it was prevented from operating for a significantly shorter time.  Staff states that the proposal and its possible impacts have not been investigated sufficiently (or at all) and, thus, urges the Commission not to adopt it at this time.  

212. The arguments presented by Staff are persuasive.  In addition, there is little to no evidence in this record concerning either the frequency of false alarms or the harm caused by false alarms (assuming they occur).  Finally, there is no evidence on the effect, if any, that implementation of the recommended treatment of false alarms would have on the cost effectiveness of the ISOC program.  

213. CEC, which bears the burden of proof on this issue, has not met it burden to establish that adoption of the recommendation is in the public interest.  The recommendation will not be adopted.  

13. PSCo-proposed changes that are not addressed  

214. If a PSCo-proposed change is shown on Exhibit TJS-5 and is not discussed in this Decision, no party opposes the change.  The change is necessary for clarity or should make the ISOC program more attractive, is supported by the record, is in the public interest, and will be approved.  

14. Objections and arguments that are not addressed  

215. To the extent that Parties made arguments that are not addressed in this Decision, the ALJ considered those arguments and did not find them persuasive.  
F. Proposed rebuttable presumption.  

216. At present, when Public Service seeks to recover its ISOC-related costs (principally the credits paid to participants), it must establish that the costs were prudently incurred. This is done on an annual basis in a Demand Side Management Cost Adjustment filing.  A perennial issue with respect to the prudency of the ISOC costs is whether the Company took advantage of the ISOC resource to the fullest extent reasonably possible.  

The Company asserts that it should not be held to a standard of exhausting all available interruptible hours every year because this is not in the best interests of nonparticipant ratepayers.  From a system operations perspective, the primary benefit of the ISOC program is reliability.  Public Service believes it prudent to hold in reserve some number of interruptible hours throughout the year as a hedge against unanticipated capacity shortfalls or contingency problems.  Counterbalancing this, however, is Public Service's awareness that the Commission has expressed its preference that the interruptible resource be used as much as possible.  Consequently, PSCo "proposes to, if necessary, call a disproportionate number of interruptions at 

217. the end of the year to ensure that it exhausts as many of the potential hours as possible."
  Hearing Exhibit No. 1 at 15:11-13.  This proposal is tempered by Public Service's recognition that it may not make sense to call an economic interruption late in the year.  Id. at 15:15-19.  

218. As a result of the need to balance these considerations, PSCo proposes "a rebuttable presumption of prudency if the Company uses at least 80 percent of ISOC customers' potential annual hours of interruption.  If the Company falls short of this standard, then it would have an obligation to justify the actions it took during the course of the year."  Id. at 15:20-16:2.  

219. CEC and CF&I support the proposed rebuttable presumption.  

220. Staff opposes the creation of a rebuttal presumption.  It states that PSCo has used more than 90 percent of the available interruptible load in each of the last two years and that there has been no exodus from the program as a result.  Staff cites, and agrees with, the observation of CEC witness Iverson that, given the fundamental premise of the program, an ISOC customer should anticipate that Public Service will call all of the customer's hours available for interruption.  Finally, Staff recommends that the Commission reaffirm the status quo and reject the presumption concept because, in doing so, "the Commission properly incents [sic] Public Service to continue to aggressively manage the ISOC program to obtain the maximum reasonable level of benefit for the general body of ratepayers."  Staff Statement of Position at 12.  

221. The rebuttable presumption will not be adopted.  

222. First, the Company used over 90 percent of the available interruptible load in each of the past two years.  The ALJ agrees with Staff that establishing a rebuttable presumption at a usage level considerably below the usage level that PSCo has met consistently sends the wrong signal to the Company.  

223. Second, based on the record in this proceeding, there is no reason to believe that the 90 percent-plus level of usage cannot be maintained under, or that the program management experience gained over past three years is not transferable to, the new ISOC options.  Thus, there is no reason to believe that the introduction of new service options will result in reduced use of the interruptible load.  

