Before the Public Utilities Commission of the State of Colorado

Decision No. C08-0239
Docket No. 07A-447E

C08-0239Decision No. C08-0239
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

07A-447EDOCKET NO. 07A-447E
IN THE MATTER OF THE APPLICATION OF PUBLIC SERVICE COMPANY OF COLORADO FOR APPROVAL OF ITS 2007 COLORADO RESOURCE PLAN.
decision requesting additional information regarding independent evaluator
Mailed Date:  March 7, 2008
Adopted Date:  March 5, 2008

I. BY THE COMMISSION

A. Statement 

1. On January 31, 2008, Public Service Company of Colorado (Public Service), the Colorado Office of Consumer Counsel (OCC), and Commission Staff (Staff) (cumulatively, IE Parties) jointly filed their proposals for an Independent Evaluator (IE), pursuant to Commission Rule 4 Code of Colorado Regulations (CCR) 723-3-3610.  After reviewing the proposals, we have several concerns and, as a result, we direct the IE Parties to provide us with additional information.  In order to provide additional clarity and certainty to the process, we also detail our expectations of the IE process.

B. Background 

2. Commission Rule 4 CCR 723-3-3610(e) requires that Public Service file for Commission approval, the name of an IE who Public Service, Staff, and the OCC jointly propose.  In the submitted proposal, the IE Parties actually included two bids for the IE, indicating that they believed the Commission may wish to have a choice.  The two candidates are well respected industry consulting companies, Navigant Consulting, Inc (Navigant) and Concentric Energy Advisors (Concentric).

3. The proposal also included the recommendation that the approved IE would address both the requirements of Rule 3610(e) in the Electric Resource Plan (ERP) and Rule 3660(e)(V) in the Renewable Energy Standard.  The IE Parties agreed that a single consulting firm should be hired to produce both reports because many of the issues overlap. 

4. The IE Parties also filed a motion to waive Rule 3660(e)(V) which provides that the IE shall not have benefited from employment or contracts with the utility in the preceding five years except as an IE under these rules.  According to the IE Parties, both firms have completed projects for Public Service or its subsidiaries within this period.  

C. Discussion 
5. A key task for the IE will be to model various resource scenarios, as discussed in detail below.  Public Service uses a software package known as Strategist for this purpose.  We expect the IE to use the base model developed by Public Service, and investigate various combinations of bid and/or utility-owned resources to optimize the various scenarios as directed by the Commission in its Phase 1 decision.  Therefore, experience with Strategist is an essential qualification for the IE.  However, while both Navigant and Concentric have considerable industry experience, we note that neither candidate lists any specific Strategist modeling expertise.  In addition to the lack of specific Strategist experience, we are also concerned that the two proposed candidates do not list significant demand side management (DSM) experience, which we also expect to be a significant part of the system modeling and evaluation.  

6. In the submitted proposal, the IE Parties clearly indicate that Strategist experience was an important qualification requirement.  However, the IE Parties go on to indicate that they were concerned that the firms that had Strategist modeling expertise would not be able to offer opinions on the comparability of utility-owned projects to similar projects in the market.  The IE Parties did not elaborate on the qualifications of the other candidates, or why the two proposals are adequate despite the lack of Strategist experience.  

7. The success of the expedited Phase 2 process relies heavily on the IE being able to independently model the various options.  Thus, the absence of stated Strategist experience for the proposed candidates is a significant concern, and warrants further inquiry.  It is unclear whether additional information about the two candidates will resolve our concerns, or whether other remedies may be required.  In any case, other IE options must be considered so that we can make a final selection in a timely manner.  Therefore, we order the IE Parties to file the following information:

a) The RFP used to solicit the IE candidates.

b) If the two proposed candidates (Navigant and Concentric) do possess Strategist expertise then we require that the IE Parties file documentation of this experience.  This documentation must include individual resumes and a list of specific Strategist projects. 

c) If the two proposed candidates do not have such experience, we request additional information regarding other options to identify candidates with the necessary experience.  These options may include: having two consultants work together; having an experienced Strategist candidate sub-contract for one of the two recommended firms; using separate IEs for the ERP and wind bids; or other ideas presented by the IE Parties.  

8. Public Service, OCC, and Staff may submit responses jointly or individually, and shall file the response(s) by close of business on March 14, 2008.  If additional time is necessary to respond, then we require the IE Parties to file a status update on March 14, 2008, and file the response(s) by close of business on March 31, 2008.

