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Executive Summary

On August 8, 2005 the Energy Policy Act of 2005 (EPAct) was enacted. The EPAct is
comprehensive legislation addressing a myriad of national energy issues. Within the EPAct are
amendments to the Public Utility Regulatory Policies Act (PURPA). Essentially, the EPAct
amends two sections of PURPA: (1) Standards for Electric Utilities and (2) Cogeneration and
Qualifying Facility Purchase and Sale Requirements. Only those amendments to the Standards
for Electric Utilities are addressed in this investigation.

The purpose of the Standards for Electric Utilities (16 USC 2621) are to encourage conservation
of energy supplied by electric utilities; to optimize the efficiency of use of facilities and resources
by electric utilities; and provide for equitable rates to electric consumers. Prior to the EPAct,
there were ten standards specified. The standards in place prior to the EPAct are:

(1) Cost of Service

(2) Declining Block Rates

(3) Time-of-Day Rates

(4) Seasonal Rates

(5) Interruptible Rates

(6) Load Management Techniques

(7) Integrated Resource Planning

(8) Investments in Conservation and Demand Management

(9) Energy Efficiency Investments in Power Generation and Supply

(10) Consideration of the effects of wholesale power purchases on utility cost of capital;
effects of leveraged capital structures on the reliability of wholesale power sellers; and
assurance of adequate fuel supplies

The new standards added by the EPAct are:

(11) Net Metering

(12) Fuel Diversity

(13) Fossil Fuel Generation Efficiency
(14) Smart Metering

(15) Interconnection

The PURPA requires that each state commission consider each standard and then make a
determination concerning whether or not it is appropriate to implement the standards. To that
end, the Commission on March 31, 2006 ordered the opening of an Investigatory Docket for the
purpose collection information in order to consider implementation of the new PURPA
Standards. The order included an inquiry seeking suggestions from interested parties on changes
or modifications that should be made to rules regulating electric utilities consistent with the
EPAct. Six parties responded to the Commission’s Inquiry.

This report summarizes Staff’s investigation and makes specific recommendations to the

Commission for their consideration concerning whether it is appropriate to implement the new
PURPA standards. A brief summary of the findings of this investigation follow.
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e NET METERING - It is the conclusion of Staff that the Commission’s Rules 4 CCR 723-
3664 and 4 CCR 723-3925 comport with the Net Metering Standard.

e FUEL DIVERSITY - It is the conclusion of Staff that the Commission’s Rules 4 CCR
723-3610 and 4 CCR 723-3654 comport with the Fuel Diversity Standard.

e FOSSIL FUEL GENERATION EFFICIENCY - It is the opinion of Staff that the Fossil
Fuel Generation Efficiency Standard is not in accord with the Commission’s Least-Cost
Planning Rules at 4 CCR 723-3-3600. It is more likely that the Least-Cost Planning
Rules will result in a balance between fuel-efficiency and least-cost resources for the
selection of future production units. As a result, Staff concludes that it is not appropriate
to implement the Fossil Fuel Generation Efficiency Standard.

e SMART METERING - PSCo is currently in the midst of a Commission authorized
Residential Price Response pilot program that will not be complete until December of
2007. As a result, Staff concludes that it is not appropriate to implement the Smart
Metering Standard until the Commission has had adequate time to evaluate PSCo’s
Report on its pilot program. It is recommended that consideration for implementation of
the Smart Metering Standard be deferred until March 31, 2008 to allow for a review of
the results of the Residential Price Response pilot program and that the Commission
make such a finding.

o INTERCONNECTION - - It is the conclusion of Staff that the Commission’s Rule 3665
comports with the PURPA Interconnection Standard.

It is recommended that the Commission issue a order with the determination that the
Commission’s Rules Regulating Electric Utilities (4 CCR 723-3) comport with the Net Metering,
Fuel Diversity and Interconnection Standards without modification, that the Fossil Fuel
Generation Efficiency Standard is not appropriate for implementation, and that consideration for
implementation of the Smart Metering Standard be deferred until March 31, 2008 to allow for a
review of the results of the Residential Price Response pilot program.
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Section 1: Introduction
Background of PURPA and the Energy Policy Act of 2005

The Public Utility Regulatory Policies Act of 1978 (PURPA) established certain standards to
encourage conservation of energy supplied by electric utilities; to optimize the efficiency of use
of facilities and resources by electric utilities; and provide for equitable rates to electric
consumers. Each State regulatory authority is directed to make determinations concerning
whether it is appropriate to implement the standards to carry out the purposes of the PURPA.

On August 8, 2005, the Energy Policy Act of 2005 (EPAct) was enacted. The EPAct, in part,
amended the PURPA by adding five new standards. Brief descriptions of the new PURPA
standards follow:

e NET METERING - Each electric utility shall make available upon request net metering
service to any electric consumer that the electric utility serves.

o FUEL DIVERSITY - Each electric utility shall develop a plan to minimize dependence
on any single fuel source and to ensure that the electric energy it sells to consumers is
generated using a diverse range of fuels and technologies, including renewable
technologies.

e FOSSIL FUEL GENERATION EFFICIENCY - Each electric utility shall develop and
implement a 10-year plan to increase the efficiency of its fossil fuel generation.

e SMART METERING - Each electric utility shall offer each of its customer classes, and
provide individual customers upon request, time-based metering and rate schedules.

o INTERCONNECTION - Each electric utility shall make available, upon request,
interconnection service to any electric consumer with on-site generation that the electric
utility serves.

The complete text of the standards as specified in the EPAct is included as Appendix A.
Specific Requirements for State Commissions

The PURPA requires that each state commission consider each standard and then “make a
determination concerning whether or not it is appropriate to implement such standard”.! The
PURPA further explains that “[N]othing in this title prohibits any State regulatory authority or
nonregulated electric utility from adopting, pursuant to State law, any standard or rule affecting

electric utilities which is different from any standard established by this subtitle”.?

The PURPA outlines the procedural requirements for consideration and determination. The
PURPA states “[T]he consideration referred to in subsection (a) shall be made after public notice
and hearing. The determination referred to in subsection (a) shall be — (A) in writing, (B) based

! PURPA Section 111(a), Consideration and Determination Respecting Certain Ratemaking Standards.
2 PURPA Section 117, Relationship to State Law.
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on findings included in such determination and upon evidence presented at the hearing, and (c)

available to the public”.?

The publication Reference Manual and Procedures for Implementation of the “PURPA
Standards’ in the Energy Policy Act of 2005 (Manual) provides further clarification to the
process for consideration and determination. The Manual indicates that the PURPA “appears to
allow a range of consideration of the federal standards by state commissions and utilities, from a
“paper” hearing, for example, where the commission makes a determination based on the written
filings from interested parties, to a full evidentiary hearing with written testimony from expert
witnesses, rebuttals, and an opportunity for cross-examination of the witnesses by the

participating parties”.*

Timeline for Compliance
The EPAct established the following deadlines for each State regulatory authority first, to

commence consideration and second, to complete the determination and issue a decision with
respect to implementation:

Begin Issue
Standard Consideration Decision
NET METERING 8-Aug-07 8-Aug-08
FUEL DIVERSITY 8-Aug-07 8-Aug-08
FOSSIL FUEL GENERATION EFFICIENCY 8-Aug-07 8-Aug-08
SMART METERING 8-Aug-06 8-Aug-07
INTERCONNECTION 8-Aug-06 8-Aug-07

Commission Consideration and Determination Process

The Commission initiated a “paper” hearing with its order opening an Investigatory Docket® for
the purpose of collecting of written comments from interested parties to begin consideration and
determination of the new PURPA Standards. The order is included as Appendix B.

