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I. BY THE COMMISSION

A. Statement

1. On June 27, 2018, Public Service Company of Colorado (Public Service or Company) filed an Application to Extend its Pipeline System Integrity Adjustment (PSIA) through 2020, and to terminate it no later than 2024 (Application).
2. On October 1, 2018, Public Service filed a Settlement Agreement (Settlement) on the Extension of the Pipeline System Integrity Adjustment it has reached with Commission Staff (Staff) and the Office of Consumer Counsel (OCC).  The Company also filed an Unopposed Motion for Approval of Settlement Agreement without Modification and to Suspend Procedural Schedule.  

3. This Decision grants the Motion for Approval of Settlement Agreement, and approves the proposed Settlement without modification.
B. Background and Procedural History

4. The Company first requested approval of the PSIA rider to recover integrity program capital and Operation and Maintenance (O&M) costs in its 2010 Phase I gas rate case, Proceeding No. 10AL-963G. The Commission approved the PSIA program through December 31, 2014 as a temporary measure to address the new pipeline safety measures by adopting the parties' Settlement with modifications.  The Commission extended the PSIA term for one year, through December 31, 2015, in the Company's 2012 Phase I rate case, Proceeding No. 12AL-1268G.  The Commission granted a second PSIA extension for an additional three years, through December 31, 2018, in the Company's 2015 Phase I gas rate case, Proceeding No. 15AL-0135G.  

5. Decision No. R15-1204 issued November 16, 2015 in the 2015 gas rate case explicitly required that any plan for additional PSIA extensions would need to include a plan for how the PSIA will be terminated in the future, including: 1) A thorough analysis of all projects to be included in an ongoing PSIA; 2) The criteria used to determine whether future projects qualify for PSIA treatment; 3) A timeline for all PSIA projects to be completed, including a quantitative risk assessment system; and 4) A plan stating how remaining projects in the PSIA and other future pipeline replacements or significant safety expenditures will be addressed through the ordinary course of business when the PSIA is terminated.

6. Public Service filed a previous application on April 20, 2018 to extend the PSIA.  However, on June 5, 2018 in Decision No. C18-0407 in Proceeding No. 18A-0247G, 
the Commission determined that the application did not meet the requirements of Decision 
No. R15-1204 and dismissed the application without prejudice.

7. On June 27, 2018, Public Service filed the instant Application with testimony, initiating this proceeding. By Decision No. C18-0631-I on August 2, 2018, we deemed the Application complete and set the Application for hearing before the Commission en banc.  Staff and the OCC are parties in this Proceeding.  
8. By Decision No. C18-0688-I issued August 16, 2018, we established a procedural schedule with filing deadlines and set an evidentiary hearing scheduled to be held on October 29, 2018.  We set October 3, 2018 as the deadline for the filing of Answer Testimony; October 17, 2018 as the deadline for the filing of Rebuttal Testimony and Cross-Answer Testimony; October 23, 2018 as the deadline for the filing of any prehearing motions or settlement agreements; October 25, 2018 as the deadline for the filing of a matrix of witness appearances and cross-examination times; and November 8, 2018 as the deadline for the filing of final statements of position.

9. On October 1, 2018, Public Service filed the proposed Settlement and Unopposed Motion for Approval of Settlement Agreement without Modification and to Suspend Procedural Schedule, prior to the due date for Answer Testimony and hearings.  By Decision 
Nos. C18-0919-I issued October 19, 2018 and C18-0886-I issued October 3, 2018, the Commission granted the Unopposed Motion to Suspend Procedural Schedule and vacated the remainder of the procedural schedule.

C. Application

10. In the Application, Public Service proposes to extend the PSIA rider, for a fourth time, for two years from the current sunset date of December 31, 2018 through December 31, 2020.  The Company proposes to terminate the PSIA no later than December 31, 2024, when capital investments for pipeline integrity improvements are anticipated to fall to a level where they no longer require a special recovery mechanism such as the PSIA.  In addition, the Company proposes that the extended rider contain only the capital costs for existing PSIA Programs and Projects, excluding the potential capital effects of the upcoming federal Pipeline and Hazardous Materials Safety Administration (PHMSA) Transmission Rule. The PSIA will be limited to existing Programs and Projects, and will also exclude all O&M costs.  At the time of the filing of the Application, the Company requested a Commission ruling no later than November 15, 2018.