224. Third, Public Service characterizes the ISOC as an evolving program and recognizes that experience is the best way to understand how the ISOC program operates.  Because the changes in the program that will result from this proceeding are extensive, it would be imprudent and premature to establish a rebuttable presumption at this point, before the impact of the new service options is known.  

225. Fourth, finally, and most importantly, the ALJ is puzzled by the concept of a rebuttable presumption attached to the Company's dispatch of a resource.  The ISOC resource is priced like a Frame CT or a quick-start LMS100 CT and, in theory, is dispatched in a way that is similar to the dispatch of those CTs.  If we were discussing a CT, the ALJ is aware of no rebuttable presumption that would apply to Public Service's dispatch of that resource.  The ALJ can discern virtually no basis for treating the ISOC resource differently than any other resource dispatched by Public Service, and Public Service has proffered none.  The Company should be responsible for explaining and, if necessary, defending its resource dispatch decisions, no matter what the resource.  Creating a rebuttable presumption would relieve PSCo of that responsibility, potentially to the detriment of its ratepayers (all of whom pay the Demand Side Management Cost Adjustment).  This result would be inappropriate.  

226. For the foregoing reasons, the Public Service request for creation of a rebuttal presumption will be denied.  

G. Reports by Public Service.  

227. At present, the Company files on April 1 of each year a report on the ISOC program for the preceding calendar year. In that filing PSCo reports the estimated cost-effectiveness of the program for the preceding year.  Public Service proposes to continue filing this annual report and will be ordered to do so.  

228. Citing the Commission decision in Docket No. 06S-642E, Staff witness Shiao states that the Company did not do the Commission-ordered evaluation of (a) the usefulness and purpose of preparing a benefit/cost analysis of the ISOC program and (b) the method used in preparing such an analysis.  In addition, he states that, while Public Service has acknowledged that the addition of wind resources highlights the need to have resources available that can respond to load drops in ten minutes or one hour, PSCo has provided no information on whether and to what degree ISOC load reliably can cover those load drops.  He then recommends that  

Public Service conduct a study within the next six months to evaluate and [to] quantify the benefit contributed by the ISOC program to the operation of the Company's power system and [to] determine correctly the responsiveness of this demand to a request for reduction.  

Hearing Exhibit No. 15 at 24:8-11.  

229. The Company does not oppose such a filing but requests more specificity as to the additional data and analyses to be produced.  

230. Public Service will be ordered to conduct the study described by Staff witness Shiao and to file a report with the Commission on that study.  The report will be filed with the Commission on the same day as the Company files the reports ordered in Decision No. C08-0369.  Public Service and Staff will be ordered to work together to provide the specificity that the Company has requested.  

III. CONCLUSIONS  
231. The tariff sheets appended to Advice Letter No. 1495-Electric, as amended, should be permanently suspended.  

232. Tariff provisions that are consistent with the discussion above are just, reasonable, and in the public interest.  

233. Public Service should be ordered to file, on not less than seven business days' notice, tariff provisions that are consistent with the discussion above.  

234. Public Service should be ordered to conduct the studies and to file the reports as discussed above.  

235. Public Service and Staff should be ordered to work together to determine the parameters of the study, as discussed above.  

236. In accordance with § 40-6-109, C.R.S., the ALJ recommends that the Commission enter the following order.  

IV. ORDER  
A. The Commission Orders That:  

1. The 120-day statutory time period for Amended Advice Letter No. 1495-Electric is extended to 210 days pursuant to §§ 40-6-111(b), C.R.S.  
2. The tariff sheets appended to Advice Letter No. 1495-Electric, as amended, are permanently suspended.  
3. Public Service Company of Colorado (Public Service) shall file with the Commission, on not less than seven business days' notice, tariffs that comport with this Decision.  Public Service shall make this filing on or before September 15, 2008, but in no event later than 15 days following the date on which this Recommended Decision becomes a final decision of the Commission.  
4. Public Service shall conduct the study as discussed above.  Public Service and Staff of the Commission (Staff) shall develop jointly the parameters of the study.  

