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I. STATEMENT
1. On June 29, 2016, Public Service Company of Colorado (Public Service 
or Company) filed a Phase II Report in its Steam Resource Plan, pursuant to Decision 
No. R15-0341 which was issued on April 14, 2015.  As a part of this report, Public Service requests Commission authorization to construct and operate a new single steam boiler to be located at the existing Denver Steam Plant, along with a Certificate of Public Convenience and Necessity (CPCN) for this proposed project.  On July 28, 2016, the City and County of Denver (Denver) filed comments supporting the requests contained in Public Service’s Phase II Report.  
2. As discussed below, we approve a CPCN to construct and operate an additional new boiler at the existing Denver Steam Plant, as Public Service proposed in its Phase II Report.

A. Background
3. In Proceeding No. 12A-1264ST, Public Service filed a CPCN application to construct a new Sun Valley steam boiler facility to replace its retiring Zuni facility.  However, the Company was concerned that the large steam rate increase from this new facility could result in many steam customers terminating steam service.  Public Service requested Commission approval of a subsidy from its gas department to offset part of the steam costs. The Commission denied this request and required the Company to develop an approach where the steam department could be self-sustainable.
 
4. On December 18, 2014, Public Service filed a Verified Application (Application) for approval of its steam resource plan and for conditional approval of a CPCN to construct a new boiler project to replace the retiring Zuni steam boiler facility.  

5. On February 6, 2015, the Commission deemed the Application complete, granted the permissive interventions of the Colorado Energy Office and Denver, acknowledged the intervention of Staff of the Public Utilities Commission, and referred the Proceeding to an Administrative Law Judge.
  Public Service has waived the time requirements for a Commission decision on the Application pursuant to § 40-6-109.5(3), C.R.S.

On April 1, 2015, Public Service filed a Settlement Agreement (Settlement), which set forth a process by which Public Service would thoroughly evaluate its future steam system needs and customer erosion potential, and file a Phase II Report within this proceeding with a recommendation to implement one of three options: (1) construct a new Sun Valley 

6. steam boiler facility with two boilers; (2) construct a one-boiler expansion at the existing Denver Steam Plant facility; or (3) not construct any new boilers.  On April 14, 2015, the Commission approved this Settlement.
  This Settlement required Public Service to file its Phase II Report on or before July 1, 2016.  On or before July 29, 2016, the intervenors were permitted to file any initial comments relating to the Company’s Phase II Report.  Reply comments were then due on or before August 12, 2016.  

7. The Decision approving the Settlement also approved Public Service’s interim plan to upgrade the low pressure steam distribution system around the Denver 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.  In Proceeding No. 14AL-0710ST, Public Service implemented a three-part demand-based rate structure, quarterly steam cost adjustment (SCA) filings, and provided a specific interim option for customers to keep the old rate structure if they planned to leave the steam system.
  In Proceeding No. 15AL-0938ST, the Company implemented increased steam rates for the Zuni repairs and distribution system upgrades.
  These rate changes allowed Public Service to implement higher rates to better establish customer erosion potential before a final decision on the Zuni replacement is made. 
B. Phase II Report 

8. As required by the Settlement, and Decision No R15-0341 approving the Settlement, Public Service filed its Phase II Report detailing and supporting its determination of the long-term needs of its steam system. The Company presents supporting data for the total customer demand at the meter measured in 15-minute intervals and aggregated on a rolling-hour basis for the overall system in accordance with the methodology established in the first phase of this proceeding.

