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I. BACKGROUND
A. Introduction

1. Pursuant to Rule 4752 of the Rules Regulating Gas Utilities and Pipeline Operators, 4 Code of Colorado Regulations (CCR) 723-4, following approval of an initial Demand Side Management (DSM) plan, all utilities offering natural gas service shall file DSM plans covering three years.

2. In Docket No. 07A-420E, Public Service Company of Colorado (Public Service or Company) proposed filing a combined gas and electric DSM plan and proposed filing DSM plans biennially.  The Commission granted Public Service’s request to file a biennial combined DSM plan.

3. By Decision No. C08-0560, Docket No. 07A-420E issued June 5, 2008, the Commission directed Public Service to file a DSM application by August 1, 2008, proposing gas and electric DSM plans for 2009 and 2010.

4. The Commission subsequently issued Decision No. C10-0584, dated June 11, 2010, in Docket No. 07A-420E, authorizing the Company to file a one year combined electric and gas DSM plan for 2011.  At the same time, the Commission took up a number of strategic issues, including consideration of revised electric DSM goals in Docket No. 10A-554EG. 

5. On April 26, 2011, the Commission issued Decision No. C11-0442 in Docket No. 10A-554EG establishing increased electric energy savings goals beginning with the 2012 DSM Plan year.  The Commission then issued Decision No. C11-0645 in Docket 
No. 10A-554EG on June 14, 2011, addressing Public Service’s Application for Rehearing, Reargument or Reconsideration and granting the Company’s motion for a one-month extension to file its 2012/2013 Biennial Plan to August 1, 2011.
B. Application

6. On August 1, 2011, Public Service filed an Application for an Electric and Gas Demand Side Management Plan (Application) along with direct testimony.  This Application was timely filed in accordance with an extension granted in the timetable set forth in Decision No. C11-0645.

7. In its Application, Public Service requested an order approving the 
2012-2013 Biennial DSM Plan and authorizing Public Service to place into effect revised gas and electric Demand Side Management Cost Adjustment (DSMCA) rates effective January 1, 2012.

8. In its Application, Public Service proposed DSM programs for Business, Residential, and Low-Income customers.  Public Service also proposed indirect programs focused on Customer Education, Market Transformation, and Planning and Market Research as well as plans for overall program administration and evaluation, measurement, and verification.  The Application also presented the electric and gas Technical Assumptions used in developing the DSM Plan.

9. In the Application, Public Service presented estimated measurements of the 
cost-effectiveness of the proposed DSM programs, applying a modified Total Resource Cost (TRC) test, as set forth in Rule 4751(n) for gas DSM programs and as set forth in Decision No. C11-0442 regarding Public Service’s electric DSM programs.  The Application presented estimated TRC values for 2012 of 2.51 for electric DSM programs and 1.27 for gas DSM programs.  For 2013, the Application presented estimated TRC values of 2.55 for electric DSM programs and 1.31 for gas DSM programs.

10. For 2012 and 2013, Public Service proposed to achieve 330.5 GWh and 356 GWh in electric energy savings, respectively and 97 MW and 89.2 MW in demand reduction, respectively, including demand savings resulting from energy efficiency products implemented during the Plan year and incremental demand reduction achieved during each of these years from Saver’s Switch®, the Company’s Interruptible Service Option Credit Program (ISOC) and the Third-Party Demand Response program operated by EnerNoc, Inc. (EnerNoc).  However, the Company’s plan for 2013 included a placeholder to fill a 20 GWh shortfall between the plan as specifically designed and the 356 GWh goals set by the Commission for 2013 in Decision No. C11-0442.  The Company indicated that it would determine the specific program modifications necessary to meet this gap prior to the beginning of the 2013 plan year.
11. The Application proposed total expenditures for 2012 of approximately $88.6 million, including $76 million for our electric DSM programs and $12.6 million for natural gas.  For 2013 the Company proposed total expenditures of approximately $98.7 million, including $86 million for our electric DSM programs and $12.7 million for natural gas.  Public Service’s proposed Gas DSM Savings plans result in savings of 413,471 dekatherms in 2012 and 406,727 dekatherms in 2013.
C. Procedural History

12. By Decision No. C11-0864, issued August 10, 2011, the Commission shortened notice to the Company’s Application and established August 19, 2011 as the deadline for parties to intervene.  During the Commissioners’ Weekly Meeting of August 24, 2011, the Commission referred this matter to an administrative law judge (ALJ) for disposition. 

