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l. BY THE COVM SSI ON

A St at enent

1. This matter conmes before the Conmssion for
consideration of applications for rehearing, reargunent, or
reconsideration (RRR) to Decision No. C02-793 (Miiled Date of
July 22, 2002) (Decision). In that decision we adopted, subject
to requests for reconsideration, Least Cost Planning Rules (to
be codified at 4 Code of Colorado Regul ations 723-3, Rules 3600
Through 3615). The new rules wll replace the existing
I nt egrated Resource Pl anning Rules, 4 CCR 723-21.

2. The fol |l owi ng parties filed i ndi vi dual
applications for RRR the Colorado Renewable Energy Society
(CRES); the Colorado |Independent Energy Association (ClEA);
Public Service Conpany of Colorado, d/b/a Xcel Energy (Public

Service); and the Colorado Ofice of Consuner Counsel (0OCC).



Additionally, sone of the parties filed joint applications for
RRR. the OCC, Land & Water Fund of the Rockies (LAW Fund), Gty
of Boulder (Boulder), Southwest Energy Efficiency Project
(SVEEP), and CRES (0OCC/ LAW Fund/ Boul der/ SWEEP/ CRES application
for RRR) ; and t he LAW Fund, Boul der, and CRES
(LAW Fund/ Boul der/ CRES application for RRR).

3. CIEA filed a response to the application for RRR
by Public Service and the OCC.! Tri-State Ceneration &
Transm ssion Association, Inc (Tri-State) filed a response to
the application for RRR by LAW Fund/ Boul der/ CRES. 2 Finally,
LAW Fund/ Boul der/ CRES filed a notion to reject the Tri-State
filing, or in the alternative to allow a response by
LAW Fund/ Boul der/ CRES. 3

4. Now being duly advised in the prem ses, we grant
the applications for RRR in part, and adopt the revised rules
appended to this decision as Attachnent A % subject to further

applications for reconsideration.

! CIEA's notion to file this response is granted.

2 Tri-State failed to file a notion to file a response. However, on

our own nmotion we will permt Tri-State's filing.

3 WwWe will allow LAW Fund/Boul der/CRES to file a reply to Tri-State's
response.

4 Attachment A shows the rules as issued on July 22, 2002 under decision
C02-793, with changes made as a part of the instant decision shown in red-
[ine format.



B. Di scussi on
1. Motions to Respond to Applications for RRR

a. First, we address the responses to the
appl i cations for RRR filed by Cl EA, Tri-State, and
LAW Fund/ Boul der/ CRES. CIEA filed a notion to respond to sone
of the applications for RRR and its proposed response. Tri -
State also submitted a response to sonme of the applications for
RRR without filing a notion requesting permssion to submt its
response. In their notion, LAW Fund/Boul der/CRES argue that
Tri-States's response shoul d be rej ected because t he
Commi ssion’s Rules of Practice and Procedure do not allow
responses to RRR, and, they point out, Tri-State did not file a
notion for leave to respond to the applications for RRR
Al ternatively, LAW Fund/Boul der/ CRES request permssion to reply
to Tri-State's response.

b. W grant CIEA's notion to respond to the
applications for RRR, on our own notion we grant Tri-State
permssion to file a response to the applications for RRR and

we grant LAW Fund/ Boul der/CRES's notion to reply to Tri-State's

response. The present docket concerns rul emaking, and we find
t hat the additional pl eadi ngs appropriately inform our
del i berations on potential rules. Moreover, accepting the

additional pleadings serves the interests of admnistrative

ef ficiency: Qur decision here granting sonme of the requests on



reconsideration neans that the parties are entitled to file
additional applications for RRR Accepting the additional
pl eadings now wll, presumably, decrease the issues and
argunments raised in further requests for reconsideration.
Therefore we grant leave to CIEA and Tri-State to file responses
to the applications for RRR, and we grant LAW Fund/ Boul der/ CRES
|eave to file a reply to the Tri-State response.
2. Application for RRR by Cl EA

a. CIEA raises two issues regarding the 250 MW
exenption in Rule 3610(b). First, CIEA requests that we clarify
the period of tinme over which the 250 MN exenption is intended
to apply in order to preclude future litigation over the natter.
Cl EA suggests specifying that the resource acquisition period is
the appropriate period over which one 250 MWV exenption can be
used. We agree that Rule 3610(b) does not adequately state the
time paraneters involved in the exenption. W also concur with
CIEA' s proposed clarification of the rule.

b. As further clarification, we note that a
resource acquisition period from one |east-cost plan (LCP) nay
partially overlap the resource acquisition period of a
subsequent LCP filing. For exanple, a utility could specify an
ei ght-year resource acquisition period in tw consecutive LCP
filings, with a four-year overlap between the two resource

acqui sition periods. W clarify here that if a utility uses a



250 MW exenption in the first resource acquisition period, the
rule will preclude the utility from placing a second resource in
service under a second 250 MN exenption wthin the remaining
years of the first resource acquisition period (i.e., the first
four years of the second resource acquisition period in this
exanple). However, we do not intend that the rule preclude the
utility fromplacing in service a second resource under a second
250 MW exenption within the non-overl apping years of the second
resource acquisition period, even if the utility inplenented the
first exenpted resource within the overlapping period of the two
resource acqui sition periods.

C. Next, CIEA requests that we specifically
[imt the 250 MW exenption to one single resource. Publ i c
Service and ClIEA previously proposed this requirenent in their
joint conmments. Rule 3610(b) was based on the joint ClIEA/ Public
Service proposal. The rule did not however, specify the single-
resource limtation. ClEA now argues that utilities could apply
the 250 MWV exenption in tw adjacent resource acquisition
periods to acquire a 500 MV resource in total. W did not
intend that the 250 MN exenption be used in stages to create a
| arger single resource. Therefore, we nodify Rule 3610(b) to
[imt the 250 MV exenption to a single resource.

d. Cl EA suggested additional |anguage for Rule

3610(b) to address both of its concerns regarding the 250 MV



exenpti on. The proposed |anguage resolves the two concerns
presented by CIEA. Rule 3610(b) is revised accordingly.
3. Application for RRR by Public Service

a. In its application for RRR,  Public Service
suggests that we erred in requiring utilities to select resource
portfolios based on the m nimzation of the net present val ue of
revenue requirenent (NPVRR). Public Service points out that, in
the case of resource portfolios containing denmand side
managenent (DSM resources, the portfolio with the |owest NPVRR
will not necessarily be the portfolio with the |owest rate
i mpact . This is because the portfolio with nore DSM resources
will generally also have lower levels of wutility sales to
cust oners. And the associated lower |evel of sales nmy cause
utility rates to increase, resulting in custoners who do not
participate in the DSM prograns subsidizing those custonmers who
do participate. Public Service suggests that due to this
| owering of sales, the proposed LCP rules are inconsistent with
our decision not to mandate DSM prograns.

b. Public Service suggests three options to
address its concern. Its first choice is that we revise the
rules to elimnate DSM resources. Alternatively, Public Service
suggests that if energy efficiency remains in the definition of
resources, then the rules should mandate that the utility select

the resource portfolio that mnimzes long-term rate inpact,



rather than mnmnimzing revenue requirenent. As a third
alternative, Public Service requests that the rules allow the
utility to segnent its Request for Proposals (RFP) so that DSM
resources could be solicited separately from supply side
resour ces.

C. W agree wth Public Service that the
objective of mnimzation of NPVRR wll provide a subsidy to DSM
resources.® As for Public Service's suggested alternatives:
First, we decline to renove "energy efficiency" from the
definition of "resources." W note that the definition of
“energy efficiency” in the rules is broader than DSM al one. In
addition, as we pointed out in the Decision, the rules are
intended to allow all resources to bid in the sane process,
whet her DSM renewables, or traditional supply side resources,
thus establishing resource neutrality and carrying out the
mandat es of SB 01-144.°

d. Second, we wll not approve a segnented
portfolio for DSM resources. As we stated in the Decision, SB
01- 144 does not require separate portfolios for such resources.

The rules allow for appropriate consideration of DSM resources

5 Such a subsidy would likely occur between residential and commerci al
cl asses because of the difficulty of finding cost-effective DSM for
residential custoners. A DSM subsidy would also Ilikely occur between
participating custoners and non-participating custoners within a class.

