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I. Adopted Date:  March 11, 2009BY THE COMMISSION
A. Background

1. This matter comes before the Commission for consideration of an Application for Authorization to Implement a Transmission Cost Adjustment (TCA) rider filed by Black Hills/Colorado Electric Utility Company, LP (BH/CO or Company) on January 13, 2009.  BH/CO filed an amendment to the Application on March 5, 2009.  

2. BH/CO is a public utility subject to the jurisdiction of the Commission, pursuant to § 40-1-103, C.R.S.  Black Hills made this filing pursuant to Colorado Senate Bill 07-100 (S.B. 07-100), codified in relevant part at § 40-5-101(4), C.R.S.

3. Section 40-5-101(4), C.R.S., states that:

 
(a)
A public utility shall be entitled to recover, through a separate rate adjustment clause, the costs that it prudently incurs in planning, developing, and completing the construction or expansion of transmission facilities for which the utility has been granted a certificate of public convenience and necessity or for which the commission has determined that no certificate of public convenience and necessity is required. The transmission rate adjustment clause shall be subject to annual changes, which shall be effective on January 1 of each year.


(b)
To provide additional encouragement to utilities to pursue the construction and expansion of transmission facilities, the commission shall approve current recovery by the utility through the annual rate adjustment clause of the utility's weighted average cost of capital, including its most recently authorized rate of return on equity, on the total balance of construction work in progress related to such transmission facilities as of the end of the immediately preceding year. The rate adjustment clause shall be reduced to the extent that the prudently incurred costs being recovered through the adjustment clause have been included in the public utility's base rates as a result of the commission's final order in a rate case.

4. BH/CO states that its proposed TCA rider complies with § 40-5-101(4), C.R.S., and is consistent with Decision Nos. C07-1085, C08-0157, and C08-0269, issued in Docket No. 07A-339E, which approved a TCA tariff for Public Service Company of Colorado.

5. BH/CO states that its proposed TCA rider includes an annual adjustment designed to recover the ongoing capital costs associated with transmission investment made since the effective date of S.B. 07-100 (March 27, 2007) for which the Company has been granted a Certificate of Public Convenience and Necessity (CPCN) or for which the Commission has determined that no CPCN is necessary.

6. BH/CO states that it will submit an annual filing identifying all proposed new construction or extension of transmission facilities and shall seek a Commission order specifying which investments require a CPCN and which are in the ordinary course of business and do not require a CPCN.  BH/CO further states that it may request additional orders from the Commission for projects that may arise between such annual filings.

7. A copy of BH/CO’s proposed TCA tariff is attached to this Order as Appendix A.  BH/CO states that its proposed TCA tariff is designed to recover three categories of transmission-related costs:  (1) a return, equal to the Company’s weighted average cost of capital, on the projected increase in net transmission plant investment since the Company’s most recent Phase I electric rate case as of the end of the year immediately preceding the year in which the TCA will be in effect; (2) the plant-related ownership costs associated with such incremental transmission investment, including depreciation, accumulated deferred income taxes, income taxes, and pre-funded allowance for funds used during constructions (AFUDC) (together these two categories of costs are referred to as the Net Plant Component); and (3) a return on the projected year-end transmission construction work in progress (CWIP) balance that is not being recovered through base rates (the CWIP Component).

8. BH/CO proposes to calculate the revenue requirement to be recovered through the annual rider based on the projected transmission net plant and CWIP balances as of December 31st of the year in which the TCA rider is filed.  BH/CO states that it will use the 13-month average balance of transmission plant-in-service for calculating the Net Plant Component of the rider.  The costs to be recovered through the annual TCA rider will be limited to the on-going capital costs (i.e., return on investment, depreciation expense, deferred taxes, pre-funded AFUDC) associated with the incremental increase in the transmission plant balance consistent with this methodology.  Similarly, the annual rider will only include a return on transmission CWIP that has not previously been included in base rates.  (See, Appendix A, Sheet No. 75.)  The annual TCA rider will be in the same format as on Sheet No. 77 in Appendix A.

9. BH/CO states that it will file an annual advice letter on or about November 1st of each year with an annual effective date of the next January 1st.  The rider will also be adjusted whenever new base rates go into effect as a result of a Phase I electric rate case, to remove costs that have been included in base rates.  (See, Appendix A, Sheet No. 76.)

10. Black Hills proposes to true-up the revenue requirement annually, to reflect the actual plant and CWIP balances as of year-end and will reflect the effect of the true-up in the rider that goes into effect in the following year.  Consistent with Decision Nos. C07-1085 and C08-0269, the true-up mechanism will pay interest on any over-collection of revenues due to an over-estimation of the CWIP and net plant balances.  The interest will be calculated using the currently approved weighted average cost of capital, and the Company may not charge interest to consumers for amounts that were under-collected due to the under-estimation of the CWIP and net plant balances; in other words, the interest component is “asymmetrical.”  (See, Appendix A, Sheet No. 76.).