The order includes a Notice of Inquiry (Inquiry) seeking suggestions from interested parties on
changes or modifications that should be made to rules regulating electric utilities consistent with
the EPAct. To that end, interested parties were requested to address specific questions relative to
the standards under consideration, but were also allowed to provide additional suggestions that
parties deemed appropriate for consideration.

Six parties responded to the Inquiry for comments on the new PURPA Standards. Two parties,
the City of Boulder and Holy Cross Energy responded indicating interest, but provided no
comments. The Colorado Rural Electric Association (CREA) responded indicating that while
seven Colorado cooperative electric associations are required to address the new PURPA
standards, they are not under Commission jurisdiction. Hunt Technologies (Hunt), a provider of

® PURPA section 111(b)(1), Procedural Requirements for Consideration and Determination.

* “Reference Manual and Procedures for Implementation of the “PURPA Standards” in the Energy Policy
Act of 2005”, prepared by Kenneth Rose and Karl Meeusen, March 22, 2006, sponsored by the American
Public Power Association (APPA), the Edison Electric Institute (EEI), the National Rural Electric
Cooperative Association (NRECA), and the National Association of Regulatory Utility Commissioners
(NARUC), p. 8.

> Decision No. C06-0302, Docket No. 061-169E, In the Matter of the Investigation into the Energy Policy
act of 2005 Addition of Five New PURPA Standards to Address Current Conservation and Efficiency
Needs, Order Opening Investigatory Docket and Notice of Inquiry, Adopted March 29, 2006.
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advanced meter reading and infrastructure systems, provided comments on the Smart Metering
standard. Interwest Energy Alliance (Interwest) provided comments relative to the Fuel Diversity
Standard. Public Service Company (PSCo) provided comments on all of the standards. The
complete texts of the responses are included as Appendix C.

This report summarizes the new PURPA standards, Commission rules in effect that relate to the
standards, responses to the Inquiry submitted by interested parties, and recommendations of the
Staff of the Commission (Staff) as to whether it is appropriate to implement the new standards.
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Section 2: Net Metering Standard

The EPAct, Subtitle E — Amendments to PURPA, Section 1251 “Net Metering and Additional
Standards”, amend Section 111(d) of the Utility Regulatory Policies Act of 1978 (16 U.S.C.
2621(d)) by adding at the end the following standard.

(11) Net metering.--Each electric utility shall make available upon request net metering
service to any electric consumer that the electric utility serves. For purposes of this
paragraph, the term “net metering service' means service to an electric consumer under
which electric energy generated by that electric consumer from an eligible on-site generating
facility and delivered to the local distribution facilities may be used to offset electric energy
provided by the electric utility to the electric consumer during the applicable billing period.

Rule 3664 for the Renewable Energy Standard

The Code of Colorado Regulations, 4 CCR 723-3, Part 3, Rules Regulating Electric Utilities,
include requirements for net metering for the Renewable Energy Standard. Specifically, Rule
3664 states:

3664. Net Metering

(@) All QRUs shall allow the customer’s retail electricity consumption to be offset by the
electricity generated from Eligible Renewable Energy Resources on the customer's side
of the meter that are interconnected with the QRU, provided that the generating capacity
of the customer's facility meets the following two criteria:

() The rated capacity of the generator does not exceed 2000 kW; and

(1) The rated capacity of the generator does not exceed the customer's service
entrance capacity.

(b) If a customer with an Eligible Renewable Energy Resource generates Renewable
Energy pursuant to subsection (a) of Rule 3664 in excess of the customer’s consumption,
the excess kilowatt-hours shall be carried forward from month to month and credited at a
ratio of 1:1 against the customer’s retail Kilowatt-hour consumption in subsequent
months. Within 60 days of the end of each calendar year, or within 60 days of when the
customer terminates its retail service, the QRU shall compensate the customer for any
accrued excess kilowatt-hour credits, at the QRU's average hourly incremental cost of
electricity supply over the most recent calendar year.

(c) The QRU shall file tariffs that comply with these rules within 30 days of the effective
date of these rules.

(d) A customer’s facility that generates Renewable Energy from an Eligible Renewable
Energy Resource shall be equipped with metering equipment that can measure the flow
of electric energy in both directions. The QRU shall utilize a single bi-directional electric
revenue meter.

(e) If the customer’s existing electric revenue meter does not meet the requirements of
these rules, the QRU shall install and maintain a new revenue meter for the customer, at
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the company's expense. Any subsequent revenue meter change necessitated by the
customer shall be paid for by the customer.

(f) The QRU shall not require more than one meter per customer to comply with this Rule
3664. Nothing in this Rule 3664 shall preclude the QRU from placing a second meter to
measure the output of a Solar Renewable Energy System for the counting of RECs
subject to the following conditions:

(I) For customer facilities over 10 kW, a second meter shall be required to measure
the Solar Renewable Energy System output for the counting of RECs.

(1) For systems 10 kW and smaller, an additional meter may be installed under either
of the following circumstances:
(A) The QRU may install an additional production meter on the Solar Renewable
Energy System output at its own expense if the customer consents; or
(B) The customer may request that the QRU install a production meter on the
Solar Renewable Energy System output in addition to the revenue meter at the
customer's expense.

(9) A QRU shall provide net metering service at non-discriminatory rates to customers
with Eligible Renewable Energy Resources. A customer shall not be required to change
the rate under which the customer received retail service in order for the customer to
install an eligible renewable energy resource. Nothing in this rule shall prohibit a QRU
from requesting changes in rates at any time.

Rule 3925 for Small Producers and Generators
The Code of Colorado Regulations, 4 CCR 723-3, Part 3, Rules Regulating Electric Utilities,
includes requirements for net metering for Small Power Producers and Cogenerators.
Specifically, Rule 3925 states:

3925. Meters.

(a) A utility shall own, install, and maintain meters and associated metering equipment to
measure the generation of a qualifying facility.

(b) A qualifying facility shall supply, at no expense to the utility, a suitable location for
the installation of metering equipment.

(c) The cost of meters and associated metering equipment, their installation, and their
maintenance shall be an interconnection cost of the qualifying facility.

