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I. BY THE COMMISSION

A. Statement
1. This Decision permanently suspends the effective date of the tariff sheets filed by Public Service Company of Colorado (Public Service or the Company) with Advice Letter No. 1686-Electric and directs Public Service to file a revised recycled energy service schedule (Schedule RE) with its next Renewable Energy Standard (RES) compliance plan no later than February 29, 2016.  

2. We deny, in part, and grant, in part, exceptions to Decision No. R15-0995 (Recommended Decision) filed by Staff of the Colorado Public Utilities Commission (Staff) and Public Service.  We deny the exceptions filed by Western Resource Advocates (WRA).  
We grant exceptions filed by Ormat Technologies, Inc. (Ormat). 

B. Procedural History and Background

3. Recycled energy is an eligible energy resource, which counts towards compliance with the RES.  See § 40-2-124(1)(a), C.R.S.  Recycled energy is produced by converting waste heat to electricity.  

4. Public Service requested Commission approval of a new Recycled Energy Program in its most recent RES compliance plan proceeding, Proceeding No. 13A-0836E.  As part of its proposal to implement the new program, Public Service sought to require customers with recycled energy facilities to take service on its standby service tariffs.  Public Service argued that the standby service tariffs allow it to recover the costs of providing standby capacity and energy to customers that generate their own electricity through recycled energy.  
In that proceeding, certain parties argued that recycled energy customers should not be required to take standby service.  

5. In our decision approving the Recycled Energy Program, we affirmed the Administrative Law Judge’s (ALJ) finding that recycled energy generators “appear to provide energy that is base load or less intermittent than other forms of distributed generation, which may provide additional benefits to customers and to the grid.”
  We also found that, because Public Service had not yet filed a tariff to implement its proposed Recycled Energy Program, the Commission was not in a position to determine whether the Company’s existing standby rates should apply to recycled energy customers.
  

6. On December 26, 2014, as part of our decision approving Public Service’s 2014 RES compliance plan, we directed the Company to file an updated tariff for its Recycled Energy program within 60 days.
  We also directed the Company to include testimony addressing its proposal to require recycled energy customers to take service under the existing standby tariffs.
  

C. Schedule RE

7. On February 23, 2015, Public Service filed Advice Letter No. 1686-Electric with Schedule RE.  The Company proposed that all customers operating recycled energy facilities must take service under Schedule RE.  The rate schedule provides customers with the Commission-approved incentive of $500/kW.
  Schedule RE also requires customers operating recycled energy facilities to take standby service.

8. Schedule RE, Sheet No. 95, requires customers to sign an Electric Standby Service Agreement under the Company’s applicable standby service rate schedules (Schedule SST, PST, or TST).  The standby tariffs provide customers with 12.3 weeks of “grace energy hours” and require customers to pay a monthly reservation fee for standby capacity.  Grace energy is the amount of standby service (a combination of hours of energy and capacity) that a customer can use without being assessed a monthly demand charge.  Once a customer exceeds the allotted grace energy hours, that customer is billed a monthly demand charge in addition to the energy charge.
9. In support of Schedule RE, Public Service argued that recycled energy facilities have similar characteristics to other non-intermittent electric generation facilities connected in parallel with the Company’s system.
  In support of the standby provision of Schedule RE, Public Service’s witness Scott Brockett testified that the Company must be ready to meet the needs of all standby customers at the same time.
  The Company states that the cost of providing standby service to recycled energy customers is the same as the cost of providing standby service to other on-site generators and that applying consistent cost causation principles requires recycled energy customers to pay the same standby rates.
  According to Public Service, any other tariff design results in a subsidy to recycled energy customers.

10. WRA and Public Service agree that recycled energy generators have high capacity factors.
  WRA concludes that, given the high capacity factor, recycled energy generators are much less likely to go offline in any given moment than traditional on-site generators
 and that Public Service’s assumption that all 40 MW of potential recycled energy generation may need to be backed up at the same time is not warranted.
D. Recommended Decision

11. On September 16, 2015, the ALJ issued a Recommended Decision approving Schedule RE with modifications to be made in a compliance tariff filing.  The Recommended Decision found that Public Service did not meet its burden to prove that the same standby tariff that the Company applies to other on-site generating customers results in just and reasonable rates to recycled energy customers, and therefore the ALJ recommended modifications to the tariff. 

