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I. BY THE COMMISSION

A. Statement
1. This Decision addresses the applications for Rehearing, Reargument, or Reconsideration (RRR) to Decision No. C17-0316 (Phase I Decision). Consistent with the discussion below, we grant, in part, and deny, in part, the Application for RRR filed by Public Service Company of Colorado (Public Service or Company), and we deny the Application for RRR filed by the Colorado Office of Consumer Counsel (OCC).

2. This Decision approves Accion Group, LLC (Accion) as the Independent Evaluator (IE) for Phase II of this Proceeding.  We also approve the contract between Accion and Public Service for IE services, pursuant to 4 Code of Colorado Regulations (CCR) 
723-3-3612(b).

B. Discussion
3. The Phase I Decision, issued on April 28, 2017, approves, with modifications, Public Service’s plan to implement a competitive bidding process for acquiring resources to meet its projected resource need during an eight-year resource acquisition period (RAP) extending from 2016 through 2023.  The Phase I Decision also approves the process for evaluating bids in the competitive solicitation and establishes the modeling parameters, including inputs and assumptions, for the presentation and consideration of potential resource portfolios.  
4. In Phase II of this Proceeding, Public Service will issue its Requests for Proposals (RFPs), receive competitive bids and utility-owned proposals, and file a report no later than 120 days after the bids are received, in accordance with Rule 4 CCR 723-3-3613(d) (120-Day Report).  At the end of Phase II, the Commission will issue a final decision to approve, condition, modify, or reject the utility’s preferred cost-effective resource plan. Rule 4 CCR 723‑3-3617(c).
C. Public Service’s Application for RRR
1. Strategist Modeling Capabilities 
5. Paragraph 52 of the Phase I Decision states that Strategists’ capabilities to model coal-fired generation retirements as proposed by the Colorado Independent Energy Association (CIEA) is “unknown and potentially ‘fairly crude,’” citing testimony at hearing and the Company’s closing Statement of Position.

6. Public Service states in its Application for RRR that, while the Company supports the Phase I Decision on this issue, it seeks clarification regarding the modeling capabilities of Strategist.  Public Service requests clarification that, if Strategist is used to select resources for early retirement by means of optimizing the portfolio model, its capabilities are indeed “fairly crude” as stated in the Phase I Decision.  However, if an early retirement scenario is developed manually prior to the optimization modeling (i.e., Strategist is not tasked with selecting which resources to retire), then Strategist is entirely capable of providing detailed analyses, just as it was used to model the Clean Air Clean Jobs Act retirements in Proceeding No. 10M-245E.
7. We agree with Public Service regarding the modeling capabilities of Strategist with respect to plant retirements, and we grant the Company’s proposed clarification. 

2. Annuity Backfilling 

8. Paragraphs 119-123 of the Phase I Decision require the Company to include the annuity method of extending bids beyond their contract expiration term at an equivalent bid price.  This modeling convention allows for modeling and comparisons between bid resources and utility proposals with unequal lives.  

9. Public Service seeks clarification on the approved application of the annuity method to utility-owned generation (UOG) bids in the Phase II analysis.  For any such UOG bids, Public Service proposes to model the annuity extension beyond the proposed useful life using only operations and maintenance (O&M) costs, arguing that the capital portion of the costs will have been recovered at the end of the plant’s useful life, as Public Service witness James Hill advocated in Rebuttal Testimony.

10. We deny Public Service’s proposed annuity modeling approach for UOG bids.  In the Phase I Decision, we approved the annuity method proposed by Staff of the Colorado Public Utilities Commission and CIEA in order to establish comparative information between Independent Power Producer (IPP) bids and UOG proposals.  The generation facilities associated with both the IPP bids and UOG proposals could be fully depreciated at the time when the annuity extension is applied.  Hence, applying the annuity price for an IPP bid, but applying only the O&M costs for the UOG bid, would inappropriately skew the comparison between the two generation options.  Further, as stated in the Phase I Decision, “Certain components of an older IPP facility also could be upgraded or replaced, warranting a longer extension of the facility while still maintaining a lower cost than an entirely new facility.”
  The potential for upgrading older facilities could apply equally to IPP or UOG facilities.  Therefore, modeling only the O&M costs for the UOG facility without providing for additional costs that may be required for a facility at the end of its anticipated useful life may not be reasonable.  Finally, as we stated in the Phase I Decision, “[T]he annuity extension is a proxy for possible low price future bids, and is not intended to represent a precise calculation of how that specific IPP facility will be used in a future market.”
  We conclude that it is not reasonable to draw a distinction for purposes of annuity modeling between IPP facilities and UOG facilities based on detailed differences that may or may not exist decades in the future. 

