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I. BY THE COMMISSION

A. Statement 

1. This matter comes before the Commission for consideration of exceptions to Decision No. R13-1307 which was issued on October 22, 2013.  Exceptions were filed by Public Service Company of Colorado (Public Service or the Company), Staff of the Colorado Public Utilities Commission (Staff), and the Colorado Office of Consumer Counsel (OCC).

2. Decision No. R13-1307, issued by Administrative Law Judge Mana L. 
Jennings-Fader, addresses Advice Letter No. 830 filed on December 12, 2012.  Public Service sought to raise gas base rates in three increments under a multiyear rate plan (MYP): $82.2 million in 2013, an additional $9.9 million effective January 1, 2014, and another $12.1 million effective January 1, 2015.  The increased revenue requirements were based on future test years (FTYs) for 2013, 2014, and 2015.  Each increase would be implemented with a General Rate Schedule Adjustment (GRSA).  In addition, the Company sought to extend and change the scope of its Pipeline System Integrity Adjustment (PSIA).
3. Decision No. R13-1307 rejected Public Service’s proposed MYP and adopted various elements of the historic test years (HTYs) offered by Staff and the OCC and by Public Service in its rebuttal case.  The Administrative Law Judge (ALJ) also rejected any expansion of the PSIA and the continuation of the PSIA beyond December 31, 2014.
4. Now being duly advised, we affirm Decision No. R13-1307 in part.  We also clarify certain aspects of the Decision and grant certain exceptions, in part, as discussed below.

B. Technical Conference

5. Decision No. R13-1307 recognized that the revenue requirement resulting from the Commission’s directives in this proceeding would need to be recalculated and translated into a new GRSA effective January 1, 2014.  At the open meeting in which we adopted this Decision, we determined that a technical conference was necessary for the purpose of calculating the GRSA and reviewing any other tariff changes required by this Decision.

6. By Decision No. C13-1531-I issued December 12, 2013, the Commission set a technical conference for December 19, 2013.  During the technical conference, Public Service presented a cost of service model based on this Decision, the resulting increase in gas base rate revenues, and the associated GRSA to be set forth in the Company’s tariffs.

C. Test Year

7. The ALJ explained her selection of an HTY for establishing rates at paragraphs 127 through 165 of Decision No. R13-1307.  She found that an HTY can be made sufficiently forward-looking by using known and measurable adjustments and that, because an HTY begins with the Company’s books and records, it is not a hypothetical construct and can be audited.  She further found that past use of an HTY has not affected the Company’s ability to raise capital and to remain financially viable.  The ALJ concluded that an HTY necessarily includes continuation of regulatory lag.  

8. In addition, the ALJ found that Public Service did not meet its burden of proof as to the adoption of its 2013 FTY.  The ALJ concluded that the forecasts and the budgets underlying the Company’s 2013 FTY were constantly moving targets that lacked dependability. Contributing to this conclusion was Public Service’s assertion that any one variance or inconsistency was unimportant because the Company would adjust its operations and redirect spending so that overall the cost of service remained on-target.  The ALJ stated that the Company’s approach to the FTY made it “almost impossible for anyone outside the Company to pin down what the Company is doing, how much it is spending, and on what.”  The ALJ observed that the Company’s forecasting process contains a substantial component of judgment.  The ALJ further agreed with the OCC that the Company has a natural incentive to manipulate its forecasts and budgets to increase its revenue requirement.  Finally, the ALJ concluded that the record was “murky, at best” regarding capital expenditures and their magnitude.   
1. Statutory Preference for a Future Test Year

9. In its exceptions, Public Service argues that, while the Commission retains responsibility for weighing the evidence and assessing the reasonableness of the test year revenue requirements presented, § 40-6-111(2)(a)(I), C.R.S., creates a statutory preference for a utility’s selected test year, provided that the utility can establish that the test year revenue requirement is reasonable.
10. In its response, Staff argues that, if a utility fails to meet its burden of proof regarding its test year selection, the Company’s argument regarding a statutory preference is moot.  The OCC and Climax Molybdenum Company (Climax) similarly argue that the plain meaning of the statute does not create a preference for any type of test year or limit the Commission’s discretion in any way.  The OCC also agrees with the ALJ that, had the General Assembly wanted to limit the Commission’s authority regarding the selection of a test year, as Public Service suggests, it would have done so explicitly.  
11. We concur with the ALJ’s conclusion that § 40-6-111(2)(a)(I), C.R.S., read in its entirety,
 does not limit the Commission’s discretion to select the appropriate test year for establishing rates.  The statute directs the Commission to consider the utility’s test year, but it does not create a preference.   
2. Policy Basis for Selection of a Future Test Year

12. The ALJ found that the selection of a test year is within the Commission’s discretion and is a policy decision made in every rate case.  

13. In its exceptions, Public Service argues that any deviation from the use of the utility’s selected test year cannot be a matter of simple policy preference but is instead a specific fact determination on the reasonableness of the test year.   Public Service further charges that the ALJ failed to engage in the factual inquiry necessary to determine the reasonableness of the Company’s 2013 FTY and, because the ALJ dismissed the Company’s FTY for policy reasons prior to conducting the required factual inquiry into the reasonableness of the Company’s revenue requirements, the ALJ’s decision to select the HTY must be set aside. 

14. Public Service requests that the Commission consider the policy grounds for its proposed FTYs in this case and for use of FTYs in future cases.  According to Public Service, the FTY will necessarily reflect a better matching of expenses and revenues than an HTY, even an HTY adjusted for known and measurable changes in revenues and costs during the period rates will be effective.  Public Service also argues that an FTY will facilitate greater investment in infrastructure for the benefit of customers, principally because the FTY reduces regulatory lag.  Public Service also argues that an FTY provides the Company an incentive to reduce its costs and to operate efficiently because, once rates have been established, every dollar of costs savings serves to increase the Company’s potential earnings for the benefit of shareholders.  Even if the Commission finds that it must set rates based on an HTY because of the specifics of this case, Pubic Service requests that the Commission declare its preference for an FTY as a policy matter, so that parties may propose FTYs in future rate cases.

15. We conclude that the ALJ properly considered governing regulatory policies and the specific evidence in this proceeding in arriving at her conclusions and findings adopting an HTY over an FTY.  It is unnecessary for the Commission to encourage the use of an FTY as a matter of policy.  The facts and circumstances of each rate proceeding must be considered in determining the type of test year that is appropriate for setting rates. 
16. We acknowledge Public Service’s protestations to the intervening parties’ response to its 2013, 2014, and 2015 FTYs in this proceeding.  Analysis of an FTY requires an evaluation of criteria different from those historically used to examine HTYs.  Because an FTY is a reflection of future business plans and performance, rather than an accounting of costs and revenues incurred, viewing an FTY through the lens traditionally used for an HTY will not advance consideration of an FTY in future cases where its adoption may be appropriate.  We offer no specific solution to the impasse that Public Service observes, and none is required for the Commission to establish rates in this proceeding. However, we encourage Public Service to continue working with Staff and other interested parties in advance of the next proceeding in which the Company seeks to use an FTY as the basis for a requested rate increase. 