5. Public Service shall file with the Commission the reports as discussed above.  

6. The Staff Motion to Supplement Confidential Exhibit LYS-7 to the Answer Testimony of Larry Shiao is granted.  Confidential Exhibit LYS-7 is supplemented.  
7. The Notice of Withdrawal as Counsel for Ratepayers United of Colorado, LLC, filed by Gina B. Hardin, Esquire, is noted.  Permission for Ms. Hardin to withdraw as counsel for Ratepayers United of Colorado, LLC, is granted.  
8. The Public Service Motion for Leave to File Post-Hearing Statement of Position as a Substitute for Previously Filed Version is granted.  
9. The Public Service Post-Hearing Statement of Position filed on May 27, 2008 is substituted for the Public Service Post-Hearing Statement of Position filed on May 23, 2008.  
10. This Recommended Decision shall be effective on the day it becomes the Decision of the Commission, if that is the case, and is entered as of the date above.  
11. As provided by § 40-6-106, C.R.S., copies of this Recommended Decision shall be served upon the parties, who may file exceptions to it.  
If no exceptions are filed within 20 days after service or within any extended period of time authorized, or unless the recommended decision is stayed by the Commission upon its own motion, the recommended decision shall become the decision of the Commission and subject to the provisions of § 40-6-114, C.R.S.  

If a party seeks to amend, modify, annul, or reverse a basic finding of fact in its exceptions, that party must request and pay for a transcript to be filed, or the parties may stipulate to portions of the transcript according to the procedure stated in § 40-6-113, C.R.S.  If no transcript or stipulation is filed, the Commission is bound by the facts set out by the administrative law judge; and the parties cannot challenge these facts.  This will limit what the Commission can review if exceptions are filed.  

12. If exceptions to this Recommended Decision are filed, they shall not exceed 30 pages in length, unless the Commission for good cause shown permits this limit to be exceeded.  
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�  This docket is titled In the Matter of the Application of Public Service Company of Colorado for Authority to Implement an Enhanced Demand Side Management Program and to Revise its Demand-Side Management Cost Adjustment Mechanism to Include Current Cost Recovery and Incentives.  In the instant ISOC proceeding and in this Decision, Docket No. 07A-420E sometimes is referred to as the Enhanced DSM proceeding.  


�  Prior to the hearing in this matter, Ms. LaPlaca informed the Administrative Law Judge and the Parties that she would not participate further in this proceeding.  For this reason, this Decision does not discuss or reference further Ms. LaPlaca as a party in this matter.  


�  The GEO did not participate in this proceeding beyond filing this Petition for Late Intervention.  For this reason, this Decision does not discuss or reference further GEO as a party in this matter.  


�  The Intervenors addressed the Commission-designated issues in supplemental answer testimony, and the Company addressed those issues in rebuttal testimony.  


�  Ratepayers United did not file answer testimony and exhibits, did not participate in the hearing in this matter, and did not file a post-hearing statement of position.  For these reasons, this Decision does not discuss or reference further Ratepayers United as a party in this matter.  


�  After the close of the record in this case, the Commission issued Decision No. C08-0560 in Docket No. 07A-420E.  In that Decision and as pertinent here, the Commission addressed two Company-proposed changes to the Demand Side Management Cost Adjustment Clause:  an ISOC-related incentive payment to Public Service and recovery of ISOC-related costs, including marketing.  Noting that the record was insufficient to support approving these proposals, the Commission denied Public Service's requests.  Id. at ¶¶ 174-76.  These are the two items that the ALJ found to outside the scope of the instant proceeding.  