6 Section 40-2-123, C R S.



by permtting themto be bid in the sane process applicable to
ot her resources, and granting them a preference when cost and
reliability considerations are equal to other resources. We
conclude that a segregated resource portfolio is unnecessary
and, in fact, contrary to the objective of these rules.
Therefore, we deny this request.

e. We agree with Public Service s suggestion to
adopt the mnimzation of the net present value of rate inpact
over the long-term rather than the NPVRR as the appropriate
objective in selection of a final resource portfolio.
Therefore, we nodify Rule 3610(f) to state that the objective of
the utility is to mnimze the net present value of rate inpact.
We also replace the definition of NPVRR with a new definition of
net present value of rate inpact to include its mathematical
deri vati on.

f. Publ i c Servi ce recomrends t hree ot her
changes to Rule 3610(f). First, Public Service suggests
replacing the references to a "final resource plan" and the "bid
solicitation and evaluation process” wth references to the
devel opnent of the LCP. Public Service states that these
changes are consistent with the planning concept of the new
rules. W disagree. The intent of the |anguage at issue is not
only to address the pre-bid planning process, but also to direct

utilities to select resources based on the |east-cost criteria



established in the rules. This |east-cost selection criterion
is a fundanental conponent of the rules. The nodifications
proposed by Public Service would only result in anbiguity.
Therefore, we reject the proposed changes.

g. Second, Public Service suggests adding to
Rule 3610(f) the |Ianguage “attenpt to” before the phrase
“mnimze the net present value of....” According to Public
Service, this language is necessary to provide the wutility
adequate flexibility in resource selection. Wile we agree that
the utility needs additional flexibility here, we instead nodify
the rule to read: “the utility's objective shall be to mnimze
the net present value of...."

h. Third, Public Service suggests adding the
phrase “consistent wth reliability considerations and wth
financial and devel opnent risks” to the first sentence of rule
3610(f). Public Service states that this |anguage is necessary
to provide the utility adequate flexibility in resource
selection. W agree, and adopt the proposed change.

i Next, Public service requests a nodification
to Rule 3603 so that the date for filing of the first plan is
nmoved from March 31, 2003 to Cctober 31, 2003. We agree that

the latter date better fits utility planning cycles, and adopt

Cctober 31%' as the filing date.



j . Consistent with its post-hearing conments,
Public Service then requests that we change Rule 3603 to require
the filing of a plan at |east every four years. Thi s change
would elimnate from the rules the concept of an interim plan.
According to Public Service, it would be nore efficient if the
utility were given the flexibility to submt plans on schedul es
that mrror the utility’'s need for resources. Addi tionally,
Public Service sees no need to coordinate the filing of its plan
wth the filings of other regulated electric utilities, Tri-

state and Aquil a.

k. W recogni ze the benefits of a nore flexible
filing schedul e. However, we also find that a firm four-year
cycle will provide certainty to bidders (i.e. persons seeking to
sell resources to wutilities) and other interested parties.

Bi dders may establish offices and personnel in Colorado as part
of their efforts to prepare for and respond to an expected bid
solicitation. These bidders are often active in other states,

and nust plan ahead to allocate personnel and other resources to

Col or ado. W find that the benefits of planning certainty
out wei gh benefits of a nore flexible schedule. Therefore, we
reject Public Service's proposal. Because we w il keep a fixed
filing schedule for all utilities, we also mintain the

requirenent in Rule 3607(b) for coordination of plan filings

anong utilities.
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l. Public Service next recomends elimnating
the phrase “including the wight to be assigned to each
criterion” from Rule 3612(b). Public Service argues that this
phrase incorrectly suggests that bids are evaluated by a precise
mat hemati cal fornul a. W agree. In addition, we observe that
t he disputed | anguage may be misinterpreted to indicate that the
utility may use criteria other than the |east-cost criteria
specified in the rules (e.g. Rule 3610(f)) to evaluate bids.
Therefore, we strike this phrase fromRule 3612(b).

m Public Service requests clarification that
t he 250MW exenption specified in Rule 3610(b) is in addition to
the 30MNVN$30 million exenption listed in Rule 3611. We grant
this request. W intend the tw exenptions to function
i ndependent | y.

n. Public Service objects to Rule 3608(b)(5)
(utility shall devel op planning reserve nargi ns based upon risks
associated with "likely" changes in environnental regulatory
requirenents). Public Services proposes to delete item (5).
Al ternatively, Public Service proposes to nove the requirenent
to Rule 3607(a), or nodify the requirenent to apply to “known
changes” only According to Public Service, a utility should
not, in its resource planning, be required to speculate on the

enact nent of future |l aws or regul ations.
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0. We recognize Public Service s concerns, and
agree that a utility should not be required to account for every
risk that could possibly occur. However, a wutility should
consider all reasonably anticipated risks in its resource
pl anni ng, whether or not specific laws or rules have been
finalized. Therefore, we nodify Rule 3608(b)(5) to require a
utility to consider “risks due to known or reasonably expected
changes in environnental regulatory requirenents.” The
requi renent i's i nt ended to apply to t he reserve
mar gi n/ conti ngency planning section, and should not be noved to
t he existing generation evaluation section, Rule 3607(a).

p. Public Service nakes three recomendations
wWith respect to transm ssion. The first is a recommendation to
delete the requirenment that the wutility include *“reasonable
estimates of transmssion costs for resources located in
different areas” from Rule 3612(b). The second recomrendation
is to delete the phrase “the utility shall specifically identify
the location and extent of transfer capability |imtations on
its transm ssion network that may affect the future siting of
resources” from Rule 3607(c)(l). Public Service argues that,
because of new Federal Energy Regulatory Conm ssion (FERC)
requirenents, it is inefficient for the utility to identify all
system l|imtations, and to develop transmssion costs for

resource locations not yet known by the utility. CIEA, in its

12



reply to the application for RRR argues that the new FERC rul es
are not fully inplenented in Colorado, and that the utility is
in the best position to identify its systemconstraints.

g. We conclude that the utility should provide
relevant information regarding its transm ssion system where it
is practical and reasonable to do so. Therefore, we deny Public
Service's request to delete the two requirenents. Qur intent
t hough can be better stated by replacing the word “specifically”
wth “generally” in Rule 3607(c)(l).

r. Public Service requests we delete the
requirenent that a wutility provide information regarding its
“proposed generation additions during the resource acquisition
period” from Rule 3607(c)(l). Public Service points out that it
will not receive bids before it files its plan, and wll not
know where bidders will propose facilities. Cl EA counters that
the language only requires the wutility to report on the
infrastructure upgrades needed to respond to future |oad
proj ections.

S. The |anguage at issue goes beyond |oad
projections and is intended to address generation additions. As
such, we agree with Public Service that the timng of utility
actions under the rules, which are based on an option two

structure, is inconsistent with this requirenent. Therefore, we
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grant Public Service's request to delete this requirenment from

Rul e 3607(c)(I).

t. Next, Public Service requests nodification
of Rule 3608(c) (utility shall provide certain information
regarding its contingency plans). Public Service first proposes

to delete the phrase “for each year of the resource period.’
According to Public Service, a contingency plan should be

devel oped for the portfolio as a whole, and not for each year.

Public Service suggests that, “[i]nherent within this portfolio-
based approach wll be consideration for each year of the
resource acquisition period.” We di sagr ee. We concl ude that

the contingency plan nust be viable for each year of the
resource acquisition period, and the rule reflects this
determ nation. Therefore, we deny Public Service's suggestion.

u. In addition, Public Service proposes to
strike the statenent in Rule 3608(c) that, “The provisions of
Rul e 3613(d), Effect of Conmm ssion Decision, shall not apply to
the contingency plan unless explicitly ordered by the
Conmmi ssi on.” Public Service argues that the Comm ssion should
approve contingency plans as a part of approving the |east cost
pl an.

V. Wiile we agree that a utility should explain
the steps it would take to inplenent a contingency plan as a

part of its LCP filing, we find that wutility purchases of

14



contingency options nmay be counter-productive during the bidding
phase. Therefore we nmaintain the rule as is. The Conm ssi on
will normally not approve contingency plans as a part of a |east
cost plan. W adopt a separate provision in Rule 3614(b)(11)
explicitly requiring utilities to apply to the Comm ssion for
approval of contingency plans when the utility recognizes such a
need after opening the bids received in response to its RFP. W
conclude that the utility will possess better information wth
which to develop its contingency plan at that tine.