3. 2013 Future Test Year 

17. Public Service’s exceptions challenge the ALJ’s rejection of its 2013 FTY.  Public Service further claims that the ALJ did not consider the substantial evidence the Company provided demonstrating the reasonableness and necessity of its 2013 FTY.  

18. Public Service argues that five years of historical trend data should be more than sufficient for purposes of assessing the reasonableness of the Company’s forecasts.  Public Service similarly argues that its trend analysis in operations and maintenance (O&M) expenses from 2008 through 2015 demonstrates that, while average annual increases over the entire period were 2.4 percent, average annual increases from 2012 to 2015 and included in the FTY revenue requirements were only 1.5 percent.  Furthermore, Public Service argues that it demonstrated the drivers of the 2013 FTY revenue deficiency as being primarily capital costs (contributing $33.5 million or 70 percent of its revenue deficiency) and a lack of revenue growth (a $1.5 million shortfall).  Finally, Public Service argues that its comparison between an appropriately adjusted HTY and the 2013 FTY corroborates the reasonableness of the FTY revenue requirement, since the difference between that HTY and the 2013 FTY is approximately $1.6 million, or less than 0.4 percent of the Company’s jurisdictional revenue requirement.

19. Public Service also requests that the Commission approve an FTY to address the earnings attrition the Company claims to have experienced in recent years and expects to continue experiencing when new rates take effect.  The Company argues that it earned below its authorized rate of equity (ROE) from 2010 to 2012 and notes that this condition exists despite the $10.9 million increase in base rate revenues awarded to the Company in its last base rate proceeding in July 2011.   Public Service further states that, because the economy is in a period of low sales growth and because the Company is facing rising costs to provide service, earnings attrition is likely to continue despite its rate riders, including the PSIA, Gas Cost Adjustment (GCA), and the Demand-Side Management Cost Adjustment.

20. In response, Staff suggests that the Commission uphold the ALJ’s decision concluding that Public Service failed to meet its burden of proof in support of an FTY.  Staff argues that it performed a detailed examination of the FTYs submitted by Public Service and determined that the underlying forecasts lacked credibility due to numerous errors and the lack of historical data to validate them.  

21. The OCC asserts that the ALJ provided extensive and detailed rationale for her finding that the Company’s FTY was unreasonable. According to the OCC, the fact that the ALJ did not specifically mention every argument and piece of evidence in this proceeding does not mean that she failed to consider those arguments as alleged by Public Service.   Likewise, Climax argues that the ALJ weighed the facts and rejected the reasonableness of the proposed FTY revenue requirement, finding that the Company’s FTYs would be an inferior choice.

22. The OCC and Staff agree with the ALJ that the Company’s failure to achieve its approved ROE is not evidence of such attrition.  The OCC disputes Public Service’s argument that it should not be required to demonstrate it is suffering financially or unable to access capital to justify setting rates based on an FTY.  The OCC also supports the ALJ’s finding that earnings attrition is not a persistent problem for the Company and that it is, to a large extent, within the control of management.  Climax similarly concludes that under-earning in the prior three years is not enough of a pattern to establish earnings attrition.   

23. We find that the ALJ’s selection of an HTY for the purpose of establishing rates is well supported and well-reasoned.  We also agree with the ALJ that the Company has not demonstrated that earnings attrition is sufficient to support the use of the 2013 FTY.  For instance, the PSIA appears to be serving its purpose in improving cash flow and reducing regulatory lag with respect to the most significant investments the Company is making to its system.  We are not convinced that taking the additional step of adopting an FTY to accommodate non-PSIA investments and operating expenses is merited based on the record here.  
24. We also note that the adoption of an FTY is not a panacea as suggested by Public Service.  For example, an FTY will not eliminate disagreements among parties surrounding the determination of the appropriate cost of service, such as the level of rate base and the proper pro forma adjustments to revenues and expenses.  An FTY also provides no guarantee the Company will no longer experience earnings attrition.  If earnings attrition warrants the filing of a base rate increase, Public Service can support its request with a test year of its choice.  The Commission will consider the merits of an FTY, as it has in this proceeding, and will determine whether it is necessary to cure an unreasonable level of earnings attrition when new rates take effect. 

D. Multi-Year Rate Plan

25. The ALJ explained that, because the Company did not meet its burden of proof as to the adoption of its 2013 FTY, she made no findings or determinations with respect to the proposed MYP and its various elements.  In addition, the ALJ made no findings on the legal dispute between Public Service and the intervening parties surrounding the form of the Company’s advice letter filing, its proposed MYP tariff, and the Commission’s authority to suspend that filing pursuant to § 40-6-111(1)(b), C.R.S.
 

26. Public Service argues in its exceptions that an MYP is equally important to future ratemaking as an FTY and thus asks the Commission to consider and rule upon its MYP proposal.  Public Service explains in its Initial and Reply Statement of Positions (SOPs) that the Company modeled its proposed MYP in this case on the MYP that was approved by the Commission for the Company’s electric operations in Proceeding No. 11AL-947E.  Public Service argues that the proposed MYP focuses on establishing the appropriate regulatory treatment and incentives to help shape the Company’s business plans during the MYP period.  Public Service further argues that the MYP provides administrative efficiencies and cost savings associated with fewer rate proceedings and benefits customers by providing them with certainty regarding their utility rates over a period of time.  Public Service stresses that the proposed MYP for its gas operations features a comprehensive gas rate case filing in 2015 to reset the rates and consider all issues going forward on and after January 1, 2016.  

27. In response, the OCC states that Public Service presented the MYP as a 
“non-severable package” with its three FTYs.  The OCC thus takes the position that there is no basis in the record to determine that an MYP is appropriate if even one FTY is found unreliable.  The OCC further argues that the Company’s projections become less accurate as they extend over time.  Therefore, according to the OCC, all of the ALJ’s findings on the unreliability and shortcomings of the 2013 FTY would be magnified when considering FTYs further out in time.  Climax similarly suggests that, because the ALJ found the revenue requirements of the FTYs to be unreasonable, the Commission should reject the MYP which is based on those FTYs.

28. Consistent with our decision to uphold the ALJ on the use of an HTY, we will not adopt the proposed rate increases in the Company’s proposed MYP.  However, we agree with Public Service that an MYP can be beneficial for both customers and the Company, particularly due to reduced rate case expenses and the stability and predictability of rate increases that an MYP provides.  

