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I. BY THE COMMISSION

A. Statement
1. On December 12, 2012, Public Service Company of Colorado (Public Service) filed an Application for a Certificate of Public Convenience and Necessity to Construct Two Package Boilers for Its Steam Utility and for Approval of a Regulatory Plan Affecting Rates for Natural Gas and Steam Services Effective After the Boilers Have Been Placed in Service (Application).  The Certificate of Public Convenience And Necessity (CPCN) would allow for the construction of a new source of steam to replace the boiler at the Zuni generation facility.  Approval of the regulatory plan would allow Public Service to combine certain costs of its gas and steam departments for ratemaking purposes beginning in January 2016.  Public Service states in the Application that its willingness to install the new boilers is conditioned upon the Commission’s approval of the regulatory plan.

2. Accompanying the Application is the direct testimony of eight Public Service witnesses.  

3. The Commission issued a Notice of Application Filed on December 26, 2012, establishing a deadline for interventions of January 25, 2013.  

4. On December 21, 2012, Trial Staff of the Colorado Public Utilities Commission (Staff) filed a Notice of Application Deficiencies under subparagraph 1303(b)(II) of the Commission’s Rules of Practice and Procedure 4 Code of Colorado Regulations (CCR) 723-1.  Public Service timely filed a response, as well as an amendment to the Application, on December 31, 2012.

5. On January 7, 2013, Staff filed a second Notice of Application Deficiencies concerning the amendment to the Application filed on December 31, 2012.  Public Service filed a second response and a further amendment to the Application on January 17, 2013.  

6. We note that this docket has a potentially significant impact on Public Service’s steam and gas customers.  The Application also raises important policy issues surrounding the viability of steam service in the coming decades.  We therefore set the matter for hearing before the Commission en banc and address the following preliminary topics.
B. Interventions and Requests for Hearing

7. The Commission received a timely filed request for intervention and request for hearing from the Colorado Energy Consumers Group (CEC)
 and a timely request for intervention by Climax Molybdenum Company (Climax).  Staff and the Colorado Office of Consumer Counsel (OCC) also each timely filed notices of intervention by right and requests for hearing.

8. The Commission finds good cause to waive response time to the requests for intervention filed by CEC and Climax and grants the interventions.  The Commission further acknowledges the interventions by right of Staff and the OCC.

9. Public Service explains in its filing that it provides steam to the City and County of Denver, the State of Colorado, the Auraria campus, the Colorado Convention Center, the Denver Center for the Performing Arts, and the Denver Mint.  We are interested in learning the views of such public sector customers; however, none have requested to intervene in this proceeding.  We therefore encourage existing steam customers not represented by CEC to consider either submitting public comment in this docket or filing a motion for late intervention, provided that they will accept the record in this proceeding as it stands at the time of the late intervention. 

C. Completeness of the Application and Extension of Time for Commission Decision

10. Staff and Public Service dispute whether the Application meets the completeness standards of the Commission’s rules for the purpose of implementing the deadlines for a Commission decision set forth in § 40-6-109.5, C.R.S.

11. In its notice filed on December 21, 2012, Staff asserts that the Application has deficiencies and, as such, should not be deemed complete.  Staff suggests that Public Service must file a Cost Allocation and Assignment Manual (CAAM) and a Fully Distributed Cost (FDC) to demonstrate the impacts of the proposed regulatory plan.  Staff also argues that Public Service should seek waivers of certain rules of the Commission in order to pursue the plan to merge certain aspects of the steam and gas departments for ratemaking purposes.  Further, Staff argues that Public Service has not provided a legal basis for gas ratepayers to subsidize the steam department.  Finally, Staff notes that the Application does not adequately address what alternatives Public Service examined instead of the purchase and installation of two package boilers.

12. Public Service argues in its response filed on December 31, 2012 that it disagrees with Staff that the Application is deficient in any respect.  Nonetheless, in an amendment to the Application filed with the response, Public Service provides additional information regarding the alternatives that were examined to the proposed new package boilers.  Public Service also provides a general request for any waiver of the Commission’s rules as deemed necessary for an approval of the Application.  It states that the CAAM and the FDC would be required in a revenue requirement determination docket and argues that this is not such a docket.

13. In its second notice filed on January 7, 2013, Staff maintains its position that the Application is incomplete.  Staff states that a CAAM study and FDC are required to examine the detail of the allocations and assignments that will be made under the proposed regulatory plan proposed by Public Service.  Staff also reiterates its position that Public Service must ask for a waiver of Commission Rule 4502(b) of the Rules Regulating Gas Utilities and Pipeline Operators 4 CCR 723-4, since that rule requires that costs caused by a particular business activity be directly assigned to that business activity.  Staff also raises concerns regarding the customer notice provided by Public Service and states that the application be re-noticed with additional clarifying detail on the proposed subsidy of steam customers by gas customers.

14. In its response to the second notice, Public Service states that it continues to disagree with Staff that the Application is deficient in any respect.  According to Public Service, the Application, as twice amended, provides all information required by Commission rules or orders, adequately identifies the relief requested, and is supported by adequate types of information as required by Commission rules. 

