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I. By the Commission

A. Introductory Statement and Background

1. This matter comes before the Commission for consideration of a Petition to Open Rulemaking Proceeding filed by Public Service Company of Colorado (Public Service or Company) on August 31, 2005.  This petition was filed as required by the Comprehensive Settlement Agreement dated December 3, 2004 (Settlement) approved by the Commission in Public Service’s last Least Cost Resource Planning (LCP) proceeding.
  In its Petition Public Service requests that the Commission open a docket to revise portions of its LCP rules codified as 4 Code of Colorado Regulations 723-3600 through 3615.  

2. Paragraph 40 of the Settlement identifies issues to be addressed in a rulemaking.  Consistent with the Settlement, Public Service requests that the Commission open a docket to consider modifying at least the eight issues enumerated in paragraph 40.  Paragraph 40 of the Settlement is as follows:

New LCP Rules
40.   Concerns were expressed by many Parties to this docket about various provisions in the Commission’s Least-Cost Planning Rules. The Parties agree that Public Service shall file a petition no later than September 1, 2005 requesting the Commission to open a rulemaking docket to reexamine the LCP rules. Among other things, the petition shall request that the rulemaking proceeding should examine the following topics: 1) the competitive solicitation processes that should be used to acquire various types of resources; 2) how a utility rate-based generation facility can be fairly evaluated and compared against purchased power options; 3) the effects of purchased power contracts on utility balance sheets and income statements and how those effects can reasonably be addressed; 4) how cost impacts and cost recovery can be integrated into the resource planning and acquisition cycle; 5) whether the net present value of revenue requirements instead of net present value of rate impacts should be the test employed to select the least cost resource portfolio; 6) how future environmental regulatory risks should be taken into account; 7) the adequacy of the current public participation process, and 8) the appropriate cost-effectiveness test for DSM. Public Service shall not ask the Commission to reopen Rules 3602 and 3605 dealing with the applicability of the Commission’s LCP Rules to cooperative electric associations and cooperative generation and transmission associations.  [footnote omitted]

3. While paragraph 40 of the Settlement lists issues that could be addressed in a rulemaking proceeding, the Settlement only requires Public Service to file a petition for rulemaking.  Similarly, in approving the Settlement, the Commission did not commit to implement a rulemaking but only approved the requirement for Public Service to file a petition to open a rulemaking.  The petition for rulemaking properly places the issue before the Commission, so that we can determine whether potential changes to the LCP rules are sufficiently meritorious from a policy perspective to warrant the time and expense associated with such a process.

4. After Public Service filed the petition to open a rulemaking, the Commission directed its Staff to initiate workshops, the purpose of which was to gather information so that the Commission could better understand the issues and stakeholder positions and decide whether to open a rulemaking, and if so, to establish its scope.
  

5. Commission Staff (Staff) held the first of two workshops on October 28, 2005.  At this workshop it was decided that stakeholders would first file initial comments.  A second workshop would then be held to discuss these initial comments, and after that, stakeholders would file reply comments.  

6. Initial written comments were filed by Public Service; LS Power Associates, L.P. (LS Power); Western Resource Advocates (WRA); Colorado Renewable Energy Society (CRES); Colorado Office of Consumer Counsel (OCC); Southwest Energy Efficiency Project (SWEEP); and Colorado Working Landscapes (Working Landscapes).  Staff held the second workshop on January 27, 2006.  Reply comments were then filed by Public Service, LS Power, WRA, CRES, OCC, Working Landscapes, Interwest Energy Alliance (Interwest), Colorado Independent Energy Association (CIEA), and jointly by CF&I Steel L.P. and Climax Molybdenum Company (CF&I and Climax).

7. We reviewed the filed comments, and on April 5, 2006, we deliberated on the issues raised in the comments, which included arguments both for and against initiating an LCP rulemaking.  Now being duly advised in the matter, we deny the petition to open a rulemaking proceeding.

