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I. BY THE COMMISSION

A. Statement

1. On December 22, 2017, President Trump signed the Tax Cut and Jobs Act (TCJA), which enacts a material reduction in the U.S. federal corporate income tax rate from 35 percent to 21 percent.  For regulated electric and natural gas utilities, the TCJA also requires the revaluation of federal deferred tax assets and liabilities due to the lower tax rate and due to other provisions of the modified Internal Revenue Code.
2. This Decision opens a proceeding to commence the Commission’s consideration of the impacts of the TCJA on the revenue requirements and rates of all Colorado investor-owned electric and natural gas utilities.  We direct the utilities to record and track as a deferred regulatory liability the difference in tax liabilities caused by the enactment of the TCJA as compared to the federal tax amounts used to establish rates currently in effect.  We further order the utilities to submit a filing that addresses: (1) the tracking and monitoring of the TCJA-related deferred regulatory liability; (2) proposals for implementing any refund due to customers associated with the deferred regulatory liability; and (3) the establishment of updated revenue requirements and rates that reflect the prospective impacts of the TCJA.  The primary purpose of this proceeding is to ensure that Colorado utility customers benefit from the reduction in the federal corporate incomes taxes through lower rates.
B. Determination of Federal Tax Expenses for Utility Ratemaking

3. The Commission’s authority to establish rates for Colorado’s investor-owned electric and natural gas utilities derives from Article XXV of the Colorado Constitution. The Commission is further charged with ensuring the provision of safe and reliable utility service at just and reasonable rates pursuant to §§ 40-3-101, 40-3-102, 40-3-111, and 40-6-111, C.R.S.
4. The Commission establishes rates for the Colorado investor-owned electric and natural gas utilities by examining each company’s revenue requirements based on that utility’s specific cost of service.  A utility’s cost of service comprises various operating expenses, including federal corporate income taxes, as well as a return on the utility’s investments.  A cost of service is generally developed for a twelve-month period, or “test year,” as represented in a cost of service study.  The test year selected for the determination of revenue requirements is intended to represent the utility’s cost of service during the period when the established rates are in effect.  
5. While most utility operating expenses are recorded in specific accounts that can flow directly into a cost of service study—such as labor costs, fuel expenditures, customer record-keeping expenses, the costs of materials and supplies, depreciation expenses, and amortizations—federal income tax expenses and other federal-tax related elements in the cost of service study are calculations.  Calculations are necessary, because the federal income tax items to be reflected in rates must be associated only with the utility’s regulated operations within the Commission’s jurisdiction.  However, because federal income taxes are calculated on this “stand-alone basis” for ratemaking purposes, they do not reflect taxes actually paid.  For example, a utility’s federal income tax expenses as used to set rates are not pro rata shares of the utility’s holding company’s actual federal tax payments for the selected test year.
C. Utility Rates Currently in Effect

6. The rates currently in effect for Colorado’s investor-owned electric and natural gas utilities are based on cost of service studies using a 35 percent federal corporate income tax rate.  The tax-related calculations in the cost of service studies also reflect previous federal tax policies, such as bonus depreciation, that have been modified by the TCJA.  The TCJA is expected to cause changes in each utility’s net deferred federal tax liability and federal net operating losses as calculated in the cost of service studies.

7. The enactment of the TCJA calls into question whether the rates of the Colorado investor-owned electric and natural gas utilities continue to be just and reasonable as required by Colorado Public Utilities Law.  
8. The TCJA also causes the potential to increase the earnings of the Colorado investor-owned electric and natural gas utilities unless the impacts are addressed through refunds or other adjustments to rates.
D. Findings, Conclusions, and Directives 
9. The Commission, on its own motion, opens this proceeding to examine the impacts of the TCJA on the revenue requirements and rates of all investor-owned electric and natural gas utilities.  The primary purpose of this proceeding is to ensure that Colorado utility customers benefit from the reduction in the federal corporate incomes taxes through lower rates.
10. We join all investor-owned electric and natural gas utilities as indispensable parties to this proceeding, including:

· Public Service Company of Colorado (Electric, Natural Gas, and Steam)
· Black Hills/Colorado Electric Utility, LP

· Black Hills/Colorado Gas Utility, LP

· Black Hills Gas Distribution, LLC
· Rocky Mountain Natural Gas LLC
· Atmos Energy Corporation

· Colorado Natural Gas, Inc.
11. The Commission directs the investor-owned electric and natural gas utilities that are parties to this proceeding to account for the difference between their federal income tax liabilities as calculated pursuant to the federal tax code in effect when current rates were established and their federal income tax liabilities as calculated pursuant to the TCJA. Such difference shall be recorded as a deferred regulatory liability.  The investor-owned electric and natural gas utilities that are parties to this proceeding are advised that refunds or other adjustments to rates may be ordered commensurate with such deferred regulatory liability.

