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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. On July 11, 2017, Black Hills/Colorado Electric Utility LP (Black Hills or Company) filed Advice Letter No. 742 with supporting testimony and exhibits.  The proposed effective date of the tariffs filed with Advice Letter No. 742 (Attachment A to this Decision) is August 11, 2017.  

2. Black Hills filed this Phase II electric rate case pursuant to Decision 
No. C16-1140, issued December 19, 2016, in Proceeding No. 16AL-0326E, the Company’s most recent Phase I electric rate case. 

3. On July 19, 2017, the Colorado Office of Consumer filed a Protest Letter asking the Commission to suspend the tariff sheets and set the matter for hearing. 
B. Discussion
4. In Black Hills’ recent Phase I rate case, the Commission authorized Black Hills to increase its base rate revenues by $636,267 through the implementation of a General Rate Schedule Adjustment (GRSA) of 2.3552 percent.
  The Commission also approved an extension of the Clean Air-Clean Jobs Act (CACJA) Rider for the purpose of collecting the costs associated with Black Hills’ investment in a new LM 6000 gas-fired generating unit (approximately $528,000).  The combined result of the approved GRSA and extended CACJA Rider was an annual revenue increase, effective January 1, 2017, of approximately $1.2 million.

5. Black Hills states that the primary purpose of the Phase II rate case is to redesign base rates for all customer classes to cause an elimination of the GRSA, such that the Company recovers the same amount of total base rate revenues as approved in the Phase I rate case.  Black Hills also seeks to roll into base rate charges, costs now recovered through the Company’s Transmission Cost Adjustment (TCA) and Purchased Capacity Cost Adjustment (PCCA).  
6. Charges not affected by the filing under Advice Letter No. 742 include the Demand-Side Management Cost Adjustment (DSMCA), the Energy Cost Adjustment (ECA), and the Renewable Energy Standard Adjustment (RESA).  
7. The total revenue requirements recovered through the CACJA Rider also would not change, but the allocators that are used to allocate the annual CACJA Rider revenue requirements between the customer classes would be updated.

8. Black Hills explains in Advice Letter No. 742 that this Phase II rate case allocates or assigns the Commission-authorized base rate revenue requirement across all of the Company’s rate classes based on an updated Class Cost of Service Study (CCOSS).  Using the results of the updated CCOSS, Black Hills proposes to revise all rate schedules for retail electric service and to revise certain cost adjustment mechanism schedules. 
9. With respect to residential rates, the Company is proposing several changes in rate design and revenue requirement responsibility.  First, the Company is introducing tiered rates for residential customers in order to mitigate impacts on low usage customers.  For example, a residential customer who uses 500 kWh per month is projected to experience no increase in bills as a result of the base rate changes (all other rates being held equal).  However, a residential customer who uses 600 kWh per month will experience a 2.48 percent monthly bill increase, and a customer who uses 1,200 kWh per month will experience a 9.57 percent bill increase.  
10. Black Hills also is proposing to increase its fixed monthly customer charge 
for residential customers from $16.50/month to $20.13/month.  Black Hills explains that the Company proposes to recover a portion of its fixed distribution costs through the customer charge based on the concept that a portion of fixed distribution costs varies on the number of customers rather than on the amount of electricity used (either energy or demand).  The analytical approach to split the fixed distribution costs between a customer charge and the accompanying energy or demand charges that Black Hills has relied upon in past Phase II rate cases is called the “minimum system intercept method.”
11. Black Hills also proposes additional residential rate mitigation, by shifting total revenue requirement responsibilities away from the residential rate class to certain commercial rate classes that would otherwise experience larger rate decreases as indicated by the Company’s updated CCOSS.  For instance, if Black Hills were to design rates to recover the full revenue requirement allocated to the residential rate class based on the Company’s updated CCOSS, revenues collected from the residential class would increase by approximately 18 percent.  Black Hills instead proposes to shift some of that revenue responsibility away from the residential service rate class to the small general service, large general service, and large power service commercial rate classes.
12. In addition, it appears that Black Hills is proposing new rates for residential customers that have on-site solar systems and are net metered.  The proposed customer charge for this new residential rate class is higher than for other residential customers, which Black Hills explains is primarily the cost of a production meter that measures the generation from the customer’s on-site solar system.  The balance of the allocated revenue requirement that is not recovered from the customer charge would then be recovered through an energy charge of approximately 16 cents/kWh.

