Decision No. R98-941

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.

RECOMMENDED DECISION OF HEARING COMMISSIONER
R. BRENT ALDERFER APPROVING
STIPULATION AND SETTLEMENT AGREEMENT

Mailed Date:   September 23, 1998

I.
STATEMENT

A.
On August 29, 1997, Public Service Company of Colorado (“Public Service”) filed a request for a declaratory order (Docket No. 97D-392E).  The declaratory order request sought a ruling from the Colorado Public Utilities Commission (“Commission”) regarding Public Service’s obligations to purchase power from the 1.5 MW hydroelectric facility owned by Redlands Water and Power Company (“Redlands”), which facility is a qualifying facility (“QF”) within the meaning of the Public Utilities Regulatory Policies Act (“PURPA”).  Specifically, Public Service requested that the Commission enter an order declaring that Public Service:

(1) has no obligation under the Colorado QF rules to purchase capacity from the Redlands’ QF outside of the competitive resource acquisition resource process set out in the Commission’s Electric Integrated Resource Planning Rules (“IRP Rules”), COPUC 4 CCR 723-21; and (2) that Public Service can meet any obligation it has to purchase from the Redlands’ QF under the Commission’s Rules Implementing Sections 201 and 210 PURPA, Small Power Production and Cogeneration Facilities, COPUC 4 CCR 723-19, by offering to purchase the electric energy (as opposed to capacity) generated from the Redlands’ facility.

Redlands intervened in Docket No. 97D-392E.

B.
On October 1, 1997, Redlands filed a complaint against Public Service (Docket No. 97F-440E).  In its complaint, Redlands asserted that Public Service was required by PURPA and the Colorado QF Rules, among other things, to purchase capacity and energy made available by Redlands beginning January 1, 1998, at Public Service’s full avoided costs, for a five-year term.  As such Redlands, through its complaint, sought an order from the Commission directing Public Service to enter into a power purchase agreement with Redlands for a five-year term commencing January 1, 1998, with a non-discriminatory capacity factor requirement, at rates based on Public Service’s full avoided costs that take account of the value of the Redlands’ facility to Public Service in meeting retail electric demand in western Grand Junction.

C.
On October 28, 1997, these two matters were consolidated into Docket No. 97K-520E.

D.
On June 1, 1998, while summary judgment motions of both parties were pending, Public Service and Redlands submitted a Stipulation and Settlement Agreement for Commission review and approval.  The Stipulation and Settlement Agreement represents an agreement on price and not an agreement on the legal issues set forth in the pending motions for summary judgment.

E.
On July 22, 1998, the undersigned hearing commissioner conducted a hearing to receive evidence in support of the Stipulation and Settlement Agreement’s principal terms.  A witness for each party testified at the hearing.  During the hearing, the parties orally agreed to a revision to the Stipulation and Settlement Agreement.  On July 31, 1998, Public Service and Redlands formally submitted these revised terms to the Stipulation and Settlement Agreement (“Final Stipulation”).

II.
DISCUSSION

A.
In general, the Final Stipulation sets forth a stand-alone power purchase agreement whereby Public Service will purchase capacity and energy from the Redlands’ QF for a seven-year term commencing on January 1, 1998 and ending on December 31, 2004.  The early termination provision of the Final Stipulation, otherwise known as the market reopener clause, however, establishes a term expiring on December 31, 2002.

B.
By the Final Stipulation, 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.  In all instances, energy will by purchased by Public Service from Redlands at Public Service’s annually filed QF energy rate.  At hearing, Public Service explained that these rates were suggested through new price curves established earlier in 1998 and are representative of prices on the Western Slope of Colorado.

C.
The Final Stipulation also contains provisions related to Redlands’ self-supply of its irrigation pump load and to the manner in which Redlands takes retail service from Public Service (namely the Primary Interruptible rate).

D.
Each of the above described terms are reasonable and in the public interest.

E.
Finally, the cost treatment determinations should be resolved as requested in the letter of June 1, 1998 which accompanied the Stipulation and Settlement Agreement.  Specifically, it is determined that:

(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 adjustments to fees noted in Sections III.2 and III.4 (relating 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).

F.
In accordance with § 40-6-109, C.R.S., it is recommended that the Commission enter the following order.

III.
ORDER

A.
It is Ordered That:

1.
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.

2.
All pending motions, and specifically the pending motions for summary judgment, which have not been ruled upon previously are hereby denied.

3.
This Recommended Decision shall be effective on the day that it becomes the Decision of the Commission, if that is the case, and is entered as of the date above.

4.
As provided by § 40-6-109, C.R.S., copies of this Recommended Decision shall be served upon the parties, who may file exceptions to it.

a.
If no exceptions are filed within 20 days after service or within any extended period of time authorized, or unless the decision is stayed by the Commission on its own motion, the recommended decision shall become the decision of the Commission and subject to the provisions of § 40-6-115, C.R.S.

b.
If a party seeks to amend, modify, annul, or reverse basic findings of fact in its exceptions, that party must request and pay for a transcript to be filed, or the parties may stipulate to portions of the transcript according to the procedure stated in § 40-6-113, C.R.S.  If no transcript or stipulation is filed, the Commission is bound by the facts set out by the hearing commissioner and the parties cannot challenge these facts.  This will limit what the Commission can review if exceptions are filed.

5.
If exceptions to this Recommended Decision are filed, they shall not exceed 30 pages in length, unless the Commission for good cause shown permits this limit to be extended.

B.
This Order is effective immediately.
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