II. Discussion

8. In the following sections we discuss each major issue raised by stakeholders.  We first address whether each issue individually warrants the Commission initiating a rulemaking proceeding, and then we address the overall merits of opening an LCP rulemaking.
A. Filing Cycle

9. Two stakeholders, CRES and WRA, recommend shortening the four-year filing cycle established in Rule 3603.  CRES is in favor of a three-year cycle for LCP filings, while WRA is less explicit and generally favors more frequent filings for renewable energy resource solicitations.  

10. Public Service responded to the comments of CRES and WRA and stated that it opposes any shortening of the current four-year filing cycle.  Public Service’s position is that Rule 3610(c) provides for an alternate method of resource acquisition including multiple acquisitions at various times over the resource acquisition period.  In addition, Rule 3603 allows an interim filing should changed circumstances justify such a filing.  

11. Although CRES provides no justification for its proposed three-year filing cycle and WRA merely states more frequent solicitations for renewable energy are needed, we recognize that, in some instances, renewable energy resources may require special consideration.  However, we find that the current LCP rules contain sufficient flexibility for multiple solicitations or an interim filing, if warranted, to account for changing circumstances.  

B. Expedited Approval of Contract Changes

12. Public Service requests that we establish a procedure whereby a utility could request Commission approval of material changes to its standard contract, on an expedited basis, prior to the Company formally adopting the changes.  Public Service is aware of its ability to seek a declaratory ruling from the Commission for a material change in its standard contract, but requests a shortened timeframe to minimize any delay in its acquisition of resources.  

13. CF&I and Climax responded to Public Service’s request, contending that expedited approval of material contract changes would tend to strip away Public Service’s accountability.  CF&I and Climax view Public Service’s request as an attempt to mitigate, if not altogether avoid, its risk regarding cost recovery without a full consideration of the prudence of the contract.  

14. CIEA framed Public Service’s request as one that would graft onto the LCP rules a set of regulatory protections for utilities against the business, financial, and regulatory risks of resource acquisition.  CIEA views the protections sought by Public Service as foreign to any concept of resource planning and acquisition.  

15. Commission approval of specific resources was addressed in the last LCP rulemaking, Docket No. 02R-137E.  As in that case, we disagree with Public Service’s proposal here.  The Commission implemented the current LCP rules to facilitate a more streamlined and flexible process for system planning and resource acquisition.  The rules set forth parameters for a utility to file a least cost resource plan stating its resource needs and how it plans to solicit and acquire resources to meet those needs.  Based on the evidence of record in an LCP proceeding, the Commission issues a written decision approving, disapproving, or modifying the utility’s proposed plan.  Subsequent to a Commission decision that approves the components of a utility’s plan, the LCP rules establish a presumption that the utility’s actions are prudent if they are consistent with the approved plan. 

16. Public Service’s request for expedited approval of material contract changes would expand the scope of the current LCP rules from that of projecting the utility’s system needs and presenting a resource plan, to one that includes utility management, prudence review, and certainty of cost recovery.  Rule 3613(d) states that because the Commission does not approve a utility’s selection of specific resources, Commission approval of a least cost plan creates no presumption regarding the prudence of specific resource acquisition.  The current LCP rules were enacted in order to codify a streamlined process for system planning and resource acquisition.  In order to achieve a streamlined process, the Commission considers the prudence of the utility’s administration of its least cost resource plan when the utility requests cost recovery.  In turn, the utility is granted a presumption of prudence if it follows its plan.  Public Service’s proposal would fundamentally change this established procedure, and place the Commission in the position of actively affirming the utility’s management decisions.  This directly conflicts with the current rules where the decision for any deviation from the approved plan resides with the utility and is subject to Commission review only when cost recovery is at issue.  
17. An expedited proceeding for a declaratory ruling from the Commission, in addition to the 210-day LCP approval process, would also lengthen the overall timeline and potentially delay acquisition of necessary resources.  Further, we are concerned that the prudence review process could be harmed by evaluating contracts on an expedited basis, as parties might not be able to fully investigate the issues under a compressed timeline.  We therefore decline to initiate a change in the LCP rules to provide a process by which the Commission would approve modifications to a utility’s standard contract.

