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I. STATEMENT
A. Procedural Background
1. On July 2, 2012, Public Service Company of Colorado (Public Service or Company) filed an Application to Extend Electric and Gas Quality of Service Plans (Application).  Public Service seeks an extension of its electric and gas Quality of Service Plans (QSPs) an additional three years through December 31, 2015.  

2. The principal purpose of the electric QSP is to provide Public Service with incentives to maintain the reliability of its electric distribution system in each of the Company’s nine Colorado operating regions.  The electric QSP provides for a process for setting annual region-specific performance thresholds to measure distribution system reliability and provides for bill credits to affected customers if Public Service fails to maintain service in accordance with those thresholds for two consecutive years.  The electric QSP also includes performance thresholds and provides for bill credits in the event those thresholds are not met in any one year.

3. In addition, the electric QSP includes reporting requirements which provide the Commission with an illustration of Public Service’s electric system reliability and its performance in working with its customers.

4. Public Service’s gas QSP sets a maximum tolerance for meter reading errors and a maximum response time for permanent repairs of customer reported gas leaks.  

5. Public Service states that while it is under no obligation to extend the existing electric and gas QSPs beyond 2012, it chose to seek approval to do so because the current QSPs are generally working as intended, and due to the Commission’s recent approval of a multi-year rate plan for its retail electric customers, it sought approval for a three-year extension of the plans.

6. Attached to Public Service’s Application is Exhibits 1 and 2.  Exhibit 1 is the tariff sheets which set out the terms and conditions for the electric QSP.  Exhibit 2 is the natural gas tariff sheets which set out the terms and conditions for the gas QSP.

7. On July 6, 2012, the Commission issued notice of the Application to all interested persons, firms, or corporations.  The notice provided that any party that wished to seek intervenor status in this matter was required to file a petition for leave to intervene to become a party within 30 days of the date of the notice, or by August 6, 2012.
8. Intervenors in this matter include Staff of the Commission and the Colorado Energy Consumers (CEC).

9. On August 15, 2012, at the Commission’s Weekly Meeting, the Application was deemed complete and the matter was referred to an Administrative Law Judge (ALJ) for disposition.  The matter was subsequently assigned to the undersigned ALJ.

10. By Interim Order No. R12-0986-I issued August 20, 2012, a pre-hearing conference was set for September 5, 2012.  

11. By Interim Order No. R12-1032-I issued September 4, 2012, a procedural schedule proposed by the parties was adopted which, among other things, set a deadline for filing a stipulation or settlement agreement for January 18, 2013, and set an evidentiary hearing for January 28 and 29, 2013.  In addition, Public Service agreed to waive the 210-day statutory deadline in which to issue a final Order in this matter pursuant to § 40-6-109.5(3), C.R.S.  Public Service was also authorized to maintain in effect the current gas and electric QSPs until the issuance of a final Order in this matter is effective.

12. By Interim Order No. R12-1278-I issued November 2, 2012, the adopted procedural schedule was modified to extend all the deadlines previously adopted in Interim Order No. R12-1032-I.  The parties requested the modification to the procedural schedule because they were involved in settlement negotiations and needed additional time to focus on those negotiations.  

13. Interim Order No. R12-1427-I issued December 12, 2012, granted a second motion to modify the procedural schedule further extending the procedural deadlines.  The parties requested the additional time in order to continue settlement negotiations.

14. Interim Order No. R13-0139-I issued January 28, 2013, granted the third motion to modify the procedural schedule extending the procedural deadlines adopted in Interim Order No. R12-1427-I.  Public Service requested this extension of the procedural schedule due to the press of business and personal matters which prevented the parties from moving forward with settlement discussions.  The deadline to file a stipulation or settlement agreement was extended to April 26, 2013, and an evidentiary hearing was scheduled for April 30, 2013 through May 1, 2013.

15. Interim Order No. R13-0399-I issued April 5, 2013, granted a fourth request, this time filed by CEC to set aside the deadlines for the filing of answer testimony and 
rebuttal/cross-answer testimony.  The remainder of the procedural schedule as adopted in Interim Order No. R13-0139-I remained in effect.

16. Interim Order No. R13-0502-I issued April 29, 2013, granted a fifth request to modify the procedural schedule in this proceeding.  Both CEC and Public Service sought to modify the procedural schedule by requesting to vacate the existing deadlines in this proceeding and committing to file on or before May 10, 2013, a stipulation and/or settlement agreement, or alternatively, a motion establishing a procedural schedule including new hearing dates.