9. In the event we find it necessary to discuss the IE proposals further, we reserve 10:30 a.m. on Friday April 4, 2008, for a technical conference.  We expect Public Service, Staff, and OCC to be prepared to discuss the issues at this hearing.  We also direct the IE Parties to contact IE candidates so that we may have them available by phone, if necessary, during the technical conference.

10. Pursuant to Rule 3610(e) the Commission is to approve an IE within 120 days of the initial application filing, or by March 14, 2008.  In order to accommodate the modifications to the procedure as indicated above, the Commission, by its own motion, waives Rule 3610(e) to extend the approval date to April 14, 2008.  We find this extension to be reasonable as we previously approved a request to delay the IE proposal filing date, as well as Public Service’s requested 30-day extension of the 210-day statutory period for this docket.

D. Work Description

11. To assist the IE Parties and potential IE candidates, we clarify our expectations for the IE.  The following IE work description represents an initial description, which will be supplemented in the Phase 1 decision.
12. The primary objective of the IE is to independently model various resource scenarios and provide an unbiased report that will help the Commission understand the costs and benefits of the various resource options.  The Commission will use the IE report, the utility report, and party comments to determine the final preferred resource portfolio in Phase 2 of the ERP process.  The IE report is to be based on the IE’s independent analysis of bids received and other supply and DSM options as specified in the Commission’s Phase 1 ERP decision.

13. The ERP Rules describe the process by which the IE will perform its evaluations.  At the end of the Phase 1 ERP proceeding, we will issue a decision directing the utility to solicit bids for resources.  The Phase 1 decision will approve specific Requests for Proposals (RFPs) and model contracts to standardize the bids.  The Phase 1 decision will also specify the assumptions, modeling inputs, and evaluation criteria that the IE will use in assessing and comparing the different resource scenarios.  Parties to the case are to provide information within Phase 1 regarding the modeling inputs, assumptions, and alternative supply and DSM resources.  The IE shall also be available to the Commission to provide input in Phase 1 regarding the information that the Commission should enumerate in the Phase 1 decision.

14. The IE is to model various combinations of resources in order to develop three scenarios to be detailed in its report.  The three scenarios are to represent a base case, a medium level of Section 123 resources, and a high level of Section 123 resources.  After parties file comments to the reports, the IE is expected to appear before the Commission to answer questions from the Commission and the parties about its report and underlying analysis. 

15. Though the IE will use base model data from Public Service, the IE is to perform an independent assessment of new resources.  The IE’s assignment is not to merely duplicate the resource analysis and modeling work performed by Public Service, nor is the IE to perform the modeling and analysis in place of Public Service’s work.  We intend for the IE and Public Service to separately and independently analyze various resources and combinations of resources to optimize the various scenarios, consistent with parameters that the Commission will establish in the Phase 1 decision.  The IE and Public Service are each to file a separate report with the Commission at the same time.  

16. Though the utility is to enter a contract with the IE for payment, the IE will work for, and will receive direction from the Commissioners only.  This direction will be through written Commission decisions.  Because this written communication process is cumbersome, we expect the IE to perform its duties based on the direction in the Phase 1 decision, with limited Commission input.

17. In its report, the IE is to address the following:

a) The IE’s assessment and recommendations on the base, medium, and high Section 123 resource plans.

b) The IE’s assessment of the preferred order of resource selection for each of these three scenarios.  Depending on the Commission determinations made in Phase 1, this analysis could include a comparison of utility and bid resources, based on comparison criteria established in the Commission's Phase 1 decision.

c) Whether the utility conducted a fair solicitation and bid process.
d) An assessment of the costs for utility-owned wind generation projects.  The IE may be required to assess the reasonableness of the costs of utility-owned renewable resources pursuant to Rule 3660(e)(V).

II.
ORDER

E. The Commission Orders That:

1. On or before March 14, 2008, Public Service Company of Colorado, Staff of the Commission, and the Office of Consumer Counsel shall file additional information regarding the independent evaluator selection, consistent with the above discussion.

2. If the IE Parties are unable to respond fully on March 14, 2008, they shall file a status report on that date and provide a full response by close of business on March 31, 2008.
3. Rule 4 Code of Colorado Regulations 723-3-3610(e) is waived upon the Commission’s own motion and the deadline for Commission approval of an Independent Evaluator shall be extended to April 14, 2008.

4. If the Commission deems it necessary, a technical conference will be held as follows:

DATE:

April 4, 2008
TIME:

10:30 a.m. 
PLACE:
Commission Hearing Room A
 

1560 Broadway, Suite 250
 

Denver, Colorado

The Commission will provide adequate notice to the parties in the event it finds the technical conference necessary. 

5. This Order is effective on its Mailed Date.

F. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
March 5, 2008.
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