Decision No. C00-0038

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO. 99A-549E
IN THE MATTER OF THE APPLICATION OF PUBLIC SERVICE COMPANY OF COLORADO FOR AN ORDER APPROVING ITS 1999 INTEGRATED RESOURCE PLAN.
Decision on Motion for Determination
on Segmented Bidding, Including
Establishment of Related Dockets on
the Demand Forecast, and on the 
Segments for Demand Side Management
and Renewable Resources
Mailed Date:  January 10, 2000

Adopted Date:  January 5, 2000
I. BY THE COMMISSION:
A. Statement
1. This matter comes before the Colorado Public Utilities Commission (the "Commission") for consideration of the motion for determination on segmented bidding filed by Public Service Company of Colorado (“Public Service") on December 17, 1999.  The City and County of Denver, the Colorado Office of Consumer Counsel, the Colorado Renewable Energy Society, the Governor's Office of Energy Management and Conservation, and Staff of the Commission ("Staff") filed responses.

2. The Commission also considers the request for hearing set forth in Staff's notice of intervention filed on December 13, 1999.

3. Public Service seeks a Commission ruling on five issues related to the processing of its 1999 Integrated Resource Plan ("IRP") on an expedited schedule consistent with Decision Nos. C99-1305 and C00-37.  Public Service requests:  (1) a determination that the segmented bidding proposal set forth in the Draft 1999 IRP is in the public interest; (2) that it may proceed with a competitive solicitation for conventional resources in the amount of 1030 MW for the years 2002, 2003, and 2004; (3) examination of its demand forecast on an expedited basis in a separate docket or a sub-docket; (4) the establishment of a separate track for the purpose of evaluating if the Demand Side Management ("DSM") and renewables segments proposed in the Draft 1999 IRP need to be adjusted to meet the public interest standard; and (5) that the Commission accept the filed final contracts entered into with successful bidders for informational purposes only and not for purposes of conducting a detailed review of the contracts.

B. Discussion

1. A Segmented Bidding Approach for the Period 
 
Covered by Public Service's 1999 IRP is in the 
 
Public Interest.

a. Pursuant to Rule 4 Code of Colorado Regulations (“CCR”) 723-21-3.4.4, Public Service has stated its preference to satisfy its need for additional electric power during the period covered by its 1999 IRP through a segmented bidding approach.  The election of a segmented bidding approach is within the discretion of Public Service's management and is not opposed by any party to this Docket.

b. The Commission further finds that the segmentation proposed in Public Service's Draft 1999 IRP is in the public interest.  Public Service should proceed to solicit bids reflective of the three identified segments of supply-side resources, an expenditure of additional DSM measures, and additional wind resources.  The Commission makes this finding at this time so as to maximize the time available for winning supply-side bidders to construct new facilities in a timeframe that accommodates Public Service's projected need for additional resources during the period covered by the 1999 IRP.

c. The Commission's finding that the segmented bidding plan proposed in Public Service's Draft 1999 IRP is in the public interest and does not equate to a finding that the Commission has approved all aspects of the various segments.  Specifically, the Commission has not reached the issue of whether the specific resources to be acquired and the cost of acquiring them are prudent.  Similarly, the Commission has not yet addressed the issue of whether Public Service may recover any of the costs resulting from the wind resource segment through a rate rider.

d. Finally, the Commission has not determined that the amount of resources sought to be acquired by each individual segment represents the appropriate balancing of the eight criteria set forth in the Basis and Purpose section of the Commission's Electric Integrated Resource Planning Rules, 4 CCR 723-21 ("IRP Rules").  The Commission impresses upon Public Service not to view the $10 million expenditure on DSM measures as simply an element necessary to meet the public interest standard.  Instead, the Commission believes that Public Service should fully consider the amount of achievable cost-effective demand-side savings in determining both the appropriate amount of DSM expenditure and its overall resource plan.  Thus, the Commission does not approve a draft IRP for DSM in the amount of $10 million at this time.

