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I. STATEMENT
1. On December 18, 2014, Public Service Company of Colorado (Public Service or Company) filed a Verified Application (Application) for approval of its steam resource plan and for conditional approval of a certificate of public convenience and necessity (CPCN) to construct a new boiler project commencing in 2016.  Public Service filed testimony and exhibits with its Application, thereby requiring a Commission decision to issue within 120 days of the date the Application is deemed complete.  § 40-6-109.5(1), C.R.S.

2. On January 16, 2015, the Colorado Energy Office (CEO) filed its Motion for Permissive Intervention.
3. On January 16, 2015, the City and County of Denver (Denver) filed its Motion for Permissive Intervention.

4. On January 21, 2015, Staff of the Colorado Public Utilities Commission (Staff) filed its Notice of Intervention as of Right, Entry of Appearance, Notice Pursuant to Rule 1007(a) and Rule 1401, and Request for Hearing
5. On February 6, 2015, the Commission deemed the Application complete, granted the permissive intervention of CEO and Denver and acknowledged Staff’s intervention of right, and referred this matter for disposition to an Administrative Law Judge (ALJ).  Decision No. C15-0128-I.

6. In anticipation of a hearing in this proceeding, the ALJ scheduled a prehearing conference for February 24, 2015.  Decision No. R15-0148-I issued February 10, 2015.

7. At the date, time and location noticed, the ALJ convened the prehearing conference.  All parties appeared through counsel.  During the prehearing conference, the ALJ found that additional time is necessary for a final Commission decision to issue in this proceeding, and extended the deadline for a Commission decision to issue by 90 days.  
§ 40-6-109.5(1), C.R.S.   

8. Public Service proposed that the parties be permitted three weeks to continue settlement negotiations, prior to setting a hearing and procedural schedule.   

9. On March 17, 2015, Public Service filed its Unopposed Motion for Extension of Time, Notice of Waiver of Time Limits Pursuant to C.R.S. §40-5-109.5 and Request for Waiver of Response Time. 

10. By Decision No. R15-0188-I, issued February 25, 2015, the Unopposed Motion for Extension of Time was granted and Public Service’s Waiver of Time Limits Pursuant to C.R.S. §40-5-109.5 was acknowledged.

11. On April 1, 2015, Public Service filed its Settlement Agreement (Settlement) and Joint Motion for Approval of Stipulation and Agreement and Request for Waiver of Response Time (Motion). In the Motion, the parties state they have resolved the disputed issues in the proceeding. 
II. FINDINGS AND DISCUSSION 
A. Burden of Proof  

12. The parties have the burden of proving by a preponderance of the evidence that the Settlement is just and reasonable.
  In reviewing the terms of the Settlement, the ALJ applied the Commission’s direction and policy with respect to review of settlement agreements as found in, e.g., Decision No. C06-0259 in Proceeding No. 05S-264G issued March 20, 2006.  

13. Section 40-3-101, C.R.S., contains the standard against which the Commission judges proposed rates and charges:  All rates and charges must be “just and reasonable.”  In addition, the Colorado Supreme Court lists these factors:  

Those charged with the responsibility of prescribing rates have to consider the interests of both the investors and the consumers.  Sound judgment in the balancing of their respective interests is the means by which a decision is reached rather than by the use of a mathematical or legal formula.  After all, the final test is whether the rate is "just and reasonable."  And, of course, this test includes the constitutional question of whether the rate order "has passed beyond the lowest limit of the permitted zone of reasonableness into the forbidden reaches of confiscation."  

