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I. BY THE COMMISSION

A. Statement

1. The Commission issued Decision No. C13-0094 (Phase I Decision) in this proceeding on January 24, 2013.  By that decision, the Commission approved, with modifications, the Electric Resource Plan (ERP) filed by Public Service Company of Colorado (Public Service or the Company) on October 31, 2011.  The Phase I Decision approved an 
all-source competitive solicitation to fulfill the Company’s electric generation needs during the approved Resource Acquisition Period extending through 2018.  It also prescribed a process, in conjunction with the ERP Rules, 4 Code of Colorado Regulations (CCR) 723-3-3600 et seq. of the Commission’s Rules Regulating Electric Utilities, for bid evaluation and resource selection in Phase II.  

2. On September 9, 2013, Public Service filed its 2013 All Source Solicitation 
120-Day Report (120-Day Report) pursuant to the Phase I Decision.  Public Service seeks Commission approval to implement its preferred portfolio of resources as set forth in the 
120-Day Report and to acquire other resources as the Commission determines to be in the public interest.  

3. The Independent Evaluator filed its comments to the 120-Day Report on October 9, 2013.  The following parties also filed comments on the 120-Day Report on October 24, 2013: Staff of the Colorado Public Utilities Commission (Staff); EnCana Oil & Gas (USA) and Noble Energy, Inc. (collectively, the Gas Producers); Colorado Independent Energy Association (CIEA); Climax Molybdenum Company and CF&I Steel (Climax and CF&I); Southwest Generation Operating Company, LLC (SW Generation); SolarReserve, LLC (SolarReserve); Colorado Energy Office (CEO); Office of Consumer Counsel (OCC); Western Resource Advocates (WRA); Interwest Energy Alliance (Interwest); Colorado Solar Energy Industry Association (COSEIA); and the City of Boulder (Boulder).  

4. On November 8, 2013, Public Service filed a response to the comments.

5. By this Decision, the Commission approves a “cost-effective resource plan”, authorizing Public Service to acquire a designated combination of resources to meet a projected capacity need in 2018. See 4 CCR 723-3-3602(c).  We approve Public Service’s preferred resource portfolio (Portfolio 16 in the 120-Day Report), with minor modifications.  We also set forth specific requirements for the Company’s 2015 ERP filing, require Public Service to develop a report on energy storage on its system, and require the Company to file certain material in the 120-Day Report in its next transmission plan filing, as explained below.

B. Background
6. Pursuant to § 40-2-123(1), C.R.S., the Commission gives the fullest possible consideration to cost-effective implementation of new clean energy and energy-efficient technologies in its consideration of generation acquisition for electric utilities.  Resources are solicited specifically to advance the goals of § 40-2-123(1), C.R.S., and the Commission determines whether bids satisfy the statutory criteria as “Section 123” resources.  

7. Phase II of Public Service’s ERP proceeding represents another important occasion for the Commission to consider and approve acquisitions of clean energy and energy efficient resources.  To date, the Commission has approved the Company acquisition of 2,172 MW of wind energy, approximately 86 MW of utility-scale solar resources, and over 140 MW of onsite solar from about 12,800 installations.  The Commission also has authorized energy efficiency programs resulting in cumulative demand reductions well in excess of statutory requirements.

8. Dramatic decreases in wind and solar bid prices since the beginning of 2013 create opportunities for the Commission to consider additional acquisitions of clean energy and energy efficient technologies.  When the Commission issued the Phase I Decision, it found little, if any, evidence in this proceeding that opportunities would arise for the Company to acquire additional renewable resources before the Company filed its next ERP in October 2015.  However, after the Commission adopted the Phase I Decision, Congress extended federal Production Tax Credits (PTCs) for wind resources.  In response, Public Service requested leave to solicit additional wind resources within this Phase II process to take advantage of favorable pricing tied to the temporary extension of the PTC.  The Commission granted Public Service’s request.

9. By Decision No. C13-1267, issued October 9, 2013, the Commission approved 450 MW of additional wind resources at unprecedented low bid prices.  These wind contracts are expected to result in $231 million of cost savings from the displacement of fuel and variable operating costs of other generation on Public Service’s system under the base bid evaluation assumptions we approved in Phase I.  

