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I.
BY THE COMMISSION
A. Statement

1. On November 26, 2008, Public Service Company of Colorado (Public Service or the Company) filed an Application for Rehearing, Reargument or Reconsideration (RRR) to Decision No. C08-1153.  This is a second Application for RRR stemming from Decision No. C08-0929 in this docket (Phase I Decision). 

2. Public Service requests that the Commission rescind its requirement for a model run of a continuation of service to Black Hills/Colorado Electric Utility Company, LP (Black Hills), and it also requests clarification regarding the requirement to perform sensitivity runs using the annuity method to calculate end effects.  Now being duly advised in the matter, we grant in part Public Service’s Application for RRR regarding the Black Hills model run, and grant clarification with respect to the annuity sensitivity runs.

B. Requirement to Model Black Hills Load

3. In the Phase I Decision, we required Public Service and the Independent Evaluator for the Commission (IE) to perform a model run that demonstrates the impacts on the Company’s system if it continued to provide firm capacity service to Black Hills.  In its first Application for RRR, Public Service argued that serving Black Hills would require the Company to acquire additional capacity in 2012, which is a year earlier than 2013, when the Company would need capacity.  

4. In Decision No. C08-1153, we agreed that it is not reasonable to perform a model run that is not achievable under the current Request for Proposals.  In that decision, we directed Public Service and the IE to model a scenario where the Company extends the Black Hills contract to provide as much capacity as it will have available in 2012 and to continue to provide that level of capacity through 2015.  We also directed Public Service and the IE to include the provision of energy to Black Hills beyond the aforementioned capacity, when such energy is available and is selected by the model under economic dispatch. 
5. In the RRR application at issue here, Public Service makes three arguments with respect to the Black Hills model run.  First, Public Service states that though it will have some capacity available in 2012, it will not have available capacity in years 2013 through 2015.  Second, Public Service states that it does not know how the Black Hills system will be dispatched with respect to energy-only transactions.  Third, Public Service asserts that it should be free to offer rates to Black Hills that most benefit Public Service customers.

6. In addition to these arguments in its Application for RRR, another recent filing impacts this issue.  On December 1, 2008, Public Service filed an updated load forecast, which significantly reduces the amount of excess capacity that the Company estimates to be available in 2012.  In fact, Public Service most recently forecasts that only 25 MW of excess capacity is available in 2012.
  While we have not approved this new forecast, we find that the uncertainty of excess capacity levels in 2012 warrants a modification of the Black Hills modeling scenario.  Therefore, we remove the requirement that Public Service model providing firm capacity to Black Hills.

7. However, we continue to find that a modeling run to investigate the impacts on Public Service’s system due to the provision of available excess energy to Black Hills is warranted.  We disagree with Public Service that it cannot model any likely energy transactions between the Company and Black Hills because it does not know how the Black Hills system will be dispatched with respect to these transactions.  Public Service will provide energy and capacity to Black Hills pursuant to their contract through 2011, and has provided service to Aquila, Black Hills’ predecessor, for decades.  

8. We understand there may be modeling difficulties with this run.  We also understand this run may not shed light on the exact questions we are asking.  Therefore, we invite Public Service and require the IE to address this issue at the January 27, 2009 Technical Conference.

9. Until then we stand by Decision No. C08-1153 where we stated: “[W]e direct the modelers to assume that Black Hills installs or enters PPAs for combustion turbine capacity necessary to meet the remaining Black Hills load requirements.  We direct the modelers to make any assumptions that are necessary to perform the modeling, as deemed reasonable by the modelers.”  We find that Public Service and the IE have adequate information to reasonably represent the possible sale of energy by Public Service to Black Hills in the modeling scenario.  
10. Further, we direct Public Service and the IE to be prepared to discuss the details of how they plan to perform the Black Hills modeling run at the Technical Conference scheduled for January 27, 2009, pursuant to Decision No. C08-1277. 
11. We agree with Public Service that the Company should be free to offer rates to Black Hills that most benefit Public Service customers.  Therefore, we remove the requirement for Public Service and the IE to calculate the incremental and rolled-in rates for service to Black Hills.
C. Clarification Regarding Annuity Sensitivity Runs

12. In its Application for RRR, Public Service requests clarification of Decision No. C08-1153 regarding the additional sensitivity runs using the annuity method to compare Purchase Power Agreement bids to utility-owned proposals of unequal lives.  Public Service requests clarification that the additional sensitivity runs require only re-pricing of optimized scenarios, and do not require any additional optimization runs.  We agree, and we grant this clarification.

II.
ORDER

A.
The Commission Orders That:

1. The Application for Rehearing, Reargument or Reconsideration of Decision No. C08-1153, filed on November 26, 2008 by Public Service Company of Colorado (Public Service or Company), is granted in part, consistent with the discussion above.
2. We modify Decision No. C08-1153 to remove the requirement for Public Service and the Independent Evaluator to model the Company providing firm capacity service to Black Hills/Colorado Electric Utility Company, LP (Black Hills), and instead require only the modeling of available energy sales to Black Hills.
3. We clarify that the Annuity sensitivity runs we ordered in Decision No. C08-1153 require only re-pricing of optimized scenarios, and do not require additional optimization runs.
4. This Order is effective on its Mailed Date.

B.
ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
December 17, 2008.
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� On December 10, 2008, Public Service filed an updated loads and resources table based on the December 1, 2008 forecast update, which shows 25 MW of capacity available in 2012.
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