Response to Inquiry

Only PSCo provided comments on the Net Metering Standard. PSCo provided the following:
“The vast majority of on-site generating facilities that provide power to the local
distribution grid already qualify for net metering through the provision of the two
previously mentioned statutes. The Company does not believe additional net metering

services are necessary for those very few customers with facilities that are on-site, larger
than 10kW and not fueled by a renewable resource as stipulated in 4 CCR 723-3650(f).”
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Conclusion and Recommendation

The Net Metering standard uses the phrase “eligible on-site generating facility””. This indicates
that the Commission has the right to define what generating facilities are eligible. The few
customers with facilities that are on-site, larger than 10kW and not fueled by a renewable
resource are not currently considered eligible. A customer typical of this ineligible class would
be one with an on-site diesel generator for emergency or back-up service. In general, these
generating units produce electricity at a cost well above market rates. As a result, Staff does not
perceive any benefit of providing this class of customers with access to net metering.

Staff concludes that the Commission’s Rules 4 CCR 723-3664 and 4 CCR 723-3925 comport
with the Net Metering Standard and recommends that the Commission make such a finding.
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Section 3: Fuel Diversity Standard

The EPAct, Subtitle E — Amendments to PURPA, Section 1251 “Net Metering and Additional
Standards”, amend Section 111(d) of the Utility Regulatory Policies Act of 1978 (16 U.S.C.
2621(d)) by adding at the end the following standard.

(12) FUEL SOURCES- Each electric utility shall develop a plan to minimize dependence on
1 fuel source and to ensure that the electric energy it sells to consumers is generated using a
diverse range of fuels and technologies, including renewable technologies.

Rule 3610 for Least-Cost Planning

The Code of Colorado Regulations, 4 CCR 723-3, Part 3, Rules Regulating Electric Utilities,
include requirements for fuel diversity within the rules for Least-Cost Planning (LCP).
Specifically, Rule 3910(f) states:

3610. Utility Plan for Meeting the Resource Need.

(M In selecting its final resource plan, the utility’s objective shall be to minimize the net
present value of rate impacts, consistent with reliability considerations and with financial
and development risks. In its bid solicitation and evaluation process, the utility shall
consider renewable resources; resources that produce minimal emissions or minimal
environmental impact; energy-efficient technologies; and resources that provide
beneficial contributions to Colorado’s energy security, economic prosperity,
environmental protection, and insulation from fuel price increases. Further, the utility
shall grant a preference to such resources where cost and reliability considerations are
equal.

Rule 3654 for the Renewable Energy Standard

The Code of Colorado Regulations, 4 CCR 723-3, Part 3, Rules Regulating Electric Utilities,
include requirements for net metering for the Renewable Energy Standard. Specifically, Rule
3654 states:

3654. Renewable Energy Standard

(a) Each QRU shall generate or cause to be generated (through purchase or by providing
rebates or other form of incentive) Eligible Renewable Energy in the following minimum
amounts:

() 3% of its retail electric energy sales in Colorado for each of the Compliance Years
2007 through 2010;

(I1) 6% of its retail electric energy sales in Colorado for each of the Compliance
Years 2011 through 2014;

(111) 10% of its retail electric energy sales in Colorado for each Compliance Year
beginning in 2015 and continuing thereafter.

(b) Of the Eligible Renewable Energy amounts specified in Rule 3654(a), at least four
percent shall be derived from Solar Electric Generation Technologies. At least one-half
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of this four percent shall be derived from On-site Solar Systems located at customers’
facilities.

Response to Inquiry

Interwest and PSCo provided comments on the Fuel Diversity Standard. Interwest suggested the
addition of a new paragraph V111 under Commission Rule 3607(a) to read:

“Contribution and characterization of utility’s existing and planned generation resources
toward meeting the fuel diversity requirements of EPAct Sect. 1251(a)12”.

Interwest also urges the commission “to consider enhancements to the electric rules that will
facilitate construction of transmission projects, especially to areas that are primed for wind
energy development, but which do not have sufficient existing transmission”.

PSCo commented that “[t]he Company does not believe any changes to existing rules are
necessary. The existing rules of the Commission fulfill the intent and purpose of the
revisions to PURPA.”

Conclusion and Recommendation

As the PURPA standards have been amended from time-to-time over the years, the Commission
has revised the language of the Rules Regulating Electric Utilities (4 CCR 723-3) to provide
compliance. The language in the rules reflects the Commission’s determination for the
implementation of the standards. There are no specific references to the PURPA standards. It is
Staff’s recommendation that the new paragraph suggested by Interwest not be included since
there are no other specific references in the rules to either PURPA standards or to the EPACct.

With regard to “enhancements to the rules” for the purpose of facilitating transmission for wind
energy development, it is Staff’s view that this is beyond the scope of the consideration and
determination required by the EPAct.

As a result, Staff concludes that the Commission’s Rules 4 CCR 723-3610 and 4 CCR 723-3654
comport with the Fuel Diversity Standard and recommends that the Commission make such a
finding.
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Section 4: Fossil Fuel Generation Efficiency Standard

The EPAct, Subtitle E — Amendments to PURPA, Section 1251 “Net Metering and Additional
Standards”, amend Section 111(d) of the Utility Regulatory Policies Act of 1978 (16 U.S.C.
2621(d)) by adding at the end the following standard.

(13) FOSSIL FUEL GENERATION EFFICIENCY- Each electric utility shall develop and
implement a 10-year plan to increase the efficiency of its fossil fuel generation.

Rule 3610 for Least-Cost Planning

The Code of Colorado Regulations, 4 CCR 723-3, Part 3, Rules Regulating Electric Utilities,
include requirements for fuel diversity within the rules for Least-Cost Planning (LCP).
Specifically, Rule 3910(f) states:

3610. Utility Plan for Meeting the Resource Need.

(f) In selecting its final resource plan, the utility’s objective shall be to minimize the net
present value of rate impacts, consistent with reliability considerations and with financial
and development risks. In its bid solicitation and evaluation process, the utility shall
consider renewable resources; resources that produce minimal emissions or minimal
environmental impact; energy-efficient technologies; and resources that provide
beneficial contributions to Colorado’s energy security, economic prosperity,
environmental protection, and insulation from fuel price increases. Further, the utility
shall grant a preference to such resources where cost and reliability considerations are
equal [Emphasis added].

Response to Inquiry

Only PSCo provided comments on the Fossil Fuel Generation Efficiency Standard. Several
excerpts from PSCo’s response are provided below.

“Establishing a target for increased fossil fuel generation efficiency will be extremely
difficult to measure and verify and could very likely be contrary to the least-cost
objective of the LCP rules.”

“[I]t is possible to increase the average installed efficiency of the supply fleet by a
specific target but have the actual average operational efficiency increase by far less than
the target.

For example, if a hypothetical 5000 MW system has an average heat rate of 10,000
btu/kWh and adds a 500 MW unit with a heat rate of 7000 btu/kWh, it would increase the
average installed heat rate of the fleet by 3%. However, since this new unit operates only
a fraction of the time, from an operational perspective, system efficiency is improved by
only 0.1%.”

“The least-cost mix of resource additions may not result in an overall increase in the
efficiency of the fossil fleet. For example, the addition of the 750 MW Comanche 3 plant
operating at a 9500 btu/kWh heat rate will displace some amount of 7000 btu/kWh heat
rate gas-fired combined cycle energy. While the addition of Comanche 3 provides an
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overall savings for customers it could act to decrease the overall efficiency of the fossil
fleet.”