29. Although we will not address the legal issues surrounding the Company’s MYP tariff filing in this proceeding, we conclude that the parties, other utilities in Colorado, and ratepayers generally would benefit from clarity around the identification of a tariff’s effective date and the Commission’s authority both to suspend components of an MYP and to issue decisions on new rates that take effect in multiple steps.  Therefore, at a future decision meeting, we will consider a process for resolving this matter in a separate proceeding.  We also may consider opening a rulemaking proceeding for the purpose of addressing future MYP tariff filings.   
E. Rate of Return

1. Return on Equity

30. Decision No. R13-1307 establishes an allowed ROE of 9.72 percent.  The ALJ based her determination on the results of a modified Multi-Stage Discounted Cash Flow (DCF) model as presented by Public Service in its rebuttal case.  The model uses data for utilities in the proxy group advanced by Staff, which contains seven combination electric and gas utilities and four natural-gas only utilities.  While the Multi-Stage DCF model was also advanced by Staff, the ALJ relied upon a version of Staff’s model developed by Public Service in its rebuttal case.  

31. In its exceptions, Public Service seeks an ROE of at least 10 percent.  The Company argues that a higher ROE is necessary to ensure the Company maintains favorable access to capital.  Faulting the inclusion of natural-gas only utilities in the ALJ’s selected proxy group, Public Service asserts that using a combination-only group of utilities is the Commission’s standard practice for Company rate proceedings.  Public Service argues that an ROE of at least 10 percent is supported by the Company’s Multi-Stage DCF results using combination utilities exclusively.  Public Service notes that ROEs recently awarded by regulators to combination electric and gas utilities have exceeded 10 percent during the period 2011 to 2013.  

32. The requested ROE of 10 percent reflects a reduction from 10.3 percent, the level Public Service sought after the hearings before the ALJ.  A 10 percent ROE also falls below the range of values recommended by Public Service’s witness Robert Hevert, which extends from 10.25 percent to 10.75 percent. 

33. Staff’s witness on ROE, Dr. Scott England, recommended a range extending from 8.09 percent to 9.57 percent.  Although the approved ROE of 9.72 percent falls outside that range, Staff recommends upholding the ALJ’s decision in its response to Public Service’s exceptions.  Staff argues that the decision Public Service relies upon to claim that it is a deviation in Commission policy not to select a proxy group made up of only combination utilities dates back to 2000 and that the equity market has changed substantially since that time.  Staff also points out that Public Service recently agreed to a settlement with an ROE of 10 percent (Proceeding No. 11AL-947E) and that Black Hills Corporation was recently awarded ROEs below 10 percent for both its gas utility (9.6 percent) and electric utility (9.9 percent) operations in Colorado. 

34. The OCC also recommends that the ALJ’s 9.72 percent be upheld, as the range advocated by its witness, Ron Fernandez, extends from 7.5 percent to 10.4 percent.  The OCC observes that the revenues from the natural gas portion of the combination utilities selected by Public Service for its proxy group were relatively low, making those utilities a poor comparison to Public Service.  

35. Climax generally asserts that Public Service’s ROE analysis is flawed because it eliminates results the Company claims do not comport with investor expectations.  Climax agrees with Staff that an ROE of 9.72 percent will not hamper the Company’s efforts in raising capital.   

We support the ALJ’s conclusion that the ROE for Public Service should reflect a lower level of risk compared to similar utilities, particularly since the Company uses multiple rate riders for cost recovery to mitigate risk.  The 9.72 percent ROE derives from a rational, model-based approach supported by the evidence.  The result is also consistent with the Hope and Bluefield standards cited by the ALJ.
  Because Public Service has shown no difficulty in 

36. accessing capital, and given the current economic environment of declining Treasury bond rates and constant credit spreads, we concur with the ALJ that it is unlikely the Company will have difficulty obtaining funds at reasonable rates with an authorized ROE of 9.72 percent.  

37. With respect to the modeling considered by the ALJ, we disagree with Public Service that there is a Commission policy mandating the use of only combination utilities in proxy groups for Public Service.  Rather, the ALJ’s choice of a proxy group made up of approximately two-thirds combination utilities and one-third gas-only utilities is consistent with Commission practice and is appropriate in this instance.  We also conclude that the record contradicts Public Service’s argument that recently awarded ROEs for similar utilities exceed 10 percent.  

38. We find it necessary to modify Decision No. R13-1037 to establish a range of reasonable values for earnings on equity investments.  The ranges recommended by the parties’ witnesses reflect a considerable amount of disparity.  In consideration of the evidence in the record, specifically evidence on the condition of the equity markets, the level of risk associated with Public Service’s operations, and the overall financial condition of the Company, we approve a range for the authorized ROE of 9.5 percent to 9.9 percent. 

2. Capital Structure

39. As explained in Decision No. R13-1307, capital structure identifies the source of funds (i.e., debt and equity) a utility uses to purchase assets for the provisioning of service.  Capital structure is necessary to calculate the weighted average cost of capital given the cost of debt and the allowed ROE established by the Commission.

40. The ALJ adopted Public Service’s actual HTY year-end capital structure as presented in the Rebuttal Testimony of witness Deborah Blair in Exhibit No. DAB-22 (2nd Revised).  In its exceptions, the OCC argues that Ms. Blair’s Exhibit does not accurately reflect the Company’s actual capital structure at the end of the HTY, since the Company excluded three debt issues.  The OCC argues that removal of the debt issues artificially increases the equity percentage in its capital structure and thus increases its return on rate base.  According to the OCC, the three debt issues totaling about $649 million should be added to the long-term debt balance on Exhibit No. DAB-22 (2nd Revised) Schedule 2, for a capital structure of 47.65 percent debt and 52.35 percent equity.

41. In response, Public Service argues that the Commission should reject the proposal to include a $600 million bond, which matured on October 1, 2012, as it would improperly skew the proportion of debt and equity actually used to finance the Company’s rate base.  Concerning the $49 million balance in the OCC’s suggested adjustment, Public Service claims that the OCC’s proposal would result in double counting the debt issuance and argues that the OCC provided no proof in testimony that certain issuances were allegedly omitted.

42. We deny the OCC’s exceptions regarding the inclusion of outstanding bonds in the determination of the Company’s actual HTY year-end capital structure.  We agree with the ALJ that Public Service’s pro forma adjustments to the long-term debt balance in the HTY are appropriate.

43. Public Service also explains in its response to exceptions that the capital structure set forth in Exhibit No. DAB-22 (2nd Revised) is based on the “capital employed methodology.”  Public Service argued in its case that the alternative par value approach for quantifying debt in the capital structure fails to account for the difference between the cash proceeds received from an issuance and the nominal value of the bond.  The capital employed approach recognizes this difference by basing the long-term debt balance on the net proceeds that are available or invested during the test year.

