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I. BY THE COMMISSION

A. Statement

1. This Decision grants the request of 16 stipulating parties in this Proceeding
 
to allow Public Service Company of Colorado (Public Service or Company) to present for Commission consideration, a Colorado Energy Plan (CEP) Portfolio in Phase II of this Electric Resource Plan (ERP) proceeding. The CEP Portfolio will include sufficient new renewable energy resources and other resources, including natural gas-fired electric generation, to meet a future resource need created by the early retirement of two coal generation units, if so ordered by the Commission.
2. To support our consideration of the CEP Portfolio, we direct Public Service to develop and present additional resource portfolios and to model the CEP Portfolio, and certain other resource portfolios, using additional modeling requirements. Public Service shall present the CEP Portfolio and the additional required portfolios in its Phase II “120-Day Report” in accordance with the directives in this Decision.
 

3. Parties in this proceeding will have an additional opportunity to file comments on the portfolios presented in Public Service’s 120-Day Report pursuant to the Phase II process set forth in the Commission’s ERP Rules, 4 Code of Colorado Regulations (CCR) 723-3-3600, et seq.  At the conclusion of that process, by separate decision, the Commission will consider the portfolios presented and filings made in the Phase II process, in order to make its determination regarding a final cost-effective resource plan.

B. Background

4. On May 27, 2016, Public Service filed an Application for approval of its 2016 ERP pursuant to the Commission’s ERP Rules, Rule 3600, 4 CCR 723-3 et seq., which initiated Phase I
 of this ERP proceeding. In its Application, the Company sought approval of its 2016 ERP and the accompanying assumptions and studies. By Decision No. C16-0663-I, issued on July 15, 2016, the Commission set the Application for hearing and established the parties in this Proceeding.

5. After the filing of testimony, a public comment hearing on February 1, 2017, and an evidentiary hearing on February 1 through 6, 2017, the Commission issued its Phase I Decision on April 28, 2017 (Decision No. C17-0316). The Phase I Decision approved, 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 extending from 2016 through 2023. The Phase I Decision also approved the process for evaluating bids in the competitive solicitation and established the modeling parameters, including inputs and assumptions, for the presentation and consideration of potential resource portfolios in Phase II.

6. On June 15, 2017, the Commission issued Decision No. C17-0494 which addressed the applications filed by Public Service and OCC for Rehearing, Reargument, or Reconsideration (RRR) to Decision No. C17-0316. The Commission granted, in part, and denied, in part, the Application for RRR filed by Public Service and denied the Application for RRR filed by the OCC. In Decision No. C17-0494, the Commission also approved Accion Group, LLC (Accion) as the Independent Evaluator (IE) for the Phase II competitive solicitation and approved the contract between Accion and Public Service for IE services.
7. On August 29, 2017, Public Service filed the Stipulation along with a Joint Motion to Approve Stipulation.  
8. On August 30, 2017, Public Service issued requests for proposals in its all-source solicitation in accordance with the competitive bidding process approved in the Phase I Decision.

9. By Decision No. C17-0730-I, issued September 6, 2017, we established an additional notice and intervention period in this Proceeding.

10. By Decision Nos. C17-0796-I, C17-0823-I, and C17-1086-I, we granted additional interventions. With these additional interventions, the following are parties in this Proceeding:  Public Service; Staff; OCC; CEO; Boulder; Climax; CEC; CIEA; COSEIA, Interwest; Invenergy, LLC; Southwest Generation Operating Company, LLC; Rocky Mountain Environmental Labor Coalition and Colorado Building and Construction Trades Council, 
AFL-CIO; Vote Solar; WRA; Holy Cross Electric Association, Inc. (Holy Cross); Yampa Valley Electric Association, Inc. (YVEA); Intermountain Rural Electric Association (IREA), and Grand Valley Rural Power Lines, Inc. (GVRPL); International Brotherhood of Electrical Workers, Local No. 111 (IBEW Local No. III) and Sustainable Power Group, LLC (sPower);  Tri-State Generation and Transmission Association, Inc. (Tri-State); CF&I Steel, L.P., doing business as Evraz Rocky Mountain Steel (Evraz); Pueblo County; Board of Water Works of Pueblo, Colorado; City and County of Denver; Aspen Skiing Company (Aspen), Protect Our Winters (POW), and Intrawest Resort Holdings; Sierra Club; Environmental Defense Fund (EDF); Coalition of Ratepayers (Ratepayer Coalition or Coalition); the Colorado Department of Public Health and Environment—Air Division (CDPHE); and Pueblo’s Energy Future. 

By Decision No. C17-0796-I, issued September 28, 2017, we established the scope for the additional proceedings related to the Commission’s consideration of the Stipulation and required Public Service to submit Supplemental Direct Testimony. We explained that the 

11. purpose of requiring the Company to provide additional information on costs, modeling assumptions, and calculation methods was to allow the parties in this Proceeding to investigate and potentially challenge this information at hearing, and to allow the Commission to be in a position to make its determinations on these issues prior to the Phase II modeling and the eventual filing of the 120-Day Report. In addition, Decision No. C17-0796-I indicates that the issues already addressed in Phase I of this Proceeding shall not be re-litigated as part of the process for consideration of the Stipulation. Footnote 14 on page 14 of the decision specifically states: 
We expect that Decision Nos. C17-0316 (the Phase I Decision) issued April 28, 2017 and C17-0494 (Decision Addressing RRR to Phase I Decision) issued June 15, 2017 address most of the modeling procedures, costs, assumptions, 
and calculation methodologies that will be used in Phase II for bid evaluation 
and selection[,] even with the potential addition of the CEP Portfolio. As 
stated elsewhere in this Decision, these previously reviewed items will not be 
re-litigated in the consideration of the Stipulation, unless a change is required for the consideration of the CEP Portfolio.
12. By Decision No. C17-0823-I, issued October 11, 2017, we adopted a procedural schedule for the consideration of the Stipulation, including a November 28, 2017 filing deadline for the Supplemental Direct Testimony from Public Service, and related discovery procedures.

13. On November 28, 2017, Public Service received bids to its all-source competitive bid solicitation.

14. We conducted a public comment hearing on the Stipulation on December 7, 2017, in Pueblo, Colorado, where the Comanche 1 and Comanche 2 coal units that Public Service would retire as part of the CEP Portfolio are located.

15. By Decision No. C17-01086-I, issued December 28, 2017, we set February 7, 8, and 9, 2018 as the dates for the evidentiary hearing on the Stipulation.

16. On December 28, 2017, Public Service filed its “30-Day Report” describing bids received in response to its all-source competitive bid solicitation. 

17. By Decision No. C18-0051-I, issued January 19, 2018, we granted Public Service’s request for authorization to allow a “bid affirmation and refresh process” that required all bidders to either affirm or update bid prices based on the Federal Tax Cut and Jobs Act of 2017 (TCJA) and/or the Suniva/SolarWorld trade case.  

18. On February 1, 2018, we conducted a second public comment hearing on the Stipulation in Denver, Colorado.

19. We conducted the evidentiary hearing on February 7, 8, and 9 as scheduled.  Hearing Exhibits 76
 through 97, 99E through 126, 128, 129, and 131 were offered and admitted into the evidentiary record. Hearing Exhibit 127 was admitted into the record for administrative notice. Hearing Exhibits 98 and 130 were neither offered nor admitted.

