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IN THE MATTER OF ADVICE NO. 912-GAS FILED BY PUBLIC SERVICE COMPANY OF COLORADO TO ROLL THE PIPELINE SYSTEM INTEGRITY ADJUSTMENT (“PSIA”) COSTS INTO BASE RATES BEGINNING IN 2019 AND INCREASE RATES FOR ALL NATURAL GAS SALES AND TRANSPORTATION SERVICES BY IMPLEMENTING A GENERAL RATE SCHEDULE ADJUSTMENT (“GRSA”) IN THE COMPANY’S COLORADO P.U.C. NO. 6 – GAS TARIFF, TO BECOME EFFECTIVE JULY 3, 2017.
DECISION SUSPENDING EFFECTIVE 
DATE OF TARIFFS AND REFERRING THE 
MATTER TO AN ADMINISTRATIVE LAW JUDGE
Mailed Date:  
June 21, 2017
Adopted Date:  
June 14, 2017
IMPORTANT NOTICE:  ANY PERSON DESIRING TO PARTICIPATE ONLY BY MAKING 
A STATEMENT MAY DO SO BY APPEARING AT THE HEARING.  IF YOU DESIRE 
TO ASK QUESTIONS OF A WITNESS OR OTHERWISE PARTICIPATE AS A PARTY 
IN THIS RATE MATTER, YOU MUST REQUEST PERMISSION FROM THE COMMISSION TO BE AN INTERVENOR (EVEN IF YOU HAVE ALREADY FILED AN OBJECTION).  ANYONE DESIRING TO INTERVENE MUST CAREFULLY FOLLOW THE LAW 
AND COMMISSION RULES FOR BECOMING AN INTERVENOR. FOR FURTHER INFORMATION ON HOW TO INTERVENE, CALL (303) 894‑2070 (PUC EXTERNAL AFFAIRS OFFICE).

I. BY THE COMMISSION

A. Statement
1. This Decision sets for hearing the tariffs filed by Public Service Company of Colorado (Public Service or Company) under Advice Letter No. 912-Gas and suspends their effective date for 120 days pursuant to § 40-6-111(1), C.R.S.  The matter will be referred to an Administrative Law Judge.

2. A pleading to intervene in this matter may be filed by any person, firm, or corporation desiring to be a party and fully participate in this proceeding no later than 30 days after the mailing date of this Decision.
B. Discussion
3. On June 2, 2017, Public Service filed Advice Letter No. 912-Gas with supporting testimony and attachments.  The proposed effective date of the tariffs filed with Advice Letter No. 912-Gas (Attachment A to this Decision) is July 3, 2017.  The Company states the intent of this filing is to increase rates for all natural gas sales and transportation services by implementing increases to its General Rate Schedule Adjustment (GRSA) in the Company’s Colorado PUC No. 6-Gas tariff.  The Company’s proposal to increase base rate revenues through the implementation of a GRSA, makes this a Phase I rate case.  
4. Public Service has proposed a multi-year rate plan covering calendar years 2018 through 2020.  The revenue requirements in each year are based on cost of service studies using future test years for each of the three years.  Public Service also proposes an Earnings Test as a consumer protection measure for the duration of the multi-year rate plan.
5. The Company seeks to increase its base rate revenues by $232.9 million during the three-year multi-year rate plan period.  Due to the expiration of the Pipeline System Integrity Adjustment (PSIA) on December 31, 2018, the Company proposes to roll $93.9 million in PSIA mechanism costs into base rates in 2019, and further commits to file a Phase II rate proceeding to address rate-cost allocation and rate design, at, or near the beginning of 2019.  Public Service estimates the impact to a typical residential customer will be an increase of 6.08 percent in 2018, 4.58 percent in 2019, and 3.49 percent in 2020.  Further, the estimated impact to a typical small commercial customer will be an increase of 5.67 percent in 2018, 3.43 percent in 2019, and 3.31 percent in 2020.