12. The Commission directs the investor-owned electric and natural gas utilities that are parties to this proceeding to submit a filing in this proceeding that addresses the following:  (1) the proposed calculation of the resulting amounts to be tracked and recorded as a deferred regulatory liability as described above; (2) the frequency and type of reports that the utility proposes to file on the deferred regulatory liability; (3) the utility’s proposal for implementing any refund due to customers associated with the deferred regulatory liability; (4) when the utility will be in a position to establish a revenue requirement that reflects prospective impacts of the changes in federal tax laws pursuant to the TCJA; and (5) how the utility proposes for those new revenue requirement calculations to be reflected in new rates.  This filing shall be submitted no later than February 21, 2018.

13. This proceeding provides a degree of uniformity in the treatment of the issues relating to the impacts of the TCJA for all Colorado investor-owned electric and natural gas utilities and their customers.
  However, the specific circumstances of each utility also must be taken into account.  Several companies have not filed a general rate proceeding with a full cost of service study for several years.  Certain other utilities have ongoing rate proceedings before the Commission at this time.  The filing requirements set forth above are not intended to preclude the implementation of potential refunds or the establishment new rates in other ongoing proceedings.
14. We join Staff of the Colorado Public Utilities Commission as a party to this proceeding.  Staff will play an essential role in educating the Commission on the highly technical aspects of federal income taxes in cost of service ratemaking and in working with the utilities to develop approaches that benefit their ratepayers with relief as soon as practical. For administrative clarity, we instruct Staff to file a notice of intervention of right in this matter to identify the specific persons assigned to the case as Trial Staff and those individuals who will serve as Advisory Staff. 
15. We further invite other interested persons to request participation as parties in this proceeding.  A motion to intervene by permission may be filed by any person, firm, or corporation desiring to be a party as ordered below.  Such pleadings shall be filed no later than March 7, 2017.

16. The investor-owned electric and natural gas utilities that are parties to this proceeding, Staff, and the persons seeking intervention in this matter may file comments with respect to the utilities’ filings to be submitted no later than February 21, 2018, as described above.  Such responsive comments shall be filed no later than March 7, 2018.

17. The Commission will establish other procedures, as necessary, by separate decision.

II. ORDER

A. It is Ordered That:

1. A proceeding is opened to commence the Commission’s consideration of the impacts of the Tax Cuts and Jobs Act of 2017 (TCJA) on the revenue requirements and rates of all Colorado investor-owned electric and natural gas utilities, consistent with the discussion above.  

2. Public Service Company of Colorado is joined as an indispensable party to this proceeding.
3. Black Hills/Colorado Electric Utility, LP is joined as an indispensable party to this proceeding.
4. Black Hills/Colorado Gas Utility, LP is joined as an indispensable party to this proceeding.
5. Black Hills Gas Distribution, LLC is joined as an indispensable party to this proceeding.
6. Rocky Mountain Natural Gas LLC is joined as an indispensable party to this proceeding.
7. Atmos Energy Corporation is joined as an indispensable party to this proceeding.
8. Colorado Natural Gas, Inc. is joined as an indispensable party to this proceeding.
9. The investor-owned electric and natural gas utilities that are parties to this proceeding shall record and track as a deferred regulatory liability the differences in tax liabilities caused by the enactment of the TCJA as compared to the federal tax amounts used to establish rates currently in effect, consistent with the discussion above.

10. The investor-owned electric and natural gas utilities that are parties to this proceeding shall submit a filing in this proceeding that addresses the tracking and monitoring of the TCJA-related deferred regulatory liability, proposals for implementing any refund due to customers associated with the deferred regulatory liability, and the establishment of updated revenue requirements and rates that reflect the prospective impacts of the TCJA, consistent with the discussion above.  The utilities filings shall be submitted no later than February 21, 2018.

11. Staff of the Colorado Public Utilities Commission is joined as party to this proceeding, consistent with the discussion above.
12. Any person desiring to intervene or participate as a party in this proceeding shall file a motion for leave to intervene permissively, or under the Commission’s Rules of Practice and Procedure, file other appropriate pleadings to become a party, no later than March 7, 2018. 
13. Comments directed at the utilities’ filings to be submitted no later than February 21, 2018, shall be filed no later than March 7, 2018.
14. This Decision is effective upon its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING 
January 31, 2018.
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Doug Dean, 
Director
	THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO


JEFFREY P. ACKERMANN
________________________________


FRANCES A. KONCILJA
________________________________


WENDY M. MOSER
________________________________
                                        Commissioners




C10-0452
� ​Commissioner Frances A. Koncilja voiced her concern at the January 31, 2018 Commissioners’ Weekly Meeting that it was not appropriate to include Public Service Company of Colorado (Public Service) in all of the requirements of this statewide proceeding at this time.   Commissioner Koncilja noted that Public Service filed, on January 30, 2018, a Joint Motion for Approval of Tax Cut and Jobs Act Settlement.  While not all parties have agreed to the terms of the settlement agreement, Commissioner Koncilja stated it would appear that Public Service is proactively engaged in these tax issues and is proposing benefits to ratepayers starting on March 1, 2018.  Commissioner Koncilja stated that requiring Public Service to participate in this statewide proceeding could cause a delay in ratepayers receiving these benefits.  Commission Koncilja agrees with this Decision in all other respects.
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