9. Based on the Settlement criteria, Public Service determined that a projected maximum steam production sendout capacity of 509 thousand pounds (Mlbs) is required to meet the long-term needs of its steam customers.  The Company asserts that the future steam system needs will be served most optimally with the construction of an additional single boiler. This boiler will have a capacity of 160 Mlbs/hour, and will be placed in service coincident with or shortly after the planned cessation of steam production operations at Zuni Station. 
10. The one-boiler project consists of adding one 160 Mlbs/hr package boiler and associated auxiliary equipment at the Denver Steam Plant. With the addition of the new boiler, there will be a total of three boilers in service at the site. This approach will reduce overall operations and maintenance (O&M) expenses by optimizing the control of three boilers at a single site, and by using new, more efficient equipment.  The new equipment will use existing service connections for water, natural gas, #2 fuel oil, sewer and electricity, along with necessary upgrades to increase those services into the plant. The new boiler will be the same size as the larger existing boiler, with a send-out capacity of 160 Mlb/hr. As with the two existing boilers, the new boiler will be designed to use natural gas as the primary fuel and to use #2 fuel oil as a backup fuel. The new boiler will also be equipped with an economizer to maximize fuel efficiency. The new boiler may require a selective catalytic reducer (SCR) for NOx control to meet air permit requirements.

11. When the Company filed its Application in 2014, it projected the total capital expenditures for this project to be $17.8 million, for construction scheduled from August 2015 to December 2018 with an in-service date of October 1, 2018. As of May 2016, the Company updated its total capital expenditures to $20.7 million
 for construction from May 2016 to December 2019, with an in-service date of October 1, 2019.  The updated cost estimate is within the 20 percent accuracy band for the original cost estimate provided in the first phase of this proceeding, for which the upper limit would be $21.3 million in mid-2014 dollars.  

12. The main drivers of the higher projected cost are: (1) installation of SCR equipment that may be required to meet the Environmental Protection Agency’s Reasonably Available Control Technology standards related to NOx control; (2) a new outer facade surrounding the expanded Denver Steam Plant building; and (3) increased construction costs related to new site constraints due to surrounding development. 
13. The updated cost of installing one boiler at the Denver Steam Plant is projected to result in a slight increase in steam base rates; however, Public Service asserts that the lower SCA more than offsets the increased costs of the boiler.  Based on the increased construction costs and the resulting change in O&M costs, the Company will likely file an advice letter to increase rates in 2019 to coincide with the in-service date of the new boiler. 
II. FINDINGS AND DISCUSSION 
14. We find that Public Service has presented a thorough justification of its request to replace the aging Zuni facility with its proposed single-boiler addition at the Denver Steam Plant facility.  The proposed facility will reasonably meet the steam system requirements in an efficient and cost-effective manner. We find that the combined Phase I and Phase II record in this proceeding, in conjunction with the requirements established in the Phase I Settlement, supports the granting of a CPCN in accordance with § 40-5-101, C.R.S.

15. Therefore, we grant a CPCN to construct and operate an additional new steam boiler at the existing Denver Steam Plant, as Public Service proposed in its Phase II Report.
III. ORDER

A. The Commission Orders That:

1. A Certificate of Public Convenience and Necessity is granted to Public Service Company of Colorado to construct and operate an additional new steam boiler at the existing Denver Steam Plant, consistent with the above discussion.

2. The 20-day period provided in § 40-6-114, C.R.S., within which to file applications for rehearing, reargument, or reconsideration, begins on the first day following the effective date of this Decision.

3. This Decision is effective on its mailed date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
August 17, 2016.
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Doug Dean, 
Director
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________________________________
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� See Decision No. C13-1549, issued December 18, 2013, and Decision No. C14-0068, issued January 21, 2014, in Proceeding No. 12A-1264ST.


� Decision No. C15-0128-I.


� See Decision No. R15-0261-I, issued March 19, 2015.


� Decision No. R15-0341 became a decision of the Commission on May 4, 2015 because no exceptions were filed.


� See Decision No. R14-1217, issued October 6, 2014, in Proceeding No. 14AL-0710ST.  This decision became a Commission decision on October 27, 2014 because no exceptions were filed.


� The tariffs went into effect by operation of law on January 1, 2016.


� Expressed in mid-2016 dollars ($20.2 million in mid-2014 dollars).  Report p. 13. 
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