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TO THE PARTIES IN THIS MATTER AND ALL INTERESTED PERSONS, FIRMS, OR

CORPORATIONS:
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. On February 1, 2018, by Decision No. C18-0075, the Commission opened Proceeding No. 18M-0074EG (Statewide TCJA 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.  The Commission directed 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. The Commission also ordered 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. 
3. On April 27, 2018, Public Service Company of Colorado (Public Service) filed a Revised Stipulation and Settlement Agreement Regarding Incorporating TCJA Impacts into Public Service’s Rates (TCJA Settlement) in the Statewide TCJA Proceeding.  Staff of the Colorado Public Utilities Commission (Staff) and the Colorado Office of Consumer Counsel (OCC) joined in the TCA Settlement.
4. By Decision No. C18-0493-I, issued June 22, 2018, the Commission bifurcated the Statewide TCJA Proceeding for the purpose of further consideration of the TCJA Settlement.
 The Commission stated that it will assign the bifurcated proceedings to an Administrative Law Judge (ALJ) for the issuance of a recommended decision.  The ALJ shall address whether approval of the TCJA Settlement is in the public interest.

5. This Decision opens the bifurcated proceeding for consideration of the TCJA Settlement in accordance with Decision No. C18-0493-I and refers the matter to an ALJ.  

6. The Commission also establishes a notice and intervention period for this bifurcated proceeding.  Requests for intervention shall be filed no later than 14 days from the Mailed Date of this Decision. 

B. Discussion

7. The TCJA Settlement includes the following terms:

· A base rate revenue reduction of $42 million achieved with a negative GRSA of 4.19% from June 1, 2018 to December 31, 2018.
· An extension of the negative 4.19% GRSA from January 1, 2019, or an annual $67.5 million rate reduction, until new rates take effect from the Company’s next filed rate case.

· Approximately $59.2 million of TCJA benefits used for the recovery of the Legacy Pre-Paid Pension Asset during 2018.
· Approximately $33.7 million of TCJA benefits (annually) used for the recovery of the Legacy Pre-Paid Pension Asset until new rates take effect from the Company’s next filed rate case.
8. The TCJA Settlement states that, for purposes of settlement, Public Service, Staff, and the OCC agree that Public Service’s electric department’s deferred regulatory liability associated with the TCJA is $101.2 million for each calendar year 2018 and 2019.  The agreement explains that in the determination of the $101.2 million, the Company calculated the flow back of the excess Accumulated Deferred Income Tax (ADIT) for plant accounts using the average remaining life method, the flow back of excess ADIT for non-plant pension and benefit accounts over ten years, and the flow back of excess ADIT for all other non-plant accounts over five years.
  
9. The TCJA Settlement states that the annual amount attributable to the change of the federal income tax rate from 35 percent to 21 percent is approximately $42 million on a revenue requirements basis.
  In order for the full $42 million to be returned to customers during the seven-month period June 1, 2018 through December 31, 2018, the proposed GRSA is calculated to be the negative 4.19 percent.    Accordingly, the agreement states that Public Service will contemporaneously file an advice letter and GRSA tariff in a separate proceeding to allow the proposed negative GRSA to be noticed and go into effect after 30 days, on June 1, 2018.
  
Under the terms of the agreement, Public Service would make a compliance filing within 60 to 90 days after the end of 2018 to true up the $42 million, based only on variances in 

10. estimated revenues, and any over- or under-recovery amount would be returned or charged to customers either through a GRSA or a credit through an existing cost recovery mechanism.
11. The TCJA Settlement further states that Public Service, Staff, and the OCC agree that the negative 4.19 percent GRSA would continue into 2019 until new rates take effect from the next rate case filing.   On an annual basis, the negative 4.19 percent GRSA would return to ratepayers approximately $67.5 million.
  Under the terms of the agreement, within 60 to 90 days after new base rates take effect or at the end of 2019, whichever is later, Public Service will make a compliance filing to true up this amount, based only on variances in estimated revenues, and any over- or under-recovery amount will be returned or charged to customers either through a GRSA or a credit through an existing cost recovery mechanism. 
12. With respect to the Legacy Pre-Paid Pension Asset, the TCJA Settlement proposes that the remaining deferred regulatory liability amount for 2018 of $59.2 million
 would be applied to the Legacy Pre-Paid Pension Asset.  The agreement explains that at its current balance and amortization rate, the Legacy Pre-Paid Pension Asset will not be fully amortized until early 2030. The agreement states that the application of $59.2 million will reduce the required amortization period.  The TCJA Settlement argues that this use of the TCJA deferred regulatory liability for 2018 “benefits customers as the reduction will lower the Company’s requested rate increase in the next rate case, promoting rate stability, and reducing overall customer payments on the Legacy Pre-Paid Pension Asset balance.”
  
