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(Decision Ho . C88-726) 

B£FOR( THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF COLORADO 

lN RE : TH( APPLlCATlOH OF THE )
PUBLIC S(RVlCE COHPAHY OF COLORADO ) APPLICATION HO. J871 l 
~EGARDlNG COG(NERATIOH AHO SMALL )
POWER PROOUCllON PROJECTS ) COMMlS.SlOH lHITlAL 
(OUALlFYlNG FAClllTlES OR QFS). ) D(ClSl OH AHO ORDER 

) 

June 9. 1988 

Ai,pearances : 

~enn~th V. Reif. Esq .• and Han: A. Davi dson. 
Esq., for Pub li c Service Company of Colorado ; 

Tucker K. Trautman. Esq., for Mitex, tnc., and 
~etropo\itan Denver Sewage Disposal Di strict 
~o. l ; 

Paula M. Connelly, Esq . , for Thermo Carbonic , 
lnc.; 

Joe l W. Cantrick, (SQ . , for Cogen Technology. 
Inc .; 

Oscar Goldbef'"9, Esq., for the City and County 
of Oenver by and through the Denver Board of 
Water Conrnissioners ; 

Sue( . Weiske, Esq .. and Anthony Marquez, Esq., 
for the Off i ce of Consumer Counsel; 

.John R. HcHei1. Esq., and James H. Oel111an. EsQ., 
for Co 1ora·do-ute £ lectric ~ssociation; 

Richard l . Fanyo, Esq., fo r CF&I Steel: 

2ach C. Miller, Esq . , for Northern Colorado 
Water Conservancy Distr ic t ; 

Robert Bach, £sq. , for Cogeneration Technology 
& Development Co.; 



~ar-1 F. Kumli, 111, (SQ., for the County of 
Arapahoe; 

Nicholas u. Muller, (SQ., for 11,(otnbly Partners. 
Inc.; 

Peter J. Stapp, tsQ., Assistant Attomey•General. 
for th~ St.aff of the Coll'lllission; 

Michae.l R. Homyak., E.SQ., for the Colorado Publk 
Utilities Corrrnission. 

SlATEME~T AHO FlHOINGS 

BY TH[ COHMlSSlOH: 
MORATORlUM 

Public Service Company of Colorado (Public Service) filed 
Application Ho . 38680 on Hoveinber 4, 1987, reQues'ting that it be relieved 
of the obligation to execute additional independent power production 
facility (lPPf) contracts and that it be reouired to file. within 60 days 
of the effective date of the reouested moratorium, a comprehensive plan 
t.o address the problems a11eged in Application Ho. 38680 . Pub)ic Service 
mailed copies of the application to the individuals shown in an affidavit 
at:tached to ttie apphcn.ion. •• The Colora'do· ··put,l.-:k·~Hlities Comnission 
(Cotn11i ssion). on hs 0IJ'l'l 1110tfon t.ak.es notice of Application No. 38680. 

The Cormrission 1ssued Decision Ho. C87-1555 on November 10, 
1987 , giving notice of the filing of Application Ho. 38680 and setting it 
for hearing on Hovelnber 23, 198,, in Denver, Colorado. Nwnerous parties 
intervened, and hearing was he ld as scheduled. 

On December lb, 1987. the ColTITlission issued Decision 
Ho. CB,-1690 in Application Ho. 38680, establishing a moratorium to 
relieve Put>lic Service from the obligation of executing additional IPPF 
contracts. The Conrnission also ortlered that the moratorium shall not 
apply to any Publ,c Service category 1, 2, or 3 facility for wtiich the 
developer has cont.act:ed Public Service before November 4, 198,. Public 
Service was further ordered by the Comission to continue negotiating in 
good faith vith the developer of any category ,4 facility IJhere tile 
deve1oper had contacted Pubhe Service before November 4. 1981, and that 
any contract e.xecut.ed during the moratorium wi 11 be subject to particular 
Conrnission scrutiny ,befo~ approval and poss1ble exemption from the 
1t10ratorium, befo~ it is effective. 

PUBLIC SERVICE'S PLAH A~O Cm4MlSSIOH RUL[S 

1n Decision No . C87-H,90, the Coltlllission ordered that: (1) Public 
Service file, within ten days of the effective date · of Decision 
Ho. C87 -1690. a check list for use by 1PPF pr-ojec t proponents that had 
con't.acted it befon! November 4, 1987, giving necessary documents, st.eps 
t.o be ta~en. check points. and all other reouir-ements for use in 
connection with negoti2ting IPPF contracts; 2} Public Service's proposed 
comprehensive p1an be filed on or before January 15 , 1988; anl 3} Public 
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Service negoti.ne fairly, expeditious )y and in good faith. The 
moratori um was ordered continued unL i l February 18. 1988. Jnd the 
Comnission stated that it ~ould be continued to coincide ~ith the 
processing of the comore'1ensive filing, if it appeared that the 
comprehensive application would be promotly completed and that a 
continuation of the moratorium would be necessary . The Cornnission 
established by Oec.1sfon Ho. C81-l690 a prehearing conference in 
Aoplicat1on No . 38680 and in the comprehenshe appli cation (Application 
Ho. 38171) for February l 8, l988, where the type of proceed1ng. a time 
schedule, and a continuance of the moratorium 1n Application Ho . J8680 
would be cons idered. Applications for rehearing, reargument. or 
reconsideration of Decision Ho. C81-1690 were timely filed and were 
denied on february 10, 1988, in Decision Ho. CBS-140. , 

As ordered in Decision No. C87-1690, Public Service filed its 
c:omprehensive Application Ho. 38771 on Jaouar-y 15, 1988. Pub lic Service 
pn>posed a proce·dure to est.ablish the avoided cost tor qua 1 Hying 
facilities (OFs) by a biennial b1dd1ng procedure. Public Servi ce 
request.ed that the COtll'llission approve this plan. and that the bidding 
procedure would replace 1ts current IPPF t.ariffs, which est.ablished its 
avoided cost to be pa i d to QF.s. On January 29 , 1988, Staff oft.he 
Connission (Staff) f11ed a petit1on for the Coirrnission to enter into a 
rule111aking proceeding. On February 11, 1988, Westmoreland Energy, lnc., 
filed a response to Suff 1 s petition for the Conrnission to enter in to 
rulemaldng. On February 11. 1988 , Public Service ~lso filed a response 
to Staff's petition for C.Offfflission to enter into rulemaking. St.aft also 
filed a proposed chall,9e.. i n _P 14.b1 i c Servi c~' s p.rocadura 1 schedu 1 e on 
January 25. 1988 . •• · ~ • 

The fol)owing parties filed petitions to int_e~ene or an entry 
of appearance and notice of intervention as a matter of right : 

1NT£RVENTIONS FlLED DATE FILED 

Colorado lnter.tate Gas Company 1-25-88 
St.aff of the Public Utilities Cornnission 1 -25-88 
Thenno Carbonic, lnc. 1-21-88 
Colorado Office of Consumer Counsel 1-27 -88 
CF~I Steel Corporation 1-29-68 
City and County of Denver by and through 1ts 

Soard of Water Cocm1issioner. 2-2-88 
Colorado-lite Electric Association, Inc. 2-3-88 
Hi tex. lnc .and the Uncompahgre Valley Water 

Users Association 2--4-88 
Horthern Colorado Water Conservancy District 2-5-88 
Metropolitan Oenver Sewage Disposal District Ho . 1 2-5-88 
Waste Management of Colorado. lnc. 2-5-88 
Westmoreland Energy. tnc. 2-8-88 
Sunlaw Ener11y Corporation 2-8-88 
Bonneville Pacific Corporation 2-8-88 
County of Arapahoe 2-8~88 
Cogen Techno)ogy. Inc . 2-8-88 
Twombly Partner-s . l nc 4 -12-88 
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As scheduled. a prehearing conference was held on February 18, 
1988. The issues considered were whether the application snould be 
processed as- a rulemaking or as an adjudicative proceeding . and a 
schedule for the process if'l9 of the application . Also considered wa s 
whether a schedule for o'U'ler r elated proceedings. such as rulema~ing as 
reQuested by Staff. should be es'tablished. 