2. Public Service Shall Proceed with a Competitive 
 
Solicitation to Acquire up to 1200 MW of 
 
Resources for the Period of 2000-2005.

a. Public Service's proposed solicitation for conventional resources in the amount of 1030 MW for the years 2002, 2003, and 2004 is not acceptable in its presented format.

b. The Commission finds that approval of a competitive solicitation plan is appropriate, but not for the reasons set forth in Public Service's motion.  While reassuring potential bidders of Public Service's commitment to the acquisition of non-utility generation is important to the development of a robust response to the request for proposals, it appears that Public Service really wishes a more general approval of the supply-side segment of its Draft 1999 IRP.  For the reasons stated below, the Commission will not grant this implicit request.

c. The Commission finds that an insufficient basis exists for Public Service to shorten the period associated with this IRP.  Public Service's 1999 IRP should cover the period through 2005.  Public Service's reliance on the presumption that resources will be available through use of the yet to be constructed tieline with Southwestern Public Service Company does not justify the exclusion of the year 2005 from the period associated with the 1999 IRP.  Absent persuasive justification to the contrary, Public Service should bid the aforementioned transmission tieline in response to a request for proposals.  The Commission does not presume, at this time, that the tieline will comprise a portion of the resource portfolio selected to meet Public Service's demand for electricity during the period covered by this or the 2002 IRP.

d. Having determined that the year 2005 should not be excluded from the period covered by the 1999 IRP, the Commission grants Public Service permission to acquire up to 1200 MW of resources for the period of 2000-2005.  This grant is subject to modification upon review of Public Service's demand forecast and upon a determination, if it occurs, that additional DSM expenditure is in the public interest.  DSM should not necessarily be treated as an add-on to a resource plan as implicitly suggested by Public Service.

e. The Commission also points out that it may be contrary to the intent of the IRP Rules to limit the supply-side segment to bids proposing acquisition of a "conventional" resource.  While the term "conventional" is not defined in Public Service's Draft 1999 IRP, the Commission reminds Public Service that its supply-side segment should not preclude bids proposing acquisition of cost-effective resources employing alternative technologies, including cost-effective and reliable renewable resources.

f. The above comments justify the Commission's need to retain some flexibility as to the magnitude of each of the three segments identified in Public Service's Draft 1999 IRP.  The Commission, therefore, does not approve the supply-side segment of Public Service's 1999 IRP at this time.  The Commission will answer that question following submission of Public Service's Final 1999 IRP.

3. Expedited Review of Public Service's Demand
 
Forecast is Appropriate.

a. The Commission, contemporaneously with this Decision, will issue a separate order opening a new docket to examine Public Service's demand forecast on an expedited basis.  Expedited review is necessary to enable Public Service to base its resource evaluation and bid-selection for the 1999 IRP upon examined and approved load levels.  Thus, the review of Public Service's demand forecast should be completed by May 1, 2000 to most positively impact the level of comfort associated with Public Service's selection of a resource portfolio of a sufficient size to meet the period covered by the 1999 IRP.

b. Review of the demand forecast should not include a review of the infrastructure that would be used to deliver the approximately 1,000 MW of additional power to be sought in the supply-side request for proposals.

4. Expedited Evaluation of the DSM and Renewables 
 
Segments of Public Service's Draft IRP is 
 
Necessary to Determine Whether the 1999 IRP 
 
Appropriately Balances and Utilizes the 
 
Identified Segments to Maximize the Public 
 
Interest.

a. The Commission, contemporaneously with this Decision, will issue a separate order opening a second new docket.  In this instance, the new docket shall examine the DSM and renewables segments of Public Service Draft 1999 IRP to determine whether the public interest requires adjustments thereto.  The Commission shall attempt to complete its review of the size and load impact of the DSM and renewables segments by May 1, 2000 so as to permit a timely adjustment, if necessary, to the supply-side segment of the Draft 1999 IRP.  Expedited review is necessary for the Commission's determination with respect to the appropriate size and load impact of the DSM and renewables segments to have any bearing on Public Service's selection of supply-side projects submitted in response to the request for proposals related to that segment of the Draft 1999 IRP.

b. This new docket should examine Public Service's corporate policy toward DSM measures.  Importantly, the Commission questions Public Service's position that savings attributable to DSM measures should not be used to offset the potential supply-side resource additions to be selected during the summer of 2000.  Similarly, Public Service must justify the recovery of costs associated with the anticipated acquisition of an additional 25 MW of wind power through rates when the cost competitiveness of that wind power is a non-issue as a result of establishing a standalone renewables segment.

c. The Commission also expects Public Service to justify its chosen expenditure of $10 million for DSM measures and to explain why alternative expenditure amounts proposed by intervenors, if any, do not achieve the optimization of the eight goals set forth in the Basis and Purpose of the IRP Rules.

d. With respect to renewables, the Commission desires a better understanding of the role of non-wind renewable resources in the context of the Draft 1999 IRP.