44. We concur with the ALJ that Public Service’s actual HTY year-end capital structure should be adopted.  However, the capital structure in Exhibit No. DAB-22 (2nd Revised) appears to be inconsistent with Decision No. R13-1307 in that it calculates the Company’s actual HTY year-end capital structure using the capital employed methodology instead of the par value method.  We agree with the ALJ that a move from the par value approach to the capital employed method is unnecessary in this proceeding.  We therefore require Public Service to recalculate the Company’s actual HTY year-end capital structure using the par value approach.

3. Weighted Average Cost of Capital

45. At the Technical Conference, Public Service presented the calculation of the approved weighted average cost of capital (WACC) consistent with this Decision. The Company explained that the recalculation of its actual capital structure using the par value method results in a long-term debt equity ratio of 43.94 percent and a corresponding common equity ratio of 56.06 percent.  When combined with the cost of debt established by Decision No. R13-1307 of 4.73 percent and the authorized ROE of 9.72 percent discussed above, the Company’s WACC, or return on rate base, is 7.53 percent.

F. Rate Base

1. Year-End Rate Base

46. In selecting the HTY to set new rates in this proceeding, the ALJ decided against the use of the year-end rate base as proposed by Public Service and adopted the use of the average-year rate base method instead.  An absence of evidence showing earnings attrition formed the basis of her conclusion.  

47. In its exceptions, Public Service states that, if the Commission adopts an HTY, the Company should be permitted to calculate its revenue requirements based on a year-end rate base.  Otherwise, Public Service argues it will be deprived of earnings and depreciation on $36.6 million of plant in service as of September 30, 2012.  Public Service further argues that it will suffer earnings attrition if deprived of a year-end rate base.

48. The OCC and Staff respond that the use of year-end rate base is not needed due to an absence of any earnings attrition.  The OCC also asserts that the average-year rate base reflects plant being continuously being added and subtracted throughout the year.  

49. The decision on whether to calculate revenue requirements based on average-year or year-end rate base depends on a number of factors.  In the past, the Commission has based its selection on the circumstances of each specific case.  

50. In this proceeding, Public Service is facing a reduction in its allowed ROE.  We also find that the difference in investment between year-end and average-year rate base of $36.6 million is significant in terms of the associated revenue requirements.  These factors, taken together in the context of this Decision, support using the year-end convention for determining rate base in the HTY.  We therefore grant Public Service’s exceptions on this point and allow the Company to the use year-end rate base in the calculation of its HTY revenue requirement and associated GRSA.  

2. Cash Working Capital

51. In its exceptions, the OCC advocates for the inclusion of interest on long-term debt in the calculation of cash working capital (CWC).  The OCC maintains that Public Service’s long-term debt interest payments represent significant cash outlays by the Company, similar to its payroll costs and payments to vendors.  

52. In response, Public Service argues that the OCC has offered no new evidence, argument, or changed circumstances to support reversal of the Commission’s longstanding policy establishing the ratemaking treatment of long-term debt interest in the CWC allowance calculation.  Public Service argues that the interest payable on its long-term debt is not recoverable as an allowable expense in the utility’s cost of service and is included in the calculation of the utility’s approved return on rate base.   The Company thus considers this interest to be investor funds.   

53. We agree with Public Service and find there are no new circumstances to warrant a change in the calculation of interest on long-term debt in the CWC allowance.  We therefore deny the OCC’s exception on this point.  

3. “Upsized” Portion of Pipeline Projects

54. Pursuant to prior Commission decisions, Public Service is allowed to recover through the PSIA the cost of replacement pipe where the pipe is of like size.  Any costs attributable to “upsizing” the diameter of the existing pipelines to increase system capacity are excluded from recovery through the PSIA.  The upsized portion of pipeline costs is thus a matter for the Commission to consider in the establishment of base rates.

55. In Decision No. R13-1307, the ALJ determined that the PSIA prudence review now underway in Proceeding No. 10AL-963G must be completed before the upsizing portion of the cost of the Edwards to Mountain Meadow (EMM) Project and the West Main Project is recoverable.  The ALJ further found that Public Service failed to justify the need for the 
up-sizing and thus failed to meet its burden of proof with respect to moving the upsized EMM and West Main costs into rate base. 

56. In its exceptions, Public Service argues that the ALJ erred by denying the inclusion of the upsized portion of the EMM and West Main projects in rate base of the HTY cost of service study.  According to Public Service, the record demonstrates that the facilities are in service, transporting gas and are used and useful in providing gas service.  Public Service argues that it makes sense to upsize to address future capacity needs while state highways and roads are being disturbed for integrity management.  Public Service also contends that the ALJ placed too much emphasis on the significance of the Company’s general statements of near-term growth trends.  Public Service further argues that such a disallowance would discourage 
long-range system planning and the attendant cost savings and reliability benefits to customers.  

57. With respect to Staff’s position regarding the need for the PSIA prudency review to be completed before establishing any level of costs of the upsize to be included in base rates, Public Service argues that the upsized portion can be included in base rates now, leaving to the pending prudence review any necessary reconciliation if the construction of this project is later determined to have been imprudent.

58. Although we recognize that there may be questions regarding the prudency of Public Service’s EMM and West Main investments in Proceeding No. 10AL-963G, we find that it is necessary to address the upsized portion of those projects in this base rate proceeding so as not to delay unnecessarily the Company’s opportunity to recover the associated costs.  The projects are now in service and transporting gas, and this is the first rate case offering an opportunity for cost recovery.  

59. This matter also raises an important policy issue, as we agree with Public Service that it generally makes economic sense to upsize pipelines to address future capacity needs at the time pipelines are being reinstalled.  We are concerned that the disallowance of upsized costs here could deter Public Service from making rational investment decisions in other projects when upsizing opportunities arise.
  We also find that Public Service’s explanation in its direct case that the EMM and West Main upsizing investments are necessary to meet future growth is sufficient to satisfy the Company’s burden to show that the projects are in the public interest.
 

60. We therefore grant Public Service’s exceptions on this point and allow the Company to include in the HTY rate base the upsized portion of the EMM and West Main projects.
  Should the Commission find in Proceeding No. 10AL-1063G that an applicable portion of the total cost of the projects is disallowed, cost recovery at this initially-approved level will be subject to a refund in accordance with Public Service’s offer to reconcile such cost differences.  Also, in the event of such disallowance, Public Service shall make an appropriate filing for approval to implement the associated refund.  Such filing shall be submitted no later than 90 days following a final Commission decision regarding the 2012 PSIA prudency review in Proceeding No. 10AL-963G.

G. Income Statement 

1. Depreciation Rates

61. Attachment A to Decision No. R13-1307 states that the approved depreciation rates are those set forth in Public Service’s depreciation study provided in the Company’s direct case.  