13. Finally, the TCJA Settlement proposes that approximately $33.7 million of TCJA benefits
 would be used for the recovery of the Legacy Pre-Paid Pension Asset in 2019 and thereafter until new rates take effect from the Company’s next filed rate case. 
14. To provide context for the Legacy Pre-Paid Pension Asset, the TCJA Settlement references Public Service’s 2014 general rate case, Proceeding No. 14AL-0660E, and the settlement reached in that proceeding.
  The Legacy Pre-Paid Pension Asset is described simply as Public Service’s contributions to its pension plans recorded as a regulatory asset through December 31, 2014.

C. Findings and Conclusions
15. By Decision No. C18-0493-I, issued in the Statewide TCJA Proceeding, the Commission concluded that further review and consideration of the proposed terms of the TCJA Settlement is necessary.  The Commission specifically noted that the proposals to use $59.2 million of 2018 TCJA benefits and $33.7 million of 2019 TCJA benefits to reduce the Company’s Legacy Pre-Paid Pension Asset require more examination.  The Commission stated that the derivation of the regulatory liability associated with excess ADIT is a complex calculation, and the proposals to apply excess ADIT against the Legacy Pre-Paid Pension Asset, the value of which also is the result of complex calculations, require further justification.  The Commission stated that common treatment for excess ADIT in utility ratemaking suggests that lower rates in the near term may be forsaken if the regulatory liability instead is used to offset a regulatory or other asset.  

16. The Commission determined that it also required more explanation of the proposal for ratepayers to be required potentially to return funds to Public Service as a result of the revenue-based true up filings associated with the negative 4.19 percent GRSA.

17. For procedural efficiency, the Commission bifurcated the Statewide TCJA Proceeding for the purpose of referring the TCJA Settlement to an Administrative Law Judge (ALJ) for hearing.  

18. By this Decision, the Commission commences the bifurcated proceeding and refers the matter to an ALJ.  The ALJ is directed to determine, through the issuance of a recommended decision, whether approval of the terms of the TCJA Settlement is in the public interest.  The ALJ shall only address the merits of the TCJA Settlement, as this proceeding shall not be a venue for the presentation of alternatives for implementing refunds due to customers associated with the TCJA.  The Commission instructs the ALJ to conduct the hearing expeditiously given the narrow scope of this charge.
19. In accordance with Decision No. C18-0493-I, Public Service, Staff, and the OCC, the settling parties, are parties in this proceeding.  
20. The TCJA Settlement is available for public inspection at the Commission office located at 1560 Broadway, Suite 250, Denver, Colorado 80202, between 8:00 a.m. and 5:00 p.m., excluding weekends and state holidays. This Decision is the notice that the TCJA Settlement was filed by Public Service seeking approval to address its electric department’s deferred regulatory liability associated with the TCJA of $101.2 million for each calendar year 2018 and 2019 through a combination of a base rate revenue reduction and the recovery of the Legacy Pre-Paid Pension Asset.
21. The Commission notice period for the TCJA Settlement shall extend for 14 days from the Mailed Date of this Decision. The intervention period will run concurrent with the notice period. Interventions are due 14 days from the Mailed Date of this Decision.

22. The ALJ assigned to this proceeding shall address any additional procedural or filing requirements, as needed, by separate decision.