10. Public Service’s 120-Day Report also explains that solar photovoltaic (PV) bidders have taken advantage of significantly reduced prices of panels and federal Investment Tax Credits (ITCs).  For the first time in Colorado, bids for PV Solar would create a reduction in customer costs as part of a least-cost resource portfolio.
C. Public Service’s Preferred Resource Portfolio (Portfolio 16)
In its 120-Day Report, Public Service presents its preferred resource portfolio (Portfolio 16) and requests the Commission approve the following: the acquisition of 450 MW of wind, W013 and W023a (which provides 56 MW of capacity at system peak beginning in 2015);
 continued operation of Cherokee 4 on natural gas;
 retirement of Arapahoe 4;
 authorization to enter Purchase Power Agreements (PPAs) with two natural-gas fired facilities owned and operated by Independent Power Producers (IPPs), G003 and G008a, for a total of 

11. 317 MW of gas-fired capacity; and the acquisition of 170 MW of PV solar capacity, SP01 and SP09 (which provides 83 MW of capacity beginning in 2017).  Public Service requests that the Commission allow the Company to acquire capacity beyond the level required within the Resource Acquisition Period due to the low cost of bids received and the need for capacity in 2019.  Public Service notes that the present value of revenue requirements (PVRR) of Portfolio 16 is less than the PVRR of portfolios that include only natural gas-fired resources.  The 120-Day Report further illustrates that Portfolio 16 is not the least-cost portfolio presented under the base gas forecast, as the lowest PVRR is associated with a portfolio that includes more PV solar capacity than the Company’s preferred plan.

12. With respect to Section 123 resources, Public Service presented four bids in detail in its 120-Day Report: two solar thermal with storage bids, SC01 and SC02; one gas-fired carbon capture bid, G004; and one smaller-scale battery bid, EC01.  Public Service requests that the Commission not approve any of the Section 123 bids, stating that none are cost effective.  The Company asserts that the bids are not priced reasonably in comparison with commercially available technology bids.  

D. Overview of Party Comments
13. Staff and the OCC provide alternatives to the gas-fired generation resources in Public Service’s preferred portfolio.  Although Staff recommends approving the gas resources in Public Service’s preferred portfolio, it provides an alternate assessment.  This assessment demonstrates how alternate resources fit the timing of Public Service’s 2018 capacity needs better than those in the Company’s preferred portfolio.  OCC disagrees with Public Service's recommendation to retire Arapahoe 4 and instead proposes to replace G008a with Arapaho 4 and an additional 50 MW of PV solar, asserting that the lower overall capacity and low‑cost resources will reduce the PVRR from Public Service’s preferred portfolio by $46 million from 2014 to 2023.   

14. SW Generation recommends acquiring bid G006 instead of G003. SW Generation asserts that the capacity resources will likely have a much higher load factor, warranting the approval of G006 because it is more efficient and cheaper than G003.  

15. Regarding Section 123 resources, CEO, WRA, Interwest, and Boulder encourage the Commission to consider the broad benefits of Section 123 projects, generally asserting that Public Service did not adequately include such benefits in the evaluation of the Section 123 projects presented.  SolarReserve asserts, among other arguments, that Public Service “fails to give due consideration to the Section 123 statutory ‘beneficial contributions’… .”
  Further, SolarReserve claims that Public Service improperly modeled its bids in low-value conditions thereby under-valuing them.  SW Generation also contends that Public Service did not model its proposed Section 123 resource G004 in a fair and thorough manner.  SW Generation suggests that the Section 123 bids should be modeled against other baseload options considering 
long-term carbon costs, fuel costs, and other risks.

