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I. BY THE COMMISSION

A. Statement

1. On August 29, 2017, Public Service Company of Colorado (Public Service or Company) filed a stipulation seeking an order from the Commission allowing consideration of the “Colorado Energy Plan” (CEP) Portfolio in the Company’s ongoing Electric Resource Plan (ERP) proceeding, Proceeding No. 16A-0396E. If approved by the Commission in Phase II of the ERP proceeding, the CEP Portfolio would include new utility resources sufficient to satisfy the resource need of 450 MW resulting from the Company’s updated demand forecast plus 325 MW resulting from the retirement of the Comanche 1 coal-fired generation unit, for a targeted need for 775 MW.  Depending upon the bids received in the ERP resource solicitation, Public Service also would replace in the CEP Portfolio some, none, or all of the capacity of the Comanche 2 coal unit, potentially resulting in up to 1,110 MW of new utility resources.  

2. The CEP Portfolio stipulation states that the implementation of the CEP Portfolio, if approved, is dependent upon additional approvals from the Commission to be addressed in a separate application.
  Public Service proposes to:  (1) modify the depreciation schedules for Comanche 1 and Comanche 2 to accelerate the depreciation associated with these units to reflect the new earlier retirement dates; (2) set up a regulatory asset to collect the incremental depreciation; (3) lower the rate of collections from the Renewable Energy Standard Adjustment (RESA) to approximately 1 percent; and (4) redirect the RESA money by revising the General Rate Schedule Adjustment (GRSA) to collect an amount of revenue approximately equivalent to the 1 percent reduction of the RESA in order to use the dollars collected through the GRSA to extinguish the regulatory asset.

3. On November 28, 2017, Public Service filed in this proceeding a copy of the application for approval of the accelerated depreciation and the associated RESA reduction (AD/RR Application).  The application filing included brief testimony of three witnesses and only one attached exhibit, an eleven-column table intended to summarize the incremental accelerated depreciation of Comanche units 1 and 2, and the associated balances of a proposed regulatory asset allocated to the Colorado retail jurisdiction.

4. By this Decision, we direct Public Service to file its work papers used to calculate the amounts shown in the various tables in the Direct Testimony submitted with the 
AD/RR Application.  We also order the filing of Supplemental Direct Testimony in support of the AD/RR Application no later than March 9, 2018.  
5. We further establish a procedural schedule in this matter culminating in an evidentiary hearing on May 31, 2018 and June 1, 2018.
B. Discussion

6. Public Service included a proposed procedural schedule for the Commission’s consideration of the AD/RR Application in its initial filing submitted on November 28, 2017.  Public Service stated that the timing of its application filing was intended to align with the filing of the Company’s bid evaluation and selection report to be submitted in late April 2018 as part of Phase II of the ERP proceeding, Proceeding No. 16A-0396E.  

7. Specifically, the Company proposed four rounds of pre-filed testimony with approximate filing dates:  (1) Direct Testimony submitted with the AD/RR Application; (2) Answer Testimony filed in mid-March 2018; (3) Rebuttal Testimony with updated information on any additional adjustments to the accelerated depreciation and on the RESA deferred account based on the actual project costs of the CEP Portfolio submitted in 
mid-May 2018 (to follow the filing of the 120-Day bid evaluation and selection report in the ERP proceeding); and (4) Surrebuttal Testimony to be filed approximately two weeks after the Rebuttal Testimony to address only the updated information filed in the Company’s Rebuttal Testimony.  Public Service seeks a final decision on the AD/RR Application contemporaneously with the Commission’s Phase II decision in the ERP proceeding in late July 2018.

8. In Decision No. C17-1022-I, issued December 8, 2017, we established a notice period for the AD/RR Application extending through January 8, 2018.