13. In a motion filed August 29, 2011, Public Service proposed a procedural schedule for consideration in this Docket and sought to shorten response time to the motion.

14. By Decision No. R11-0937-I, issued August 30, 2011, the ALJ shortened response to time to the motion.  

15. By Decision No. R11-0965-I, issued September 8, 2011, the ALJ set forth a procedural schedule and established procedures for this Docket. 
16. In response to Public Service’s Application, interventions were filed by several parties.  By Decision No. R11-0959-I, issued September 6, 2011, the ALJ granted the interventions of Colorado Energy Consumers Group (CEC); City of Boulder (Boulder); Energy Efficiency Business Coalition (EEBC); Energy Outreach Colorado; Western Resource Advocates (WRA); the Southwest Energy Efficiency Project (SWEEP); Climax Molybdenum Company (Climax) and CF&I Steel, L.P., doing business as Evraz Rocky Mountain Steel (ERMS); Noble Energy, Inc. (Noble) and Encana Oil & Gas (USA) Inc. (Encana); the Colorado Solar Energy Industries Association (CoSEIA); EnerNoc; and the Colorado Renewable Energy Society (CRES) .  The Staff of the Colorado Public Utilities Commission (Staff), the Colorado Office of Consumer Counsel (OCC), and the Governor's Energy Office (GEO) intervened as of right.  By Decision No. R11-1001-I, issued September 15, 2011, Boulder County was granted an intervention.
17. On October 14, 2011, the Joint Motion to Modify Procedural Schedule and for Waiver of Response Time was filed.  Public Service, for itself and on behalf of Staff, OCC, Boulder, Boulder County, GEO, CEC, Climax, ERMS, SWEEP, CoSEIA, CRES, WRA, EEBC, Noble, EnCana, and EnerNoc jointly request modification of the procedural schedule to delay the dates for Answer and Rebuttal Testimony to October 28, 2011 and November 10, 2011, respectively. 

18. On November 10, 2011, a Stipulation and Settlement Agreement (Settlement Agreement) along with the Joint Motion to Approve Stipulation and Settlement Agreement were filed by Public Service on its own behalf and on behalf of Staff, OCC, the City of Boulder, Boulder County, GEO, SWEEP, CoSEIA, CRES, WRA, EEBC, and EnerNoc (collectively the Settling Parties).  As provided in the Settlement Agreement, although they are not parties to the Agreement, CEC, Noble, and EnCana do not contest the Settlement.  A copy of the Settlement Agreement is attached hereto as Appendix A.
19. The only party position not addressed in the settlement was that of Climax and ERMS.  On November 16, 2011, Climax and ERMS notified the Commission that they take no position concerning the settlement as filed, and neither support nor oppose it. Climax and ERMS do not seek a hearing concerning the agreement as filed.
20. On November 16, 2011, the ALJ issued Decision No. R11-1232-I vacating the hearing scheduled for November 17, 2011 to permit deliberations on the Settlement Agreement.
21. In the Settlement Agreement, the Settling Parties propose approval of:  1) the gas and electric energy savings goals, as modified by the Settlement Agreement; 2) the Company’s proposed demand reduction goals; and 3) the gas and electric DSM budgets as amended by the settlement for 2012 and 2013.  The Settling Parties also recommend approval of certain additions and modifications to the DSM Plan as filed in the Application, including program changes intended to offset a portion of the 20 GWh shortfall that existed between the Company’s 2013 DSM Plan, as originally filed, and the Commission approved electric energy savings goal for 2013.  The Settlement Agreement specifies that the Company will file a notice by November 1, 2012 informing the Commission and the Settling Parties of the plan for addressing the remaining 11 GWh shortfall between the Company’s 2013 electric DSM Plan as modified by the Settlement Agreement, and the 356 GWh electric savings goals for 2013 and the costs associated with that plan.  The Settlement Agreement limits the 15 percent flexibility afforded by Decision No. C11-0442 for the Company to exceed its approved electric DSM budget to 13.8 percent in 2012 and 13.5 percent in 2013, but it also provides for prospective recovery during 2013 of up to $3 million of projected DSM expenditures in excess of the approved budget for 2013.  The Settling Parties, with the exception of Staff, recommend approval of the updated avoided costs set forth in Appendix C to the Plan. Staff does not oppose the updated avoided cost calculations.  The Settling Parties, including Staff, recommend approval of the technical assumptions set forth in the Technical Reference Manual attached to the Plan as Appendix E, and the net-to-gross ratios set forth in the Planning Assumptions section of the Plan subject to the agreed upon change to the net-to-gross ratio to be applied to Compact Fluorescent Lights provided through the Home Lighting program.  The Settlement Agreement also sets forth the method for calculating net economic benefits at the conclusion of each Plan year and proposes a timetable and procedure for conducting specific comprehensive program evaluations of the DSM programs.  