�  Mr. Brockett is Manager, Pricing and Planning, Governmental and Regulatory Affairs Department, and is employed by Xcel Energy Services, Inc.  Mr. Brockett's direct testimony and exhibits are Hearing Exhibit No. 1, and his rebuttal testimony and exhibits are Hearing Exhibit No. 2.  His oral testimony is found in May 5 2008 transcript (May 5 tr.) at 15-209, May 6 tr. at 5-46, and May 8 tr. at 51-75.  


�  Mr. Taylor is President of Sedway Consulting, Inc.  His direct testimony and exhibits are Hearing Exhibit No. 3, and his rebuttal testimony and exhibits are Hearing Exhibit No. 4.  His oral testimony is found in May 6 tr. at 46-132.  


�  Mr. Sheesley is Chief Economist and is employed by Xcel Energy Services, Inc.  Mr. Sheesley's direct testimony and exhibits are Hearing Exhibit No. 5, and his rebuttal testimony and exhibits are Hearing Exhibit No. 6.  His oral testimony is found in May 6 tr. at 133-217 and May 7 tr. at 9-110.  


�  Ms. Davis is Director, Product Development and Consumer Product Marketing, and is employed by Xcel Energy Services, Inc.  Ms. Davis's rebuttal testimony is Hearing Exhibit No. 7.  Her oral testimony is found in May 8 tr. at 7-51.  


�  Ms. Iverson is a consultant employed by Brubaker & Associates, Inc.  Ms. Iverson's answer testimony is Hearing Exhibit No. 8, her supplemental answer testimony is Hearing Exhibit No. 9, and her cross-answer testimony is Hearing Exhibit No. 10.  Her oral testimony is found in May 7 tr. at 168-92.  


�  Ms. Glustrom is a pro se intervenor.  Ms. Glustrom's answer testimony and exhibits are Hearing Exhibit No. 11, and her supplemental answer testimony and exhibit are Hearing Exhibit No. 12.  Her oral testimony is found in May 7 tr. at 193-224.  


�  Mr. Senger is a Rate Analyst employed by the OCC.  Mr. Senger's answer testimony and exhibits are Hearing Exhibit No. 13, and his supplemental answer testimony and exhibit are Hearing Exhibit No. 14.  His oral testimony is found in May tr. at 76-129.  


�  Dr. Shiao a Professional Engineer employed by the Commission.  Dr. Shiao's answer testimony and exhibits are Hearing Exhibit No. 15 and Confidential Hearing Exhibit No. 15A.  His oral testimony is found in May 8 tr. at 129-98.  


�  Mr. Di Domenico is a Rate/Financial Analyst employed by the Commission.  Mr. Di Domenico's answer testimony and exhibits are Hearing Exhibit No. 16.  His oral testimony is found in May 7 tr. at 111-65.  


�  Mr. Camp is Chief of the Energy Section at the Commission.  Mr. Camp's supplemental answer testimony is Hearing Exhibit No. 17.  His oral testimony is found in May 8 tr. at 199-206.  


�  Although Hearing Exhibit No. 41 was admitted, only the paragraph entitled "Escalation" is evidence.  


�  The ALJ ordered Hearing Exhibits No. 42 through and including No. 44 to be late-filed, and they were filed after the hearing.  


�  For example, Air Liquide has an electric load in excess of 2 megawatts (MW).  


�  This is a proceeding to determine the appropriate terms and conditions for the ISOC tariff.  The tariff language and its effects are the matters that are within the public interest.  


�  By Decision No. C08-0522 (effective after the hearing in this matter), the Commission denied Applications for Rehearing, Reargument, and Reconsideration of Decision No. C08-0369.  


�  As used in this Decision, the terms "third-party aggregator" and "third-party aggregation" are consistent with this definition.  


�  In Decision No. C08-0560, entered in Docket No. 07A-420E, the Commission "defer[red] to [the ISOC] docket the setting of ISOC goals, and to [Docket No. 07A-447E] for incorporating ISOC within resource planning scenarios" for Public Service.  Id. at ¶ 58.  This Decision orders changes in the tariff from the language proposed by Public Service.  There is no evidence in this proceeding as to the effect these changes may have on participation in the ISOC program.  As a result, there is no record on which to set ISOC goals in this proceeding.  


