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I. BY THE COMMISSION

A. Statement

1. This matter comes before the Commission in consideration of a request of Public Service Company of Colorado (Public Service or the Company) for approval to commence contract negotiations with certain bidders of wind resources as set forth in its 2013 PTC Wind Bid Evaluation Report (Wind Report) filed on May 30, 2013, and revised on June 6, 2013.
  Public Service filed the Wind Report pursuant to the procedures established in Decision Nos. C13-0328, issued on March 15, 2013, and C13-0689, issued on June 7, 2013.
2. Now being duly advised, we grant, in part, Public Service’s request to commence contract negotiations with certain wind bids.
B. Background
By Decision No. C13-0328, the Commission approved expedited procedures to accommodate the recent extension of federal production tax credits (PTCs) for new wind facilities.
  The Commission recognized that the limited extension of the federal PTC created a 

3. narrow period of time to receive, evaluate, and select bids for developers of wind resources to meet the construction deadlines to qualify for the PTC.  The Commission further acknowledged that PTC wind bids are intended to save Public Service’s customers money.  

4. The approved expedited procedures include a Commission decision to be issued in mid-June concerning the modeling of the PTC wind bids found to be cost effective.  Public Service asserts that the Company does not need additional wind resources for compliance with the Renewable Energy Standard.  Any additional wind to be acquired in this PTC wind solicitation would be justified as reducing costs to customers by displacing more expensive generation costs (e.g., natural gas fuel costs) or for other public interest benefits.

5. Public Service requested in its March 5, 2013 revised proposal for PTC wind procedures, that the Commission confirm for purposes of modeling resources in Phase II bid evaluation, that any short-listed PTC wind bid be included in all modeled portfolios.  In addition, if the Commission agrees that Public Service should continue to pursue PTC wind because the prices appear to be cost-effective for customers, Public Service would commence contact negotiations with the short-listed PTC wind bidders and conduct due diligence on the projects offered.   

6. Public Service acknowledged that the Commission’s decision to allow the commencement of negotiations with certain wind bidders does not constitute final Commission approval of wind acquisition, as that decision would be made in October 2013, after the Commission and the parties have reviewed the 120-day report concerning the results of the 
all-source solicitation bid evaluation.  Public Service explained that the 120-day report would include a “final test” of the economics of the PTC wind bids, taking the least-cost bid portfolio from the 120-day report and removing any PTC wind bids individually to report on how the annual resource portfolio costs, as well as the net present value of revenue requirements (PVRRs) of the least-cost bid portfolio over the term of the resource planning period, change when the PTC wind is removed.  Public Service stated that, by conducting this test against the actual bids in the preferred portfolio, the Company will assess whether the PTC wind creates savings or additional costs for customers.  Public Service recognized that any such additional costs would be charged against the Company’s Renewable Energy Standard Adjustment (RESA).  Under the approved procedures, the 120-day Phase II bid evaluation report is due on September 9, 2013.  

7. Public Service filed the Wind Report on May 30, 2013, as well as an initial report on all of the bids to the all-source solicitation in accordance with paragraph 3618(b)(I) of the ERP Rules.  The Wind Report contains descriptions of the PTC wind bids received including locations, MW, and $/MWh levelized energy cost.  It also presents the avoided energy costs (annual and PVRR) for each bid that meets the Request for Proposal requirements from the Strategist “starting assumptions model” to be used in the Phase II bid evaluation process for the all-source solicitation.  The Wind Report also contains the avoided energy costs, both as annual costs and in terms of the PVRR, for each PTC wind bid under the same base gas, low gas, high gas, and carbon price sensitivities to be used in the Phase II bid evaluation.  Additionally, the Wind Report identified the specific PTC wind bids Public Service recommends to proceed to bid evaluation and Phase II modeling.

