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I. BY THE COMMISSION

A. Statement

1. This Decision denies, in part, and grants, in part, the exceptions to Decision No. R16-1088 (Recommended Decision) filed by Public Service Company of Colorado (Public Service or Company) on December 12, 2016.  
2. We deny Public Service’s requests to modify the Recommended Decision. However, as discussed below, we clarify Decision No. R16-1088 by entering additional findings supporting the requirement that Public Service file applications for approval of the regulatory treatment of new types of short-term electric energy transactions in the future. The Recommended Decision is adopted as modified by this Decision.

B. Discussion

3. On April 18, 2016, Public Service filed a Verified Application for approval of the proposed treatment of cost savings resulting from the Joint Dispatch Service Agreement (JDA) and for approval of the proposed filing requirements (Application).  The Company requests that the Commission determine that the energy sales under the JDA are Generation Book (Gen Book) transactions within the scope of Public Service’s Policy for Resource Management and Cost Assignment for Short-Term Electric Energy and Renewable Energy Credit Transactions (Trading Business Rules).   Public Service further seeks Commission approval of sharing the margins from the energy sales under the JDA in accordance with the 90 percent to customers and 10 percent to shareholders sharing of Gen Book sales margins.  The Company also seeks approval of its proposed accounting treatment for the JDA-related capital costs (including amortization), the JDA-related Operating and Maintenance (O&M) expenses, and the Management Fee that the Company will receive under the JDA.  Public Service further seeks an order identifying the JDA-related reports the Company must file with the Commission.  

4. Public Service, Colorado Energy Consumers (CEC), and Staff of the Colorado Public Utilities Commission (Staff) are the parties in this Proceeding.

5. On November 30, 2016, Administrative Law Judge (ALJ) Mana L. 
Jennings-Fader issued Decision No. R16-1088 granting the Application, in part.  The ALJ adopted, with certain modifications, the accounting treatment proposed by Public Service for the Management Fees received by Public Service pursuant to the JDA, for JDA-related capital costs, and for JDA-related O&M expenses.  She also adopted, with certain modifications, the filing requirements to which Public Service agreed during the course of the proceeding.  The ALJ granted the Company’s request to include the JDA transactions in its Electric Commodity Adjustment (ECA), finding that the Company should be directed to pass through the ECA 100 percent of the JDA transactions-related savings to Public Service’s electric customers.  However, the ALJ denied Public Service’s request to account as Gen Book transactions the purchases and sales it makes pursuant to the JDA.  By denying that request, she also rejected Public Service’s request to retain 10 percent of the margins associated with JDA transactions. Finally, the ALJ required the Company to file applications for approval to treat new types of transactions as transactions under the Trading Business Rules.
6. On December 12, 2016, Public Service filed Exceptions to Decision 
No. R16-1088 requesting that the Commission grant the Application.  Public Service argues that JDA transactions are within the scope of trading products the Commission authorized when approving a settlement in Proceeding No. 99A-557E (2000 Agreement).  Public Service further argues that JDA transactions are, in fact, Gen Book transactions permitted under the Company’s Trading Business Rules and that allowing an incentive on JDA transactions (i.e., allowing Public Service to retain 10 percent of the associated margins) puts those transactions “on equal footing” as other Gen Book trades that provide margins to the Company.  Public Service also requests that the Commission not require the Company to file applications for approval to treat new types of transactions as transactions under the Trading Business Rules.
7. On December 19, 2016, Staff filed a response to Public Service’s exceptions.  Staff supports the ALJ’s findings that Public Service has not met its burden of proof to establish either that the JDA transactions are Gen Book transactions within the Trading Business Rules or that the JDA transactions are within the scope of the products that the Commission approved in the 2000 Agreement.  Staff also agrees with the ALJ that Public Service has not met its burden of proof to establish that margin sharing is appropriate for the JDA transactions.  Staff asserts that the case amounted to nothing more than an attempt to claim a 10 percent share of the margins from JDA transactions for Public Service’s shareholders.  Staff concludes that the Recommended Decision is “thorough, well-explained and well-reasoned and should not be disturbed.”  Staff Response at p. 2
C. Recommended Decision

8. Public Service argued in this Proceeding that, once it begins to engage in JDA transactions in 2016, the transactions should be considered short-term economy energy wholesale transactions and, as such, the trades are Gen Book transactions the Company already is authorized to undertake pursuant to its existing Trading Business Rules.   Public Service further argued that, pursuant to the Trading Business Rules, the Company should be allowed to share margins with its retail customers, where Public Service would retain 10 percent consistent with margin sharing provisions for other Gen Book trades.
9. In the Recommended Decision, the ALJ concluded that the fundamental issue in this Proceeding is whether JDA transactions are short-term electric energy transactions within the meaning of the Trading Business Rules.  The ALJ agreed with Staff that JDA transactions do not fit the letter or intent of the Trading Business Rules and therefore should not be treated the same as, or comingled with, transactions that are governed by those rules.  The ALJ likewise agreed with Staff that, since the Trading Business Rules do not apply to JDA transactions, the current margin sharing that applies to Gen Book trading should not apply to JDA short-term sales margins.
10. The ALJ also agreed with the CEC who argued that Public Service is contractually obligated to perform under the JDA, irrespective of whether the Company retains any share of margins.  She also required Public Service to provide the Commission and the parties to this case detailed and timely reports on savings from the JDA, consistent with CEC’s advocacy in the case.
D. Public Service’s Exceptions

11. In its exceptions, Public Service argues that the Company should share in the cost savings resulting from JDA transactions, because these trades are short-term economy energy wholesale transactions as defined in the 2000 Agreement and because the trades are Gen Book transactions under the Trading Business Rules.  

