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I. STATEMENT  
1. On May 1, 2017, Black Hills/Colorado Gas Utility Company, LP (BHCOG) and Black Hills Gas Distribution, LLC, doing business as Black Hills Energy (BHGD) (collectively, Black Hills or the Companies) filed their Verified Joint Application of Black Hills/Colorado Gas Utility Company, LP d/b/a Black Hills Energy and Black Hills Gas Distribution, LLC d/b/a Black Hills Energy, for Approval of a Combined Natural Gas Demand Side Management (DSM) Plan for Calendar Years 2018, 2019, and 2020 and for Approval of Revisions to their Gas DSM Cost Adjustment Tariffs (the Verified Joint Application). The Verified Joint Application seeks approval of a Combined Natural Gas DSM Plan for calendar years 2018, 2019, and 2020, as well as approval of changes to the Companies’ tariffs that are on file with the Commission.
2. On May 2, 2017, the Commission issued its Notice of Application Filed (Notice). That Notice established an intervention period.  

3. On June 1, 2017, the Colorado Office of Consumer Counsel timely filed its Notice of Intervention as of Right, Entry of Appearance, Notice Pursuant to Rules 1401(b), of the Commission’s Rules of Practice and Procedure and § 40-6.5,104, C.R.S., and Request for Hearing.  

4. On June 1, 2017, Energy Outreach Colorado (EOC) filed its Motion to Intervene and Entry of Appearance. The EOC states that it is a Colorado non-profit with the mission to ensure low-income Colorado households meet their home energy needs. 
5. On June 6, 2017, Trial Staff of the Commission timely filed its Notice of Intervention as of Right, Entry of Appearance, Notice Pursuant to Rule 1401 and Rule 1007(a), and Request for Hearing.  
6. On June 28, 2017, by Interim Decision No. R17-0535-I, the intervention of the EOC was granted and a prehearing conference was scheduled for July 25, 2017.  The parties were also encouraged to confer and if a procedural schedule could be agreed to by the parties before July 25, 2017, the prehearing conference would be vacated. 

7. On July 19, 2017, the Parties filed their Joint Motion to Vacate Prehearing Conference, for Approval of Proposed Procedural Schedule, Discovery Procedures, Confidentiality Procedures and Waiver of Response Time (Joint Motion).  In the Joint Motion, the Parties proposed an evidentiary hearing for September 26, 2017.

8. On August 24, 2017 the parties filed their Stipulation and Settlement Agreement (Settlement Agreement).

9. On September 26, 2017, a hearing was held on the settlement.

II. DISCUSSION

A. Application and Direct Testimony
10. Black Hills states that the purpose of the Combined Plan is to reduce end-use natural gas consumption in a cost effective manner, in order to save money for consumers 
and the Companies, and protect the environment by encouraging the reduction of emissions 
and air pollutants. The Companies have designed the Combined Plan to achieve cost-effective energy savings, considering factors such as: achievable energy savings, customer benefits, cost effectiveness ratios, adoption potential, market transformation capability, and ability to replicate in their service territories. 

11. Consistent with these objectives, the Companies state that they seek to continue the successful programs currently being offered by BHCOG under its 2015-2017 DSM Plan, with only modest changes to design, incentives, delivery, and operating protocols. In addition, the Companies propose adding a new Nonresidential New Construction Program. The Combined Plan offers six programs: Residential Retrofit, Residential New Construction, Nonresidential Retrofit, Nonresidential New Construction, Income Qualified, and School-Based Energy Education. While the Combined Plan contains one set of DSM programs, BHCOG and BHGD each have their own separate budgets and goals, as reflected therein, in compliance with Commission Rules.

B. Terms of the Settlement

12. The Settling Parties agree that Black Hills has designed the Combined DSM Plan to achieve cost-effective energy savings, considering factors such as: achievable energy savings, customer benefits, cost effectiveness ratios, adoption potential, market transformation capability, and ability to replicate in their service territories.

13. Black Hills seeks to implement and continue, as applicable, BHCOG DSM programs for both Companies, with only modest changes to design, incentives, delivery, and operating protocols. In addition, the Companies have added a new Nonresidential New Construction Program.

14. The Settling Parties acknowledge that the Companies present an overall 
cost-effective portfolio, with an mTRC of 1.19 for BHCOG and an mTRC of 1.17 for BHGD. The Settling Parties acknowledge that while some of the individual programs within the portfolio are not cost-effective, they agree that the Combined DSM Plan, as presented by the Companies, should be approved by the Commission.

1. Minimum Expenditure Requirements

15. Under §§ 40-3.2-103(2)(a) and (b), C.R.S., the Commission is directed to adopt DSM program expenditure targets equal to at least one-half of 1 percent of a natural gas utility’s revenues from its full service customers in the year prior to setting such targets; and establish DSM program savings targets that are commensurate with program expenditures and expressed in terms of an amount of gas saved per unit of program expenditures.
16. The Commission addresses gas DSM program minimum annual expenditure targets in Rule 4753(h)(I) of the Rules Regulating Gas Utilities and Pipeline Operators, 4 Code of Colorado Regulations 723-4.
17. The Settling Parties present a DSM plan that meets the “whichever is greater” requirement of Rule 4753(h).