Conclusion and Recommendation

Based on the comments and issues raised by PSCo, it is Staff’s opinion that imposing specific
efficiency targets for fossil fuel generation is problematic. It is likely that implementing specific
targets for fossil fuel generation will be contrary to the LCP process. In addition, the
Commission’s LCP rules include the requirement for consideration of energy efficient
technologies.

It is the opinion of Staff that the Fossil Fuel Generation Efficiency Standard is not in accord with
the Commission’s Least-Cost Planning (LCP) Rules at 4 CCR 723-3-3600 and that it is more
likely that the LCP Rules will result in a balance between fuel-efficiency and least-cost resources
for the selection of future production units. As a result, Staff concludes that it is not appropriate
to implement the Fossil Fuel Generation Efficiency Standard and recommends that the
Commission make such a finding.
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Section 5: Smart Metering Standard

The EPAct, Subtitle E — Amendments to PURPA, Section 1252 “Smart Metering”, amend
Section 111(d) of the Utility Regulatory Policies Act of 1978 (16 U.S.C. 2621(d)) by adding at
the end the following standard.

(14) TIME-BASED METERING AND COMMUNICATIONS- (A) Not later than 18 months
after the date of enactment of this paragraph, each electric utility shall offer each of its
customer classes, and provide individual customers upon customer request, a time-based rate
schedule under which the rate charged by the electric utility varies during different time
periods and reflects the variance, if any, in the utility's costs of generating and purchasing
electricity at the wholesale level. The time-based rate schedule shall enable the electric
consumer to manage energy use and cost through advanced metering and communications
technology.

The standard continues to detail the types of time-based rate schedules, advanced meters and
communications, education and demand response programs that may be offered. The complete
text of the standard is included in Appendix A.

Experimental Residential Price Response Pilot Program

The Commission in Decision No. C05-0390°, Docket No. 04A-566E, granted PSCo the authority
to implement an experimental residential price response pilot (RPR Pilot) program. The program
is intended to measure the feasibility and effectiveness of dynamic pricing. The RPR Pilot makes
available on a voluntary basis residential pricing for Time-of-Use Service, Critical-Peak Pricing
and Critical Time-of-Use. The RPR Pilot program is currently in progress with results due to the
Commission in December of 2007.

Transmission, Primary and Secondary TOU ECA

In addition, the Settlement Agreement’ for The Investigation and Suspension of Tariff Sheets
Filed by Public Service Company of Colorado Advice Letter No. 1454-Electric, Advice Letter
No. 671-Gas, Docket No. 06S-234EG, PSCo agreed to offer an optional time-of-use ECA rate for
all transmission and primary customers and for secondary customers with demands greater than
300 kW.

Response to Inquiry

Only PSCo provided comments on the Smart Metering Standard. PSCo provided considerable
commentary on the RPR Pilot program as well as response to the specific questions put forward

® Decision No. C05-0390, Docket No. 04A-566E, In the Matter of Application of Public Service Company
of Colorado for Authority to implement an Experimental Residential Price Response Pilot program, Order
Approving Settlement Agreement, Adopted March 30, 2005.

" Settlement Agreement, Docket No. 065-234EG, RE: The Investigation and Suspension of Tariff Sheets
Filed by Public Service Company of Colorado with Advice Letter No. 1454 — Electric, Advice Letter No.
671 — Gas, entered into by Public Service Company of Colorado, Staff of the Commission, Colorado Office
of the Consumer Counsel, Colorado Energy Consumers, The Kroger Co., Climax Molybdenum Company,
the Commercial Group, and Adams County, dated October 20, 2006, p 13, lines 5 through 12.

Docket No. 061-169E 13 of 85



Attachment A
Decision No. C06-1423
DOCKET NO. 061-169E
Page 20 of 91

in the Commissions Inquiry. An excerpt from PSCo’s response to the Inquiry commentary on the
RPR Pilot program follows.

“In December of 2007 the Company will file a report on the results of the program. By
December 2007 Public Service will have analyzed the results of the program for an entire
year, and will be prepared to estimate customers’ response to higher energy prices during
peak periods, as well as to lower prices during off-peak periods. (The program has been
designed to generate sufficient data from which to draw statistically significant
inferences).”

Conclusion and Recommendation

Staff is confident that Smart Metering or Time-based Metering and Communications will be
offered on a voluntary basis in the near future. The issue at hand today is whether the
Commission should require utility companies under its ratemaking jurisdiction to offer the service
within the timeframe specified within the standard.

Considering that (1) PSCo is currently in the midst of its RPR Pilot program, (2) the data that
would allow for the design of a long-term smart metering program will not be available until
December 2007, and (3) it was agreed that the results of the pilot would determine the future of
the residential price response program, Staff concludes that it is not appropriate to implement the
Smart Metering Standard until the Commission has had adequate time to evaluate PSCo’s Report
on its RPR Pilot Program. It is recommended that consideration for implementation of the Smart
Metering Standard be deferred until March 31, 2008 to allow for a review of the results of the
RPR Pilot Program and that the Commission make such a finding.
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Section 6: Interconnection Standard

The EPAct, Subtitle E — Amendments to PURPA, Section 1254 “Interconnection”, amend
Section 111(d) of the Utility Regulatory Policies Act of 1978 (16 U.S.C. 2621(d)) by adding at
the end the following standard.

(15) INTERCONNECTION- Each electric utility shall make available, upon request,
interconnection service to any electric consumer that the electric utility serves. For
purposes of this paragraph, the term ‘interconnection service' means service to an
electric consumer under which an on-site generating facility on the consumer's premises
shall be connected to the local distribution facilities. Interconnection services shall be
offered based upon the standards developed by the Institute of Electrical and Electronics
Engineers: IEEE Standard 1547 for Interconnecting Distributed Resources with Electric
Power Systems, as they may be amended from time to time. In addition, agreements and
procedures shall be established whereby the services are offered shall promote current
best practices of interconnection for distributed generation, including but not limited to
practices stipulated in model codes adopted by associations of state regulatory agencies.
All such agreements and procedures shall be just and reasonable, and not unduly
discriminatory or preferential.

Rule 3665 for Interconnection

The Code of Colorado Regulations, 4 CCR 723-3, Part 3, Rules Regulating Electric Utilities,
include requirements for the provision of interconnection within the rules for Renewable Energy
Standard, Rule 3665 Interconnection. The Commission’s requirements for interconnection
detailed within Rule 3665 are extensive and too lengthy to reproduce here. Regardless, the Rule
3665 Interconnection was reviewed and found to comport with both FERC Order 2006-A and
IEEE Standard 1547.

Response to Inquiry

Only PSCo provided comments on the Fossil Fuel Generation Efficiency Standard. Several
excerpts from PSCo’s response are provided below.

“The Commission’s Renewable Energy Standard 4 CCR 723-3665 includes
provisions for interconnection for small generation facilities no larger than ten MW. The
commission’s rule comports with both IEEE Standard 1547 and FERC Order 2006-a.