C. Targeted Solicitations

18. Public Service requests that the current LCP rules be revised to allow utilities to deviate from the Commission’s all-source requirements by soliciting bids for particular resource needs.  Specifically, Public Service seeks the discretion to obtain resources by a targeted solicitation, an all source solicitation, or a solicitation for specific components of a utility-owned facility.  Public Service cites the passage of Amendment 37 as a basis for modifying the current rules to eliminate their neutrality requirement with respect to fuel and resource technology.  Public Service also argues that the substantial time required for evaluating responses to an all-source solicitation makes the current process unwieldy given the need to meet the requirements of Amendment 37.  Finally, Public Service claims that a natural segmentation occurs over a long resource acquisition period, which precludes an all-source solicitation from being effective.  

19. While CIEA does not oppose targeted solicitations, it emphasizes that utility self-build projects should be required to compete with third-party alternatives on a head-to-head basis.

20. LS Power opposes targeted solicitations with a possible exception of Amendment 37 acquisitions.  Along with CIEA, LS Power seeks a level playing field where all projects, including utility self-build projects, are evaluated fairly without any predetermined outcomes. As discussed in the Amendment 37 section below, LS Power and CIEA do not accept Public Service’s claim that Amendment 37 justifies a wholesale re‑codification of the LCP rules to favor segmented bidding over competitive all-source solicitations.
21. WRA supports the concept of moving toward targeted solicitations, provided that informal stakeholder involvement is included.  WRA believes that targeted solicitations are appropriate for renewable resources because of the timing limits imposed by federal tax credits.

22. We note that the current rules are designed with the intent that utilities acquire resources through a competitive solicitation process.  Rule 3601 specifies neutrality with respect to fuel type or resource technology and endorses competitive acquisition as Commission policy.  However, the rules also provide a measure of flexibility by allowing an alternate method of resource acquisition. Under certain circumstances, for instance, Rule 3610(b) allows a utility to propose specific resources without bidding, if it can be shown to be in the public interest.  
23. Further, the need for a targeted solicitation would be based on forecast information before any actual bids are received.  Although the utility may be able to forecast the general range of bid prices it expects from different types of resources, these forecasts are not a substitute for actual bids. We are therefore reluctant to allow the utility to determine the specific type of resources that it will acquire through targeted solicitations without allowing the competitive market to provide actual proposals to best fit the utility’s needs.  

24. We recognize that the requirement for an all-source solicitation can complicate the resource evaluation process.  However, we continue to expect that utilities will normally use competitive acquisition procedures in order to achieve the best overall resource mix.  With respect to the acquisition of renewable resources in general, and more specifically to the provisions of Amendment 37, we find the current LCP rules have substantial flexibility.  For example, in Docket No. 04A-325E, Public Service requested, and the Commission granted, an expedited Request for Proposal process to solicit renewable resources to accommodate the timing of federal production tax credits.

25. Although this solicitation targeted renewable resources outside of an all-source solicitation, it was not a “set-aside,” where a specific amount of resources were to be acquired at any cost.  Rather, the renewable solicitation included a requirement that any resources selected would not increase rates to consumers.  Because of this rate impact limitation, it was very unlikely that the winning bids in the renewable solicitation would prove to be uneconomic compared to a subsequent all-source solicitation.  This creative approach resulted in a separate, expedited, renewable solicitation without creating a “set-aside” for specific resources.  

26. Given the flexibility provided by the current rules, the Commission will continue to favor all-source solicitation, granting occasional departures when circumstances warrant and when the best interests of ratepayers are served.  