8. Comments were filed by Staff of the Colorado Public Utilities Commission (Staff); the Colorado Office of Consumer Counsel (OCC); Noble Energy, Inc. and EnCana Oil and Gas USA (collectively the Gas Producers); Western Resource Advocates (WRA); Climax Molybdenum Company and Evraz Rocky Mountain Steel (Climax/Evraz); Interwest Energy Alliance (Interwest); TradeWind Energy (TradeWind); and the Accion Group (Accion). As the Independent Evaluator (IE), Accion filed comments for the limited purposes of aiding Commission consideration of whether Public Service conducted a fair and reasonable bid evaluation in the bidding process as set forth in Decision No. C13-0328.
 

C. Wind Report and Comments
9. In its Wind Report, Public Service requests approval to proceed with Phase II bid evaluation modeling and contract negotiations with three PTC wind bids totaling 548 MW of nameplate capacity.
  The Company states that the bids could provide net savings for customers of more than $275 million in PVRR using the base gas forecast and other modeling assumptions as approved by the Commission in Decision No. C13-0094, issued on January 24, 2013 (Phase I Decision).  The net PVRR savings include $5.6 and $3.6 million in costs to customers for 2015 and 2016, respectively, with projected savings beginning in 2017.  Under the high gas price sensitivity, the proposed PTC wind bids could provide a net savings of $869 million in PVRR, but under the low gas sensitivity they could result in a net cost to customers of $50 million in PVRR.

10. The 548 MW of wind could also reduce carbon emissions by approximately 1.4 million tons annually, or a 5 percent reduction of total system carbon emissions.  Under the CO2 price sensitivity assumption of $20/ton starting in 2017 and escalating at inflation, the proposed PTC wind could provide net savings of $610 million (all other model inputs set at the base case levels).
11. Staff, the Gas Producers, and Climax/Evraz oppose approval of Public Service’s proposed PTC wind bids.  Staff argues that errors in Public Service’s modeling and reporting prevented an adequate review of the Wind Report, to the degree that the Commission cannot approve the wind bids as requested.  Staff further asserts that the 548 MW amount is far larger than previously contemplated, and higher resulting wind curtailment levels could significantly reduce the cost effectiveness of the proposed bids.  Staff recommends requiring Public Service to provide additional curtailment reporting as a part of its 120-day report in Phase II and deferring approval of the proposed PTC wind bids until after this 120-day report is filed.  
12. Gas Producers assert that the additional wind generation raises the risk of increased RESA deficit.  They also argue that gas prices are tracking the low price forecast, so the proposed 548 MW of wind bids might not be economic.  Further, they assert that the adequacy of Public Service’s flexible reserves is questionable if 548 MW of additional wind is added to the Company’s system.  Gas Producers assert that, at most, only the most economic PTC wind bid should proceed.
13. OCC, Interwest, and WRA support going forward with all 548 MW of the proposed PTC wind.  They assert that the projected net savings is significant and is based on parameters and assumptions approved by the Commission in its Phase I Decision.  They argue that the PTC extension provides a narrow opportunity and that prompt action is critical as bidders need the approval requested to proceed.  According to these commenters, the PTC wind bids also provide emissions reductions and other environmental benefits as well as geographic diversity of wind energy.  
14. Tradewind raises concerns with transmission costs applied to its bid. 
D. Discussion and Findings
15. By Decision No. C13-0328, we stated that it would be preferable to consider the PTC wind bids concurrently with a full Phase II evaluation and modeling of bids.  However, we were concerned that a Phase II decision scheduled late in 2013 would increase the risk that wind bidders would not be able to commence their projects in time to qualify for the PTC.  Therefore, we approved Public Service’s proposed expedited approach for the evaluation of the PTC wind bids, given the assurance that the Commission would receive the 120-day report for all-source bids prior to entering a final decision on the acquisition of PTC wind.  In addition, we approved the expedited process for PTC wind because the bids would be primarily for energy resources and the all-source bids would be primarily for peak capacity resources and certain Section 123 resources.  We emphasized that the 12.5 percent effective load carrying capability capacity credit assigned to wind would not likely result in a significant capacity contribution from PTC wind bids, so the impact on the evaluation of all-source bids would 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 would likewise not be affected. 