W. Public Service proposes two nodifications to
the independent auditor section, Rule 3610(e). The first
nodi fication is to add to the rule the sentence:

As the independent auditor conducts the audit, the
auditor shall advise the wutility imrediately if the
auditor determnes that the wutility has taken or
omtted any action that would cause the need for the
auditor to report to the Comm ssion that such action

or om ssion adversely affects the fairness of the bid
solicitation or bid evaluation process.”

The second nodification would require the auditor to report to
the Conmission on whether the utility conducted its bid
solicitation and evaluation processes in a nmanner consistent
with the Commssion decisions specifically approving or
nodi fyi ng conponents of the plan.

X. W find the proposed nodifications to Rule
3610(e) to be overly-restrictive and unnecessary. VWile we

agree that the independent auditor and the wutility should

15



communi cate throughout the evaluation process, the first
nmodi fication requires the independent auditor to advise the
utility “inmmediately” if any problens are found, requiring the
auditor to make an on-the-spot decision as to whether or not it
w | report a problem to the Conmm ssion. The second
nodi fication requires the auditor to report whether the utility
process was consistent with the Comm ssion's decisions. W find
that the rules approved in the Decision appropriately specify
t he auditor's responsibilities W t hout t he addi ti onal
nmodi fi cations proposed by Public Service. Therefore, we decline
to adopt them
y. Next, Public Service proposes changes to

Rule 3613(d)(l) (effect of Comm ssion approval of the LCP).
Public Service proposes to strike the provision, “Alternatively,
an intervenor may present evidence that, due to changed
circunstance tinely known to the wutility or that should have
been known to a prudent person, the utility's actions were not
proper.” Public Service also proposes additional |anguage for
the rule:

If an intervenor believes that there has been a

mat eri al change in circunstances such that a

Commi ssi on-approved plan should be nodified, the

intervenor shall file with the Comm ssion a conpl aint

requesting a nodification of the approved plan and

shall bear the burden of proving that a nodification

is warranted. Failure to seek such a nodification

shal | preclude the intervenor from subsequently
seeking a disallowance of utility investnments or

16



expenses on the basis of such alleged changed
ci rcumst ance. Any nodification of an approved plan
shal | have prospective application only.

According to Public Service, the current Rule 3613(d)(l) wll
lead to inproper "Monday norning quarterbacking."” If soneone
wi shes to challenge a utility's resource choices, Public Service
asserts, that party should seek a Conmm ssion order nodifying an
approved pl an.

z. W reject Public Service's suggestions.
Public Service, in effect, seeks too nmuch. W wll not confer a
virtual guarantee that the <costs of a wutility's resource
acquisitions will be recovered in rates without regard to the
prudence of those choices. Public Service nmakes these
suggesti on even though the Conm ssion, under the adopted rules,
will not consider or approve the specific resources eventually
chosen by a utility. Public Service's proposed nodifications
could be nore appropriate under “option three” rules, where the
conmm ssion woul d approve specific resources. However, under the
“option two plus” concept proposed by Public Service, and
adopted by the Comm ssion, it is proper to expect the utility to
continue to manage its resource acquisition process even after
its plan is approved. Not abl y, even after Conm ssion action on
a least cost plan, the primary responsibility of nmanaging system
resources and reacting to changed circunstances nust remain on

the utility. We conclude that the legal presunptions and the

17



exceptions to those presunptions created in Rule 3613(d) are
appropriate given the nature of the planning process created in
the rules. In contrast, Public Service's proposed nodifications
to Rule 3613(d)(1) would inproperly shift the utility s burden
to prudently manage its resource acquisition process onto other
persons. Therefore, we deny the proposed nodifications.

aa. Public Service then requests reconsideration
of the Conmmi ssion’s decision not to include |anguage suggested
in the joint Cl EA/ Publi c Service coments specifically
permtting advance approval of a contract or resource.
Alternately, it requests clarification that our ruling does not
preclude the wuse of declaratory ruling procedures to seek
regul atory assurances when necessary or desirable.

bb. W deny the request to adopt a rule
specifically permtting advance approval of a contract or
resource. Since we have chosen to inplenment an “option two”
structure, in which a commssion decision is 1issued before
bidding, we find that a second 210-day Conm ssion proceeding
after bidding may cause unnecessary delays in the resource
acqui sition process. Qur rulings in this docket do not prohibit
parties from requesting Conm ssion action under other Comm ssion
rul es, such as a declaratory ruling under the Conm ssion’s Rules
of Practice and Procedure. However, we enphasize that it is our

intent to address utility resource acquisition issues within the
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LCP proceedi ngs. O her proceedings, such as a petition for a
declaratory ruling may cause significant delays, and should only
be used in unusual or extraordinary situations.

cc. Finally, Publ i c Servi ce requests
extraordinary protection for bid information. It proposes that
utility reports on bids and selected resources be given to
Conmmi ssion, Staff, and OCC only under non-disclosure agreenents.
Public Service argues that reports required under Rule 3614(Db)
reveal the bargaining position of the wutility during the
critical time it is negotiating contracts with wi nning bidders.

dd. We agree that the report information nay
contain confidential information. However, the Conm ssion’s
confidentiality rules, 4 CCR 723-16, already address Public
Service's concerns. No need exists to adopt additional
confidentiality provisions as part of these rules. Therefore
we deny the request.

4. Application for RRR by OCC

a. The OCC requests reconsideration of our
refusal to adopt rules requiring a rate-based wutility bid.
According to the OCC, our reasons for rejecting a rate-based
utility bid are in error. The OCC s argunents generally concern
t hree i ssues: (1) Does elimnation of a self-build requirenent
shift risks away from ratepayers? (2) Is it possible and

necessary to evaluate risks between purchase power and self-
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build? (3) is a self-build proposal necessary to determ ne the
| east-cost option? Consi deration of these issues, the OCC
argues, suggests that wutilities be required to bid rate-based
utility resources. In support of its argunments, OCC provides
two new articles. In its reply, however, CIEA states that the
OCC's “new information is outdated, and does not provide a
basis to overturn the Comm ssion’s previous ruling.

b. W deny t he appl i cation for RRR.
We considered the OCC s position in the Decision, and the
reasoning stated there for not requiring a rate-based utility
bid is still appropriate. Notwi t hstanding the argunents on
reconsi deration, we still conclude that the costs of requiring
utilities to submt bids for rate-based, self-build resources
woul d outwei gh the benefits.

5. Application for RRR by
OCC/ LAW Fund/ Boul der / SWEEP/ CRES

a. The appl i cation for RRR by OCC/ Law
Fund/ Boul der/ SWEEP/ CRES raises nultiple issues. First, the
applicants request that Rule 3604 require that the utility plan
submtted for Conm ssion approval evaluate energy efficiency as
a resource option and devel op avoided cost estinmates, in order
to evaluate the cost-effectiveness of energy efficiency.

b. Rul e 3610(f) clearly states t hat in

selecting its final resource plan, the utility shall consider
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all resource options, including energy efficiency, based on the

criteria of mnimzing long-term rates, With appropriate
preferences for certain resources. Therefore, we deny this
request .

C. Next , t he parties request t hat t he

Conmi ssion review the utility’'s evaluation of energy efficiency
i nvestnment under Rule 3613. The referenced rule provides for

the utility’s plan to be filed in the form of an application;

the Comm ssion wll then issue a decision on the plan. W deny
this request. W conclude that the adopted rules provide a
| ogical and orderly review of wutility plans. Any additional

revi ew woul d be redundant and add unnecessary del ay.
d. Finally, the parties request an anmendnent to

Rule 3612(a) to require RFPs to be designed to ensure that

energy efficiency and renewables, including DSM are given
full est possible consideration. As noted earlier, the rules
clearly state that, in selecting its final resource portfolio, a
utility shall consider all resource options, including energy

efficiency, based on the criteria of mnimzing rate inpact,
with appropriate preferences for certain resources. Ther ef or e,
we deny this request.
6. Application for RRR by LAW Fund/ Boul der/ CRES
a. The Law Fund/ Boul der/ CRES first request that

t he ri sk of i ncr eased costs from future envi ronnent al
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regul ations be factored into the evaluation of resource options
in the resource planning process.

b. W point out that risks due to known or
reasonably expected changes in environnental regulations are
factored into the LCP process under Rule 3608(b)(5). The rul es
al so address risk through the contingency planning provisions
contained in Rule 3608(c), as nodified by this decision
Furthernore, we note that anended Rule 3610(f) clarifies that
the utility may consider developnent risk in selecting its final
resource plan. The risk associated wth changes in
environnmental regulations my be a conponent of devel opnent
risk. Because the parties' concerns are already addressed in
the rules, we deny their request.