16. Staff does not contest the approval of the two PV solar bids recommended by Public Service but provides additional analysis for Commission consideration. Staff provides an analysis demonstrating that the modeled surplus capacity credit and the Gas Price Volatility Mitigation (GPVM) adder play a significant role in the long-term cost effectiveness of these resources.    
17. Climax and CF&I recommend that the Commission approve no solar bids.  They argue that the PV solar bids show meager savings in the long run and higher costs to customers in the short-term.  The Gas Producers recommend that the Commission approve only one solar PV project as being cost effective, asserting that low gas prices better represent current and reasonably foreseeable market conditions, and that acquiring only one of the two projects, but not both, would place ratepayers at less risk of further increasing the Renewable Energy Standard Adjustment deficit.  
18. In contrast, OCC, Interwest, WRA, and COSEIA recommend approving all three PV solar bids for a total of 220 MW.  They argue that the three bids are part of the lowest cost resource portfolio. WRA and Interwest also recommend that the Commission approve continuing negotiations for the Section 123 solar thermal with storage bids to explore whether the federal ITC at 30 percent can be secured.

E. Capacity Concerns 
19. Boulder recommends that the Commission reduce Public Service’s overall capacity requirements in light of its municipalization efforts.  In its reply comments, Public Service disagrees, asserting that Boulder has not officially altered its status to date and therefore the Company remains obligated to serve its entire electric load, including Boulder.

20. We deny Boulder’s recommendation to reduce Public Service’s capacity requirements to be met through its all-source solicitation.  As discussed in the Phase I Decision, Public Service proposed a short Resource Acquisition Period in part due to the uncertainties associated with the potential Boulder municipalization.
  We also agree with Public Service that Boulder has not established a municipal utility, and until it does the Company must be prepared to serve its entire load.  
F. Section 123 Resources
21. As discussed above, Public Service presents four Section 123 bids in its 
120-Day Report, but asserts that none of these bids are cost effective within the meaning of 
§ 40-2-123, C.R.S.

22. We agree and deny the proposed Section 123 projects as not being cost effective. We recognize that it was difficult for such resources to demonstrate cost effectiveness in comparison to other resources in this all-source solicitation, because the resource need is relatively small, conventional wind and solar bidders offered record low prices, and natural gas costs and bids for certain existing capacity resources are low.  Also, the substitution of any of the Section 123 resources into the preferred portfolio would not be cost effective, because each of their associated costs is far more expensive than the costs of any of the traditional technologies available in this solicitation.  The benefits these proposed resources are expected to provide do not justify their higher costs. 

23. Two Section 123 solar thermal bids with storage were proposed in the San Luis Valley.  In its comments, SolarReserve disclosed publicly that SC01 is its 75 MW bid and SC02 is its 50 MW bid.  Public Service states that the incremental costs to customers for these bids as compared with Public Service's preferred portfolio is about $45 million per year for 25 years, or a PVRR increase of $338 to $359 million under the base assumptions approved in the Phase I Decision.  Under high gas price and high carbon cost assumptions, these incremental costs decrease, but only slightly.

24. We find that Public Service provided a fair and thorough analysis of bids SC01 and SC02.  Although there may be societal benefits of SC01 and SC02, the incremental cost of $45 million per year is not reasonable.  With respect to the recommendations from Interwest and WRA that the Commission require Public Service to continue negotiations with SolarReserve in case the 30 percent federal ITC is extended, we agree with Public Service that it is impractical to continue negotiations for an unapproved bid that cannot serve as a back-up bid.   

25. Public Service states that the incremental costs for the gas-fired carbon capture bid G004, compared with the Preferred Portfolio is about $120 million per year for 20 years, or a PVRR increase of $825 million under base assumptions approved in the Phase I Decision.  Under low gas price and high carbon cost assumptions, these incremental costs decrease, but again only slightly.  SW Generation argues that Public Service did not model G004 in a fair and thorough manner, and asserts that Public Service’s comparison of G004 with inexpensive, 
low-value capacity is inappropriate.  SW Generation argues that G004 should be modeled against other baseload options considering long-term carbon fuel and other risks. 

26. We find that Public Service evaluated G004 in a fair and thorough manner.  Public Service modeled G004 against the resources that were proposed in the all-source solicitation, consistent with the requirements in the Phase I Decision.  While G004 might have compared more favorably if Public Service required baseload capacity resources, the Company’s modeling demonstrated that peaking resources are required at this time.

27. One smaller-scale battery storage bid EC01 was also proposed.  Public Service states that this bid adds only $26 million PVRR over the preferred portfolio due to its small size and short PPA duration.  However, the capacity price for EC01 is 8 to 20 times higher than capacity offered by other conventional gas-fired bids.