D. Presumption in Favor of Competitive Resource Acquisition – 250 MW Limit
27. Public Service proposes to remove the 250 MW limitation on non-bid resources.  Rule 3610(b) currently allows an alternate method of resource acquisition from bidding, limited to the lesser of 250 MW or 10 percent of the highest base case forecast peak requirement for the acquisition period.  Public Service’s position is that the rule’s limitations preclude it from building another utility rate-based facility until after 2013, which is the end of the 2003 LCP resource acquisition period.  The 250 MW restriction should be removed and the issue of a utility rate-based plant should be addressed on a plan-by-plan basis.

28. CIEA opposes removing the size limitation for alternate methods of resource acquisition.  CIEA argues that competitive bidding has protected ratepayers from both cost overruns and the performance failures of utility self-build projects.  

29. LS Power also favors maintaining the size limitation pertaining to alternate methods of resource acquisition.  LS Power argues that any change to the LCP rules that dilutes or eliminates the current requirements for competitive solicitations would deny ratepayers the opportunity for evaluation and consideration of the widest possible array of marketplace options.  LS Power also cites the benefits of competitive bidding, which include the assumption of various risks by bidders rather than ratepayers, such as construction cost risk, operational risk, reliability risk, and potentially fuel price risk.

30. Comments from CRES include a suggestion that, if a utility intends to enter into the business of providing resources, including rate-based resources, an independent auditor should be named to administer the evaluation and acquisition of such resources.  This change would expand Rule 3610(e), which currently requires an independent auditor for utility bid resources rather than for utility rate-based resources.
31. WRA is reluctant to endorse Public Service’s request to eliminate the requirement for a waiver from competitive bidding for self-build resources greater than 250 MW.  Rather, WRA believes that competitive bidding between utilities and third-party developers will provide the best overall project value for Colorado consumers.
32. We find that it is important to maintain Colorado’s robust competitive market for the acquisition of resources.  As discussed above, Rule 3601 sets out the Commission’s policy that competitive bidding will normally be used for the acquisition of new resources.  However, Rule 3610(b) provides a measure of flexibility by allowing a utility to propose specific resources without bidding, if they can be shown to be in the public interest.  A utility can also request a waiver from certain rule requirements as circumstances warrant.  

33. Although we granted a waiver from the 250 MW limitation in Public Service’s last LCP filing for the Comanche 3 power plant, we continue to find value in maintaining this limit, because it requires the utility to provide a thorough justification for a waiver.  We further note that the 250 MW threshold for alternate methods of resource acquisition that we adopted in Docket No. 02R-137E was based on criteria proposed by parties in that rulemaking docket, including Public Service and CIEA.  Recognizing the flexibility currently afforded utilities by the LCP rules, and given that the 250 MW size limitation was established to be consistent with the criteria proposed by parties in Docket No. 02R-137E, the Commission is disinclined to open a rulemaking docket to address this matter.  
34. Furthermore, the Commission finds that the comments provided by CRES regarding an independent auditor are adequately addressed in the current Rule 3610(e).  Since we are not contemplating an expansion of the 250 MW limit, the proposal by CRES calling for an independent auditor for utility rate-based projects does not appear to be necessary.  
E. Amendment 37

35. Several stakeholders urge the Commission to open a rulemaking to modify its LCP rules in response to the passage of Amendment 37, which establishes a renewable energy standard in Colorado.  Amendment 37 was approved by voters on November 2, 2004, and became effective on December 1, 2004.  The Commission’s existing LCP rules were developed approximately two years earlier in Docket No. 02R-137E.  

36. Public Service argues that Amendment 37 negates the neutrality of the Commission’s LCP process with respect to the fuel type and the technology of electric resources.  Public Service further suggests that the LCP rules must be modified to allow it and other Qualifying Retail Utilities (QRUs) subject to the Commission’s Renewable Energy Standard to conduct targeted solicitations for acquiring renewable resources.

37. WRA, CRES, and Interwest argue that Amendment 37 provides general statutory support for renewables and that the Commission should modify its LCP rules to encourage the development and acquisition of renewable resources in excess of the amounts required by the Renewable Energy Standard.  CRES asserts that fundamental revisions are required to the Commission’s LCP rules to bring them in compliance with Amendment 37.  This includes an expansion of the resource evaluation criteria based on a least-cost analysis to include various other criteria, as discussed below.  