Public Utilities Commission v. Northwest Water Corporation, 168 Colo. 154, 173, 451 P.2d 266, 276 (Colo. 1969) (citations omitted).  
14. Further, the Commission must consider whether the rates and charges, taken together, are likely to generate sufficient revenue to ensure a financially viable public utility, which is in both the ratepayers' interest and the investors' interest.  Finally, the Commission must consider the ratepayers' interest in avoiding or minimizing rate shock because the monopoly which a utility enjoys cannot be exerted, to the public detriment, to impose oppressive rates.  Northwest Water, 168 Colo. at 181, 451 P.2d at 279.  The Commission balances these factors and considerations when reviewing proposed rates and charges.
B. Terms of Settlement 

15. The Settlement, attached to this Decision as Attachment A, explains that the parties propose a negotiated resolution of the disputed issues in the case.  The Settlement resolves all of the issues which have been raised by Public Service, Staff, and the CEO.
1. Phasing of Proceeding

16. For the first phase of the proceeding the Parties agree that the Commission should issue a decision granting Public Service’s Application, in part, setting forth certain specific findings and determinations regarding Public Service’s Steam Resource Plan and adopting certain specific procedures for addressing which of the two alternative boiler projects, if any, Public Service should be granted a CPCN to construct.

17. The second phase shall not be assigned a new proceeding number, but rather shall be a continuation of this same application proceeding. To accommodate a Commission decision concerning the CPCN requested in its Application in the second phase of this proceeding, Public Service has waived the time requirements for a Commission decision on the Application pursuant to § 40-6-109.5(3), C.R.S.

2. Approval of Public Service’s Steam Resource Plan
18. The Parties agree the interim plan to upgrade the low pressure steam distribution system around the State Steam Plant to intermediate pressure and to make the necessary upgrades and repairs to Zuni Station to keep it in operation exclusively for steam production another three to five years, is reasonable and should be pursued. The interim plan projects shall carry with them a rebuttable presumption that such interim projects, as well as the reasonable costs incurred for such projects, are prudent.

19. The parties agree to the following accounting treatment for the proposed upgrades and repairs at Zuni Station to keep the plant operating exclusively for steam production purposes.
20. The cost of the upgrades and repairs shall be recorded as steam (and not electric) utility costs and such capitalized upgrades shall be depreciated over five years on a straight-line basis, for an annual depreciation accrual rate of 20 percent.
21. Public Service shall use the following method to determine its required production capacity over the long term. Public Service will review interval metered data during the winter heating season of 2015 through 2016. From this data, Public Service will derive the system coincident peak demand at the meter during this heating season.
22. Public Service will evaluate likely customer additions and losses within its service area footprint not captured in the data for the 2015 through 2016 heating season. Public Service will then assess opportunities to mitigate some or all of the anticipated customer losses using demand-side tools and considerations. The load losses attributable to customers leaving the steam system will be subtracted from the load additions resulting from the likely addition of new customers. The resulting net load impact (positive or negative) will be added to the metered coincident peak load derived in Step 1 above to derive a system coincident peak demand at the meter, adjusted for projected customer gains and losses.

23. Public Service will estimate the impact of known or very likely Demand Side Management (DSM) measures to be implemented after the heating season of 2015 through  2016 on the system coincident peak demand at the meter. These DSM initiatives comprise both customer-initiated and utility-initiated measures. When evaluating utility-initiated measures, Public Service will consider whether small changes in system coincident peak load would allow for a lower-cost supply-side option. This load reduction will be netted against the system coincident peak demand derived in Step 2 above to derive a system coincident peak demand at the meter, adjusted for both customer gains and losses and the impact of energy-efficiency initiatives implemented after the 2015 through 2016 heating season.
24. Public Service will convert the system coincident peak demand derived in Step 3 above to a required amount of production capacity. This conversion will adjust the system coincident peak demand at the meter to account for both the extreme winter temperatures for which the Company must plan and losses over the distribution system. 
25. Public Service has narrowed the potential long-term supply-side solutions to just three supply side options such that the issue concerning the range of potential long-term options is appropriately resolved and need not be revisited in the second phase of this proceeding addressing which of the two alternative boiler projects, if any, Public Service should be granted a CPCN to construct.
26. These cost estimates for the one-boiler and two-boiler long-term supply options may be updated for purposes of the second phase of this proceeding. The cost estimates may be relied upon in considering which of the two alternative boiler projects, if any, the Company should be granted a CPCN to construct.
3. Procedures for Issuing Final CPCN Authority

27. The second phase should be limited in scope, and should be expedited to the extent possible.

28. On or before May 15, 2016, Public Service shall meet with Staff to present its preliminary determination regarding the future steam system needs considered in conjunction with demand-side measures, and which of the three long-term supply side solutions the Company would expect to propose to implement based on this preliminary determination.

