Decision No. C98-1093

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO. 98M-351E
IN THE MATTER OF NEAR TERM ELECTRIC SUPPLY ADEQUACY OF PUBLIC SERVICE COMPANY OF COLORADO.
Order Approving Settlement Agreement
With Modifications and Granting Reconsideration of Oral Rulings
Mailed Date:  November 6, 1998

Adopted Date:  October 2, 1998

I.
by the commission

A. Background

1. By Decision No. C98-739, dated August 3, 1998, the Colorado Public Utilities Commission (“Commission”) opened this docket to answer questions regarding the electric supply adequacy through approximately September 30, 1999, of Public Service Com-pany of Colorado (“Public Service”).  Specifically, the Commis-sion sought information regarding Public Service’s forecasting methodology, its need for new resources to meet any forecasted load in excess of its present net dependable capacity when accounting for the required reserve margin, and the method by which it intended to acquire such resources, if needed.

2. The primary impetus behind the opening of this docket was the achievement by Public Service of a new system peak load of 4,835 MW on July 13, 1998, and an even higher forecasted system peak load of 5,000 MW on July 20, 1998.  While the actual and forecasted system peaks represented significant increases from the 1997 peak, the load amounts themselves did not draw the attention of the Commission.  Instead, it was Public Service’s inability to meet the forecasted July 20, 1998 load without appealing to its customers to voluntarily reduce their use of electricity that caught the Commission’s attention.

3. On August 10, 1998, Public Service filed its response to Decision No. C98-739.  See Exhibits 8A and 8B.  Pub-lic Service explained that it believed temperature to be a major factor in the 5,000 MW forecasted peak load for July 20, 1998.  Thus, Public Service concluded that the 4,835 MW peak actually achieved should be utilized as the basis for its demand forecast and resource need assessment through the summer of 1999.  Based on the selection of 4,835 MW as the basis for its demand forecast through September 30, 1999, Public Service then proposed to use a subjective trend analysis to determine if there is need for addi-tional resources during that period.  This analysis resulted in a projected need in January, 1999 of 56 MW, in July, 1999 of 106 MW, and in August, 1999 of 55 MW.
  In order to pursue these additional resources, Public Service pointed out that it would likely need to seek a waiver of certain of the Commission’s Electric Integrated Resource Planning Rules (“IRP Rules”), 4 Code of Colorado Regulations (“CCR”) 723-21.

4. By Decision No. C98-783, dated August 13, 1998, the Commission determined that it desired to provide the oppor-tunity for interested persons to comment on Public Service’s above-described response.  In order to achieve this result, the Commission provided for the filing of petitions to intervene and written comments.  The Commission also set this matter for a hearing to be conducted as part of the Commission’s previously set hearing regarding Public Service’s 1996 Integrated Resource Plan (“IRP”) (Docket No. 97A-297E).

5. Petitions for intervention were filed by the Arkansas Power River Authority, the Colorado Governor’s Office of Energy Conservation, the Colorado Independent Energy Association (“CIEA”), Colorado Interstate Gas Company, K N Energy, Inc., K N Services, Inc., the Land and Water Fund of the Rockies (“LAW Fund”), North American Power Group, Ltd., and Tri-State Genera-tion and Transmission Association, Inc. (“Tri-State”).  Addi-tionally, the Colorado Renewable Energy Society orally petitioned for intervention prior to the commencement of the hearing.  These petitions to intervene were granted by Decision No. C98-871.

6. Comments were filed in response to Decision No. C98-783 by CIEA, LAW Fund, the Office of Consumer Counsel, Staff of the Commission, and Tri-State.

7. Pursuant to Decision No. C98-783, the Commission conducted eight days of hearing between August 28 and Septem-ber 18, 1998, which hearing also concerned issues pertaining to Docket No. 97A-297E and Docket No. 97A-521E (Public Service’s application related to its Valmont Unit 5 Turbine Blade Project).  At the hearing, Exhibits 1 through 17 were admitted.  During the hearing, significant time was devoted to trying to understand and critique Public Service’s forecasting methodology and its desire to use a peak load of 4,835 MW as the basis point for its forecasts.  Additionally, the testimony addressed the scope of IRP waivers contemplated by Public Service’s position.

8. The Commission set aside September 25, 1998 for deliberations in this docket and Docket Nos. 97A-297E and 97A-521E.  The Commission conducted oral deliberations of this docket and Docket No. 97A-521E on that date, but deferred the delibera-tions on Docket No. 97A-297E based on a letter stating that an agreement to settle the issues in Docket No. 97A-297E had been reached but not executed.

9. On September 28, 1998, Public Service filed a motion to accept a stipulation and settlement agreement and for partial reconsideration of the oral decision reached by the Com-mission in this docket and in Docket No. 97A-521E.
  Several par-ties to this docket joined the motion.  Public Service is seeking partial reconsideration of the Commission’s oral decision in this docket because the settlement agreement that was actually reached addressed the merits of this docket and Docket No. 97A-521E.

10. Now being duly advised in the premises, the Com-mission:  (1) will grant the joint motion to accept the settle-ment agreement as to those portions of the agreement pertaining to this docket subject to certain reporting requirements; and (2) will reconsider its oral determinations of September 25, 1998 based on the contents of the stipulation and settlement agree-ment.

