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GRANTING APPLICATION

Mailed Date:  February 15, 2005
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I. BY THE COMMISSION

A. Statement

1. On January 28, 2005, Public Service Company of Colorado, a Colorado corporation (the Company), filed a Verified Application, including the required exhibits under Rule 56 of the Commission’s Rules of Practice and Procedure, 4 Code of Colorado Regulations (CCR) 723-1 (Application).  The Company seeks an Order from the Commission authorizing it to enter into multi-year unsecured revolving credit facilities and 364-day or multi-year unsecured revolving credit facilities that have extension or term-out provisions.  The Company seeks authority to issue up to $700 million at any time outstanding of long-term unsecured notes under these revolving credit facilities.  However, since the Company intends to use the proceeds from loans made under these multi-year revolving credit agreements generally for the same corporate purposes that the Company now uses short-term debt, the Company has agreed to restrict the outstanding indebtedness at any time under both its short-term debt authorizations and the multi-year unsecured revolving credit facilities to a total of $700 million.

2. The Company is not seeking authority to increase its total level of authorized outstanding indebtedness; rather the Company represents that it is merely seeking the flexibility to use certain competitive financing instruments that have recently become available.  This authority will grant the Company the flexibility to enter into a credit agreement or agreements that are structured to best meet its financing needs.  The Company anticipates replacing its outstanding 364-day revolving credit agreement when it terminates in May 2005 with a multi-year credit agreement.

3. On February 4, 2005, the Company filed a Supplement to Verified Application.  In the Supplement, the Company agreed to accept additional restrictions on the authority that it sought in its Application, namely:  1) the Company would not enter into any multi-year credit agreements after January 1, 2008, without seeking additional Commission approval; 2) the Company would not enter into any multi-year credit agreement with a term (including extension or term-out provisions) of more than six years; and 3) the Company would file with the Commission copies of all multi-year revolving credit agreements within 60 days of their execution.

4. The Company intends to use the proceeds from any direct borrowings under the multi-year credit agreements for working capital, capital expenditures and other general corporate purposes, including refunding outstanding long-term debt, and to support a proposed  Company commercial paper program.  All proceeds will be used to support the Company’s Colorado operations.  

5. The Commission noticed this Application on January 31, 2005, allowing parties until February 10, 2005, to intervene or participate as a party in this proceeding and setting this matter for hearing on February 18, 2005.  In addition, the Company published a notice of the Application in the legal notices of The Denver Post on Monday, January 31, 2005.  An Affidavit of Publication issued by The Denver Post was filed with the Commission on February 1, 2005.  Due and proper notice of this matter has been given, and no one seeks intervention or opposes the granting of the Application.

6. The Company has requested this Commission to determine this matter without hearing and on modified procedure.  Because no one has intervened in connection with the Application, it is appropriate that this Commission consider this matter in accordance with § 40-6-109(5), C.R.S., and Rule 24 of this Commission’s Rules of Practice and Procedure, 4 CCR 723-1.

B. Findings of Fact

7. The Company is a Colorado corporation qualified to do business within the State of Colorado.  Its Amended and Restated Articles of Incorporation have been filed with this Commission, and it is in good standing with the Colorado Secretary of State.  The Company provides electric, gas, and steam utility service to various areas in the State of Colorado.  The Application has been filed in accordance with § 40-1-104, C.R.S., which requires a public utility to obtain the approval of this Commission before it issues securities such as the long-term unsecured notes discussed above.

8. Authority is requested from the Commission to enter into multi-year unsecured revolving credit facilities and to enter into 364-day or multi-year unsecured revolving credit facilities which have extension or term-out provisions.  In addition, authority is requested to issue up to $700 million at any time outstanding of long-term unsecured notes under these revolving credit facilities.  Because the Company intends to use the proceeds from loans made under these multi-year revolving credit agreements generally for the same corporate purposes that the Company now uses short-term debt, the Company will restrict the outstanding indebtedness at any time under both its short-term debt authorizations (Decision Nos. C94-1455, C97-414, and C99-316) and the multi-year unsecured revolving credit facilities to a total of $700 million.  Thus, the Company is not seeking authority to increase its total level of authorized outstanding indebtedness; rather the Company is merely seeking the flexibility to use certain competitive financing instruments that have recently become available.  Such authority would grant the Company the flexibility to enter into a credit agreement or agreements that are structured to best meet its financing needs.  The Company anticipates replacing its outstanding 364-day revolving credit agreement when it terminates in May 2005 with a multi-year credit agreement.