20. Post-hearing statements of position (SOPs) were timely filed on February 21, 2018 by: Public Service; Staff; Evraz; Vote Solar; CEC; the Coalition; CEO; Tri-State; WRA; IREA; Holy Cross, YVEA, and GVRPL, jointly (Joint Co-ops); Interwest; CDPHE; Boulder; OCC; Sierra Club; EDF; CIEA; and Climax.

21. On March 1, 2018, Public Service filed an update to its 30-Day Report describing the “refreshed bids” authorized by Decision No. C18-0051.
C. Terms of the Colorado Energy Plan Stipulation
22. The Stipulation does not seek Commission approval of the CEP Portfolio. Rather, if the Commission allows the CEP Portfolio to be considered, then the Company, based on bids received in the competitive bidding process, will seek to construct a portfolio of generation resources that will keep customers neutral or result in savings for customers on a present value basis.

23. If the Company can meet this high burden,  the Stipulation would allow Public Service to present the CEP Portfolio, with the early retirement of Comanche units 1 and 2, for approval as part of the Phase II analysis in this ERP proceeding.  

24. As a proposed component of the CEP Portfolio, Public Service voluntarily proposes to retire Comanche 1 no later than the end of 2022 (325 MW) and Comanche 2 no later than the end of 2025 (335 MW).  

25. The Stipulation proposes that the CEP Portfolio be presented to the Commission in Phase II, in addition to the portfolios required in the Phase I Decision, which requires Public Service to present portfolios to meet a zero need case and an approximate 450 MW
 need case. The overall system need presented in the CEP Portfolio(s) will be:  (1) 775 MW
 to replace the capacity of Comanche 1; and (2) 1,110 MW
 to replace the capacity of Comanche 1 and 2. The Stipulation requires Public Service to present the 775 MW need portfolio, but leaves it to Public Service’s discretion whether to present the 1,110 MW need portfolio.

26. If the Commission grants the Stipulating Parties’ request to include the CEP Portfolio in Phase II, Public Service will model the CEP Portfolio, based on bids received in the ERP competitive bidding process. The Company will compare the costs of the CEP Portfolio against a baseline portfolio,
 where Comanche 1 and 2 are not retired early, to determine 
the cost-effectiveness of the CEP Portfolio. If the CEP Portfolio keeps customers “neutral” 
or results in savings for customers on a present value basis, Public Service will present the CEP Portfolio(s) in its ERP Phase II 120-Day Report.  

27. As part of any CEP Portfolio approved in Phase II of this ERP, the Stipulation includes provisions specifying that the Company will own a proportion of the new utility resources acquired to fill the resource need. Of the resources included in the CEP, Public Service will own a target of 50 percent of the nameplate capacity of all eligible energy (i.e., renewable) resources. The Company will also own a target of 75 percent of the nameplate capacity of all dispatchable resources, such as natural gas-fired generation, and semi-dispatchable resources, such as storage, acquired to fill the resource need. If the present value savings of a CEP Portfolio with reduced utility ownership targets saves more than $50 million over the CEP Portfolio, then the Company will also include in the 120-Day Report, the presentation of a Materially Less Expensive Portfolio (MLEP) with reduced ownership requirements. If the CEP Portfolio presents savings less than $50 million, then the Company will also present a least-cost portfolio without ownership target restrictions, to assist parties in determining whether to advocate for the CEP Portfolio.  

28. Under terms of the Stipulation, Public Service proposes to accelerate the depreciation expense for both Comanche 1 and 2 in a separate proceeding.
 Public Service would seek approval of adjustments to the depreciation schedules of these units to align with the new retirement dates and to alter the cost recovery of the associated depreciation expenses to align with a reduction of collection through the Company’s Renewable Energy Standard Adjustment (RESA). As explained in the Stipulation, in the separate proceeding, the Company further proposes to:  (1) reduce RESA collections from the present 2 percent to approximately 1 percent (but not less than 1 percent); (2) establish a regulatory asset for the accelerated depreciation; and (3) use the dollars that otherwise would have been collected through the RESA to offset payments for that regulatory asset. 

29. Also under the terms of the Stipulation, the Stipulating Parties propose that the Company will bring forward separate applications for Certificates of Public Convenience and Necessity (CPCNs), including a CPCN application for authority to construct a new switching station on the southern transmission system in Energy Resource Zone‑5 remote from the Comanche Substation. 
D. Presentation of the Colorado Energy Plan Portfolio
30. In the Phase I Decision, the Commission directed Public Service to develop two resource need scenarios for the purpose of presenting portfolios in its 120-Day Report in Phase II. The first scenario was a zero-need (i.e., 0 MW) case and the second was based on an updated demand forecast (now a 450 MW scenario). The Commission also permitted Public Service to present in its 120-Day Report an alternative portfolio that may include additional resources in excess of the calculated resource need, conditioned on a showing that the portfolio provides benefits to customers over the planning period extending from 2016 through 2054.
31. The primary issue raised by the proposal to present the CEP Portfolio in Phase II is whether such a resource portfolio is cost-effective. It is not possible for the Commission to determine a priori whether this is the case, since any determination of the cost-effectiveness of a CEP Portfolio necessarily will require consideration of actual bids. However, in its testimony in support of the Stipulation, Public Service presents illustrative modeling, as is commonly done in Phase I of an ERP proceeding, to demonstrate a plausible case that the CEP Portfolio will be cost-effective using hypothetical bid prices.

32. In its Supplemental Direct Testimony, Public Service further presents detailed illustrative analyses to support the Company’s claim that the CEP Portfolio is economically justified under a base pricing assumption of $20/MWh for wind electric generating resources and $30/MWh for solar electric generating resources. (The median bid prices for such resources as received in response to the all-source competitive solicitation were $19.30/MWh for wind and $30.96/MWh for solar.
) The Company asserts that this illustrative analysis shows present value savings of $285 million under the annuity method and $76 million using the replacement method, both as compared to the baseline portfolio. Public Service points out that the bidding community showed up in force, offering approximately 430 bids in response to the all-source competitive solicitation. Public Service takes the position that the robust bid pool presents an opportunity to acquire low-cost renewable energy resources to serve its customers.

33. Of the intervenors that become parties to this Proceeding after the Stipulation was filed, only the Ratepayer Coalition and IREA recommend that the Commission reject the Stipulation and not allow Public Service to present the CEP Portfolio in Phase II.
 However, both the Ratepayer Coalition and IREA provide a set of recommendations to modify the 
bid evaluation and selection modeling requirements in the event the Commission allows consideration of the CEP Portfolio in Phase II.  

34. We conclude that it is reasonable to allow Public Service to present for Commission consideration a CEP Portfolio in Phase II of this ERP proceeding. We agree to consider, when presented with actual bid costs, whether the early retirement of Comanche 1 and Comanche 2 will save customers money, as compared to the continued operation of those units until their existing retirement dates, as proposed in the Stipulation.  

E. Presentation of Additional Resource Portfolios 
35. Under the terms of the Stipulation, Public Service would present in its 120-Day Report only a limited set of additional portfolios of resources beyond what is required in the Phase I Decision.
36. With respect to modeling portfolios for the CEP Portfolio, the Stipulation states:

The targeted need in the 2016 ERP Phase II solicitation would be the need resulting from the Company’s updated demand forecast as ordered in the Phase I Decision[,] plus 325 MW resulting from Comanche 1 retirement for a targeted need of 775 MW. Depending upon the bids it receives in the Phase II solicitation, the Company would replace some, none, or all of Comanche 2 capacity with projects identified in this Phase II solicitation (i.e., up to 1,110 MW inclusive of the Comanche 2 capacity). Any portion of Comanche 2 capacity not filled in this Phase II competitive solicitation will be addressed in the 2019 ERP process.