On February 22, 1988, the Cormii ssion issued Dedsion 
Ho. C88-J98 , wtlich recogni?ed that numerous petitions to ,ntervene had 
bee·n filed in Application Mo. 38771. found that present Co1'1111ission rules 
provide authority 1.0 proceed on Application Ho . 38771, established a 
s.eparat.e ntlemaking proceeding to consider the adoption of a rule similar 
to that suggested by St.aff, and adopted a temporary rule which authorized 

· a bidding procedUn! to establish Pub1ic Service's avoided cost. The 
C00111ission waived any part of Comnission OF Rule 3.00 in conflict with 
Public Service's application and adopted a schedule for the proctssing of 
A.pp1ication No . 38771. Hearing fo Application Ho. 38771 was scheduled 
for Apri 1 18. 1988. through Apri 1 22. 1988. 

On March 8, 1988, Thenno Carbonic , Inc. (Thenno), fHed a ,notion 
for a 60-aay continuance 'of the procedural schedule. This motion was 
denied on March 9, 1988. in Decision Ho. C88-272-l. On March 10, 1988, 
Thermo filed a motion for reconsideration of Decision Ho . C88-272-l. 
Responses or joinde.Q _j n ,Ther111o's ·niotion f,or-r.eco.o.tideratior, were f;led 
by C.ogen Technology, ·~nc. (CTI}, on !-\arch 11, 1988; by Westmoreland 
Enen:1y, lnc .• on Maret, 11. 1988; by the Colorado Office of Consumer 
Counsel (OCC). on March 14, 1988; and by Energy Ingenuity Company (ElC), 
on March 15, 1988. The C.onrnission denied Thern1o's motion for 
reconsideration or, March 2~. 1988, 1n Decision Ho. C88-339. 

On March 31, 1988, the (OCC) filed a motion requesting 
pr-eheari.ng conference. The Corrndssion issued Decision No. cee-4104 on 
April o, 1988, granting this motion for prehearing conference. The 
Conrnission est.ab\ished Ap~il 12. 1S88, at 9 a.rn., in Denver, Colorado, 
for toe prehearing conference, which was heard as scheduled. A 
pr-ehearing conference or-der, Decision Ho. R86-44b-l , was issued on April 
13, 1988, and amended prehearing conference order No. R88-44b-l-lvnended 
was issued on APri\ 15, 1988. 

PLAM ELEHEHTS 

ln sumnary, Public Service proposed a b1dding proc.edur-e al lowing 
OFs to serve up to 20 pen:ent of Pub l '\c Service's tot.a 1 finn load. 
Public Service further proposed that it would serve the balance of load: 
and prov1de reserve capacity from resources 1t. owns or contracw.a l ly 
controls. PubHc Service proposed five e)ectric supply groups (ES6). 
E.SG 1 is unscheduled energy on1y , ESS 2 is scheduled energy only. ESG 3 
'lS unscheduled capacity and energy, ESG 4 is schedu)ed caoacity and 
energy , and (SG 5 is economic dispat.ch of capac i ty and energy . The 
percentage of the 20 percent of total finn load suggested by Public 

https://dispat.ch
https://pr-eheari.ng


Service to be provided by E.SG J is 7 percent, wi·u, £SG 4 providing 28 
percent. and £SG S providing 65 _percent . Public Service suggested that 
OFs wi 11 furnish bids beginning in 1989 for specific me(Jawatts (l'JW) 
amounts in each two-year Interval for years 1992-1 997. The next bidding 
was proposed to be in 1990 for years 1998-1999 . Under Public Service ' s 
plan, b1ds would be evaluated by Public Service using the fol)o~ing 
cr1tefia with maximum points wtiich may be earned by the bidding Ofs: 

FACTOR HAllJo11UH POINTS 

Operability• 20 
Facility Characteristics 15 
Cost 25 
Fue1 20 
Contract Tena 15 
Project ~nagement and Finance _5 

100 

PUb11c Serv1ce t,l"ODOSed to 1ssue a ~ues't for proposals (RFP) 
showing the precise amounts of capacity needed and giving all specifics 
necessary for bid sub111iss'\on. RfPs would be issued ~n advance of each 
two-year billing cycle. The pr,ce to oe pa\d to any successfully bidding 
OF would be i"ts bid price for the year the OF bids to be in service. 
However. the price to be paid would ~ot exceed the maximum payment level 
for each ESG. The maxi111Um payment level for each ESG group is suggested 
by Public Service to be: 

ES6 1 Eienerat1on vi 11 result 1n a reduction in net 
energy bil)ed to that supplier. 

E.SG 2 ~utually negotiated seasonal or spot price . 

ESG 3 ln land Power Pool operating reserve 
defic i ency charge and average system
coal-fueled production cost . 

E56 4 The lesser of the Rocky Mountain regional 
power martet bid price for long-term, finn, 
unit-<:ontin9ent capacity and energy or the 
cost for economic dispatch capacity and 
enen;y. 

ESG S The cost., for a major ne\,( un1t going 
in-service during the bid year. constructed 
by Public Service . 

ln the comprehensive plan, Public Service s~ated that load 
forecasts for the coming ten years would become the basis for the supply 
plan. Public. Service further stated that bid s would be sohcited every 



two years and that contracts will be negotiated (or additions reQuired in 
years one through ten. Public Service suted that i t.s planning horizon 
for capacity would be ten years . This would provide QFs adequate time to 
understand Public Service's estimated future reQuirements and give them 
sufficient time to conrnit to plans to meet these supply reQuirements. 
Public Servic.e proposed that those OFs who have filed a satisfactorily 
completed .electric generation project application. together with an 
application deposit of $10 per net kilowatt (KW) output would bid for all 
or a port1on of the power supp1y r-eQuirements. Successful bidders would 
have JO days foll<Ming notice of their selection to submit supporting 
documenution. If the documenUtion were not received, that bidder would 
be dropped, and t..he next highest scoring bidder would be moved up. Any 
bidder attempt.fog to change its project from that described in the t>id 
proposal would, be dropped , if Public Service detennines that action to 
be detriment.al. and the next highest unsuccessful bidder would be 
selected. 