B.
Discussion

The settlement agreement provides that the parties have agreed that Public Service should use the actual peak that it experienced on July 13, 1998--4,835 MW--as the planning assumption for determining its need for additional resources in the near term.  The Commission will accept provisionally the stipulation that a weather anomaly contributed significantly to the 5,000 MW forecasted peak load on July 20, 1998.  Thus, the 

1. Commission finds that Public Service should use 4,835 MW as the planning assumption for its near term resource need forecast.

2. In determining the amount of capacity forecasted to be needed between now and September 30, 1999, it should be noted that Public Service based its need forecast on a Laramie River Station Unit 2 or Unit 3 forced outage and the associated TOT impacts.  Public Service explained that such a resource out-age has the greatest single impact on Public Service’s ability to deliver power to the Colorado Front Range.  While this methodol-ogy was questioned by certain parties, the Commission believes that it should be accepted in light of the evidence introduced during the hearing.

3. Based on the above assumptions, Public Service has determined that it has a maximum short term need of 156 MW of capacity in order to meet its forecasted electric load between now and September 30, 1999.
 For purposes of determining this near term need, the Commission will accept Public Service’s sub-jective trend analysis as a reasonable forecasting methodology.  The Commission accepts this forecasting methodology only because Public Service agreed in the settlement agreement to evaluate its econometric demand forecasting models and file a report in Docket No. 97A-297E on this evaluation by November 30, 1999.

4. The Commission’s willingness to permit Public Service to use the results of a subjective trend analysis to determine its forecasted need over the next 12 months is further conditioned upon submittal of the following reports to this docket.  Prior to analyzing the bids to be received in Public Service’s upcoming 676 MW firm “supply side” capacity bid, Public Service shall file with the Commission its calculation of an explicit winter coincident peak forecast and its calculation of a high and low demand forecast for the period covered by the three-year waiver authorized below.
 Furthermore, Public Service shall file on the first of each month, for the period through and including September 30, 1999, reports, compiled on a rolling basis, similar in form and content to the August 10, 1998 response (see, Exhibits 8A and 8B).  The last such report shall be filed on September 1, 1999.  Finally, the Commission approves Public Service’s commitment to provide it with the results of, and analysis relating to, the 156 MW resource need acquisition process on or before January 31, 1999.

In order to meet the forecasted resource need through September 30, 1999, Public Service proposes to contract 

5. for resources at acceptable prices.  Public Service contemplates that it might be beneficial to enter into contracts of greater than one year in length and thereby, per the settlement agree-ment, seeks a blanket waiver of the IRP Rules found at 4 CCR 723-21-9 as necessary for up to a three-year period for up to 156 MW for the purpose of meeting its short term needs.  This request is generally supported by the parties and is the essence of their motion for partial reconsideration of the Commission’s oral deci-sion of September 25, 1998, wherein the Commission decided to require Public Service to seek a waiver of the IRP Rules by application on a contract-by-contract basis prior to entering into a near term power supply contract of greater than 12 months in duration.

6. The Commission does not believe that the up to three-year blanket waiver approach best complements the approved settlement terms reached in Docket No. 97A-297E.  Pursuant to the settlement of its 1996 IRP, Public Service will be conducting a new firm “supply side” bid process seeking up to 676 MW of resources to be on-line by the summer of 2000.  Any contract entered into as a result of this proceeding which extends into the summer of 2000 or even the summer of 2001 would be an offset to the identified 676 MW and 29 MW forecasted resource need for those summers.  The Commission is concerned that the possible resulting offset will negatively impact the robustness of the new firm “supply side” Request for Proposal.  Despite the Commis-sion’s concerns, however, an up to three-year blanket waiver is an acceptable outcome in this docket when the settlement agree-ment is viewed as a whole.  Therefore, the Commission will grant the motion for reconsideration as it pertains to this docket and waive Rule 4 CCR 732-21-9 to the extent necessary to accomplish the terms of Paragraph II.I of the settlement agreement.

II.
ORDER

A. The Commission Orders That:

1. The Joint Motion to Accept the Stipulation and Settlement Agreement and for Partial Reconsideration is granted conditioned upon the fulfilling of the reporting requirements described in this Decision.

2. Public Service Company of Colorado is granted a waiver of the necessary portions of Rule 4 Code of Colorado Reg-ulations 723-21-9 for up to a three-year period for up to 156 MW for the purpose of meeting its short term needs.

3. This Order is effective on its Mailed Date.

B.
ADOPTED IN COMMISSIONERS' WEEKLY MEETING
October 2, 1998.
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Bruce N. Smith

Director



� The resource need for each of these months was revised upward by 50 MW as a result of testimony introduced in the hearing in this matter.


� Notices of intervention were filed by the Colorado Office of Consumer Counsel and the Staff of the Commission.


� A motion to supplement the settlement agreement was filed on September 29, 1998 to substitute certain signatory pages.


� Interested persons should consult the separate decisions issued in Docket Nos. 97A-297E and 97A-521E for resolution of the issues presented in those dockets.


� The increase from the maximum of 106 MW set forth in Exhibit 8A to the 156 MW set forth in the settlement agreement results from a correction to Public Service’s transmission system assumptions disclosed during the course of the hearing testimony regarding Confidential Exhibit No. 2 to Exhibit 8B.


� This is consistent with the reporting requirements described at Paragraph II.O. of the settlement agreement and Paragraph I.B.7 of Decision No. C98-1042 issued in Docket No. 97A-297E.
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