3. Flex Reserves 

11. The Phase I Decision approved Public Service’s 4 GW Expanded Flex Reserve Study for determining how much wind can be reliably added to the Company’s system, but denied the expansion of the study to 4.5 GW prior to Phase II.  Public Service does not seek RRR on the denial of the expanded 4.5 GW Flex Reserve Study; however, the Company seeks to strike paragraph 144 of the Phase I Decision that states:
Further, we are concerned that Public Service has largely presented the 4.0 GW Flex Reserves Study from an economic perspective through a witness with experience in Public Service’s trading group. We did not hear testimony from the Company’s operations and generation dispatch personnel, which is necessary to support findings that reliability in service will continue upon the acquisition of such substantial increments of additional wind energy resources.

12. Public Service argues that the Flex Reserve Study presents an evaluation concerning system reliability and was not an economic evaluation of incremental wind generation, as indicated in paragraph 144.  Further, integrating high levels of renewable energy resources into the Company’s generation portfolio is one of the primary responsibilities of Public Service witness Drake Bartlett in his position as a Senior Trading Analyst.  According to Public Service, Mr. Bartlett is an expert on operations and generation dispatch.

13. We grant Public Service’s request with respect to paragraph 144, in part. We deny the request to strike the entire paragraph, but in that paragraph, we strike the words “an economic perspective” and replace them with “a technical and theoretical perspective.”  
14. Public Service is correct that the Phase I Decision mischaracterizes the Company’s study as “economic.”  However, the intent of paragraph 144 is to communicate our concern that personnel who are primarily responsible for system reliability did not testify about the amount of wind that can be added to the Company’s system reliably based on the results of the Flex Reserve Study.  While Mr. Bartlett “has performed system dispatch and he is an expert on operations and generation dispatch,”
 he is not a manager of operations and generation dispatch personnel.  It appears that Mr. Bartlett is technically capable to evaluate the future impact of renewables on Public Service’s system.  However, it also is useful to receive testimony about the practical implications of adding incremental renewables to the system from operations and dispatch personnel who are primarily responsible for day-to-day system reliability.

4. Social Cost of Carbon (SCC)

15. The Phase I Decision requires Public Service to use a $0 value cost for carbon emissions in the base modeling for bid evaluation in Phase II.  The Company must also run three carbon cost sensitivities relative to the base model case.  Public Service does not seek RRR on this issue, but raises concerns about the sensitivity case using the SCC.

16. Public Service requests clarification that the quantification of the SCC and externality value set forth in Attachment RLF-1
 applies to this ERP proceeding only and does not set any precedent for the calculation of externality values in future proceedings. 

17. We grant the Company’s request in this instance to be clear that parties in future ERP and other proceedings will need to address fully the merits of quantifying and applying any proposed externality costs.
  
18. The Commission affirms its directives to run particular modeling sensitivities on the facts and circumstances in the record of each ERP case.  As with all Phase I decisions, our ruling on the SCC sensitivity is for this particular ERP proceeding only, based on the specific record in this case.  In this instance, the Commission found inclusion of the SCC sensitivity appropriate, as opposed to inclusion of SCC quantification in the base case or exclusion of the SCC altogether in modeling.  The Phase I Decision is clear that the specific quantifications included in this ERP are indeed fact-specific.

D. OCC’s Application for RRR
1. Energy Savings from Integrated Volt-VAr Optimization

19. OCC requests that the Commission require Public Service to adjust the forecast need in Phase II to account for the demand reduction resulting from the Integrated Volt-VAr Optimization (IVVO) project if it is approved by the Commission in Proceeding 16A-0588E.

