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I. BY THE COMMISSION
A. Statement

1. This Decision permanently suspends the effective date of the tariff sheets for rates filed by Public Service Company of Colorado (Public Service or Company) under Advice Letter No. 912-Gas on June 2, 2017. We establish the new rates that Public Service shall implement for effect on January 1, 2019, in accordance with Decision No. R18-0318-I (Interim Decision), issued on May 11, 2018; Decision No. C18-0736-I (Decision Modifying Interim Decision), issued on August 29, 2018; and the findings and directives in this Decision concerning the impacts of the Tax Cuts and Jobs Act (TCJA).

2. We authorize Public Service to increase its base rate revenues through the implementation of a General Rate Schedule Adjustment (GRSA) of 24.19 percent. 

B. Discussion

3. On June 2, 2017, Public Service filed Advice Letter No. 912-Gas. Public Service seeks to increase its gas revenues through a combination of proposed increases in base rates through a Multi-Year Plan (MYP) covering the years 2018 through 2020. The MYP proposes three step increases in the GRSA in 2018, 2019, and 2020, and a roll-in of $93.9 million in Pipeline System Integrity Adjustment (PSIA) costs in 2019. The revenue requirements each year of the MYP are based on cost of service studies using Future Test Years. The proposed increases in base rates would allow Public Service to recover approximately $232.9 million over the 
three-year MYP. 

4. By Decision No. C17-0507, issued June 21, 2017, the Commission set the matter for hearing before an Administrative Law Judge (ALJ) and, pursuant to § 40-6-111(1)(b), C.R.S., suspended the effective date of the tariffs filed under Advice Letter No. 912-Gas for 120 days, or until October 31, 2017.

5. By Decision No. R17-0723-I, issued September 1, 2017, the ALJ adopted a procedural schedule with evidentiary hearings set for December 11 through 15, and December 18 and 19, 2017. The ALJ allowed Public Service to institute provisional rates, effective January 1, 2018, equal to the full amount of the rates sought in the first year of the MYP. The interim rates were proposed by the parties in exchange for Public Service amending Advice Letter 
No. 912-Gas to extend the statutory suspension period of the tariff pages to accommodate the December 2017 hearing dates.
6. On September 15, 2017, Public Service filed an Amended Advice Letter 
No. 912-Gas and amended tariff sheets with an effective date of October 27, 2017 (Amended Advice Letter). This filing extended to February 24, 2018, the 120-day statutory suspension period for the tariffs.
7. A hearing was held regarding the Phase I rate case issues on December 11 through 15, and 18, 2017.  At the end of the hearing, the ALJ closed the evidentiary record.
8. On December 22, 2017, President Trump signed into law the TCJA. Among other things, the TCJA reduced the federal corporate tax rate from 35 percent to 21 percent, effective January 1, 2018.

9. On December 27, 2017, Public Service filed Advice Letter No. 921-Gas in Proceeding No. 17AL-0874G to implement provisional rates on January 1, 2018, pursuant to Decision No. R17-0723-I.
10. On February 1, 2018, by Decision No. C18-0075, the Commission opened a statewide proceeding (Proceeding No. 18M-0074EG) to consider the impacts of the TCJA on the revenue requirements and rates of all Colorado investor-owned electric and natural gas utilities (Statewide TCJA Proceeding). 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 the current rate. The Commission further ordered the utilities to submit a filing by 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 to reflect the prospective impacts of the TCJA. The Commission explained the Statewide TCJA Proceeding was opened to provide a degree of uniformity in the treatment of the issues relating to the impacts of the TCJA for the 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 Public Service and certain other utilities have ongoing rate proceedings and clarified that the filing requirements in the Statewide TCJA Proceeding were not intended to preclude the implementation of potential refunds or the establishment of new rates in those ongoing proceedings.
11. By Decision No. R18-0114-I, issued February 14, 2018, the ALJ extended the statutory suspension period for the decision on the tariffs filed with the Amended Advice Letter by an additional 90 days pursuant to § 40-6-111(1)(b), C.R.S., to May 25, 2018. As explained below, the ALJ also denied the motion of the Colorado Office of Consumer Counsel (OCC) to reopen the record in this case to take evidence on TCJA impacts. The ALJ instead granted, in part, a joint motion to approve the Settlement Agreement and Impacts of Tax Cuts and Jobs Act (TCJA Settlement) reached by Public Service and Staff that offered an alternative approach for addressing TCJA impacts.
12. The approved TCJA Settlement proposed a four-step process to provide both a reduction in the provisional rates effective January 1, 2018, based on preliminary estimates of the impacts of the TCJA, and procedures for determining and implementing the full impacts of the TCJA rates within this same proceeding. The first step entails a $20 million reduction to the provisional rates that took effect January 1, 2018. The second step involves adjusting the provisional rates based on the revenue requirements resulting from this Decision and also reducing those revenue requirements by the initial $20 million to carry forward the preliminary TCJA impacts. The third step involves a second evidentiary hearing to determine the final impact of the TCJA on the Company’s revenue requirements. The fourth step involves implementing the final rates determined in the third step.
13. On February 20, 2018, Public Service filed a Second Amended Advice Letter No. 912-Gas and amended tariff sheets with an effective date of June 5, 2018 (Second Amended Advice Letter). The Second Amended Advice Letter extended the full 210-day statutory suspension period to January 1, 2019, consistent with the procedures established in Decision No. R18-0114-I.
14. On February 26, 2018, Public Service filed Advice Letter No. 924-Gas in Proceeding No. 18AL-0125G to implement provisional rates effective March 1, 2018, pursuant to Decision No. R18-0114-I in this proceeding. The filing reduced the provisional GRSA from 33.64 percent to 28.41 percent to reflect, on a preliminary basis, the reduction in revenue requirements caused by the TCJA.
15. On May 11, 2018, the ALJ issued the Interim Decision and certified it as immediately appealable to the Commission en banc. The ALJ explains that he certified the decision for appeal because, based on the TCJA Settlement, the Commission is to consider and rule on any appeals to the decision before the ALJ considers further evidence and renders a recommended decision addressing the final calculation of the rate impacts of the TCJA. The ALJ explains that his recommended decision will then be subject to exceptions addressed by the Commission and the entire proceeding will be subject to judicial review thereafter. The ALJ established a deadline of May 31, 2018, for motions seeking review of the Interim Decision.  