Public Service also suggested a security deposit. to ensure that 
any overpayment of capacity could be recovered. .Security deposits would 
be in the form of letters of credit, security bonds, escl"'Ow accounts, or 
insurance annuities. Also, all needed interconnection and system upgrade 
costs on the Public 5ervfce system would be the re:sponsibi lit.y of the OF 
and an executed, off-system, wheeling contract would be reQuired by 
Pub1~c Service prior to execution of a power purchase agreement. 
Successful bidders-r.._,.upon . compliance 'vitl't--- ·&-1-l .. ~U-irement.s. would be 
offered a power purchase ag~ement which would be submitted to the 
Conmission for ~vie\s'. The bidd i ng plan is attached as E.xhibit A to 
Application Ho. 38771 and was admitt~d into evidence at. the hearing as 
Exhibit Ho. l. 

HEARIHG OH TH[ PLAH 

As scheduled, the matter came on for hearing on April 18, 1988, 
and concluded on April 22. 1988. The following intervenors aopeared and 
participated in the proceeding ; Public Service, Staff. OCC, 
Colorado-Ute, Thenno, CTl. the Denver Water Boar-d (OWB}, the Northern 
Colorado Water Conservancy District, and Twomb )y Part.ners Inc . 
(11ot'Ombly} . 1wombly filed an untiniely petition to i ntervene which 1Jas 
granted on AJ>r11 19. 1988. 

Testiaiony was presented by Wi111am J . Martin. J. O. Hec~endor-n, 
James Monroe 111, Harvey 5algo. Janice Hamrin. William t. Coleman, 
William Sates, John Oiebel, Girts Knanins. Curtis R. Jensen, Gregory L. 
lwombly, Gary Schm1t.2, S-aeed Barhaghi, \lef'Tlon J. Twornb1y, Carl E. Hunt, 
.lames R.anniger, and Warren L. Wendling. The follwing exhibit~ were 
marted and were admitted into evidence: A, 1 through 8; 8, 9 through 11; 
C, 12 and 13; D; E.; F, 14 and 1S; 6; H; I; J, 17 ; ~. 18 , 19, and 20; L. 
21; f'\; N; O; P; O; R, 21 through 41 ; S, 42, 43, and 44. Administ.rative 
notice 1JaS tal:.en of Exhibit •Ho . 16 . At the conclusion of t.he hearing. i t 
was agreed that opening sutements of position would be 
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filed by May 4 , 1988. and reply sta t ements of position ~ou ld be filed by 
~ay n . 1988 . Opening st.atements of position were t imely filed by : 
Arapahoe County, OCC, the Denver Water Board , Colorado-Ute, Thermo . 
Twomb ly . Pub lie Service, CH . and Staff . Reply statements of p-0si t 10n 
were time\y f i led by Public Service, Thermo, and OCC. 

COMMtSStOH FlN0lHGS 

The Co1m1ission fi nds from the record of this proceeding that 
Public. Servi ce's application for a bidding procedure to establlsh its 
avoided OF costs should be granted lto'ith cer-t.ain modifications. The 
testimony and evidence presented in th i s proceeding revea ls that a 
bidding procedure is necessary to ensure both the r eliability and 
adequacy of Public Service's system and that the customers of Pub)ic 
Service w'ill not over-or under~ay for OF l)ower. Mo"over , a b'lddfog 
pn>cedure will enable Publ1c Service t o obtain the lowest-priced OF power 
ava\laD\e which will enure to the benefit of its customers. 

Th-e bid pn,c.edure proposed by .Public Service for OF po""er is a 
good beginning steo. The Com:nission finds that Publ i c Service should 
c.onsider the bidding procedures for utility supplied power as well as 
demand-side measures in the future. The Comnission's goal is a thorough 
consideration of all source bidding. 

E-.ctensive testiniony and evidence was submitted i n this 
proceeding. "'hich raised the issues listed below . . The Colllllission wil1 
consider each of theseTisues· ana 'to· the e·xterit t ·hat· th~ I) lan proposed by 
Publ i c SeNice 1n this pn,ceeding varies from the C01trnission's findings 
on each issue . Public Service will be or-oered to modify the plan , and to 
fi1e new QF tariffs which conform to the plan a's modified by this 
decision . 

ISSUES : 

• The 20 percent OF l i mi t . 

• The application fee . 

• the security deposit . 

• Third party oversight of the bidding process . 

• Non-price factors . 

• Standard contracts . 

• ESG groups . 

• Transmiss i on system upgrade . 

l ype of biddi ng system , 
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• Milestones . 

• Discriminatory OF charges . 

• Fort St. Vra in . 

• Mun icipal purchase contracts . 

• Preferences for nwn1c1pa11t1es and fuel type . 

• Leadtime . 

Points for 15-year contracts. 

• £$6 5 u,p or rebid . 

• Prior whee11ng contract . 

• Direct load control and customer load control . 

• BanKing contract. 

• Reopeners . 

• Reveal i'n-crcac,s ... , ..... . 

• 0Mnand side bidding. 

• All source bidding . 

,. lhe 20 percent OF limit. 

Pub1ic Service states in its plan (Exhibit Ho. 1) at page vii: 

Purchases from OualHying Faci11ties would be limited, in 
aggregate, to 2~ of the tota1 system fl nn net peak. load. 
Numerically. t.his aTDOunt is about equal to the projected 
operating reserve level of the C01110any (about 20%) beginning 
in 199-4 when OFs are expected to be a 1a,-ge por-tion of tot.al 
generation and reg1onal reserves . upon wh1ch PSC has re lied. 
are forecasted to decline. 

Generally, the interv·enors contend that the proposed 20 percent 
limit should e i ther be rejected or should be substantia11y increased . 
.Several intervenors contend that the 20 percent limit is contrary to the 
requirements of Public Utility Regu1atory Policy Act (PURPA) and the 
Federal Energy Regulatory C0tm1ission (FERC) OF Rules. ln response, 
Public Se!"'Vice presented evidence that OFs do not have -an es1.ab1ished 
track record and the 20 percent limit is. therefore. a prudent first step. 
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lhe ColTl1liSS1on finds that Public Service 's proposed limi t of 
20 percent of total-system, firm net peak-load i s a reasonable starting 
point. At this time, considering Public Service's excess reserves of 
n percent, to exceed 20 percent ._.ould place potential r i sk on 
ratepayers. However. the Corrrnission views this limit as a target, rather 
than as a •timit. . The Co111"11ission expects that. Pub li c Service will monitor 
this sHuat.ion and will make futur-@ recomnendations for possible 
revision, as circuntStances warrant. lt is the Colfflliss1on 1 s view that the 
20 percent limit may be increased, reJDOved, or lowered, depending Upon 
Public Service's future experience with qualifying fac1l1ties, its 
reserve cn.ar-gin. availability of power in the region . and other factors. 

2. The Application Fee . 

Public Service proposes an application fee in the amount of $10 
per net OJ output, which must auompany a satisfactori -1y completed 
application. Under Public Service's proposal, both the application fee 
and a CCMIIPleted app11cation are necessary for a OF to be eligible to 
bid . Public SeNice st.ates that the applicati on fee will encourage only 
serious bidders, and \.fill be refunded to unsuccessful bidders upon 
announcement of the successful bid. Public Service al so proposes that 
the application fee i.rill be refunded to successful bidders in equal 
an,ount.s over the first five years of project. operation. 

tn testimony p~sented on this issue, t.he 1ntervenors opposed 
the amount of the application fee and the proposed refund procedure . CTI 
urged a deposit in the. range of S25,000 to S50,000. ... ~her testimony ._.as 
presented that the apfiTTcation ·aepOsit . should ··be refunded for suc.cessful 
bidders at the date of cormiercial operation , or with interest at the date 
of contract award. 

