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I. By the Commission

A. Statement

1. This matter comes before the Commission for consideration of the Joint Motion of All Parties to Amend Decision (Motion) and Agreement to Modify Settlement Agreement (Settlement Modification), both filed by Public Service Company of Colorado (Public Service or Company) on May 6, 2011.  Being fully advised in the matter and consistent with the discussion below, we grant the Motion and approve the Settlement Modification to credit the customer share of margins earned from the sale of Hybrid Renewable Energy Credits (RECs)
 during the pilot period to the Renewable Energy Standard Adjustment (RESA) account.  Further, we will schedule a hearing limited to determining the permanent margin sharing percentages. 

B. Background 

2. By Decision No. C10-0267,
 mailed March 23, 2010, we granted the Stipulation and Settlement Agreement (Hybrid REC Settlement) filed by Public Service on January 20, 2010.  In doing so, we also granted the Verified Application of Public Service Requesting Commission Approval of a Sharing Percentage for the Margins that may be Earned from Certain Transactions Involving Bundled Surplus RECs and Energy, as modified by the Hybrid REC Settlement.  The Hybrid REC Settlement was unopposed and entered into by all parties in the docket, including Staff of the Public Utilities Commission, the Colorado Office of Consumer Counsel, the Governor’s Energy Office, and Western Resource Advocates.

The Hybrid REC Settlement provided for a three-tier arrangement for sharing the margins earned from the sale of Hybrid RECs during a pilot period (from October 3, 2009 to and including the date that the Commission issues a final decision on Public Service’s application for permanent REC treatment).  It also listed the five general REC trading principles that the Parties agreed will apply to transactions during the pilot period. The Hybrid REC Settlement also stated that the customer share of the margins earned from the sale of Hybrid RECs and RECs bundled with Generation Book
 energy is to be held in a separate RESA deferred account which would be 

3. later transferred, with interest, to the Electric Commodity Adjustment to offset the cost of Section 123 resources.
 

4. Initially, in the Hybrid REC Settlement, the Parties agreed to file a joint report on the continuing negotiations for permanent REC treatment on August 31, 2010 and Public Service agreed to file an application for permanent treatment on September 1, 2010.  The Commission, by Decision No. C10-1008, issued September 14, 2010, extended these deadlines to February 28, 2011 and March 1, 2011 respectively.  On March 1, 2011, Public Service filed a Motion to Extend the Procedural Schedule for the joint report and permanent treatment application to 30 days and 31 days respectively, after the Commission issues a decision in Docket No. 10A‑542E.  We have not ruled on that motion; however, in its May 6, 2011 Motion, Public Service indicated it will withdraw it if the Settlement Modification is approved. 

5. Public Service’s trading of Hybrid RECs and Gen-Book RECs, combined, yielded approximately $92 million of funds thus far.  Public Service reports $54.1 million of that amount will be allocated to customers, $29.1 million will be allocated to Public Service, and $8.7 million will be allocated for acquisition of carbon offsets.  The Company continues to trade RECs and it expects these amounts to increase prior to the expiration of the pilot period.

6. While the funds for offsetting the cost of Section 123 resources have materialized, qualified projects have not.  The development of Section 123 resources did not occur as quickly as was expected when the Commission approved the Hybrid REC Settlement. Further, the RESA has accrued a significant negative balance.  

7. Public Service and the Parties have since agreed that it is in the best interest of the customers to use these funds to pay down the RESA balance.  Thus, the Settlement Modification proposes that a sixth trading principle be added to the Hybrid REC Settlement to read as follows: 