15. Under the Commission’s rules, we conclude that Staff’s concerns go more to its merits than its completeness.  We disagree with Staff that a CAAM and an FDC are necessary to complete the Application.  Staff may instead raise its concerns about the necessity of a CAAM or FDC, or any special modifications to these items, with respect to the adoption or implementation of Public Service’s proposed regulatory plan as part of its case.  Similarly, Staff’s arguments regarding Public Service’s request for waivers go more to the merits of those requests than to the deficiencies of the Application.  
16. Based upon the foregoing, we deem the Application complete as of the effective date of this Order.
D. Additional Material to be Provided by Public Service

17. After reviewing the Application and the supporting testimony and exhibits, the Commission concludes that supplemental direct testimony is necessary to address the issues adequately, largely because the matter needs to be examined from a broader perspective.  In particular, the Application needs to be reviewed in the context of the long run viability of the steam utility.  

18. Accordingly, we direct Public Service to file an engineering study that assesses the expected lives of the other two steam generating facilities, the condition of the steam delivery network in downtown Denver, and all other related facilities.  The engineering study should also describe the viability of the steam system overall and the costs to maintain steam utility service to customers in the future.  In addition, Public Service shall file estimates of projected capital investments and operating and maintenance expenditures for the steam system over the next 5, 10, and 20 years.

19. We note that the steam department is characterized by a high ratio of fixed to variable costs, making the number of customers on the system very important in the development of rates.  Public Service shall therefore file material similar to a business plan for the steam department, including:  the status of steam service territory and whether it is defined by a CPCN; projections of the number of customers that are expected to be served with steam service over the next 5, 10, and 20 years; any future plans to expand the distribution system beyond its current footprint; and any future plans to develop a steam service in other parts of the Public Service territory.

20. The Commission is also interested in reviewing issues related to the heating needs of the steam customers.  We therefore direct Public Service to file material that addresses the relative efficiency, and therefore the relative economics, of the steam plant system (including piping and other losses) as compared with on-site furnaces or boilers fueled by natural gas. 
21. Finally, water resources in Colorado have been a significant issue for some time, and we direct Public Service to address the relative differences in water requirements between the centralized steam system and customer-sited natural gas boilers and heating systems.  
22. As indicated above, this material shall be filed as supplemental direct testimony.  Public Service shall file this testimony no later than March 15, 2013. The parties in this case shall take this additional round of testimony into account when determining a proposed schedule for the docket, as described below.  

E. Prehearing Conference

23. A prehearing conference is necessary to determine a full procedural schedule including dates for evidentiary hearings.  

24. A prehearing conference is therefore scheduled in this matter for February 27, 2013 at 1:30 p.m.  

25. We direct Public Service to confer with the intervening parties to develop a schedule and to file a proposal by February 25, 2012.  Unless Public Service is willing to waive the 210-day deadline for a Commission decision under § 40-6-109.5(1), C.R.S., we expect the parties to agree upon a schedule where hearings conclude prior to the end of June 2013. 

II. ORDER  
A. The Commission Orders That:  
1. The Application for a Certificate of Public Convenience and Necessity to Construct Two Package Boilers for Its Steam Utility and for Approval of a Regulatory Plan Affecting Rates for Natural Gas and Steam Services Effective After the Boilers Have Been Placed in Service (Application) filed by Public Service Company of Colorado (Public Service) on December 12, 2012 is deemed complete.

2. The Application is set for hearing before the Commission en banc, consistent with the discussion above.
3. The Motion to Intervene filed by the Colorado Energy Consumers on January 17, 2013 is granted.

4. The Notice of Intervention as of Right filed by the Staff of the Colorado Public Utilities Commission on January 18, 2013 is acknowledged.

5. The Notice of Intervention of Right filed by the Colorado Office of Consumer Counsel on January 24, 2013 is acknowledged. 

6. The Petition to Intervene filed by Climax Molybdenum Company on January 25, 2013 is granted.  

7. Public Service is directed to file supplemental direct testimony in support of the Application on or before March 15, 2013, consistent with the discussion above.

8. A prehearing conference in this matter is scheduled as follows:  

DATE:
February 27, 2013  

TIME:
1:30 p.m.  

PLACE:
Commission Hearing Room  

1560 Broadway, Suite 250  

Denver, Colorado  

9. Public Service shall file a proposed procedural schedule on or before February 25, 2013, consistent with the discussion above.

10. This Order is effective on its mailed date.

B. ADOPTED IN COMMISSIONER’S WEEKLY MEETING, 
January 30, 2013.
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Doug Dean, 
Director
	THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO


JOSHUA B. EPEL
________________________________


JAMES K. TARPEY
________________________________



PAMELA J. PATTON
________________________________

Commissioners




� CEC’s Motion to Intervene, filed on January 17, 2013, states that for purposes of this docket, the membership of CEC includes the Denver Metro Building Owners and Managers Association (BOMA) and its constituent members. CEC explains that many of BOMA’s members operate facilities within the service territory of Public Service and purchase steam and related energy services from Public Service.
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