C. The parties request tw changes to the
structure of the rules. First, the parties argue that the rules
inmperm ssibly delegate responsibility to the wutilities for
i npl ementi ng SBO1-144. They suggest that a utility be required
to docunent its consideration of <clean energy and energy
efficient technologies in its report on conpetitive bidding.
Furthernore, they suggest that this report should be nade
avai l able for public comment and review, wth a Conmm ssion
hearing if necessary. Simlarly, the parties recommend that a
utility be required to docunent that its resource plan does, in

fact, mnimze the net present value of revenue requirenent,
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taking into account of, anmong other factors, the risk of
increased costs due to future environnmental regulations. The
parties suggest that if bids for renewables or energy efficiency
were received but not accepted, the utility should be required
to show that acceptance of these bids would have a materia
impact on the utility's revenue requirenent. In addition, if a
utility rejects these resources due to reliability concerns, the
utility should explicitly discuss and justify these concerns.

d. W deny the parties requests to anend the
rul es. W stated in the Decision that, as a practical matter
(i.e. to allow utilities to tinely acquire necessary resources),
the Comm ssion can conduct only a single review of a utility’s
resource planning and acquisition process. The deci sion
expl ained that the Option two structure is the best alternative.
It is best suited to encouraging conpetitive bidding, while
reasonably streamining the resource acquisition process. The
Law Fund/ Boul der/ CRES request, with its after-the-fact review of
the resource selection process, invites the Commssion to
undertake both Option two and three processes. W concl ude that
the planning process required in the rules, conbined wth
Commi ssion review of the selected resources in subsequent cost
recovery proceedings, neets our obligations under SBOl1-144.

Therefore, we deny these requests to amend the rules.
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e. Next, the Law Fund/ Boul der/ CRES request that
Rule 3612(a) (RFPs) should be revised to state that the RFPs
must be designed to ensure that renewable energy, energy
efficiency, and other clean energy options receive the fullest
possi bl e consideration in the bid solicitation and eval uation
process. W note that Rule 3610(f) already requires that in
selecting its final resource plan the wutility shall consider
renewabl e resources and energy efficiency resources, and the
rule establishes a preference for these resources when costs and
reliability considerations are equal. In light of the
provi sions already contained in the rules, we deny the parties
request .

f. Law Fund/ Boul der/ CRES then suggest that,
given the rules' Option two structure, we should undertake a
separate, up-front inquiry into the desired |evel of investnent
in renewabl e energy, energy efficiency, resources that produce
mnimal emssions or mnimal environnental inpact and other
clean energy options. W again reject the notion of a separate
portfolio for such resources. Such resources are given
appropriate consideration by allowing themto be bid in the sane
process applicable to other resources and granting a preference
to these resources when cost and reliability considerations are

equal to other resources.
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g. Finally, the parties argue that the LCP
rules violate SB 01-144 because, under the rules, the Conm ssion
will not review the resource plans of cooperative electric
generation and transm ssion associations (G&T). The parties
argue that SBOl1l-144 applies to cooperative G&Ts such as Tri-
State. And, the parties contend, Commi ssion review of these
conpani es' resource plans in CPCN proceedings is insufficient,
because the Comm ssion would have before it only the resource
that is the subject of the proceeding. In addition, the parties
point out that energy efficiency and renewable resources are
smal|l scale, and would not be the subject of any CPCN process.
The parties request that a cooperative G&T be required to
present its plan for howit intends to integrate these resources
in its resource planning process. The parties suggest that the
Conmi ssion allow public review and conment, and a hearing if
necessary on the plan.

h. W agree with the parties that SBOl-144 does
apply to a cooperative G&T such as Tri-State. In the case of
Tri-State, we note that it is subject to the Commission's
facilities jurisdiction as an electric utility (i.e., Tri-State
must apply for CPCNs in the sane circunstances as other
regul ated utilities) even absent the provisions of SB01-144. W
further note that SB01-144 applies to "electric wutilities”

general ly. Therefore, we conclude that the rules should be
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nodi fied to address the Conm ssion's obligations, under SBO1-
144, with respect to cooperative G&Ts such as Tri-State.”’
. W grant the application for RRR on this

point to require an annual report from a cooperative G&T

explaining how its future resource acquisition plans will conply
wi th SBO1-144. In order to pronote adm nistrative efficiency,
this additional report wll be mde a part of the Annua

Progress Reports required in Rule 3614. Parties can review the
report, and may request a hearing through established conpl aint
or show cause procedures, if necessary.

7. Application for RRR filed by CRES

a. CRES first suggests that wi t hout bi d
reviews, “fullest possible consideration” is not given “clean
energy and energy-efficient technol ogies.” W addressed this
argunent in discussion above. This request for reconsideration
i s denied.

b. Next CRES suggests that a separate resource
portfolio for renewables together with access to all source
bidding is the best way to give “fullest possible consideration”
to these resources. As expl ai ned above, SB 01-144 does not

require separate portfolios for renewables, and the rules

" W do not necessarily concede that we nust deal with SB01-144 as
applied to Tri-State in this set of rules. However, for now, this appears to
be the best pl ace.
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already allow for appropriate consideration of these resources.
We deny this request.

C. CRES requests that certain renewable non-
generation options (e.g. solar hot water, passive design) be
considered as allowable DSM neasures. In addition, CRES asks
for clarification as to whether such DSM neasures nust be
acquired conpetitively if a wutility requests “non-conpetitive
bi ddi ng” under the 30MWN exenption in Rule 3611.

d. Al t hough we are unclear about the neaning of
the phrase “non-conpetitive bidding,” we clarify our intent
regarding this exenption. The exenptions in the rule referenced
by CRES can be used only in limted cases, such as repair and
nodi fications to existing resources. The exenptions discussed
in Rule 3611 are sinply an extension of the 10 MV exenption in
the existing Integrated Resource Planning Rules, 4 CCR 723-21.
W are not extending the exenptions beyond traditional supply
side resources to renewable supply-side resources, (which are
governed by PURPA) or energy efficiency. However, we clarify
that Rule 3611(a) would apply to energency naintenance and
repairs of utility owned renewable facilities, and Rule 3611(d)
woul d apply to inprovenments or nodifications to existing utility
owned renewabl e facilities.

e. As for CRES s question whether certain non-

generating options, such as solar hot water and passive design,
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shoul d be considered as DSM or renewabl e energy, we repeat: The
rules are intended to be neutral as to resource technol ogy, and
seek the resources that mnimze the net present value of rates,
regardl ess of t echnol ogy. Ther ef or e, t he specific
categori zation of such resources between DSM and renewables is
not inportant because any ultimately nust conpete with all other
resources. Mreover, DSM and renewabl es are treated identically
in SBO1-144, and these rules (Rule 3610(f)) grant the identica
preference to these resources.

f. CRES then suggests that a mandated bidders
conf er ence, in advance of the Commission hearing, would
encourage bidders by allowng them to seek clarification and a
full examnation of a utility's plans. CRES notes that bidders
must feel that they have a chance at success in the process. W
agree with CRES that participation of potential bidders is
important to the success of the LCP rules. This is why the
Comm ssion wll approve the RFP, the key 1link between a
utility's pl an to acquire resour ces and t he act ual
i mpl ementation of the plan. However, we note that the rules
provide all parties, including bidders, the opportunity to
participate in the Comm ssion hearing on the plan, including the
RFP. W therefore deny the request for a mandated bidders

conf erence.
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g. Next CRES reconmends that the independent
auditor provisions be invoked if the utility plans to neet part
of its resource need using the stand-al one voluntary service.

h. As stated in the Decision, the purpose of
the third-party overseer is to mtigate the possibility of self-
dealing by utilities which choose to subnmit bids in response to
an RFP, either directly or through an affiliate. We concl ude
that the sane possibility for self-dealing is present in the
case of the stand-alone utility service. Therefore, we adopt
the recommendation of CRES. We further clarify that the costs
associated with the third-party overseer in the case of stand-
alone utility service will be assigned to the voluntary service
offering and will not be borne by the general body of wutility
rat epayers.

i CRES next suggests expanding the LCP rules
to require that utilities report to the Conm ssion, as part of
the LCP, those rate structure nodifications that reduce NPVRR
CRES further suggests that reductions in wnd costs and natura
gas price fluctuations suggest a need for wutility reports on
cost premuns for the Public Service WndSource program

J - We note that |east cost planning proceedi ngs
are not the appropriate foruns for considering changes in rate
structure. Wiile rate structure has an inportant inpact on

resource needs, the Commission traditionally considers these
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issues in Phase Il rate case proceedi ngs. In addition, we note
that interested persons could file a <conplaint wth the
Comm ssion if they believe, for instance, that the WndSource
prem um i s inappropriate. Based on the above factors, we deny
CRES' s request.