22. The Settling Parties, with the exception of Staff, agree that the Company shall be permitted to recover its 2012 forecasted expenditures for the ISOC program of $26,390,287, including both the credits paid to customers and the Company’s forecast of its administration and marketing costs for 2012, and the Third Party demand Response program of $3,008,400 through the combination of base rates and electric DSMCA rider that shall become effective January 1, 2012. Trial Staff does not oppose this provision of the Settlement Agreement. 

23. The Application, as modified by the Settlement Agreement, being uncontested, it may now be processed under the modified procedure, pursuant to § 40-6-109(5), C.R.S., and Rule 1403 of the Rules of Practice and Procedure, 4 CCR 723-1, without a formal hearing.

24. On December 7, 2011, the Settling Parties submitted a proposed order and jointly moved for admission of the Direct Testimony and Exhibits of Ms. Debra L. Sundin and Mr. Lee E. Gabler without cross-examination.  The unopposed request will be granted based upon good cause shown.  Exhibit 1, the Direct Testimony and Exhibits of Ms. Debra L. Sundin; Exhibit 2, the Direct Testimony and Exhibits of Mr. Lee E. Gabler; and Exhibit 3, the Settlement Agreement will be admitted.  

II. FINDINGS OF FACT
A. DSM Goals

25. Concerning gas DSM programs, Rule 4753(h)(I) states: 

The utility’s annual expenditure target for DSM programs shall be, at a minimum, two percent of a natural gas utility’s base rate revenues, (exclusive of commodity costs), from its sales customers in the 12-month calendar period prior to setting the targets, or one-half of one percent of total revenues from its sales customers in the 12-month calendar period prior to setting the targets, whichever is greater.

Rule 4753(h)(I), 4 CCR 723-4.

26. Public Service stated that for calendar year 2011, its gas base rate revenues are expected to be $361,278,460.  Two percent of the base rate revenue for 2011 equals $7,225,569.  Total gas revenue during 2011 is projected to be $1,013,114,417.  One half of 1 percent of total gas revenue equals $5,065,572.  In order for Public Service to comply with Rule 4753(h)(I) it must establish a gas DSM expenditure target of at least $7,225,569.  The Settlement Agreement presents a 2012 gas DSM budget of $13,218,332 and 2013 budget of $13,284,361.  The Settlement Agreement complies with Rule 4753(h)(I).

27. Commission Decision No. C11-0442 established electric DSM energy savings goals for Public Service.  The energy goals are set at 330 GWh for 2012 and 356 GWh for 2013.  The Commission ruled that the Company’s demand reduction goals for 2012 and 2013 should be established in this proceeding taking into account the combined effects of demand reduction from energy efficiency, Savers Switch, and the Company’s interruptible and third-party demand response programs.

28. Although the Company’s electric DSM Plan for 2013 continues to reflect a shortfall between the 356 GWh energy savings goal for that year and the specific Plan as modified by the Settlement Agreement, the Settlement Agreement includes a process for the Company to specify the means it will employ to achieve the additional energy savings prior to the beginning of the 2013 Plan year.

29. The Settlement Agreement states that “(t)he Settling Parties also agree that the Company shall use best efforts to achieve at least 95.5 MW and 87.9 MW in incremental demand reduction in 2012 and 2013, respectively, from the combined effect of its proposed electric energy efficiency programs, and the Saver’s Switch, Interruptible Service Option Credit (ISOC) and the Third Party Demand Response programs.”