The Conmission finds that the function of an application fee is 
to ensure that only serious bids are ~de , and that an application fee in 
the amount - of S10,000 will serve this purpose. This deposit must 
accompany a satisfactorily completed electric-9eneration projec: 
application and irrsnediately will be placed into an interest-bearing 
account . For both successful and unsuccessful bidders, t.he application 
fee will be refunded , with intere5t, at the da~e of contract award . 

3. The Secu~ity Deposit. 

Public Service sutes at paragraph t1 G. Security Provisions. , 
pages 114> through II-, of the plan : 

Because OFs have no st.atutory obligation to 
serve, they ~ill be subject to security depos its . The 
purpose of such deposit is to insure that to the 
extent 015 are. · overpaid (in the event of project 
failure for example) . the overpayment can be 
recovered, Such overpayment could occur if long term 
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capacity rates had been paid for- what actua 1ly became 
a shor-t-term facility. ln addition, should the OF 
cease to operate for any reason. PSC w1) 1 have the 
right t o operate the plant to supply capacity and 
energy if the plant is still in operable condition . 

At the expiration of a non-defaulted purchase 
contract. security deposits in the forms of Letters of 
Cred1t or Security Bonds vi 11 be caneelled. Cash in 
the f onn of Escrow Accounts or lnsurance Annuities 
revert to the project owners. 

Thenno Carbonic presented t.est:imony that there is. no risk of QF 
overpayment, conseQuently there is no need for a security deposit. Other 
evidence was presented that the proposed secur1ty deposit would render 
projects f1nancia11y unfeasib1e., that the security depos1t would not be 
related to replacement or avoided cost, or would be discriminatory since 
not c.harged to other uti l 1t1es . Testimony was presented by Staff that 
the bid plan adopted in· Idaho uses risk reduction fa~tors, coupled \iith a 
•I(• factor, and that these risk reduction hctors reduc.e the amount of 
needed security deposit. 

The Conmission finds, from the evidence presented in this 
proceeding. that a s~cur-ity depos1 t ·~hou1'd--be ~qu,i.Qll of OFs. to protect 
ratepayers from the risk ·of Public Service having to obtain mo~ costly 
replacement power in the event of OF failure before contract comp let ion . 
The Conrnission finds that the r1s~ for IJhich the security deposit 
represents insurance 1s the possibility of pr-oject fa1 lure or defau l t 
before contract completion, and the need for 1Dore costly replacement 
power in that event. This rlsl is proper1y 111easured by the difference 
between the aroount bid by the successful bidder and the cap amount. 

The COfllll1ssion a1so finds that Staff's proposed risk-reduction 
factors are a reasonable aocroach to calculating the necessary .security. 
St.aff 's approach, refineo to measure dsk reduction features • of 
cogeneration proposals in Pub11c Service's RFPs. should be apphed to 
reduce the a1n0unt of the security deposit needed. However, the 
Comission is not persuaded that the •K• factor proposed by Staff 
represents a risk reduction factor. Accordingly, the Conrnission wi11 not 
reQuire Public Service to 1110d1fy 1t.s plan to use the •t• factor. 

Testimony was presented by Public Ser-v1ce and by the intervenors 
that the category 4 OFs no-i negotiating v1t.h Public Service are unable to 
reach contracts prim.ad ly because of the type and amount of securi1.y 
deposit reQuired by Pub1ic Service. The Coffl'lf'ission finds t.hat the above 
r-isk cneasurement and risk reduction factors , and the bel~ mentioned 
fonns of security deposit shall be applied to the category -4 QF-s now 
negotiating ..,;th Public Service. 

The Com.nission v\11 require that Public Ser-vice specify the 
securit~ arrangements in each RFP, giving attention to all the elements 
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described here. The Conmission also anticipates that security 
arrangements rMY \/ary for different types of po1,,1er that. are subject to 
the bid process. ln other worc1s , some technologies may be 1ess risk. y 
than at.hers and thus different values for risk-reduct ion factors \.l 'i 11 IJe 
computed. 

The security deposit wi 11 l>e due JO days <1fter a successfu) 
bidder signs a power purchase c.ontract with · Public Service . . ln the event 
a OF fails to post the requ1Nd secur1ty deposit timely, that bidder wi11 
be dropped from the award list, and Public Serv1 ce may award a contract 
to the next unsucc.e"Ssful bidder. lhe fonn of the security depos1t may be 
by letter of c.redit. securHy bond. perlonunce bond, escrow account, 
insurance annuity , or other l1k.e arrangement. 

4. Thi rd Party Oversight of Bidding Process. 

PubHc Service proposed that 1t administer a1 l aspects of the 
plan. Other parties to this pn>ceed1ng presented testimony and evidence 
that an ~ndependent entity, such as an account1ng firm, should administer 
the pr-ogram. Other parties urged that the Corrrnission should administer 
the bid process. The Conruission finds that the eva.1uation of the b'ids 
should be within the control and conduct. of an independent entity, and 
that this entity should be selected by Public Service, subject to 
Comrission approval. The cost of this independent. entity is not a OF 
cost. and sha l1 be borne by the comoany. This independent entity should 
be free of any substantial cont.act or affiliation \Jith Pub l ic Service, or 
with the Coamission, '!,Jhich would affect. 'its independence 'in evaluat-\ng 
bid proposals. ffio; -· ·eri~1'1eerfog.- ' financia-f ,-- - economic, and 
enerqy-re.lat.ed expertise is essenti al. Publ1c Ser vice shall st.ate the 
criteria used and name the selected entity in its RFP . The Comnission 
will approve or disapprove Public Service's selection in its order 
approving or disapproving Public Service's RFP. 

5. Forecastino and P1anning. 

The record of this proc!eding reveals that forecasting and 
planning is the essential. first element in the bidding process, because 
it defines amounts and types of oemand, and lists available capacity_ 
Forecasting and planning also determines Public Service's own capacity to 
generate power and its need to purchase additional capac1ty. wh'\ch in 
tun, deter,pi nes the access of OFs to t..he bidding process. lf Pub 1ic 
Ser-vice forecasts that no caoac.ity \i'tll be required at any given time. 
OFs 111,3y then not have access to the bidding process. ln its proposal 
Public Servic.e st.ates: 

The basis for power supply decis~ons will be year by year 
forecasts of probable customer requests for electrir services 
and the as$ociated power system reQuirements for meeti ng 
those reques ts. 
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Testimony was received in this proceeding suggest.ing that Publ ic 
Serv1ee for-ecast.s should be conducted eithe:- under Conrnissi,on 
supervision , or subject t.o Colffllission approval. The C.onrnission finds 
that planning and forecasting ar-e management. functions of Pub1ic Service , 
but that the Company should continue its open policy of seeking conrnent 
from all sour ces early in its annual forecasting and planning process. 
After Public Service issues its annua l forecast. it may then 
appropriately detemine demand, available resources and capacity which is 
needed. and wtdch may be f1 lled by OFs. Upon cocnpletion of fo•reust ing 
and planning Public Service shall then initiate the RFP process. 