The Company does not believe the rule needs to be changed or enhanced to comply
with the changes to PURPA in the Act.”

Conclusion and Recommendation

Staff concludes that the Commission’s Rule 3665 comports with the PURPA Interconnection
standard and recommends that the Commission make such a finding.

Docket No. 061-169E 15 of 85



Attachment A
Decision No. C06-1423
DOCKET NO. 061-169E
Page 22 of 91

Docket No. 061-169E 16 of 85



Attachment A
Decision No. C06-1423
DOCKET NO. 061-169E
Page 23 of 91

Section 7: Conclusions and Recommendations

Below is a summary of Staff’s conclusions and recommendations concerning whether it is

appropriate to implement the five new PURPA standards.

PURPA Standard

NET METERING - Each electric utility shall
make available upon request net metering
service to any electric consumer that the
electric utility serves.

Conclusions and Recommendations

Staff concludes that Commission’s Rules 4
CCR 723-3664 and 4 CCR 723-3925 comport
with the Net Metering Standard and
recommends that the Commission make such a
finding.

FUEL DIVERSITY - Each electric utility shall
develop a plan to minimize dependence on any
single fuel source and to ensure that the electric
energy it sells to consumers is generated using
a diverse range of fuels and technologies,
including renewable technologies.

Staff concludes that Commission’s Rules 4
CCR 723-3610 and 4 CCR 723-3654 comport
with the Fuel Diversity Standard and
recommends that the Commission make such a
finding.

FOSSIL FUEL GENERATION EFFICIENCY
- Each electric utility shall develop and
implement a 10-year plan fo increase the
efficiency of its fossil fuel generation.

It is the opinion of Staff that the Fossil Fuel
Generation Efficiency Standard is not in accord
with the Commission’s Least-Cost Planning
(LCP) Rules at 4 CCR 723-3-3600 and that it
is more likely that the LCP Rules will result in
a balance between fuel-efficiency and least-
cost resources for the selection of future
production units. As a result, Staff concludes
that it is not appropriate to implement the
Fossil Fuel Generation Efficiency Standard and
recommends that the Commission make such a
finding.

SMART METERING - Each electric utility
shall offer each of its customer classes, and
provide individual customers upon request,

time-based metering and rate schedules.

PSCo is currently in the midst of a
Commission authorized Residential Price
Response pilot program that will not be
complete until December of 2007. As a result,
it is not appropriate to implement the Smart
Metering Standard until the Commission has
had adequate time to evaluate PSCo’s Report
on its pilot program. It is recommended that
consideration for implementation of the Smart
Metering Standard be deferred until March 31,
2008 to allow for a review of the results of the
Residential Price Response pilot program and
that the Commission make such a finding.

INTERCONNECTION - Each electric utility
shall make available, upon request,
interconnection service to any electric
consumer with on-site generation that the
electric utility serves.

Staff concludes that Commission’s Rule 3665
comports with the PURPA Interconnection
standard and recommends that the Commission
make such a finding.
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Appendix A: Energy Policy Act of 2005

SEC. 1251. Net Metering and Additional Standards,
SEC. 1252. Smart Metering and

SEC. 1254. Interconnection.
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ENERGY POLICY ACT OF 2005
Public Law 109-58
109th Congress

An Act
To ensure jobs for our future with secure, affordable, and reliable energy.

Aug. 8, 2005 - [H.R. 6]

TITLE XII—ELECTRICITY (11) NET METERING- Each electric utility shall make
available upon request net metering service to any electric consumer that the electric
utility serves.

Subtitle E--Amendments to PURPA

SEC. 1251. NET METERING AND ADDITIONAL STANDARDS.

(a) Adoption of Standards- Section 111(d) of the Public Utility Regulatory Policies

Act of 1978 (16 U.S.C. 2621(d)) is amended by adding at the end the following:
"(11) Net metering.--Each electric utility shall make available upon
request net metering service to any electric consumer that the electric
utility serves. For purposes of this paragraph, the term "net metering
service' means service to an electric consumer under which electric
energy generated by that electric consumer from an eligible on-site
generating facility and delivered to the local distribution facilities may be
used to offset electric energy provided by the electric utility to the electric
consumer during the applicable billing period.
(12) FUEL SOURCES- Each electric utility shall develop a plan to
minimize dependence on 1 fuel source and to ensure that the electric
energy it sells to consumers is generated using a diverse range of fuels
and technologies, including renewable technologies.
(13) FOSSIL FUEL GENERATION EFFICIENCY- Each electric utility
shall develop and implement a 10-year plan to increase the efficiency of
its fossil fuel generation.’

(b) Compliance-
(1) TIME LIMITATIONS- Section 112(b) of the Public Utility Regulatory
Policies Act of 1978 (16 U.S.C. 2622(b)) is amended by adding at the end
the following:

“(3)(A) Not later than 2 years after the enactment of this paragraph, each State

regulatory authority (with respect to each electric utility for which it has

ratemaking authority) and each nonregulated electric utility shall commence the

consideration referred to in section 111, or set a hearing date for such

consideration, with respect to each standard established by paragraphs (11)

through (13) of section 111(d).

*(B) Not later than 3 years after the date of the enactment of this paragraph, each

State regulatory authority (with respect to each electric utility for which it has

ratemaking authority), and each nonregulated electric utility, shall complete the

