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I. BY THE COMMISSION

A. Statement
1. This Decision grants Black Hills/Colorado Electric Utility Company, LP (Black Hills or Company), a Certificate of Public Convenience and Necessity (CPCN) to purchase and own the Peak View Wind Project consistent with the terms of a Settlement Agreement joined by Black Hills, Staff of the Colorado Public Utilities Commission (Staff), the Colorado Office of Consumer Counsel (OCC), the Colorado Energy Office (CEO), Western Resource Advocates (WRA), Invenergy Wind Development Colorado LLC (Invenergy), the Board of Water Works of Pueblo, Colorado, the Fountain Valley Authority, and the Rocky Mountain Environmental Labor Coalition (collectively, the Settling Parties). 

B. Discussion

2. On November 26, 2014, Black Hills filed a 120-Day Report under Rule 3613(d) of the Commission’s Electric Resource Planning (ERP) Rules, 4 Code of Colorado Regulations 723-3-3600, et seq.  Black Hills presented for the Commission’s consideration three alternative portfolios of new utility generation resources bid into the Company’s recent all-source solicitation.

3. On February 27, 2015, the Commission issued its “Phase II Decision” directing the Company not to acquire any of the resources proposed in its 120-Day Report.
 
4. On April 24, 2015, in our decision addressing applications for rehearing, reargument, and reconsideration of the Phase II Decision, we removed the prohibition of Black Hills from pursuing any of the resources proposed in the 120-Day Report.
  

5. On June 23, 2015, Black Hills filed an Application for a Certificate of Public Convenience and Necessity to Purchase and Own a 60 Megawatt Wind Electric Generating Plant Pursuant to Decision No. C15-0373 (CPCN Application).
  Black Hills filed the CPCN Application with Supplemental Direct Testimony.  Black Hills explained that Invenergy or its affiliates would be responsible for all equipment procurement, construction management, and final commissioning of the wind turbines, as well as securing eligibility for the federal Production Tax Credit.  Upon commercial operation of the plant, targeted for November 15, 2016, ownership rights will transfer from Invenergy to Black Hills at the price of approximately $101.5 million. The proposed project would be located in Huerfano County and Las Animas County, Colorado.  

6. On July 30, 2015, we established a procedural schedule for consideration of the CPCN Application with an evidentiary hearing set for September 28 and 29, 2015.  The hearing dates accommodated the issuance of a final decision on the CPCN Application by November 6, 2015, as requested by the Company.

7. On August 7, 2015, Black Hills filed additional Supplemental Direct Testimony.  Black Hills provided an analysis demonstrating that, on a levelized cost of energy basis, the Peak View Wind Project is less expensive than all of the wind bids, regardless of size, received by Public Service Company of Colorado in its recent wind resource solicitation in Proceeding No. 11A-869E.

8. On August 24, 2015, the Company filed a Build Transfer Agreement (BTA) between Invenergy and the Company, and, in accordance with Decision No. C15-0767-I, the CPCN Application was deemed complete on that date.
9. Staff, the OCC, CEO, WRA, and Invenergy each filed Supplemental Answer Testimony on August 24, 2015.  Staff raised concerns regarding the Company’s due diligence process and its cost modeling.  Staff argued that the Peak View Wind Project, as proposed, would place the risk of performance and ongoing costs on the Company’s customers unless the Commission placed certain conditions on the approval of the CPCN Application. Nevertheless, Staff concluded that the project would not likely harm customers if approved by the Commission.  Staff also suggested that, if approved, the Peak View Wind Project would further Colorado’s policy to utilize renewable energy resources to the maximum extent possible, promote development of rural economics, attract new jobs, provide a hedge against volatile natural gas prices, and improve the natural environment of the state. The OCC, CEO, WRA, and Invenergy supported the Peak View Wind Project.  

10. On September 14, 2015, Black Hills filed Supplemental Rebuttal Testimony.  The Company stated that the Peak View Wind Project would be a worthwhile, cost-effective, and beneficial project.  Black Hills concluded that, in both the short- and long-term, the project will produce lower cost energy than the cost of conventionally-generated electricity as modeled by both the Company and Staff.
11. On September 24, 2015, the Settling Parties filed a Motion to Approve Settlement Agreement (Joint Motion) and the Settlement Agreement.

12. On September 25, 2015, we waived response time to the unopposed Joint Motion
 and vacated the hearing dates.

13. On September 28, 2015, the Interwest Energy Alliance filed a Motion for Permission to File a Statement in Support of the Settlement Agreement.  

C. Settlement Agreement
14. The Settling Parties agree that the Commission should grant the CPCN Application consistent with the terms of the Settlement Agreement and that the Settlement Agreement, included with this Decision as Attachment A, is a fair, just, and reasonable resolution of the issues.  

The Settling Parties state that they reviewed the record and agree that the Peak View Wind Project satisfies the standards set forth in Decision No. C15-0373 including natural gas price forecasts based on updated New York Mercantile Exchange (NYMEX) costs, that there 

15. be no advance of funds to the Renewable Energy Standard Adjustment (RESA) account, and that the overall cost and rate impact be reasonable.  They assert that granting the CPCN is in the public interest and request that the Commission allow the Company to acquire the Peak View Wind Project from Invenergy pursuant to the BTA filed on August 24, 2015.

16. The Settling Parties agree that the Peak View Wind Project was evaluated pursuant to a natural gas price forecast that starts at levels commensurate with prevailing NYMEX futures. They agree that the Peak View Wind Project causes no net incremental cost over the ten-year period of 2016 to 2025 and that it instead results in a net incremental benefit to customers pursuant to separate analyses conducted by Black Hills and Staff.  The Settling Parties agree that the Peak View Wind Project will not require the Company to advance funds to its RESA deferred account. 

