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I. BY THE COMMISSION

A. Statement

1. This matter comes before the Commission for consideration of Exceptions to Decision No. R12-0900 filed on August 23, 2012 by Black Hills/Colorado Electric Utility Company, L.P. (Black Hills or Company).  The recommended decision was issued by Administrative Law Judge (ALJ) Keith J. Kirchubel on August 3, 2012.   

2. Now being duly advised in the matter, we deny the exceptions. 

B. Discussion
3. On January 31, 2012, Black Hills filed an application (Application) for Commission approval of its electric demand-side management (DSM) plan for program years 2012-2013, 2014, and 2015.  Included in the Application was a Pre-Pay Metering Pilot Program (Pilot) for which Black Hills also sought Commission approval.  

4. On May 30, 2012, Black Hills filed a Stipulation and Settlement Agreement (Stipulation) resolving all outstanding issues related to the Application.  The signatories to the Stipulation included Black Hills, Staff of the Commission, the Office of Consumer Counsel (OCC), the Governor’s Energy Office, the Southwest Energy Efficiency Project, and the Energy Efficiency Business Coalition.  

5. On June 5, 2012, Cripple Creek & Victor Gold Mining Company and Holcim (U.S.), Inc. filed a response stating no opposition to the relief sought in the Application.

6. On July 12, 2012, a hearing was held in the Commission offices in regard to the details of the Stipulation.  The ALJ took the testimony of the parties under advisement.  

7. By Decision No. R12-0900, the ALJ approved all elements of the Stipulation with one exception:  the ALJ declined to approve the Pilot as part of Black Hills’ DSM Plan.

8. As grounds for denying the approval of the Pilot, the ALJ concluded that Black Hills had not demonstrated that the implementation of the Pilot is just, reasonable, and in the public interest as a DSM measure.  The ALJ explained that the Pilot had “not been adequately designed such that it can be implemented for the limited purpose of assessing its benefit as an energy-savings measure.”
  The ALJ further explained that “something more must be known about its potential to generate DSM benefits before the ALJ can conclude that such expense [the cost of the Pilot Program] is reasonable and warranted.”
  

9. In its exceptions, Black Hills claims that the ALJ’s reasoning in denying the Pilot is “classic ‘Catch-22’” logic, where the Company must first prove that the Pilot will result in actual energy savings before the Pilot could be approved.  Further, Black Hills argues that the evidence in the record shows that it is not possible to know the actual energy savings potential of the Pilot beforehand because the Pilot, along with its evaluation plan, must be deployed in order to determine how much energy the Pilot can save.  Black Hills explains that the Company did not claim energy savings in its 2012-2015 Plan and that the evaluation plan developed in the settlement process is intended to assess the Pilot’s potential as an energy savings measure.  

10. Black Hills reiterates in its exceptions that the two white papers the Company submitted in support of the Application demonstrate that pre-pay metering programs operated by utilities resulted in energy savings when compared to traditional “post-pay” metering.
  Black Hills also reiterates in its exceptions the testimony of several witnesses supporting the Pilot at the hearing.   

11. Finally, in response to the ALJ’s finding that the Pilot was not of limited cost due to the omission of the costs of the upgraded meters, Black Hills argues in its exceptions that such cost is immaterial to the approval of the Pilot, because the cost of the upgraded meters was not to be recovered through the demand side management cost adjustment (DSMCA) clause.  Black Hills reiterates the testimony of OCC Witness Dr. P.B. Schechter, who testified that the Commission would not have prejudged the prudency of expenditures by approving the Pilot, and there would be an obligation to demonstrate that costs were prudently incurred in a future rate case.  

C. Findings and Conclusions
12. We find that the central issue with respect to the Pilot is not whether the pre-pay metering concept has merit overall, but whether it is appropriate to introduce the Pilot as part of a DSM Plan and a request for approval of an increase in the electric DSMCA rider.  We question whether the Pilot is truly a DSM program versus an alternate billing method.  

13. Electric DSM regulation in Colorado has developed, first and foremost, with an emphasis on the benefits of energy efficiency programs to all customers.  In exchange for the societal value of such benefits, the law permits electric utilities not only to recover their costs for such programs through a DSMCA rider, but also have the ability to earn an incentive or bonus on the net economic benefits of the realized DSM energy savings from that program on an annual basis.  It is therefore incumbent upon the Commission to understand whether there is a real potential for DSM savings when deciding whether to admit costs for recovery through the DSMCA, and also to award an incentive should net economic benefits from the Pilot ultimately be included in the incentive calculation.  

14. Although we understand the potential for reduced energy consumption, we are concerned about the lack of data specific to Colorado to substantiate such claims.  We also remain unconvinced that the savings resulting from the budgeting behavior of the participating customers benefits all customers in the same way that DSM program savings benefit them.  

15. Further, we question whether the evaluation plan for the Pilot will provide statistically valid results with respect to the causal factors for savings.  We would have preferred to see a methodology that employs measures of statistical confidence, based on participation levels.  Along these lines, we agree with the ALJ that the very nature of a voluntary program, with influx and outflow of participants, is problematic with respect to the evaluation of the Pilot.   

16. We are also reluctant to approve the Pilot along with a corresponding presumption of prudence at the time of cost recovery.  According to Black Hills, the costs for the upgraded meters are not currently in base rates and would not be recovered through the DSMCA rider because such costs were not part of the $525,000 budget set forth in the Stipulation.  However, it is unclear whether Black Hills intends to recover the metering costs as part of its rate base in a future rate case.  The impact of a potentially significant cost on ratepayers thus remains unknown.   

17. In sum, we are unconvinced that the proposed Pilot, in its current form, should be approved as part of Black Hills’ DSM Plan. We therefore deny Black Hills’ exceptions.   

II. ORDER

A. The Commission Orders That:

1. The Exceptions to Decision No. R12-0900 filed by Black Hills/Colorado Electric Utility Company, L.P. on August 23, 2012 are denied, 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 
September 12, 2012.
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� Decision No. R12-0900, p.14, ¶56.


� Id., page p. 15, ¶58.


� Black Hills introduced white papers authored by Oracle and R.W. Beck, both published in March 2009, in Hearing Exhibit 1, Appendix F.
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