consideration, and shall make the determination, referred to in section 111 with

respect to each standard established by paragraphs (11) through (13) of section

111(d).".
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(2) FAILURE TO COMPLY- Section 112(c) of the Public Utility Regulatory
Policies Act of 1978 (16 U.S.C. 2622(c)) is amended by adding at the end
the following: “In the case of each standard established by paragraphs
(12) through (13) of section 111(d), the reference contained in this
subsection to the date of enactment of this Act shall be deemed to be a
reference to the date of enactment of such paragraphs (11) through (13).".
(3) PRIOR STATE ACTIONS-
(A) IN GENERAL- Section 112 of the Public Utility Regulatory
Policies Act of 1978 (16 U.S.C. 2622) is amended by adding at the
end the following:
*(d) Prior State Actions- Subsections (b) and (c) of this section shall not apply to
the standards established by paragraphs (11) through (13) of section 111(d) in
the case of any electric utility in a State if, before the enactment of this
subsection--
*(1) the State has implemented for such utility the standard concerned (or
a comparable standard);
*(2) the State regulatory authority for such State or relevant nonregulated
electric utility has conducted a proceeding to consider implementation of
the standard concerned (or a comparable standard) for such utility; or
*(3) the State legislature has voted on the implementation of such
standard (or a comparable standard) for such utility.".
(B) CROSS REFERENCE- Section 124 of such Act (16 U.S.C.
2634) is amended by adding the following at the end thereof: “In
the case of each standard established by paragraphs (11) through
(13) of section 111(d), the reference contained in this subsection
to the date of enactment of this Act shall be deemed to be a
reference to the date of enactment of such paragraphs (11)
through (13).".
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SEC. 1252. SMART METERING.
(a) In General- Section 111(d) of the Public Utility Regulatory Policies Act of 1978
(16 U.S.C. 2621(d)) is amended by adding at the end the following:
(14) TIME-BASED METERING AND COMMUNICATIONS- (A) Not later
than 18 months after the date of enactment of this paragraph, each
electric utility shall offer each of its customer classes, and provide
individual customers upon customer request, a time-based rate schedule
under which the rate charged by the electric utility varies during different
time periods and reflects the variance, if any, in the utility's costs of
generating and purchasing electricity at the wholesale level. The time-
based rate schedule shall enable the electric consumer to manage
energy use and cost through advanced metering and communications
technology.
(B) The types of time-based rate schedules that may be offered under
the schedule referred to in subparagraph (A) include, among others--
“(i) time-of-use pricing whereby electricity prices are set for a
specific time period on an advance or forward basis, typically not
changing more often than twice a year, based on the utility's cost
of generating and/or purchasing such electricity at the wholesale
level for the benefit of the consumer. Prices paid for energy
consumed during these periods shall be pre-established and
known to consumers in advance of such consumption, allowing
them to vary their demand and usage in response to such prices
and manage their energy costs by shifting usage to a lower cost
period or reducing their consumption overall;
“(ii) critical peak pricing whereby time-of-use prices are in effect
except for certain peak days, when prices may reflect the costs of
generating and/or purchasing electricity at the wholesale level and
when consumers may receive additional discounts for reducing
peak period energy consumption;
“(iii) real-time pricing whereby electricity prices are set for a
specific time period on an advanced or forward basis, reflecting
the utility's cost of generating and/or purchasing electricity at the
wholesale level, and may change as often as hourly; and
“(iv) credits for consumers with large loads who enter into pre-
established peak load reduction agreements that reduce a utility's
planned capacity obligations.
*(C) Each electric utility subject to subparagraph (A) shall provide each
customer requesting a time-based rate with a time-based meter capable
of enabling the utility and customer to offer and receive such rate,
respectively.
(D) For purposes of implementing this paragraph, any reference
contained in this section to the date of enactment of the Public Utility
Regulatory Policies Act of 1978 shall be deemed to be a reference to the
date of enactment of this paragraph.
'(E) In a State that permits third-party marketers to sell electric energy to
retail electric consumers, such consumers shall be entitled to receive the
same time-based metering and communications device and service as a
retail electric consumer of the electric utility.
“(F) Notwithstanding subsections (b) and (c) of section 112, each State
regulatory authority shall, not later than 18 months after the date of
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enactment of this paragraph conduct an investigation in accordance with
section 115(i) and issue a decision whether it is appropriate to implement
the standards set out in subparagraphs (A) and (C).".
(b) State Investigation of Demand Response and Time-Based Metering- Section
115 of the Public Utility Regulatory Policies Act of 1978 (16 U.S.C. 2625) is
amended as follows:
(1) By inserting in subsection (b) after the phrase “the standard for time-
of-day rates established by section 111(d)(3)' the following: “and the
standard for time-based metering and communications established by
section 111(d)(14)'.
(2) By inserting in subsection (b) after the phrase “are likely to exceed the
metering' the following: "and communications'.
(3) By adding at the end the following:
*(i) Time-Based Metering and Communications- In making a determination with
respect to the standard established by section 111(d)(14), the investigation
requirement of section 111(d)(14)(F) shall be as follows: Each State regulatory
authority shall conduct an investigation and issue a decision whether or not it is
appropriate for electric utilities to provide and install time-based meters and
communications devices for each of their customers which enable such
customers to participate in time-based pricing rate schedules and other demand
response programs.'.
(c) Federal Assistance on Demand Response- Section 132(a) of the Public Utility
Regulatory Policies Act of 1978 (16 U.S.C. 2642(a)) is amended by striking "and'
at the end of paragraph (3), striking the period at the end of paragraph (4) and
inserting *; and', and by adding the following at the end thereof:
*(5) technologies, techniques, and rate-making methods related to
advanced metering and communications and the use of these
technologies, techniques and methods in demand response programs.'.
(d) Federal Guidance- Section 132 of the Public Utility Regulatory Policies Act of
1978 (16 U.S.C. 2642) is amended by adding the following at the end thereof:
“(d) Demand Response- The Secretary shall be responsible for--
*(1) educating consumers on the availability, advantages, and benefits of
advanced metering and communications technologies, including the
funding of demonstration or pilot projects;
*(2) working with States, utilities, other energy providers and advanced
metering and communications experts to identify and address barriers to
the adoption of demand response programs; and
*(3) not later than 180 days after the date of enactment of the Energy
Policy Act of 2005, providing Congress with a report that identifies and
guantifies the national benefits of demand response and makes a
recommendation on achieving specific levels of such benefits by January
1, 2007.".
(e) Demand Response and Regional Coordination-
(1) IN GENERAL- It is the policy of the United States to encourage States
to coordinate, on a regional basis, State energy policies to provide
reliable and affordable demand response services to the public.
(2) TECHNICAL ASSISTANCE- The Secretary shall provide technical
assistance to States and regional organizations formed by two or more
States to assist them in--
(A) identifying the areas with the greatest demand response
potential;
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(B) identifying and resolving problems in transmission and
distribution networks, including through the use of demand
response;
(C) developing plans and programs to use demand response to
respond to peak demand or emergency needs; and
(D) identifying specific measures consumers can take to
participate in these demand response programs.
(3) REPORT- Not later than 1 year after the date of enactment of the
Energy Policy Act of 2005, the Commission shall prepare and publish an
annual report, by appropriate region, that assesses demand response
resources, including those available from all consumer classes, and
which identifies and reviews--
(A) saturation and penetration rate of advanced meters and
communications technologies, devices and systems;
(B) existing demand response programs and time-based rate
programs;
(C) the annual resource contribution of demand resources;
(D) the potential for demand response as a quantifiable, reliable
resource for regional planning purposes;
(E) steps taken to ensure that, in regional transmission planning
and operations, demand resources are provided equitable
treatment as a quantifiable, reliable resource relative to the
resource obligations of any load-serving entity, transmission
provider, or transmitting party; and
(F) regulatory barriers to improve customer participation in
demand response, peak reduction and critical period pricing
programs.
() Federal Encouragement of Demand Response Devices- It is the policy of the
United States that time-based pricing and other forms of demand response,
whereby electricity customers are provided with electricity price signals and the
ability to benefit by responding to them, shall be encouraged, the deployment of
such technology and devices that enable electricity customers to participate in
such pricing and demand response systems shall be facilitated, and unnecessary
barriers to demand response patrticipation in energy, capacity and ancillary
service markets shall be eliminated. It is further the policy of the United States
that the benefits of such demand response that accrue to those not deploying
such technology and devices, but who are part of the same regional electricity
entity, shall be recognized.
(9) Time Limitations- Section 112(b) of the Public Utility Regulatory Policies Act
of 1978 (16 U.S.C. 2622(b)) is amended by adding at the end the following:
“(4)(A) Not later than 1 year after the enactment of this paragraph, each
State regulatory authority (with respect to each electric utility for which it
has ratemaking authority) and each nonregulated electric utility shall
commence the consideration referred to in section 111, or set a hearing
date for such consideration, with respect to the standard established by
paragraph (14) of section 111(d).
*(B) Not later than 2 years after the date of the enactment of this
paragraph, each State regulatory authority (with respect to each electric
utility for which it has ratemaking authority), and each nonregulated
electric utility, shall complete the consideration, and shall make the
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determination, referred to in section 111 with respect to the standard
established by paragraph (14) of section 111(d).".
(h) Failure to Comply- Section 112(c) of the Public Utility Regulatory Policies Act
of 1978 (16 U.S.C. 2622(c)) is amended by adding at the end the following:
“In the case of the standard established by paragraph (14) of section 111(d), the
reference contained in this subsection to the date of enactment of this Act shall
be deemed to be a reference to the date of enactment of such paragraph (14).".
(i) Prior State Actions Regarding Smart Metering Standards-
(1) IN GENERAL- Section 112 of the Public Utility Regulatory Palicies Act
of 1978 (16 U.S.C. 2622) is amended by adding at the end the following:
“(e) Prior State Actions- Subsections (b) and (c) of this section shall not apply to
the standard established by paragraph (14) of section 111(d) in the case of any
electric utility in a State if, before the enactment of this subsection--
(1) the State has implemented for such utility the standard concerned (or
a comparable standard);
*(2) the State regulatory authority for such State or relevant nonregulated
electric utility has conducted a proceeding to consider implementation of
the standard concerned (or a comparable standard) for such utility within
the previous 3 years; or
*(3) the State legislature has voted on the implementation of such
standard (or a comparable standard) for such utility within the previous 3
years.'.
(2) CROSS REFERENCE- Section 124 of such Act (16 U.S.C. 2634) is
amended by adding the following at the end thereof: “In the case of the
standard established by paragraph (14) of section 111(d), the reference
contained in this subsection to the date of enactment of this Act shall be
deemed to be a reference to the date of enactment of such paragraph
(14).".
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SEC. 1254. INTERCONNECTION.
(a) Adoption of Standards- Section 111(d) of the Public Utility Regulatory Policies
Act of 1978 (16 U.S.C. 2621(d)) is amended by adding at the end the following:
(15) INTERCONNECTION- Each electric utility shall make available,
upon request, interconnection service to any electric consumer that the
electric utility serves. For purposes of this paragraph, the term
“interconnection service' means service to an electric consumer under
which an on-site generating facility on the consumer's premises shall be
connected to the local distribution facilities. Interconnection services shall
be offered based upon the standards developed by the Institute of
Electrical and Electronics Engineers: IEEE Standard 1547 for
Interconnecting Distributed Resources with Electric Power Systems, as
they may be amended from time to time. In addition, agreements and
procedures shall be established whereby the services are offered shall
promote current best practices of interconnection for distributed
generation, including but not limited to practices stipulated in model codes
adopted by associations of state regulatory agencies. All such
agreements and procedures shall be just and reasonable, and not unduly
discriminatory or preferential.".
(b) Compliance-
(1) TIME LIMITATIONS- Section 112(b) of the Public Utility Regulatory
Policies Act of 1978 (16 U.S.C. 2622(b)) is amended by adding at the end
the following:
“(5)(A) Not later than 1 year after the enactment of this paragraph, each
State regulatory authority (with respect to each electric utility for which it
has ratemaking authority) and each nonregulated utility shall commence
the consideration referred to in section 111, or set a hearing date for
consideration, with respect to the standard established by paragraph (15)
of section 111(d).
*(B) Not later than two years after the date of the enactment of the this
paragraph, each State regulatory authority (with respect to each electric
utility for which it has ratemaking authority), and each nonregulated
electric utility, shall complete the consideration, and shall make the
determination, referred to in section 111 with respect to each standard
established by paragraph (15) of section 111(d).".
(2) FAILURE TO COMPLY- Section 112(d) of the Public Utility Regulatory
Policies Act of 1978 (16 U.S.C. 2622(c)) is amended by adding at the end
the following: “In the case of the standard established by paragraph (15),
the reference contained in this subsection to the date of enactment of this
Act shall be deemed to be a reference to the date of enactment of
paragraph (15).".
(3) PRIOR STATE ACTIONS-
(A) IN GENERAL- Section 112 of the Public Utility Regulatory
Policies Act of 1978 (16 U.S.C. 2622) is amended by adding at the
end the following:
“(f) Prior State Actions- Subsections (b) and (c) of this section shall not apply to
the standard established by paragraph (15) of section 111(d) in the case of any
electric utility in a State if, before the enactment of this subsection--
'(1) the State has implemented for such utility the standard concerned (or
a comparable standard);
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'(2) the State regulatory authority for such State or relevant nonregulated
electric utility has conducted a proceeding to consider implementation of
the standard concerned (or a comparable standard) for such utility; or
*(3) the State legislature has voted on the implementation of such
standard (or a comparable standard) for such utility.".
(B) CROSS REFERENCE- Section 124 of such Act (16 U.S.C.
2634) is amended by adding the following at the end thereof: "In
the case of each standard established by paragraph (15) of
section 111(d), the reference contained in this subsection to the
date of enactment of the Act shall be deemed to be a reference to
the date of enactment of paragraph (15).".
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Appendix B: Decision No. C06-0302