38. LS Power argues that the Commission’s existing LCP rules are consistent and fully compliant with Colorado law.  LS Power further states that the Commission has already addressed changes to its rules required by Amendment 37 in Docket No. 05R-112E.

39. Both LS Power and CIEA acknowledge that Amendment 37 could require some minor modifications to LCP rules at some future date in recognition of a QRU’s potential need to acquire renewable resources in order to comply with the Renewable Energy Standard.  Neither accept Public Service’s claim that Amendment 37 justifies a wholesale re‑codification of the Commission’s LCP rules to favor segmented bidding over competitive all-source solicitations.

40. We devoted considerable time and attention in Docket No. 05R-211E to meet the renewable resource requirements of Amendment 37.  However, our Renewable Energy Standard is still fresh and has yet to be fully implemented through an entire cycle of required resource acquisition and reporting.  We are cognizant that our Amendment 37 rules may require modification as issues arise and the provisions are tested over time.  However, we find it premature to open a rulemaking now to integrate the LCP rules with the Renewable Energy Standard.  Moreover, we find the competitive bid process in the existing LCP rules to be fully lawful and sufficiently flexible as a first step in acquiring renewable resources. 

41. We also find that utilities have been acquiring significant amounts of renewable resources, largely wind generation, even prior to the passage of Amendment 37 and the promulgation of our Renewable Energy Standard.  We take administrative notice of information provided to the Commission in Docket Nos. 04A-214E, 04A-215E, 04-216E, 05A-543E, and 05R-112E on the amounts of renewable resources that have already been acquired or that will soon be acquired by the QRUs.  Accordingly, it appears likely that Public Service will exceed the non-solar renewable requirements of Amendment 37 without the need for a separate renewable solicitation.  Based on this information, we conclude that there is no urgency at this time to address the further integration of our LCP rules with the Renewable Energy Standard.    

42. We also find that the competitive pressures of an all-source solicitation make it preferable to a separate renewable-only solicitation.  Where possible, utilities should solicit resources through all-source bidding consistent with the current rules, before considering a separate solicitation to meet the Amendment 37 requirements.  Solar resource solicitations are addressed directly in the Amendment 37 rules. 

F. Reserve Margins and Contingency Plans

43. CRES urges the Commission to open a rulemaking to consider additional risks to those specified in Rule 3608(b), which outlines conditions for the utility to consider when developing and justifying reserve margins.  The additional risks could include droughts, fossil fuel prices, the imposition of carbon limitations or taxes, plant retirements, and other factors.

44. Public Service proposes to delete the reserve margin requirements in Rule 3608(b) as well as portions of the contingency plan requirements in Rule 3608(c).  Public Service argues that these sections of our LCP rules are overly prescriptive, confusing, and misleading.  In response to the CRES proposal, Public Service opposes the addition of other risk factors in the development and justification of reserve margins and contingency plans, preferring a focus on the appropriate level of electric supply that is needed to maintain system reliability. We find that the proposed changes to LCP rules concerning reserve margins and contingency plans do not rise to a level that warrants the opening of a rulemaking.

45. The existing rules appropriately focus on electric supply and system reliability, and are neither overly prescriptive nor confusing.  We also find that the existing LCP process is sufficiently flexible to address specific concerns regarding reserve margins and contingency plans as a part of the utility’s LCP filing.

G. Transmission Infrastructure Investment

46. Two stakeholder groups recommend that the Commission modify its LCP rules to encourage transmission investment that connects areas with renewable resources.  WRA states that Rule 3607, which specifies transmission reporting requirements, should require utilities to submit plans for identifying and increasing transmission access to areas with high-quality renewable electric resources.  CRES argues that the entire LCP process should be expanded more generally to include the development and acquisition of transmission infrastructure with a particular focus on renewable resources.
47. Public Service objects to proposals to expand LCP rules to require utilities to submit plans for constructing transmission to areas with renewable resources in advance of the proposed development of such resources.  Public Service also asserts that the processes involving transmission planning are governed by the Federal Energy Regulatory Commission and cannot be changed by the Commission’s LCP rules.