K. Fi nal |y, CRES wurges the Commssion to
further define the cost-benefit analysis in Rule 3610(b). CRES
states that they it could support these rules if the full range
of externalities and risks are considered in the rules.

l. W deny this request. As expl ai ned above,
risks due to known or reasonably expected changes in
environnmental regulations are factored into the LCP process in
Rul e 3608(b)(5). We also address risk through the contingency
pl anning provisions contained in Rule 3608(c), as nodified by
this deci si on. In addition, purchase power cont ract
requirenents mitigate cost risks due to changes in environnental
regul ations. This order also anmends Rule 3610(f) to clarify
that the utility may consider developnment risk in its final
resource plan. The risk associated wth changes in
environnental regulations my be a conponent of devel opnent
risk. In light of these existing provisions, no need exists to

further nodify the rules.
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1. ORDER

A The Conmi ssion Orders That:

1. The notion filed by Colorado |ndependent Energy
Association for Leave to Respond to the Applications for
Reheari ng, Reargunent, or Reconsideration is granted.

2. On our own notion, we accept the Response of Tri-
State Ceneration & Transm ssion Association, Inc. to Application
for Rehearing, Reargunent, or Reconsideration.

3. The notion by Land and Water Fund of the Rockies,
City of Boulder, and Col orado Renewabl e Energy Society for Leave
to File Reply to Tri-State Response and Waiver of Response Tine
is granted. The alternative notion by these parties to Strike
the August 26, 2002 Response of Tri-State Generation and
Transm ssi on Association, Inc. is denied

4. The application for rehearing, reargunent, or
reconsideration filed by the Colorado |Independent Ener gy
Association is granted consistent wth the above di scussion.

5. The application for rehearing, reargunent, or
reconsideration filed by Public Service Conpany of Colorado,
d/b/a Xcel Energy is granted, in part, and denied in part,
consistent with the above di scussi on.

6. The application for rehearing, reargunent, or
reconsideration filed by the Ofice of Consunmer Counsel s

deni ed.
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7. The conbi ned appl i cation for reheari ng,
reargunent, or reconsideration filed by the Ofice of Consuner
Counsel, the Land & Water Fund of the Rockies, the Cty of
Boul der, Southwest Energy Efficiency Project, and the Col orado
Renewabl e Energy Society is denied.

8. The application for rehearing, reargunent, or
reconsideration filed by the the Land & Witer Fund of the
Rockies, the City of Boulder, and the Col orado Renewabl e Energy
Society is granted, in part, and denied, in part, consistent
w th the above di scussion.

9. The application for rehearing, reargunent, or
reconsideration filed by the Col orado Renewable Energy Society
is granted, in part, and denied, in part, consistent wth the
above di scussi on.

10. The rules appended to this decision as Attachnent
A are adopted, subject to the filing of further applications for
rehearing, reargunent, or reconsideration. The existing rules
found at 4 CCR 723-21 are repealed, subject to the filing of
further applications for reheari ng, rear gunment, or
reconsi derati on. This order adopting the attached rules shall
becone final 20 days following the mailed date of this decision
in the absence of the filing of further applications for
rehearing, reargunent, or reconsideration. In the event any

application for rehearing, reargunent, or reconsideration to
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this decision is tinely filed, this order of adoption shall
becone final upon a Comm ssion ruling on any such application,
in the absence of further order of the Conm ssion.

11. Wthin twenty days of final Conmm ssion action on
the adopted rules, the rules shall be filed with the Secretary
of state for publication in the next issue of The Colorado
Register along wth the opinion of the Attorney Ceneral
regarding the legality of the rules.

12. The finally adopted rules shall also be filed
with the Ofice of Legislative Legal Services within twenty days
following issuance of the above-referenced opinion by the
Attorney Ceneral.

13. The twenty day period provided for in § 40-6-
114(1), CRS., within which to file applications for rehearing,
reargunment, or reconsideration begins on the first day foll ow ng
the Mailed Date of this decision.

14. This Oder is effective immediately upon its

Mai | ed Dat e.
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DOCKET NO. 02R- 137E
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THE
PUBLI C UTI LI TI ES COW SSI ON
OF THE
STATE OF COLCRADO

ELECTRI C LEAST- COST RESOURCE PLANNI NG RULES

4 Code of Col orado Regul ations 723-3', Rules 3600 Through 3615

3006. Re orts. Each utility shall provide reports to the Conm ssion as
fol | ows:

(e) Reports relating to l|least-cost resource planning as required
by rul es 3605, 3610(e), and 3614.

LEAST- COST RESCURCE PLANNI NG

3600. Special Definitions. The following definitions apply only to rules
3600 - 3615:

(a) "Avail ability factor" neans the ratio of the tine a generating
facility is available to produce energy at its rated capacity,
to the total amount of tinme in the period bei ng neasured.

(b) "Annual capacity factor" neans the ratio of the net energy
produced by a generating facility in a year, to the amount of
energy that could have been produced if the facility operated
continuously at full capacity year-round.

(c) "End-use" neans the light, heat, cooling, refrigeration, notor
drive, or other useful work produced by equipnent that uses
electricity or its substitutes.

(d) "Energy conservation" neans the decrease in electricity re-
quirements of specific custoners during any selected tine
period, with end-use services of such customers held constant.

(e) "Energy efficiency" neans increases in energy conservation
reduced denmand or inproved load factors resulting from
har dwar e, equi pment, devices, or practices that are installed
or instituted at a customer facility. Energy efficiency
nmeasures can include fuel swtching

(f) "Heat Rate" neans the ratio of energy inputs used by a
generating facility expressed in BTUs (British Thermal Units),
to the energy output of t hat facility expressed in

ki | owat t - hours.

! These rules are intended to eventual ly beconme a part of the electric

rules as proposed in the Conmi ssion's Notice of Proposed Rul emaking in
Docket No. 02R-279E. See Decision No. C02-575. Wen the proposed
electric rules are finalized, these Least Cost Planning rules will be

i ncorporated therein

2 Materi al i ncluding 3006(a)-(d) is onmitted, as it was published in the
Conmi ssion's Notice of Proposed Rul enaki ng i n Docket No. 02R-279E. See
Deci sion No. (C02-575.
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3601.

(9) "Least-cost resource plan" or "plan" neans a utility plan
consisting of the elenents set forth in rule 3604.

(h) "Net present value of rate inpact nmeans the current worth of
t he average annual rates associated with a particul ar resource
portfolio, expressed in dollars per kilowatt-hour in the year
the plan is filed. The net present value of rate inpact for a
particul ar resource portfolio is first cal cul at ed by
di scounting the total annual revenue requirenent by the
appropriate discount rate. The di scounted revenue requirenent
is then divided by the total utility kilowatt-hour requirenent
for that year and averaged across the years of the planning
peri od. The total annual revenue requirenent for each year of
the planning period is the total expected future revenue
requi renents associ at ed W th a parti cul ar resour ce

portf ol i 0. “Net—present—value—of—revenve—requirenrents—neans

(i) "Planni ng period" neans the future period for which a utility
develops its plan, and the period, over which net present
val ue of revenve—reguirenentsrate inpact for resources are
cal cul ated. For purposes of this rule, the planning period is
twenty to forty years and begins from the date the utility
files its plan with the Commi ssion.

(j) "Renewabl e resource" nmeans any facility, technol ogy, nmeasure,
plan or action utilizing a renewable "fuel" source such as
wi nd; solar; biomass; geothermal; nunicipal, aninml, waste-
tire or other waste; or hydroelectric generation of twenty
megawatts or | ess.

(k) "Resource acquisition period" nmeans the first six to ten years
of the planning period, in which the utility acquires specific
resources to neet projected electric system demand. The

resource acquisition period begins from the date the utility
files its plan with the Commi ssion.

(1) "Resources" neans supply-side resources, energy efficiency, or
renewabl e resources used to neet electric systemrequirenents.

