Before the Public Utilities Commission of the State of Colorado

Decision No. C18-0169-I
PROCEEDING No. 17AL-0429G

C18-0169-IDecision No. C18-0169-I
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

PROCEEDING17AL-0429G NO. 17AL-0429G
IN THE MATTER OF ADVICE LETTER NO. 530 – gas filed by atmos energy corporation TO place into effect tariff sheet changes to be effective on july 27, 2017.
INTERIM decision APPROVING 
STIPULATION AND PARTIAL SETTLEMENT AGREEMENT AND AUTHORIZING 
PROVISIONAL RATES SUBJECT TO REFUND
Mailed Date:  
March 12, 2018
Adopted Date:  
March 7, 2018

TABLE OF CONTENTS

1I.
BY THE COMMISSION

A.
Statement
1
B.
Discussion
2
1.
Procedural Background
2
2.
TCJA Settlement
5
C.
Findings and Conclusions
7
II.
ORDER
8
A.
It Is Ordered That:
8
B.
ADOPTED IN COMMISSIONERS’ WEEKLY MEETING March 7, 2018.
9


I. BY THE COMMISSION

A. Statement

1. This Decision approves the Stipulation and Partial Settlement Agreement Regarding Incorporating TCJA Impacts Into Atmos Energy Rates (TCJA Settlement) filed by Atmos Energy Corporation (Atmos or Company) on February 26, 2018.  Consistent with the terms of the TCJA Settlement, Atmos is authorized to put in place base rates at the same levels currently in effect, subject to refund, effective April 1, 2018.

B. Discussion

1. Procedural Background

2. On June 26, 2017, Atmos filed Advice Letter No. 530 with supporting testimony and exhibits.  The proposed effective date of the tariffs filed with Advice Letter No. 530 is July 27, 2017.  The Company stated the intent of this filing is to increase the Company’s annual revenues by approximately $2.9 million and to extend the Company’s existing System Safety and Integrity Rider (SSIR) an additional five years to recover additional costs associated with various pipeline safety and integrity projects.  Atmos also proposed to consolidate its four Gas Cost Adjustment (GCA) divisions into two GCA divisions. 

3. On July 12, 2017, the Commission set the matter for hearing and suspended the proposed effective date of the tariff pages filed with Advice Letter No. 530 for 120 days, or until November 24, 2017, pursuant to § 40-6-111(1), C.R.S.  The matter was also referred to an Administrative Law Judge (ALJ) for a recommended decision.

4. By Decision No. R17-0597-I, issued July 21 2017, the effective date of the tariff pages filed with Advice Letter No. 530 were suspended for an additional 90 days, or until February 22, 2018, pursuant to § 40-6-111(1), C.R.S.
On December 22, 2017, President Trump signed the Tax Cut and Jobs Act of 2017 (TCJA), which enacts a material reduction in the U.S. federal corporate income tax rate from 

5. 35 percent to 21 percent. For regulated electric utilities such as Atmos, the TCJA may also require the reevaluation of federal deferred tax assets and liabilities due to the lower tax rate and due to other provisions of the modified Internal Revenue Code.

6. On January 8, 2018, ALJ Steven H. Denman issued Decision No. R18-0014 (Recommended Decision) establishing new base rates for Atmos without regard to the impacts of the TCJA.

7. On January 26, 2018, by Decision No. C18-0069-I, we stayed the Recommended Decision, stating that we were not inclined to establish new base rates for Atmos in this proceeding based on federal tax provisions that are no longer in effect before we understand:  
(1) how Atmos will return to customers the savings from the materially lower corporate tax rates that are accruing relative to the tax-related expenses in current rates and any new rates based on the evidentiary record in this rate Proceeding; and (2) how Atmos will put into place rates that are further adjusted to account fully for the various changes in tax law in the TCJA.  We modified the deadline for the filing of exceptions to the Recommended Decision to March 7, 2018 pursuant to § 40-6-109(2), C.R.S., and we notified Atmos that a final Commission decision in this matter will not issue prior to the February 22, 2018 expiration of the current suspension period of the proposed effective date of tariff sheets filed with Advice Letter No. 530. 
8. On January 29, 2018, Atmos filed a Motion to Establish Deferred Accounting to Account for the Impact of the Tax Cuts and Jobs Act, Place Interim or Provisional Rates into Effect on March 1, 2018, and Refer this Proceeding Back to the Administrative Law Judge (TCJA Motion).  Atmos states in the motion that it has no desire “to put rates into effect that do not reflect the impacts of the TCJA” or “to place rates into effect based on the original advice letter and then change those rates again a short time later.”

9. On February 1, 2018, by Decision No. C18-0075, the Commission opened a statewide proceeding (Proceeding No. 18M-0074EG) for 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 including Atmos. The Commission directed Atmos and the other Colorado 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. The Commission further ordered Atmos and the other Colorado utilities to submit a filing, no later than February 21, 2018, 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 Commission explained that this statewide 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.  The Commission recognized, however, that the specific circumstances of each utility also must be taken into account. Specifically, the Commission acknowledged that Atmos and certain other utilities have ongoing rate proceedings before the Commission at this time and clarified that the filing requirements were not intended to preclude the implementation of potential refunds or the establishment of new rates in those other ongoing proceedings.