48. Although we recognize the challenges in putting new transmission infrastructure in place soon enough to accommodate the short development time of renewable resources and to take advantage of certain favorable changes in the industry such as tax laws, we do not find it appropriate to expand the LCP process to facilitate transmission investments without connection to specific projects.

49. We note that the renewables marketplace is highly variable, driven by circumstances largely outside of our control and the utility’s control. As a consequence, transmission projects intended to facilitate undefined renewable resource development could become uneconomic.  We therefore decline to change the LCP rules to require utilities to propose such transmission projects.

H. Imputed Debt Impacts of Purchased Power Agreements 

50. Public Service asserts that the LCP rules must address the financial ramifications on the utility caused by various resource options.  Specifically, Public Service recommends that the LCP rules be modified to recognize the imputed debt impact on the utility’s creditworthiness resulting from purchase power agreements.

51. Public Service argues that the goal of the LCP process should be to maintain a fair and balanced playing field among all generation options to foster head-to-head competition.  Public Service complains, however, that current LCP rules give no consideration to cost differences associated with potential imputed debt impacts.  Public Service states that it intends to address the imputed debt issue in its 2006 Phase I electric rate case and will include imputed debt considerations in its 2007 LCP filing based on the resolution achieved in its rate case.  Public Service explains that the LCP rules should be changed now to acknowledge that this issue should be addressed in a utility’s LCP.

52. LS Power, CF&I and Climax, and CIEA disagree with Public Service’s recommendation to address imputed debt in the LCP rules.  They argue that all new utility power resources come with costs that are not fully expressed in their “sticker prices.”  They also point out that financial downgrades can result from circumstances surrounding utility self-build projects and suggest that all such financial pressures associated with senior unsecured credit ratings are appropriately addressed in a rate case rather than in a resource acquisition context.  Further, they state that the issues surrounding the utility’s financial position can be adequately handled, as necessary, in its particular resource plan filings, and, more generally, in its rate filings.

53. OCC states that the Commission should require a utility to consider all real cost impacts associated with its resource portfolio and prevent any double-counting of costs.  For instance, ratepayers could face higher costs by movements toward higher equity ratios that are intended to offset imputed debt impacts.  According to OCC, such additional costs must be considered when minimizing the net present value impacts associated with the utility resource portfolio.

54. We agree that the LCP process should provide a fair and balanced competitive environment.  However, we disagree with Public Service’s proposal to address imputed debt in our LCP rules.  Imputed debt represents only one of many cost considerations that should be considered when evaluating a utility’s proposed portfolio containing both self-build and contract resources.  For example, ratepayer risk associated with cost overruns may be relevant when comparing utility self-build projects to competitively bid third-party resources.

55. We also agree that issues involving financial pressures such as imputed debt impacts should be generally addressed in a utility’s rate case.  Public Service states that it intends to address its imputed debt issues in its 2006 electric rate case, and we believe that to be a more appropriate forum than a simultaneous rulemaking proceeding.  

I. Community-Owned Resources 

56. Working Landscapes recommends that the Commission implement LCP rule changes to recognize recent legislative changes such as Senate Bill (SB) 04-168, which states: “It is the policy of this state to encourage local ownership of renewable energy generation facilities to improve the financial stability of rural communities.”  Working Landscapes proposes to modify Rule 3610 to grant a preference to any bid that includes “community wind,” including stand-alone bids and bids for partnerships between locally-owned and conventional renewable power producers.  Working Landscapes also proposes to modify Rule 3611 to exempt 100 MW of community wind from the LCP competitive acquisition requirements.  For this non-bid portion, Working Landscapes states the community wind rate could be determined as a multiple of Public Service’s purchased power tariff rate for qualifying facilities.  WRA and CRES agree with the proposals made by Working Landscapes. 