30. The ALJ finds that the demand reduction goals provided for in the Settlement Agreement are reasonable and should be approved.  

31. The Settlement Agreement complies with the electric DSM energy savings goals set forth in Decision No. C11-0442 for 2012 and 2013.

B. DSM Budget

32. Rule 4753(h), 4 CCR 723-4, directs gas utilities to propose a DSM budget, providing detail regarding the proposed expenditure level.  This rule outlines seven budget categories to be contained with the budget.

33. The Commission has outlined the minimum required contents of Public Service’s electric DSM plan, including “Budgets for each program, indirect impact programs, administration and the total portfolio.”  Decision No. C08-0560 at ¶ 171.

34. Public Service presented in Exhibit LEG-1 attached to Exhibit 2, detailed budgets for 2012 and 2013, separated by electric and gas DSM.  These budgets elaborate the original total expenditure projections proposed by Public Service, not the expenditure projections set forth in the Settlement Agreement.  Attachment A to the Settlement Agreement details the impact of each of the program changes made as a part of the Settlement Agreement in terms of both budget and energy savings.

35. The ALJ finds that the information submitted by the Company with its Application as amended by the Settlement Agreement complies with Rule 4753(h) and the requirements of ¶ 64 of Decision No. C11-0442.  

C. Providing All Customer Classes an Opportunity to Participate

36. Regarding electric DSM, § 40-3.2-104(4), C.R.S., states that “[t]he Commission shall ensure that utilities develop and implement DSM programs that give all classes of customers an opportunity to participate.”  Section 40-3.2-103, C.R.S., pertaining to gas DSM, does not contain similar language concerning an opportunity for all customer classes to participate, other than the general directive that gas utilities “[d]evelop and begin implementing a set of cost-effective DSM programs for its full service customers” (§ 40-3.2-103(3)(a), C.R.S., emphasis added).

37. The Application proposed 16 DSM programs for business customers, 10 programs for residential customers, and 4 programs targeting low-income residential customers.  The business DSM programs and proposed expenditures are primarily electric-related, reflecting the fact that most business gas customers are transportation-only customers, exempt from the DSMCA and therefore are ineligible to participate in gas DSM.

38. The Settling Parties state that, based upon the “breadth of the programs offerings contemplated for each segment, Public Service’s proposed electric and gas DSM portfolios, as set forth in the DSM Plan as amended by this Stipulation, have been designed to afford all classes of customers an opportunity to participate.”  The ALJ finds that the record in the Docket supports this statement.

D. Impact Upon Low-Income and Non-Participants

39. Section 40-3.2-104(4), C.R.S., directs the Commission to “give due consideration to the impact of DSM programs on nonparticipants and on low-income customers.”   

40. By Decision No. C08-0560, the Commission stated “(w)e find that the first way to address the impact of DSM on non-participants is to minimize the occurrence of 
non-participants.  By this we mean that all customers need to be provided a reasonable opportunity to participate in DSM…”
  Further, the Commission also specified that the DSM costs should be incorporated into the Electric Resource Plan analysis and that this analysis would assist in providing a more complete assessment of the impact of DSM on non-participants.

41. The ALJ finds that the record supports a conclusion that the Biennial DSM Plan gives due consideration to the impact upon non-participants, particularly in accordance with the Commission’s finding that the impact can be minimized by providing a reasonable opportunity for all customers to participate.  The ALJ finds that the portfolio of programs proposed provides such a reasonable opportunity for participation.  Similarly, the ALJ finds that the Plan gives due consideration to the impact upon low-income customers, particularly by including four programs specifically targeting these customers.

E. Just, Reasonable, and in the Public Interest

42. The Settlement Agreement states that “[t]he Settling Parties state that reaching Stipulation in this docket by means of a negotiated settlement is in the public interest and that the results of the compromises and settlements reflected by the Stipulation are just, reasonable and in the public interest.”

43. The Stipulation is comprehensive in nature and resolves all necessary matters for purposes of this docket.  The ALJ finds that the Stipulation represents a just, equitable, and reasonable resolution of issues that were or could have been contested among the Parties in this proceeding.  Approval of the Settlement Agreement is just, reasonable, and in the public interest.  