12. According to Public Service, when the JDA is considered in its entirety, JDA transactions are short-term economy energy wholesale transactions that can be curtailed and therefore fall within the scope of the products contained in the 2000 Agreement.  Public Service argues that the distinctions the ALJ draws between wholesale market transactions and JDA transactions are unsupported by the record and that her conclusions are contrary to the record with respect to the pricing of transactions, the real-time pricing signal available to the trading parties, the activities of the Company’s traders, and the date of each JDA transaction.  Public Service states that the JDA is a unique agreement that is expected to provide ongoing benefits for customers.  The Company argues that it “should be encouraged to creatively and aggressively seek opportunities that deliver products and services that are in the best interest of our customers.” Public Service Exceptions at p. 4
13. Public Service further requests that the Commission correct a contradiction the Company sees between ¶¶170-172 and ¶185 of the Recommended Decision.  Public Service agrees with ¶¶170-172 in which the ALJ finds that there was no evidence in this proceeding that the process in the 2000 Agreement does not work with respect to new types of Gen Book transactions.  However, the Company asserts that ¶185 of the Recommended Decision is inconsistent with that finding because it approves the Staff and CEC recommendation to require Public Service to file an application for approval of sharing the margins from a new type of transaction under the Trading Business Rules. Public Service requests that the Commission modify ¶185 accordingly.

E. Staff’s Response to Public Service’s Exceptions

14. Staff requests that the Commission deny Public Service’s exceptions in their entirety and adopt the Recommended Decision as the decision of the Commission.   Staff argues that the record establishes that the JDA transactions will be governed by the JDA between the parties, which contains no references to the Trading Business Rules. According to Staff, the Company has not explained any necessity for the Trading Business Rules to apply to JDA transactions and concludes that the only practical implication of a determination that JDA transactions are Gen Book transactions is that Public Service could then comingle JDA sales with Gen Book sales for purposes of margin sharing.  Staff further argues that, by executing the JDA, Public Service is fulfilling its duty under the regulatory compact to provide reliable service at just and reasonable rates such that an after-the-fact-bonus in the form of a 10 percent share in cost savings is unwarranted.
F. Findings and Conclusions  

15. We deny Public Service’s request that the Commission allow it to share in the cost savings resulting from JDA transactions.  We agree with Staff and CEC that the primary policy question in this Proceeding is whether Public Service should receive a share of the savings to Public Service’s system from the implementation of the JDA.  We conclude that Public Service is contractually obligated to perform under the JDA, irrespective of whether the Company retains any share of margins.  The sharing of margins with shareholders was not required to encourage Public Service to enter the JDA, and the sharing of margins is not required as an incentive to the Company to perform under the JDA.
16. We also deny the Company’s request that the Commission find that the JDA transactions are Gen Book transactions under the Trading Business Rules.  The ALJ correctly concluded that the JDA is not a trading arrangement, nor is it a series of individual trades, and is thus not subject to the Trading Business Rules.  Instead, the ALJ concluded that the JDA is a contract to cause the economic dispatch of a joint pool of utility resources for the purpose of providing the parties to the JDA an opportunity to meet their load obligations at a lower cost than they would have incurred using their own resources independently.  Even without the JDA, Public Service is responsible for dispatching its resources economically and efficiently.  We therefore uphold the findings in the Recommended Decision that the evidentiary record does not support Public Service’s positions either that JDA transactions are within the scope of the products the Commission approved in the 2000 Agreement, or that the JDA transactions are Gen Book transactions under Trading Business Rules.
17. Finally, we grant Public Service’s request to clarify ¶¶170-172 of the Recommended Decision.  However, the clarification we adopt does not reconcile those paragraphs with ¶185 of Decision No. R16-1088 in the manner suggested by the Company.
  We conclude that the ALJ is correct that there was no evidence that the process for identifying new Gen Book transactions pursuant to the 2000 Agreement was unworkable or was disregarded by the Company prior to this Proceeding.  However, neither the Trading Business Rules nor the 2000 Agreement grants Public Service the authority to determine when a new type of transaction is a short-term economic energy transaction.  We therefore agree with the ALJ that, going forward and in light of the circumstances that caused this Proceeding, it is now reasonable to require Public Service to file an application for approval of the sharing of any margins from a new type of transaction under the Trading Business Rules, particularly since the classification of a type of transaction as a Gen Book or Proprietary Book trade implicates margin sharing.

II. ORDER  
A. The Commission Orders That:  
1. The Exceptions to Decision No. R16-1088 filed by Public Service Company of Colorado on December 12, 2016 are denied, in part, and granted, in part, consistent with the discussion above.  
2. Decision No. R16-1088 shall become the decision of the Commission as modified by this Decision.  

3. The 20-day time period provided pursuant to § 40-6-114, C.R.S., to file an application for rehearing, reargument, or reconsideration shall begin on the first day after the effective date of this Decision.

4. This Decision is effective upon its Mailed Date.
B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
January 25, 2017.
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Doug Dean, 
Director
	THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO


JEFFREY P. ACKERMANN
________________________________


FRANCES A. KONCILJA
________________________________


WENDY M. MOSER
________________________________
                                        Commissioners




� Commissioner Wendy M. Moser agreed that clarification of these paragraphs of the Recommended Decision was necessary but did not join in the clarification adopted by this Decision.
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