57. Public Service agrees that the Commission should address the community-owned resource statute in its LCP rules, arguing that the rules should allow the utility to acquire a reasonable amount of reasonably priced, locally-owned renewable resources outside of the competitive acquisition process.  While Public Service states that it could support rules that require paying a higher amount for community-owned resources, it does not propose a specific methodology for determining the price for the community wind resources and amount of resources exempted from the bid process.

58. CIEA disagrees that SB 04-168 creates a mandate or was intended to obligate the Commission’s LCP rules to favor community wind projects.  However, CIEA would support an exemption from bidding for SB 04-168 resources that are cost effective in comparison to other supply-side alternatives available to the utility.

59. Because SB 04-168 was enacted after the completion of Docket No. 02R-137E, this issue was not addressed in the last LCP rulemaking.  Nevertheless, we agree with CIEA that SB 04-168 does not mandate that the Commission change its rules or subsidize community wind. We also agree, however, that we are not prohibited from exempting a certain level of community owned resources from bidding. 

60. While it could be appropriate to implement specific rule provisions for SB 04‑168, we will not initiate a rulemaking for this issue alone.  We find that our rules are fully compliant with the statute without modification, and that this issue by itself does not warrant an LCP rulemaking.  Utilities must address these types of anomalies as part of their LCP filings, and Public Service has demonstrated its ability to accommodate unusual resource situations.  We will not open a rulemaking specifically for this issue, but community-owned resources should be addressed in any future LCP utility filings or a future LCP rulemaking.

J. Cooperative G&Ts 

61. WRA states that the Commission must require Tri-Sate Generation and Transmission Association, Inc. (Tri-State) to file least-cost resource plans for approval, rather than relying on the current reporting-only requirements for cooperative generation and transmission associations.  According to WRA, the reporting requirements in the Commission’s existing LCP rules do not adequately fulfill our obligations established in § 40-2-123, C.R.S., which requires the Commission to give fullest possible consideration to cost-effective clean energy and energy-efficient technologies.  CRES agrees with WRA on this matter. 

62. We note that this issue was addressed in Docket No. 02R-137E.  We continue to believe that very little benefit could be gained by requiring Tri-State to file an LCP plan for Commission approval, because Tri-State is not subject to our rate jurisdiction.  This issue does not warrant opening of a new rulemaking docket.

K. Demand-Side Management Cost-Effectiveness Test 

63. WRA, CRES, SWEEP, and OCC recommend that the Commission change its LCP rules to adopt the Total Resource Cost (TRC) test for Demand-Side Management (DSM) resources.  To implement this change, the stakeholders recommend requiring utilities to compare resource economics based on the Net Present Value of Revenue Requirements instead of the Net Present Value of Rate Impacts (RIM) criteria specified in the current rules.

64. SWEEP also advocates an LCP rule requirement for both bid and utility-sponsored DSM.

65. WRA states that DSM should be included as a reduction to a utility’s demand forecasts rather than as a potential supply resource.  Further, as a part of the TRC test to evaluate cost-effectiveness, WRA suggests that the utility should base its avoided cost on a robust analysis of environmental and water costs.  In addition, WRA advocates that utility DSM should be exempt from the bidding process.

66. Similarly, OCC recommends changing the LCP rules to require utilities to acquire cost-effective DSM outside of the all-source bid.

67. Public Service states that it does not oppose the TRC test, but suggests that rate impacts should also be considered in prioritizing possible DSM resources.  (For example, RIM test scores below 0.5 should only be used if needed for class equity considerations.)  Public Service disagrees with WRA’s proposal to reduce demand and energy forecasts to reflect the potential for additional DSM.

68. LS Power points out that this issue was addressed in the last rulemaking.

69. We agree that this issue was thoroughly addressed in Docket No. 02R-137E.  We continue to support resource selection criteria based on a rate impact analysis.  We find that it is not necessary to address this issue further in rulemaking.