16. A review of the record in this ERP proceeding indicates that Public Service originally anticipated wind acquisitions in the level of 100 to 200 MW,
 and its presentation of the “flexible reserve” requirements in Phase I contemplated far lower levels of new wind resources than 548 MW.  Public Service’s experience with wind resources demonstrates that the Company has successfully integrated 2,100 MW of wind onto its system over a period of 14 years.
  However, an increase of 548 MW of additional wind acquired through an expedited process would contradict the Company’s long-standing preference for measured additions of intermittent resources spread out over time.

17. We find that it is unreasonable to approve 548 MW of new wind in this expedited framework.  Such a large acquisition of wind is particularly risky because Public Service admits that it is approaching the limits of its flexible reserves.
  Further, if Public Service’s system is approaching the limits of its flexible reserves, we are concerned that we could be displacing future renewable opportunities by rushing to acquire the proposed bids.
  We find that the expedited review herein does not provide an adequate basis to approve such an aggressive and risky proposal. 
18. We further agree with Staff and Gas Producers that curtailments and flexible reserve issues could impact significantly the projected savings of the wind proposals at the 548 MW.  Higher wind penetration levels may increase the potential costs of curtailments, integration, and coal cycling.  Therefore, we question the cost and savings estimates put forward by the Company in the Wind Report and are unwilling to accept them for the full 548 MW.

19. Although we agree with Staff that Public Service’s errors in modeling and reporting have hampered the parties’ review of the filing, we find that we can still proceed to move forward with certain wind bids at a lower level than the 548 MW proposed by the Company.  Specifically, we grant initial approval to move forward with the most cost-effective bid presented in the Wind Report and direct Public Service to proceed with contract negotiations with that bidder.  Public Service may also move forward with developer(s) of appropriate 
back-up bid(s) as the Company determines is appropriate.

20. Any other PTC wind bids that Public Service wishes to pursue will be evaluated in accordance with our Phase I Decision and presented accordingly in the Company’s 120-day report in Phase II. 

21. To that end, we agree with Staff that Public Service should investigate wind curtailment issues as well as other concerns raised by the proposal to acquire 548 MW of PTC wind.  We therefore require Public Service to provide in its 120-day report due on September 9, 2013, the following information:  

· A study on potential curtailment costs as requested in Staff’s comments
· Additional discussion about the drivers and likelihood of gas cost increases or decreases in response to Gas Producer comments
· An updated comparison of the projected versus actual savings of Limon II
· A discussion on how wind is accepted into or curtailed from the system when significant coal cycling is required and whether an economic dispatch methodology or other ways of addressing high wind levels could result in lower overall costs
· A discussion as to whether the coal cycling and wind integration costs approved by the Phase I Decision are reasonable for an addition of 550 MW of new wind resources
· A discussion on the impacts on the RESA deferred account balance and on the Company’s inventory of renewable energy credits (RECs) from an addition of 550 MW of new wind resources

· A discussion about the potential hedge value of additional wind, and whether current electric department hedging costs can be reduced if more wind is added
· A report on historic daily and hourly wind production on Public Service’s system in comparison with system loads at those times

22. We also invite the parties to respond to this information in their comments to Public Service’s 120-day report.
23. Regarding the concerns raised by TradeWind in its comments filed on June 11, 2013, we find good cause to allow Public Service to reply to TradeWind’s allegations before acting on its requests.  Public Service shall file a response to TradeWind’s allegation within ten days from the effective date of this Order.

E. Other Matters

24. The IE’s comments to the Wind Report were provided in highly confidential format only.  We require Public Service to file in this docket a public version of the IE comments within ten calendar days of the effective date of this Decision.