16. Also on May 11, 2018, the Commission issued Decision No. C18-0326-I in the Statewide TCJA Proceeding. The Commission adopted a uniform process for determining whether each Colorado utility has properly addressed the TCJA impacts on rates. The Commission provided guidance to each utility on how to proceed in accordance with these uniform procedures. The Commission required each utility to report quarterly on their progress in addressing the TCJA impacts on rates.

17. On May 18, 2018, the OCC filed a Motion Contesting Interim Decision 
No. R18-0114-I and Requesting Certification of Interim Decision (Motion to Certify). The OCC requested the Commission allow the parties to address on appeal whether the remaining steps of the process established by Interim Decision No. R18-0114-I should remain in effect.

18. On June 5, 2018, by Decision No. C18-0414-I, the Commission denied the OCC’s Motion to Certify. The Commission noted that in the third step of the procedures established by Interim Decision No. R18-0114-I, the OCC will have an opportunity to be heard on Public Service’s proposed calculation of the final TCJA impacts on the Company’s rates and the OCC will also have an opportunity in the fourth step to appeal any recommended decision or decision of the Commission that will issue after the forthcoming evidentiary process focusing exclusively on the impact of the TCJA on rates.

19. On May 31, 2018, Public Service filed a Motion Contesting Interim Decision No. R18-0318-I, seeking to overturn numerous aspects of the Interim Decision. Public Service and Staff simultaneously filed a Joint Motion Contesting Interim Decision No. R18-0318-I addressing limited issues in the Interim Decision.   

20. On August 29, 2018, we issued the Decision Modifying Interim Decision, granting the joint motion and granting, in part, and denying, in part Public Service’s motion. We also rescinded the proceeding from the ALJ, established modified provisional rates to go into effect on September 1, 2018, and scheduled a hearing on the final TCJA impacts, consistent with the third and fourth steps of the TCJA Settlement, to be held on November 15 and 16, 2018.

21. On August 30, 2018, Public Service filed Advice Letter No. 932-Gas in Proceeding No. 18AL-0601G to implement provisional rates effective September 1, 2018, pursuant to the Decision Modifying Interim Decision.  Consistent with the approved TCJA Settlement, the provisional rates were reduced by $20 million based on the Company’s preliminary estimates of the impacts of the TCJA.  The provisional GRSA was set at 24.19 percent.

22. On September 18, 2018, Public Service filed a Motion Contesting and to Modify Interim Decision No. C18-0736-I.  In the motion, Public Service contested numerous issues related to the Commission’s findings in the Decision Modifying Interim Decision.  

23. On September 21, 2018, by Decision No. C18-0855-I, we established filing deadlines and discovery procedures for the third and fourth steps of the TCJA Settlement in accordance with the Decision Modifying Interim Decision.

24. On September 21, 2018, Public Service filed the direct testimony and attachments of six witnesses (TCJA direct testimony), including: Steve Berman, Melissa Ostrom, Ellen Lapson, Brian Van Abel, Naomi Koch, and Brooke Trammell.

25. On October 16, 2018, Staff filed answer testimony and attachments of three witnesses (TCJA answer testimony), including:  Richard Reis, Jason Peuquet, and Fiona Sigalla. The OCC also filed TCJA answer testimony and attachments of two witnesses:  Cory Skluzak and Ronald Fernandez.

26. On November 5, 2018, Public Service filed the rebuttal testimony and attachments of five witnesses (TCJA rebuttal testimony), including: Steve Berman, Melissa Ostrom, Richard Schrubbe, Brian Van Abel, and Brooke Trammell.