In the 120-Day Report, the Stipulating Parties agree that the Company may present a single Colorado Energy Plan Portfolio to the Commission that satisfies the ownership percentage targets for both eligible energy resources and dispatchable and semi-dispatchable resources.  However, if another portfolio: (1) provides between forty (40) percent and sixty (60) percent utility ownership of eligible energy resources, (2) provides between sixty (60) and seventy-five (75) percent utility ownership of dispatchable and semi-dispatchable resources, and (3) is materially less expensive (more than $50 million on a present value basis estimated savings) than the Colorado Energy Plan Portfolio presented to the Commission, then the Stipulating Parties agree that the Company will also present the materially less expensive portfolio (“MLEP”) in the 120-Day Report.

If the Colorado Energy Plan Portfolio is projected to result in savings of less than $50 million on a present value basis, the Company shall also make available the least-cost portfolio, without application of any ownership percentage targets, that meets the Colorado Energy Plan Portfolio need to assist parties in determining whether to advocate for the approval or disapproval of the Colorado Energy Plan Portfolio.

37. In Decision No. C17-0796-I requiring Supplemental Direct Testimony, we required Public Service to provide an explanation, basis, and justification for the ownership percentages proposed in the Stipulation.    

38. In the Supplemental Direct Testimony of Public Service witness David L. Eves,
 Public Service states that there are benefits associated with a generation resource mix that includes a balance of utility-owned resources and resources owned by independent power producers (IPPs), citing several Commission decisions addressing this utility/IPP ownership balance issue.
 Mr. Eves asserts that it is reasonable to condition the retirement of Comanche 1 and Comanche 2 on the satisfaction of certain ownership percentages targets and that this provision of the Stipulation is consistent with Commission and public policy. 

39. Mr. Eves states that the proposed ownership targets compare favorably to percentage targets used in the Company’s 2007 ERP (Proceeding No. 07A-447E), where a similar construct was used in Phase II. In the 2007 ERP, the Company proposed target ownership percentages of between 40 and 60 percent of new incremental generation and 100 percent 
of replacement capacity for coal-fired generation resources voluntarily proposed for early retirement. The Commission approved the use of “soft targets” for ownership, ultimately deferring the decision on actual ownership targets to its Phase II decision.
 However, Mr. Eves states that the firm targets are warranted here, because the Stipulation requires the CEP Portfolio to be “neutral” or to provide savings to customers, and the Company is voluntarily retiring its coal plants.  
40. Mr. Eves also asserts that there are unique benefits to IPPs from the way that the Stipulation is structured that will contribute to maintaining a vibrant IPP market in Colorado. For example, the Company has agreed not to propose any utility self-build resources other than for natural gas-fired resources in this ERP. Further the “materially less expensive portfolio” (MLEP) provision of the Stipulation provides flexibility in evaluating the CEP Portfolio and ensuring that the Commission can evaluate whether the CEP is the best option for customers. 
41. Under the terms of the Stipulation, parties propose Public Service present a single CEP Portfolio to satisfy its primary ownership targets. The Stipulation also contemplates two additional portfolios based on certain conditions. First, Public Service must provide an MLEP portfolio, with reduced ownership percentages, if the MLEP portfolio would save more than $50 million over the CEP Portfolio (i.e., $100 million total savings if the CEP Portfolio saves $50 million). In addition, the Stipulation requires Public Service to present a least-cost portfolio, without utility ownership targets, but only in the narrow window where projected savings are between zero and $50 million.  
42. We acknowledge that Public Service has provided indicative modeling based on hypothetical bid prices showing that the replacement of Comanche 1 and 2 may produce savings. We conclude that this modeling primarily demonstrates how the computations, as approved by the Commission, will be applied with actual bids in Phase II.  

43. As stated above, we grant the request in the Stipulation to model and present the CEP Portfolio in Phase II under the terms of the Stipulation. However, to ensure that the CEP Portfolio is cost-effective, we require Public Service to present additional portfolios in the 120-Day Report.

44. The ERP process is designed to provide the Commission with full information on the costs of acquiring new utility resources, including the costs of least-cost portfolios, so that the Commission can make an informed decision on the most cost-effective combinations of resources. We are concerned that under the terms of the Stipulation, the Commission may not see either the MLEP or the least-cost portfolio, and therefore would not have full cost information. We find that the presentation of a least-cost portfolio in Phase II is essential for our analysis of the cost-effectiveness of the CEP Portfolio, and is necessary to determine whether the early retirement of Comanche 1and 2 is in the public interest.  
45. As specified in the Stipulation, Public Service has discretion of whether to provide in the 120-Day Report, a portfolio with capacity replacement for Comanche 1 only (a 775 MW need) or a portfolio with sufficient capacity to replace both Comanche 1 and Comanche 2 (a 1,110 MW need).
 At hearing, Mr. Eves stated that it is unlikely that Public Service would present a portfolio with the full 1,110 MW need.

46. We also are concerned that if Public Service does not choose to provide the 1,110 MW need portfolio, the Commission will not have adequate information about whether the retirement of both Comanche 1 and 2 will produce savings to customers and therefore whether the early retirement of Comanche units 1 and 2 is in the public interest.  

47. Therefore, we require Public Service to include in the 120-Day Report both a 775 MW need CEP Portfolio (only the Comanche 1 capacity is replaced in this ERP) and an 1,110 MW need CEP Portfolio (capacity for Comanche 1 and 2 replaced in this ERP).  

48. We further direct Public Service to include in the 120-Day Report a least-cost portfolio to meet the 775 MW need and a least-cost portfolio to meet the 1,110 MW need. The combination of resources included in these portfolios will be based solely on the net present value of revenue requirements (NPVRR) of the bids. Hence, these least-cost portfolios will not have ownerships targets. However, Company-owned resources are not prohibited from being included in the least-cost portfolios, if such resources are selected on a least-cost basis.  

49. Further, we find that the presentation of an MLEP, with reduced ownership percentages, will be useful to our analysis of the overall cost effectiveness of the CEP Portfolio. Therefore, we direct the Company to include in the 120-Day Report an MLEP for the 775 MW level of need and an MLEP portfolio for the 1,110 MW level of need. These portfolios are to be developed consistent with the terms put forward in the Stipulation, including the proposed range of ownership targets.

50. We agree with past Commission statements raised by Public Service recognizing the value of maintaining both robust utility and IPP ownership. Further, we recognize the particular importance of utility ownership in the voluntary proposal to retire Comanche 1 and 2, which includes other concessions from Public Service such as restricted utility-builds, deferral of utility construction under Rule 4 CCR 723-3-3660(h), a requirement for cost neutrality or savings of the CEP Portfolio, and the presenting of the CEP Portfolio within an ERP proceeding. We further note that CIEA, a trade group representing IPPs, supports the Stipulation. 

F. Additional Modeling Requirements for Phase II 
51. We approve the methodologies and assumptions as presented in the Stipulation to model the baseline
 and CEP Portfolios in Phase II, with modifications as required below.
1. Public Service’s Proposed Modeling Requirements 
52. As stated in Decision No. C17-0796-I requiring Supplemental Direct Testimony, all additional modeling procedures, costs, assumptions, and calculation methodologies that Public Service intends to use to evaluate the CEP Portfolio in Phase II must be addressed regarding the Stipulation.  