62. In its exceptions, Public Service seeks clarification that the approved depreciation rates are specifically those in Exhibit No. DAW-1 to the Direct Testimony of Dane Watson and the proposed changes in depreciation accrual rates listed in Exhibit No. LHP-5 to the Direct Testimony of Lisa Perkett.  

63. We affirm that depreciation rates set forth in Exhibit No. DAW-1 and the proposed changes to the depreciation accrual rates as set forth in Exhibit No. LHP-5 are approved. 

2. Property Taxes

64. Decision No. R13-1307 determined that Public Service’s pro forma adjustment for property taxes complies with the traditional one-year time limit for out-of-period adjustments.  In addition, the ALJ found that the Company’s updates to its calculations provide a reasonable estimate of the Company’s property tax expense through the period ending September 30, 2013.  Additionally, the ALJ declined to adopt Staff’s recommendations that Public Service recover in base rates only the current level of property taxes and that any amount above that level would be recovered through a component of the GRSA, tracked and accounted for separately. 

65. In its exceptions Public Service advocates for a modification of Staff’s proposal, requesting that the Commission allow the Company to track the incremental amount of actual property taxes incurred in excess of the annual base level using deferred accounting.  Public Service states this approach will preserve its ability to seek full recovery of its 2014 and 2015 property tax increases through future rates.

66. We find that the deferred accounting mechanism proposed by the Company is not justified and deny Public Service’s exceptions on this point.  We will allow for the recovery of property taxes at the level set forth in the HTY cost of service, consistent with Decision No. R13-1307.  

3. Rate Case Expenses

67. Decision No. R13-1307 found that the Company’s rate case expense of $1,286,216 was a reasonable input to the HTY revenue requirement calculation.    

68. In its exceptions, the OCC takes issue with the ALJ’s reliance on Decision No. C09-1446 at ¶ 129 where the Commission observed that “recovery of rate case expenses [is] a normal and legitimate activity for a regulated utility” and that the “better course for controlling expenses is rigorous oversight, rather than splitting costs” between shareholders and ratepayers.    The OCC asserts a more recent Commission decision indicates that sharing of rate case expenses may be appropriate.  Specifically, the OCC points to decisions in the recent Black Hills electric rate proceeding in which the Commission acknowledged that a utility’s shareholders may directly benefit from litigation of rate case proceedings and stated that “as a matter of equity there is merit in investigating whether the Company’s investors should share in the responsibility for covering rate case expenses.”  (Decision No. C11-1373, Proceeding No. 11AL-382E issued December 22, 2011, at p. 40, ¶ 114.) 

69. In response, Public Service states that rate case expenses are a legitimate cost of providing utility service and are necessitated by Commission regulation.  Further, the Company has the right to seek rate recovery for all prudent business expenses, including rate case expenses.

70. We agree with the ALJ’s allowance of $1,286,216 in rate case expenses to be addressed in the HTY revenue requirement calculation and deny the OCC’s exception on this point.  

4. Employee Benefits Costs

71. Decision No. R13-1307 rejected the OCC’s recommendation to eliminate the Company’s adjustment to the HTY cost of service of $ 1,061,491 for expected employee benefit costs in 2013.  The ALJ explained that the Commission historically has accepted recent actuarial studies as providing sufficient certainty regarding the change in costs Public Service will experience during the period rates are in effect.  The ALJ found that, on balance, the OCC had not shown why this established practice should not be followed here.

72. In its exceptions, the OCC asserts the Commission should not rely on the Company’s forecasts of its costs associated with employee benefits because they are speculative.  The OCC also argues that the ALJ should not have rejected its proposed adjustment to reduce this expense, because Public Service’s actuary has not made a final determination of the pension expense for 2013.   Further, according to the OCC, the Company’s pension witness affirmed at hearing that the most recent pension report was still an estimate rather than a statement of the Company’s actual 2013 pension expense.   

73. In response, Public Service argues that its adjustment to the HTY for pension and benefits expense is known and measurable and is based on the most recent actuarial study.  Additionally, Public Service asserts the adjustment is consistent with past practice and agrees with the ALJ’s determination that the OCC had failed to show why the Commission’s established practice should be changed.  Further, because businesses typically rely upon the results of actuarial studies for their estimates of future pension and benefit costs for financial reporting purposes and otherwise, the Company argues that its study should be found to be sufficiently certain to satisfy the “known and measurable” standard.

74. We agree with the ALJ that the Company has provided reasonable evidence to support its adjustment associated with employee benefits costs.  We therefore uphold the ALJ’s conclusions in this matter.

5. Rifle Natural Gas Liquids Revenues

75. Decision No. R13-1307 rejected the Company’s proposed adjustment to the HTY for a projected decrease in revenues from its Rifle processing plant.  The ALJ found that the uncertainty of the operational date of the gas plant near Parachute, which is expected to take the raw gas that the Rifle plant has processed historically, precludes the Company from providing a reasonable foundation on which to lower test year revenues. 

76. In its exceptions, Public Service acknowledges that the announced delay for the completion of the Parachute plant from 2014 until at least 2016 has created uncertainty.  Nevertheless, the Company argues that its proposed adjustment to reduce revenues associated with the Rifle plant remains known and measureable.  The Company states that the delayed completion of the Parachute plant will only affect the timing of the complete shutdown of the Rifle plant and will not affect the Company’s expected plant operations and revenues associated with the HTY adjustment.  The Company also states that the Rifle plant has been “shut-in” since April 1, 2013 and will not resume operations until November 1, 2013.  

77. In response, the OCC states that it supports the ALJ findings regarding the Rifle plant revenues, because Public Service’s adjustment is dependent on a future event occurring.  

78. We find that the operational date of the Parachute plant and any associated impact on the Rifle plant revenues are too uncertain at this time to warrant an adjustment to the HTY cost of service.  Therefore, we deny the Company’s exceptions on this point

H. Pension Study

79. In Decision No. R13-1307, the ALJ denied Staff’s proposed adjustment to limit the recovery of pension expenses to $4.27 million.  Among her findings regarding the pension study advanced by Staff, the ALJ states that the study cannot be used as an “apples to apples” comparison of pension costs. 
 

80. In its exceptions, Staff requests the Commission clarify that when considering Public Service’s pension expense it may be appropriate to compare this cost to both of the other regulated utilities as well as non-regulated firms.   Staff maintains it is important to include an analysis of non-regulated firms when determining if pension costs are just and reasonable.  To do otherwise would effectively shield a regulated utility from market forces rather than having the Commission serve as a catalyst to inject market forces into ratemaking, according to Staff.  

81. In response, Public Service argues that it would be inappropriate for the Commission to provide an advisory opinion here endorsing a study methodology which has been shown to be flawed as the Commission’s preferred approach going forward either for pension expense or other purposes.  Public Service also argues that there were numerous problems with the approach taken in the Staff-commissioned pension study, such as too few respondents and a lack of evidence establishing that the particular firms examined are comparable to Public Service in terms of the types of employees hired, skill levels, or compensation levels.   