28. While we do not approve this smaller-scale battery storage bid, we find that additional investigation into options for additional storage on Public Service’s system is warranted.  Public Service may be reaching the limits of the flexible resources on its system for the integration of intermittent resources and voltage optimization, and the storage of intermittent energy may become more important in the future.  We therefore require Public Service to investigate potential storage options for its electric system and present in a new proceeding a report to the Commission within nine months of the effective date of this Decision.  The report should address various available storage technologies and how they could be used to reduce costs and increase the reliability of the system with increasing intermittent generation resources.  
G. Gas-Fired Resources
29. The OCC disagrees with Public Service's recommendation to retire Arapahoe 4 and instead recommends that the Commission require the Company to continue running the facility on natural gas to reduce costs in the 2014 to 2023 timeframe. The OCC also proposes to replace G008a with Arapahoe 4 and an additional 50 MW of PV solar.  In response, Public Service asserts that the OCC’s proposal will not meet the 717 MW of capacity need during the Resource Acquisition Period and notes that Arapahoe 4 is less flexible and less efficient than G008a. 
30. Staff also provides an analysis of alternatives to Public Service’s preferred portfolio, demonstrating the effect of replacing G008a with G010 and G006a.  Although Staff recommends approving the gas resources in Public Service’s preferred portfolio, its assessment  demonstrates how G010 and G006a fit the timing of Public Service’s 2018 capacity needs better than G008a.  While Staff’s alternative scenario avoids extra costs when the capacity of G008a is not needed in the first few years of the Resource Acquisition Period, Staff recognizes that Public Service’s preferred portfolio contains lower cost bids, resulting in similar long-term PVRRs.   
31. SW Generation recommends acquiring bid G006 instead of G003 and asserts that the capacity resources evaluated by Public Service will likely have a much higher load factor than depicted in Public Service’s model.  SW Generation also argues that Public Service’s Strategist modeling does not provide an accurate analysis of costs.  SW Generation modeled G006 and G003 using alternative modeling software to Strategist and argues that this analysis indicates G006 is cheaper than G003.  In its response, Public Service asserts that the Strategist analysis, based on methodology approved in Phase I, is the proper analysis to use in Phase II.  

32. We approve bids G008a and G003.  We agree with Public Service that G008a provides better flexibility, efficiency, and long-term cost savings compared to the other available options.  We also agree with Public Service that G003 is cheaper than G006, as indicated by the Strategist analysis.  Further, the levelized capacity costs in Figure 2 of the 120-Day Report indicate that the normalized capacity pricing of G003 is lower than G006a by a significant amount.  

33. We also approve the retirement of Arapahoe 4.  Continued operation of the facility is not warranted given the opportunity for Public Service to acquire more flexible replacement capacity at a potential savings to customers. 

H. Solar PV Resources
34. This Phase II presents a landmark opportunity to approve PV solar resources that provide a net savings to customers under base assumptions as approved in the Phase I Decision.  Therefore we approve the two PV solar resources in the Company’s preferred portfolio, SP09 (in the San Luis Valley) and SP01 (outside of the San Luis Valley), totaling 170 MW. 

35. While we recognize, based largely on Staff’s analysis, that the capacity surplus and forecasted gas prices cause these resources to produce a net cost to customers for the first few years, the projected savings over the term of the two contracts are significant and more than offset these costs.  Further, the bids take advantage of the federal 30 percent ITC, and they provide geographic diversity.  Their single-axis tracking mechanisms provide significant capacity benefits compared to fixed-panel PV solar facilities.

36. In response to the suggestion put forward by CEO, WRA, and COSEIA, SP12 may be considered as a back-up bid to both SP09 and SP01.  Public Service may continue negotiations with SP12 only as a back-up bidder in case either of the approved bids fail.  
We find that no other form of contingency plan is necessary at this point. 

I. Future ERP Issues

37. In their comments on the 120-Day Report, Staff and CIEA assert that Public Service improperly implemented the annuity tail comparison as required in the Phase I Decision, diminishing the effects of this lower “bookend” approach.  They recommend requiring Public Service to use a more traditional annuity method that extends the levelized annual price of the IPP during the entirety of its initial term in future competitive solicitations.  