�  Unless the context indicates otherwise, reference in this Decision to "Sheet No. ___" is to tariff sheets in the Company's current electric tariffs.  


�  The stipulation is appended to Decision No. C05-0412 at Attachment A.  


�  This capacity benefit came principally from 10-minute notice customers. 


�  The energy savings were primarily from economic interruptions, but there was a small amount of energy savings from capacity interruptions as well.  


�  The Focus Group Study is found at Hearing Exhibit No. 16 at HCD-2.  


�  The Acceptability Study is found at Hearing Exhibit No. 16 at HCD-3.  


�  PSCo witness Davis testified that the respondents understood that the buy-through option would apply only to economic interruption.  


�  Using the data in Hearing Exhibit No. 22, Hearing Exhibits No. 23 through No. 25 show the annual incremental load projections and various representations of the data.  Hearing Exhibit No. 23 is the basis for Hearing Exhibits No. 24 and No. 25.  Hearing Exhibit No. 23 shows the incremental ISOC in 2009 as 44 MW; this is an error as the correct number is 41 MW.  This error flows through Hearing Exhibits No. 24 and No. 25.  


�  Hearing Exhibit No. 26 is the load duration curve for Public Service for 2006.  It shows a peak of approximately 6600 MW of which approximately 3600 MW are contributed by commercial and industrial customers.  May 5, 2008 oral testimony of PSCo witness Brockett.  


�  One thousand kilowatts equal one megawatt.  


�  Unless the context indicates otherwise, reference in this Decision to "Exhibit TJS-5 at Sheet No. ___" is to the Company's proposed ISOC tariff.  


�  An ISOC customer must pay customer-specific costs to participate in the program.  At present, the ISO Agreement, and not the ISOC tariff, informs a customer of this obligation.  Public Service's proposed tariff informs customers that they must pay these customer-specific costs.  Given that tariffs are to contain the terms and conditions of service (at least in part) to prevent discriminatory treatment and to inform customers of the terms under which they may take a service, the categories of non-recurring costs for which a customer is responsible properly are in the ISOC tariff and not individual ISO Agreements.  In addition, this approach implements the regulatory principle that, to the extent possible, the cost-causer (and not the general body of ratepayers) should pay.  Finally, the changes clarify the ISOC tariff and inform potential participants of the non-recurring costs they must pay to participate in the program.  No party objects to these changes, and the record supports them.  Thus, these provisions are just, are reasonable, are in the public interest, and will be approved.  


�  An EMS is "any customer-owned or leased system capable of controlling the customer's interruptible load by means of an electronic or digital signal initiated by the Company."  Exhibit TJS-5 at Sheet No. 90.  


�  Unlike the PSCo-owned switch that is all-or-nothing, an EMS offers the opportunity for the customer to reduce its load while still maintaining some load.  


�  To be acceptable, the independent engineering assessment should include testing to establish that, at least, the EMS will reduce the customer's demand to the appropriate level when the EMS receives the signal to interrupt from PSCo.  


�  PSCo witness Sheesley discusses the new automated systems and their development in Hearing Exhibits No. 5 and No. 6 and in his oral testimony.  


�  Adoption of this recommendation would result in a change to the language of the PSCo-proposed ISOC tariff.  As discussed below, Staff recommends other changes to the PSCo-proposed tariff.  Hearing Exhibit No. 16 at HCD-9 is the PSCo-proposed ISOC tariff language with Staff's recommended changes.  


�  Staff witness Di Domenico discusses the Staff recommendation and its bases in Hearing Exhibit No. 16 and in his oral testimony.  


�  Public Service proposes to recover the costs to develop and to implement the automated systems through the Customer Charge discussed below.  