82. We deny Staff’s exception in this matter.  We will not issue an advisory opinion; selection of comparison groups in pension studies should be determined based on the specific evidence in each proceeding.  

I. Gas Storage Inventory Costs (GSIC)

83. Decision No. R13-1307 found in favor of continuing the historical practice to calculate the return component of the GSIC based on the Company’s weighted average cost of capital.  The ALJ found that it would be inappropriate to use short-term financing rates to develop the return component of Public Service’s GSIC.  The ALJ determined that, rather than using only short-term financial instruments, Public Service uses long-term debt, equity, and internal funds when financing storage gas.  The ALJ also disagreed that gas inventory is measured as a short-term asset singled out for special rate treatment.  
84. In its exceptions, the OCC restates its argument that the GSIC return should be based on a short-term interest rate.  The OCC claims that the current practice violates the matching principle of accounting in that a short-term asset (booked as a current asset) should be financed with short-term debt.  The OCC further argues that, because storage gas is a component of the GCA, the Company should not receive a rate base return on this investment. 

85. Public Service responds that the OCC is factually incorrect that storage gas is financed from short-term debt.  Public Service also argues that the recent shift of the GSIC from base rates to the GCA did not change the nature of the asset and the return that should apply.  Public Service further argues that if the GSIC return is limited solely to the short-term financing rate, Public Service may not be able to recover the full cost of its debt financing.

86. We agree with the ALJ’s conclusion that the GSIC should be considered a rate base asset as prescribed in FERC accounting rules and that GSIC should be treated no differently than any other asset with respect to the determination of a return.  We also agree with Public Service that, while storage gas is classified as a short-term asset, different types of financing including long-term bonds and equity are used to cover the associated costs.

J. Accelerated Gas Meter Replacement Plan

87. In its Advice Letter No. 830 filing, Public Service described the Company’s plan to replace 205,000 gas meters over 48 months at a cost of $83 million.  A more expansive alternative to the Company’s proposed plan would replace 418,000 gas meters over six years beginning in 2013 at a cost of $226 million.  According to Public Service, the 418,000 meters will likely fail tightened inspection criteria due to their age and require replacement as early as 2015.   Rather than waiting until 2015 to replace such a substantial number of meters, Public Service proposes to begin the replacement effort in 2013.

88. The ALJ denied approval of the program as the associated costs were not included in the HTY.  The ALJ also declined to approve the program for the same reasons it declined to issue an “advisory opinion” on other requests made by the Company in this proceeding (e.g., the Company’s request to accelerate spending on its PSIA-related efforts, as discussed below).

89. In its exceptions, Public Service argues that the ALJ erred by characterizing its request to accelerate its gas meter replacement efforts as seeking only “guidance” from the Commission.   The Company explains in its exceptions that it is seeking approval to include the costs of the program in the revenue requirements approved for each of its FTYs. 

90. In response, Climax argues that a Certificate of Public Convenience and Necessity (CPCN) is required for the proposed Accelerated Meter Replacement Program because the program is expensive, large in scope, and is not something that the Company would undertake routinely.  Climax argues that approval of the meter replacement project in this rate case without first requiring the Company to apply for a CPCN would render the gas facilities CPCN rule a nullity and would deprive the Commission of the ability to determine whether the project is in the public interest.

91. We agree with the ALJ’s reasoning regarding Public Service’s proposed Accelerated Meter Replacement Program and will not approve it at this time.  Public Service framed its proposal as a component of its FTYs, and instead the Commission has adopted the HTY. While we disagree with Climax that a CPCN is required for this program, the concept of pre-approvals of large, expensive, and extraordinary investment projects through application filings is appropriate.  In this instance, we are also concerned for ratepayers regarding the sequencing and cost of this project in relation to the Company’s PSIA-related spending.  

K. Pipeline System Integrity Adjustment (PSIA)

92. The PSIA allows Public Service to track and recover its capital investment and O&M costs associated with certain pipeline integrity initiatives.  The PSIA tariff normally results in annual rate changes and includes a true-up of costs to address under and over-recovery in prior years.  The PSIA took effect on January 1, 2012 as part of a settlement agreement approved by the Commission in Public Service’s last gas base rate proceeding, Proceeding No. 10AL-963G.
  

93. The Commission-approved programs for which Public Service can use the PSIA for cost recovery include:  the Transmission Integrity Management Program (TIMP), which includes the West Main and EMM projects, as discussed above; the Distribution Integrity Management Program (DIMP); the Accelerated Main Replacement Program; and the CAB Services Replacement Program.  No other major pipeline projects are permitted to be included in the PSIA without obtaining prior Commission approval.

94. The PSIA was given an initial term of three calendar years and thus expires on December 31, 2014.   By Decision No. C11-0946, the Commission required an application to extend the PSIA beyond December 31, 2014 to be filed on or before July 1, 2014.

1. Expansion and Extension of PSIA

95. Decision No. R130-1307 determined that this proceeding is not the appropriate forum in which to add major projects to the PSIA.  The ALJ found that a more reasoned regulatory approach is for the Commission to have more experience with the PSIA before adding programs and initiatives.  With respect to extension of the PSIA, the ALJ concluded that she was bound by existing Commission decisions that required Public Service to file an application to extend the PSIA beyond December 31, 2014.  Because this case was initiated by an advice letter filing and no application was filed, the ALJ denied the Company’s request to extend the term of the PSIA.  

96. In its exceptions, Public Service requests that the Commission reject the ALJ’s approach and allow the Company to add to the PSIA a new major project under the TIMP intended to replace 100 miles of targeted pre-1950s transmission pipe determined to present above-normal risks.  The proposed expansion to the TIMP is estimated to cost $200 million over a ten-year period.  According to Public Service, it is proper and convenient for the Commission to consider modifications to the PSIA in the context of a comprehensive rate case because it allows for base rates and the PSIA rider to be synchronized such that the rate impacts of changes to the PSIA mechanism can be simultaneously reflected in both the PSIA rider and base rates.

97. Public Service also requests that the Commission eliminate the PSIA sunset date and application procedure established in Decision No. C11-0946.  The Company argues that the Commission imposed the sunset condition within the context of a comprehensive rate case and has the authority to modify those directives in this rate case.  Public Service further argues that it is administratively inefficient to have an intervening application to resolve this and the other issues related to the PSIA.  

98. Public Service also requests that, if the Commission is reluctant to remove the PSIA sunset condition completely, the Commission at a minimum should grant a one-year extension of the December 31, 2014 sunset date. According to the Company, a one-year extension will provide financial certainty with regard to the PSIA-recoverable programs and put the next planned review of the PSIA on a schedule that is more likely to correspond to when the Company is likely to file its next gas rate case.