29. Public Service shall also present findings regarding which of the demand-side tools or measures it has implemented or plans to implement and shall explain how such tools or measures were factored into the preliminary determination regarding the future steam system needs. Denver and CEO shall be invited, but not required, to participate in such a meeting. Public Service shall also provide Staff, Denver and CEO supporting workpapers, but such workpapers shall be deemed preliminary and provided on a Confidential basis.

30. On or before July 1, 2016, Public Service shall file a report detailing and supporting its determination of the long-term needs for its steam system. This report will include supporting data for the total customer demand at the meter measured in 15-minute intervals and aggregated on a rolling-hour basis presented graphically and/or in tabular form for the overall system along with corresponding ambient air temperature recordings. A calculation of the distribution system losses will also be part of the supporting data.

31. Public Service shall also report findings regarding which of the demand-side tools or measures it has implemented or plans to implement and shall explain how such tools or measures were factored into Public Service’s determination regarding the future steam system needs. Based on this assessment, Public Service will specify in the report which of the three long-term solutions, considered in conjunction with demand-side measures, the Company proposes to implement – the two-boiler project, the one-boiler project, or no long-term project. If Public Service does not plan to implement additional demand-side measures, it shall include a statement in the filing for its rationale for not doing so. If Public Service proposes to implement either the one-boiler or two-boiler option (with or without additional demand-side measures), then the Company will also provide updated cost estimates for that proposed option.

32. On or before July 29, 2016, Staff, Denver, and CEO may file any initial comments relating to the Company’s July 1, 2016 filing.  The comments regarding how Public Service has determined its long-term customer needs shall be limited to application of the methodology as described within the settlement agreement. No new methodological approaches can be proposed even if the data to apply such new approach is available. Additionally, comments shall be limited to the quantitative assessment of which long-term supply side option should be pursued and shall not address policy or social impacts of a particular supply-side solution. To the extent that the system coincident peak load is within 2 percent of the break-even point between two of the supply-side options, then parties may propose demand-side initiatives to reduce the required production capacity to a level that will accommodate the implementation of the lower-cost supply-side option. Staff, Denver, and CEO may also offer commentary regarding the raw data and the subsequent calculations using the defined data.
33. On or before August 12, 2016, the Parties may file reply comments responding to issues raised in the initial comments. Reply comments shall be limited to responding directly to the initial comments with no additional topics introduced. 

34. The Parties request that the Commission issue a final decision on or before October 1, 2016, granting or denying a CPCN for Public Service to construct and operate either the two-boiler or one-boiler option, as supported by the current or future public convenience and necessity. If the Commission delegates the second phase of the proceeding to an ALJ, the Parties further request that the Commission make the necessary findings in accordance with 
§ 40-6-109(6), C.R.S., to order that a recommended decision be omitted and, to ensure that the Commission can issue an initial decision by October 1, 2016, directing that the ALJ prepare a draft initial Commission decision for the Commission’s consideration on or before September 15, 2016.

35. The Parties agree to request that the Commission limit the second phase of the proceeding to the following:

A final Commission determination of which of the three long-term options identified in the Application and approved as part of the overall resource plan, as clarified or otherwise modified herein to account for demand-side measures, should be pursued by Public Service. There shall be no re-litigation by any party of issues resolved by the Commission’s decision in the first phase of this proceeding.
The expedited review and consideration by the Commission of the long-term option selected from the three alternatives identified in the Application, together with demand-side measures, and approved as part of the overall resource plan, as clarified or otherwise modified herein to account for demand-side measures, all in accordance with the limited procedures as outlined in the Commission’s decision in the first phase of this proceeding. 
If the Commission determines that either the one-boiler or two-boiler project is required by the current or future public convenience and necessity, as supported by the evidence adduced in both the first and second phases of the proceeding, a Commission decision shall be issued granting Public Service a CPCN authorizing the construction and operation of such project.