12. The ALJ found that a recycled energy generator smaller than 500 kW in size represents a de minimis amount of Public Service’s total system capacity and that fluctuations caused by any unplanned outage can be met by Public Service’s existing resources.  Concluding that there is little cost for Public Service to back up these customers, the ALJ determined that recycled energy generators smaller than 500kW should not be required to take standby service and must be allowed to take service on the appropriate general service tariff.

13. For recycled systems above 500 kW, the ALJ found that the systems present less demand for standby service because of their high capacity factor.  Further, the ALJ agreed with WRA that Public Service likely would not need to meet the standby demands of all recycled energy customers at the same instant.
  The ALJ therefore recommended modifications to Schedule RE for recycled systems above 500 kW.

14. The ALJ concluded that the following changes to Schedule RE were necessary for a just and reasonable rate that allows Public Service to recover its costs of providing standby service to recycled energy customers: (1) exempt recycled energy facilities under 500 kW from the standby service requirement; (2) reduce the annual energy grace period to six weeks per year; (3) lower the monthly reservation fee based on that reduction in grace energy; (4) implement a daily demand charge; and, (5) pay customers 4.3 cents/kWh for excess energy placed on the grid.
,
  
15. Public Service, WRA, Staff, and Ormat timely filed exceptions to the Recommended Decision. 

E. Exceptions, Findings, and Conclusions

1. Standby Service for Recycled Energy Generators Smaller than 500 kW

16. The exemption from the requirement to take standby service allows customers with recycled energy facilities smaller than 500 kW to receive service from Public Service under the Company’s general service tariffs when the facilities are not operating at normal levels.  In its exceptions, Public Service argues that it will not recover the costs incurred to serve recycled energy generators smaller than 500 kW under its general service tariffs.  According to the Company, the costs to provide standby service to recycled energy systems smaller than 500 kW are more than de minimis when added together.
  The Company also argues that cost causation principles require recycled energy generators to take standby service under the existing tariff. 

17. Staff does not take exception to—but does not support—the ALJ’s finding that recycled energy customers with systems smaller than 500 kW should be exempt from taking standby service.  Staff agrees that Public Service can likely recover its costs through its general service tariffs, but argues that the record does not support the ALJ’s conclusion that 500 kW is the appropriate cut-off to exempt recycled energy systems from taking standby service.  Staff also suggests that these customers should have the option to choose to take standby service.  

18. In response to Public Service’s exceptions, WRA reiterates that Public Service can recover its “limited” costs to provide standby service to customers operating a recycled energy generator smaller than 500 kW through the Company’s demand charge in its general services tariffs.  WRA does not oppose Staff’s suggestion that small recycled energy customers should be able to choose whether they want to take standby service.

19. We find that Public Service did not demonstrate that it would be unable to recover a reasonable amount of costs if it serves recycled energy customers with facilities under 500 kW in size under its general service tariffs.  We affirm the ALJ’s determination that recycled energy systems smaller than 500 kW should not be required to take standby service.  We also agree with Staff’s exceptions that customers with facilities under 500 kW should be allowed standby service at their option, and therefore we grant that exception.  
2. Standby Service for Recycled Energy Generators between 500 kW and 10 MW

20. Public Service and Staff generally oppose all of the modifications to the proposed Schedule RE recommended by the ALJ.  We generally reject these exceptions and uphold the ALJ’s amendments to Schedule RE as set forth in the Recommended Decision.  

21. Notwithstanding our agreement with the ALJ on the principles for revising the proposed tariff, we agree with Public Service and Staff that the record in this proceeding does not provide the detail necessary to calculate rates for a compliance tariff filing that would be consistent with either the Recommended Decision or this Decision.  

22. Consistent with the specific findings and directives below, we direct Public Service to submit a revised Schedule RE in accordance with this Decision when the Company files its next RES compliance plan no later than February 29, 2016.
  
a. Shorter Grace Period and Lower Monthly Reservation Fee

23. Public Service states it will accept a reduction in the grace energy hours provided under Schedule RE.  However, Public Service asserts that the record does not contain substantial evidence to calculate the approved lower reservation fees.

24. Staff argues that recycled energy customers should not have a different grace energy allowance or monthly reservation fee than other on-site generators.  Staff agrees with the ALJ that there is a relationship between the amount of grace energy and the monthly reservation fee.  However, Staff argues that the ALJ did not specify the amount of grace energy that should be provided and that the record does not provide sufficient evidence to calculate the reservation fee.  Finally, Staff asserts that a lower reservation fee provides an unwarranted, additional incentive to recycled energy customers.