5. The Commission Retains Its Power to Approve Each 
 
of the Contracts Public Service Enters Into with 
 
Successful Bidders.

a. To avoid delay in the development (financing, designing constructing, and implementing) of supply-side resources, Public Service contends that the Commission should agree at this time to accept the contracts executed between Public Service and successful bidders for informational purposes only.  Public Service suggests that the public interest is not harmed by this proposal because the competitive bid process will have already resulted in the selection of the lowest cost, reliable power suppliers.  While avoidance of delay in getting facilities built and on-line is a commendable goal, the Commission is unwilling at this time to give up this aspect of its right set forth in Rule 4 CCR 723-21-10 to review the Final IRP.

b. The Commission has a duty to determine whether the Final IRP is "consistent with, and appropriately balances, the interests identified in the Basis and Purpose section of [the IRP] Rules and is otherwise in the public interest."  See Rule 4 CCR 723-21-10.2.  To approve an IRP, the Commission must believe that the resource portfolio presented in the Final IRP achieves the optimal result.  This determination may require review of the contracts executed with successful bidders to evaluate the net present value of revenue requirements for each resource as well as the intended operating characteristics.  Similarly, the IRP Rules allow for complaints to be filed that question whether the final contract with a successful bidder is consistent with the IRP and the request for proposals.

c. Thus, while detailed Commission review of contracts may not be necessary to review Public Service's 1999 IRP, the Commission cannot affirmatively state at this time that contracts executed between Public Service and successful bidders in the 1999 IRP need only be submitted for informational purposes.  At this time, the Commission anticipates little need to review the contracts between Public Service and successful bidders so long as Public Service strictly adheres to the parameters set forth in its Draft 1999 IRP.

II. ORDER

C. The Commission Orders That:

1. The request for hearing by the Staff of the Commission is implicitly granted through the opening of the related dockets more fully described below.

2. The motion for determination on segmented bidding filed by Public Service Company of Colorado is granted, in part, and denied, in part.

3. A segmented bidding approach for the period covered by the Draft 1999 Integrated Resource Plan filed by Public Service Company of Colorado is in the public interest.

4. Public Service Company of Colorado shall proceed with a competitive solicitation to acquire up to 1200 MW of resources for the period of 2000-2005 that does not prohibit bids proposing to employ alternative technologies in the generation of electric power.  This competitive solicitation may be modified upon review of the demand forecast presented by Public Service Company of Colorado in its Draft 1999 Integrated Resource Plan and upon a determination, if it occurs, that additional Demand Side Management expenditure is in the public interest.

5. The Commission, contemporaneously with this Decision, is issuing an order opening a docket to review the demand forecast set forth in the Draft 1999 Integrated Resource Plan filed by Public Service Company of Colorado.

6. The Commission, contemporaneously with this Decision, is issuing an order opening a docket to review the scope and load impact of the Demand Side Management and renewables segments of the Draft 1999 Integrated Resource Plan filed by Public Service Company of Colorado.

7. The Commission may exercise its power to conduct a detailed review of any contract executed by Public Service Company of Colorado to fulfill the resource need sought in the 1999 Integrated Resource Plan.  At this time, there is nothing to indicate that the Commission will exercise this power.

8. This Decision is effective on its Mailed Date.

D. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
 
January 5, 2000.
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Director



COMMISSIONER VINCENT MAJKOWSKI SPECIALLY CONCURRING IN PART and dissenting in part:

E. I agree with the Commission's decision on the motion for determination on segmented bidding filed by Public Service Company of Colorado ("Public Service"); however, I believe additional comments in two areas are necessary.

F. While I agree that our rules allow Public Service the option of either choosing segmented bidding or all source bidding, I continue to support all source bidding.  As I have previously stated in other Integrated Resource Plan (“IRP”) dockets, I don’t support quotas.  Since Public Service has used its management prerogative to go with a segmented bidding process, I do not dissent.  I still believe that portfolio diversity of energy resource acquisition should be focused on the cheapest approach.  Societal obligations expressed by various intervenors should be evaluated based on the costs.  If “green power” projects are put forth, then they should identify the number of willing to pay participants and allow them to fund those projects on a pro rata share – not impacting all ratepayers.  Such resources should pay their own way without any rider of any type.

G. Next, I do not want to review the final contracts entered into between Public Service and successful bidders.  The Commission should not review the final contracts solely to satisfy its curiosity.  We should do this on an exception basis.  The Electric Integrated Resource Planning Rules, 4 Code of Colorado Regulations 723-21, allow for complaints to be filed that question whether the final contract with a successful bidder is consistent with the IRP and the request for proposals.
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