Decision No. C99-1156

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO. 99A-432E

IN THE MATTER OF THE APPLICATION OF PUBLIC SERVICE COMPANY OF COLORADO FOR AUTHORIZATION TO DIVEST NEW COMBUSTION TURBINE FACILITIES, TO ENTER INTO SEVEN YEAR POWER PURCHASE AGREEMENTS, AND FOR APPROVAL OF PROPOSED COST RECOVERY PLAN.

DECISION MODIFYING SCOPE OF PROCEEDING 
AND SETTING PROCEDURAL SCHEDULE

Mailed Date:  October 25, 1999

Adopted Date:  October 22, 1999

I. BY THE COMMISSION

Statement, Findings, and Conclusions
1. On September 3, 1999, Public Service Company of Colorado ("Public Service") filed an application (the "Applica-tion") asking the Commission to grant four requests.  Public Service requested, on page 15 of the Application, that the Com-mission take the following actions:

•
Approve Public Service’s proposal to sell the two gas turbine projects under development at the Arapahoe (consisting of two LM 6000 gas turbine generators) and Valmont (consisting of one LM 6000 gas turbine generator) Stations to non-affiliated bidders through a competitive solici-tation.

•
Approve seven-year contracts for the purchase of the power by Public Service from the winning bid-ders.

•
Approve the full recovery of the purchase price through the normal rate mechanisms of the Incen-tive Cost Adjustment and Earnings Test currently in effect, limited by the capacity cost cap price, filed under seal with the Application.

•
If Public Service rejects all bids, approve the full recovery of the cost of engineering, design-ing, procuring, constructing and installing these turbine projects to meet Public Service’s obliga-tion as provider of last resort ("POLR"), subject to the capacity cost cap price filed under seal with the Application.

2. On September 14, 1999, Public Service filed a Motion for Expedited Procedural Schedule and for Shortened Response Time.  This motion requested a procedural schedule that resulted in a Commission decision by November 24, 1999, so that financial closure on the turbine sale transaction could be com-pleted by December 15, 1999.  By Decision No. C99-1014, dated September 16, 1999, the Commission denied Public Service’s shortened response time request, established October 8, 1999, as the response deadline to Public Service’s Motion for Expedited Procedural Schedule, and set a prehearing conference for October 15, 1999, to establish the procedural schedule.

3. By Decision No. C99-1111, dated October 12, 1999, the Commission granted the interventions of the Colorado Inde-pendent Energy Association ("CIEA"), the North American Power Group, Ltd. ("NAPG"), and Enron North America ("Enron").  Staff of the Commission ("Staff") and the Colorado Office of Consumer Counsel ("OCC") intervened as a matter of right and both requested a hearing.

4. Staff, the OCC and NAPG filed objections to Pub-lic Service's Motion for Expedited Procedural schedule.  The objections primarily discussed the need for the intervening par-ties to have more time to conduct discovery and prepare testi-mony on Public Service’s cost recovery proposal.

5. On October 15, 1999, the Commission held a pre-hearing conference to take up Public Service’s Motion for Expe-dited Procedural Schedule and to establish the procedural sched-ule.  Public Service, Staff, the OCC, NAPG, and CIEA appeared at the prehearing conference.

6. At the prehearing conference, Public Service withdrew from the Application for its request for Commission approval of a specific cost recovery treatment for the seven-year power purchase agreements or for the turbines, if not sold.  Public Service explained its desire to transfer these projects before year-end to restore the capital it has expended to com-mence construction of this generation capacity under its POLR responsibilities.  Public Service explained that it had not budgeted for these projects and that transfer of these projects would assist it in restoring needed capital for utility oper-ations.  Public Service further explained that the sale of the turbine projects would improve year-end financial ratios, which ultimately affect its cost of capital and retail rates.  Public Service stated that it believed that the controversial portion of the Application appeared to be the cost recovery portion and that withdrawal of the cost recovery request from this Docket should permit the Commission to proceed to decide the other requests on an expedited schedule.  Public Service offered to respond to discovery requests on the remaining issues within three business days.

7. Staff and the OCC agreed that Public Service’s request for an expedited procedural schedule could be granted so long as cost recovery issues were not decided in this Docket.

