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I. BY THE COMMISSION
A. Statement

1. This matter now comes before the Commission for consideration of a Petition for Declaratory Order (Petition) filed by Black Hills/Colorado Electric Utility Company, LP. (Black Hills) on November 2, 2010.

2. In its Petition, Black Hills requests a declaration that its project of replacing its meters with new modern meters equipped with Automated Metering Infrastructure in its service territory (AMI Project) is in the ordinary course of its business and that a certificate of public convenience and necessity (CPCN) for the project is not required.  Black Hills argues the project is in the ordinary course of business because it is a modern meter replacement program deployed to customers within its service territory.  Black Hills provides additional information regarding its project in the Petition.

3. In Decision No.C10-1229, mailed November 15, 2010, the Commission accepted the Petition and set the Notice period for interventions for 30 days.  The Notice period expired on December 15, 2010.  No interventions were filed in the docket.
B. Findings and Conclusions

4. Black Hills filed its Petition pursuant to a Settlement Agreement reached in its most recent rate case, filed May 17, 2010, which was approved without substantive modification by Decision Nos. R10-0793 and C10-0848 in Docket No. 10AL-008E.  The Settlement Agreement, at paragraph 15(f), required Black Hills to file a petition for declaratory order within 90 days of the decision approving the settlement, in order to determine whether its AMI Project “is in the ordinary course of business, or requires a Certificate of Public Convenience and Necessity, pursuant to Colo. Rev. Stat. § 40-5-101.”
5. Black Hills argues the AMI Project is in the ordinary course of business because it is a modern meter replacement program deployed to customers in the utility’s service territory.  It asserts that the AMI Project is not the construction or an extension of a “facility, plant or system” within the meaning of those terms as used in § 40-5-101(1), C.R.S., nor is it the construction or an extension of a “facility, plant or system” into cities, towns, or territory not already served by Black Hills or not already contiguous to its facilities, lines, plant, or system. 

6. Black Hills contends the AMI Project will enhance the delivery of electric service to its Colorado customers via upgrades to modern meter technology.  The replacement meters and supporting communication infrastructure are part of the distribution system and will reduce operating costs by allowing Black Hills to access the meter data remotely and to assist customers with account questions in a near real-time basis.

7. Black Hills states that it reasonably believes the AMI Project is in the ordinary course of business.  It contends that it considered the proper steps to take at the time the AMI Project was approved by its management back in 2007, and again in 2009 in conjunction with its grant application to the United States Department of Energy (DOE) for American Recovery and Reinvestment Act (ARRA) funds.  Black Hills states that it was proactive in communicating with the Commission and Commission Staff about its plans and even solicited support for its DOE grant application, as shown in Exhibit 3 to its Petition.  Black Hills concludes that the upgrades to modern meter technology through the AMI Project are in the ordinary course of business and a CPCN is not required.

8. The information filed by Black Hills indicates that the total capital requirement of the project in 2007 was $6.987M with a payback period of a bit over five years for installing the AMI meters to 61 percent of Aquila’s
 customer base.  In 2009, Black Hills provided an update to the Commission on the progress of the project and its capabilities for operational efficiencies and future energy management aspects such as Time of Use rates.  Black Hills also discussed the possibility of ARRA funding at that time.  

9. The Commission finds that the activities undertaken by Black Hills to replace aging manual read meters with AMI is in the ordinary course of business and does not require a CPCN. The project is capturing the efficiencies of automatic meter reads as well as opening up the company to new ways to optimize the maintenance and monitoring of the system and the possibility of advanced rate designs to encourage energy savings.

10. The Commission finds this project is different from the SmartGridCity™ project undertaken by Public Service Company of Colorado.  The SmartGridCity™ project is much larger in scope that touches upon many aspects of the utility distribution system and attempts to do a much larger amount of system integration over the entire distribution system. 

11. The Commission finds good cause to grant the Petition.  However, by doing so the Commission makes no rulings related to cost recovery for the AMI Project.  

II. ORDER

A. The Commission Orders That:


1.
The Petition for Declaratory Order filed by Black Hills/Colorado Electric Utility Company, LP, on November 2, 2010 is granted, consistent with the discussion above.


2.
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.
3.
This Order is effective on its Mailed Date.
B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
December 28, 2010.
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� Aquila was the predecessor utility later acquired by Black Hills.
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