(m "Supply-side resource” neans a resource that can provide
electrical energy or capacity to the wutility. Supply-side
resources include utility-owned generating facilities, and
energy or capacity purchased from other utilities and
non-utilities.

(n) "Typical day |oad pattern" neans the electric denmand placed on
the utility's systemfor each hour of the day.

Overvi ew. The purpose of these rules is to establish a process to
determne the need for additional electric resources by Comm ssion
jurisdictional electric utilities, pursuant to the power to regul ate
public utilities delegated to the Conmi ssion by Article XXV of the
Col orado Constitution and by 8§ 40-2-123, 40-3-102, 40-3-111, and
40-4-101, C R S It is the Conmission's policy that a conpetitive
acquisition process will normally be used to acquire new utility
resources. This process is intended to result in |east-cost resource



3602.
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portfolios, taking into consideration projected system needs
reliability of proposed resources, expected generation |oading
characteristics, and various risk factors. The rules are intended to
be neutral with respect to fuel type or resource technol ogy.

Applicability. This rule shall apply to all jurisdictional electric
utilities in the state of Colorado that are subject to the
Conmi ssion's regulatory authority. Cooperative electric associations
engaged in the distribution of electricity (i.e. rural electric
associ ations) are exenpt from these rules. Cooperative electric
generation and transm ssion associations are subject only to
reporting requirements as specified in rule 3605.

Least-Cost Resource Plan Filing Requirenents. Juri sdi cti onal
electric utilities, as described in rule 3602, shall file a |east-
cost resource plan (“plan”) pursuant to these rules on or before
Mareh—Qct ober 31, 2003, and every four years thereafter. In
addition to the required four-year cycle, a utility may file an
interimplan, pursuant to rule 3604. If a utility chooses to file an
interim plan nore frequently than the required four-year cycle, its
application nust state the reasons and changed circunstances that
justify the interimfiling. Each utility shall file an original and
fifteen copies of the plan with the Conmi ssion

Contents of the Least-Cost Resource Plan. The utility shall file a
plan with the Conmission that contains the information specified
bel ow. When required by the Conmission, the utility shall provide
wor k- papers to support the information contained in the plan. The
pl an shall i nclude:

(a) A statenent of the wutility-specified resource acquisition
period, and planning period. The utility shall consistently
use the specified resource acquisition and planning periods
t hroughout the entire least-cost plan and resource acquisition
process. The utility shall include a detailed explanation as
to why the specific period |lengths were chosen in light of the
assessment of base-load, internediate and peaki ng needs of the
utility system

(b) An annual electric demand and energy forecast devel oped pursuant
to rul e 3606;

(¢) An eval uation of existing resources devel oped pursuant to rule
3607;

(d) An assessnment of planning reserve margins and contingency
plans for the acquisition of additional resources devel oped
pursuant to rule 3608;

(e) An assessnment of need for additional resources devel oped
pursuant to rule 3609;

(f) A description of the wutility’s plan for acquiring these
resources pursuant to rule 3610;

(9) The proposed RFP(s) the utility intends to use to solicit bids
for the resources to be acquired through a conpetitive
acqui sition process, pursuant to rule 3612; and

(h) An explanation stating whether current rate designs for each
maj or custoner class are consistent with the contents of its
pl an. The utility shall also explain whether possible future
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3605.

3606.

changes in rate design wll facilitate its proposed resource
pl anni ng and resource acquisition goals.

Cooperative Electric Generation and Transmission Association

Reporting Requirenents. Pursuant to the schedule established in
rule 3603, each cooperative electric generation and transm ssion
associ ation shal | report its forecasts, exi sting resource

assessment, planning reserves, and needs assessnment, consistent with
the requirements specified in rules 3606, 3607, 3608(a) and 3609
Each cooperative generation and transm ssion association shall also
file annual reports pur suant to rul es 3614(a) (1) t hr ough
3614(a) (M).

El ectric Energy and Dermand Forecasts.

(a) Forecast Requirenents. The utility shall prepare the
foll owi ng energy and dermand forecasts for each year within the
pl anni ng peri od:

(1) Annual sales of energy and coincident sumer and winter
peak demand in total and disaggregated anmong Conmi ssion
jurisdictional sales, FERC jurisdictional sales, and
sal es subject to the jurisdiction of other states;

(I'') Annual sales of energy and coincident sumrer and w nter
peak demand on a systemw de basis for each mgjor
cust omer cl ass;

(I'11) Annual energy and capacity sales to other utilities; and
capacity sales to other wutilities at the time of
col nci dent summer and wi nter peak demand;

(I'V) Annual intra-utility energy and capacity use at the tine
of coincident summer and wi nter peak demand;

(V) Annual system |osses and the allocation of such |osses
to the transm ssion and distribution conponents of the
system  Coi nci dent sunmer and wi nter peak system | osses
and the allocation of such losses to the transm ssion
and di stribution conmponents of the systens; and

(M) Typical day load patterns on a systemw de basis for
each nmmjor custoner class. This information shall be
provided for peak-day, average-day, and representative
of f - peak days for each cal endar nonth.

(b) Range of forecasts. The utility shall develop and justify a
range of forecasts of coincident sumer and w nter peak denand
and energy sales that its system nmay reasonably be required to
serve during the planning period. The range shall include
base case, high, and |ow forecast scenarios of coincident
sunmmer and winter peak denmand and energy sales, based on
alternative assunptions about the determinants of coincident
summrer and w nter peak demand and energy sales during the
pl anni ng peri od.

(c) Required Detail.

(1) In preparing forecasts, the utility shall develop
forecasts of energy sales and coincident sumrer and
wi nter peak demand for each major custoner class. The

utility shall use end-use, econonetric or ot her
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(d)

(e)
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supportable nethodology as the basis for t hese
forecasts. |If the utility determ nes not to use end-use
anal ysi s, it shal | explain the reason for its
deternmination as well as the rationale for its chosen
al ternative nethodol ogy.

(1) The utility shall explain the effect on its energy and
coi nci dent peak demand forecast of all existing energy
efficiency and energy conservation prograns for each
maj or customer class, as well as any such neasures that
have been approved by the Commission but are not
included in the forecasts.

(I'11) The utility shall maintain, as confidential, information
reflecting historical and forecasted demand and energy
use for individual custoners in those cases when an
i ndi vidual custoner is responsible for the mgjority of
the demand and energy used by a particular rate class
However, when necessary in the |east-cost resource plan
proceedi ngs, such information nmy be disclosed to
parties who intervene in accordance with the terns of
non-di scl osure agreenents approved by the Comm ssion and
executed by the parties seeking disclosure.

Hi storical Data. The wutility shall conpare the annua
forecast of coincident sunmer and wi nter peak demand and
energy sales nmade by the utility to the actual coincident peak
demand and energy sales experienced by the utility for the
five years preceding the vyear in which the plan under
consideration is filed. In addition, the utility shall conpare
the annual forecasts in its npst recently filed resource plan
to the annual forecasts in the current resource plan.

Description and Justification. The wutility shall fully
expl ai n, justify, and docunment the data, assunpti ons,
nmet hodol ogi es, nodels, determi nants, and any other inputs upon
which it relied to develop its coincident peak demand and
energy sales forecasts pursuant to this rule, as well as the
forecasts thensel ves.

Format and Graphical Presentation of Data. The utility shal

i nclude graphical presentation of the data to nake the data
nore understandable to the public, and shall neke the data
available to requesting parties in such electronic formats as
the Conmi ssion shall reasonably require.

Eval uati on of Existing Generation Resources.

(a)

Exi sting Generation Resource Assessment. The utility shall
describe its existing generation resources, all utility-owned
generating facilities for which the utility has obtained a
CPCN from the Conmm ssion pursuant to C R S. 8§ 40-5-101 at the
time the plan is filed, and existing or future purchases from
other utilities or non-utilities pursuant to agreenents
effective at the tine the plan is filed. The description shall
i ncl ude when appl i cabl e:

(1) Nanme(s) and location(s) of utility-owed generation
facilities;

(I'l) Rated capacity and net dependabl e capacity of
utility-owned generation facilities;



Attachment A

Deci sion No. (C02-991
DOCKET NO. 02R- 137E
Page 6 of 12 pages

(b)

()

(Ir1) Fuel type, heat rates, annual capacity factors and
availability factors proj ect ed for utility-owned
generation facilities over the planning period,

(I1V) Estimated in-service dates for utility-owned generation
facilities for which a CPCN has been granted but which are
not in-service at the tine the plan under consideration is

filed;
(V) Estimated remaining useful lives of existing generation
facilities wi t hout signi ficant new invest nent or

nmai nt enance expense;

(M) The amount of capacity and/or energy purchased from
utilities and non-utilities, the duration of such purchase
contracts and a description of any contract provisions
that allow for nodification of the anount of capacity and
energy purchased pursuant to such contracts; and

(M) The anount of capacity and energy provided pursuant to
wheel i ng or coordination agreenents, the duration of such
wheel ing or coordination agreenents, and a description of
any contract provisions that allow for nodification of the
amount of capacity and energy provided pursuant to such
wheel i ng or coordination agreenents.