II. ORDER

A. The Commission Orders That:

1. A proceeding is opened to commence the Commission’s consideration of the Revised Stipulation and Settlement Agreement Regarding Incorporating TCJA Impacts Into Public Service’s Rates (TCJA Settlement) filed by Public Service Company of Colorado (Public Service) on April 27, 2018 in Proceeding No. 18M-0074EG.  This Proceeding is opened pursuant to Decision No. No. C18-0493-I, issued June 22, 2018, in Proceeding No. 18M-0074EG.  
2. This proceeding is referred to an Administrative Law Judge (ALJ) for the issuance of a recommended decision in accordance with § 40-6-109, C.R.S.  The ALJ shall address whether approval of the TCJA Settlement is in the public interest in accordance with Decision No. C18-0493-I.  
3. Public Service, Staff of the Colorado Public Utilities Commission, and the Colorado Office of Consumer Counsel are parties to this Proceeding pursuant to Decision No. C18-0493-I.  

4. This Decision serves as notice of the TCJA Settlement filed on April 27, 2017 by Public Service, which notice period shall extend for 14 days from the Mailed Date of this Decision.

5. Any person desiring to intervene or participate as a party in this proceeding shall file a petition for leave to intervene, or under the Commission’s Rules of Practice and Procedure, file other appropriate pleadings to become a party no later than 14 days from the Mailed Date of this Decision.
6. Alternatively, persons who do not wish to intervene or become a party, but desire to file comments, may send written comments addressed to the Public Utilities Commission, 1560 Broadway, Suite 250, Denver, Colorado 80202.  All persons who file an objection, notice of intervention as of right, motion to permissively intervene, or any other appropriate pleading shall do so in accordance with the instructions set forth in the Commission’s Rules of Practice and Procedure and this Decision.

7. The ALJ shall establish procedures for the bifurcated proceedings by separate decision.

8. This Decision is effective upon its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
May 30, 2018.
	(S E A L)
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Doug Dean, 
Director
	THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO


JEFFREY P. ACKERMANN
________________________________
                                          Commissioner
COMMISSIONER FRANCES A. KONCILJA SPECIALLY CONCURRING

COMMISSIONER WENDY M. MOSER DISSENTING.




III. COMMISSIONER FRANCES A. KONCILJA SPECIALLY CONCURRING
1. As set forth in the response in Decision No. C18-0493-I in proceeding, 
18M-0074EG, the dissent is incorrect.  This opening of this proceeding is in the public interest and a far better way to resolve the issues than to have this Commission summarily reject a settlement with no evidence and no hearing.

THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO


FRANCES A. KONCILJA
________________________________
                                         Commissioner

IV. COMMISSIONER WENDY M. MOSER DISSENTING


1.
As I stated in my dissent in Proceeding No. 18M-0074EG, this case would not have been necessary had the Commission made the decision to flow the 2018 and 2019 benefits of the “Federal Tax Cuts and Jobs Act of 2017” on to customers in 2018 and 2019, respectively, rather than indulge in redirection of those tax benefits towards other payments. Instead of Colorado customers enjoying the benefits of the Tax Cut and Jobs Act in a timely manner, they will not only see a delayed benefit, but they will also be paying for Public Service Company of Colorado’s additional costs incurred by having to proceed to a regulatory hearing.  Such a process is not in the public interest and should not have been invoked.  

THE PUBLIC UTILITIES COMMISSION
        OF THE STATE OF COLORADO


                  WENDY M. MOSER
________________________________
                                         Commissioner
� Commissioner Wendy M. Moser dissented from Decision No. C18-0493-I and therefore dissents from this Decision.


� The calculations are shown in Attachment A to the TCJA Settlement.


� The calculations are shown in Attachment B to the TCJA Settlement.


� On May 1, 2018, Public Service filed Advice Letter No. 1768 in Proceeding No. 18AL-0264E.  Public Service filed an amended advice letter on May 3, 2018.  The Commission addressed the tariff filings at its May 30, 2018 weekly meeting and determined to allow the negative 4.19 percent GRSA to go into effect by operation of law on June 1, 2018.


� The calculations are shown in Attachment B to the TCJA Settlement.


�  $101.2 million - $42 million = $59.2 million.


�  TCJA Settlement, ¶ 6, p. 8.


�  $101.2 million - $67.5 million = $33.7 million.


� Decision No. C15-0292E, issued March 31, 2015, Proceeding Nos. 14AL-0660E and 14A-0680E, Exhibit A.


� TCJA Settlement, p. 2, footnote 3.
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