2. DSM Programs

18. The Companies shall continue to offer six programs: Residential Retrofit, Residential New Construction, Nonresidential Retrofit Nonresidential, New Construction, Income Qualified, and School-Based Energy Education.
19. The Settling Parties acknowledge that the Non-Residential New Construction. Program is a new addition to the DSM portfolio that, on its own, is not cost-effective, and that the Residential New Construction Program is also not cost-effective. However, the Settling Parties agree that it is appropriate to include these two programs within the portfolio in order to have a comprehensive DSM plan that provides a variety of savings opportunities for all customer classes.

3. Energy and Peak Savings Goals

20. The Settling Parties state that savings goals under the Combined DSM Plan are greater than the savings goals for each of the Companies under their current DSM.
4. Participation Goals

21. The DSM Plan anticipates having 3,702 residential participants for BHCOG and 2,980 residential participants for BHGD. In addition, it is estimated there will be 1,078 nonresidential participants for BHCOG and 1,282 nonresidential participants for BHGD.
5. Budgets

22. The Parties state that the budgets proposed in the Combined DSM Plan meet the requirements of Rule 4753(h)(I) and that the estimated monthly Demand Side Management Cost Adjustment (DSMCA) charge in 2018 under the Combined DSM Plan for the Companies’ residential and small commercial customers will also be better aligned.
23. The Settling Parties state that the proposed budgets in the Combined DSM Plan exceed the statutory minimum and are an increase over the Companies’ budgets for 2017. In addition, the Combined DSM Plan maintains funding for BHCOG at about the same level as in previous years. The proposed funding for BHGD has been increased from the minimum level required by Commission rules to achieve parity with the BHCOG programs. In addition, the installation of DSM measures in BHGD’s mountain areas tends to be more expensive than in other parts of the state. The Settling Parties note that with respect to BHGD’s budget, the Income-Qualified Program portion of the budget is $917,600 for 2018, $974,100 for 2019, and $965,000 for 2020. The Settling Parties acknowledge that this represents a significant portion of BHGD’s overall budget, and significant, but necessary increase, from the Income-Qualified budget under BHGD’s current DSM plan, which totals $251,149 for 2017.

6. Cost Effectiveness

24. The Settling Parties agree that the Companies present overall cost-effective portfolios, with an mTRC of 1.19 for BHCOG and 1.17 for BHGD.  The Settling Parties also agree that the requested partial waiver of Rule 4753(f)(VI) as it applies to the Residential New Construction Program and the Nonresidential New Construction Program is appropriate. The parties believe without these two programs there would not be a complete DSM portfolio.
7. Technical Assumptions


25. The technical assumptions include: Net-to-Gross Ratios, Avoided Gas Capacity Costs, Discount and Inflation Rates, Gas Energy Costs, Avoided Variable O&M Costs, and Lost Revenue Calculations. 
8. Other Issues

26. The Settling Parties agree that the Evaluation, Measurement, and Verification schedule set forth in the Combined DSM Plan meets the requirements of Rule 4755 and should be approved. They also agree that each company should also have the flexibility to, within the Combined DSM Plan and consistent with the requirements of Commission Rule 4757(a), adjust incentive amounts and measures as necessary to administer the Combined DSM Plan.

27. The Settling Parties request approval of the changes to the BHCOG and 
BHGD DSMCA Tariffs and request that the Commission’s decision in this Proceeding allow the Companies to file their compliance tariffs in the form set forth in Attachment 4 to the Settlement (for BHCOG) and in Attachment 5 (for BHGD), on not less than two business days’ notice after issuance of a final order approving this Settlement Agreement.
III. CONCLUSIONS and findings

28. Based upon the recitations made in the Settlement Motion, the Settlement Agreement and the hearing on the settlement, the undersigned ALJ finds that approval the Settlement Agreement is in the public interest.

29. The ALJ finds that the parties have established by a preponderance of the evidence that the Settlement is just, is reasonable, and should be accepted by the Commission
IV. ORDER  
A. The Commission Orders That:  
1. The Stipulation and Settlement Agreement (Settlement Agreement) attached to and incorporated in this Decision as Attachment A, is approved. 

2. The Verified Joint Application filed by Black Hills/Colorado Gas Utility Company, LP and Black Hills Gas Distribution, LLC, doing business as Black Hills Energy on May 1, 2017 seeking approval of a Combined Natural Gas Demand Side Management Plan for Calendar Years 2018, 2019, and 2020 and for Approval of Revisions to their Gas DSM Cost Adjustment Tariffs is approved, as modified by the Settlement Agreement.
3. 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.
4. 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.
5. Responses to exceptions shall be due within seven calendar days from the filing of exceptions.
6. 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.
7. 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 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.
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.  
	(S E A L)

[image: image1.png]



ATTEST: A TRUE COPY


[image: image2.wmf] 

 

 


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


ROBERT I. GARVEY
________________________________
                     Administrative Law Judge




� The minimum annual expenditure targets are shown in the Settlement Agreement attached to this decision as Attachment A.
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