11. The proposed TCA Tariff Sheet No. 77 in Appendix A shows the derivation of the proposed TCA rider for 2009, which is based on the projected 13-month average increase in net transmission plant of $0 and projected CWIP balances at December 31, 2008 of $10,611,788, to be recovered over a ten-month recovery period.  Sheet No. 77 also shows the calculation of the proposed TCA rider amount of $0.00093 per kWh will be applied to each electric rate schedule during 2009 to recover the revenue requirement of $1,521,179, associated with the recovery of the transmission costs allowed by § 40-5-101(4), C.R.S.  

12. BH/CO has approximately 93,000 electric power customers in its Colorado service area.  According to BH/CO, the effect of the proposed rate change on an average residential customer, using 600 kWh per month, will be an approximate monthly increase of $0.56.  The average small commercial customer, using 2341 kWh per month, will experience an approximate monthly increase of $2.18.

13. Finally, BH/CO requests that the TCA rider be effective on a calendar year basis.  

B. Procedural History

14. On January 14, 2009, the Commission gave Notice of the Application to all interested persons, firms, and corporations.  On February 24, 2009, BH/CO submitted two Affidavits of Publication.  At the Commissioners' Weekly Meeting on February 25, 2009, we deemed the application complete, but did not make any substantive rulings due to then insufficient notice to customers.  On March 5, 2009, BH/CO submitted an Amendment to Verified Application requesting that the Commission change the effective date of the TCA rider from March 1, 2009, to March 14, 2009.  On March 9, 2009, BH/CO submitted an Affidavit of Provision of Additional Notice stating that it had completed the notice of its customers as ordered by the Commission at the Commissioners' Weekly Meeting on February 25, 2009.

C.
Discussion

15. No petition to intervene or otherwise participate in this proceeding has been filed.  This proceeding is therefore uncontested.  Pursuant to § 40-6-109(5), C.R.S., this matter may be determined without a hearing.

16. BH/CO has acknowledged that it has read and agreed to abide by the applicable provisions of Rule 3002(b) of the Rules Regulating Electric Utilities, 4 Code of Colorado Regulations 723-3.

17. BH/CO refers to the information that it filed with the Commission on August 5, 2008 in Docket No. 06M-525EG, as required by Rule 3002(c).

18. The Commission has verified all of the data provided by BH/CO and finds that the TCA proposed by the Company is just, reasonable, is in the public interest, and complies with § 40-5-101(4), C.R.S.  We therefore grant the Application and approve the TCA rider.

19. The actual recovery period will be 14 days less than 10 months due to a delay in BH/CO’s notification to its customers.  Any loss of revenue from the 2009 TCA will be trued-up with the 2010 TCA.  

II. ORDER
A. The Commission Orders That:

1. The Application for Authorization to Implement a Transmission Cost Adjustment (TCA) rider filed and amended by Black Hills/Colorado Electric Utility Company, LP (BH/CO) is granted.

2. The costs to be included in BH/CO’s 2009 Transmission Cost Adjustment Rider shall be the costs actually incurred or projected to be incurred between March 27, 2007, the effective date of § 40-5-101(4), C.R.S., and December 31, 2008.  Future filings shall include the costs both incurred and projected between January 1 and December 31 of the prior year.

3. BH/CO shall use the 13-month average transmission plant balance as the basis of the calculation of the incremental revenue requirement of the net plant component of the TCA rider.

4. We require BH/CO to refund any over-collections of rider revenues that are due to incorrect plant account and Construction Work in Progress projections with interest as part of the true-up mechanism in the TCA.  The interest shall be calculated based on weighted average cost of capital.

5. BH/CO shall provide the following information with all future TCA filings for each power transmission project or accounting reclassification:  

1.
The accounting identification of the project or reclassification. 

2.
The name of the project or reclassification.

3.
A brief description of the project or reclassification.

4.
A summary description of work performed or investment made.

5.
The total actual investment for the calendar year.



6.
The estimated additional investment for the calendar year.

6. BH/CO shall file, on not less than one day’s notice, tariffs consistent with this Order and attached as Appendix A.  

7. The 20-day time period provided by § 40-6-114, C.R.S., to file an application for rehearing, reargument, or reconsideration shall begin on the first day after the effective date of this Order.

8. This Order is effective on its Mailed Date.

B. ADOPTED IN COMMISSIONERS' WEEKLY MEETING
March 11, 2009.
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