Uilities required to conply with these rules shall coordinate
their plan filings such that the anount of electricity
purchases and sales between utilities during the planning
period is reflected uniformy in their respective plans.
Di sputes regarding the anount, timng, price, or other terns
and conditions of such purchases and sales shall be fully
explained in each utility's plan. If a utility files an
interim plan as specified in rule 3603, the utility is not
required to coordinate that filing with other utilities

Exi sting Transni ssion Capabilities and Future Needs.

() The utility shall report its existing transm ssion
capabilities, and future needs during the planning
period, for facilities of 115 kilovolts and above,
i ncl udi ng associ at ed subst ati ons and term na
facilities. The utility shall speetfieaty—generally
identify the location and extent of transfer capability
limtations on its transm ssion network that may affect
the future siting of resources. Wth respect to future
needs, the utility shall explain the need for facilities
based upon future load projections (including reserves).

— To the extent reasonably avail abl e,
the utility shall include a description of the length
and location of any additional facilities needed, their
estimated costs, terminal points, voltage and negawatt
rating, alternatives considered or under consideration,
and ot her relevant information.

(1) In order to equitably conpare possible resource
al ternatives, t he utility shal | consi der al
transm ssion costs required by, or inposed on the system
by, a particular resource as part of the bid evaluation
criteria.
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3608. Pl anni ng Reserve Margins.

36009.

3610.

(a)

(b)

()

The utility shall provide a description of, and justification
for, the neans by which it assesses the desired |evel of
reliability on its system throughout the planning period
(e.g., probabilistic or determnistic reliability indices).

The utility shall develop and justify planning reserve margins
for each year of the resource acquisition period for the base
case, high, and |low forecast scenarios established under rule
3606, to include risks associated with: 1) the devel oprment of
generation, 2) |osses of generation capacity, 3) purchase of
power, 4) losses of transm ssion capability, 5) reseurce—costs
i i i ri sks due to known or reasonably
expected changes in environmental regulatory requirenents, and
6) other risks. The utility shall devel op planning reserve
margins for its system for each year of the planning period
outside of the resource acquisition period for the base case
forecast scenario. The utility shall also quantify the
recormended or required reliability performance criteria for
reserve groups and power pools to which the utility is a

party.

Since actual circunstances may differ from the nost likely
estimate of future resource needs, the utility shall devel op
contingency plans for each year of the resource acquisition
peri od. As a part of its plan, Fthe utility shall deseribe
aft—ustypr ovi de, under _ seal, a description of its
contingency plans for the acquisition of additional resources
if actual circunstances deviate from the nost likely estinmate
of future resource needs devel oped pursuant to rule 3609. The
Comm ssion w Il consider approval of contingency plans only
after the utility receives bids, as described in rule
3614(b) (11). The provisions of rule 3613(d), Effect of the
Conmi ssion Decision, shall not apply to the contingency plans
unl ess explicitly ordered by the Commi ssion.

Assessment of Need for Additional Resources. By conparing the
electric energy and demand forecasts devel oped pursuant to rule 3606

with
3607,

the existing level of resources devel oped pursuant to rule

and planning reserve nargins devel oped pursuant to rule 3608,

the utility shall assess the need to acquire additional resources
during the resource acquisition period.

Uility Plan for Meeting the Resource Need.

(a)

The utility shall describe its |east-cost resource plan for
acquiring the resources to neet the need identified in rule
3609. The utility shall specify the portion of the resource
need that it intends to meet as a part of a stand-alone
voluntary tariff service, where all costs are separate from
standard tariff services, if any. If the utility chooses to
offer a stand-alone voluntary service it nust conply with the
provisions of rule 3610(e), and the costs associated with any
i ndependent auditor wll be assigned to the stand-alone
voluntary service offering and wll not be borne by the
general body of wutility ratepayers. The utility shall specify
the portion of the resource need that it intends to neet
through a conpetitive acquisition process and the portion that
it intends to nmeet through an alternative nmethod of resource
acqui sition.
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The wutility shall neet the resource need identified in the
plan through a conpetitive acquisition process, unless the
Conmi ssion approves an alternative nethod of resource
acquisition. If the utility proposes that a portion of the
resource need be net through an alternative method of resource
acqui sition, the utility shall identify the specific
resource(s) that it wshes to acquire, and the reason the
specific resource(s) should not be acquired through a
conpetitive acquisition process. In addition, the utility
shall provide a cost-benefit analysis to denonstrate the
reason why the public interest would be served by acquiring
the specific resource(s) through an alternative nmethod of
resource acquisition. The |east-cost resource plan shal
describe and estimate the <cost of all new transnission
facilities associated with any specific resources proposed for
acqui sition other than through a conpetitive acquisition
process. The utility shall also explain and justify how the
alternative method of resource acquisition conplies with the
requirenents of the Public Uility Regulatory Policy Act and
Comm ssion rules inplenmenting such act. =
acquire—pore—than—tThe | esser of 250 nmegawatts, or 10% of the
hi ghest base case forecast peak requirenent identified for the
resource acquisition period, shall be the maxi rum anount of
power that the utility may obtain through such alternative
method of resource acquisition_ (l) in any single resource
acquisition period, and (ll1) from any single specific
resource, regardless of the nunber of ever—hewfany—resource
acquisition periods over which the wunits, plants or other
conponents of the resource mght be built, or the output of
the resource nade available for purchase

The utility shall have the flexibility to propose multiple
acquisitions at wvarious tines over the resource acquisition
peri od. However, the limts specified in paragraph (b) of
this rule shall apply to the total resources acquired though
an alternative nmethod during an entire four-year |east cost
pl anni ng cycl e.

Each utility shall establish, and include as a part of its
filing, a witten bidding policy to ensure that bids are
solicited and evaluated in a fair and reasonable nanner. The
utility shall specify such conpetitive acquisition procedures
that it intends to use to obtain resources under the utility's
pl an.

If the utility intends to accept proposals fromthe utility or
froman affiliate of the utility, the utility shall include as
part of its filing a witten separation policy and the nam ng
of an independent auditor whomthe utility proposes to hire to
review and report to the Conmission on the fairness of the
conpetitive acquisition process. The i ndependent auditor
shall have at l|east five years' experience conducting and/or

reviewi ng the conduct of conpetitive electric utility resource

acqui sition, i ncl udi ng conputeri zed portfolio costing
anal ysi s. The independent auditor shall be unaffiliated with
the wutility; and shall not, directly or indirectly, have

benefited from enpl oynent or contracts with the utility in the
preceding five years, except as an independent auditor under

these rules. The independent auditor shall not participate
in, or advise the utility with respect to, any decisions in
t he bi d-solicitation or bi d- eval uati on process. The

i ndependent auditor shall conduct an audit of the utility's
bid solicitation and evaluation process to deternine whether
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it was conducted fairly. For purposes of such audit, the
utility shall provide the independent auditor imediate and
continuing access to all docunents and data reviewed, used or
produced by the utility in its bid solicitation and eval uation
process. The utility shall nake all its personnel, agents and
contractors involved in the bid solicitation and evaluation
available for interview by the auditor. The utility shal

conduct any additional nodeling requested by the independent
auditor to test the assunptions and results of the bid
evaluation analyses. Wthin sixty days of the utility's
sel ection of final resources, the independent auditor shall
file a report with the Conmission containing the auditor’s
views on whether the utility conducted a fair bid solicitation
and bid evaluation process, with any deficiencies specifically

reported. After the filing of the independent auditor’s
report, the utility, other bidders in the resource acquisition
process and other interested parties shall be given the

opportunity to review and coment on the independent auditor’s
report.

