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I. BY THE COMMISSION

A. Statement

1. This matter comes before the Commission for consideration of a Motion for Waivers (Motion) filed by Public Service Company of Colorado (Public Service or the Company) on February 19, 2013.  Public Service seeks approval for certain variances from the Commission’s Electric Resource Planning Rules, 4 Code of Colorado Regulations 723-3-3600, et seq., to allow for early consideration of wind bids prior to the expiration of recently extended federal production tax credits (PTCs) for wind resources. 

2. The Commission approved with modifications Public Service’s 2011 Electric Resource Plan (ERP) by Decision No. C13-0094 (Phase I Decision), issued on January 24, 2013.
  The Phase I Decision established processes and deadlines for Phase II of the ERP where the Commission would consider Public Service’s evaluation and modeling of bids received in response to an all-source solicitation for resources.

3. By Decision No. C13-0254-I issued February 27, 2013, the Commission approved, in part, Public Service’s request for shortened response time to the Motion.  

4. Responses to the Motion were timely filed by Interwest Energy Alliance (Interwest); Southwest Generation Operating Company, LLC (SW Generation); Western Resource Advocates (WRA); SolarReserve, LLC (SolarReserve); EnCana Oil & Gas (USA) and Noble Energy, Inc. (collectively, the Gas Producers); and Staff of the Colorado Public Utilities Commission (Staff).

5. By Decision No. C13-0278, issued on March 1, 2013, the Commission allowed replies to the responses to the Motion.  On March 5, 2013, replies to the responses were filed by Public Service; SW Generation; C12 Energy, Inc.; Interwest; SolarReserve; the Gas Producers; and Staff. 

6. On March 5, 2013, NextEra Energy Resources, LLC (NextEra) filed a Late-Filed Petition to Intervene.  We grant this petition and allow for NextEra’s intervention solely for the purpose of submitting comments regarding the Motion.

7. Being duly advised in this matter, we grant Public Service’s Motion as revised by its filing on March 5, 2013.

B. Discussion, Findings, and Conclusions

8. Public Service explains in the Motion that the American Taxpayer Relief Act of 2012, signed into law on January 2, 2013, extended the federal PTC for wind resources that begin construction before January 1, 2014.  This limited extension of the federal PTC creates a narrow window to receive, evaluate, and select bids for wind resources in time to allow developers to meet the construction deadline.  The Motion sets forth procedures and deadlines for an expedited review of PTC wind bids within the Phase II process established by the ERP Rules and the Phase I Decision.  

9. In consideration of the responses to the Motion filed by several parties, including the alternative processes and deadlines proposed by Staff in its March 1, 2013 filing, Public Service developed a revised proposed timeline as set forth in its March 5, 2013 filing.  Prior to submitting the revised proposal to the Commission, on the morning of March 5, 2013, Public Service held discussions on its proposed revisions with Staff and the other interested parties.  

10. Staff filed an amended proposal in its filing of March 5, 2013 in light of Public Service’s revised proposal. Some parties also filed comments responsive to the Company’s presentation earlier in that day.

11. In general, Public Service’s revised proposed timeline calls for the issuance of the all-source requests for proposal (RFPs), including an RFP for PTC wind bids, on or about March 15, 2013.  Public Service proposes to issue a detailed report describing preliminary modeling of the PTC wind bids on May 30, 2013 and requests an interim Commission decision on June 14, 2013 by which the Commission would confirm a short-list of PTC wind bids for further modeling within the Phase II framework.  Those bids are intended to save customers money.  Public Service also proposes to file its Phase II 120-day report regarding the all-source solicitation, including a “final test” of the PTC wind bids, on September 9, 2013.  Public Service then requests a Commission decision on the acquisition of PTC wind on or before October 9, 2013.  Parties would have an opportunity to file comments regarding the PTC wind bids prior to the Commission’s interim and final decisions.  There would be no other changes in the timeline for Phase II pursuant to the ERP Rules.

12. Staff’s proposed timeline, as revised in its March 5, 2013 filing, calls for the issuance of an all-source RFP, open to all eligible resources including PTC wind bids, on or around March 7, 2013, and for the evaluation and modeling of all bids to the all-source solicitation without the bifurcation proposed by Public Service.  Staff’s proposed timeline culminates in a single Phase II decision issued on November 8, 2013 pursuant to an expedited schedule.

While we agree with Staff that it would be preferable to consider the PTC wind bids concurrently with a full Phase II evaluation and modeling of bids, we are concerned that Staff’s proposed schedule delays a decision too late in the year, thereby increasing the risk that 

13. the selected wind bidders would not be able to commence their projects in time to qualify for the PTC.  A decision late in 2013 could also increase the risk that potential wind bidders would choose not to participate in the solicitation.  While we appreciate Staff’s efforts in putting forth an alternative proposal and working with parties to improve Public Service’s proposal, we decline to adopt Staff’s revised schedule from its March 5, 2013 filing.