8. Because Public Service has withdrawn its request for Commission pre-approval of a specific cost recovery treat-ment of the seven-year contracts it contemplates executing with the purchasers of the turbine projects, it appears that the issues requiring the most preparation and discovery time have been removed from this Docket.  The Commission finds that Public Service’s Motion for Expedited Procedural Schedule should be granted as set forth in this Decision.

9. The Commission will provide for an expedited schedule to decide the following two issues in this docket:  1) whether or not to approve the sale of the two turbine projects (consisting of the Arapahoe Station project (two LM 6000 gas turbine generators) and the Valmont Station project (one LM 6000 gas turbine generator)); and 2) whether or not to authorize Public Service to enter into seven-year power purchase contracts with the buyer(s) of the turbine projects outside of the process required by the Commission’s Electric Integrated Resource Planning Rules, 4 Code of Colorado Regulations 723-21.  The Commission shall endeavor to issue its decision to permit a closing on the transaction by December 15, 1999, if the approvals are granted.  To meet the December 15, 1999 deadline, the Commission further finds that this matter should be assigned to an administrative law judge for the Commission.

10. The Commission will not address in this Docket any issues of cost recovery or any issues relating to the prudence of Public Service entering into the seven-year purchase contracts.  Further, the Commission will not address in this Docket the specific questions that were set forth by the Commis-sion in Decision No. C99-954 in Docket No. 99A-385E.  The Com-mission is investigating Public Service’s activities that led to the construction of these turbine projects in Docket No. 99I-323E.  Within 30 days of the Commission’s final order in Docket No. 99I-323E, Public Service shall file an application address-ing the cost recovery treatment appropriate for the payments made by Public Service under the seven-year contracts that will be executed to purchase power from these turbines.

ORDER

A. The Commission Orders That:

11. The modifications proposed by Public Service Com-pany of Colorado at the October 15, 1999, prehearing conference to the scope of relief requested in this Docket are accepted.

12. The Motion for Expedited Procedural Schedule filed by Public Service Company of Colorado is granted as set forth in this Decision.

13. The requests for hearing filed by the Staff of the Commission and the Colorado Office of Consumer Counsel are granted.

14. This matter shall be assigned to an administra-tive law judge for the Commission.

15. A hearing in this matter on this application, as modified, is set before an administrative law judge for the Commission as follows:

DATE:
November 18, 1999

TIME:
9:00 a.m.

PLACE:
Commission Hearing Room

Office Level 2 (OL 2)

Logan Tower

1580 Logan Street

Denver, Colorado

As a result of the hearing, the Commission shall grant or deny the requests of Public Service Company of Colorado to sell the two turbine projects (consisting of the Arapahoe Station project (two LM 6000 gas turbine generators) and the Valmont Station project (one LM 6000 gas turbine generator)) to the winner(s) of a competitive solicitation and to obtain all waivers of the Commission's Electric Integrated Resource Planning Rules, 4 Code of Colorado Regulations 723-21, necessary to purchase the power back under seven-year power purchase agreements outside of its 1996 Integrated Resource Plan.

16. The administrative law judge shall make the com-plete evidentiary record of this matter available to the Com-mission no later than November 30, 1999.  Public Service Company of Colorado shall pay for the preparation of the hearing tran-script required for the Commission to consider the record on the expedited basis established by this Decision.

17. Public Service Company of Colorado shall notify the intervening parties by October 25, 1999 as to what sections of its prefiled testimony it proposes to introduce into evidence in this Docket, as modified by this Decision.

18. Intervenors shall file their testimony and exhib-its no later than ten days in advance of the hearing.  Public Service Company of Colorado shall be permitted to present an oral rebuttal case at the hearing.

19. All parties shall respond to discovery requests within three business days.  A diskette with the discovery questions shall be served with the discovery requests.

20. Within 30 days of the Commission’s final order in Docket No. 99I-323E, Public Service Company of Colorado shall file an application addressing the cost recovery treatment appropriate for the payments made by it under the seven-year contracts that will be executed to purchase power from these turbines.  Public Service Company of Colorado shall bear all burdens in the application it is required to file by this order-ing paragraph.

21. This Order is effective upon its Mailed Date.

B. ADOPTED IN Commissioners’ WEEKLY MEETING
October 22, 1999.
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