17. On May 10, 2013, Public Service and CEC filed an Unopposed Motion to Approve Continuation of the Existing QSP Together with the Attached Settlement Agreement Addressing Issues Raised by CEC (Motion).  Public Service and CEC request that the Company be allowed to continue the existing QSP through December 15, 2015, and approve the attached Settlement Agreement reached between Public Service and CEC which provides for a study of power quality issues as they affect certain members of CEC.  

II. FINDINGS OF FACT
18. Subsequent to the filing of its Application, Public Service filed the direct testimony and exhibits of several witnesses, including Mr. Scott B. Brockett, Mr. Adam J. Burnoski, Mr. Tommy Gallegos, and, Mr. Ward M. Scharmer.

19. According to Mr. Brockett’s testimony, the purpose of this Application is to continue the current electric and natural gas QSPs without modification through December 31, 2015, pursuant to informal commitments Public Service made to the signatories to the settlement agreement reached in the Company’s most recent Phase I electric rate case in Docket 
No. 11AL-947E.  Mr. Brockett maintains that Public Service intends to continue with the electric QSP for the duration of the multi-year rate plan (MYP) approved in that docket to ensure that the incentive created by the MYP and the associated earnings test for the Company to contain costs did not adversely affect the reliability or quality of its electric service.  With this filing, the Company proposes to continue its current gas QSP as well.  Mr. Brockett advises that continuing the QSP will also ensure that the Commission is provided data to monitor Public Service’s performance in delivering electric and gas service to its customers.

A. Electric QSP

20. The electric QSP is described by Mr. Brockett as an incentive for the Company to maintain the reliability of its electric distribution system in each of Public Service’s nine Colorado operating regions.  It includes a process for setting annual region-specific performance thresholds dubbed “Reliability Warning Thresholds” (RWTs), which measure distribution system reliability.  In addition, the QSP provides for bill credits to affected customers if Public Service fails to maintain service pursuant to those thresholds in any region for two consecutive years.  Performance thresholds are also contained in the electric QSP which provide for bill credits for the Company’s failure to meet thresholds related to the number of customer complaints, telephone response times, and electric service interruptions.

21. The maximum total bill credit under the electric QSP is $11 million annually, distributed among the QSP performance measures as follows:

Regional System Reliability

$7.064 million

Customer Complaints


$1 million

Telephone Response


$1 million

Electric Service Continuity

$1 million

Electric Service Restoration

$1 million

22. Mr. Brockett provides a brief history of the QSP, which was developed as a component of Public Service’s regulatory plan when it merged with Southwestern Public Service Company to form New Century Energies, Inc. in 1996, which was approved by the Commission by Decision No. C96-1235 in Docket No. 95A-531EG issued November 29, 1996.  The QSP was incorporated in the merger approval to ensure that Public Service maintained adequate and measurable service levels by discouraging cost savings at the expense of quality of service.  The QSP includes performance measures for customer complaints received by the Commission, telephone response time by the Company’s customer call center, and electric service unavailability.  The QSP was to remain in effect for five years commencing in 1997.

23. The electric QSP was subsequently extended in Docket No. 99A-377EG which was an application requesting approval of a merger of New Century Energies, Inc. with Northern State Power Company to form Xcel Energy, Inc. (Xcel Energy) in 1999.  Among other things, including approval of a settlement agreement, the Commission approved an extension of the electric QSP by Decision No. C00-0393 issued April 24, 2000, which extended the electric QSP through December 31, 2006.

24. The electric QSP was redesigned in Docket No. 05A-288E in which Public Service reached a settlement agreement which altered the electric QSP by including performance thresholds and bill credit provisions as described above, as well as including several reporting requirements to allow the Commission to effectively monitor Public Service’s customer service standards.

B. Natural Gas QSP

25. The natural gas QSP was developed in connection with the approval of the merger which formed Xcel Energy as described above.  A settlement agreement reached in that merger approval process proposed a gas QSP measure to be in effect from 2002 to 2007 and established a Leak Permanent Repair (LPR) service metric.  The LPR is described as a two-tier measure.  The first tier is the total system average of the total number of days to permanently repair a leak that cannot exceed 9.77 days.  The second tier is the total system average number of days for the top 10 percent of LPR repair time which cannot exceed 78.79 days.  A bill credit is applied whenever either benchmark is exceeded.

26. The Commission established an additional metric related to meter reading errors based on a percentage of the number of manual meter reading errors found by customers in relation to the number of meters read.  This metric applies to both electric and gas service.  Public Service is required to file semi-annual reports on April 1 and August 15 of each year detailing its performance under the gas QSP.  

