Before the Public Utilities Commission of the State of Colorado

Decision No. C05-0891
Docket No. 04A-021SEG

C05-0891Decision No. C05-0891
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

04A-021SEGDOCKET NO. 04A-021SEG
IN THE MATTER OF THE APPLICATION OF PUBLIC SERVICE COMPANY OF COLORADO, 1225 17TH STREET, DENVER, COLORADO FOR AN ORDER AUTHORIZING (1) THE ISSUANCE OF SECURITIES WITH MATURITIES GREATER THAN ONE YEAR IN AN AGGREGATE PRINCIPAL AMOUNT NOT TO EXCEED $700 MILLION, (2) A REFINANCING PLAN FOR CERTAIN POLLUTION CONTROL REFUNDING REVENUE BONDS AND THE RELATED ISSUANCE OF $129.5 MILLION OF SECURITIES, (3) THE ISSUANCE OF SECURITIES IN AN AGGREGATE PRINCIPAL AMOUNT NOT TO EXCEED $500 MILLION FOR COLLATERAL ON SHORT-TERM BORROWINGS, (4) ENTERING INTO TREASURY RATE LOCKS AND FORWARD STARTING SWAPS, AND (5) THE RECOVERY OF CERTAIN REFUNDING COSTS.
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to amend decision no. c04-1029

Mailed Date:  July 20, 2005

Adopted Date:  July 20, 2005
I. BY THE COMMISSION

A. Statement

1. On July 7, 2005, Public Service Company of Colorado (Public Service or Company), a Colorado corporation, filed a Verified Motion to amend its application in Docket No. 04A-021SEG pursuant to 4 Code of Colorado Regulations (CCR) 723-1-22, and requesting that the Commission amend Decision No. C04-0129, dated February 4, 2004, pursuant to § 40-6-112(1), C.R.S.  The Company seeks to amend its application and the Commission order to allow Public Service to issue, as security for the new pollution control refunding revenue bonds (the Refunding Bonds), Pollution Control First Collateral Trust Bonds (Pollution Control FCTBs), and deliver the Pollution Control FCTBs either:  1) to one or more corporate trustees, or similar parties, under indentures of trust between the counties and such trustee in connection with the issuance and sale by the counties of their respective Refunding Bonds;
 or 2) to one or more insurers with respect to the issuance and sale by the counties of their respective Refunding Bonds.
   The Company also moved to shorten response time to its Motion to three days from the close of the notice period.

2. Notice of motion to amend the application and to amend Decision No. C04-0129 was mailed by the Commission on July 9, 2005.  The notice shortened the intervention period to ten days – in this instance, to July 18, 2005.  The response time to the motion is running concurrent with the intervention period, but would run to July 21, 2005.   Additionally, a hearing was set for July 22, 2005. 

3. Notice of the Company’s Motion was published in The Denver Post, a newspaper of general circulation, on July 9, 2005.  The Company filed an affidavit of publication with the Commission.

4. On July 13, 2005, in Decision No. C05-0869, the Commission ordered that response time to the verified motion to amend the application and to amend Decision No. C04-0129 be shortened to July 18, 2005. 

5. No person intervened in this docket in response to the Company’s original application. The Company’s original application was approved, without hearing, under § 40-6-109(5), C.R.S., and 4 CCR 723-1-24.

Additionally, no requests for intervention or responses have been filed pertaining to the motion to amend the original application or Decision No. C04-0129.  Accordingly, there is 

no need for a hearing on this matter and the hearing will be waived under the provision of § 40-1-104(3), C.R.S.  This Commission will decide the matters set forth in the Motion on modified procedures pursuant to § 40-6-109(5), C.R.S., and 4 CCR 723-1-24.