38. Staff also asserts that Public Service used filler capacity adjustments for Strategist modeling because of limitations in its generic expansion plan containing only large resources.  Staff contends that, instead of using filler adjustments, the Company should have restructured its generic expansion plan.   

39. Staff further raises concerns about the application of a surplus capacity credit in this bid evaluation.  Staff states that its analysis establishes that the combination of price and the upper bound placed on the surplus capacity credit provided a great deal of variability in the size of the portfolios created.  Staff also states that any model benefits associated with the GPVM adder are speculative, and the GPVM adder should be reconsidered in future resource planning proceedings.

40. In its comments, WRA recommends calculating the benefit of highly flexible resources in a detailed manner in future renewable integration studies.  It also recommends that the Commission require a sensitivity case assuming high carbon costs for all portfolios in future ERP modeling.

41. We find that additional analysis of all of these issues is warranted.  We therefore require Public Service to address each of them in its next ERP plan filing with sufficient detail so that the Commission and parties understand the Company’s position and the parties can respond through testimony in the Phase I ERP process.  With respect to the annuity tails, we direct Public Service to present in its next ERP, at a minimum, the more traditional annuity method as discussed by CIEA on how this approach should be implemented in modeling.

J. Transmission

42. Decision No. C13-0917-I, issued on July 29, 2013, directed Public Service to address specific questions related to transmission issues raised in this ERP proceeding in its 
120-Day Report.  

43. In light of the upcoming filing deadlines under the Commission’s Transmission Planning Rules, 4 CCR 723-3-3625 through 3627, we find that it would be beneficial for parties to address these issues in the Company’s transmission planning proceeding set to begin on February 1, 2014.  We therefore direct Public Service to file in that proceeding a document containing both the Commission questions in Decision No. C13-0917-I and the Company’s corresponding responses on pages 98-104 of its 120-Day Report.

K. Requests Not Explicitly Addressed
44. Various other concerns and suggestions were raised by parties in addition to the issues explicitly addressed in this Decision.  For the purposes of this ERP, we find that it is not necessary to address each of these items.  Any request not addressed in this Decision is denied.  
II. ORDER

A. The Commission Orders That:

1. The selected resources in Portfolio 16, as presented in the 120-Day Report filed by Public Service Company of Colorado (Public Service) on September 9, 2013, are approved, consistent with the discussion above.  Public Service shall pursue this cost-effective resource plan with further due diligence and contract negotiations.  Public Service’s actions, consistent with this Decision, shall be presumed to be prudent at the time of cost recovery.
2. Photovoltaic Solar Bid SP12 shall serve as a back-up to bids SP01 and SP09, consistent with the discussion above.

3. Public Service shall prepare a report on potential storage options for its electric system and present it to the Commission in a new proceeding within nine months of the effective date of this Decision, consistent with the discussion above. 

4. In its next Electric Resource Plan filing pursuant to 4 Code of Colorado Regulations 723-3-3603 (CCR), due on October 31, 2015, Public Service shall address the issues raised by parties in their comments on Public Service’s 120-Day Report, consistent with the discussion above.   

5. Public Service shall include in its transmission plan filed under 4 CCR 
723-3-3627, a document containing the Commission questions in Decision No. C13-0917-I and the Company’s responses on pages 98-104 of its 120-Day Report, consistent with the discussion above.

6. To the extent requests are not addressed in this Decision, they are denied.

7. 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. 

8. This Decision is effective upon its Mailed Date.
B. ADOPTED IN COMMISSIONERS’ DELIBERATIONS MEETING
December 10, 2013.
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� See § 40-3.2-104(2), C.R.S.


� As explained above, the Commission has already authorized Public Service to acquire these wind resources by Decision No. C13-1267, issued on October 9, 2013.


� This plant was ordered in Proceeding No. 10M-245E to run on natural gas instead of coal pursuant to the Clean Air-Clean Jobs Act (CACJA).


� This plant was also ordered to begin operating on natural gas instead of coal pursuant to the CACJA in Proceeding No. 10M-245E.  


� SolarReserve Comments Regarding the 120-day Report, filed October 24, 2013, at p. 3. 


� See Phase I Decision paragraphs 43-48.
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