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Public Service Company of Colorado (Public Service) shall provide full, complete, and clear answers to the following questions.  To the extent Public Service is not able at this time to provide such answers, Public Service shall explicitly state so and explain why.  

Questions to Assess Benefit to Ratepayers

1. Please state the anticipated costs in each of the first five years of the proposed program, the percentage of those costs that will be borne by ratepayers, and the cost borne by each ratepayer class; and provide a detailed explanation of how these costs and percentages are calculated.  

2. Please state the anticipated amount of return that Public Service will earn from the proposed program in each of the first five years of the proposed program, and provide a detailed explanation of how this return is calculated.  

3. How will the proposed program benefit ratepayers?  Please quantify the benefit. Specifically, identify with as much detail as possible the circumstances in which ratepayers will: 

a) benefit from the proposed program (i.e., will be better off than if the proposed program had not been approved); 

b) “lose” under the proposed program (i.e., will be worse off than if the program had not been approved); and

c) “break-even” under the proposed program (i.e., will be neither better nor worse off than if the proposed program had not been approved).  

4. If Public Service had purchased reserves three years ago under the proposed program, please describe in detail the best estimate of ratepayer impacts today.  Please provide full supporting information and cost estimates.

5. Please explain how the proposed program will give greater protection from price increases to ratepayers than if Public Service entered into long-term (five or ten-year) gas supply contracts (e.g., as the Commission approved in implementing the Clean Air, Clean Jobs Act, Proceeding No. 10M-245E). 

6. If anticipated revenue streams associated with the owned reserves do not materialize (e.g., natural gas liquids prices fall significantly), is this program better than a long-term fixed-price contract?  Please explain your answer with as much detail as reasonably possible.  
General Questions

7. Please provide a summary of all long-term gas hedging arrangements Public Service has entered into from 2000 to the present.  Please provide:

a) the type of the hedging instrument; 

b) the duration of the arrangement in years; 

c) the volume contracted for, the actual or budgeted cost of the gas received under the hedge in $ and $/MMBtu; and 

d) the market price of gas that would have been purchased if the hedge was not implemented.

8. Please provide all hedging bids or proposals obtained for 2000-present, including the type of instrument, the duration, the volume, and cost.

a) Please identify the bids that were successful.   

b) For any bids or proposals that were not successful, please explain the reason they were not successful.  

c) If bids were not solicited, please explain why not.
9. What are the estimated costs of current or future environmental compliance resulting from the adoption of the proposed program? Who will pay the costs: Public Service, ratepayers, or both?  If both, please identify the approximate percentage to be paid by each. 

10. Please list all negotiations and discussions Public Service and/or Wexpro has had, directly or through a third party, of potential reserves to be acquired, including the names of the reserves, owners, locations, and size of the potential reserve assets.

11. Please explain whether Public Service and/or Wexpro Development Company (Wexpro) has directly or indirectly spoken to or negotiated with any of the companies that were presenters at the September 30, 2015, Commissioners’ Information Meeting regarding potential reserves to be acquired.

Separate Responses to Questions Raised in 15A-0867G/15A-0868E.

Jackson, p. 16 states that Public Service has attempted to address the questions that the Commission has raised regarding Black Hills/Colorado Gas’s Cost of Service Gas (COSG) proposal in 15A-0867G/15A-0868E.  However, it is not readily apparent where the answers are in the direct testimony, or the content of the answers.  As a result, we require Public Service to file supplemental testimony fully, completely, and clearly answering the applicable questions as follows:  
12. a)
Please provide Public Service’s forecast of all COSG program costs, by year, for a 20-year term, with resulting gas prices in both $ and in $/MMBtu. Include full details and supporting information for all premiums and added costs that will be incurred as a result of the COSG Program.  For any costs that are not yet fully determined, provide the best available estimation.  

b)
Please provide a +/- percentage confidence interval for all estimated costs.

c)
Is the goal of the COSG program to lock in historically low reserve and gas prices, or is the goal to lock in the average NPV long-term forecast price?

13. a)
Please provide Public Service’s best estimate of the percent of production by year that will be supplied under the COSG program as it ramps up to 50 percent and continues for the life of the field(s).  

b)
Provide a proposal for the amount of hedging using current instruments (e.g., short-term fixed price contracts, seasonal storage, and short-term financial hedges) that should be continued for its gas department if the COSG program is approved.  

c)
Provide a full discussion of whether Public Service’s proposal represents a diversified portfolio approach to hedging (e.g., different types of hedges are implemented and hedges are implemented at different periods of time) including Public Service’s proposal to implement the COSG program at the full 50 percent in a short period of time. 
14. Please provide the estimated annual costs, in $ and $/MMBtu of COSG gas, for the Hydrocarbon Monitor, the Accounting Monitor, and the administration of the program.

15. a)
Please provide a side-by-side comparison of the estimated gas costs for: 

· The proposed COSG Program (with estimated costs as required in question 12 a), above), 

· A continuation of the hedging program that exists now without the COSG program; 

· Public Service’s proposed combination of the COSG Program and continuation of the current hedging program as addressed in question 2, above; and

· A 100 percent spot market purchase case.  

Please provide this information by year, for a 20-year term, in $ and $/MMBtu, along with percent bill impact on gas customers compared with the 100 percent spot market purchase case.

