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I. BY THE COMMISSION

A. Statement

1. On May 20, 2013, Public Service Company of Colorado (Public Service) filed a Petition for Declaratory Order (Petition) seeking a ruling on two related questions: (a) whether a small (2 MW or less) forest biomass project that Public Service may select through a targeted solicitation can meet the cost-effective requirements of § 40-2-123(1), C.R.S. (Section 123); and (b) whether Public Service can recover from its retail ratepayers the entire cost incurred from a power purchase agreement (PPA) resulting from the solicitation, in the event the Commission finds the selected resource meets the requirements of Section 123.   
2. By Decision No. C13-0967-I issued August 9, 2013, the Commission granted amicus curiae status to Southwest Generation Operating Company, LLC (Southwest Generation), Colorado Independent Energy Association (CIEA), and Western Resource Advocates (WRA). Each filed a brief addressing Public Service’s Petition on August 14, 2013.  The Colorado Office of Consumer Counsel (OCC) and Colorado Energy Office (CEO) are intervenors as of right and each filed a brief in response to the Petition on August 14, 2013.  Public Service timely filed its reply to these briefs on August 21, 2013. 
3. Now being duly advised, we: (a) declare that, in this instance, selection of the resource described by Public Service in its Petition through a targeted request for proposal (RFP) process does not preclude the Commission from finding that the resource is cost effective under Section 123; and (b) decline to make a determination as to cost recovery.  
B. Resource Selected in Targeted RFP Process

4. Public Service states in its Petition that selection of a forest biomass gasification resource through a targeted RFP process would promote the economic and technological evaluation of a relatively small project, and would enable access to data regarding the operations and performance of the facility.
  Public Service argues that, because the statutory term “cost effective” is not defined clearly, and because a resource selected through a targeted RFP would not compete against other resources, a controversy exists of whether a resource acquired through a targeted RFP process may be “cost effective” under Section 123.
  Public Service contends that cost effectiveness must be evaluated according to all the facts and circumstances of the project and applying the statutory standard of the “beneficial contributions such technologies make to Colorado’s energy security, economic prosperity, environmental protection, and insulation from fuel price increases.”
 

5. Section 40-2-123(1)(a), C.R.S., directs the Commission to give “fullest possible consideration to the cost-effective implementation of new clean energy and energy-efficient technologies…, bearing in mind the beneficial contributions such technologies make….”  We recently interpreted “cost-effective” implementation as follows: 

[T]he Commission will determine whether the Section 123 resource is cost effective in that it can be acquired at a reasonable cost and rate impact, bearing in mind the project’s beneficial contributions to Colorado’s energy security, economic prosperity, environmental protection, and insulation from fuel price increases….

6. WRA and CEO agree with Public Service that a targeted RFP does not preclude a proposed project from consideration pursuant to Section 123.  CEO cites Senate Bill 13-273 (SB13-273), in which the Colorado General Assembly directs the Commission to consider the benefits technologies make in mitigating the risk of wildfire, as further support to use a targeted RFP in this instance.  Southwest Generation and CIEA argue that a targeted solicitation should not be used, except in limited circumstances.
  WRA, CEO, and OCC all contend that any determination as to whether a particular resource is “cost effective,” “new,” and “clean” should be made on a case-by-case basis.

We agree with Public Service that “cost-effective” implementation pursuant to Section 123 requires that the Commission apply the enumerated statutory criteria to all of the facts and circumstances relevant to a particular proposed resource.  A 2 MW or less forest biomass project may be cost effective under Section 123 though it was selected through a targeted RFP, as opposed to a broader-based, non-targeted RFP.  Other types of projects may require broad-based, competitive bidding for resource acquisition.  In this instance, however, 

7. a  targeted approach for selection of a relatively small resource, which employs technology promoting the benefits of SB13-273, facilitates evaluation of a proposed project while also allowing us to consider the proposed project’s cost effectiveness fully according to the statutory criteria.  
8. By this Decision, we do not predetermine whether any particular resource is “new,” “clean,” or “cost effective” for the purpose of Section 123.  Such determinations shall be considered on a case-by-case basis. 
C.
Recovery of Costs from Retail Ratepayers Only 

9. Public Service states that “[d]epending on how the PPA payments under the ultimate PPA are structured, [it] may not be able to recover the cost of the PPA resource under [its] wholesale fuel clause… .”  It therefore requests that the Commission determine that all resulting PPA costs can be recovered from retail ratepayers.  No party, with the exception of OCC, states a position on this request.  OCC opposes it, arguing that all customers should pay for a qualifying project.   
10. A determination as to cost recovery from retail ratepayers is premature.  The method of PPA cost recovery may affect the Commission’s ultimate determination of the proposed resource’s cost effectiveness.  We therefore decline to make a determination on this request at this time. 
II. ORDER

A. The Commission Orders That:

1. In response to the Petition for Declaratory Order filed on May 20, 2013, by Public Service Company of Colorado (Public Service), we find that, in this instance, selection through a targeted request for proposals process does not preclude the Commission from finding that the resource described by Public Service in its Petition is cost effective under § 40-2-123(1), C.R.S.
2. Consistent with the discussion above, we decline to make a determination at this time of whether Public Service is authorized to recover all costs of a 2 MW or less forest biomass project from its retail ratepayers. 

3. The 20-day period provided 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 Decision. 
4. This Decision is effective on its Mailed Date.
B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
September 11, 2013.
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� Verified Petition, at ¶¶ 3-5, pages 4-5.


� Id., at ¶ 9, page 7.


� Id., at ¶¶ 8-9, pages 6-8, citing § 40-2-123(1)(a), C.R.S.


� In the Matter of the Application of Public Service Company of Colorado for Approval of its 2011 Electric Resource Plan, Proceeding No. 11A-869E, Decision C13-0094, issued January 24, 2013, at ¶ 93.


� Southwest Generation states that a targeted RFP is “technically legal” but opposes its use unless the circumstances show it is “well justified.”  CIEA argues that, if a determination is made in this matter, it should be limited to small projects of 2 MW or less. 


� WRA also suggests various inquiries it believes would be helpful for “new” and “clean” considerations; by this Decision we decline to enter any rulings in response to WRA’s suggestions. 
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