53. Public Service’s witness James F. Hill, on pages 27-29 and Table JFH-2 of his Supplemental Direct Testimony, provides a list of additional modeling requirements necessary to evaluate and present the CEP Portfolio in Phase II.
54. We grant the additional modeling assumptions and methods proposed by Public Service in its testimony supporting the Stipulation. We find that Public Service’s proposed modeling assumptions and methods are consistent with the requirements in Decision 
No. C17-0796-I and are not contested.

2. Accelerated Depreciation in Modeling 

55. The Ratepayer Coalition argues that Public Service’s proposed modeling of the costs for early retirement of Comanche 1 and 2 is biased, because the full cost of continuing to operate the units are included in the baseline portfolio (i.e., 450 MW need) model runs, but the costs of accelerated depreciation costs for the early retirement are not included in the CEP Portfolio.
56. In response, Public Service cites certain provisions of the Stipulation, which call for the recovery of accelerated depreciation costs to be offset by a concurrent reduction in the RESA surcharge on customers’ bills. Public Service contends that the mathematical result of this provision of the Stipulation would be the addition and subsequent subtraction of the accelerated depreciation costs, and therefore these costs need not be included in the modeling as a cost in the CEP Portfolio.
57. In its SOP, IREA argues that Public Service will be “over collected” in the RESA deferred account around 2022, because the Company has met its 30 percent requirement under the Renewable Energy Standard statute and therefore does not need to acquire any new eligible energy resources. IREA contends that Public Service therefore should reduce the RESA from its current 2 percent level regardless of any coal retirements, which would make it necessary to include the accelerated depreciation cost in the modeling of the CEP Portfolio.
 Similarly, the Coalition states that surplus RESA funds could be used “…to (1) either return to customers, (2) pay down the costs of the portfolio, or (3) buy additional renewables or distributed generation products…”
 
58. Notwithstanding the advocacy of the parties, the issue of whether the RESA collection will be reduced from 2 percent to 1 percent is not before the Commission in this proceeding. Public Service has filed a separate application in Proceeding No. 17A-0797E for approval to: (1) modify the depreciation schedules for Comanche 1 and Comanche 2 to accelerate the depreciation associated with these units to reflect new retirement dates of 2022 and 2025, respectively; (2) create a regulatory asset to collect the incremental depreciation from the early retirement of Comanche 1 and Comanche 2; (3) reduce the RESA rider collection to 1 percent from the current 2 percent; (4) revise the General Rate Schedule Adjustment (GRSA) to collect an offsetting amount of revenue approximately equivalent to 1 percent reduction of the RESA and extinguish the regulatory asset using these dollars collected through the GRSA; and (5) earn a return at the weighted average cost of capital (WACC) on the regulatory asset after it is placed in rate base. Based on the schedule in that proceeding, the disposition of the RESA will not be decided before the Commission’s decision on the modeling of the CEP Portfolio.
 However, we conclude that it is necessary to capture the full range of costs of the CEP Portfolio both with, and without, the cost of accelerated depreciation, when considering the 
cost-effectiveness of the CEP Portfolio.

59. Based on the presentation in the Stipulation, we find it reasonable for Public Service to model the CEP Portfolio excluding the accelerated depreciation cost as proposed in the Stipulation.
60. The arguments of the Ratepayers Coalition and IREA are also reasonable that the RESA could be reduced regardless of the coal retirements, such that the RESA revenue would not be available to be used to offset the recovery of the accelerated depreciation costs. Further, it is possible that the exceptionally low bid prices that were received could allow Comanche 1 and 2 to be retired economically without requiring a RESA offset, as indicated by WRA.
 Therefore, we also find it reasonable for Public Service to model the CEP Portfolio including the accelerated depreciation cost.

61. We therefore direct Public Service, as part of its Comanche 1 and 2 early retirement cost analysis based on the comparison of the modeled baseline and CEP Portfolios, to include in the modeling:  (1) CEP Portfolio costs excluding accelerated depreciation costs, as contemplated in the Stipulation as a result of the RESA offset; and (2) CEP portfolio costs including accelerated depreciation costs, assuming the accelerated depreciation costs are not offset by the RESA reduction. These accelerated depreciation costs must be presented in the 
120-Day Report in a manner that allows the Commissioners to understand the accelerated depreciation impact on the 775 and 1,110 MW CEP Portfolios, as well as on the least-cost portfolios.

3. Comanche Replacement in Modeling 

62. The Ratepayers Coalition claims that Public Service unfairly favors the CEP Portfolio by using “no-cost filler units” in its modeling, along with a combination of combustion turbines and wind and solar resources, to replace the capacity and energy of Comanche 1 and 2. The Ratepayers Coalition notes that the baseline case instead replaces Comanche 1 and 2 after their normally scheduled retirement with a more expensive combined cycle gas turbine (CCGT). According to the Ratepayers Coalition, the CCGT unit used in the baseline also assumes a higher transmission interconnection cost compared to the cost of other types of resources in the CEP Portfolio.  
63. Public Service responds that it followed the generic filler requirements approved in Phase I in developing the analytical estimates for the CEP Portfolio. The Company also explains how the costs for the different types of technologies were established in Phase I, and why these different costs, including the transmission costs for large CCGT units, are appropriate for specific situations such as the CEP Portfolio analysis.

64. Regarding criticisms of the assumptions for construction, ongoing capital, and operations and maintenance costs for the CCGT costs in the baseline, Public Service asserts that the generic costs used for the CCGT units were properly established in Phase I. As to the argument that baseline costs of a brownfield site for a CCGT should have been used, the Company asserts that future brownfield sites with gas and electric transmission capabilities sufficient to host a CCGT unit are quite limited so greenfield costs are appropriate. (For example, the existing Comanche site has access to electric transmission but natural gas transmission lines are not nearby, limiting the applicability of that site for gas-fired generation.)

65. We deny the Ratepayers Coalition’s request for changes to these modeling assumptions for the filler units. Public Service properly applied the modeling parameters established in Phase I, and these parameters are appropriate for modeling the savings for the early retirement of Comanche 1 and 2. The high efficiency CCGT units are reasonable replacement for the Comanche 1 and 2 units after they would normally retire.  

66. Public Service adequately rebutted the Ratepayers Coalition’s arguments that early retirement benefits are improperly inflated by greenfield siting and transmission costs associated with the CCGT units in the baseline portfolio. It is reasonable for the larger CCGT generation units to have specific transmission and greenfield cost parameters.
67. Further, the critiques of the Ratepayers Coalition do not appear to recognize the benefits of the highly efficient CCGT units. Such CCGT units include waste heat recovery, which significantly improves the overall fuel efficiency, thus lowering fuel costs and emissions. For example, Table 2.7-10 in the ERP Volume II lists the heat rate for a generic CC unit as 6,925 Btu/kWh and a large generic CT as 9,955 Btu/kWh.
 While the larger CCGT units have higher initial costs, siting and transmission requirements, the difference in heat rate and economies of scale provides significant benefits to offset these higher costs.  