The Corm1ission further finds that it wi11 not order Public 
Service to file an application with the Corrrnission seeking approval of 
its annual forecast, nor at this time does the Corrrnission envision 
entering an order approving or ~isapproving the forecast. However, 
shou1d any party believe that Public Service's forecasting process is 
fundamenu11y flawed. that party may file a COt11Plaint· with the Conrnission 
seeK1ng appropriate relief. 

6. The RFP Process. 

Public Service pr-esented extensive testimony on it.s proposed RFP 
process. Public Service suggested that onc e its forecast indicates that 
capacity 1s needed, it -111 then. jssue an-.REe requesting OF bids for this 
needed capacity. Pub)"fc 'seNice further suggestedt.hat the RFP will 
provide adequate information for OF bidders to prepare appropriate 
responses to the RFP. Public Service flnally oroposed that its RFPs 
shall be prepared, evaluated, ranked, and awarded by Public Service. 

As noted above, other parties to this proceeding contend that 
the Conmiss1on or an independent entity should administer al1 aspects of 
the RFP process. The Comnission finds that the eva1uation and ran~ i ng of 
bids shall be conducted by an independent entity named by Public Service 
in its RFP, subject to C0tm1ission approval. After the Co!TITlission f inally 
approves an RFP, the formal bid process may begin. 

The Conrnission finds that Public Service shall tile a separate 
application see~ing Conrnission approval of each RfP. The Col'IITliSs1on will 
91ve notice of this fi1i ng and will orovide opportunity for in~ervention 
and corrments by the parties , Should interventions be fi 1ed to the 
app\ication. the C0111111ssfon may set the matt.er for hearing. and at 1ts 
conclusion vill approve or disaoor-ove the RFP. 

7. Price ancl Hon-price factors. 

Pub 1i c Service provided evidence that. both price and non-pr~ ce 
factors must be used to deter'Tt!ine the award of any bids. Staff ana other 
i ntervenors provided testimony that prke and operability shou 1d be the 
sole factors considered. The Conrnission finds that Public Service's 
proposed non-pr'lce factors ar-e approoriat.e a s beginning c riteria, and 
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that non-price factors do contribute to price detemr\nat.ion . For these 
reasons, the non-price factors in the plan shall remain as criteria for 
now. The Corrrnission also finds that non-prke factors may vary , 
dependin9 upon the technology, location, fuel types, Quantity, and 
quality of capacity and energy placed for bid in each RFP. The Public 
Service should remain f1exible in this regard and shall justify its 
non-price factors adequately in each RFP. 

8. Standa rd Contracts. 

The record demonstrates that standard contracts must be 
developed promptly. An extenshe, tinre-consuming, contract negot i ation 
process has expended the resources of both the OFs and Pub lie Service . 
One 'inter,.,enor suggested t:/'lat Ofs should have the option to reject any 
standard contract developed , and negotiate an entirely new agreement.. 
The Cocmr1ssion will rejett. this contention. and finds that st..indard 
contracts are urgently needed . Accordingly. Pub11c. Service wi 11 be 
reauind to propose standard contracts 1n this proceeding within 30 clays 
of t.he date of this decision. All parties may co~nt on 'these standard 
contracts for an additional 30 days. At the conclusion of this time 
period, the Canmission 1,,1ill approve or disapprove these standard 
contracts by separate on:1er .. The Comnission suggests, as a minimum. that 
the standard contracts proposed by Public Service shall contain dates 
when appHcat.ion and security fees are due, the dates and 1,,1ays that these 
fees 1Jil1 be reduced and refunded, 111ilestones. timetables for necessary 
even-is before conmertial operat1on date, anc1 thn possible resolutio·n of 
contract differences • rnay be accomplished by use of the Unifonn 
Arbitration Act of 1975, S 13-22-201, et seq., C.R.S. 

-;-.---• , , .... - • p ··· 

9. Eneroy SupQly Groups. 

As addressed above under Plan Elements (see page 4) , five QF £SG 
are proposed by Public Service in !nis proceeding, which will serve ·up to 
20 percent of Public Service's total fil"'ff) load . Some intervenors 
testified that ES6 3, ESG 4, and £56 5 should not be limited in either 
amount or size. Other 'intervenors urged that Ute percentages for each 
ESG category should be increased, and that Public Servic.e 1 s method of 
deriving the various ESG group limits is f\a~ed. 

The Corrmission finds that the per-cent.ages proc,osed by Public 
Ser,.,ice for ES6 3. ESG 4, and ESG S aN reasonable as initial urgets, 
and that the size limitations on these £.SG groups a~ appropriate and 
reasonable because size directly affects reliability , abi\ity to schedu1e 
and dispatchabi1ity of OJ=.s. However, the Conmission finds that these 
percentages should be monitored by a report issued annually by Public 
Service at the t,me of the Pub1ic Service ' s annual demand forecast so 
that these percentages may be subject to future modificatfon, aS" Qf 
experience is gai ned in each ESG group. 
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Public Service addressed maximum payment levels or caps for each 
£SG group under Plan E,ements (see page 5). It wa~ contended by various 
intervenors that these caps were derived improper1y, that there should be 
no cap on any LSG group, and that renewab1e resources should receive 
preference. From the evidence presented. the Comission finds that the 
caps for each £SG group are appropriate, and should be approved as a 
beginning step. However, as with other parts of the plan. these caps 
will be subject to future Conrnission review for poss1ble revision. The 
Cormihs\on a1so finds that . these pr1ce caps should not be revealed until 
after the deadline for the f111n9 of sealed bids expires. The Cotmdssion 
anticipates that. the fil~ng of se.aled bids, the opening of these bids, 
and the revelation of price caps will be a contemporaneous process. The 
Conrnission mates this f1nd1ng to ensure that cap prices are set before 
the bids are opened, and that the award of bids will not be based on 
price caps ~hich are known to the bidders in advance of bid submission. 
The Comission also f1nds that Public Service. in its RFPs, or other 
parties, by other ~eans. may propose d1ffen!nt processes as the system 
develops. subject to C011111ission approval. 

10. Transmission Svstem Upgrades and Ownership. 

Various intervenoM testified that Public Service assesses 
improper charges to QFs, in add~tion to proper interconnection costs. 
The a1legations include Public Service's proposals that OFs pay for a11 
transmission system upg~a<!es"l'leces-sary wit.hin•·,ts-syst~ffl'•to move OF power 
to the Denver load, and that QFs contribute a11 interconnection 
hci lities and transmission system improvemenH to Pub lie Service. which 
gives rise to taxable income to Public Service. Finally, it was 
testified that Public Service proposed to reQu1re Qfs to pay the P-ublic 
Service's income tax liabil~ty incurred as a consequence of the 
contribution of interconnection faci 1ities and transmission system 
improve111ents. 

CTI presented testimony that a OF should only be reQuired to pay 
a oroportional share of upgrades. CTl states that the costs shou1d be 
snared in proportion to the use. Themo also presented testimony that 
tne alleged improper additional charges violate Conrnission OF Rule 1.208 
and discriminate against OFs since these charges are not assessed against 
other uti11ties selling po~er to Public Service. 