9. The Company intends to use the proceeds from any direct borrowings under the multi-year credit agreements for working capital, capital expenditures and other general corporate purposes, including refunding outstanding long-term debt and to support a proposed Company commercial paper program.  All proceeds will be used to support the Company’s Colorado operations.  

10. Here is a more detailed description of the types of multi-year credit agreements:

1)
A multi-year credit agreement is similar to a short-term 364-day credit agreement, except that the termination date is more than 364 days from the effective date.  The term of multi-year credit agreements is most commonly three or five years but there are variations to the terms.  Notes issued under a multi-year credit agreement usually mature on the termination date for the credit agreement.

2)
A credit agreement with term-out provisions is a 364-day or multi-year credit agreement, which at the expiration date of the credit agreement provides the borrower, (in this case, the Company), the option to convert any borrowings outstanding under the credit agreement into a term-note.  The term-note is usually a one-year note and is at a higher interest rate than the borrowings under the credit agreement.  If the borrower chooses the term-out option, the revolving credit commitment terminates and no additional borrowings can be made under the credit agreement.

3)
A credit agreement with extension provisions is a 364-day or multi-year credit agreement, which at the expiration date of the credit agreement provides the borrower, (in this case, the Company), the option to request that the banks participating in the credit agreement extend the term of the agreement for one or more years.  The participating banks have the option to either extend the term or not.  In order for the expiration date to be extended, a predetermined percent of the banks participating in the credit agreement must agree to the extension.

11. Under a multi-year credit agreement, the lenders commit to make funds available in an amount not to exceed the size of the credit agreement and not to extend beyond the stated maturity date.  In return, the Company will issue notes to the various lenders in the credit agreement identifying the terms and conditions for repayment of any direct loans issued under the notes. The notes are one of the components in a credit agreement transaction.  The note maturity date will be the same as the credit agreement termination date. Although the notes mature with the termination of the credit agreement, direct loans or cash advances made to the Company by the credit agreement lenders may be repaid in a substantially shorter time, then reborrowed and repaid.

12. The use of multi-year credit agreements has become more prevalent in the last year because the lending environment has changed.  Banks have capital to lend and, as a result, credit structures (pricing, covenants, terms) are easing as lenders experience improved credit quality and lower default rates.  Borrowers are taking advantage of the liquidity in the market to push out maturity on their credit facility renewals.  The use of multi-year agreements has continued to be the favored structure throughout 2004 with five-year facilities being the most common.  These favorable market conditions are expected to continue into 2005.

13. Multi-year credit agreements and credit agreements with term-out provisions and/or extension provisions reduce the risk of a liquidity event and therefore are viewed favorably by the rating agencies.  The rating agencies consider liquidity a key factor when analyzing a company’s overall financial position.  In addition, the rating agencies may look at the Company less favorably if the multi-year structure is available, but the Company chooses not to pursue it.  The rating agencies look for these types of structures in credit agreements when assessing company liquidity and credit quality.  The credit rating agencies will review multi-year transactions along with the Company’s over-all financing plan and company-specific and industry-wide developments that influence bond ratings.  The results of these reviews cannot be predicted at this time.

14. The structure and terms of the unsecured revolving credit agreements will be determined in the 60 to 90-day lead time prior to the renewal of the Company’s currently outstanding credit agreement that expires on May 13, 2005, and at such other times that the Company may require additional credit agreements. The Company has agreed not to enter into any credit agreements with terms (including extension and term-out provisions) longer than six years.  The Company has further agreed not to enter into any multi-year revolving credit agreements after January 1, 2008, without seeking additional Commission approval. 