(f) In selecting its final resource plan, the utility' s objective
shall be to mnimze the net present value of revenue
regqui+renentrate i npact s, consi st ent with reliability
considerations and with financial and devel opnent risks. The
utility shall consider renewable resources; resources that
produce mnminimal enmissions or mninmal environnental inpact;
energy-efficient technologies; and resources that provide
benefi ci al contributions to Colorado’'s energy security,
econom c prosperity, environnental protection, and insulation
from fuel price increases; as a part of its bid solicitation
and eval uati on process. Further, the utility shall grant a
preference to such resources where cost and reliability
consi derations are equal .

3611. Exenptions from conpetitive acquisition. The followi ng resources

need not be acquired through a conpetitive acquisition process and

need

not be included in an approved Least-Cost Plan prior to

acqui sition:

(a)

(b)

(¢c)

(d)

(e)

Energency nmmintenance or repairs nmade to utility-owned
generation facilities;

Capacity and/or energy from new y-constructed, utility-owned
suppl y-side resources with a naneplate rating of not nore than
thirty megawatts;

Capacity and/or energy fromthe generation facilities of other
utilities or from non-utility generators pur suant to
agreements for not nore than a two year term (including
renewal terns) or for not nore than thirty megawatts of
capacity;

| nprovenents or nodifications to existing utility generation
facilities that change the production capability of the
generation facility site in question, by not nore than thirty
negawatts, based on the utility's share of the total
generation facility site output, and that have an estinated
cost of not nore than $30 million;

Interruptible service provided to the wutility's electric
cust oners;
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Modi fications to, or amendnents of, existing power purchase
agreenments, which do not extend the agreenment nore than four
years, that add not nore than thirty MV of capacity to the
utility's system and that are cost effective in conparison to
ot her supply-side alternatives available to the utility; and

Uility investnments in emission control equipnent at existing
generation plants.

t(s) For Proposals.

Purpose of the Request(s) for Proposals. The proposed RFP(s)
filed by the utility shall be designed to solicit conpetitive
bids to acquire additional resources pursuant to rule 3610.

Contents of the Request(s) for Proposals. The proposed RFP(s)

shall include the bid evaluation criteria;

i i i i the utility plans to
use in ranking the bids received. The utility shall also
include in its proposed RFP(s): 1) base-load, internediate

and/ or peaking needs, and preferred fuel type; 2) reasonable
estimates of transnmission costs for resources |located in
different areas; 3) the extent and degree to which resources
must be dispatchable, including the requirenent, if any, that
resources be able to operate under automatic dispatch control
4) the utility's proposed standard contract(s) for the
acquisition of resources; 5) proposed contract term |engths
6) discount rate and 7) general planning assunptions, and any
other information necessary to inplenent a fair and reasonabl e
bi ddi ng program

sion Review and Approval of Least-Cost Resource Pl ans.
Review on the Merits. The wutility's plan, as devel oped
pursuant to rule 3604 wll be filed in the form of an

application administered pursuant to the Conmm ssion's Rul es of
Practice and Procedure. The Conmmission may hold a hearing for
the purpose of reviewing and rendering a decision regarding
the contents of the utility's plan upon its filing.

Basis for Comnission Decision. Based upon the evidence of
record, the Comm ssion shall issue a witten decision
approvi ng, disapproving, or ordering nodifications, in whole
or in part to the utility's plan. If the Conmission declines

to approve a plan, either in whole or in part, the utility
shal | make changes to the plan in response to the Conmission's
deci si on. Wthin 60 days of the Commission's rejection of a
plan, the wutility shall file an anended plan wth the
Conmi ssion, and provide copies to all parties who participated
in the application docket concerning the utility's plan. Al
such parties nmay participate in any hearings regarding the
anended pl an.

Contents of the Commi ssion Decision. The Conmi ssi on deci sion
approving or denying the plan shall address the contents of
the utility's plan filed in accordance with rule 3604. |If the
record contains sufficient evidence, the Conmi ssion shal

specifically approve or nodify: (1) the utility's assessnent
of need for additional resources in the resource acquisition
period, (2) the wutility's plans for acquiring additiona
resources through the conpetitive acquisition process, or
through an alternative acquisition process, and (3) conponents
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of the utility's proposed RFP, such as the proposed eval uation
criteria.

Effect of the Conmission Decision. A Conmi ssion decision
specifically approving the conponents of a wutility's plan
creates a presunption that wutility actions consistent wth
that approval are prudent. Because the Conmission wll not
approve a utility's selection of specific resources, the
Conmi ssion’s approval of a plan creates no presunptions
regardi ng those resources.

(1) In a proceeding concerning the wutility's request to
recover the investnments or expenses associated with new
resour ces:

(A The utility nust present prinma facie evidence that
its actions were consistent wth Conmi ssion
decisions specifically approving or nodifying
conponents of the plan.

(B) To support a Commission decision to disallow
investments or expenses associated wth new
resources on the grounds that the utility’'s
actions were not consistent with a Conmission
approved plan, an intervenor nust present evidence
to overcome the wutility's prinma facie evidence
that its actions were consistent with Conmmi ssion
deci si ons approving or nodifying conponents of the
pl an. Alternatively, an intervenor nay present
evi dence that, due to changed circunstance tinely
knowmn to the utility or that should have been
knowmn to a prudent person, the utility's actions
were not proper.

(I'')y In a proceeding concerning the utility's request for a
certificate of public convenience and necessity to neet
customer need specifically approved by the Commission in
its decision on the |east-cost resource plan, the
Comm ssion shall take adnministrative notice of its
decision on the plan. Any party challenging the
Conmi ssion's decision regarding need for additiona
resources has the burden of proving that due to a change
in circunstances the Conmi ssion's decision on need is no
| onger valid.

3614. Reports

(a)

Annual Progress Reports. The utility shall file with the
Conmi ssion, and provide copies to all parties to the nost
recent |east-cost planning docket, annual progress reports
after submi ssion of its plan application. The annual progress
reports will inform the Commssion of the utility's efforts
under the approved plan. Annual progress reports shall also
cont ai n:

(1) An updated annual electric demand and energy forecast
devel oped pursuant to rul e 3606;

(I'l') An wupdated evaluation of existing resources devel oped
pursuant to rule 3607,
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(I''1) An updated evaluation of planning reserve margins and
conti ngency plans devel oped pursuant to rul e 3608;

(I'V)  An updated assessment of need for additional resources
devel oped pursuant to rule 3609;

(V) An updated report of the wutility’s plan to neet the
resource need developed pursuant to rule 3610 and the
resources the utility has acquired to date in
i mpl erentation of the plan; and

(V1) In addition to the itenms required in 3614(a) (1) through

3614(a) (V) , cooper ative electric gener ation and
transm ssion associations shall include in their annual
report a full explanation of how its future resource
acqui sition pl ans W | | gi ve full est possi bl e

consideration to the cost-effective inplenentation of
new clean energy and energy-efficient technologies in
its consideration of generation acquisitions for
electric wutilities, bearing in mnd the beneficial
contributions such technologies nake to Colorado’'s
energy security, econom ¢ prosperity, envi ronnent al
protection, and insulation fromfuel price increases.

(b) Reports of the conpetitive acquisition process. The utility
shall provide reports to the Conmission concerning the
progress and results of the conpetitive acquisition of
resources. The follow ng reports shall be filed:

(1) Wthin 30 days after bids are received in response to
the RFP(s), the utility shall report: (1) the nunber of
bids received, (2) the quantity of MN offered by
bi dders, (3) a breakdown of the nunber of bids and MN
received by resource type, and (4) a description of the
prices of the resources offered.

(1) If, upon examination of the bids, the utility determ nes
t hat .the proposed resources may not be—reasenably

antt+etpated—toe—neet the wutility's expected resource

needs, the utility shall file an application for
approval of a contingency plan, within 30 days after
bids are received. The application shall i ncl ude

justification for need of the contingency plan, proposed
action by the wutility, expected costs, and expected
tinmefranme for inplenentation.

() Wthin 45 days after the utility has selected the
wi nning bidders, the utility shall report: (1) the nunber
of winning bids, (2) the quantity of MV offered by the
wi nni ng bidders, (3) a breakdown of the nunber and MW of
Wi nning bids by resource type, nane and |ocation, and
(4) a description of the prices of the w nning bids.

3615. Anendnent of an Approved plan. The utility may, at any time, file
an application to anend the contents of a plan approved pursuant to
rule 3613. Such an application shall be admnistered pursuant to
the Commission's rules of Practice and Procedure.
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