14. We find that Public Service’s proposal to include an interim Commission decision on the wind bids on June 14, 2013 will allow the Company to begin negotiations with certain wind bidders earlier in the process, contingent upon final Commission approval of the wind bids on November 1, 2013.  This is an important step, given the short eligibility period for the PTC benefits.  Furthermore, since the wind bids are primarily for energy resources and the all-source bids are expected to be peak capacity resources (and certain Section 123 resources), we find that Public Service’s proposed bifurcated approach is reasonable.  The 12.5 percent effective load carrying capability capacity credit assigned to wind is not likely to result in a significant capacity contribution from PTC wind bids, so the impact on the evaluation of all-source bids should be minimal.  Additionally, because the PTC wind bids are intended to save customers money, consideration of cost-effective implementation of Section 123 resources within the all-source solicitation will likewise not be impacted. 

15. Although Public Service’s approach bifurcates some of the evaluation of PTC wind bids from the evaluation of all-source bid evaluation, it provides a reasonable integration of the two review processes.  Public Service’s proposed schedule also allows the Commission to receive the 120-day report for all-source bids prior to entering a final decision on the acquisition of PTC wind.

16. Public Service’s proposal also uses the Independent Evaluator (IE) to help ensure a fair and reasonable bid evaluation process for the PTC wind.  We find that the same scope of work for the IE as set forth in Decision No. C13-0094 shall apply to the IE oversight of the PTC wind bids.

17. In sum, we find that Public Service’s proposed schedule provides a reasonable and administratively efficient method of comparing the PTC wind bids with the all-source bids, while allowing wind developers to meet the timing required by the new PTC legislation.  Therefore we approve Public Service’s proposed expedited schedule as modified on March 5, 2013. 

18. Public Service states that the Commission must waive certain ERP Rules in order to allow the expedited review and approval of the potential PTC wind resources.  Public Service specifically seeks waivers from the following:

· Paragraph 3611(a), which requires that all new utility resources be compared to each other in order to determine a cost-effective resource plan (i.e., an all-source solicitation); 

· Paragraphs 3613(a) through (c), which establish a timeline for bidders to challenge modeling inputs; and 

· Paragraphs 3811(b) and 3613(a) through (h), which require that PPA negotiations may only begin once the Commission has issued a final decision on the 120-day report.

19. We grant these rule waivers, as such variances are necessary to implement the schedule discussed above.

20. In addition, Public Service states in its March 5, 2013 filing that it can commit to filing its updated modeling assumptions by April 16, 2013.  We agree that this deadline is necessary to accommodate the expedited schedule discussed above and require Public Service to file its updated modeling assumptions by that date.

21. Finally, in its response to Public Service’s Motion, WRA argues that the Company’s proposals mistakenly interprets Decision No. C13-0094 concerning the development and presentation of resource portfolios under the two carbon cost assumptions adopted by the Commission.  WRA argues that the Phase I Decision contemplates two Strategist model optimizations:  one with a $0/ton cost of carbon emissions and the other with a $20/ton cost of carbon emissions beginning in 2017.  In footnote 6 in Public Service’s March 5, 2013 filing, however, the Company explains that it disputes WRA’s interpretation of the Commission’s decision.  Public Service states that nowhere in the Phase I decision does the Commission order Public Service to complete more than one optimization analysis.  Instead, Public Service states that the Phase I Decision requires the presentation of one carbon cost case with $0/ton and another carbon cost case with $20/ton calculated as a sensitivity.  WRA and Public Service both request in comments that the Commission clarify its directive regarding the two carbon pricing cases.

22. We conclude that Decision No. C13-0094 is clear that the $20/ton cost of carbon case entails sensitivity calculations rather than a re-optimization of the bid evaluation modeling.  Therefore, we find that no clarification is necessary.  In paragraph 188 of the order, we specifically encourage the Company to present a “sensitivity case” that demonstrates a significant difference in carbon emissions based on the economic dispatch of resources as influenced by carbon pricing.  This statement makes sense precisely because the Commission did not direct Public Service to re-optimize the model based on the $20/ton assumption.
II. ORDER

A. The Commission Orders That:

1. The Motion for Waivers (Motion) filed by Public Service Company of Colorado (Public Service) on February 19, 2013, as modified by Public Service’s filing of March 5, 2013, is granted, consistent with the discussion above.

2. The Late-Filed Petition to Intervene filed by NextEra Energy Resources, LLC on March 5, 2013 is granted.  The scope of this intervention is solely for the purpose of considering the comments filed with the petition for intervention concerning Public Service’s Motion and no further participation in this proceeding as a party shall be allowed.

3. Public Service shall file updated modeling assumptions by April 16, 2013, consistent with the discussion above.

4. The Independent Evaluator shall review the evaluation and modeling of production tax credit wind bids and report to the Commission, consistent with the discussion above.

5. The 20-day period provided for in § 40-6-114, C.R.S., within which to file applications for rehearing, reargument, or reconsideration begins on the first day following the effective date of this Order.

6. This Order is effective upon its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
March 7, 2013.
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� The Commission addressed applications for rehearing, reargument, and reconsideration of Decision No. C13-0094 at a Commissioners’ Deliberation Meeting on March 12, 2013.


� Additional details of Public Service’s proposal are included in the Company’s March 5, 2013 filing.  Attached here as Attachment A, is the timeline included in that filing.


� Public Service states that it may also need waivers from specific portions of the Commission's final Phase I Decision, including those parts of the Decision that discuss how and when bids are to be evaluated. As the Decision was still in the rehearing stage when the Company filed its Motion, it could not say what those required waivers may be.  However, Public Service states that whatever those decisions are it commits to amend the issued 2013 All-Source Solicitation to reflect the Commission's final decision.
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