9. Because the AD/RR Application integrally relates to the CEP Portfolio, and because most of the parties in Public Service’s ERP proceeding joined in the CEP Portfolio stipulation,
 we permitted the parties in that proceeding to intervene in this AD/RR Application proceeding by filing, on or before January 8, 2018, a notice claiming party status.
  We also established January 8, 2018 as the deadline for persons not already parties in the ERP proceeding to file for permissive intervention in this AD/RR Application proceeding. We instructed filers to respond to the proposed procedural schedule set forth in the AD/RR Application. We also scheduled a prehearing conference on February 1, 2018 in order to preserve an opportunity for us to confer with the parties directly on the status of the application, such as whether it was contested by any party and whether any party requests a hearing.  To that end, we instructed Public Service to file a consensus procedural schedule by January 29, 2018.

10. On January 23, 2018, the AD/DR Application was deemed complete for purposes of § 40-6-109.5, C.R.S., by operation of 4 Code of Colorado Regulations 723-1-1303(c)(III).
  

11. At the January 24, 2018 Commissioners’ Weekly Meeting, we addressed the intervention fillings and established the parties in this matter to include: Public Service, Staff, OCC, CEO, CEC, Climax, COSEIA, Holy Cross, IREA, the Coalition of Ratepayers, Sierra Club, Vote Solar, WRA, and Energy Outreach Colorado, the only additional intervenor in this proceeding that was not a party in Public Service’s ERP proceeding.

12. In Decision No. C18-0059-I, issued January 24, 2018, we stated that a hearing is required in this matter and directed Public Service to confer with the intervening parties to file a proposed procedural schedule by January 29, 2018. 

13. On January 26, 2018, Public Service filed a consensus proposed procedural schedule that added a two-day evidentiary hearing on May 31, 2018 and June 1, 2018 to the proposed procedural schedule initially set forth with approximate dates in the AD/RR Application filing.

14. In Decision No. C18-0074-I, issued January 31, 2018, we determined that since the consensus schedule included a hearing as required by Decision No. C18-0059-I, the February 1, 2018 prehearing conference was no longer necessary.  We instead ordered additional filings from the intervening parties to clarify whether:  (1) they support, oppose, or take no position on the AD/RR Application; and (2) they intend to offer Answer Testimony.  The deadline for these filings was February 5, 2018. 

15. Position statements were timely filed by CEO; Vote Solar; EOC; COSEIA; CEC; WRA; Sierra Club; Staff; Holy Cross, and IREA, jointly; and Climax.  The Coalition of Ratepayers made no filing; however, they opposed the CEP Portfolio stipulation in Public Service’s ERP proceeding.  

16. OCC, CEO, COSEIA, Vote Solar, and WRA conditionally support the approval of the AD/RR Application, depending upon the course of discovery and the other parties’ advocacy in this matter.  CEC, Climax, Holy Cross, IREA, EOC, and Sierra Club also appear to want to investigate the merits of the AD/RR Application further through discovery before finalizing any position on the AD/RR Application.  

17. Staff states that, as a party to the CEP Portfolio stipulation, it is appropriate for Public Service to propose to accelerate the depreciation associated with Comanche 1 and Comanche 2 units as a component of the CEP Portfolio.  Staff further states that it expects to take no position on the merits of the AD/RR Application “as it is largely a policy call for the Commission.”

18. From February 7, 2018 through February 9, 2018, we conducted a three-day evidentiary hearing on the CEP Portfolio stipulation in Proceeding No. 16A-0396E.  Several witnesses offered at the hearing addressed the AD/RR Application in direct testimony, in response to cross-examination, or in answers to questions from the Commissioners.

C.
Findings and Conclusions

19. We reaffirm that an evidentiary hearing on the AD/RR Application is required.  Several of the intervening parties have expressed interest in conducting discovery, and we will maintain the posture of this proceeding as a contested matter, despite the absence of any clear statement by the intervening parties specifying the grounds on which this proceeding is either contested or opposed.