25. WRA states it presented uncontested evidence that recycled energy systems can limit their required and accidental down time to six weeks per year (~1,008 hours), which justifies a lower monthly reservation fee of $4.50/kW.
  WRA argues that the reduced grace energy hours and reduced monthly reservation fee will allow Public Service to recover its costs to provide backup service when recycled energy systems are offline.  WRA also disputes Staff’s assertion that a reduced monthly reservation fee provides an extra incentive.

26. We find that WRA provided sufficient testimony that recycled energy systems can limit their down time to six weeks.  Public Service does not oppose the reduction in grace energy.  We affirm the ALJ’s conclusion that Schedule RE should provide six weeks of grace energy annually.
27. No party disputes that there is a relationship between the grace energy and the reservation fee.  Nevertheless, we agree with Public Service and Staff that the record does not provide enough support for us to approve a reservation fee based on six weeks of grace energy hours.  We direct Public Service to calculate a lower monthly reservation charge based on six weeks of grace energy and to file a revised recycled energy tariff with the Company’s next RES plan.
  Further, we direct the Company to show that its proposed monthly reservation fee account for the high capacity factor of recycled energy facilities, and that the tariff as a whole does not result in any additional incentive to those customers.

b. Daily Demand Charge 

28. Public Service opposes applying a daily, versus a monthly, demand charge to recycled energy customers and asserts the record does not contain substantial evidence on how daily demand charges should be structured.  

29. Staff argues that the record does not show that recycled energy generators have a higher capacity factor than other generators taking standby service, and that absent this, Public Service’s cost to provide standby service for recycled energy is no different than its cost to provide that service to other customers taking standby service.  Staff also argues that the record does not contain sufficient evidence to calculate the daily demand charge.  
30. In its response to exceptions, WRA disagrees with Staff’s statement that Public Service recovers the costs to provide standby capacity through a demand charge.  According to WRA, Public Service recovers those costs through a monthly reservation fee.
  WRA asks the Commission to disregard Staff’s exceptions that link recovery of standby capacity costs through a demand charge.  
31. WRA states that its witness Neil Kolwey presented uncontested evidence that recycled energy generators have a higher capacity factor than other types of on-site generators.
   WRA argues that this evidence supports a daily demand charge instead of monthly demand charges because the outages are likely to be shorter.  WRA further argues that a Regulatory Assistance Project (RAP) study in the record provides an equation to calculate a daily demand charge.

32. We find that WRA presented evidence that recycled energy generators have a high capacity factor and affirm the ALJ’s determination that a daily demand charge is appropriate and will enable the Company to recover its costs of providing standby service to recycled energy customers.

33. We agree with Public Service and Staff that the record evidence does not establish the appropriate level of a daily demand charge; the record is insufficient to conclude that the RAP method would result in a just and reasonable rate.  We therefore direct Public Service to include a daily demand charge, and supporting evidence for its chosen method for calculating that charge, in the revised recycled energy tariff that the Company must include with its next RES plan.
c. Excess Energy Rate 

34. Public Service states that it accepts a tariff with higher payments than it originally proposed for excess energy from recycled energy customers.

35. Staff argues that the excess energy rate should equal only the energy rate (0.5 cents/kWh), not the energy rate plus avoided costs (3.8 cents/kWh).

36. WRA’s response asserts that the excess energy rate in Public Service’s existing standby tariffs is designed to accommodate incidental energy exports and that the higher excess energy rate approved by the ALJ is fair compensation for the more constant energy from recycled energy customers.  

37. We agree with WRA and note that Public Service does not oppose this change. Consistent with the ALJ’s decision, Public Service is directed to use an excess energy rate of 4.3 cents/kWh in its revised recycled energy tariff filing.
3. Load-Shedding Demand Response

38. WRA argues the approved Schedule RE tariff does not permit recycled energy customers to reduce their monthly demand charge by shedding-load in the event of an outage.  WRA asks the Commission to modify Schedule RE to allow recycled energy customers to avoid paying a monthly demand charge by submitting a load-shedding plan to Public Service and reducing consumption instead of taking backup service. 

39. In response, Public Service states that it agrees with the ALJ’s determination that under the Company’s existing standby tariffs, customers are already permitted to reduce load.

40. We deny WRA’s exception and affirm the Recommended Decision.  
We agree with the ALJ that customers can use demand response without a load-shedding provision in the tariff.  Thus, there is no need to require the Company to add specific language to the tariff. 