13. With respect to rates for small commercial customers, Black Hills proposes to keep the 10 kW threshold for applying demand rates.  Black Hills states that alternative billing levels did not yield results that were better than the current billing structure and that, if the threshold were raised higher than 10 kW, a subset of such customers would actually experience a bill increase.  
C. Conclusions and Findings

14. 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, December 9, 2017, the tariff pages filed by Black Hills may become effective.

15. 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 March 9, 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 March 9, 2018, the tariff pages filed by Black Hills may become effective.

16. The Commission finds good cause to suspend the effective date of the tariff pages submitted with Advice Letter No. 742 and to set this matter for hearing. 

17. This matter is referred to an Administrative Law Judge (ALJ).
  We will monitor this Proceeding as it advances to hearing and will remain apprised of any stipulations or settlement agreements that are filed by the parties, and consider at that time whether the Commission should preside over the balance of the proceeding.

18. Given the current court appeals arising out of Proceeding No. 16AL-0326E, Black Hills’ Phase I Rate Case, referring this Phase II proceeding of Black Hills’ Rate Case to an ALJ in the first instance, while retaining oversight over all final public policy and rate decisions, is hereby considered to be the most efficient and judicious use of ratepayer dollars, recognizing the costs of the judicial process that are borne by the citizens, commercial businesses, and industrial customers in southern Colorado.  
19. 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 is not sufficient to allow participation as an intervenor in this matter.
II.
ORDER

A. The Commission Orders That:

1. The proposed effective date, August 11, 2017, of the tariff pages filed by Black Hills/Colorado Electric Utility LP (Black Hills) with Advice Letter No. 742 is suspended for 120 days until December 9, 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 motion on Black Hills’ attorney of record.
4. This Decision is effective upon its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
July 26, 2017.
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II. COMMISSIONER FRANCES A. KONCILJA DISSENTING IN PART

1. Once again, this Commission refuses to take any responsibility for dealing with ratepayer dissatisfaction in the southern part of the state.  The full Commission should have agreed to hear this Phase II rate case and should have also agreed to hear public comments on the Black Hills/Colorado Electric Utility LP (Black Hills) proposals for at least two reasons.  First, the Black Hills proposals involve important public policy decisions on high fixed customer charges, solar policy, and demand charges.  Second, this Commission has little to no credibility in the southern part of the state and a public comment hearing in southern Colorado, as well as the attention of the full Commission at an evidentiary hearing, might provide the citizens in southern Colorado with a voice before this Commission and a belief that their voice will be heard.

2. Instead, this Commission punts these important policy decisions to an Administrative Law Judge.  This Commission has not spent one hour in evidentiary hearings involving Black Hills and southern Colorado at any time in 2017.
  At the same time, this Commission has spent at least 100 hours in hearings involving Public Service Company of Colorado (Public Service).
 

3. Black Hills proposes to increase the fixed customer charge (already the highest in the State of Colorado) from $16.50 to $20.13 PER MONTH!  By comparison, Public Service’s fixed customer charge is $7.80 per month and the fixed customer charge for Black Hills customers in Rapid City, South Dakota is $9.25.

4. Black Hills proposes to increase the monthly customer charge for rooftop solar from $17.96 to $26.92—a 49% increase—and increase the energy charge for solar customers from 8.6 cents per kilowatt hour to almost 16 cents per kilowatt hour.  These two proposals will likely destroy the market for new solar installations in southern Colorado.  There is still public outcry over the cancellation by Black Hills of the solar rebate program in 2010 which some believe led to at least ten solar installers in the southern part of the state going out of business.  One wonders how these proposals do anything other than undercut Governor Hickenlooper’s recent executive order on Climate Action.

