Decision No. C96-0019

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO. 95S-292E

RE:  THE INVESTIGATION AND SUSPENSION OF TARIFF SHEETS FILED BY WESTPLAINS ENERGY WITH ADVICE LETTER NO. 536.

COMMISSION ORDER APPROVING SETTLEMENT AGREEMENT

Mailed Date:  January 5, 1996

Adopted Date:  January 3, 1996

I.
BY THE COMMISSION:

Statement

1.
On October 6, 1995, WestPlains Energy ("WestPlains"), the Staff of the Public Utilities Commission ("Staff"), and the Office of Consumer Counsel ("OCC") (collectively the "Parties") filed their Motion to Approve Settlement Agreement and to Close Docket.  The settlement agreement (the "Agreement") revised the Electric Cost Adjustment ("ECA") currently in effect for WestPlains by replacing it with an Incentive Cost Adjustment ("ICA").  The Agreement was filed in significant part because of representations by WestPlains which were adopted by the Colorado Public Utilities Commission (the "Commission") in Decision No. C95-248 in Docket No. 94I-702E.

2.
The Agreement implements an ICA whereby WestPlains is permitted to recover a portion of the difference between the base cost of energy and actual costs for fuel consumed in its generating units and purchased power energy charges, but not purchased power demand charges.  The ICA would contain a mechanism that limits the pass-on of future increases or decreases in the actual cost of fuel and purchased power energy by requiring an equal sharing by WestPlains and its customers.  The Parties have agreed that the ICA would be in effect until November 1, 1998.

3.
Upon review of the Agreement, the Commission determined that the issues addressed were significant and ordered that a hearing be held.  See Decision No. C95-1102.  The purpose for holding the hearing was for the Parties to fully explain their agreement to the Commission, including to explain how the Agreement addresses the directives contained in Decision No. C95-248.  The Parties were also directed to prepare testimony addressing how the cutover to the proposed ICA would be handled and how the previous month's ECA recoveries and the over/under ECA recoveries would be treated under the ICA.

4.
The hearing was held on December 21, 1995, at which time the Commission heard testimony from W. Scott Keith of UtiliCorp United Inc., Sandra Johnson Jones and Dr. Gary Schmitz of the Staff, and Dianne Wells of the OCC.  The oral testimony reemphasized the fact that the Agreement was to be valid for three years only; that WestPlains and its customers would bear equally the costs or benefits of changes in energy costs over the next three years; that no costs previously collected under the ECA would be double recovered under the ICA; and, that any necessary true-up would be performed on an annual basis rather than a monthly basis as had been required under the ECA.  Moreover, the testimony clarified the operation of the ICA to demonstrate that WestPlains' customers would not suffer an increase in base rates as a result of implementing the ICA because of the test year selected by the Parties.  Finally, because the Agreement creates a risk sharing arrangement, WestPlains does have an incentive to attempt to keep its energy costs at a minimum.  The Agreement actually addresses certain concern about ECAs which have been previously identified by this Commission.

5.
The Commission finds that the Agreement entered into by the Parties is in the public interest and should be approved.  More specifically, the Commission finds that the public interest will not be adversely impacted by an annual as opposed to a monthly true-up mechanism or by accumulation until October 1, 1996 of any over or under recoveries of monies as determined by the previously approved ECA.  As such, any over or under recoveries not collected from previously approved ECA's shall be carried forward until October 1, 1996 when the first ICA filing is made.

II.
ORDER
A.
The Commission Orders That:
1.
The settlement agreement and Incentive Cost Adjustment tariffs appended thereto filed by WestPlains Energy, the Staff of the Public Utilities Commission, and the Office of Consumer Counsel are approved with the above clarifications.

2.
WestPlains Energy shall file updated Incentive Cost Adjustment tariff pages with an effective date to coincide with the expiration of its most recently approved Electric Cost Adjustment to ensure that no double recovery of costs occurs.

3.
Absent the withdrawal from the settlement agreement by any party as a result of the contents of this Order within 15 days of the date of this Order, this docket shall be closed after 15 days from the mailing of this Order.

4.
This Order is effective on its Mailed Date.

B.
ADOPTED IN OPEN MEETING January 3, 1996.
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