The Settling Parties also agree that the Peak View Wind Project can be acquired at a reasonable cost and reasonable rate impact to Black Hills’s customers.  The Settlement Agreement states that, for the years 2016 through 2026, Black Hills will not recover the cost for the Peak View Wind Project through base rates.
  Instead, the Company will determine annually the costs it may recover through a combination of its Electric Cost Adjustment and its RESA account based on the project’s incremental or avoided costs.  The Settling Parties agree that these incremental and avoided costs of the Peak View Wind Project should be “locked down” for ten calendar years using the NYMEX-based natural gas forecast, thus satisfying one of the criteria stated in Decision No. C15-0373.  Black Hills also must measure the calculated annual cost of the Peak View Wind Project against a benchmark cost based on the bid Power Purchase 

17. Agreement associated with the facility as submitted in Phase II of the ERP and described in the 120-Day Report.  Black Hills will have a presumption of prudence for the recovery of costs lower than the benchmark.  The Company will bear the burden of showing why it should be allowed to recover any costs above the benchmark when it seeks recovery for those costs.

18. For cost recovery starting in 2027, the Settlement Agreement requires Black Hills to file an application to determine the amount of remaining costs it may recover and whether those costs should be recovered through base rates or through rate adjustment mechanisms.  The Settlement Agreement states that the future application also would address updated incremental and avoided costs.

19. The Settlement Agreement emphasizes Black Hills’s testimony, which states that including the costs of the Peak View Wind Project in the Company’s rates will generally not increase customers’ bills.  The Settlement Agreement also highlights Staff’s testimony that, while there is no certainty the project will provide customers savings in their bills, the Peak View Wind Project will not harm customers either, because they would see no significant change in rates, either positive or negative, regardless of whether the CPCN Application is approved. 

D. Conclusions and Findings

20. We find good cause to grant the request of the Settling Parties and admit into the evidentiary record all pre-filed testimony.  Based upon this evidence and our review of the terms of the Settlement Agreement, we find it is in the public interest to grant the Joint Motion, to approve the Settlement Agreement, and to grant the CPCN Application as modified by the Settlement Agreement.  
21. Black Hills and the Settling Parties have addressed our concerns regarding the cost and rate impacts of the proposed Peak View Wind Project as set forth in Decision 
No. C15-0373.  The confidential record shows that the Peak View proposal has a lower revenue requirement than the initial bid that was brought forward in the Renewable Energy Standard (RES) Plan.  Analysis by the parties also demonstrates that the per-megawatt hour cost for the updated Peak View bid is on par with the per-megawatt hour cost of other, similarly sized wind projects in Colorado and the refreshed bid in line with other projects.  We conclude that, under the terms of the Settlement Agreement, the acquisition of the project likely will cause no increase in rates or have any significant negative impact to Black Hills’s customers.  
22. We also agree with the Settling Parties that the acquisition of the Peak View Wind Project will substantially improve Black Hills’s compliance with the RES and will further the policy of increasing renewable energy in Colorado.

23. Black Hills demonstrated that the Peak View Wind Project can be acquired without the Company advancing funds to the RESA deferred account.  In determining the avoided costs of the project, the Settling Parties relied on a natural gas price forecast that starts at levels considerably closer to the prevailing NYMEX futures than was used previously in Phase II of the ERP.  Over time, this updated natural gas price forecast remains closer to price forecasts used in recent proceedings addressing other utility applications to acquire renewable energy assets.  

II. ORDER

A. The Commission Orders That:

1. The Motion to Approve Settlement Agreement filed jointly by Black Hills/Colorado Electric Utility Company, LP (Black Hills), Staff of the Colorado Public Utilities Commission, the Colorado Office of Consumer Counsel, the Colorado Energy Office, Western Resource Advocates, Invenergy Wind Development Colorado LLC, the Board of Water Works of Pueblo, Colorado, the Fountain Valley Authority, and the Rocky Mountain Environmental Labor Coalition (collectively, the Settling Parties) on September 24, 2015, is granted. 
2. The Settlement Agreement filed by the Settling Parties on September 24, 2015, is approved.
3. The Application for a Certificate of Public Convenience and Necessity to Purchase and Own a 60 Megawatt Wind Electric Generating Plant Pursuant to Decision No. C15-0373 filed by Black Hills on June 23, 2015 is granted, consistent with the terms of the Settlement Agreement and the discussion above.
4. The Motion for Permission to File a Statement in Support of the Settlement Agreement filed by the Interwest Energy Alliance on September 28, 2015, is granted.
5. The 20-day time period provided by § 40-6-114, C.R.S., to file an application for rehearing, reargument, or reconsideration shall begin on the first day after the effective date of this Decision.
6. This Decision is effective upon its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING 
October 21, 2015.
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� Decision No. C15-0199, issued February 27, 2015, ¶ 34.


� Decision No. C15-0373, issued April 24, 2015, ¶ 59.


� Proceeding No. 15A-0502E.


� Decision No. C15-0767-I, issued July 30, 2015.


� The Settling Parties stated that Holcim (US) Inc.; the Colorado Independent Energy Association; Noble Energy Inc. and EnCana Oil and Gas (USA) Inc.; and Creative Energy Systems took no position on the Settlement Agreement, and that all other parties to the proceeding (City of Pueblo, Colorado; American Iron and Metal, Inc.; Southwest Generation Operating Company, LLC; and the Southeast Colorado Solar Coalition) did not respond to a conferral request regarding the Settlement Agreement.  


� Decision No. C15-1054-I, issued September 25, 2015.


� Black Hills may recover transmission costs related to the Peak View Wind Project through base rates during this initial period. 
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