68. We find that the modeling methodologies approved by the Commission in Phase I regarding generic filler units are appropriate for modeling the CEP Portfolio, and the issues raised by the Ratepayers Coalition with respect to the use of the filler units do not warrant a restructuring of these modeling methodologies. However, we also recognize that any method used to backfill proposed resources through the end of the 39-year modeling period in an early coal retirement portfolio comparison will have to involve comparisons of different resource technologies, since the retiring coal units will not be replaced with new coal units and replacement generation will be implemented in various sizes, technologies, and in different years. As a result, we find it appropriate for all parties to include these modeling uncertainty factors on a qualitative basis
 in their comments in Phase II as necessary when considering the overall merits of retiring Comanche units 1 and 2.

4. Labor Escalation Rate Consistency

69. The Ratepayers Coalition argues that the Company’s use of a 3.24 percent annual escalation rate for the labor costs associated with Comanche 1 and Comanche 2 in the illustrative CEP portfolio modeling is not consistent with the 2 percent annual escalation rate for its generic resources, and may bias the modeling in favor of the CEP Portfolio.  
70. Public Service responds that the Company uses different escalation rates for different applications and provides a detailed explanation of how and why the different rates were developed. The Company selected the 3.24 percent rate based on the specific parameters of Comanche 1 and 2 to provide the best assessment of the future cost of those units.

71. We agree with Public Service that it is appropriate to develop detailed escalation rates for the retirement of Comanche 1 and 2, regardless of whether they match the generic rates. We find that Public Service adequately justified the development of the escalation rates. In Decision No. C17-0796-I requiring supplemental direct testimony, we explicitly required the Company to provide avoided operations and maintenance (O&M) costs for Comanche 1 and 2, which includes labor costs. Further, we find that it is necessary to use detailed estimates for Comanche labor costs, since the Comanche units will be compared against resource bids, which are based on the bidder’s detailed cost estimates. We approve Public Service’s labor escalation rates as proposed to be used in the Phase II modeling.
5. Comanche Maintenance Costs

72. The Ratepayers Coalition asserts that Public Service should use consistent maintenance costs for Comanche 1 and Comanche 2 as they approach retirement and the Company biased the analysis by using different maintenance costs for normal retirement of Comanche 1 and 2 in the baseline compared to the early retirement in the CEP portfolio.  
73. Public Service responds that as generation units approach their retirement date, they need more maintenance and therefore experience greater costs. The Company accordingly developed capital maintenance costs that are higher in the later years of the baseline case. We agree with Public Service that it is reasonable for maintenance rates to be higher as the units get older.  Therefore, we find that it is appropriate for the base case, where Comanche 1 and 2 are older, to have higher maintenance rates than the CEP case.  We deny the Coalition’s recommendation to require maintenance costs that are the same between the baseline and CEP portfolios.
6. Backfilling Modifications

74. As established in the Phase I Decision, the resource acquisition period (RAP) for Public Service’s ERP extends from May 2016 through May 2024. The modeling of bids for the evaluation and selection period includes the RAP and extends through the 39-year resource planning period.  The extended planning period requires the “backfilling” of resources that reach the end of their useful lives or that otherwise expire contractually.

75. Staff recommends revising the post-RAP backfilling composition in the baseline model to more accurately reflect renewable penetration trends and costs. Within the RAP, Staff recommends revised resource pricing to reflect the median bid prices as stated in Public Service’s 30-Day Report filed on December 28, 2017: wind energy at $18.10 per MWh and PV Solar at $29.50 per 10 MWh.
 Outside the RAP, Staff recommends the Commission require the Company to use a levelized cost of wind energy of $33 per MWh and a levelized cost of PV Solar of $46 per MWh.

76. Public Service disagrees with Staff’s revised modeling proposal. Mr. Hill argues that Staff’s proposal is a fundamental change to the analytical foundation for the Phase II bid evaluation process; a process he notes was clearly established in Phase I and should not be revised here. As an alternative to Staff’s recommendations regarding backfilling, Public Service proposes a sensitivity that is established in the existing Phase I record, based on alternative plan 4B as presented in ERP Volume 1, Table 1.5‑11.
77. We approve Public Service’s alternate sensitivity analysis. We agree with Public Service that Staff’s proposal would re-open certain processes and methodologies already established in Phase I. We also share the Company concerns that the proposed change in pricing is based on limited data and bids that have not yet been analyzed and reviewed. Public Service’s proposal provides a reasonable alternative consistent with the Phase I Decision.  

7. Annual Cost Information 

78. The Ratepayers Coalition raises concerns that even if the CEP Portfolio provides NPVRR savings over the planning period, costs to ratepayers may be higher in initial years and customer savings may not materialize until the later part of the planning period.
79. We agree with the Ratepayers Coalition that it is important to understand not just the NPVRR calculations for the portfolios but also the timing of any increased or decreased costs that customers may experience. Such an analysis is only possible with annual cost information. We therefore require Public Service to present annual cost impacts, including any deferred tax assets for the baseline and CEP Portfolios, as well as the least-cost CEP Portfolios.

8. Deferred Tax Assets

80. In its SOP, Public Service explains that the TCJA can create deferred tax assets (DTAs) due to two impacts:

The first was the elimination of bonus depreciation, which makes the Company a projected cash taxpayer at [Public Service] in both 2018 and 2019 and beyond[,]absent further wind or solar additions. The second is that the lower tax rates mean [that] we utilize deductions and credits more slowly. On a net basis, the passage of the TCJA will have the Company paying cash taxes sooner than it would have without tax reform, but the overall amount of cash taxes being paid in the long run will be less. Therefore, the key analysis is to incorporate the level of incremental renewable ownership and its impact on [Public Service’s] tax position in the cost of ERP/CEP portfolios.

81. Public Service commits to presenting any DTA impacts in a transparent way. Attachment B to the Company’s SOP describes the proposed framework by which DTAs associated with resource portfolios, if any, will be determined. As part of the bid evaluation and selection process, a subset of the portfolios that contain a range of ownership proposals will be examined by the Company’s “Treasury” for analysis of the collective impacts of the TCJA, including any DTA carrying costs. The results will be determined on a portfolio bases and allocated to the individual Company-owned projects within the portfolio. NPVRRs for the portfolios will be calculated including the TCJA analysis for the portfolio, and “Post-DTA Portfolios” will be ranked and assessed for qualification as the CEP Portfolio or the MLEP.  

82. Public Service states that it is willing to conduct technical workshops with regard to any DTA and its impacts on the CEP Portfolio and any other affected portfolios and will not allow DTA impacts associated with the CEP Portfolio “to inhibit the ability to present a plan that meets the customer neutrality or savings standard of the Stipulation.”
 Public Service predicts that it will have sufficient taxable income to own renewables that meet the cost neutrality or savings tests in the Stipulation. However, Public Service suggests that DTA impacts are dependent upon the composition of resources in a given portfolio. Without knowing at this time whether DTA impacts will be significant, Public Service adds that it is willing to look at some form of mitigation of potential DTA impacts through either a cap on the amount of any DTA for unused production tax credits (PTCs) or a limit on the duration of the DTA.  

83. IREA argues that the Commission should reject the Stipulation because Public Service has failed to account DTA impacts in assessing the net present value of the CEP Portfolio as required in Interim Decision No. C17-0796-I, and because Public Service would not be able to justify the ownership targets mandated by the Stipulation if the impact of the DTA on the value of the CEP Portfolio is accurately modeled.

