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IMPORTANT NOTICE:  ANY PERSON DESIRING TO PARTICIPATE ONLY BY MAKING A STATEMENT MAY DO SO BY APPEARING AT THE HEARING.  IF YOU DESIRE TO ASK QUESTIONS OF A WITNESS OR OTHERWISE PARTICIPATE AS A PARTY IN THIS RATE MATTER, YOU MUST REQUEST PERMISSION FROM THE COMMISSION TO BE AN INTERVENOR (EVEN IF YOU HAVE ALREADY FILED AN OBJECTION).  ANYONE DESIRING TO INTERVENE MUST CAREFULLY FOLLOW THE LAW AND COMMISSION RULES FOR BECOMING AN INTERVENOR.  FOR FURTHER INFORMATION ON HOW TO INTERVENE CALL (303) 894‑2070 (PUC EXTERNAL AFFAIRS OFFICE).

I. BY THE COMMISSION

A. Statement

1. Black Hills/Colorado Electric Utility, LP (Black Hills or the Company) filed Advice Letter No. 642 (attached as Exhibit 1) on April 27, 2011.  The tariffs for electric service accompanying the Advice Letter modify the Company’s Energy Cost Adjustment (ECA) rate rider to address the treatment of off-system sales revenues and expenses and include a proposed incentive sharing mechanism associated with the net income on such sales.  Black Hills filed the Advice Letter with testimony supporting the proposed changes to the ECA tariff.

2. By Decision No. R10-0793 in Docket No. 10AL-008E, issued July 28, 2010, the Commission approved a comprehensive settlement agreement in which Black Hills and the settling parties agreed that the Company would address the treatment of its off-system sales in a separate proceeding.  Pursuant to the settlement agreement, Black Hills has recorded all expenses and revenues associated with off-system sales in segregated regulatory accounts.  The settling parties further agreed to advocate for a Commission order to address the treatment of the balances held in these segregated regulatory accounts as well as to address how net margins from off-system sales should be treated going forward.  The instant Docket is the proceeding contemplated by the settlement agreement.

3. In the testimony filed with the Advice Letter, Black Hills explains how it will account for the cost of goods sold associated with energy sales and how it will record the associated revenues.  These determinations are necessary for deriving the net income or “trading margins” attributable to off-system sales transactions.  Black Hills further explains how it proposes to rely upon the “Stacking” and “Merit” methodology set forth in the Black Hills Power Generation Dispatch and Power Market Department Administrative Guideline-DAG-011 to specifically assign costs to off-system sales versus native load and long-term contracts.

4. With respect to the proposed incentive sharing mechanism, Black Hills explains that it proposes to pass through the net income from off-system energy sales to its ratepayers in excess of $500,000, an amount intended to compensate the Company for the additional costs and risks associated with off-system energy sales transactions.  Net income in excess of $500,000 and up to $1 million would be shared between ratepayers and the Company, with 75 percent allocated to ratepayers and 25 percent allocated to Black Hills.  Net income in excess of $1 million would be shared 55 percent to ratepayers and 45 percent to the Company.  

5. On May 3, 2011, Trial Staff of the Commission (Staff) filed a protest letter, arguing that it has identified a number of issues that require further investigation before the rate increase is allowed to go into effect.  Among the issues Staff seeks to investigate, Staff lists the appropriateness of the proposed method for disentangling sales and purchases for native load from those associated with off-system sales, the appropriateness of the proposed shares of net income returned to ratepayers (particularly in light of the Company’s use of generation resources in the Company’s rate base), and the appropriateness of the $500,000 threshold before sharing begins with ratepayers.
6. The Colorado Office of Consumer Counsel (OCC) also filed a protest letter on May 20, 2011.  The OCC indicates that it shares with Staff similar concerns about the proposed accounting conventions and incentive mechanism.  The OCC further raises the question of whether the entire scheme may subject the Company’s customers to increased trading risk from transactions undertaking for speculative or monetary purposes.  Accordingly, the OCC requests that the Advice Letter be set for hearing.

7. Pursuant to § 40-6-111(1), C.R.S., the Commission may, in its discretion, set the tariff pages for hearing which will suspend their effective date for 120 days from the proposed effective date.  Section 40-6-111(1), C.R.S., also provides that the Commission may, in its discretion, by separate order, suspend the effective date of the tariff pages for an additional 90 days.  Thus, the Commission has the power and authority to suspend the effective date of the tariff pages for a maximum of 210 days or, in this docket, through December 23, 2011.  If the Commission does not establish new rates before the expiration of the first suspension period of 120 days, or September 23, 2011, the tariff pages filed by Black Hills may become effective.  If the Commission further suspends, by separate order, the effective date of the tariff pages for an additional 90 days, and if no new rates are established by the Commission before December 23, 2011, the tariff pages filed by Black Hills may become effective.
B. Findings

8. We will set the proposed tariff pages submitted under Advice Letter No. 642 for hearing and will suspend their effective date, to hold a hearing regarding the rates contained in the tariff pages.  The Commission will hear this matter en banc in accordance with a schedule and procedures established by a separate order.

9. A pleading to intervene may be filed by any person, firm, or corporation desiring to be a party and fully participate in this proceeding, as ordered below.  Such pleading shall be filed on or before June 17, 2011.  The filing of any other document protesting the tariff pages shall not allow participation as an intervenor in this matter.

10. We will convene a pre-hearing conference in this matter on June 20, 2011.  Black Hills and the potential parties shall come prepared to address the requests for intervention at this pre-hearing conference.  In addition, Black Hills shall work with the potential parties to determine proposed discovery procedures, proposed dates for the hearing, and proposed deadlines for the submission of pre-filed testimony, pre-hearing motions, any stipulations and settlements, and statements of position. 

11. Potential parties should be advised that we have also, by separate order, set for hearing the Company’s tariff pages submitted by Black Hills under Advice Letter No. 643, filed on April 28, 2011, concerning the Company’s base rates and the ECA.  The Commission will also hear that matter en banc.  Therefore, in order to take advantage of potential administrative efficiencies, we will convene simultaneously a pre-hearing conference in Docket No. 11AL‑387E with the pre-hearing conference scheduled below.  Potential parties to either proceeding shall be prepared to discuss the merits of consolidating or otherwise coordinating this proceeding with Docket No. 11AL-387E.

II. ORDER

A. The Commission Orders That:

1. The proposed effective date, May 28, 2011, of the tariff pages filed by Black Hills/Colorado Electric Utility, LP (Black Hills) with Advice Letter No. 642, is suspended for 120 days through September 23, 2011, or until further order of the Commission.

2. The tariff pages filed by Black Hills, with Advice Letter No. 642, will be set for hearing before the Commission en banc.  A future order issued by the Commission will establish the procedural schedule for this matter.

3. Any person, firm, or corporation, including any who have previously filed a document protesting the proposed tariff pages, who desire to intervene and participate as a party in this proceeding shall file a motion to intervene with the Commission on or before June 17, 2011, and shall serve a copy of the motion on Black Hills’ attorney of record.

4. A pre-hearing conference is scheduled for:


DATE: 
June 20, 2011

TIME: 

1:00 p.m. through 3:00 p.m.


PLACE: 
Commission Hearing Room
1560 Broadway, Suite 250
Denver, Colorado


5. Black Hills shall be prepared at the pre-hearing conference to address requests for intervention, proposed hearing dates and other procedures for this Docket, and the potential consolidation or coordination of this Docket with Docket No. 11AL-387E, consistent with the discussion above.

6. This Order is effective upon its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING 
May 25, 2011.
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