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REPLY COMMENTS

OF THE COLORADO OFFICE OF CONSUMER COUNSEL

Pursuant to Decision No. C08-0821 Order Requesting Additional Responses, issued by the Colorado Public Utilities Commission (“Commission”) on August 6, 2008 (“Order”), the Colorado Office of Consumer Counsel (“OCC”) submits the following Reply Comments.

REPLY COMMENTS


1.
The OCC has reviewed the Initial Comments and would like to offer a response regarding some of the comments on the cost recovery aspects of proposed transmission projects.  As the Commission is aware as a result of the 2007 Legislative Session, the Governor signed Senate Bill 07-100 (“SB-100”)
 which allows a public utility to recover, through a separate rate adjustment clause, the costs that it prudently incurs in planning, developing, and completing the construction or expansion of transmission facilities.  SB-100 also included additional encouragement to utilities to pursue the construction and expansion of transmission facilities by allowing the current recovery of its weighted average cost of capital, including its most recently authorized rate of return on equity, on the total balance of construction work in progress related to such transmission facilities as of the end of the immediately preceding year.  The Commission has approved a Transmission Cost Adjustment (“TCA”) rider pursuant to its authority under SB-100 for Public Service Company of Colorado (“Public Service”).
  

2.
Within Public Service’s Initial Comments, it included a Federal Energy Regulatory Commission (“FERC”) decision from FERC Docket No. ER07-1415-000.  That decision allows the Northern States Power (“NSP”) Companies to include two incentive rate treatments for the NSP Expansion Projects.  The two incentives are:  100 percent Construction Work In Progress (“CWIP”) recovery and recovery of abandoned plant costs which are incurred for reasons beyond the control of the NSP Companies.  While SB-100’s provisions allowing current earnings on CWIP appear to be generally similar to the FERC incentive, it is the inclusion of a guarantee of cost recovery for abandoned projects which are beyond the control of a utility that is a concern for the OCC.  

3.
The FERC decision lists a series of situations under which abandonment might arise.  These include:  because the binding commitments to interconnect and transmit power have not been made, there is the potential that a new renewable generation resource is canceled or significantly modified; since some of the partners in the transmission project are not subject to the Minnesota Commission it’s possible that those partners may change or revise their plans; since the Midwest ISO has substantial planning authority regarding transmission there is some risk that some of the NSP Expansion Projects could be cancelled or revised through the regional planning process; and finally, there could be potential opposition to routing of the transmission projects which might necessitate the abandonment of a project.

4.
The OCC’s concern regarding the guaranteed cost recovery of abandoned projects is that the native utility customers should not be looked at as the “payers of last resort” for every possible situation or mishap.  While we envision that Colorado can develop a robust transmission network that goal should be kept in perspective as to who will pay for this infrastructure.  The OCC would like to suggest that one way to reduce the risk of abandon transmission projects is to implement a concept similar to what the FERC has been utilizing for natural gas pipeline for a number of years.  Under the FERC natural gas pipeline certificate process, prospective pipeline projects conduct an “open season” process whereby the project is announced and prospective shippers then subscribe (bid) on their desired portion of the firm capacity rights of the pipeline.  

5.
We recognize that a natural gas shipper has sufficiently more control over the flow of its natural gas on a pipeline as compared to a wind developer generating renewable energy and moving it over a transmission line, but the subscription concept to a proposed transmission line is an idea which the Commission may wish to give further consideration.  The OCC considers a subscription process appealing since it helps to allocate some of the developmental risk away from the native customer and place it where it belongs—namely on the developers.  We believe that this sort of “market discipline” will ensure that future generation projects are well researched and analyzed thereby reducing the likelihood that they will later be abandoned and thus negatively impacting the economics of a proposed transmission line which may have been justified, in part, on the generation project.

6.
One final idea we would like to suggest for the Commission to consider regarding cost recovery.  If native utility customers have to pay the on-going carrying costs of under-utilized rate based transmission lines, then some type of mechanism should be developed to financially reward these customers as the utilization of these transmission lines increase over time as more renewable energy projects are interconnected.  Drawing a parallel to line extension policies, there may be merit in developing the concept of a “pioneer provision” for proposed rate base transmission lines which initially will be under-utilized.  As the OCC envisions its idea, when a new generation project is interconnected to an existing under-utilized transmission line, then native utility customers are financially compensated for having supported the under-utilized capacity over the years.  We recognize that this pioneer provision charge concept is probably best suited for the exporting of power situation since a developer would likely not be able to pass on the pioneer provision charge to the native Colorado utility customers.  Given that this idea is relatively new for us, the OCC has not been able to develop an approach for the pioneer provision when the new generation is used to meet native utility customer needs.  It would appear that the effect of the pioneer provision in this situation is simply to take money out of one pocket of the customer and transfer it to the other pocket with no real net change or benefit for native utility customers.  If the Commission concludes that our idea has merit, we believe that the Parties to the investigatory docket may be able to more fully develop a workable pioneer provision approach.

CONCLUDING COMMENT

The OCC appreciates the opportunity to provide reply comments and will continue to offer its perspective and assistance to the Commission as to ways in which this inquiry can result in an improved regulatory process and transmission system which ultimately benefits our constituents in the State of Colorado.


DATED this 15th day of August, 2008.
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