11. The Application seeks to extend the PSIA to recover capital costs for the 11 specifically-identified projects that fall under two of the original PSIA initiatives: Distribution Integrity Management Program (DIMP) and Transmission Integrity Management Program (TIMP).  The projects proposed under DIMP include AMRP Programmatic Risk-based Pipe Replacement Program, Distribution Valve Replacements, Bridge Crossings/Exposed Pipes Shorted Casings, and Above Ground Facility Protection.  The projects proposed under TIMP include Shorted Casings, Above Ground Facility Protection, First Time In-Line Inspection Assessments, Maximum Allowable Operating Pressure Validation, and Automatic Shut-off Valves/Remotely Controlled Valves.  The proposed PSIA extension does not include O&M costs, consistent with determinations in the Company’s recent rate cases.
12. Public Service asserts in the Application and supporting testimony that the Company has addressed the Commission requirements for any future application to extend the PSIA established primarily in Decision No. R15-1204 from the 2015 Phase I gas rate case and Decision No. C18-0407 regarding the previous PSIA application filed earlier this year.

D. Settlement

13. On October 1, 2018, Public Service filed a proposed comprehensive Settlement that it claims addresses all issues in the proceeding, and is signed by all parties in the case (Public Service, Staff, and OCC).  The Settlement (Appendix A) and Attachment A to the Settlement (Appendix B) are attached to this Decision. The Settlement generally adopts Public Service’s proposal in its application, except for some earlier project termination dates, a 
three-year initial extension, and other terms and conditions.

14. Under the terms of proposed terms of the Settlement, the PSIA would be extended for three years through December 31, 2021, with an option for Public Service to file a request for Commission approval of a second, up to three-year extension to December 31, 2024.  The Settlement specifies the existing projects for which the Company may include the revenue requirements from capital costs in the PSIA, along with detailed criteria for future work to qualify for PSIA recovery and ongoing quantitative risk ranking for certain subprojects that fall under each project.

15. The Settlement provides a schedule for winding down new additions to the PSIA for certain of the previously-identified projects during the period 2018 through 2021 and identifies continuing and enhanced annual reporting requirements associated with the three-year extension.  The Settlement further provides for documentation of service improvements through an updated and improved quality of service plan and provisions to ensure a true-up of PSIA costs and associated revenue requirements for the last years of the PSIA that will be revenue neutral to the Company, whether the PSIA is ultimately extended either through December 31, 2021 or through December 31, 2024.

16. The Settling Parties agree that the Settlement is in the public interest because it provides a reasonable extension of the PSIA to support the continuation of important pipeline work in the interest of public safety, an established wind down of new PSIA cost recovery for certain Projects within the PSIA, and ongoing and regular reporting and evaluation of the Company’s investments in these safety initiatives.  The Settling Parties also agree that continuing investments in pipeline safety, particularly as encouraged by federal PHMSA regulations, are in the public interest in order to promote a safer, more reliable natural gas pipeline system. 
E. Discussion, Findings, and Conclusions

17. We find that the Settlement (as well as Public Service’s Application) adequately addresses the Commission’s PSIA extension requirements established in Recommended Decision No. R15-1204 from the 2015 Phase I gas rate case, and in Decision No. C18-0407, which provided additional clarification on these requirements.  The Application and Settlement specifically address each issue. For example, the projects to be included in an ongoing PSIA, along with criteria for project inclusion are thoroughly addressed.  A plan for terminating the PSIA with project timelines and ultimate termination dates is presented.  And, the Settlement provides details of how remaining projects in the PSIA and other future pipeline replacements or significant safety expenditures will be addressed through the ordinary course of business when the PSIA is terminated.

18. Specifically, Attachment A to the Settlement provides the timeline for completion of all of the individual projects, demonstrating that the PSIA can be terminated by 2024.  

19. We find that the settling parties provided adequate information to thoroughly explain and justify the three-year extension of the PSIA, and we find that the Settlement terms and conditions are reasonable.

20. Therefore, we grant the Unopposed Motion for Approval of Settlement Agreement, and approve the proposed Settlement without modification.

II. ORDER
A. The Commission Orders That:
1. The Unopposed Motion for Approval of Settlement Agreement without Modification, filed on October 1, 2018 by Public Service Company of Colorado (Public Service), is granted, consistent with the above discussion.

2. The proposed Settlement Agreement filed on October 1, 2018 by Public Service is approved, consistent with the above discussion.

3. The 20-day period provided for in § 40-6-114, C.R.S., within which to file applications for rehearing, reargument, or reconsideration begins on the first day following the effective date of this Decision.

4. This Decision is effective on its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING 
October 31, 2018.
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