25. Additionally, and within ten calendar days of the effective date of this Decision, we require that Public Service serve the IE’s highly confidential comments to the Wind Report on participants with a currently effective highly confidential nondisclosure agreement in this docket.
26. Further, when the IE files its comments on September 23, 2013, to the 120-day report, these comments may contain confidential information as well.  We find that Public Service should review the IE report to designate which information is confidential.  However, it is not appropriate for Public Service to see or review the IE comments before these comments are filed.  Therefore, the IE shall file as a confidential document its comments on September 23, 2013; however, by September 25, 2013, we require Public Service to file in this docket a public version and a version under seal highlighting appropriately the confidential and highly confidential information of the September 23, 2013 IE report on the Company’s 120-day report, consistent with the confidentiality requirements in Decision No. C12-0102 issued January 31, 2012. Public Service shall serve such confidential IE report on all participants with an applicable, currently effective nondisclosure agreement in this docket.  
27. We remind parties of the confidentiality requirements in paragraph nos. 21 through 23 of Decision No. C12-0102 applicable to documents filed in this docket, including that, confidential and highly confidential information provided under seal shall be highlighted to differentiate it from information in the document otherwise available in the public filing. 
II. ORDER

A. The Commission Orders That:

1. The request filed by Public Service Company of Colorado (Public Service or the Company) for approval to commence contract negotiations with certain bidders of wind resource as set forth in its 2013 PTC Wind Bid Evaluation Report (Wind Report) filed on May 30, 2013 and revised on June 6, 2013, is granted, in part, consistent with the discussion above. 
2. We grant initial approval for Public Service to move forward with the most 
cost-effective bid presented in the Wind Report and direct Public Service to proceed with contract negotiations with that bidder.

3. Public Service shall provide the information set forth in paragraph no. 21 in its 120-day report due on September 9, 2013. 

4. Parties may include responses to the information provided by Public Service regarding the topic areas set forth in paragraph no. 22 in their comments to the 120-day report. 

5. Public Service shall file a response to allegations set forth in TradeWind Energy’s comments filed June 11, 2013, within ten days from the effective date of this Order.

6. Public Service shall file in this docket, a public version of the Independent Evaluator (IE) comments to the Wind Report within ten calendar days of the effective date of this Order.

7. Public Service shall serve the highly confidential IE comments to the Wind Report on all participants with currently effective highly confidential nondisclosure agreements within ten calendar days of the effective date of this Order. 

8. Public Service shall, by September 25, 2013, file in this docket, a public version and a version under seal highlighting appropriately the confidential and highly confidential information of the September 23, 2013 IE report on the Company’s 120-day report, consistent with the confidentiality requirements in Decision No. C12-0102.  Public Service shall serve such confidential IE report on all participants with an applicable, currently effective nondisclosure agreement in this docket.  
9. This Order is effective upon its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ DELIBERATIONS MEETING
June 13, 2013.
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Doug Dean, 
Director
	THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO


JOSHUA B. EPEL
________________________________
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________________________________



PAMELA J. PATTON
________________________________

Commissioners




� The Wind Report contains highly confidential information.  Public Service filed a public version of this report on June 10, 2013.


� Public Service filed a Motion for Waivers on February 19, 2013, seeking approval of 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 the PTC for wind resources.  Public Service revised its proposed procedures in its Reply to Responses Addressing the RFP Schedules filed on March 5, 2013.


� These comments were filed as highly confidential, a public version of which shall be provided as specified herein.  The IE’s report did not indicate concerns that needed to be addressed prior to deliberations on the matters decided by this Order.  


� Public Service also proposes to include one back-up bid. 


� In its Motion for Waivers filed on February 19, 2013, Public Service provided an example acquiring 100 MW of wind; the generic base case expansion plans entailed incremental wind acquisitions of no more than 200 MW; and the “medium case” alternative scenarios in Phase I involved 200 MW of additional wind.  (See ERP Vol 1, p. 1-38.).


�  See Appendix B to the comments filed by Staff on June 11, 2013.


�  See Wind Report, Appendix C.


� Staff also raised similar concerns about the availability of transmission during the resource acquisition period and in the future and the impact of transmission availability on the viability of wind projects in optimal geographic areas.  We intend to address such concerns in a separate decision.


� We note that we also have concerns about the viability of the other bids that comprise the 548 MW of proposed wind resources.
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