99. In their responses to the Company’s exceptions, Staff, the OCC, and Climax agree with the ALJ that this rate case is not the appropriate forum in which to add major projects to the PSIA.  They observe that Proceeding No. 10AL-963G, the first PSIA cost review,
 and Proceeding No. 13M-0915G, intended to address additional miscellaneous PSIA-related issues, have not yet been completed.  They also generally agree with the ALJ that the better regulatory approach is for the Commission to have more experience with the PSIA before adding programs and initiatives.  

100. The OCC also challenges the lack of any solid analytical evidence to justify 
pre-approval and special rate recovery of the proposed projects.  Climax further argues that the Commission should not view the prior limited approval of the PSIA as precedent or as preapproval of the Company’s filing in this case. Climax specifically recommends that the question of whether the project should go forward should be deferred to a CPCN application.

101. We find that the PSIA, as initially approved, is essential and reasonable for mitigating potential pipeline failures.  We fundamentally disagree with Climax that the implementation of the PSIA is not about safety.  The safety aspects of PSIA-related projects compel us to ensure that there is no unnecessary delay in considering the scope and term of the PSIA, as appropriate.

102. We agree with the ALJ that the expansion and extension of the PSIA should be informed by a review of the Company’s experience with the PSIA, which is consistent with the initial approval of the PSIA in Proceeding No. 10AL-963G.  Although we recognize that Public Service and the parties have devoted much effort in addressing the PSIA in this rate case, we also agree with the ALJ that the appropriate course of action is to defer a final decision on the merits of the expansion and extension of the PSIA to a new application proceeding.  We disagree with Climax that a CPCN is necessary for the expanded projects.  

103. In order to accommodate the new application filing and the ongoing review of the PSIA in Proceeding Nos. 10AL-963G and 13M-0953G, we grant Public Service’s exceptions to extend the term of the existing PSIA for one year.  The PSIA may continue in its existing form through December 31, 2015.  

2. Accelerated Spending on Approved PSIA Projects 

104. In its Advice Letter No. 830 filing, Public Service explained that it sought to accelerate to ten years certain TIMP and DIMP initiatives that are currently scheduled to be completed over a much longer period.  

105. The ALJ declined to approve Public Service’s request for guidance regarding its plans to accelerate spending on its pipeline inspection and distribution main replacement program.  The ALJ concluded that the Company’s request was, in essence, an “advisory ruling” and that providing the requested ruling would be both bad public policy and contrary to the Commission’s practice.  The ALJ stated that Public Service is free to implement these programs on an accelerated basis at its discretion and to seek cost recovery through appropriate filings.  The Commission would determine the prudence of the Company’s actions and determine whether to award cost recovery in those future proceedings.  The ALJ further stated that providing the requested guidance borders on Commission micro-management of the Company.
106. In its exceptions, Public Service argues that the ALJ misunderstood the Company’s requests.  The Company argues that what it seeks is explicit Commission approval of the proposed acceleration of its pipeline inspection and replacement activities “in order to remove uncertainty associated with the prudence of the decision to complete them in a much shorter period of time than was contemplated when the PSIA was first approved.”
  The Company explains that it has a unique opportunity to accelerate these programs at a time when the associated costs are relatively low and stable.  

107. In response, Climax states that Public Service agreed during the hearing that the Commission does not oversee the Company’s day-to-day operations and that the Commission thus cannot determine what the Company’s pipeline priorities should be.  Climax also suggests that the Commission order the Company to obtain a CPCN for the acceleration, due to the magnitude of the proposed spending and because the projects are not routine, ordinarily occurring, or usual. 
Although we disagree with Climax that a CPCN is necessary for the acceleration of spending in the investment categories already approved for PSIA cost recovery, we agree with 

108. the ALJ that it is not appropriate to grant Public Service’s request for explicit approval of its plans to accelerate its pipeline inspection and replacement activities in this proceeding.  If Public Service wants the Commission to rule on the merits of accelerated spending in these areas with cost recovery through the PSIA, such request may be part of the new application concerning any request to extend and to expand the scope of the PSIA, as discussed above.

3. Roll-In of PSIA Costs into Rate Base

109. The annual PSIA rate is calibrated according to a Project Base Amount recovered through Public Service’s base rates.  The Project Base Amount is intended to be adjusted upon the Commission’s issuance of a final decision in Phase I rate proceedings, such as this case, when the investment and O&M costs transition from the PSIA to base rate recovery.

110. In its exceptions, Public Service states that the level of costs allowed to be rolled into base rates from the PSIA is unclear in Decision No. R13-1307.  Public Service states that the Project Base Amount, or the amount in base rates as set forth in the existing PSIA tariff, is approximately $14.25 million. 

111. Staff maintains that the level of the Project Base Amount is at issue in Proceeding No. 10AL-963G. Staff also suggests that the Commission ensure that Public Service does not double-recover on PSIA-related investments as a result of the shifting of costs from one recovery mechanism to another.

112. Given the ongoing prudency review concerning 2012 PSIA costs in Proceeding No. 10AL-963G and our decision to defer consideration of any expansion or long-term extension of the PSIA to a new proceeding, we determine that the Project Base Amount should continue to be set at a level consistent with the initial approval of the PSIA in Proceeding No. 10AL-963G.  We recognize that the Project Base Amount may differ from the $14.25 million Project Base Amount as a result of our findings here concerning the Company’s rate of return and other factors such as depreciation rates.  The Project Base Amount should be updated according to these factors using the initially approved investment levels and O&M expenses, all other costs for eligible projects above the Project Base Amount shall continue to be recovered through the PSIA.  
L. Revenue Requirement Principles and Accounting Adjustments

113. Attachment A to Decision No. R13-1307 includes a listing of accounting and regulatory principles and adjustments that were unopposed in this proceeding.  The ALJ concluded that these principles and adjustments should be used in the development of the HTY.

114. In its exceptions, Public Service submitted a Revised Attachment A for the Commission to adopt instead.  Public Service states that its revised list includes additional regulatory principles and accounting adjustments to be used in preparing the HTY revenue requirements study.  The Company’s proposed Attachment A also illustrates differences for setting rates using an FTY instead of an HTY, consistent with its requests that the Commission adopt the 2013 FTY and the MYP in this Decision.   

115. The OCC cautions the Commission not to make a generalized ruling by adopting the Revised Attachment A.  The OCC states that Public Service has included many additions that could have long lasting effects in future rate cases.  For example, the revisions include many principles on how the Commission would calculate an FTY going forward.  The OCC states that these FTY issues were not ruled upon in Decision No. R13-1307.  Further, the OCC states that there has been no time to examine all of these changes and the Commission should refuse to make such a “sweeping ruling” at this late stage of the proceeding.