20. Upon review of Public Service’s Direct Testimony submitted with the AD/RR Application on November 28, 2017, we find the presentation of the following to be either incomplete or otherwise not fully supported: (1) the modified depreciation schedules; (2) the creation of the regulatory asset; (3) the related adjustments to the Company’s income statement; (4) the determination of the revenue requirements intended to extinguish the regulatory asset; (5) the derivation of the GRSA; (6) the proposed calculation of the requested return on the regulatory asset; (7) the estimated level of returns to the Company at its proposed weighted average cost of capital; (8) the timing of the recovery of those returns from ratepayers; and (9) the projected RESA deferred account balances under both the current 2 percent level of collections and under the temporary 1 percent level of collections.  We therefore direct Public Service to file the work papers associated with the dollar figures and tables in its Direct Testimony.  Public Service shall also serve the Commission’s advisors and the parties to this proceeding the work papers in executable formats, with all cells and formulas intact. Public Service shall file the work papers and serve them in executable form no later than March 9, 2018.

21. We further find that additional written testimony from Public Service is necessary to support the relief requested in the AD/RR Application.  

22. First, we direct Public Service to explain the calculations addressed above with respect to the supporting work papers.  For example, we direct Public Service to tie the determination of the proposed regulatory asset to the depreciation rates and depreciated book amounts presented in Proceeding No. 16A-0231E.  We invite Public Service and the intervenors to explain why the settlement in Proceeding No. 16A-0231E is applicable to this proceeding and whether or not there are other approaches that might be in the best interests of the public.  This analysis should include not only the depreciation calculation, but also the inclusion of net salvage value as set forth in page 15 of Ms. Perkett’s testimony.
23. Second, Public Service shall provide any other calculations or models used to develop potential alternative cost recovery approaches.  Public Service shall provide these models to the Commission’s advisors and the parties in executable format with all cells or formulas intact.  

24. Third, Public Service must explain any differences between the determination and recovery of accelerated depreciation, as proposed in this proceeding, for the Company’s Colorado retail customers and the determination and recovery of regulatory assets for accelerated depreciation as used by the Federal Energy Regulatory Commission. Public Service shall also provide an analysis and comparison of the total costs versus the savings to ratepayers of each approach.  

25. Fourth, Public Service must explain whether or not the Tax Cuts and Job Act (TCJA) could effect these calculations and what effect that might have on these costs.  The Company, in its direct testimony, refers to Generally Accepted Accounting Principles (GAAP).  The Company should explain if and how GAAP directs the treatment of the effect of the TCJA on the depreciation or if the Company is using GAAP for some treatments and another approach for treatment of these regulatory assets.

26. Fifth, testimony at the evidentiary hearing on the CEP Portfolio stipulation in Proceeding No. 16A-0396E indicated that Public Service does not plan to fully decommission Comanche units 1 and 2 until 2070, the expected retirement date of Comanche unit 3 which is also located at the Comanche generation station.  We direct Public Service to provide an analysis of the anticipated cost of the decommissioning and demolition of the Comanche 1 and 2 sites (and any common assets shared with Comanche 3), as well as provide the salvage value of these assets.  Further, the Company shall explain whether the above referenced costs will be included in the cost recovery sought in this proceeding.  If the Company does not intend to include these items as cost recovery in this proceeding, the Company should explain when it intends to seek cost recovery for these items.  The Company is directed to provide a cost/benefit analysis of both scenarios, i.e., assume the costs are included in one analysis and one where the costs are not included.
27. Sixth, Public Service shall address why the granting of the relief requested in the AD/RR Application, including the specific “steps” (as set forth in the direct testimony of McKoane, Perkett, and Trowbridge) and approvals, are in the public interest.