27. While the maximum bill credit was initially established at $1 million, the gas QSP contains a ratchet mechanism whereby the total bill credit may be increased annually in increments of up to $500,000 to a maximum of $3 million if the metrics have been exceeded in the prior year.  If the service improves, the bill credits can be ratcheted down each year by up to $500,000, provided that Public Service’s minimum annual exposure under the gas QSP remains at $1 million.

28. Public Service is of the opinion that the electric and gas QSPs are effectively meeting their original goals.  In addition, the QSPs create transparency associated with the reports Public Service provides to the Commission and interested parties on a regular basis.  Mr. Brockett concludes that both QSPs have been working well and the electric QSP has focused Company resources on identifying the causes of reliability issues within Public Service’s ability to control.  

29. For example, in Mr. Burnoski’s testimony, he addresses the telephone response time metric measures.  That metric requires 70 percent of customer service phone calls to be answered within 45 seconds.  Mr. Burnoski notes that since 2007, the first year of the current QSP, Public Service has achieved the performance year target of 70 percent of telephone calls answered in 45 seconds or less.  He further notes that for both 2010 and 2011, 99.7 percent of all Colorado customer calls handled by a customer service representative were answered within five minutes.

30. Public Service also utilizes an automated phone system with live customer service representatives to route simpler transactions to the automated system, while representatives handle more complex transactions.  Customer satisfaction is measured using “Voice of the Customer,” an internal satisfaction research instrument.  Mr. Burnoski notes that overall customer satisfaction with their contact center transactions has improved from approximately 72 percent in 2006 to approximately 81 percent as of the first half of 2012.

31. Mr. Gallegos addresses the Company’s methodology for monitoring and reporting customer complaints.  He states that Public Service proposes to maintain the current QSP metric of 0.8 complaints per 1,000 customers annually, as well as the current reporting requirements.  

32. Complaints are defined as contacts to the Commission’s External Affairs Section by customers, classified as objection, not in compliance, or compliance.  Mr. Gallegos explains that Public Service works closely with the Commission’s External Affairs Section to ensure that it is tracking the same numbers of complaints as the Commission, and to ensure it is responding to its customers’ concerns.  

33. In order to be responsive to customer complaints, the Company identifies the “root cause” through internal business area teams in order to correct problems or issues Public Service identifies as under its control to fix or resolve through process change or employee training.  Mr. Gallegos points out that Public Service has reduced the number of customer complaints from approximately 1,198 in 2006 to approximately 412 in 2012.  

34. Public Service proposes to continue to monitor and track customer complaints to the Commission’s External Affairs Section against a benchmark of 0.8 complaints per 1,000 customers per year, and will continue to submit quarterly and annual reports of the total number of complaints to the Commission’s External Affairs Section broken down by type of complaint using the current categories utilized by the Company.

35. Under the current QSP, the primary measure of system average reliability is the System Average Interruption Duration Index (SAIDI) associated with Ordinary Distribution Interruptions (ODIs) for each of Public Service’s nine operating regions.  ODIs are generally defined as sustained interruptions greater than 300 seconds which originate on Public Service’s primary or secondary electric distribution system, excluding interruptions which commence on Major Event Days (MEDs)
 and other classes of interruptions identified as Extraordinary Distribution Interruptions.
  

36. According to Mr. Scharmer, Public Service attempts to maintain the reliability of electric service in each operating region so that the SAIDI-ODI in a performance year does not exceed the established RWT for that region.  The current QSP included electric continuity and restoration thresholds to measure the level of service delivered to individual customers in Public Service’s operating regions.  While the electric continuity and restoration thresholds initially applied only to the four operating regions where Public Service had installed its Outage Management System (OMS), since 2007, the Company has installed the OMS in the remaining operating regions and extended the applicability of the localized metrics to all nine of Public Service’s Colorado operating regions.

37. Public Service pays a $50.00 bill credit to each customer in an OMS region who experiences more than five interruptions, excluding interruptions beginning on a MED, or public damage interruptions.  Public Service also pays a $50.00 bill credit to each customer in an OMS region for each instance in which electric service is not restored within 24 hours following an interruption, excluding interruptions beginning on a MED, public damage interruptions, or interruptions originating at a generation or transmission facility upstream from Public Service’s substation distribution transformers.  The maximum liability for bill credits under the Electric Continuity and Restoration Threshold is limited to $1,000,000 for each threshold.

38. Mr. Scharmer provides that by continuing to monitor and track the SAIDI, Public Service is able to ensure the electric distribution system continues to operate at an acceptable level of reliability, as well as providing the Company the ability to assess reliability trends, and compare reliability performance of different regions within Public Service’s service territory, as well as with industry data.  Under the current QSP, Public Service is also better able to detect and remedy pockets of poor performance where customers may be experiencing substantially different electric service than the Company’s average customer.