4. Uncontested Modifications to the Recycled Energy Tariff
41. Ormat made several unopposed recommendations for modifications to Public Service’s proposed Schedule RE.  The Recommended Decision states that the Company agrees to Ormat’s modifications, but it does not require the Company to implement the modifications in the final tariff.  Ormat requests that the Commission clarify that Public Service must modify its recycled energy tariff: to allow recycled energy facilities to generate more than 100 percent of the customer’s load; to state that excess energy is owned by the customer; and, to require the interconnection process to include discussions between the customer and Public Service.

42. We grant Ormat’s exceptions and clarify that Public Service is required to include the above modifications in its recycled energy tariff submitted in the Company’s next RES compliance plan proceeding.

5. Statutory Notice 

43. Public Service argues that the ALJ’s modifications to Schedule RE effectively alter the Company’s existing standby tariffs, which could impact all customers receiving standby service.  Public Service argues that any changes to its standby tariffs—even if the changes affect only recycled energy customers—should be made in a Phase II rate case where all standby customers can participate.  

44. Staff argues that, because other standby customers are similarly situated to recycled energy customers, they should have been provided notice of this proceeding and that the Recommended Decision’s modifications to standby rates may violate statutory notice requirements.  
45. WRA argues the notice was sufficient because this proceeding is limited to setting tariffed rates for recycled energy customers and does not change the current standby tariffs.

46. We agree with WRA that the changes to the proposed recycled energy tariff required by the Recommended Decision do not affect the Company’s existing standby tariffs, nor do they affect the existing standby customers.  The ALJ found, and we agree, that recycled energy customers are different from other on-site generators.  Further, the standby rates to be paid by recycled energy customers will be contained in a recycled energy tariff and not in the Company’s existing standby tariffs.  Because the rates, terms, and conditions in Schedule RE do not affect current standby customers, the notice in this proceeding was proper.  
We deny Staff’s and Public Service’s exceptions.  
6. Timing of a Compliance Filing 

47. WRA requests that the Commission specify that the compliance filings required by the Recommended Decision are due no later than 60 days following a final Commission decision.  We deny WRA’s exception as moot because we have determined that a compliance filing is not appropriate given the record in this proceeding.  Instead, Public Service must file a new recycled energy tariff with its next RES compliance plan proceeding. 
7. Information in Next Filing

48. The recycled energy program was originally proposed and approved as part of Public Service’s 2014 RES Plan.  The updated filing that we require by this Decision will result in a third proceeding that addresses this program.  Despite the Commission’s efforts and resources, the previous records have not provided information sufficient for us to understand the size of the potential market for recycled energy in Public Service’s territory.  Despite the lack of even the most basic information about the number of customers, we do not require a market potential study, and conclude the expense of such a study would not be in the public interest.  Instead, we direct Public Service to use internal resources to provide an estimate of the information required by this Decision.
49. As part of its updated recycled energy tariff filing, Public Service shall include details about the number of its customers who may be eligible to take service under the revised Schedule RE.  For example, the Company should provide information about the number of its customers who could convert waste heat or pressure to electricity and therefore would meet the definition of a recycled energy generator.  We are particularly interested in understanding how many customers may install systems: (1) under 500kW in size; and (2) between 3 MW and 5 MW in size.  

50. Parties seeking to intervene in Public Service’s next RES Plan proceeding and to address the recycled energy program should be prepared to educate the Commission about the likely market size for facilities that may seek to take service under Schedule RE. 
II. ORDER
A. The Commission Orders That:

1. The effective date of the tariff sheets filed by Public Service Company of Colorado (Public Service) with Advice Letter No. 1686-Electric (Schedule RE) are permanently suspended and shall not be further amended.

2. Consistent with the discussion above, Public Service is ordered to file a revised Schedule RE consistent with the findings and directives of this Decision with its next Renewable Energy Standard compliance plan to be filed no later than February 29, 2016. 

3. Exceptions to Decision No. R15-0995, filed by Public Service on October 6, 2015, are granted, in part, and denied, in part, consistent with the discussion above. 

4. Exceptions to Decision No. R15-0995, filed by Staff of the Colorado Public Utilities Commission on October 6, 2015, are granted, in part, and denied, in part, consistent with the discussion above. 

5. Exceptions to Decision No. R15-0995, filed by Western Resource Advocates on October 6, 2015, are denied consistent with the discussion above. 

6. Exceptions to Decision No. R15-0995, filed by Ormat Nevada, Inc., on October 6, 2015, are granted consistent with the discussion above. 

7. The 20-day period provided 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 Decision.

8. This Decision is effective on its mailed date.

B. ADOPTED IN COMMISSIONERS' WEEKLY MEETING
November 4, 2015.
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