Pubi 1c Service presented testiJDOny that QFs are requ1 red to pay 
the cost of all transmission system upgrades necessitated by the presence 
of OFs on 1ts system, and other interconnection costs, because QFs may 
locate wherever they choose on the system. Moreover, Public Service 
stated that power purchased from other utf11ties ,s subject to careful 
system location, and H these pur-chases require upgrade, Public Service 
receives appropriate price concessions. Colffllission QF Rule 1.208 states: 

•Interconnection costs• means the reasonable costs of 
connection, switching, metering, transmission, distribution, 
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safety provisions, and administrative costs incurred by the 
electric utility directly caused by the installat ion and 
maintenance of the physical facilities necessary to permit 
interconnected operations ~ith a qualifying facility, 
including the cost of installing eQuipment elsewhere on the 
utility's system necess1tated by the interconnection. to the 
extent such costs are in excess of the corresponding costs 
which the electric ut111ty would have 1ncurred if it had not 
enaaqed in interconnected operations. but, instead, 
generated an equivalent amount of electric eneray itself or 
purchased an equivalent amount of electric energv or 
capacity from other sources. Interconnection costs do not 
include any costs included in the calculation of avoided 
costs . (Emphasis added.) 

The Comission finds that it 1s proper under Rule 1 .208 for 
Public Service to require OFs to pay for all 1nterna1 transmission system 
upgrades needed to move OF pC>\o'er to the Denver load, because QFs may 
locate wherever they choose within the State and without. Thus , 
transmission upgrades, if needed, and the contribution of interconnection 
facilities may be necessitated solely by the location of the OF on the 
system. The Conrnission further finds that Public Service does not 
discriminate against OFs in assess1ng transmission upgrade costs or in 
requiring the contribution of interconnection fac1li~ies. The testimony 
presented by Public Service persuades the Co11111ission that Public Service 
appropriate ly treats power purchases from other util,ties in a rational 
and well founded manner based on prior experience with these utilitie~ . 

Various intervenors presented testimony :hat interconnection and 
transmission facilities should either be owned by the QF, or jointly 
owned by the OF and Pub)~c Service . T.he Colllnission H~ds that Public 
Servi ce's system requires the stability, dependability, and ccntrol 
gained by company ownership of its system. We wil) theretore order no 
change in this aspect of the plan . 

11. 8iddino Svstem. 

Much testimony was presented as to tht soecif i c type of bidd1ng 
procedure which should be used . The Coarnis sion finds that a 
discriminatory auction as proposed by Public Service should be used for 
the fir-st bidding scheduled for 19ag. However, as experience is gained. 
other types o( auctions may be used, if appropriate for changed 
circumstances. 

Other parties contend that the Co1T111ission does not have 
authority under FERC rules to adopt a bidding program or that a bidd i ng 
program shou\d not be implemented. The Cormiission finds that the record 
of this proceeding contains substantial evidence which shows that a 
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bi~ding procedure should be adopted and that such a system is no t 
prohibited by FERC Rules. CollTllission OF Ru l es, or by PURPA. Staff 
suggested that milestones should be adop ted and if a OF fails to meet a 
milestone. this facility shou l d be dropped from the winn i ng bid lis t . 
The ColTITlission finds that milestones , if appropriate, should be included 
\n the RFPs to be issued by Pub)ic Service. or in the standard contracts 
wh1ch wi ll be later proposed. 

12. Oiscrim1natory OF Charges. 

ln add~tion t o the c.r1tic ism of Public Service' s proposals for 
charges on transmission system upgrades (see paragraph 10 above ) , other 
testimony was presented by the intervenors that charges proposed by 
Public Serv1ce to be paid by OFs are not assessed aga i nst u~i l ities 
selling power to Public Service. These parties contend th~t these 
char11es result 1n discrimination against QFs . The additional 
discriminatory OF charges are alleged to be : 

Security for the refund obligation . 

Pub11c Service's costs of negotiating contracts or conducting 
engineering reviews. 

. ' . 
OF payment of Pl.ib'l'fc S~rv1ce 1 s tax liab"i1tt}"ff"Offl'·t.ontributed 
QF interconnection faci11ties and transmi ssion system 
improvements. 

Public Servi ce presented testimony that other utilities are not 
charged a security deposit because they have an established track. record 
of reliabi)1ty, have known financial strength , and mainuin a broad range 
of generating resources . Public Service a lso test i fied that the security 
reQuirements for Ofs may be elimi nated or reduced at the time that OFs 
demonstrate the i r reliability. Public Service further test if ieo that it 
does not charge negotiation costs to other utilities , because Public 
Service buys and sells to other uti li t ie~. and negotiat ion costs between 
these entities even themse lves out over time. As to the applicat ion fee, 
Public Servi ce s:tates th is i s required to ensure serious bids . Thi s has 
never been a problem 11'\ Public Service's transactions with other 
utilities. For these reasons, Pub lic Service concludes that none of 
these char-ges is discriminatory to QFs .. Public Service a1so sU'tes that 
all of the charges, other than the a0plication and secur,ty deposits. 
have been in place for a substantia1 t1me . 

The Coarnission fi nds that these charges to OFs are not 
discriminatory, and that they bear a rationa l relationship to costs 
incurred for OFs on Public Service's system. According1y, the charges 
reQuired of QFs are fou"d to be appropriate, and comp1y wi th Cornnission 
OF ru) es. 
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13 . Fort St . Vra1n Nuclear Generating Stat ion . 

Testimony was presented as to the Fort St. Vra1n Nuclear 
Generating Station (FSV). Public Service states that it is entitled to 
sell all power produced by a repowered FSV to its customers at 48 mills 
per KW up to 330 MW at 100 percent operating capacity. Staff contends 
that FSV should be removed from the resource plan because the prior 
settlement agreement relative to FSV provided that th1s plant wou1d not 
be in service after 1990. Staff and OCC also state that the FSV 
settlement agreement refer.s to this plant as a nuclear generating station 
and, thus , the rate of 48 mills per KW will not apply to power from that 
site which is not nuclear-<Jenerated. 

Other parties to th1s proceeding urge that FSV, if repowered, 
should be cons1dered as the marg1~l un1t for purposes of estab11shing 
avo1ded costs. Several parties contend that al\ issues concern1ng FSV 
should not be cons1dered in th1s proceeding, and Staff of the CollJTliss i on 
has filed a separate app)ication seeking a declaratory judgment on al l 
FSV issues raised in this proceeding. The Conmission finds that the rate 
issues pe~aining to FSV raised in this proceeding shoo1d be deferred and 
considered in the pend i ng declaratory judgment proceeding. The 
Conrnission also finds that FSV will be included in the plan to the extent 
it will be generatin~ as a nuclear-powered station. Other generation 
from FSV i s speculative at this time. As Public Serv,ce makes its plans 
for FSV known in its annual-planning process, the 1ssue of repo~ered 
operation ~ill undoubtedly reappear. 