5. Black Hills also proposes to increase the demand charge for commercial businesses (already the subject of public outcry) even higher.  The previous Commission heard testimony and public comments during the 2016 rate case claiming that high demand charges were having a negative effect on business development in southern Colorado—meaning the poor get poorer because new businesses are reluctant to move to southern Colorado.  Why not move to Colorado Springs where the energy costs are substantially cheaper?

6. As Mr. Arnold of Energy Outreach Colorado pointed out in his testimony submitted in the Phase I rate case, fixed customer charges have a dramatic impact on low-income customers. In the Black Hills service territory, the median household income is 
$19,028‑33 percent lower than the $58,244 median income for households state wide.  (Arnold Testimony, Page 6.)  Mr., Arnold estimated that “Black Hills serves 32,200 households with incomes at or below 185% of the Federal Poverty Limit, or 39% of its residential customer base…nearly four households in ten.” He further concluded that in the 12-month period from July 2015 to June 2016, Black Hills’ Payment Plan for Low-income customers served only 1,685 or 5 percent of these 32,000 customers.

7. William Perea Marcus, a consultant with 30 years of experience also testified on behalf of Energy Outreach Colorado in the Phase I Rate case.  (See Answer Testimony dated August 30, 2016 in Proceeding No. 16AL-0326E “Marcus Testimony”).  Mr. Marcus challenged the perverse incentives of the increased fixed charges as well as the erroneous application of the minimum system approach.  (See Marcus Testimony, Pages 33-34).
8. This Commission must understand the cost of service analysis which should be the basis for the fixed customer charge, why it is so much higher in the southern part of the state and then make the policy decision as to whether or not the high fixed charge is good public policy.

9. Solar owners assert, with the benefit of studies, including a May 23, 2016 Brooking Institute study titled “Rooftop solar: Net metering is a net benefit,” that the cost of service studies of utilities are flawed because they fail to take into account reduced transmission and distribution line losses as well as other benefits.  Again, these are important public policy issues for this Commission to understand and to decide.  See also net metering studies from the Lawrence Berkley National Laboratory review of 11 net metering studies by the Environment America Research and Policy Center and net meter studies by the Missouri Energy Initiative.

10. I am not prejudging these issues.  Nor am I agreeing with the references cited above.  I am pointing out that these issues in rate design require important public policy decisions that this Commission should make.  Reading a recommended decision from an Administrative Law Judge in these matters is a poor substitute for the Commission actually hearing the evidence and listening to the public comments.

11. In sum, I agree with the decision to suspend the effective date of the proposed tariffs.  I am deeply pained, troubled by, and disagree with the decision to refer this matter to an Administrative Law Judge because the proposed tariffs raise important policy decisions that this Commission should hear and this Commission should decide.  I hope that the Administrative Law Judge develops a full and robust record for these important issues as well as conducts 
public comment hearings in southern Colorado, along with explanations for the policy recommendations that address these matters.  If there is a settlement, I will urge this Commission, once again, to hold a hearing on any settlement. 

	
	THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO


FRANCES A. KONCILJA
________________________________
                                         Commissioner



� Decision No. C16-1140, issued December 19, 2016, Proceeding No. 16AL-0326E.


� Commissioner Frances A. Koncilja disagrees with the decision to refer the matter to an ALJ.


� See my dissent in Decision No. C17-0416-I in Proceeding No. 16A-0436E issued May 23, 2017, concerning the failure of this Commission to conduct an evidentiary hearing on the nonunanimous settlement in Proceeding No. 16A-0436E—the Black Hills Electric Resource Plan which will likely result in placing into customer rates, the construction of an additional 60 MW of wind generation, without any analysis of least cost alternatives, including the use of Renewable Energy Credits or acquisition from Public Service of the wind resource.


� See Proceeding Nos. 16A-0588E—Grid modernization—approximately 7 hours; 16A-0396E—Public Service Electric Resource Plan—approximately 23 hours; and 15A-0589E—Boulder muncipalization—approximately 70 hours. 


� See Corrected Answer Testimony and Attachments of Sander Arnold on behalf of Energy Outreach Colorado filed in Proceeding No 16AL-0326E on October 11, 2016. (“Arnold Testimony”)
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