III. CONCLUSIONS
36. The Settlement is just and reasonable, therefore good cause is found to accept the Settlement without modification.
37. The ALJ finds that the settlement successfully contains a procedure where parties have the opportunity to review and provide input to the Commission on the primary component of a CPCN.  Consistent with Electric Resource Planning Rules 3600 et seq., the Phase I portion provides parties and the Commission the opportunity to have input on how the needs assessment will be developed, and Phase II provides a reasonable opportunity for parties to comment on the resulting needs assessment resulting from the implementation of the plan as established in Phase I. 
38. The ALJ finds that required timing and administrative efficiency warrant the expedited Phase II review process. Once the needs analysis is complete, economics and system reliability require Public Service to construct facilities in a timely manner.
39. Further, holding a fully litigated proceeding on the Phase I issues would be redundant and inefficient.  The proposed party comments in Phase II provide a full opportunity for the parties and the Commission to make a determination on the final solution or solutions that are proposed to be implemented.  Given this expedited Phase II process it is necessary for parties to have an opportunity in Phase I to have input into establishing how the needs assessment will be implemented. It makes sense to address separately the Phase I issues now, when there is adequate time to fully address the issues, providing input to Public Service before it completes its Phase II analysis work.
40. The ALJ finds that Phase II is a direct continuation of the CPCN proposals in Phase I, therefore re-noticing and reopening the intervention process is not necessary.  Waiver of the statutory time limits set forth in § 40-6-109.5, C.R.S., is therefore required.
41. The ALJ finds that the Phase I plan as proposed in testimony and as addressed in the Settlement provides a reasonable plan to assess the system needs, and is therefore approved.
IV. ORDER

A. The Commission Orders That:

1. The Stipulation and Settlement Agreement, attached to and incorporated in this Decision is accepted. 

2. The Application of Public Service Company of Colorado filed on December 18, 2014 for approval of its steam resource plan and for conditional approval of a certificate of public convenience and necessity to construct a new boiler project commencing in 2016, is approved consistent with the Stipulation and Settlement Agreement.
3. This Recommended Decision shall be effective on the day it becomes the Decision of the Commission, if that is the case, and is entered as of the date above.
4. As provided by § 40-6-106, C.R.S., copies of this Recommended Decision shall be served upon the parties, who may file exceptions to it.
5. Responses to exceptions shall be due within seven calendar days from the filing of exceptions.
6. If no exceptions are filed within 20 days after service or within any extended period of time authorized, or unless the recommended decision is stayed by the Commission upon its own motion, the recommended decision shall become the decision of the Commission and subject to the provisions of § 40-6-114, C.R.S.
7. If a party seeks to amend, modify, annul, or reverse a basic finding of fact in its exceptions, that party must request and pay for a transcript to be filed, or the parties may stipulate to portions of the transcript according to the procedure stated in § 40-6-113, C.R.S.  If no transcript or stipulation is filed, the Commission is bound by the facts set out by the administrative law judge; and the parties cannot challenge these facts. This will limit what the Commission can review if exceptions are filed.
8. If exceptions to this Recommended Decision are filed, they shall not exceed 30 pages in length, unless the Commission for good cause shown permits this limit to be exceeded.
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Doug Dean, 
Director
	THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO


ROBERT I. GARVEY
________________________________
                     Administrative Law Judge




�  Section 13-25-127(1), C.R.S., and Rule 4 Code of Colorado Regulations 723-1-1500 of the Commission’s Rules of Practice and Procedure, establish the burden of proof for a party which asks the Commission to adopt its advocated position.  Decision No. C06-0786 in Proceeding No. 05A-072E issued July 3, 2006 at ¶ 40 and n.23.
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