During the pilot period, Public Service shall transfer all monies in the separate RESA sub-account that are not needed to pay the cost of section 123 resources that are due and payable by the Company prior to the date of each transfer, whether related to retail RECs bundled with Generation Book energy or Hybrid REC transactions, with accumulated interest, to the RESA deferred account.  The first transfer shall occur within 30 days after the effective date of the Commission's decision approving the Agreement to Modify Settlement Agreement. Subsequent transfers shall occur on April 1 of each year. Should the pilot period terminate prior to the April 1 due date for the next annual transfer, Public Service shall effectuate the last transfer on the last day of the pilot period. Public Service shall also transfer to the RESA deferred account, the monies plus accumulated interest in the RESA sub-account (not needed to pay amounts that have accrued for payment to Section 123 resources) that are associated with the energy deliveries that occur prior to the termination of the pilot period, even though the monies are collected and the RECs are recorded after the termination of the pilot period.  The pilot period shall terminate on the effective date of the Commission's decision on Public Service's application for a permanent regulatory program for the treatment of Hybrid REC margins. Public Service shall file its application no later than June 15, 2011. The Parties shall file with the Commission a report no later than June 14, 2011 summarizing the results of meetings held to attempt to reach a consensus on the costs and benefits of REC transactions.

C. Findings

8. We agree it is in the best interest of Public Service’s customers to pay down the current RESA deferred balance and thus find good cause to grant the Motion and approve the addition of the sixth trading principle to the Hybrid REC Settlement.  In doing so, we extend the pilot period until the date on which the Commission issues a decision on the permanent treatment of the sharing percentages. 
9. However, we note this is the second extension of the pilot period and the level of sales is exceeding expectations.  We also note that the levels of sales involve substantial amounts of money and we therefore wish to expedite our determination on the permanent treatment of Hybrid REC sales. We therefore schedule a hearing to address these issues, as shown below.  
II. ORDER
A. The Commission Orders That:

1. The Joint Motion of All Parties to Amend Decision filed by Public Service Company of Colorado (Public Service) on May 6, 2011 is granted.  
2. The Agreement to Modify Settlement Agreement filed by Public Service on May 6, 2011 is approved.
 

3. The withdrawal of the Motion to Extend the Procedural Schedule filed on March 1, 2011 by Public Service is noted. 

4. Staff of the Commission shall file a joint report on behalf of the Office of Consumer Counsel, Governors’ Energy Office, and Western Resource Advocates summarizing continued negotiations with Public Service on or before June 14, 2011.
5. Public Service shall file an application for a permanent Renewable Energy Credit margin sharing program on or before June 15, 2011.

6. A hearing to determine permanent sharing margins will be scheduled as follows:  

DATE:
July 7, 2011

TIME:
9:00 to 1:00 p.m.

PLACE:
Commission Hearing Room A

1560 Broadway, Suite 250  

Denver, Colorado 

7. This Order is effective on its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
May 18, 2011.
	(S E A L)

[image: image1.png]



ATTEST: A TRUE COPY


[image: image2.wmf] 

 

 


Doug Dean, 
Director
	THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO


JAMES K. TARPEY
________________________________



MATT BAKER
________________________________

Commissioners

CHAIRMAN JOSHUA B. EPEL ABSENT.









� Hybrid RECs are the RECs that involve bundling of retail RECs with the energy produced from resources not on Public Service’s system.  


� Subsequently, by Decision No. C10-0444, mailed May 10, 2010, the Commission approved an unopposed Agreement Clarifying Stipulation and Settlement Agreement, which described the declining sharing percentages and the total margin levels. 


� Generation Book energy or Gen-Book energy is the energy created by resources serving Public Service’s system.


� The definition of Section 123 resources was adopted in Commission Decision No. C08-0929 issued September 19, 2008, and was modified by Decision No. C08-1153 issued November 7, 2008, both in Docket No. 07A-447E.  The final definition states that:  “An eligible energy resource will be considered a new clean energy, or energy efficient technology, or a demonstration project if it is clean and incorporates one or more technologies, representing a substantial portion of its overall installed cost, that have not been regularly commercially demonstrated, up to the point in time that the resource is formally bid, or if not bid, acquired.”  By Commission Decision No. C08-0559, Docket No. 07A-462E, issued June 4, 2008, eligible energy resources selected under § 40�2-123, C.R.S., are separate from such resources under § 40-2-124, C.R.S., and will not be factored into the retail rate impact unless otherwise specifically designated.


� To the extent that any provision in the original Hybrid REC Stipulation and Settlement agreement conflicts with this Agreement to Modify Settlement Agreement, this Agreement to Modify Settlement Agreement shall control.
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