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I. BY THE COMMISSION

A. Statement

1. Public Service Company of Colorado (Public Service or the Company) filed, on June 8, 2010, an application for rehearing, reargument, or reconsideration (Application for RRR) concerning Decision No. C10-0491.  By that decision, the Commission approved, with modifications, the Company’s proposed pilot to test three rate options for residential customers in SmartGridCity (Boulder, Colorado).  

2. Public Service explains in its Application for RRR that although the Company can accept the Commission’s modifications to the pilot as set forth in Decision No. C10-0491, there are two aspects of the Order that the Company requests be clarified or changed.

3. First, Public Service claims that the Commission’s expectations in Decision No. C10-0491 regarding the Company’s management of the installation of in-home energy control devices among pilot participants are “ambiguous.”  The Company suggests that it would be preferable for the Commission to approve a specific level of cross-participation between the pricing pilot and the Company’s demand-side management (DSM) program that offers the in-home devices.

4. Second, Public Service wants the Commission to modify its finding that the SmartGridCity pricing pilot is not a DSM program.

B. In-Home Device Installations

5. In paragraph 72 of Decision No. C10-0491, the Commission instructed Public Service to carefully target the installations of in-home energy management devices among the group of randomly selected participants and control group customers associated with “Phase II” of the modified pilot.  This guidance was intended to help minimize the costs of the in-home device installations associated with the pilot while also providing sufficient data to produce statistically valid results.  
6. The Commission recognized that its instructions on this matter may result in fewer in-home device installations than would otherwise be expected if the same proportions of device installations for the initially proposed “Phase I” sample of 2,000 volunteers (plus control group) was scaled up to accommodate the additional “Phase II” sample of 5,000 participants (plus control group).  Public Service explained in its Statement of Position filed on April 9, 2010, that the estimated additional cost of the in-home devices in Phase II would be in the range of $1 million to $1.5 million.
7. Public Service explains in its Application for RRR that after reviewing the experimental design for the pilot, the Company would expect to achieve statistically valid results from Phase II by installing 750 to 1,000 in-home energy management devices.  The Company explains that this is significantly fewer in-home devices than would have been installed had the Company installed the same proportion of devices used in Phase I.  Public Service now estimates that the cost of this lower proposed level of in-home devices for Phase II is $500,000 to $600,000. 
8. We find the proposed range of in-home device installations (750 – 1,000) and the associated cost estimate ($500,000 - $600,000) set forth in Public Service’s Application for RRR to be reasonable and therefore approve the Company’s plans to install in-home devices within that range in Phase II of the pilot.  Public Service appears to have derived this range of installations by performing the type of analysis and planning that we expected in Decision No. C10-0491.  
C. SmartGridCity Pricing Pilot as a DSM Program
9. In Decision No. C10-0491, the Commission discussed the fact that Public Service filed an application seeking Commission approval of the SmartGridCity pricing pilot in this Docket and, at the same time, pursued the pilot as an addition to its 2009-2010 DSM Plan according to the process established in the settlement agreement in Docket No. 08A-366EG.  We noted that the design of the pricing pilot and the costs associated with the program evolved extensively following the filing of the application in this Docket and found that the pilot should thus be developed according to the terms established in this proceeding and not pursuant to the terms of the settlement agreement in Docket No. 08A-366EG.  

10. We further declined to characterize the pricing pilot as a DSM program and found that the SmartGridCity pricing pilot is distinct from the energy efficiency, market transformation, and Savers Switch programs included in the Company’s 2009-2010 DSM Plan.  

11. In its Application for RRR, Public Service faults the Commission’s conclusion that the filing of a separate application for the pilot meant that the pilot could not qualify as a program under the settlement in Docket No. 08A-366EG.  The Company states the Commission has set “a bad precedent in that it will discourage the filing of separate applications for programs where the Company believes the Commission may be interested in shaping the details of the program.”  The Company further states, “the fact that the Commission and interested parties had the ability to fully vet and seek modifications to the design of the program in this proceeding does not negate the eligibility of the program as a DSM program under the settlement.”  

12. In addition, Public Service asserts that the Commission did not adequately explain why it found the pricing pilot to be distinct from the electric DSM programs in its 2009-2010 DSM Plan.  Public Service argues that whether the program is in some ways different from the existing programs, “the primary underlying purpose of the program is, in the view of the Company, market transformation in that it will provides a financial incentive to customers to change their usage patterns to shift demand from on peak periods to off-peak periods… In other words, the Pricing Pilot is the same as certain of the other programs in terms of the behavior that it is designed to encourage.”

13. Finally, Public Service points to the Commission’s decision in Docket No. 08A-518E concerning the electric DSM pricing pilot proposed by Black Hills/Colorado Electric Utility Company, LP in which it approved that utility’s “Residential Direct Load Control & Innovative Pricing Pilot” and suggests that the Commission reach a similar decision now for Public Service.

14. We agree with Public Service that it was proper for the Commission to review the design and scope of the SmartGridCity pilot program and that the Company’s filing of an application seeking approval of the pricing pilot facilitated our review.  However, we decline to modify Decision No. C10-0491 concerning our findings that this pilot does not belong in the Company’s portfolio of DSM programs in its 2009-2010 DSM Plan.  
15. By Decision No. C10-0491, we rejected the Company’s argument that there was no need in this Docket to address the recovery of the costs associated with this pilot because the Company had already expanded its 2009-2010 DSM Plan to include the SmartGridCity pricing pilot.
  As discussed above, the Commission instead found that because the design and expected costs of the pilot evolved during the course of the proceeding, it was proper for all aspects of the pilot, including cost recovery, to be addressed in this Docket.  
16. We also found, by Decision No. C10-0491, that in contrast to how the costs of the programs included in the Company’s 2009-2010 DSM Plan are recovered, the recovery of costs for the SmartGridCity pricing pilot should be after-the-fact based on actual costs incurred (i.e., costs incurred in 2010 would be recovered in 2011) and not on a current basis using cost projections that are later trued up against actual costs.  
17. We furthermore find that Decision No. C10-0491 is properly crafted based on the record in this proceeding as it concerns the Company’s 2009-2010 DSM Plan and the settlement agreement in Docket No. 08A-366E.  For these reasons, we deny Public Service’s request for rehearing on this matter.  
II. ORDER 

A. The Commission Orders That:

1. The Application for Rehearing, Reargument, or Reconsideration filed by Public Service Company of Colorado is granted, in part, and denied, in part, consistent with the discussion above.

2. The 20-day period provided for in § 40-6-114, C.R.S., within which to file applications for rehearing, reargument, or reconsideration, begins on the first day following the effective date of this Order.
3. This Order is effective upon its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING 
June 30, 2010.
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� Public Service states in its Statement of Position filed on April 9, 2010, that the Company believes the pricing pilot should be considered a DSM program and that the Company should accordingly be allowed to recover costs as provided in the 2009-2010 DSM Plan.  Similarly, Public Service witness Daniel James states in his Rebuttal Testimony that: “the Company believes that any budget and cost recovery issues related to the Pricing Pilot are subject to the terms and conditions of the Settlement Agreement, and further requirements are not appropriate or necessary.” 
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