14. Hunic~pal Purchase Contracts . 

The DWB presented testimony that Public Service agreed, by its 
existing contracts wi th the OWB, that it would negot i ate long-term 
contracts to purchase p0-1er mace ava11ab)e for sale by Denver. OWB 
stated that any CoRITli ssion requirement which ~ould implement a bidd i ng 
procedure in lieu of the con~ractural requirement for the negoti~tion of 
lonq-tenn contracts wo~ld be unconstitut,onal. The OWB also contenoed 
that existing contracts shou)d not be affected by a bidd ing procedure, 
and that Oenver is legally entit1ed to negotiate fu~ure contracts wi th 
Public Service at ex i sting avoided-cost rates. 

Public Service presented testimony that Denver's franchise does 
not give Denver abso lute rights to negotiate long-tenn contracts with 
Public Service. Pub l ic Service further stated that existing contracts 
~ill not be disturbed by the adoption of a bidding procedure . Ho~ever, 
Public Service stated that, as to new long-tenn contracts, the OWB ~ill 
nave tne option of proceeding as a QF, subject to ~hatever system is then 
in p)ace, or to contract as an indepencJent power pr,oducer with Publ ic 
Serv,ce. Staff contended that Oenver is not ex~m~~ from CO<TrTii ssion 
jur,sdiction as to its QFs. 



The Conrnission finds that existing 1ong-term contract~ between 
the OWB anc Public Service will not be affected by this proceeding. 
However. although the City and County of Denver is a home rule 
municipality, its sales to jurisdictional utilit5es from either its 
present or future municipal electric facilities are s ubject to Co1m1ission 
jurisdiction to the extent that Denver see~s to either be a OF. 
contracts w,th Publ1c Service as an independent power producer . 
Co!Trl\1ssion finds tnat Denver's contentions do not warrant any 
modificat\on to Public Service's plan. 

or 
The 

15 . Mi see 11 aneous Is sues . 

a. The OWB presented argument that municipalities should be 
given a preference in tne bidding procedure. Other parties adduced 
evidence that a preference should be granted for facilities using 
renewable fuels. The Conrn1ss1on finds that there is no municipal or 
renewable fuel preference 1n S 210 of PURPA, nor in the rules of this 
COf1111ission or in the FERC QF Rules. Accordingly, the Conrniss,on will not 
reQui~ Public Service to mod Hy its p1an in these regards. Ho..,ever, 
Public Service may want to cons,der mun1c,pal power in its RFP as a 
non-price factor in terms of the management stability and economic 
development features of particular projects; rene1,1able fuels should also 
be considered as a non-price factor. 

b. Many o"f"'tlle ' inter-ven~rs u·rgeci"th-at. ' the--e'ight- to ten-year 
lead-time proposed by Publ,c Service 1s too long and suggested lead-times 
oi three to six years . The Connission finds that the appropriate 
lead-time for projects lorill vary from year to year. Tne ColTltlission finds 
that 1ead times should be recons,dered on an annual basis, at the time 
that Public Service publishes its load and resources plan, and that 
lead-time can also vary depending upon the type, Quantity, and Quality of 
power needed. Accordingly , the Co1t111ission conc)udes that a four- to 
si~-year 1ead-time no~ appear'!. tc be more reasonable, bu~ should be 
considered by Public Service at the time that 1t ,ssues ~ts various 
RFPs. Thus, by January 1, 1989, Public Service shou1d nave an RFP 1n 
place for po~er to be on line in 1992. 

c. Testimony by several intervenors suggested that Public 
Service should award points for a proposed contract with a term of fewer 
than 1S year-s. Staff testified that plant may be ~aluable if it provides 
capacity tor five years or more, and r-econrnends the use of a graduated 
sc.a1e. Staff testimony also 1ndicated that long-term contract-s are not 
always desirable, and that contracts of fewer than 15 years may have 
benefit. The ColllTlission finds that a contract of fewer than 15 years may 
have va1ue and should be a~arded points in the h1dding process. The 
Corrrnission will reouire Public Service to modify its p)an by the use of a 
graduated scale start1ng from f've years up to 30 years. 

d.. One lntervenor reQuested that the Commi ssion order t he sam~ 
level of cispatchability in the ESG 5 category that Public Service 
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maintains for its own facilities. However, testimony presented by Public 
Service established that Public Service does no, seek to require a 
greater level of cispatchability from QFs to qualify for [SG 5 than is 
presently available from its own facilities. Accordingly, the Co11111ission 
will not require that Public Service modify its plan in this regard. 

e. Pub,1c Service proposed that all potent1al QFs must have 
executed wheeling contracts before 1t ~111 Sign a power-purchase 
agreement. Numerous parties presented evidence and testimony that this 
reQuirement is unnecessary and unreasonable. The Col'TITlission is persuaded 
by the testimony and evidence presented by the intervenors, and finds 
that this requirement is unnecessary, and ~ill order Public Service to 
modify its plan to e,iminate this reQuirement. 

f. Staff testimony identif1ed three concerns with Public 
Service"s forecast: the treatment of energy efficiency in the 
forecastfog equations, the future re1iab1Hty of d1rect load-control as a 
resource, and the details of the customer load-control program. Staff 
requests that Public Service, Staff , and other interested parties meet to 
discuss these maturs. The Conmission suggests that Public Service 
con'llene a meeting of al 1 t nterested part1es to discuss these issue.s 
within one month after th'"is decision bec.omes final, and that Public 
Service shall report the results of these meetings in its next resource 
plan presentation. 

g. Staff suggested in this ·proceeding th,at _,P,1Jblic Service 
should be encouraged toTak.e~advantage o"f · tts· b·anking contract \Jith 
Colorado-Ute. The Comission concurs with this suggestion and encourages 
Public Service to do so in ortSer to save ratepayers as much money as 
possible and ~o use resources as efficiently as poss1b1e . 

h. The evidence presented by the 1nte~venors suggests that 
Public Service should be held to the price cap established for each block 
of powe-~ placed for OF bid. The Col!lllission agrees and finds that Pu!:'llic 
Service should modify the plan to reQuire that it shall either build or 
ourchas·e any block. of po...,er whkh is not successfu1 ly bid a~ or under the 
estao1ished price cap . ln the alternative, Public Service may again 
place this bloc~ of power for OF bids . 

i. Public Service testimony indicated it wil' supply any 
amou.nts of capacity which are bid at the price cap. Howeve r . Publlc 
Service also testified t hat it should have the right to re-examine the 
price cap if it must supply amounts of capacity which are less than the 
increment placed for bid. The Comission finds that if amounts of 
caoacity, less than that placed for bid, are not filled by the bidding 
process, Publ,c Service may either supply these increments of capacity at 
or under the price cap, or may reopen the bidding at re-examined price 
caps. If no bids are rece\ved at or under the re-examined cap amount. 
Public Servic.e, as the provider of last resort, may then either build or 
purchase these amounts of capacity at or under the re-examined price 



caps . However, Public Service shall not re-examine or rebid these lesser 
increments of capacity more than one time. The Comission finds that 
Public Service shall modify , ts plan to conform with these findings . 

j . The Staff presented testimony that the reopening of 
bidding, after a~ard of a contra.ct has been made should not be a11owed; 
except under extreme circumstances. The Conrniss1on is persuaded that the 
bidd1ng process should not be reopened after successful bids have been 
awarded, except under the most extreme circumstances, such as an oi l 
embargo . 