84. The Joint-Co-ops state in their SOP that the savings from the CEP Portfolio that have thus far been modeled come largely from the passing on to ratepayers, the benefit of PTCs. They allege, however, that the modeling is incomplete and inaccurate because it does include a DTA equal to the aggregate value of unrealized PTCs. The Joint Co-ops also question whether Public Service will have enough taxable income to give rise to a tax liability sufficient to realize the value of the PTCs from additional wind in the CEP Portfolio, particularly if there are large federal tax deductions under the Modified Accelerated Cost-Recovery System (MARCS). The Joint Co-ops echo IREA’s charge that Public Service’s failure to model any DTA impact was a material omission by the Company. The Joint Co-ops also take the position that if the Commission approves the Stipulation without requiring that the DTA issue be addressed, the Commission will undermine the basic integrity of the ERP process.  

85. The Joint Co-ops recommend that the Commission order Public Service to supplement the record with an analysis that addresses the DTA issue, showing the Company’s stand-alone tax liability by year, taking into account the impact of MARCS depreciation and any other factors, for the purpose of determining the Company’s ability “to actually realize PTCs and ITCs” or instead any resulting DTAs. After such analysis is provided, the Joint Co-ops seek discovery on the DTA issue and an opportunity to rebut Public Service’s position. The Joint 
Co-ops state that workshops are no substitute for a process that provides for discovery and requires responses to questions under oath.  

86. The Joint Co-ops further suggest that approval of the Stipulation could be conditioned on the Company’s agreement to DTA mitigation measures. For example, Public Service could accept returns on the DTA at a lower short-term borrowing cost instead of the Company’s full weighted cost of capital (WACC), cap the size of any DTA, or establish a date certain for the removal of a DTA from the Company’s books.

87. Staff recommends that, because the Commission is in a position where it must rely on the Company’s DTA impact determination without any vetting, the Commission should order periodic status reports on progress made by the parties to reach consensus on the process to calculate DTA costs to apply to actual portfolios prior to the Company’s 120-Day Report and to take action to address the issue prior to the filing of the 120-Day Report in late April if no consensus can be reached. Staff further recommends that the Commission ensure that ratepayer impacts associated with a DTA are limited in the future. Specifically, Staff asks the Commission to cap recovery of DTA carrying costs to no more than the amount determined by Public Service and presented to the Commission in the 120-Day Report plus 10 percent.

88. CIEA notes that the issue of DTA does not affect IPP bids because IPPs take the risk of monetizing the benefits of PTCs for wind generation with tax equity partners. CIEA requests that the Commission should find that any DTA included in the modeling should be ascribed only to Company-owned projects. CIEA argues that this finding is necessary to ensure that the DTA does not attach to any other project or bid. CIEA also requests that the Commission find that IPPs with purchased power agreements (PPAs) do not present a DTA risk to customers and thus represent an inherent advantage of PPAs in a cost-effective resource plan. CIEA further requests that the Commission require Public Service to credit to ratepayers the full value of all PTCs generated by utility-owned wind projects through the Electric Commodity Adjustment.  

89. CEC argues that because TCJA stands to impact the economics and value of projects eligible to earn PTCs for wind and investment tax credits (ITCs) for solar, the Commission should require Public Service to determine the impacts and provide parties the opportunity to conduct discovery.

90. The OCC also expresses interest in evaluating the potential effects of the TCJA on the Company’s ability to realize federal tax credits on behalf of ratepayers and the potential for a DTA. The OCC also is concerned about the possibility of rewarding the Company with a carrying cost at the WACC related to the potential benefit of the PTC. However, the OCC questions whether the Phase II process will be sufficient to evaluate the complexities of the CEP in light of the TCJA.

91. Interwest argues that speculation about whether the utility can monetize the PTCs generated by wind projects in particular years should not deter the Commission from approving the Stipulation.  

92. WRA argues that the TCJA does not create an impediment to granting the Stipulation, because approval of the Stipulation does not prejudge the outcome of Phase II or require approval of the CEP Portfolio in the Phase II decision. WRA states that the Commission need not resolve the ideal treatment of any DTAs as part of its decision on the Stipulation. WRA further notes that Public Service already has committed that “tax credits, to the degree that they’re generated, will go to customers,”
 citing the testimony of Public Service witness Jim Hill.  WRA recommends that the Commission direct Public Service:  (1) to model the creation of any DTAs and include that in a cost of any portfolio presented in Phase II of the ERP; (2) direct the Company to convene the technical workshop; and (3) approve the Company’s commitment to ensure PTC value flows through to ratepayers.
93. We direct Public Service to address the creation of DTAs with respect to the resource portfolios presented in the 120-Day Report in accordance with the Company’s proposal for determining DTAs and the associated costs in Attachment B to its SOP. The additional modeling that we require Public Service to present by this Decision will allow us to assess whether DTA impacts are material, as requested by many parties, or pose any utility-ownership “risk” as described by CIEA. Because the parties have an opportunity to submit comments addressing the DTA issue with respect to the portfolios presented in the 120-Day Report, and because Public Service has shown willingness to explain its DTA analyses prior to the deadline for the filing of those comments, we decline to require the reports suggested by Staff or to modify the Phase II process to accommodate discovery or any additional procedures.
94. We disagree with IREA that the lack of DTA modeling prior to the hearing on the Stipulation requires denial of the agreement or the rejection of any opportunity to present the CEP Portfolio in the 120-Day Report. We instead agree with Public Service that potential DTA impacts are dependent upon the actual resources in the portfolios evaluated and presented in Phase II. We also conclude that it is unnecessary either to find that any DTA included in the modeling should be ascribed only to Company-owned projects or to make any finding at this time that PPAs do not present a DTA risk to customers and thus represent an inherent advantage of PPAs in a cost-effective resource plan, as requested by CIEA.  

95. We further conclude that it is premature and beyond the scope of this ERP proceeding to address any specific ratemaking provisions.  
9. Annuity/Replacement Backfilling 

96. The Ratepayers Coalition argues that using the annuity method in comparing the baseline and CEP Portfolios is not appropriate because it artificially inflates the cost savings for the early retirement of Comanche 1 and 2. The Ratepayers Coalition asserts that the annuity method improperly compares escalated generic resources in the baseline to un-escalated purchases in the CEP Portfolio.
97. In its SOP, Staff recommends requiring Public Service to implement both the annuity and replacement backfilling methods, rather than leaving the replacement method to the Company’s discretion.

98. We agree with Staff that the question of which backfilling method to use is not within the Company’s discretion. We require Public Service to present in the 120-Day Report both the annuity and the replacement backfilling methods. 

99. We also agree with the Ratepayers Coalition that it is appropriate to give little weight to the annuity method applied to the CEP Portfolio for purposes of determining the 
cost-effectiveness of the early retirements of Comanche 1 and 2. Although the annuity method provides relevant and essential information when comparing bids against utility-owned resources across various portfolios, the annuity method could provide skewed information when comparing new proposed resources to the existing Comanche 1 and 2 units.
10. Utility-Owned Wind Benchmarking

100. Consistent with the terms of the Stipulation, Public Service will propose a performance metric for any utility-owned wind project.

101. Staff witness Gene L. Camp recommends requiring a sensitivity run using a proposed performance metric for utility-owned wind as detailed in Attachment GLC-05 to his Answer Testimony filed on January 10, 2018. In response, Mr. Hill states that Public Service agrees with Mr. Camp’s request and is willing to work with Staff to develop the wind degradation sensitivity analysis.
102. We require Public Service to work with Staff to develop the wind degradation sensitivity analysis, consistent with Attachment GLC-05.