6. Public Service states the proposed increase in base rates will result in a General Rate Schedule Adjustment (GRSA) rider of 33.64 percent for 2018; 65.93 percent for 2019; and 76.46 percent for 2020.  Further, the Company has calculated its revenue requirement based on a proposed return on equity (ROE) of 10.0 percent, which results in an overall rate of return (ROR) of 7.49 percent in 2018.  Public Service proposes the same ROE for years 2018 and 2019, but, due to small changes in the cost of long-term debt, the ROR in 2019 is 7.47 percent, and increases to 7.49 percent in 2020.
7. Public Service asserts the proposed increase in revenues will allow it to recover capital costs that are increasing due to significant integrity and non-integrity initiatives related to its gas transmission and distribution systems.  The Company argues that the use of future test years to establish rates, as well as the multi-year approach, will result in a better match of cost recovery with incurrence, will provide a fairer opportunity to earn its authorized ROE, and maintain incentives to reduce costs and operate more efficiently.
8. On June 9, 2017, the Colorado Office of Consumer Counsel (OCC) submitted a Protest Letter asking the Commission to suspend the tariff sheets and set the matter for hearing.   The OCC’s concerns include: the magnitude and impact of the proposed GRSA increases, including the substantial increase to the Service and Facility (S&F) charge outside of a Phase II rate case proceeding; the necessity of a three-year rate plan; the future test year concept that employs forecasts as a basis for determining rates; the increase in the requested ROE and the overall return; whether the proposed Earnings Test and sharing mechanism are just and reasonable; and the proposed transfer of PSIA costs into base rates in 2019.  Additionally, the OCC raises concerns about potential rate shock due to the impacts of the increases, and argues that the proposed Phase II rate proceeding should be filed sooner than 2019.
9. Pursuant to § 40-6-111(1), C.R.S., the Commission may, in its discretion, set the tariff pages for hearing which will suspend the effective date for 120 days from the proposed effective date. If the Commission does not establish new rates before the expiration of the suspension period of 120 days, or, in this proceeding, October 31, 2017, the tariff pages filed by Public Service may become effective.

10. Section 40-6-111(1), C.R.S., also provides that the Commission may, in its discretion, by a separate decision, suspend the effective date of the tariff page(s) for an additional 90 days. Thus, the Commission has the power and authority to suspend the effective date of the tariff pages for a maximum of 210 days or, in this proceeding, until January 29, 2018. If the Commission further suspends, by a separate decision, the effective date of the tariff pages for an additional 90 days, and if no new rates are established by the Commission before January 29, 2018, the tariff pages filed by Public Service may become effective.

C. Conclusions and Findings

11. The Commission finds good cause to suspend the effective date of the tariff pages submitted with Advice Letter No. 912-Gas and set this matter for hearing.  We also refer this matter to an Administrative Law Judge (ALJ). 

12. This rate case filing is not Public Service’s first attempt to gain Commission approval of a multi-year rate plan based on a series of future test years.  While the Commission has had occasion to discuss some of the policies surrounding multi-year rate plans and future test years since amendments to § 40-6-111(2)(a)(I), C.R.S.,
 were enacted in 2010, there have been few Commission decisions that address the relative merits of different test periods and of multi-year plans.
  
13. During our deliberations on whether to suspend the tariff pages submitted with Advice Letter No. 912-Gas and whether to refer the matter to an ALJ, we discussed several topics relevant to the derivation of test year revenue requirements, such as, but not limited to, the development of capital budgets, the assumptions and factors used to estimate future costs, regulatory lag, and the litigation costs associated with rate cases.  Section 40-6-111(2)(a)(I), C.R.S., requires us to consider the reasonableness of the test period revenue requirements presented by Public Service in this Proceeding.  Accordingly, the Commission requests that the ALJ conduct a thorough analysis of the policy benefits and detriments of using future test years, identify the policy decisions the Commission should make, and suggest the process by which the Commission should make those decisions in this and future rate case proceedings.
14. A pleading to intervene may be filed by any person, firm, or corporation desiring to be a party and fully participate in this proceeding, as ordered below.  The filing of any other document protesting the tariff pages shall not allow participation as an intervenor in this matter.
II. ORDER

A. The Commission Orders That:

1. The proposed effective date, July 3, 2017, of the tariff pages filed by Public Service Company of Colorado (Public Service) with Advice Letter No. 912-Gas is suspended for 120 days until October 31, 2017, or until further order of the Commission.

2. This matter is referred to an Administrative Law Judge.  The Administrative Law Judge shall set a hearing date, rule on interventions, and establish other procedures by separate decision(s).  

3. Any person, firm, or corporation, including any who have previously filed a document protesting the proposed tariff pages, who desire to intervene and participate as a party in this proceeding shall file a motion to intervene with the Commission within 30 days after the mailing date of this Decision and shall serve a copy of the notice or motion on Public Service’s attorney of record. 

4. This Decision is effective upon its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
June 14, 2017.
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� Direct Testimony of Scott B. Brockett, Table SBB-D-6, Bill Impacts of the Company’s Filing, p.85.


� Section 40-6-111(2)(a)(I), C.R.S. states:  “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.”


� For example, Decision No. C10-0707, issued August 2, 2016 in Proceeding No. 14M-0241EG, addresses only the lawful procedures in which the Commission hears a multi-year plan in a single rate proceeding.
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