10. By Decision No.C18-0142-I, the Commission denied the Atmos TCJA Motion.

11. Atmos filed the TCJA Settlement on February 26, 2018.  The agreement is joined by all parties in this Proceeding, including Atmos, Staff of the Colorado Public Utilities Commission, the Office of Consumer Counsel, and Energy Outreach Colorado (collectively, the Settling Parties).
2. TCJA Settlement
12. The TCJA Settlement contains provisions that address:  (1) the TCJA-related regulatory liability established in the statewide TCJA proceeding; (2) the accumulated deferred income tax (ADIT) impacts associated with the TCJA; (3) TCJA-impacts on base rates going forward; (4) provisional rates for effect April 1, 2018; (5) the exceptions process for the Recommended Decision; and (6) the establishment of final rates to conclude this Phase I rate case.
13. The Settling Parties propose for Atmos to use deferred accounting to track in a regulatory liability the impact on base revenue requirements associated with the change in the federal corporate income tax rate from 35 percent to 21 percent from January 1, 2018 through March 31, 2018.  The Settling Parties suggest that the manner by which this regulatory liability will be extinguished through a refund to customers be determined in the statewide TCJA proceeding.  For the SSIR, the Settling Parties propose that Atmos also use deferred accounting to track in a regulatory liability the impact on the SSIR revenue requirement from January 1, 2018 until new SSIR rates are put into effect.  However, the Settling Parties agree that the amount of the regulatory liability tracked for the SSIR will be determined in the course of the statewide TCJA proceeding and returned to customers consistent with directives or guidance that are provided by the Commission in that proceeding.
14. Likewise, the Settling Parties propose that the amount of excess ADIT due to the TCJA will be fully investigated and determined in the statewide TCJA proceeding and returned to customers with directives or guidance provided there.
15. The Settling Parties stipulate that the annual base rate revenue decrease associated with the TCJA is $2,102,138.  The Settling Parties further agree that the evidentiary record in 
this proceeding need not be reopened to address issues associated with the impacts of the TCJA.  In order to incorporate the stipulated amount of TCJA impacts within the base rates established in this rate case, Atmos agrees to file an amended advice letter with an effective date of November 3, 2017 such that the 210-day suspension period for the tariffs filed under Advice Letter No. 530 will extend through June 1, 2018.  
16. The Settling Parties propose that the Commission establish provisional rates at the rates currently in effect (i.e., with no net rate increase), subject to true-up, effective April 1, 2018.  The Settling Parties state that setting provisional rates at the level of the current rates is reasonable and will ensure that: (1) customers receive relief as soon as practical; (2) ratepayers ultimately receive the full value of the TCJA in lower rates and, ultimately, will not pay any more in rates than is approved by the Commission; and (3) Atmos is not financially harmed by the delay in the determination of the final rates in this proceeding.  
17. The Settling Parties proposes that, within 60 days of the date the approved rates are put into effect, Atmos will make a further compliance filing that calculates the difference between the revenues collected from customers under the provisional rates and the revenues that would have been collected based on the approved rates and, if required, implement a negative rate rider to return any over-collection to customers over a time period equal to the length of time the provisional rates were in effect (rounded to the nearest whole month) with interest calculated at the average bank loan prime rate report by the Federal Reserve.
18. The Settling Parties state that they do not necessarily agree with the Recommended Decision, in whole or in part, and reserve their rights to file exceptions and responses to exceptions pursuant to the deadlines established in Decision No. C18-0069-I.
19. Finally, following the issuance of the Commission’s decision on exceptions, the Settling Parties propose that Atmos will make a compliance tariff filing such that the revenue requirements and associated rates reflect the Commission’s final order including the stipulated level of annual TCJA base rate impacts (i.e, the $2.1 million reduction).
C. Findings and Conclusions

20. We approve the TCJA Settlement.  The procedures proposed by the Settling Parties will spare Atmos’ customers from paying higher base rates for any period of time prior to the Commission’s final decision in this matter.  The Settling Parties’ ability to reach agreement on a stipulated impact of the TCJA on base rate revenue requirements further provides relief to ratepayers as soon as practical.  The stipulated impact of the TCJA on base rates of $2.1 million is reasonable and offers an efficient means to bring this case to conclusion without additional hearings.

21. We also agree with the Settling Parties that it is reasonable to address the regulatory liability and excess ADIT issues separately from this proceeding, consistent with future decisions rendered with respect to Atmos in Proceeding No. 18M-0074EG, the statewide TCJA proceeding.

22. We approve the substantive terms of the TCJA Settlement without modification.  However, we disagree with the description of Decision No. R17-0597-I in ¶ 3 of the TCJA Settlement.  That decision did not approve the rates and tariffs filed with Advice Letter No. 530 as described in the TCJA Settlement but simply acknowledged that if the Commission does not establish new rates by February 22, 2018, the tariff sheets that accompanied Advice Letter No. 530 may become effective prospectively.

II. ORDER

A. It Is Ordered That:

1. The Motion to Approve Settlement contained in the Stipulation and Partial Settlement Agreement Regarding Incorporating TCJA Impacts into Atmos Energy Rates (TCJA Settlement) filed by Atmos Energy Corporation (Atmos) on February 26, 2018 is granted.  

2. The TCJA Settlement is approved.

3. Atmos is authorized to file in a separate advice letter proceeding base rates set at current levels for effect on April 1, 2018.  Such rates shall be subject to refund, consistent with the terms of the TCJA Settlement, as discussed above. The advice letter shall be filed on not less than two business days’ notice.
4. This Decision is effective upon its Mailed Date.
B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
March 7, 2018.
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� Decision No. C17-0564, issued July 12, 2017, Proceeding No. 17AL-0429G.


� TCJA Motion, p. 6.
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� Decision No. R17-0597-I, issued July 21, 2017, Proceeding No. 17AL-0429G, ¶ 11 and Ordering ¶ 1.
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