15. The Company intends to use the proceeds from these multi-year credit agreements primarily for the same corporate purposes that the Company generally employs short-term debt.  The Company agrees to restrict the total amount outstanding, under both its short-term debt authorizations and the multi-year credit agreement authorization to $700 million.  The Company reserves the right to discuss, in subsequent filings where its regulatory capital structure is at issue, whether some or all of the outstanding indebtedness under the multi-year credit facilities should be classified as short-term debt and not long-term debt for purposes of ratemaking.  The Company is not asking the Commission for any ruling now on this classification.

16. In resolutions passed by unanimous consent by the Company’s Board of Directors on January 26, 2005, the Board of Directors authorized the Company to enter into multi-year credit agreements and to issue long-term notes under such agreements in an aggregate principal amount of up to $700 million outstanding at any time, provided however, that the amount of long-term notes issued under multi-year credit agreements authorized under these resolutions, combined with any unsecured short-term debt issued pursuant to the February 17, 1999, Board resolutions authorizing the issuance of up to $700 million in aggregate principal amount of short-term debt outstanding does not exceed $700 million. 

17. The Application contains all of the information required under 4 CCR 723-1-56.  The financial information submitted demonstrates that the Company is a sizable enterprise, is solvent, and operates profitably.  The Company does not believe that the proposed issuance of long-term unsecured notes under revolving credit facilities will change the Company’s basic financial status.

18. The Company published notice of the Application and no one seeks intervention or opposes granting the Application.  There is no need for a hearing on this matter, and the hearing should be waived under the provisions of § 40-1-104(3), C.R.S.  This Commission will decide the matter of the Application on modified procedures pursuant to § 40-6-109(5), C.R.S., and 4 CCR 723-1-24.

19. The Company and the issuance of long-term unsecured notes under revolving credit facilities are subject to the jurisdiction of this Commission in accordance with § 40-1-104, C.R.S. 

20. The issuance of up to $700 million at any time outstanding of long-term unsecured notes under revolving credit facilities, as stated in the Application will be consistent with the provisions of the public utilities law, is for a lawful purpose, and is not inconsistent with the public interest.

21. The Application should be granted and the authority to enter into multi-year credit facilities and to issue up to $700 million at any time outstanding of long-term unsecured notes under revolving credit facilities referenced herein should be authorized and approved but should be restricted in the manner discussed in the Company’s Verified Application and Supplement to Verified Application.

II. ORDER

A. The Commission Orders That:

1. The Application (Docket No. 05A-042SEG) of Public Service Company of Colorado is deemed complete and granted.

2. Public Service Company of Colorado is hereby authorized to enter into multi-year unsecured revolving credit agreements with terms no longer than 6 years and 364-day or multi-year unsecured revolving credit agreements with terms no longer than 6 years that have extension or term-out provisions and to issue up to $700 million at any time outstanding of long-term unsecured notes to evidence the loans made under such revolving credit facilities.  The Company will restrict the outstanding indebtedness at any time under both its short-term debt authorizations (Decision Nos. C94-1455, C97-414, and C99-316) and the multi-year unsecured revolving credit facilities to a total of $700 million at any time outstanding. The Company shall not enter into any new multi-year unsecured revolving credit agreements after January 1, 2008, without seeking additional Commission approval.

3. Public Service Company of Colorado is authorized to enter into any agreements necessary to effect the financing transactions contemplated by the Application.  Public Service Company of Colorado shall file with the Commission copies of all multi-year credit agreements and notes issued within 60 days of their execution.

4. Nothing contained herein shall be construed to imply any recommendation or guaranty of any obligation with regard to Public Service Company of Colorado’s long-term unsecured notes approved under the Application on the part of the State of Colorado.

5. The hearing on this matter, now set for February 18, 2005, is vacated.

6. This Order is effective upon its Mailed Date.

B. ADOPTED IN COMMISSIONERS’  WEEKLY MEETING
February 15, 2005.

THE PUBLIC UTILITIES COMMISSION
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