L. Least Cost Versus Multiple Criteria 

70. CRES proposes to restructure the LCP rules to require that resources be evaluated based on 12 criteria rather than on the least-cost criteria specified in Rule 3610(f).  CRES further proposes to revise the overview Rule 3601 to include policy directives from renewable statutes such as Amendment 37, § 40‑2‑123, C.R.S., and SB 04‑168.  CRES also suggests a rule change that would allow the Commission to measure a utility’s progress towards renewable goals and to apply risk-adjusted discount rates to different types of resources.  WRA and Interwest agree with the CRES proposals.  

71. Public Service states that cost should be the primary driver in selecting resources, and consideration of renewable statutes can be addressed in an LCP rulemaking.  However, Public Service opposes the CRES proposals to include qualitative benefits of renewable energy in resource selection and risk-adjusted discount rates for different resources.  

72. We find that this issue was fully addressed in Docket No. 02R-137E and that the CRES approach would take us back to rules substantially similar to the Commission’s previous Integrated Resource Planning (IRP) process, which included an ambiguous “eight criteria.”  In practice, under the former IRP rules, the Commission generally considered cost as the primary criterion, while the remaining seven criteria made the process unnecessarily contentious and ambiguous.  As such, we decline to include this issue in rulemaking.

M. Public Meetings 

73. WRA recommends that the LCP rules require up-front public participation meetings before a utility’s plan is filed with the Commission.

74. Public Service opposes WRA’s proposal for additional public meetings and points out that this issue was addressed in the last LCP rulemaking.

75. We find that this issue was fully addressed in Docket No. 02R-137E.  We implemented the present LCP rules so that the Commission and parties could provide better “up-front” input into the utility resource planning process, and the LCP application review typically includes specific public meetings before the Commission.  We find that WRA’s proposal is unnecessary and would only lengthen the overall LCP timeline.  

N. Certificate of Public Convenience and Necessity for Utility Resources

76. Public Service recommends that the LCP rules include a provision granting a Certificate of Public Convenience and Necessity (CPCN) for any utility projects approved as a part of a utility’s LCP plan.

77. We find that this issue was fully addressed in Docket No. 02R-137E.  Further, utilities can file a CPCN application with the LCP application, as Public Service did for the Comanche 3 self-build power plant in its last LCP filing.  The CPCN application process is needed to provide the information necessary for the Commission to consider whether to grant a CPCN, and we therefore decline to implement a rulemaking for this issue.

III. Conclusion

78. We conclude that a rulemaking to modify our LCP rules is not warranted at this time.  We agree with CIEA, LS Power, and CF&I and Climax that the Commission’s LCP rules were established in a recent and thorough rulemaking, and that the existing rules are adequate.  Although Amendment 37, SB 04‑168, and imputed debt are new matters raised by stakeholders since the last LCP rulemaking in Docket No. 02R-137E, we find that the current LCP rules have sufficient flexibility to accommodate these issues.  We believe that the experience gained from proceedings during a full cycle of resource acquisition would greatly improve the quality of any rule changes.  The costs and resources required to implement an LCP rulemaking at this stage are not justified at this time.

IV. Order

A. The Commission Orders That:

1. The Petition to Open Rulemaking Proceeding filed by Public Service Company of Colorado on August 31, 2005, is denied.

2. This Order is effective on its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ DELIBERATIONS MEETING
April 5, 2006.

	(S E A L)

[image: image1.png]



ATTEST: A TRUE COPY


[image: image2.wmf] 

 

 


Doug Dean, 
Director
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GREGORY E. SOPKIN
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POLLY PAGE
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� See Decision No. C05-0049, in consolidated Docket Nos. 04A-214E, 04A-215E, and 04A-216E.


� See Decision No. C05-1254.





23

_1171191204.doc
[image: image1.png]Lo




[image: image2.png]





 












