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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. This Decision sets for hearing the tariffs filed by Colorado Natural Gas, Inc. (CNG or Company) under Advice Letter No. 89-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 May 15, 2018, CNG filed Advice Letter No. 89-Gas with supporting testimony and exhibits.  The proposed effective date of the tariffs filed with Advice Letter No. 89-Gas (Attachment A to this Decision) is June 15, 2018.  CNG seeks to increase residential and commercial natural gas rates for CNG’s Mountain Division and Eastern Colorado Division through the establishment of a new revenue requirement.  The Company proposes to modify its rate design by increasing service and facility charges for all rate classes, as well as distribution charges.   In addition, CNG seeks to introduce a weather normalization adjustment, and make a change to its service territory description.  CNG’s filing of Advice Letter No. 89-Gas initiates this Phase I and Phase II rate case proceeding

4. CNG states that its Mountain Division requires an increase to annual gas utility base rate revenues of $3.3 million. This represents an 18.80 percent increase over current base rate revenues and a 13.63 percent increase over jurisdictional revenues, which includes gas costs of $6.7 million. CNG’s total revenue requirement is $21.0 million for the Mountain Division.  If approved, a typical residential customer in the Mountain Division, using an average amount of therms of natural gas per month, would experience an increase of approximately $16.79 per month in the Bailey service area; $14.79 per month in the Pueblo West service area; and $15.49 per month in the Cripple Creek service area.  Commercial customers would experience increases of approximately $51.83 in the Baily service area; $47.49 per month in the Pueblo West service area; and $56.78 per month in the Cripple Creek service area.
5. CNG States that its Eastern Colorado Division requires an increase to annual gas utility base rate revenues of $0.5 million. This represents a 29.11 percent increase over current base rate revenues and a 16.45 percent increase over jurisdictional revenues, which includes gas costs of $1.4 million.  CNG’s total revenue requirement is $2.3 million for the Eastern Colorado Division.  If approved, a typical residential customer in the Eastern Colorado Division, using an average amount of therms of natural gas per month, would experience an increase of approximately $10.81 per month.  Commercial customers would experience an increase of $9.66 per month.
6. If approved as filed with Advice Letter No. 89-Gas, the service and facility charge for the Mountain Division will increase to $25.00 for residential customers and $61.98 for commercial customers. The service and facility charge for the Eastern Colorado Division will increase to $15.00 for residential customers, but decrease to $24.72 for commercial customers, and $32.02 for large commercial customers.

7. CNG calculates its proposed rates using a test year ending December 31, 2017 with adjustments.  In determining its revenue requirement, the Company employs a cost of capital using a return on equity (ROE) range of 11.75 percent to 11.90 percent, a ratio of common equity to debt of 44.22 percent and 55.78 percent, and a cost of long-term debt of 5.52 percent, resulting in an overall rate of return in a range of 8.28 percent to 8.34 percent. 

8. CNG asserts that in 2016, the Company earned substantially less than its cost of providing service, and this gap increased in 2017.  The Company argues that its revenues are weighted highly to those earned from volumetric charges, as opposed to fixed charges, and this leaves it vulnerable to revenue shortfalls due to factors beyond its control such as weather volatility.  CNG states that its proposed rate design adjustments to the service and facility charges will better align the recovery of the costs of the gas delivery system with the incurrence of those costs.  Further, CNG contends that its proposed weather normalization adjustment will stabilize customer bills and revenues without the disruption that may be caused by aligning fixed charges more closely with fixed costs.  Finally, CNG argues that the proposed increase will allow the Company to better attract capital on terms commensurate with its competitive risk.
9.  On May 22, 2018, the Colorado Office of Consumer Counsel (OCC) filed an Amended Protest, Notice of Intervention as a Matter of Right, and Request for Hearing.
  The OCC raises concerns with, among other things: the magnitude of the rate increases and the potential for rate shock; the substantial increase to the ROE; the overall financing structure and capitalization of the company; the proposed increase to the service and facilities charge; the proposed weather normalization adjustment; the remedy with respect to the Tax Cut and Jobs Act; and the proposal to increase the amount of operation and maintenance expenses, and lack of support thereof.
10.  On June 4, 2018, the Staff of the Commission (Staff) filed a protest letter requesting that the Commission suspend the Advice Letter and set the matter for hearing.  Staff raises concerns with regard to the appropriateness of the increase to the service and facilities charge; 
the reasonableness of the ROE of 11.9 percent; the reasonableness of the proposed 
weather normalization adjustment; the reasonableness of the proposed capital structure; and the appropriateness of increasing base rate revenue by $3.8 million.  Staff also noted that several of CNG’s customers have filed comments in opposition to the proposed rate increases.
11. 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 13, 2018, the tariff pages filed by CNG may become effective.

12. 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 11, 2019. 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 11, 2019, the tariff pages filed by CNG may become effective.

C. Conclusions and Findings

13. The Commission finds good cause to suspend the effective date of the tariff pages submitted with Advice Letter No. 89-Gas and set this matter for hearing. 

14. This matter is referred to an Administrative Law Judge. 
15. For procedural efficiency, we direct CNG to provide the following exhibits in executable electronic format (e.g., executable MS Excel worksheets): Direct Testimony of Tyson D. Porter, Exhibits TDP-1 through TDP-4; Direct Testimony of Dylan W. D’Ascendis, Exhibit DWD-7; and Direct Testimony of Kent D. Taylor, Exhibit KDT-1.  CNG may submit the files either by uploading them directly into the Commission’s E-Filings System in their underlying executable electronic format instead of PDF format (which versions will only be available through the E-Filings System to the Commission and Commission Staff) or by serving them on Advisory Staff member Harry Di Domenico via e-mail (harry.didomenico@state.co.us) or hand delivery. 

16. 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, June 15, 2018, of the tariff pages filed by Colorado Natural Gas, Inc. (CNG) with Advice Letter No. 89-Gas is suspended for 120 days until October 13, 2018, 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. CNG shall provide certain exhibits in executable electronic format in accordance with the discussion above.
4. 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 Company of Colorado’s attorney of record. 
5. This Decision is effective upon its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
June 7, 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




� The current service and facility charges for the Mountain Division are: $14 for residential customers, and $40 for Commercial customers.  The current service and facility charges for the Eastern Colorado Division are $10 for residential customers, $27 for commercial customers, and $40 for large commercial customers (Colorado Natural Gas Tariff, Colorado PUC No. 2, Second Revised Sheet No. 8 and Sheet No. 9).


� The amendment to the Advice Letter corrects the Advice Letter number in the originally filed document.
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