�  To the extent that Staff relies on these arguments with respect to the 4-in-24 option (discussed below) or the waiver of the four-hour minimum interruption option (discussed below), or both, the ALJ finds the Staff's arguments to be unpersuasive for the reasons stated here.  


�  Because a customer can buy-through an economic interruption, the 4-in-24 option does not apply to economic interruptions.  


�  The method and calculation are described in Hearing Exhibit No. 3 at 2-18 and Hearing Exhibit No. 4 at 24-27.  


�  The referenced 2007-2011 system assumptions are not the system assumptions used in the Company's 2007 Colorado Resource Plan.  


�  These multiplier percentages are shown in Hearing Exhibit No. 1 at 16.  


�  The referenced planning assumptions are not the planning assumptions used in the Company's 2007 Colorado Resource Plan.  


�  The difference is based on two factors:  (a) PSCo witness Taylor's use of estimated CT construction costs in 2008$ to calculate the foundation value in his rebuttal testimony; and (b) PSCo witness Taylor's use of an escalating carrying charge in his rebuttal testimony.  


�  These multipliers, which have the effect of increasing the credit, are shown in Exhibit TJS-5 at Sheet No. 90C as the System Loss Factors.  


�  These adders have the effect of increasing the credit.  


�  The OCC does not disagree with Staff's summer capacity rating (discussed below).  In the event that Staff's recommendation is accepted, OCC recommends the modification described in the OCC Statement of Position at 9.  


�  PSCo witness Taylor discusses the traditional revenue requirement at May 6 Tr. at 68-69.  


�  The derivation of the RLCC is shown in Hearing Exhibit No. 13 at DJS-3.  


�  What is not clear is whether they agree on the method that ought to be used to do the averaging.  Presumably, this will be made clear when Public Service files its tariffs in compliance with this Decision because that tariff will include the language necessary to implement the two methods.  


�  The call-option valuation is an estimate of the premium for a call option for four-hour daily scheduled energy with the following constraints on the annual number of hours the option could be called:  40 hours, 80 hours, 160 hours, 200 hours, and 1,000 hours.  


�  These planning assumptions are not the planning assumptions used in the Company's 2007 Colorado Resource Plan.  


�  In its original filing, PSCo offered the following as one basis for the Credit Adjustment Factor:  assuring that the ISOC program was cost-effective for nonparticipating ratepayers after the Company received an incentive payment and after the Company recovered certain costs through the Demand Side Management Cost Adjustment Clause.  As discussed above, the ALJ determined that PSCo's incentive and cost recovery are not within the scope of this proceeding.  Thus, they are not considered as a basis for the Credit Adjustment Factor.  


�  As an example of these costs, PSCo witness Sheesley offered the costs to develop, to test, and to implement the new automated systems discussed above.  


�  Public Service intends to continue to recover from each ISOC customer the costs that are directly attributable only to that customer, and appropriate clarifying changes have been made to the tariff.  See note 35, supra.  


�  Public Service cannot begin to assess and to collect a customer charge until a tariff containing the amount of the customer charge is in effect.  


�  These penalties do not apply during the first year of ISOC service.  For customers leaving during this period, Sheet No. 90C applies unless the customer does not comply with that Sheet, in which event the provisions of Sheet No. 90D apply.  


�  The Recommended Decision (Decision No. R07-035) in that docket is found at Hearing Exhibit No. 16 at HCD-8.  


�  CEC opposes PSCo's proposal to call a disproportionate number of interruptions late in the year.  To address the Company's concern about having sufficient interruptible load to meet system needs late in the year, CAC witness Iverson suggests that the Company explore the idea of seeking additional interruptible hours from ISOC customers that indicate a willingness to be available for additional hours of interruption after their contractual obligation has been fulfilled.  While this appears to be an idea worthy of exploration, there is insufficient evidence to add such a requirement to the tariff at this time.  Public Service should investigate this option (including the credit to be paid to such a participant) and consider it for inclusion in a future ISOC tariff.  
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