28. Public Service shall file the Supplemental Direct Testimony no later than March 9, 2018.  Public Service shall also file its work papers supporting the Supplemental Direct Testimony and provide them to the Commission’s advisors and the parties in executable format.  
29. With the addition of the deadline of March 9, 2018 for the filing of Supplemental Direct Testimony and with the elimination of a set deadline for a Commission decision on the AD/RR Application, we find the proposed schedule submitted on January 26, 2018 is reasonable.
  We therefore adopt the procedural schedule as follows: 

March 9, 2018


Supplemental Direct Testimony and Work Papers

March 28, 2018


Answer Testimony

May 4, 2018


Rebuttal/Cross-Answer Testimony

May 18, 2018


Surrebuttal Testimony

May 31, 2018 and June 1, 2018
Evidentiary Hearing 

June 15, 2018


Statements of Position

II. ORDER

A. It Is Ordered That:
1. Public Service Company of Colorado (Public Service) shall file Supplemental Direct Testimony no later than March 9, 2018, consistent with the discussion above.

2. Public Service shall file its work papers no later than March 9, 2018, consistent with the discussion above.  As necessary, Public Service shall serve the work papers on Commission advisors and the parties in executable format and with all cells and formulas intact no later than March 9, 2018. 

3. The consensus procedural schedule filed by Public Service on January 26, 2018, as modified with the inclusion of the deadline for Public Service’s filing of Supplemental Direct Testimony, is adopted, consistent with the discussion above. 

4. A hearing in this matter is scheduled as follows:

DATE: 
May 31, 2018 and June 1, 2018

TIME: 

9:00 a.m. to 5:00 p.m.
PLACE: 
Hearing Room
Colorado Public Utilities Commission


1560 Broadway, Suite 250


Denver, Colorado

5. This Decision is effective upon its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
February 15, 2018.

	(S E A L)

[image: image1.png]



ATTEST: A TRUE COPY


[image: image2.wmf] 

 

 


Doug Dean, 
Director
	THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO


JEFFREY P. ACKERMANN
________________________________


FRANCES A. KONCILJA
________________________________


WENDY M. MOSER
________________________________
                                        Commissioners




� CEP Portfolio Stipulation, p. 17.


� Direct Testimony of Lisa H. Perkett, Attachment LHP-1.


� The Stipulating Parties are: Public Service, the Colorado Public Utilities Commission Staff (Staff), the Colorado Office of Consumer Counsel (OCC); the Colorado Energy Office (CEO); the City of Boulder; Climax Molybdenum Company; the Colorado Energy Consumers Group (CEC); Colorado Independent Energy Association; the Colorado Solar Energy Industries Association (COSEIA); Interwest Energy Alliance; Invenergy, LLC; Southwest Generation Operating Company, LLC; Rocky Mountain Environmental Labor Coalition and Colorado Building and Construction Trades Council, AFL-CIO; Vote Solar; and Western Resource Advocates (WRA) (collectively, the Stipulating Parties). Non-joining parties who take no position on the Stipulation are: Holy Cross Electric Association, Inc. (Holy Cross), Yampa Valley Electric Association, Inc., Intermountain Rural Electric Association (IREA), and Grand Valley Rural Power Lines, Inc.  Non-joining parties who oppose the Stipulation are: International Brotherhood of Electrical Workers, Local No. 111, and Sustainable Power Group, LLC.


� Decision No. C17-1022-I, issued December 8, 2017, Proceeding No. 17A-0797E.


� In accordance § 40-6-109.5, C.R.S., the initial 120-day deadline for the Commission to issue a decision on the AD/RR Application is May 23, 2018, because the AD/RR Application was filed with supporting testimony together with exhibits.  The Commission may, by separate order, extend the deadline for the issuance of a decision an additional 90 days, or to August 21, 2018.


� Decision No. C18-0117-I, issued February 15, 2018, Proceeding No. 17A-0797E.


� The Company has not yet indicated whether it intends to waive the 210-day statutory deadline after the application was deemed complete, consistent with the prescribed timelines in § 40-6-109.5, C.R.S. In the event Public Service intends to waive the statutory deadline pursuant to § 40-6-109.5(3), C.R.S., it shall make an appropriate filing notifying the Commission. 
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