11. Presentation of Emission Levels 

103. Public Service, CDPHE, EDF, Pueblo’s Energy Future, Aspen/POW, and WRA each address the environmental or emissions impacts of closing Comanche 1 and 2. Several of the parties quantified the expected reductions in emissions, but none of the parties calculated a value for improvements in public health, air quality, or other environmental benefits. 
104. No party contests that the closure of the two coal plants will reduce emissions. The primary issues are whether Public Service should model a potential cost for the installation on selective catalytic reduction controls on Comanche 1 and 2, and what level of emissions reductions would result from the early retirement of Comanche 1 and 2.

105. Public Service states that the CEP is a response to customers’ desire for clean energy and emission reductions. The Company estimates that the increase in “zero-emissions generation” (i.e., wind and solar generation) resulting from the CEP would reduce CO2 emission by 60 percent in 2026 (compared to 2005 levels) and will reduce NOx and SO2 by 90 percent (compared to 2005 levels).
 Mercury emissions at the Comanche site would be 60 percent lower.

106. CDPHE’s testimony shows that the closure of Comanche 1 and 2 would reduce criteria pollutants, help Colorado’s compliance with National Ambient Air Quality Standards for NO2 and SO2, and reduce carbon emissions. The agency concludes: “Significant air emission reductions would result from the retirement of Comanche Units 1 and 2, particularly with respect to sulfur dioxide, nitrogen dioxide, and particulate matter.”
 In addition, CDPHE states that Pueblo County Comanche Units 1 and 2 account for roughly approximately 29 percent of nitrogen oxides, 44 percent of sulfur dioxide, and 8 percent of PM10 and PM2.5. The plants also represent approximately 16 percent of the total mercury emissions and nearly 11.5 percent of all greenhouse gas from the electric generating sector in Colorado.
107. Although Comanche 1 and 2 currently meet all emissions requirements, there is considerable testimony regarding improved air quality with the early retirement of Comanche 1 and 2. The actual reductions in emissions achieved if the coal units are retired will depend on the composition of any portfolio of resources that would replace that capacity.  

108. Emissions information of the modeled portfolios is necessary, as the expected run time of the various units as modeled could be significantly different from historic or generic unit representations. Therefore, we direct Public Service to present the total estimated portfolio emissions that result from the baseline and CEP Portfolios. At a minimum, SO2, NOX, CO2, mercury, and particulate matter shall be included, in terms of pounds per MWH and short-tons per year, consistent with the requirements of Rule 4 CCR 723-3-3604(g).  

G. Other Issues

1. Discovery and Hearings in Phase II 

109. Rule 4 CCR 723-3-3613(f) allows parties to file comments on the 120-Day Report and does not contemplate a more extensive investigation of the 120-Day Report through discovery or an evidentiary hearing. Nonetheless, several parties argue that the Stipulation and the CEP Portfolio warrant discovery and hearings in Phase II.
110. For example, the Ratepayers Coalition requests the opportunity to conduct expedited discovery on the 120-Day Report and the modeling runs prior to the deadline for submitting comments. The Ratepayers Coalition states this is needed because Public Service’s modeling has contained numerous mistakes and errors.

111. IREA requests that if the Commission allows Public Service to move forward with the CEP Portfolio, the Commission also should revise the procedural schedule to include written discovery to allow parties to vet Public Service’s revamped assumptions and modeling.

112. CEC, a signatory to the Stipulation, requests the opportunity for discovery and a process for introducing such discovery in the record, such as a limited hearing. CEC argues that this process will allow the parties and the Commission to test the inputs and accuracy of the portfolios in the 120-Day Report.

113. Although not a direct request, the OCC states that the current Phase II bid evaluation and selection process under the Commission’s ERP Rules may not be sufficient to evaluate the complexities of the CEP Portfolio.  The OCC states that the Commission could, on its own motion, establish a more traditional and comprehensive procedural schedule.

114. Finally, Climax states that, along with all other signatories to the Stipulation, it reserves its rights to investigate, conduct discovery, and take positions as it deems appropriate on the substantive issues that will be presented when the 120-Day Report is submitted and when the application in Proceeding No. 17A-0797E is heard.
115. We find that additional discovery and hearings in Phase II are not necessary. Through the additional proceedings directed at the Stipulation, we have taken reasonable measures to ensure that parties have had adequate time to conduct a thorough discovery and investigation process on the potential presentation of a CEP Portfolio in Phase II. The Stipulating Parties filed the Stipulation at the end of August 2017 and requested an expedited decision on the Stipulation by the end of that year. The Commission denied that request and instead established a new intervention period, admitted additional parties to the proceeding, and conducted a full evidentiary hearing. The timing near the end of March for a decision on the filing of a CEP provides a full seven months from the filing date, essentially equal to the Commission’s 210-day statutory requirement to issue a decision on applications. 

116. Our determinations in this Decision to allow the presentation of the CEP Portfolio in the context of additional portfolios and other information is consistent with the Phase II process for ERPs as established in the ERP Rules. Discovery remains unnecessary in the 
ERP Phase II process regardless of the presentation of a CEP Portfolio.  

117. In addition, pursuant to the ERP Rules, the IE will ensure the modeling process in Phase II complies with the Commissions orders in this proceeding, including this and prior orders, which should help alleviate concerns of party engagement limitations.  
2. Tracking Mechanism

118. CEC asserts that Public Service should be accountable for the savings associated with the CEP Portfolio as may be claimed in the 120-Day Report.  
119. We deny CEC’s request to require Public Service to implement a mechanism to track savings from the CEP. We agree with Public Service that it is not feasible to compare the proposed plan against “a road not taken” (or, in other words, an alternative future scenario of that will not be implemented), particularly with the complexity and dynamics of the generation portfolios and the continuous changes in the utility rates and regulatory issues.  
120. Further, we note that the Commission has worked to enhance competitive pressure within the ERP process by maintaining robust IPP participation (which appears to be consistent with the record bid results described in the 30-Day Report), by requiring point costs for utility-owned resources in bid evaluation and selection, and other mechanisms, such as Staff’s proposed wind benchmarking requirements.

3. Cost Caps for Utility Resources 

121. The Ratepayers Coalition recommends that for any utility-owned resources resulting from the CEP Portfolio, the Commission should require hard cost caps to limit cost recovery to the competitive bid price.
 

122. We deny this request. The issue of cost caps for utility-owned resources was thoroughly addressed in Phase I, and in the Phase I Decision, the Commission established a point-cost requirement as a cost cap for utility-owned resources.

4. Pueblo Economic Impact Analysis 

123. At hearing, Public Service agreed to provide an economic impact analysis as requested by Pueblo’s Energy Future. 
124. We require Public Service to provide this analysis within two weeks of the filing of the 120-Day Report.