116. We deny the Company’s request to adopt its Revised Attachment A.  As explained by the ALJ, current regulatory and accounting principles remain in effect to the extent Decision No. R13-1307 does not specifically address the issue.  Any proposed change to current regulatory and accounting principles not addressed by the decision was not adopted.   We find this approach to be appropriate for the establishment of the HTY approved by this Decision.

M. Approved Revenue Increase and Refund Condition

117. At the Technical Conference, Public Service presented the HTY cost of service calculated in accordance with this Decision in accordance with Decision No. C13-1531-I issued December 12, 2013.  The Company calculated the resulting increase in base rate revenues and the corresponding GRSA.

118. We approve an increase of base rate revenues for Public Service of $29,637,805.   Public Service is authorized to  implement a new GRSA of 8.17 percent effective January 1, 2014.

119. By Decision No. R13-0279-I issued March 5, 2013, the ALJ approved a procedural schedule proposed by the Public Service, OCC, and Staff that provided for a Commission decision to be issued after the expiration of the 210-day maximum suspension period for the tariffs submitted under Advice Letter No. 830.  Under the terms of the proposed schedule, Public Service agreed to return to customers the difference between the amount collected under the rates approved by this Decision and the GRSA that was allowed to take effect on August 10, 2013 (Refund Condition).
  

120. Decision No. R13-1307 requires Public Service to submit, no later than December 10, 2013 a filing to implement the Refund Condition associated with the rate increase that took effect August 10, 2013.

121. In its exceptions, Public Service states that this process for implementing the Refund Condition will no longer work and explains that the Company will need time after January 1, 2014 to determine the amount over-recovered from customers.  The Company explains that the data on the revenues generated for the refund period will not be available until at least 30 to 45 days after January 1, 2014.  Public Service thus requests that the Commission adopt a procedure whereby the Company is required to calculate the amount of the 
over-collections 45 days after the date on which the new GRSA is implemented.  Public Service would then submit its filing to return this amount to customers ten days later.  The Company states that it has discussed this proposed process with Staff and that Staff concurs.

122. Because the GRSA calculated in accordance with this Decision is lower than the GRSA put into effect on August 10, 2013, we find that the Refund Condition shall apply.  Public Service shall calculate the resulting over-recovery and file, no later than March 1, 2014, a new advice letter that identifies the amount to be refunded to customers, the rate mechanism to be used to return this amount to customers, and the period of time over which that rate mechanism will be in effect.  

II. ORDER

A. The Commission Orders That:

1. The effective date of the tariff sheets filed with Advice Letter No. 830 on December 12, 2012, is permanently suspended and may not be further amended.

2. The tariff sheets filed with Advice Letter 830 – Gas Amended on August 8, 2013 that are currently in effect shall be replaced in their entirety by the tariff sheets filed in compliance with this Decision.

3. The Exceptions to Decision No. R13-1307 filed by Public Service Company of Colorado (Public Service) on November 1, 2013 are granted, in part, and denied, in part, consistent with the discussion above.

4. The Exceptions to Decision No. R13-1307 filed by the Colorado Office of Consumer Counsel on November 1, 2013 are denied.

5. The Exceptions to Decision No. R13-1307 filed by the Staff of the Colorado Public Utilities Commission on November 1, 2013 are denied.

6. Public Service shall file a new advice letter and tariff on not less than two business days’ notice.  The advice letter and tariff must comply in all substantive respects to this Decision in order to be filed as a compliance filing on shortened notice.  The advice letter and tariff shall be filed as a new advice letter proceeding and shall comply with all applicable rules.  In calculating the proposed effective date, the date the filing is received at the Commission is not included in the notice period and the entire notice period must expire prior to the effective date. 

7. Public Service shall file an advice letter no later than March 1, 2014 with tariffs to implement the Refund Condition, consistent with the discussion above.
8. To the extent requests are not addressed in this Decision they are denied.

9. The 20-day period provided in § 40-6-114, C.R.S., within which to file applications for rehearing, reargument, or reconsideration, begins on the first day following the effective date of this Decision. 

10. This Decision is effective upon its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ DELIBERATIONS MEETING
December 11, 2013.
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� Section 40-6-111(2)(a)(I), C.R.S., says:





If a hearing is held thereon, whether completed before or after the expiration of the period of suspension, the commission shall establish the rates, fares, tolls, rentals, charges, classifications, contracts, practices, or rules proposed, in whole or in part, or others in lieu thereof, that it finds just and reasonable. In making such finding in the case of a public utility other than a rail carrier, the commission may consider current, future, or past test periods or any reasonable combination thereof and any other factors that may affect the sufficiency or insufficiency of such rates, fares, tolls, rentals, charges, or classifications during the period the same may be in effect and may consider any factors that influence an adequate supply of energy, encourage energy conservation, or encourage renewable energy development. The commission shall consider the reasonableness of the test period revenue requirements presented by the utility.


� Legal briefs on the multi-year plan tariff issues were submitted by Public Service, Staff, the OCC, and Climax, jointly.


� Federal Power Commission v. Hope Natural Gas Co., 320 U.S. 591 (1944); Bluefield Water Works & Improvement Co. v. Public Service Commission of West Virginia, 262 U.S. 679 (1923).


� This finding does not mean that the Commission is granting preapproval of all upsizing projects.


�  We also recognize that Public Service raised the issue of upsizing these projects in its direct case and that no party responded to the Company’s position until the filing of the post-hearing SOPs.  


� As set forth in the Settlement Agreement approved in Proceeding No. 10AL-963G, the upsized portion of the EMM project is 26.6 percent of the project’s total cost (100 percent – 73.4 percent = 26.6 percent).  Likewise, the upsized portion of the West Main project is 22.9 percent of the project’s total cost (100 percent – 77.1 percent = 26.0 percent).  (Decision No. C11-0946, Proceeding No. 10AL-963G issued September 1, 2011, Attachment 1, Settlement Agreement, at 12.)


� Two pension studies were conducted for this proceeding, both by Moody’s Analytics.  One was jointly commissioned by Staff and Public Service to look at the non-bargaining new hire pension plan (Joint Pension Study).   The other was commissioned by Staff to evaluate retirement benefits being earned by the current employee population (Comprehensive Study).   The latter is at issue in the exceptions.


� The Settlement Agreement is attached to Decision No. C11-0946 in Proceeding No. 10AL-963G.


� The Commission is presently hearing a prudency challenge related to PSIA investments made in 2012 in Proceeding No. 10AL-963G.


� Public Service explains that the inline inspection assessments and pipeline replacements were originally scheduled to be completed within 14 and 21 years, respectively.  The approval to accelerate these projects to ten years would result in a $360 million of capital investments move up from the mid- to late-2020s into the next ten years.


� Public Service filed Advice Letter 830 – Gas Amended on August 8, 2013.
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