ORDER OPENING INVESTIGATORY
DOCKET AND NOTICE OF INQUIRY
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Decision No. C06-0302

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF
COLORADO

DOCKET NO. 061-169E

IN THE MATTER OF THE INVESTIGATION INTO THE ENERGY POLICY ACT OF
2005 ADDITION OF FIVE NEW PURPA STANDARDS TO ADDRESS CURRENT
CONSERVATION AND EFFICIENCY NEEDS.

ORDER OPENING INVESTIGATORY
DOCKET AND NOTICE OF INQUIRY

Mailed Date: March 31, 2006
Adopted Date: March 29, 2006

. BY THE COMMISSION

A. Statement

1. On August 8, 2005, the Energy Policy Act of 2005 (EPAct) was enacted. The
EPAct, in part, amended Sections 111, 112, and 124 of the Public Utility Regulatory Policies Act
of 1978 (PURPA) as implemented in 16 U.S.C. § 2621, by adding five new standards to
8 2621(d). Those standards, which are spelled out in detail in Attachment A to this Order, include
net metering, fuel sources, fossil fuel efficiency, time based metering, and interconnection. The
PURPA directs each State regulatory authority to “make a determination concerning whether or
not it is appropriate to implement such standards to carry out the purposes of this chapter.”
Further, the PURPA provides that the State regulatory authority may “implement any such
standard determined under subsection (a) of this section to be appropriate to carry out the

purposes of this chapter.”

