Decision No. C01-1315

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO. 00A-600E

application of public service company of colorado for a certificate of public convenience and necessity for the construction of a 345 kv transmission line.

DECISION GRANTING, IN PART, APPLICATION FOR REHEARING, REARGUMENT, OR RECONSIDERATION OF COMMISSION DECISION NO. C01-1157

Mailed Date:  December 26, 2001

Adopted Date:  December 12, 2001

I.
BY THE COMMISSION

A. Statement

1. This matter comes before the Commission for consideration of the Application for Rehearing, Reargument, or Reconsideration (“RRR”) of Commission Decision No. C01-1157 filed by Public Service Company of Colorado (“Public Service” or “Company”).   Decision No. C01-1157 granted, in part, Public Service’s application for RRR of  Decision No. C01-954.  In Decision No. C01-1157, we denied Public Service’s request for reconsideration of the condition placed on the certificate of public convenience and necessity (“CPCN”) for construction of a 345 kV transmission line between Lamar, Colorado and the Colorado/Kansas state line (“Tieline Project”).  The condition would allow only 50 percent of the investment associated with the high voltage direct current converter (“HVDC converter”) into ratebase.  Our decision on the application for RRR also granted Public Service’s request for reconsideration of the reporting requirements.  Specifically, we approved automatic termination of the annual reporting requirement five years after the tieline goes into service, and eliminated the requirement that Public Service quantify and report the benefits to Colorado ratepayers of the tieline,  instead requiring Public Service to file information on:

· actual hourly power flows over the Tieline;

· transaction prices of energy purchases or sales made by Public Service over the Tieline; 

· capacity deferrals resulting from the Tieline assumed in Public Service’s resource plans; and

· Western Systems Coordinating Council spot market hourly energy price.

2. In its application for RRR of Decision No. C01-1157, Public Service objects to the Commission’s rationale for placing the condition on the CPCN that would allow only 50 percent of the investment associated with the HVDC converter into ratebase.  Public Service further objects to the requirement to report the Western Systems Coordinating Council (“WSCC”) spot market hourly energy price.

B. Ratebase Treatment of the HVDC Converter

3. Public Service requests that we reconsider the rationale behind our decision to allow only 50 percent of the cost of the HVDC converter to be placed in ratebase.

4. Public Service argues, again, that the Commission should consider the cost of the entire Tieline Project (i.e., Phase 1 and Phase 2) in making a decision on rate basing the cost of the converter.  Public Service contends that the allocation of the converter's costs (between Colorado and other jurisdictions) should not be dependent on which Phase is constructed first.  Public Service further argues that if Phase 2 had been constructed first, it alone would not provide any benefits to Southwestern Public Service Company (“SPS”).  Public Service suggests that if the Commission’s rationale (i.e., that the costs of Phase 1 should not be considered because Phase 1 connects SPS to the Southwest Power Pool (“SPP”)) were applied to Phase 2, all of the costs of Phase 2 should be allocated to Colorado ratepayers because Phase 2 will connect Public Service to SPP.

5. Public Service requests that the Commission reconsider the Company’s previous arguments on this matter and remove the ratebase restriction placed on the CPCN.

6. The transmission line, in conjunction with other construction proposed by Public Service and its affiliated company SPS,
 would connect the asynchronous transmission grids of the Eastern Interconnection and Western Interconnection.  Because of the asynchronicity of the two Interconnections, an HVDC converter is a necessary component of the Project.  The proposed Tieline is a portion of Phase 2 of a larger transmission project by Public Service and SPS connecting the two companies' electric systems.  Phase 1 of the Project involves the construction of a 345 KV transmission line from Amarillo, Texas, to Holcomb, Kansas.  Phase 2 involves the construction of a 345 KV transmission line from Holcomb to Lamar, and installation of an HVDC converter.  

7. If the Commission is not persuaded to remove the condition placed on the CPCN, Public Service requests that the Commission modify its decision by allowing into ratebase 50 percent of the cost of the transmission line from Lamar to Holcomb, Kansas and 50 percent of the costs of the HVDC converter (approximately $46 million of the $91.9 million cost of Phase 2).   The previous Commission decision would allow into ratebase 100 percent of the cost of the transmission line from Lamar to the Colorado/Kansas state line and 50 percent of the cost of the HVDC converter (approximately $40 million).

8. Public Service argues that the allocation methodology used for the HVDC converter should also be applied to the transmission line.  If Public Service is unable to ratebase in its other jurisdictions the 50 percent of the HVDC converter not allowed into its Colorado ratebase, Public Service contends, it will be faced with having to market 50 percent of the capacity of the HVDC converter.  Public Service states that from a marketing perspective a decision to allow 50 percent of the total costs of Phase 2 into ratebase is preferable to a decision allowing 100 percent of the costs of the Colorado portion of the transmission line and 50 percent of the costs of the HVDC converter into ratebase.

C. Decision

9. For the reasons stated in our prior decisions in this case, we deny Public Service’s request to modify the portion of costs of the HVDC converter allowed into ratebase.  Regarding the only new argument offered by Public Service (i.e., 50 percent of the costs of Phase 2 should be allowed into ratebase, because Phase 2 will connect Public Service to SPP) we note that Phase 2 will also connect SPS to the WSCC.  There is, in short, no persuasive evidence that the individual benefits of the tieline to be derived by Public Service and SPS calls for an allocation of costs different than that approved in our prior decisions.  We are not persuaded to reconsider our decision on the portion of costs of the converter to allow into ratebase. 

10. We note that Public Service’s alternate request to allow 50 percent of the cost of the transmission line from Lamar to Holcomb into ratebase was proposed in response to our decision.  That belated proposal is not supported by any persuasive argument or evidence. 

D. Reporting Requirements

11. Public Service requests reconsideration of the requirement to report the WSCC spot market hourly energy price.

12. Public Service contends that it is unable to comply with a reporting requirement to provide the WSCC spot market hourly energy price because there is no published index containing an hourly price.  Public Service requests modification of Decision No. C01-1157 to remove this reporting requirement.

13. Alternatively, if the Commission wants published spot market price information, Public Service suggests that it be allowed to report “the most relevant published spot market price information for the WSCC.”  Public Service indicates that these published indexes for WSCC spot market prices do not reflect the spot prices experienced in Colorado and must be adjusted.

E. Decision

14. We modify the reporting requirement here.  As explained in Decision No. C01-1157, spot market price information is needed to determine if ratepayer benefits exceed the costs of the tieline project.  The decision does not require Public Service to report a “published index.”  Public Service’s suggestion of reporting “the most relevant published spot market price information for the WSCC” would probably not provide adequate information.  By its own admission, this information must be adjusted to reflect the prices experienced in Colorado.  In lieu of reporting the WSCC spot market hourly energy prices, we will require the reporting of the energy price information Public Service relied on during the reporting period in making decisions to purchase energy from the Eastern Interconnect.  

Ii.
ORDER

A.
The Commission Orders That:

15. The Application for Rehearing, Reargument, or Reconsideration of Decision No. C01-1157 filed by Public Service Company of Colorado is granted, in part only, consistent with the above discussion.

16. The 20-day period provided for in § 40-6-114, C.R.S., within which to file applications for rehearing, reargument, or reconsideration begins on the first day following the Mailed Date of this Decision. 

17. This Order is effective on its Mailed Date.

B.
ADOPTED IN Commissioners’ WEEKLY MEETING
 

December 12, 2001.

THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO
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________________________________
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________________________________



JIM DYER
________________________________
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�  SPS is an electric utility operating in northern Texas.  
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