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TO § 40-3-104.3, C.R.S. FOR
APPROVAL OF A SPECIFIC
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N N N N N N

SUMMARY OF THE HIGHLY CONFIDENTIAL DIRECT TESTIMONY OF
ALICE K. JACKSON

Ms. Alice K. Jackson is Public Service Company of Colorado’s (“Public Service”
or “Company”) policy witness in this statutory contract Application. She is President of
Public Service Company of Colorado. As President of Public Service, she is
responsible for the Company’s overall operations. This Application for a statutory
contract for electric services between EVRAZ and the Company is presented to the
Colorado Public Utilities Commission (“Commission”) pursuant to 8 40-3-104.3, C.R.S.
In 2017, EVRAZ began investigating options for its current electric supply arrangement
at its Pueblo facility, including the utilization of the Company’s Net Energy Metering
Tariff and the construction of a customer-sited solar facility to stabilize its electric rates
and cost of steel production, or in the alternative to relocate its facility to another state.
As a large customer of Public Service and a foundational component to the Southern
Colorado community of Pueblo, when EVRAZ reached out to Public Service along with
the State’s Office of Economic Development and International Trade (“OEDIT”) and the

Governor’'s Office with a potential growth opportunity or, in the alternative a departure,
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we took notice. Through the testimony presented by Ms. Jackson, the historical,

current, and future potential of the Company’s relationship with EVRAZ will be laid out,

along with the components of the agreement and the Company’s obligation to comport
with 8 40-3-104.3, C.R.S. and its implementing Rule 3106.

In this Application the Company is requesting approval of a statutory contract

with EVRAZ, commencing on January 1, 2019 and concluding on December 31, 2041.

There are two distinct time periods during this contract term: |GGG
|
I  (cferred to as the ‘Rebate
Period”; and
I <ferred to as the

‘Fixed Rate Period.” The table below reflects the periods of time as well as the
proposed fixed rates.

Table AKJ-D-1

Period Term Applicable Rate (cents per kWh)

There are many unique characteristics that underlie the ability for the Company
to present to EVRAZ the statutory contract as generally outlined above. Namely,
EVRAZ is the owner of a significant amount of land at its existing facility in Pueblo and

is well situated to utilize the Company’s Net Energy Metering Tariff to construct a
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customer-sited solar facility. This land availability and the utilization of the Net Energy
Metering Tariff enabled the Company to collaborate with EVRAZ to propose the
construction of a 240 MW solar facility on EVRAZ’s property interconnected behind the
EVRAZ meter. The utilization of the Net Energy Metering Tariff and the construction of
this solar facility is the foundation for EVRAZ’s ability to stabilize its electrical rates and
for the Company to offer EVRAZ this statutory contract. The development of a
customer-sited solar facility not only assists in defraying EVRAZ’s energy needs from
the system, but because of EVRAZ’s continued commitment to be an interruptible
customer, it provides significant system capacity value to the remaining customers of
Public Service. EVRAZ is a uniquely situated customer because (1) it is committing to
remaining a within ten-minute interruptible customer for its arc furnace load for the
duration of the statutory contract; (2) given EVRAZ will be a within ten-minute
interruptible customer, energy from the Solar Facility built on-site will flow to the system
during periods of interruption; and (3) the statutory contract is constructed such that
EVRAZ foregoes any opportunity to modify or reduce its demand billing determinants as
a result of coincident peak production from the solar facility. This provides the
opportunity for additional capacity that benefits the entire Public Service system and
maintains historical cost assignments between customer classes.
The Company is seeking a determination by the Commission that this statutory
contract and the associated approvals are in the public interest. Public Service submits
that the statutory contract and the requested approvals are in the public interest for a

multitude of direct and indirect reasons including but not limited to the following:
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1. EVRAZ is Public Service’s single largest customer consuming roughly 2%

of the total energy of the system annually. If EVRAZ were to close its
facility in Pueblo and construct a new facility elsewhere, certain costs of
the system currently borne by EVRAZ would be shifted to other
customers. The net cost shift to other customers would be approximately

B n 2022 and nearly | over the term of the statutory

contract.

. EVRAZ ranks fourth among Pueblo’s principal employers, employing

about 1,000 personnel and representing 1.9% of total city employment.
This amount can be higher during busier times adding up to an additional
300 jobs. Arguably, it is the number one primary economic base business
since the top three employers are the school system and two hospitals. In
the event EVRAZ were to depart the state, the direct impact on the Pueblo
community would include approximately 1,000 job losses. In addition, it
would negatively impact approximately $400 million of annual local
economic development through employee wages and benefits, taxes and
business expenses including utilities, procurement and other

expenditures.

. If EVRAZ stays and expands its facilities in Pueblo as it has committed to

do, the economic impact to the area is estimated to be an increase of over

_annually according to Pueblo’s economic development

organization, PEDCO. Additionally, EVRAZ would continue to be
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accountable for its fully allocated costs associated with generation and
transmission electrical infrastructure, which has a corresponding direct

benefit to the Company’s retail electric customers.

For the above reasons and additional ones detailed in Ms. Jackson’s Direct

Testimony, the Company is presenting this statutory contract and other supporting

requests to the Commission for approval, specifically:

1.

2.

3.

4.

Approval for Public Service to enter into a statutory contract with EVRAZ
consistent with the terms and conditions of the ESA MOU between EVRAZ
and Public Service included with this Application and provided as Highly
Confidential Attachment AKJ-1 to my Direct Testimony, consistent with 8§
40-3-104.3, C.R.S. and Rule 3106(b)(1)-(IV);

Approval of the Interruptible Capacity Credit, and approval for Public
Service to recover payments for the foregoing through an adjustment
clause or base rates;

Approval for Public Service, consistent with § 40-3-104.3, C.R.S. and
Rule 3106, to retain any net revenues accruing to Public Service from the
statutory contract so long as Public Service shareholders also bear the
risk that Electric Service Package revenues will not fully compensate
shareholders for Public Service’s costs (as set forth in § 40-3-104.3(2)(a),
C.R.S.);

Approval for Public Service to account for the statutory contract net

revenues during the Fixed Rate Period outside of rate base as described
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in Ms. Jackson’s testimony, and exclude any such revenues from any

earnings test in effect for the Public Service electric department in any
given year in which the statutory contract is in effect;

5. Approval for Public Service to enter into a PPA with the IPP in the form set

forth in Highly Confidential Attachment AKJ-2; and
6. Approval for Public Service to, upon any material breach by EVRAZ or any
termination of the statutory contract or other related agreement, designate

the Solar Facility as a Public Service system resource, and recover Solar

Energy at the PPA Rate through the ECA or another adjustment clause.
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GLOSSARY OF ACRONYMS AND DEFINED TERMS

Acronym/Defined Term Meaning

CCD City and County of Denver

Commission Colorado Public Utilities Commission

DSMCA Demand-Side Management Cost Adjustment

ECA Electric Commodity Adjustment

EPA Energy Purchase Agreement

ERP Electric Resource Plan

ESA Energy Services Agreement

ESA MOU Energy Services Agreement Memorandum of
Understanding

FERC Federal Energy Regulatory Commission

FRA Fitzsimons Redevelopment Authority

GS General Service

1ISOC Interruptible Service Option Credit

KWh Kilowatt-Hour

NEM Energy Metering Service

OEDIT Office of Economic Development and
International Trade

Oo&M Operations & Maintenance

PEDCO Pueblo’s Economic Development Organization

PPA Purchase Power Agreement

PTCs

Federal Production Tax Credits