5. Independent Evaluator Assessment of CEP Portfolios 

125. We require the IE to assess the reasonableness of the modeling of the baseline 
and CEP Portfolios, and the resulting cost-effectiveness of the proposed early retirement of Comanche 1 and 2, consistent with the Phase I Decision and this Decision.
H. Summary

126. We have carefully reviewed and considered all the evidence introduced by the parties during the hearing on the Stipulation and have considered all the positions and legal arguments set forth in the SOPs directed at the Stipulation and the Joint Motion to Approve Stipulation filed on August 29, 2017. The Supplemental Direct Testimony filed by Public Service in response to our early directive and the additional evidence offered at hearing in response to the Stipulation support our conclusion that it is reasonable to consider the proposed CEP Portfolio in Phase II of this Proceeding in accordance with the ERP Rules.
127. We approve the Stipulating Parties’ request that Public Service be allowed to develop and present a CEP Portfolio in Phase II that is consistent with the terms of the Stipulation and this Decision. As discussed above, additional portfolios and modeling requirements are necessary for the Commission to evaluate the cost effectiveness of the CEP Portfolio in relation to the other options.  
128. Beyond the approval of the presentation of the CEP Portfolio in the 120-Day Report, with the conditions set by this Decision, we decline to address any other requests or conditions expressed in the Stipulation at this time. We may address those issues by separate decision in this Proceeding or in another proceeding, whichever we find most appropriate.  

129. With the exception of requests within the Stipulation discussed in the paragraph above, any request raised by a party regarding the Stipulation that is not explicitly addressed in this Decision is denied.
II. ORDER

A. The Commission Orders That:

1. Public Service Company of Colorado (Public Service) is authorized to present for consideration and approval by separate decision a Colorado Energy Plan (CEP) Portfolio in Phase II of this Electric Resource Plan (ERP) proceeding, consistent with the discussion above.
2. The Joint Motion to Approve Stipulation filed by Public Service on August 29, 2017 is granted, in part, as to the presentation of a CEP Portfolio for Commission approval in this proceeding. The other provisions of the Stipulation filed by Public Service on August 29, 2017, and joined by the stipulating parties in this proceeding are not addressed by this Decision.

3. Public Service is directed to supplement its “120-Day Report” to be filed in this Proceeding pursuant to 4 Code of Colorado Regulations (CCR) 723-3-3613(d) with additional resource portfolios (including variations of the CEP Portfolios not contemplated in the Stipulation) and with additional modeling requirements, consistent with the discussion above. 

4. The 120-Day Report filed in accordance with this Decision shall be subject to the comment filings and other procedures set forth in the ERP Rules, 4 CCR 723-3-3600, et seq., consistent with the discussion above. Requests to modify such procedures to add additional discovery and hearings in Phase II are denied.

5. Public Service shall file in this Proceeding an economic impact analysis within two weeks of the filing of its 120-Day Report, consistent with the above discussion.

6. The Independent Evaluator retained for this Proceeding shall assess the reasonableness of the modeling of the baseline and CEP Portfolios and the resulting 
cost-effectiveness of the proposed early retirement of Comanche units 1 and 2, consistent with the above discussion.

7. 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.

8. This Decision is effective upon its Mailed Date.

B. ADOPTED IN COMMISSIONER’S WEEKLY MEETING
March 14, 2018.
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� Parties  to the stipulation filed on August 29, 2017 (Stipulation) are: Public Service; the Staff of Colorado Public Utilities Commission (Staff); the Colorado Office of Consumer Counsel (OCC); the Colorado Energy Office (CEO); the City of Boulder (Boulder); Climax Molybdenum Company (Climax); the Colorado Energy Consumers Group (CEC); Colorado Independent Energy Association (CIEA); the Colorado Solar Energy Industries Association (COSEIA); Interwest Energy Alliance (Interwest); Invenergy, LLC; Southwest Generation Operating Company, LLC; Rocky Mountain Environmental Labor Coalition and Colorado Building and Construction Trades Council, AFL-CIO; Vote Solar; Western Resource Advocates (WRA); and the City and County of Denver.


� We authorize Public Service to model and present the CEP portfolio in its 120-day Report under the terms and conditions as presented in the Stipulation, except where we explicitly direct otherwise.


� The ERP process includes two phases. In Phase I, the utility files a plan to acquire new utility resources and requests Commission approval of the plan. In Phase II, the Commission ultimately identifies the resource portfolios found to be in the public interest. In the beginning of Phase II, the utility modifies the components of its ERP to be consistent with the Commission’s Phase I order. The utility then implements the ERP by, for example, issuing requests for proposals, receiving bids and proposals, and evaluating them for potential selection within �cost-effective resource portfolios.


� In addition to finding the additional notice and intervention period of 14 days appropriate, we also addressed late-filed requests for intervention and extended response time for parties opposing the Stipulation. See Decision No. C17-0730-I at ¶¶ 9-11.  


� Hearing Exhibits 1 through 65 and 67 through 75 were offered and admitted into the evidentiary record in Phase I of this Proceeding. Hearing Exhibit 66 was marked for identification, offered, but not admitted. Decision No. C17-0316, issued April 28, 2017, p. 8, ¶ 22.


� The Modeling Assumptions Update filed by Public Service on August 30, 2017 includes an updated Resource Need Forecast of 454 MW in 2023. 


� 450 MW + 325 MW = 775 MW.


� 450 MW + 325 MW + 335 MW = 1110 MW.


� The baseline portfolio is the approximate 450 MW need case as established in the Phase I Decision No. C17-0316, as updated with the Modeling Assumptions Update filed by Public Service on August 30, 2017, which includes an updated resource need forecast of 454 MW in 2023.


� The Company filed this application in Proceeding No. 17A-0797E. 


� The median prices reported in the December 28, 2017 30-Day Report were $18.10/MWh and $29.50/MWh, but were updated in the attachment to the Report filed on March 1, 2018, to $19.30/MWh and $30.96/MWh, for wind and solar, respectively. 


� The Stipulation indicates that IBEW Local No, 111 and sPower oppose the Stipulation, but neither filed testimony or a statement of position after the issuance of the Phase I Decision.


� Stipulation, p. 9.


� Stipulation, p. 11.


� Stipulation, p. 13.


� Eves Supplemental Direct, pp. 55-68.


� Decision No. C08-0929, issued on September 19, 2008, ¶ 177, Proceeding No. 07A-447E; Decision No. C09-0184, issued February 24, 2009, ¶¶ 60-62, Proceeding No. 08A-346E. 


� Decision No. C09-1257, issued November 6, 2009, Proceeding No. 07A-447E.


� Stipulation, p. 9.


� Transcript, February 7, 2018, p. 52.


� As stated in footnote 7, the baseline portfolio is the approximate 450 MW need case as established in the Phase I Decision.


� IREA SOP, p. 8.


� Ratepayer Coalition SOP, p. 18.


� We anticipate that the Commission will make a decision in Proceeding No. 17A-0797E at or near the same time as the Phase II decision in this ERP proceeding.


� Farnsworth Cross-Answer, p. 3.


� See ERP Volume II (Phase I Attachment AKJ-2) page 2-197


� The Phase II process is designed to consider both quantitative (i.e., modeled NPVRR cost comparisons between portfolios) and qualitative factors such as jobs or certain environmental factors.


� As noted earlier, the revised 30-Day Report that Public Service filed on March 1, 2018 lists median prices at $19.30/MWh and $30.96/MWh for wind and solar, respectively.  


� Public Service SOP, p. 28.


� Public Service SOP, p. 29.


� WRA SOP at p. 12.


� Eves Testimony in Support of Stipulation, p. 31.


� Ihle Supplemental Direct, p. 11. 


� Kaufman Answer, p. 5.


� Ratepayers Coalition SOP, p. 28.


� Decision No. C17-0316, issued April 28, 2017, p. 37, Proceeding No. 16A-0396E.
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