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I. BY THE COMMISSION
A. Statement

1. In its discussion of various recent proceedings, the Colorado Public Utilities Commission (Commission) has identified a need to investigate the interconnection practices of Colorado’s regulated electric utilities as they affect distributed energy resources (DERs).  By this Decision, the Commission directs Commission Staff (Staff) to complete an investigation into the interconnection of DERs and file a report of its findings on or before November 15, 2021.

B. Discussion

2. At the January 20, 2021 Commissioners’ Weekly Meeting, during the discussion of Proceeding No. 20D-0262E, we recognized that an investigation into interconnection practices may provide information helpful to improving the interconnection process for DERs.  The Commission again recognized this on January 22, 2021 and May 12, 2021 during discussions of the Rulemaking Relating to Interconnection Procedures and Standards held in Proceeding No. 19R-0654E. We continue to believe that an investigation is necessary, particularly given the significant amount of DER capacity likely to be proposed in ongoing and future proceedings, such as in the 2021 Electric Resource Plan (ERP) and Clean Energy Plan proposed by Public Service Company of Colorado in Proceeding No. 21A-0141E. 
3. We therefore find it appropriate to open a non-adjudicated proceeding for the purpose of authorizing Staff to complete an investigation into interconnection issues affecting DERs.
4. By ascertaining information about issues generation owners, developers and installers have faced in Colorado, the Commission expects it will be better suited to address these issues more proactively in related proceedings, if needed.  The Commission currently has several venues including the Interconnection Rules and Distribution System Planning Rules, which provide opportunities to adjust rules to alleviate identified issues that are substantive and reasonably within the Commission’s control.

5. As part of this investigation, we are interested in obtaining anonymous comments on certain topics from entities with direct experience interconnecting to Colorado’s electric grid, such as generation owners, developers, and installers.  We believe that anonymous responses may provide more candid answers from the entities that routinely work with regulated electric utilities to interconnect.  Therefore, we encourage Staff to develop and use a method of obtaining anonymous information from entities that have experience with the interconnection process in Colorado.   
6. We are also interested in investigating the possible use of Performance Incentive Mechanisms (PIMS) and Performance Based Regulation (PBR) to improve the interconnection process for DERs.  On November 30, 2020, we published a report on the use of PBRs, which states “[o]ne of the primary steps in such a process is establishing goals for PBR, followed by an in-depth review of how traditional cost of service regulation [COSR] can be augmented or replaced to meet those goals.”
  The report continues: “[w]hile metrics should not be set for goals that are beyond the utility’s control, neither should the utility be rewarded for doing what it already does, or should do.”
  Additionally, the use of PBR and PIMs was considered in Proceeding No. 19R-0654E.  Through the adoption of Rule 3853(q) of the Commission’s Rules Regulating Electric Utilities, 4 Code of Colorado Regulations 723-3, we implemented a framework for the reporting of interconnection data,
 noting that the reporting rules are “the first step in evaluating potential PIMS.”
  We expect that Staff will consider this background in its investigation. 
7. Topics to be investigated shall include but not be limited to the following:
a)
24 months of both behind and in front of the meter solar project interconnection data from regulated electric utilities, to develop a baseline of past interconnection performance success and performance issues;
b)
Total costs to ratepayers and the length of time for the interconnection process;

c)
Ability of the interconnection process to address the large quantity of DERs expected to be proposed in ongoing and future ERPs, and its ability to handle the possible interconnection of 10 MW Community Solar Gardens after July 1, 2023, as contemplated by Rule 3877(a), 4 Code of Colorado Regulations, 723-3;

d)
Smaller utilities’ and other jurisdictions’ experiences with interconnection processes;

e)
A comparison of the interconnection of utility owned projects and non-utility owned DER projects;

f)
Opportunities to use PIMs/PBR to: (1) support obtaining planned capacity from DERs; and (2) minimize timely future “no capacity” notification;

g)
How to coordinate hosting capacity analysis with distribution system planning, renewable energy standards, and ERP;

h)
A comparison of how non-wire alternatives and distribution system equipment can increase hosting capacity of DERs; and 
i)
Topics that may best be investigated through the solicitation of anonymous comments from stakeholders, project owners, project developers and project installers, including but not limited to:

i.
For utility-scale or community solar projects, smaller distributed energy projects, energy storage projects: What specific problems are projects currently facing, and what opportunities exist to improve the policies and processes surrounding interconnections that the current interconnection rules do not sufficiently address?
ii. What reporting requirements are needed for a more transparent interconnection process which can also support a potential PIM/PBR?