39. Mr. Brockett concludes that the QSPs have provided a means for Public Service to take the appropriate steps to remediate those issues.  The QSPs have also allowed the Company to improve customer service by tracking customer complaints to the Commission, its telephone response times, permanent gas leak repair, and tracking meter reading errors.  Finally, Mr. Brockett touts the reports Public Service files with the Commission as providing meaningful data from which the Commission can monitor and track the service the Company is providing to its customers.  Mr. Brocket concludes that all these reasons are grounds to continue the electric and gas QSPs for an additional three years or through December 31, 2015.

C. Settlement Agreement

40. On May 10, 2013, Public Service filed an Unopposed Motion to Approve Continuation of the Existing QSP Together with the Attached Settlement Agreement Addressing Issues Raised by CEC (Motion).  A Settlement Agreement between Public Service and CEC was filed contemporaneously with the Motion. 

41. The Settlement Agreement is based on concerns raised by several of CEC’s members regarding various power quality issues including, but not limited to, outages, momentary outages, harmonic distortion, and voltage sags and surges.  Public Service and CEC agree that both parties would benefit by additional information to assess whether and how to address those power quality concerns.  It is hoped that the additional information would help resolve concerns such as the cause or reason for disturbances; whether the basis for concern is on the Company’s side of the meter, the customer side of the meter, or both sides (or neither); the frequency with which those issues arise; and, the magnitude of the problem and any of the attendant consequences.

42. The basis of the Settlement Agreement is also rooted in an understanding that power quality issues are complex and sometimes beyond Public Service’s ability to control and may be difficult or impossible to mitigate or resolve.  Further, it is understood by the settling parties that resolving such power quality issues may result in increased costs and other consequences for both Public Service and its customers.

43. The main points of the Settlement Agreement are as follows.  Initially, the settling parties agree to the continuation of the QSP through December 31, 2015.  As requested by CEC, Public Service also agrees to conduct a power quality study for four study participants over an 18 to 24-month period beginning upon the effective date of a final Commission Decision approving the terms of the Settlement Agreement.  Each study is to focus on the particular power quality issues, needs, and interests of the respective participating CEC member and may include multiple premises.  The design of each power study is to be dependent upon the study participant’s individual power quality issues.

44. A power quality study will be composed of three periods – an initial set-up period lasting four to six weeks; a monitoring and assessment period lasting approximately eight months (which could be extended an additional four months); and a mitigation study period lasting approximately two months.  

45. During the initial set-up period, Public Service and the study participant will exchange relevant information on various issues such as the study participant’s historic power quality issues and prospective power quality concerns, any potentially affected equipment and any previous studies performed by Public Service with respect to the power quality disturbances at issue.  During this initial set-up period, the study participant and the Company will also discuss the installation of equipment to measure, track, and archive power quality at the points of delivery, including voltage and current waveforms.

46. During the monitoring and assessment period, Public Service will monitor the power quality delivered to the study participant and gather and analyze all waveform data.
  Public Service will also work with the study participant to attempt to determine the root cause of any disturbances.

47. During the mitigation period, Public Service will assess the collected data with the study participant and work in good faith to identify cost-effective remedies or mitigation measures.  When power quality disturbances are discovered to be caused by Public Service’s equipment, the Company agrees to implement at its expense, a reasonable and prudent utility action necessary to remedy the issue.  If the power quality disturbance is found to be due to the participant’s equipment, the participant is to be advised of a commercially reasonable action to remedy the problem.  The participant may elect not to take action to remedy the issue, but must notify Public Service of such a decision.

48. If at any time during the study, information is claimed to be confidential, Public Service and the study participant agree to execute a non-disclosure agreement pursuant to 
Rule 4 Code of Colorado Regulations 723-1-1100 of the Commission’s Rules of Practice and Procedure.

49. Within 90 days following the conclusion of the mitigation study period associated with the last study conducted under the terms of this Settlement Agreement, Public Service and CEC agree to report the results of the study and to file the report with the Commission.

D. Conclusions

The history of Public Service’s electric and gas QSPs is well documented.  The original intent of the QSP was to ensure there was no degradation in customer service and delivery of electric and gas service as a result of the mergers occurring at that time.  The 

50. program, as the Commission recognized in Decision No. C06-1303 in Docket No. 05A-288E issued November 6, 2006, “has nonetheless become an essential component of any incentive regulatory program.”  