44. The Verified Application, as modified by the Settlement Agreement, is approved and Public Service’s 2012-2013 DSM Plan, as filed on August 1, 2011 and modified by the Settlement Agreement, will be approved.

45. The breadth of expertise represented by the parties herein and the fact that they were able to reach a compromise as to the broad spectrum of represented interests (whether to support or not oppose) is strongly indicative that the public interest supports approval of the Settlement Agreement.

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

III. ORDER
A. The Commission Orders That:

1. The Joint Motion to Approve Stipulation is granted and the Settlement Agreement filed November 10, 2011, is approved.  A copy of the agreement is attached hereto as Appendix A.

2. The Stipulation and Settlement Agreement is incorporated by reference and made an order of the Commission as if fully set forth herein.  

3. Public Service Company of Colorado’s (Public Service or Company) Verified Application for Approval of Its Electric and Natural Gas DSM Plan for Calendar Years 2012 and 2013, as modified by the Settlement Agreement, is approved.

4. The Joint Motion to Modify Procedural Schedule and for Waiver of Response Time filed October 14, 2011 is denied as moot.

5. Public Service shall file, on not less than one day’s notice to the Commission, tariff sheets to implement, effective January 1, 2012, the gas and electric Demand Side Management (DSM) riders sufficient to recover the approved gas and electric DSM budgets for 2012.  

6. The gas DSM budgets of $13,218,332 for 2012 and $13,284,361 for 2012 are approved.

7. The Gas DSM energy target, as defined in Rule 4753(c), 4 Code of Colorado Regulations 723-4, is set at 435,054 Dekatherms for 2012 and at 428,309 Dekatherms for 2013.

8. The electric DSM budgets of $77,284,877 for 2012 and $83,033,783 for 2013 are approved.  As more specifically set forth in the Settlement Agreement, Public Service may incur costs of up to 113.8 percent and 113.5 percent of these budget amounts each year for 2012 and 2013, respectively, without being required to seek Commission approval of a Plan modification.  Public Service may modify its electric DSM Plan and budget as necessary to meet the DSM targets, in a manner consistent with the Settlement Agreement and Commission orders.

9. In Decision No. C11-0442, Docket No. 10A-554EG the Commission approved electric energy savings targets of 330 GWh for 2012 and 356 GWh for 2013.  This Decision, Decision No. R11-1236, Docket No. 11A-631EG, approves demand savings targets of 95.5 MW for 2012 and 87.9 MW for 2013 respectively.  The Settlement Agreement provides a reasonable means for the Company to address the approximately 11 GWh gap between its electric DSM Plan as currently designed for 2013 and the Commission’s established electric energy savings goal for that year of 356 GWh.  The demand savings targets include only the incremental demand reductions expected for the Company’s Saver’s Switch, Interruptible and Third-Party Demand Response programs.  For purposes of calculating financial incentives, the energy savings targets as set forth in Decision No. C11-0442 serve as the performance baseline.

10. The Company shall file a notice by November 1, 2012 informing the Commission and the Settling Parties of the plan for achieving the 356 GWh electric savings goals for 2013 and the costs associated with that plan.
11. The technical assumptions for 2012 and 2013, as presented in Appendix E to Exhibit No. LEG-1, are approved for developing a forecast of annual Demand Side Management Cost Adjustment expenditures, determining savings achieved (gross savings or “deemed savings”), determining program and portfolio cost-effectiveness, and for calculating the annual portfolio net economic benefits.

12. The updated avoided cost assumptions set forth in Appendix C of Exhibit No. LEG-1 admitted as part of Exhibit 2 are approved for purposes of determining program and portfolio cost effectiveness and for calculating annual portfolio net economic benefits.

13. Within 60 days of the effective date of this Recommended Decision, Public Service shall file an updated version of the approved DSM Plan reflecting changes by the Stipulation and Settlement Agreement and this Recommended Decision, together with an errata correcting any errors. 

14. 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.  

15. As provided by § 40-6-109, C.R.S., copies of this Recommended Decision shall be served upon the parties, who may file exceptions to it.  

a) If no exceptions are filed within 20 days after service or within any extended period of time authorized, or unless the 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.

b) If a party seeks to amend, modify, annul, or reverse basic findings 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.

16. If exceptions to this 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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