20. We deny this request.  The Commission considered the potential impacts of IVVO on the level of future resource need during the RAP and determined that a two-scenario approach (i.e., a zero level need and an updated, but unadjusted, level of need) was reasonable for addressing the uncertainty surrounding potential load impacts from IVVO in combination with other potential factors.  The OCC’s request also fails to cure the evidentiary deficiencies cited in paragraph 43 of the Phase I decision with respect to the IVVO impacts. 

2. Use of the Surplus Capacity Credit in an Alternate Resource Portfolio

21. In Paragraph 47 of the Phase I Decision, the Commission allows Public Service to present in its 120-day report an alternate portfolio that includes additional resources in excess of the calculated resource need.  The Company must show that the alternate resource portfolio benefits customers over the Planning Period.  
22. In paragraph 106 of the Phase I Decision, we approve a Surplus Capacity Credit for up to 100 MW in excess of the resource need at a rate of $2.79/kW-month for four months of each year within the RAP and for 12 months of each year beyond the RAP, based on the cost of a generic combustion turbine.

23. The OCC requests clarification regarding the relationship between the alternative portfolio in paragraph 47 and the Surplus Capacity Credit in paragraph 106.  Specifically, OCC asks the Commission to specify that the benefits to customers required for the alternate portfolio in paragraph 47 must be calculated using the Surplus Capacity Credit approved in paragraph 106. 

24. We deny this request.  The alternative portfolio in paragraph 47 and the Surplus Capacity Credit in paragraph 106 represent entirely different concepts, such that the benefit calculations for the alternate portfolio should not be limited to the Surplus Capacity Credit calculations.  
25. As we stated in the Phase I Decision, the Commission prefers to consider resource acquisitions in an ERP context.  If Public Service can justify the acquisition of resources in excess of the resource need specified for the 8-year RAP, the Company may make such a presentation in its 120-day report.  

E. Approval of Independent Evaluator

26. On May 19, 2017, Public Service Company of Colorado filed a Notice of Filing Proposed Independent Evaluator and Request for Contract Approval Pursuant To Rule 3612(b).  

27. We approve Accion as the IE for Phase II of this proceeding and approve the filed contract between Accion and Public Service pursuant to Rule 4 CCR 723-3-3612(b).
II. ORDER

A. It Is Ordered That:

1. The Application for Rehearing, Reargument, or Reconsideration to Decision No. C17-0316 filed by Public Service Company of Colorado (Public Service) on May 18, 2017, is granted, in part, and denied, in part, consistent with the discussion above.
2. The Application for Rehearing, Reargument, or Reconsideration to Decision No. C17-0316 filed by the Colorado Office of Consumer Counsel on May 18, 2017 is denied. 
3. The request in the notice filed by Public Service on May 19, 2017 to approve Accion Group, LLC (Accion) as the Independent Evaluator for Phase II of this Proceeding is granted.

4. The request in the notice filed by Public Service on May 19, 2017 to approve the contract between Accion and Public Service pursuant to 4 Code of Colorado Regulations (CCR) 723-3-3612(b) is granted.  
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 Decision. 

6. This Decision is effective upon its Mailed Date.
B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
June 7, 2017.

	(S E A L)

[image: image1.png]



ATTEST: A TRUE COPY


[image: image2.wmf] 

 

 


Doug Dean, 
Director
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JEFFREY P. ACKERMANN
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________________________________


WENDY M. MOSER
________________________________

Commissioners



� Corrected Revised Rebuttal Testimony of James F. Hill (Hr. Ex. 4), at 40:3-10 (filed Jan. 30, 2017)


� Phase I Decision paragraph 125.


� Phase I Decision paragraph 125.


� Public Service RRR, paragraph 16.


� Hearing Exhibit 26, Att. RLF-1.


� Commissioner Wendy M. Moser joins in the Commission’s decision to grant clarification.


� Commissioner Wendy M. Moser did not join in the conclusions and findings in Decision No. C17-0316 with respect to the SCC, stating that she found no evidence in the record to support the use of the SCC in this ERP proceeding. 
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