2. The purposes established within the PURPA are to encourage conservation of
energy supplied by electric utilities; to optimize the efficiency of use of facilities and resources by

electric utilities; and provide for equitable rates to electric consumers.
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3. The EPAct established the following deadlines for each State regulatory authority

to commence the consideration and to complete the determination and issue a decision with

respect to implementation:

Begin Issue

Standard Consideration  Decision
(11) NET METERING 8-Aug-07 8-Aug-08
(12) FUEL SOURCES 8-Aug-07 8-Aug-08
(13) FOSSIL FUEL GENERATION EFFICIENCY 8-Aug-07 8-Aug-08
(14) TIME-BASED METERING 8-Aug-06 8-Aug-07
(15) INTERCONNECTION 8-Aug-06 8-Aug-07
4. By this Order, we deem it necessary to open an investigatory docket to consider

whether it is appropriate to implement each of the five new PURPA standards.

5. The investigatory docket begins this inquiry. Depending on the outcome of the
comments and information gleaned, we may initiate rulemaking to address the new PURPA
standards or take other actions. The course of this inquiry is to be determined by the nature and

content of the information gathered.

6. We recently recodified our rules found at 4 Code of Colorado Regulations (CCR)
723-3, including rules pertinent to this docket. Those rules shall be effective on April 1, 2006.

We find it prudent that this docket proceed in the context of the new rules.

7. We are in the process of establishing final rules with regard to the Renewable
Energy Standard. These rules are also pertinent to this docket. The most recent draft version of

the Renewable Energy Standard rules is available on the Commission web site.

8. The primary goal of this inquiry is to determine whether the implementation of
each new standard will result in purposes established in the EPAct. Accordingly, we seek
suggestions from interested parties on changes or modifications that should be made to rules

regulating electric utilities consistent with the EPAct. To that end, we request that interested
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parties address in particular, but not as a limitation, any or all of the following questions relative

to the standards under consideration.

9. NET METERING - Considering that Net Metering is effectively available to
customers with Eligible Renewable Energy Resources as defined in 4 CCR 723-3650(f) and

Small Power Producers and Cogenerators as defined in 4 CCR 723-3900, please respond to the

following:
a. Are there electric customers with generating capabilities
excluded from Net Metering that would benefit from the service?
b. Are there any enhancements that should be made to existing
electric rules that would better fulfill the purposes stated in the
PURPA?

10. FUEL SOURCES - Considering that the Least-Cost Planning Rule 4 CCR 723-
3610(e) establishes that:

the utility shall consider renewable resources; resources that produce
minimal emissions or minimal environmental impact; energy-efficient
technologies; and resources that provide beneficial contributions to
Colorado’s energy security, economic prosperity, environmental
protection, and insulation from fuel price increases.

And the Renewable Energy Standard, 4 CCR-723-3650 et seq. establishes specific renewable

energy requirements for retail electric utilities serving over 40,000 customers, please respond to

the following:
a. Are changes to existing rules required to comply with the
standard?
b. Are there any enhancements that should be made to existing
electric rules that would better fulfill the purposes stated in the
PURPA?
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11. FOSSIL FUEL GENERATION EFFICIENCY - The Least-Cost Planning
Rule 4 CCR 723-3610(f) states:

In selecting its final resource plan, the utility’s objective shall be to
minimize the net present value of rate impacts, consistent with reliability
considerations and with financial and development risks. In its bid
solicitation and evaluation process, the utility shall consider renewable
resources; resources that produce minimal emissions or minimal
environmental impact; energy-efficient technologies; and resources that
provide beneficial contributions to Colorado’s energy security, economic
prosperity, environmental protection, and insulation from fuel price
increases. Further, the utility shall grant a preference to such resources
where cost and reliability considerations are equal.

In order to determine whether planning should include requirements for achieving increases in
fossil fuel generation it is necessary to gather additional information. To that end, please respond
to the following:

a. Should resource planning rules establish specific targets for
increases in fossil fuel generation efficiency?

b. Should efficiency targets be set on a unit specific basis, overall
fossil fuel generation fleet basis?

C. Should efficiency targets be different for base load, load
following and peaking units?

d. Should efficiency targets be different for the coal, oil or gas
thermal steam units, oil or gas simple cycle combustion turbines,
and oil or gas combined cycle combustion turbines?

e. Should efficiency targets be different for existing fossil fuel units
and proposed resources?

f. Should the measure of increase in efficiency basis be average
heat rate, or incremental heat rate?

g. What existing proven technologies are available for increasing
the efficiency of existing fossil fuel generation units, and at what
cost or benefit to rate payers?

h. In a ten-year or Least Cost Planning period, what level of
increase in efficiency would be reasonable to target for the
various categories above?
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12. TIME-BASED METERING AND COMMUNICATIONS. - Currently, the rules
established by the Commission do not require utilities to offer time-based rate schedules under
which the rates charged vary during different time periods and reflect the variance, if any, in the
utility’s costs of generating and purchasing electricity at the wholesale level. In order to
determine whether it would be appropriate to do so it is necessary to gather additional
information. To that end, please respond to the following:
a. Where Time Based Metering has already been implemented on
either a voluntary or test basis, do results indicate that customers

respond to higher peak energy pricing by reducing consumption
during peak periods?

b. What available metering technologies are available for making
available the various time based rate schedules indicated in the
standard, and at what cost or benefit to rate payers?

C. Is there a quantifiable level of unfulfilled demand for time based
metering and, if so, what level of subscription may be anticipated
for the various classes of service?

13. INTERCONNECTION - The rules for the Renewable Energy Standard include
Interconnection Rule 4 CCR 723-3665 that applies to all small generation resources including
Eligible Renewable Energy Resources. The rule is for the most part based on Federal Energy
Regulatory Commission (FERC) Order No. 2006-A, issued November 22, 2005, but limits the
application to generating facilities no larger than ten MW in order to comply with Institute of
Electrical and Electronics Engineers (IEEE) Standard 1547. Considering that the rule complies

with FERC and IEEE guidelines, please respond to the following:

a. Are changes to existing rules required to comply with the
standard?

b. Are there any enhancements that should be made to existing
electric rules that would better fulfill the purposes stated in the
PURPA?
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14. At this time, we will not order a specific procedural schedule. However, the
docket will proceed in the following fashion. Interested parties shall submit written comments on
or before close of business Monday, May 29, 2006. After due consideration of the comments, we
will take appropriate action which may include initiation of additional proceedings in this or
another docket. Commission Staff (Staff) is directed to devise, evaluate, and recommend to the
Commission efficient and expeditious means of obtaining public input on the issues in this matter.
Staff’s efforts should include, at a minimum, consideration of the mechanisms utilized in past
dockets such as customer surveys, public hearings and meetings, and work shops.

1. ORDER

A. The Commission Orders That:

1. An investigatory docket shall be opened consistent with the discussion above.

2. Interested persons may file their initial written comments on or before May 29,
2006.

3. This Order is effective on its Mailed Date.
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B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
March 29, 2006.

(SEAL) THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO

GREGORY E. SOPKIN

POLLY PAGE

ATTEST: A TRUE COPY

@7@%,

Commissioners

Doug Dean,
Director
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Appendix C: Responses to Inquiry
City of Boulder
Colorado Rural Electric Association
Holy Cross Energy
Hunt Technologies, Inc
Interwest Energy Alliance

Public Service Company of Colorado
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