Decision No. C98-1089

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO. 97K-520E (CONSOLIDATED)

DOCKET NO. 97d-392e
IN THE MATTER OF Public Service Company of Colorado'S REQUEST FOR DECLARATORY ORDER REGARDING OBLIGATION TO PURCHASE FROM A QUALIFYING FACILITY.

DOCKET NO. 97F-440E
REDLANDS WATER AND POWER COMPANY

v.

Public Service Company of Colorado.

DECISION LIFTING STAY AND
MODIFYING DECISION NO. R98-941

Mailed Date:  November 6, 1998

Adopted Date:  November 4, 1998

I.
BY THE COMMISSION:

A. Statement

1. This matter comes before the Colorado Public Util-ities Commission (“Commission”), on its own motion, for con-sideration of Decision No. R98-941.  By Decision No. R98-941, a hearing commissioner recommended approval of the stipulation and settlement agreement (“Final Stipulation”)
 entered into by Pub-lic Service Company of Colorado (“Public Service”) and Redlands Water and Power Company (“Redlands”), which agreement resolved the issues in this matter.  By Decision No. C98-999, the Commis-sion stayed the recommended decision in order to permit more thorough review.

2. Now being duly advised in the premises, and no exceptions to Decision No. R98-941 having been filed, the Commis-sion will approve the Final Stipulation with a modification as described below.

B.
Findings and Conclusions

1. The Final Stipulation entered into between Public Service and Redlands resolved the issues in both of the dockets that make up this consolidated proceeding.  The Final Stipulation generally sets forth a stand-alone purchase power agreement whereby Public Service will purchase capacity and energy from Redlands’ Qualifying Facility (“QF”) (a 1.5 MW hydroelectric facility) for a seven-year term commencing January 1, 1998 and ending on December 31, 2004.  Per the terms of the Final Stipula-tion, Public Service has agreed to purchase all capacity made available from Redlands at the rate of $3.42 per kW-mo for 1998.  For the years 1999, 2000, 2001, 2002, 2003, and 2004, Public Service has agreed to purchase a year round base capacity of 600 kW at the rate of $3.42 per kW-mo and a seasonal capacity, not to exceed 900 kW, at the rate of $2.28 per kW-mo.  Energy rates will be Public Service’s QF energy payment rate on file with the Commission, which rate is updated annually.

2. The letter, dated June 1, 1998, accompanying the Stipulation and Settlement Agreement, described the cost treat-ment of the contract desired by Public Service and Redlands.  This letter provided that Public Service and Redlands desired the following:

(1)
all capacity costs under the Final Stipulation can be collected through Public Service’s QFCCA;

(2)
energy costs under the Final Stipulation can be collected through Public Service’s ICA;

(3)
there will be no adverse impact or penalty to Public Service shareholders due to the agreement to allow a shortened notice period in Section II.1 (to accommodate Redlands’ self-supply arrangement);

(4)
there will be no adverse impact or penalty to Public Service shareholders as a result of the adjust-ments to fees noted in Sections III.2 and III.4 (relat-ing to costs for a metering conversion and ongoing metering in connection with Redlands’ self-supply arrangement) and IV.1 (a capacity factor adjustment for a period that Redlands was off-line in March 1998).

These cost treatment requests were approved in Decision No. R98-941.

3. The Commission finds that the second, third, and fourth cost treatment requests are acceptable; however, the Com-mission finds that the first cost treatment request--the use of the Qualifying Facility Capacity Cost Adjustment (“QFCCA”) to pass through capacity costs to the ratepayer--is not acceptable.  The Commission believes that the public policy considerations which resulted in the determination in Docket No. 93S-151E (Deci-sion No. C93-1500) that the QFCCA should be limited to existing QF contracts are still relevant.  For this reason, and since Public Service has agreed to enter into a new contract with Redlands, the Commission finds that this settlement term should be rejected.  It should be noted that nothing precludes Public Service from requesting recovery of the capacity costs incurred as a result of the Final Stipulation in a future rate case or other appropriate filing.

II.
order

A. The Commission Orders That:

1. The stay of Decision No. R98-941 entered by Deci-sion No. C98-999 is hereby lifted.

2. The Stipulation and Settlement Agreement filed on June 1, 1998, as revised on July 31, 1998, by and between Public Service Company of Colorado and Redlands Water and Power Company is approved consistent with the above discussion.  As a result, the Commission denies the ability of Public Service Company of Colorado to collect the capacity costs under the Final Stip-ulation through its Qualifying Facility Capacity Cost Adjustment.

3. The 20-day period provided for in § 40-6-114(1), C.R.S., within which to file applications for rehearing, reargu-ment, or reconsideration begins on the first day following the effective date of this Decision.

4. This Decision is effective on its Mailed Date.

B.
ADOPTED IN COMMISSIONERS' WEEKLY MEETING 
 

November 4, 1998.
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____________________

Bruce N. Smith

Director
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� The initial stipulation (“Stipulation and Settlement Agreement”) was filed on June 1, 1998, and the parties later submitted revised terms on July 31, 1998.  The amended “final” stipulation, along with the letter accompanying the Stipulation and Settlement Agreement, are the documents which are being reviewed by the Commission.
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