51. In Docket No. 05A-288E, while the Commission expressed some concern regarding the Company’s service quality, it nonetheless approved (with some modifications) a SAIDI Settlement in that case, because the parties had agreed to additional reporting requirements for Public Service which the Commission found critical to maintain a fair and comprehensive QSP program over the long run.  Despite concerns raised by the Commission in that proceeding, it found the approach to developing the SAIDI Settlement, which concentrated on improving system reliability, appropriate. Id. at ¶ 43, p. 14.  The Commission also directed that parties “should consider a direct link to the QSP requirements as a part of any incentive regulatory program(s) implemented at that time.” Id. at ¶40, p. 13.

52. The Commission also ordered Public Service to file an application to continue its QSP program on or before January 31, 2010.  Public Service made such a filing and the application was approved by Decision No. C09-1159 in Docket No. 09A-497EG, issued October 13, 2009.  In that Decision, the Commission, with limited comment, approved the application for an extension of the electric and natural gas QSP until December 31, 2012.

53. While the Commission did not order Public Service to seek another approval for the continuation of the QSP in Decision No. C09-1159, the Company nonetheless filed this Application for approval to extend the current electric and natural gas QSP through December 31, 2015.  

54. The Commission has twice approved the current electric and natural gas QSP as being in the public interest.  There is no reason here to deviate from those findings, especially under the circumstances of the Settlement Agreement in this proceeding, which provide for additional power quality studies over the next 18 to 24 months for certain CEC members.  It is found that the power quality studies will provide additional data which may result in 
cost-effective remedies and mitigation measures addressing power quality disturbances.  While those studies are limited to a few CEC members, it is anticipated that at some point, the lessons learned may be transferable, to some degree, to the larger Public Service customer base.  

55. As a result, good cause is found to approve the terms of the Settlement Agreement without modification as being in the public interest.  Public Service’s current QSP program will be extended through December 31, 2015 as proposed in the Application.  

56. In accordance with § 40-6-109, C.R.S., it is recommended that the Commission enter the following order.

III. ORDER

A. The Commission Orders That:

1. The Unopposed Motion to Approve Continuation of the Existing Quality of Service Plan Together with the Attached Settlement Agreement Addressing Issues Raised by Colorado Energy Consumers (CEC), filed by Public Service Company of Colorado (Public Service) and CEC is granted.

2. The Settlement Agreement between Public Service and CEC attached to this Order as Attachment A is approved in its entirety without modification.

3. Public Service’s existing Quality of Service Plan shall continue through December 31, 2015. 

4. Public Service’s tariff Colorado PUC No. 7 Electric Quality of Service Plan shall be updated to indicate that it is extended to December 31, 2015.

5. Public Service’s tariff Colorado PUC No. 6 Natural Gas Quality of Service Plan shall be updated to indicate that it is extended to December 31, 2013.

6. 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.

7. 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.

a.)
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.

b.)
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 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.

8. 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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Doug Dean, 
Director
	THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO


PAUL C. GOMEZ
________________________________
                     Administrative Law Judge




� $7.064 million is allocated among Public Service’s nine operating regions based on the number of customers in each operating region.  Regarding electric service continuity and electric service restoration, the QSP provides for $50.00 payments to customers who experience either multiple interruptions (more than 5) or long duration interruptions in excess of 24 hours in any calendar year up to a maximum of $1 million for each threshold.


� Mr. Burnoski indicates that call response performance is measured by the Company’s automatic call distributor which measures the percentage of calls answered in 45 seconds during any given time period.


� MEDs are determined based on the Institute of Electrical and Energy Engineers (IEEE) Standard �1366-2003 Guide for Electric Power Distribution Reliability Indices published by the IEEE.  All interruptions that begin on a MED are excluded in calculating SAIDI-ODI.  Mr. Scharmer admits that the IEEE normalization method is not universally adopted; however, it has gained some acceptance throughout the United States and has been adopted by some utilities and public utility commissions to measure reliability performance.


� EDI excluded from ODI include interruptions that are the result of third-party damage to facilities, planned interruptions where Public Service has provided proper advance notice of the interruption, and interruptions that commence or are extended due to a government order to protect public safety.


� Any monitoring equipment to be installed during this period is to be installed on Public Service’s side of the meter and the Company is to provide and install any equipment for the study participant at Public Service’s cost, and work with the participant to prevent (as much as possible) any outages or other impacts to the participant.  In the event that it is agreed that it is necessary to install monitoring equipment on the study participant’s side of the meter, that equipment is to be installed at the study participant’s expense and is to meet specifications agreeable to Public Service. 


� Public Service agrees to work specifically with Suncor Energy (U.S.A.) Inc. (Suncor) to determine the root cause of disturbances experienced by Suncor since July 2010.  
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