iii. What are the interconnection process hard costs and soft costs associated with various sized DER projects?

iv.
Ranking the relative importance to DER projects of: (1) the interconnection processes meeting expected timelines; (2) effective communications with the utility; (3) transparency of the utility’s interconnection practices; and (4) customer service.

v.
What continuous improvements are needed to modernize the interconnection process?

8. Considering that this is a non-adjudicated Staff investigation, there will be no parties to this proceeding. Interested entities that have participated in the interconnection process in Colorado and wish to provide Staff with input on any of the topics identified above may 
e-mail joseph.mccabe@state.co.us with the subject line "Interconnection Investigation".
9. Regulated electric utilities are directed to cooperate with Staff as it performs its investigation.

10. We direct Staff to provide pertinent updates to the Commission during the course of its investigation. 
11. The Commission's audit authority comes from various statutory provisions, namely §§ 40-3-102, 40-3-110, 40-6-106, 40-6-107, and 40-15-107, C.R.S.  We designate the statutory audit authority of the Commission to Staff for this investigation.  Staff may conduct all audits necessary to complete its investigation in accordance with the Commission's internal audit policy.  Regulated electric utilities shall make every reasonable effort to provide responses to Staff’s audit requests within ten calendar days.
12. Any records or documents requested by Staff in this investigation that are claimed to be a trade secret or confidential in nature shall be furnished pursuant to Rule 1100 of the Commission’s Rules of Practice and Procedure, 4 Code of Colorado Regulations, 723-1, et. seq.  If a regulated electric utility believes that any information produced requires extraordinary protection beyond that provided in Rule 1100, et. seq., the utility shall submit a motion seeking such extraordinary protection.
13. We encourage Staff to make inquiries of appropriate regulated electric utility personnel through written interrogatories, questions, interviews, or meetings.  Regulated electric utilities are directed to coordinate responses to written questions, and facilitate meetings and interviews of appropriate personnel as requested by Staff.
14. The purpose of this proceeding is to authorize Staff to investigate interconnection as discussed above and receive Staff’s report of findings.  Any further action will be taken up in future proceedings as appropriate.

II. ORDER
A. The Commission Orders That:

1. A non-adjudicatory proceeding is opened for the Commission Staff (Staff) investigation into interconnection of Distributed Energy Resources by Colorado’s regulated electric utilities, consistent with the discussion above.
2. Staff shall conduct an investigation pursuant to the authority vested in the Commission pursuant to Title 40, Articles 1 through 7 of the Colorado Revised Statutes.

3. Regulated electric utilities shall cooperate with Staff as it performs its investigation.
4. Staff shall file a report of its findings on or before November 15, 2021.

5. This Decision is effective upon its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
June 2, 2021.
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III. CHAIRMAN ERIC BLANK CONCURRING IN PART AND DISSENTING IN PART
1. I have no objection to asking the Staff of the Colorado Public Utilities Commission to conduct this investigatory proceeding into the historical efficacy of the interconnect processes for Distributed Energy Resources (DERs) and Community Solar Gardens (CSGs). I think it will generate useful information.

2. At the same time, I believe that this investigation as scoped does not adequately focus on the core DER interconnect problem, which is the lack of interconnect capability on the existing electric utility distribution system, particularly for CSGs in Public Service Company of Colorado (PSCo) territory. An investigation focusing on prior processes also seems unlikely to timely lead to the solution to this core problem, which is to build new interconnect capability.  