K. Demand-side bidding was suggested in thi s proceeding, and 
that bids from others than OFs should also be accep~ed . A11-source 
bidding, incl uding demand-side bidding, are matters ~hich the Corrrniss i on 
is seriously considering, and which may ultimately becon:ie part of the 
bidding process . However. as a first step, the Co1J111ission finds that 
only OF bidding should be adopted and, as more experience is gained in 
the bidd1ng process, bids from other sources , including demand-side 
bidding, may eventually be adopted. The Co1T1Tiission will not reQuire 
Public Service to modify its plan to inc1ude bids from others than OFs at 
this time. 

1. Colorado-Ute testified that the present category 4 OFs who 
contacted Pub 1i c Servi.c; e~ be,f.ore. No.Yember •4 •. 19.~l, and who are present 1y 
negotiating contracts, should be subject to the b.idd°-liig ·process. 
Colorado-Ute further suggests that it ~ill be adversely affected by any 
contracts with these e~isti n9 OFs since it is a substantial purchaser of 
power from Public Service . The Corrrniss i on f1nds that the category 4 OFs 
now negotiating with Public Service- should con~inue to negotiate through 
December 31, 1988. tf any of these Qfs is unable to achieYe contracts by 
that date. they shall then be subject to the bidding procedure 
established by this decision . The Cof1'fllission also points out tha~ i t 
previously st..ated that any contracts with these Qfs will be carefully 
reviewed for detennination of whether they contribute to the over-supp1y 
problem which prompted this proceeding. Moreover, the rates paid oy 
Colorado-Ute for the power it purchases from Public Service are 
established by FERC. Accordingly. the Cormiission has no jurisdiction ~o 
cons i der the ra~e issue Colorado-U~e raised. ihe Co!lfflission ~;11 
therefore not order Public Service to modify its p1an in this reganl. 

THEREFORE TH~ COMMISSION ORDERS THA1: 

1. The application of Public Service Company of Colorado· 
regarrling co9eneration and srnal1 po.-er producers, Applkation No. :38171, 
i s granted in accordance with this Deds1on and Order. Public Servi ce 
Company of Colorado shall est.ablish its avoided costs for the purchase of 
small power proauction and cogeneration facilities in accordance with a 
bidding plan in conformance ~ith ordering paragraph 2 . 
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2. Public Service Company of Colorado shal I mod,fy its 
comprehensive bidding plan filed in response to Colorado Public Utilit,es 
Corrrnission Decision No. CSJ-1690. (Exhibit No, l) in this proceeding. to 
conform tot.he changes tn the statement and findings portion of this 
Decision. 

3. Pub11c Service Company of Colorado shall file ne-w 
Qualifying Facility Tar1ffs, which shall replace the existing Pu~lic 
Service Company lndependeant Power Production Tariffs pages l througn 25. 
now on file with the 'Colorado Public Utilities Conmission. The tariffs 
ordered to be filed by ttds Order shall be filed w1thin 20 days after­
Application No. 38771 becomes final before the Corrmiss\on. These tariffs 
shall be f1)ed on 30-day's notice to the Conrnission and shall ' refer to 
the Conn1ssion's final dec1s1on 1n tni$ matter. 

4. Putlic Service Coinpany of Colorado shall file proposed 
st.andani qualifying fac111ty contracts within 30 days of the date of this 
Decision and Order. A1l parties may connent on these proposed standard 
contracts for an additiona\ 30 days. The C01Tmission will approve or 
disapprove these proposed standani contracts after tne expiration of this 
time period. 

5. Public Service Comoany of Colorado shall apply the risk 
measurement, r-islc reduction facto~ and fonn of deposit as in the 
statement and findings portion of this Decision to the category 4 
Qualifying fac1)ities oow-De,got..iattn~. ~ith Public Service -Company of 
Colorado . 

6. Public Service Company of Co\orado wi1l meet with the Staff 
of the Colorado Publ~c Utilities Coarnission to discuss the concerns of 
the Staff with Public Service Comtlany of Colorado's forecast., anG re:ror: 
the results of the meeting in its October 1988 resource pian presen~a:ion. 

7. The 20-cay ~ime oer,od provioed by~ 40-6-114(1), C. R. S., 
to file an app)ication for renearing, reargument. or reconsiaera:ion 
begins on tne firs: da~ afte~ :he mailing or serving of ~n,s Decision and 
Order . 

This Order and Oecision sna1l be ~ffect1ve 30 ~ays af~er 
issuance. 

DONE IN OPEN M[£TlN6 the 9th day of June 1988 . 

THE PUBLIC UTlLITI(S COMMISSION 
OF THE STATE 0~ COLORADO 

ARNOLD H. COOK 

ANDRA SC!-1MI DT 

Ccrmtissione:-<:. 
cor.n,if~SlOIIC:~ i{QfU,LD L. L::!-!R SP::ClALLY 
CONCURRiNG 



COHMISSlDN[R RONALD L. l(H~ SPECIALLY CONCURRING: 

St.aff of the Co,mriss\or, argued in iB position st.at.ement thol ci 

new demand forecast st"lou1d be preoared to accomoany a new r esou r c.e plan 
by October 1988. that ,n<omal agreement l,,,'itho ut a hearing should bt 
sought through negotinions on forecas t afld plan is~ues, and :h2: a 
45-day comnent period on the demand forecast, resource plan anCI the RFP 
prepared by Public .Serv,ce should follow, with the forecan plan. and RFP 
set for hearing 1f Oifferences rerM in among the parties . 

In its reply statemen1., Staff r estated its position on t he 
resource plan procedure, quoting Or. Schmitz's direct ~esti~ony that "ihe 
Company should be free to produce ih demand forecast \J ithout influence 
from other parties. .. Staff then ;1rgues th.at for oorposes of bidding for 
Of l)Ower, the demand forecast and resource olan must be examined after 
they are ~repared by PSCo. because the Comiss1on has a respons1bi) ity to 
determllle H the planning, as i mp)emented in part by OF bidding, will 
result 1n just and reasonable rates . This can only be accomplished if 
bids produce capacity an~ energy whic~ ar-e needed. 

In o~c1sion No . C87-l690 in App1icat.ion No . 38680, u,e 
Cormiission ordered a morato r ium on OF contraCLS, because of ,~s concern~ 
about o"er capacity, i.f .Public 5ervice wer-e -t~ -'Ol\%r.ac.i ,. for all the Of 
capacity and energy then be\ng offe,.ed to it . For 'the reasons s-:ated b~ 
Staff, we should find that SUff's proposal for rev i e~ of Pub li c 
Service's demand iorecast for purposes of bidding is in the pub l ic 
i nterest. . Staff 's proposal. H adooted. 1JoulO assure that OF bi<id i n~ 
~ill not result in ove~apacity, would allow concems about tne 20 
percent OF limit to be rev i e.,..ea. would ensure fair treatment of biadin~ 
part.i es in the allocation of capacity to the various ESG groups, anc 
would keep the burden of proof that the d@mand foretast and resource p la n 
as used tor pur;:,oses of ~idding is fair and reasonable ._,here that buroe11 
oelongs. on Puo1ic serv1ce. 

(S £AL ) THE PUBLJC lJTJL:TI::S C0M1'115S10N 
OF TH~ STATE OF COLOR.ADO 

RONALD L. LEHR 

Cotrrnissioner 
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