B. Findings of Fact

6. On February 4, 2004, by Decision No. C04-0129, the Commission granted the Company’s application to issue several forms of securities.  Relevant to this Motion, the Commission granted the Company authority to refinance up to $129.5 million of outstanding pollution control refunding revenue bonds (PCRRBs) to allow the Company to possibly provide interest rate savings or more extended maturities to provide for use of favorable tax-exempt financing over a longer period.  Specifically, the Commission authorized the Company to take the following actions (see Decision No. C04-0129 ¶¶ 26-30 and Ordering ¶ 3):

a.
Enter into Financing Agreements with counties relating to the issuance and sale by the counties of new pollution control refunding revenue bonds (“Refunding Bonds”), under which Public Service would be obligated to pay the counties amounts equal to the aggregate principal amount of the Refunding Bonds and the premium, if any, and interest;

b.
Use credit enhancement mechanisms related to the Refunding Bonds, such as bond insurance or letters of credit, if deemed advantageous by the Company; and 

c.
If the Company decided to collateralize the proposed new Refunding Bonds, to issue one or more series of the Company’s Pollution Control FCTBs, in like amount to the Refunding Bonds to be issued, to be delivered to one or more corporate trustees, or similar parties, under indentures of trust between the counties and such trustee in connection with the issuance and sale by the counties of their respective Refunding Bonds.

7. Pursuant to the authorizations granted by Decision No. C04-0129, the Company has been negotiating the refinancing of outstanding PCRRBs.  In the course of these negotiations, the proposed insurer of the transaction has agreed to take the Pollution Control FCTBs as collateral for the bond insurance.  Under the proposed deal structure, the bond insurer, rather than the bond trustees for the counties, would hold this collateral. Such a deal structure improves the flexibility for Public Service in the future to substitute other collateral for the Pollution Control FCTBs and may save Public Service money in document preparation.  This flexibility arises from the fact that the future substitution of collateral would require only the approval of the bond insurer, not the approvals of the many bondholders.  

8. Public Service believes that the counties will have no objection to this slight amendment to the deal structure because the Company’s obligations under the Financing Agreements are backed by the bond insurance. If the counties object to this amendment to the deal structure, Public Service represents that it will deliver the Pollution Control FCTBs to the bond trustees for the counties, as originally authorized by Decision No. C04-0129 and would continue to be authorized as an option under the Company’s amended application.


9. The Company did not contemplate the bond insurer holding the Pollution Control FCTBs as collateral at the time the Company filed its Application in this docket and, consequently, Decision No. C04-0129 does not contain language that is broad enough for the Company to issue and deliver the Pollution Control FCTBs either to the insurer or to the counties’ bond trustees.  

10. The financial impact on the Company does not change whether the Company issues the Pollution Control FCTBs to the bond trustees or to the bond insurers.

II. ORDER

A. The Commission Orders That:

1. Public Service Company of Colorado’s (Company) Motion to amend its Application is granted.

2. The Company’s Motion to Amend Decision No. C04-0129 is granted.

3. Paragraph 30 of Decision No. C04-0129 is amended to read as follows:

30.
To the extent the Company decides to collateralize the proposed new Refunding Bonds, the Company also requests authority to issue one or more series of its Pollution Control FCTBs in an aggregate principal amount not to exceed $129.5 million.  Such Pollution Control FCTBs would be delivered, in a like amount to the Refunding Bonds to be issued, either (1) to one or more corporate trustees, or similar parties, under indentures of trust between the counties and such trustee in connection with the issuance and sale by the counties of their respective Refunding Bonds; or (2) to one or more insurers with respect to the issuance and sale by the counties of their respective Refunding Bonds. The Pollution Control FCTBs would be held either (1) by the trustee to secure payment of the Refunding Bonds and payment by the Company of all sums payable by the Company under the Financing Agreements; or (2) by the bond insurers to secure payment by the Company of all sums payable by the Company under the Financing Agreements insured by the bond insurers.

4. The hearing on this matter, set for July 22, 2005 is vacated.

5. This Order is effective upon its Mailed date.

B. ADOPTED IN COMMISSIONERS’  WEEKLY MEETING
July 20, 2005.
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� This authority was already granted to the Company by Decision No. C04-0129.


� Authority to issue the FCTBs to the bond insurer is the amendment sought by the Company by this Motion.
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