16. a)
Please provide a full discussion stating why it is reasonable for the Commission to determine the prudence of the COSG program structure and operations without knowing the details of all proposed reserve acquisition and development costs, which will be proposed separately for expedited approval.  

b)
Please provide a full discussion of why it is reasonable for the Commission to approve the reserve acquisitions and 5-year drilling plans on a 60-day expedited schedule, and what alternatives would be available if there is insufficient information to make a decision within the 60-day period. 

17. Please provide a full discussion and basis for Public Service’ proposal to use an unregulated affiliate to perform the COSG function.  Why is it in the public interest to use an affiliate without bidding to other gas producers to make sure customers get the least-cost option?  Why is it fair to exercise monopoly power to benefit one affiliate producer over other gas producers? How does this promote efficiency in the market?

18. Please provide a full discussion about whether the contract between Public Service as a public utility and its unregulated affiliate grants benefits, or imposes obligations, upon the unregulated subsidiary in violation of the doctrine of regulated monopoly or § 40-3-114, C.R.S.

19. Please provide a detailed track record of Wexpro:

a) Provide documentation demonstrating the profitability; and average drilling, completion and overall production costs, by year, for the last ten years.  

b) Provide a list of production assets and value over the last ten years.  

c) Provide a summary of staffing positions and numbers of staff over the last ten years.

Questions Based on Public Service’s Direct Testimony.

20. Jackson p. 29 states “Wexpro Development will be motivated to only acquire properties for which they have a high degree of confidence that the Company will be interested in the property and the Commission will approve the property for inclusion into the COSG Program. Therefore, Wexpro Development and the Company will only bring properties that in effect meet the threshold for consideration to the Commission…”  Please identify and explain all threshold requirements.
21. Jackson, p. 48.  Inter-company financing.

a) Please provide the amount and frequency of inter-company loans and/or equity infusions anticipated to be provided to Gas Reserve Co., by year.  
b) Similarly, please provide Gas Reserve Co’s anticipated dividend payments and repayments to be paid to Public Service, by year.

22. Carter, p. 18.  The testimony states that the Company will have 21 days after receipt of an acquisition notice from Wexpro to decide if it is interested in the offered Wexpro asset and desires to submit it to the Commission for approval as part of the COSG Program.  
Is the Hydrocarbon Monitor’s review applicable to this timeframe also, or will the Hydrocarbon Monitor be made aware of/be involved in the development of this asset prior to the 21-day decision timeframe?
23. Carter, p. 22. Regarding the Market Price Shared Savings Incentive with Wexpro allowing for an additional 12 percent return, in addition to the Commission-allowed return:  
a) Please explain how the incentive benefits ratepayers?  
b) Please explain why Wexpro’s risks are not adequately mitigated by the Hydrocarbon Monitor’s evaluation of the reserve property and the guidance given by the Commission in approving the framework. 
c) How was the additional 12 percent incentive determined? Why isn’t any other amount appropriate?  
d) If Wexpro will receive guaranteed financing for its production, why is the Commission-allowed return not sufficient? 
e) Why is this not a symmetrical incentive, with Wexpro refunding profit if resulting COSG gas prices are higher than market?
24. Rasmussen, p. 30 states that Wexpro will review reserves and develop future drilling plans with the Hydrocarbon Monitor.  
a) Please describe in detail the role of the Hydrocarbon Monitor in this respect, i.e., does the Hydrocarbon Monitor have decision making authority that could override Wexpro or Gas Reserves Co, or require it to take alternative courses of action?  
b) Please describe in detail the existing or planned decision-making process that will take place prior to the filing of plans with the Commission.  

c) Please describe in detail whether the plans filed with the Commission will be effectively joint applications already approved by the Hydrocarbon Monitor, or will the Hydrocarbon Monitor conduct independent evaluation of the plans post-filing? 
d) What assurance does the Commission have that the Hydrocarbon Monitor will provide a critical and independent review of the project, and will not simply be assisting Wexpro?  
25. Rasmussen p. 38.  Changes in regulatory or external events.

a) Please describe whether, and, if so, how, previously approved wells can be closed completely or their production reduced if regulation subsequently changes or other future external events render it uneconomical to continue the previously approved drilling plans?  
b) How will such events impact ratepayers? 
26. Boughner p. 23.  Please provide a tabulation and graph comparing previous 
four-source blend forecasts, five-year New York Mercantile Exchange (NYMEX) strip futures, and actual market prices as specified further below.  If any component is not available, provide the best available approximation of the information.

a) For each year over the last 15 years, please show the four-source blend 
20-year forecast that was made or would have been made based on the individual four source forecasts made at or near that time. 

b) Similarly, please show the 5-year NYMEX strip futures prices for each year over the last 15 years. 
c) Show the actual gas market prices over that 15-year period.  
27. Boughner p. 23.  Four Source Blend Background.

a) Please provide the background information for each source of the four-source blend.  
b) If information propriety constrains the release of any such information (e.g., a subscription to the service), explain how the Commissioners, Advisors, Commission Staff, Office of Consumer Counsel, and other parties can obtain this information. 

28. Boughner, p. 37 states that Public Service will retain its authority to hedge gas costs under the Gas Price Volatility Mitigation (GPVM), and recently extended its GPVM Plan through 2017.  
a)
Please describe in detail what near-term GPVM activities will be undertaken both if the COSG plan is approved and if not approved.

b)
What filing(s) would be made in either case, and when?