3. The lack of interconnect capability is already raising the costs to ratepayers of one type of DER – CSGs.  To obtain interconnect access, CSG developers are often forced to build projects in locations with substantially worse CSG development characteristics.  SunShare, LLC’s recent petition to raise its Renewable Energy Credit price is a demonstration of this problem.
  

4. To estimate the impacts arising from the lack of adequate interconnect capability, I went back through prior CSG financial models.  I found that the best CSG project locations had average winning bids of more than $20/MWh lower than the sites that were selected primarily to obtain access to scarce interconnect capability.

5. This problem is likely to get worse as PSCo is proposing increased amounts of DERs to meet its statutory greenhouse gas emission goals.  For example, in its 2021 ERP, it has proposed a 1,000 MW of new DERs coming online from 2021 through 2030, including almost 600 MW of new CSG capacity over the planning horizon, a fivefold increase from current levels.
   If approved, where are these projects going to interconnect?   Again, using CSGs as an example, at an estimated premium of $20/MWh, the incremental net present value development and construction cost impact to ratepayers arising from building new CSGs in sub-optimal locations would be in the hundreds of millions of dollars.
   
6. In contrast, additional interconnect capability sufficient to handle significant increases of new CSGs could be built in areas well-suited for solar development at a total cumulative investment expense that is a fraction of the incremental cost incurred from poorly sited CSG projects.
  
7. While the investigation launched by this Decision will examine prior experience with a limited approach to interconnect, other aspects of Colorado CSG development – involving uncertain developer revenues,
 the value of pairing CSGs with storage, incentives for developers to provide minimal benefits to low-income customers and use of cheap out-of-state labor – likely raises costs and reduces CSG benefits.  

8. Historically, Colorado CSGs have cost ratepayers significantly more than utility-scale solar, but with expanded interconnect allowing development at the best solar sites, greater economies of scale, and more certain developer revenue, much of this differential could be eliminated.
9. I would have preferred that the Commission today had opened a new miscellaneous proceeding focusing solely on DER development opportunities in the PSCo service area and a quick yet comprehensive re-evaluation of the CSG effort.  The goals would be to develop an improved CSG program approach and a clear and viable plan for expanded DER interconnect capability.  
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� Investigation into Performance Based Regulation in Colorado § 40-3-117, C.R.S., at 9 (Nov. 30, 2020), available at � HYPERLINK "https://puc.colorado.gov/2019-puc-legislative-implementation" �https://puc.colorado.gov/2019-puc-legislative-implementation�. The report is located under the “Performance based regulation” heading, which is listed under “Projects/Proceedings” for the implementation of Senate Bill 19-236.


� Id. at 17.


� Decision No. C21-0183 issued in Proceeding No. 19R-0654E on March 30, 2021 at ¶ 80. 


� Id. at ¶ 96.


�  See SunShare, LLC Petition for Declaratory Order for REC Adder, Proceeding No. 20D-0262E.


� The benefits of having widespread and adequate access to interconnect arose because of better solar insolation, flatter topography leading to lower construction costs, decreased interconnect costs, and improved land lease and property tax costs. 


� See Proceeding No. 21A-0141E, In the Matter of the Application of PSCo for Approval of its 2021 ERP, Volume 2, Technical Appendix, March 31, 2021, at p. 299, Table 2.14-18.


� An average Front Range solar project using bi-facial modules at a DC/AC ratio of 1.25 might have �first-year output of 2,500 MWh per AC MW.  If approved, 600 MW of CSGs would generate 1,500,000 MWh or cost roughly $30 million more per year at a $20/MWh premium.  At the PSCo WACC, this annual cost would involve a net present value incremental impact of $300 million over a 20-year contract life, even after panel degradation. 


� Based on prior utility-scale solar development experience, a 115 kV step-up transformer and substation located off the existing 115 kV transmission system, capable of interconnecting 100 to 120 MW of solar CSGs, might be roughly $5 million.  To build five or ten new 115 kV substations would thus cost anywhere between $25 to 50 million.


� See PUC Modernization Bill, Senate Bill 21-0272, Section 6 (trying to address this problem).  
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