27.  On November 6, 2018, by Decision No. C18-0977-I, the Commission denied Public Service’s Motion Contesting and to Modify Interim Decision No. C18-0736-I.

28. Also on November 6, 2018, by Decision No. C18-0982-I, the Commission modified the start time of the hearing on November 15, 2018 and added an additional day of hearing to be held on November 19, 2018.

29. The Commission conducted the evidentiary hearing for determining the final impact of the TCJA in accordance with the approved TCJA Settlement beginning on November 15 and continuing through November 19, 2018 (TCJA hearing).  At the TCJA hearing, Hearing Exhibits 130 through 140, 303 and 304, and 410 through 412C were offered and admitted.  These Hearing Exhibits correspond to the pre-filed written testimony of the witnesses offered by Public Service, OCC, and Staff, respectively.  In addition, Hearing Exhibits 1300 through 1311 were offered and admitted during the course of cross-examination.

30. Statements of Position (TCJA SOPs) were filed by Staff, the OCC and Public Service on November 30, 2018.

31. On December 12, 2018, the Commission deliberated on the matters raised through testimony and at the TCJA hearing concerning the final impact of the TCJA on the Company’s revenue requirements and rates.  By Decision No. C18-1129-I issued December 12, 2018, we directed Public Service to file updated calculations of the final rate and bill impacts based on these oral deliberations and scheduled a technical conference at which the Company was directed to present these calculations and rates.  In addition, we directed Public Service to file documentation supporting the actual levels of costs incurred as incremental rate case expenses for the TCJA phase of the proceeding, consistent with the Company’s offer in its TCJA SOP.

32. On December 17, 2018, Public Service filed the calculations and rates the Company intended to present at the technical conference.  The Company also filed documentation supporting its incremental rate case expenses.

33. On December 18, 2018, the technical conference was held before ALJ Farley as scheduled. 

34. On December 19, 2018, Public Service refiled the materials presented at the technical conference reflecting adjustments made during the course of the Company’s presentation.

C. Equity Ratio
1. Positions of the Parties

35. The Interim Decision established a capital structure ratio of 54.2 percent equity to 45.8 percent long-term debt, using as a basis Public Service’s calculations that exclude 
off-balance-sheet and short-term debt. The ALJ found the record did not establish that ratepayers will be prejudiced by use of the actual capital structure and found unpersuasive Public Service’s assertion that a capital structure with an equity ratio of less than 55 percent will lead to a credit downgrade.

36. In the Decision Modifying Interim Decision, the Commission adopted a capital structure of 54.6 percent equity to 45.4 percent debt based on Public Service’s actual capital structure with adjustments for the addition of 2017 debt and equity issuances.

37. In this TCJA phase of the proceeding, Public Service requests that the Commission approve a capital structure consisting of 56.0 percent equity and 44.0 percent debt, which the Company claims will mitigate lost cash flow and reduced credit metrics due to the effect of the TCJA.  Without such relief, Public Service asserts that it will be subject to a credit rating downgrade by credit reporting agencies.
  Public Service argues that, without an equity ratio increase, certain credit metrics would fall below thresholds prescribed by the credit agencies.   Public Service seeks the higher equity ratio in order to be placed in a similar financial position that it was in prior to the enactment of the TCJA.  Public Service posits that credit agencies expect regulatory agencies and utilities to work together to provide a policy that comfortably supports the utilities’ credit metrics.  
38. In response, Staff argues that the requested 56.0 percent equity ratio should be rejected and that the Commission should maintain the 54.6 percent equity ratio as approved in the Decision Modifying Interim Decision.  Staff suggests that, rather than addressing the mechanics of passing the TCJA benefits on to customers, an inordinate amount of time was spent by the Company in this proceeding seeking to retain a portion of the TCJA savings due to the reduced corporate tax rate as profit.  Staff points out that Public Service is the only Colorado regulated utility that has not agreed to convey the benefit of the reduced tax to ratepayers.

39. Staff put forward calculations showing that when credit metrics specific to Public Service are used, the Company is not in danger of a credit downgrade.  In support of its recommendation, Staff states that the approved capital structure using a 54.6 percent equity ratio: (1) reflects the actual capital structure in June of 2017 and 2018; (2) provides a buffer above the thresholds that credit agencies use in determining a downgrade; (3) addresses the remaining TCJA benefits in a credit-positive manner; (4) prevents Public Service from having an unduly high equity ratio compared to its operating companies and similar natural gas utilities; and (5) will not materially affect the Company’s creditworthiness.
40. Staff notes that increasing the equity ratio to 56.0 percent does not conform to any capital structure presented in the evidentiary record.  Staff argues that the Company’s proposal would place its equity ratio higher than most of the equity ratios awarded in the nation in 2017 and 2018.  Further, Staff points out that Public Service’s cost of debt is lower than all other Xcel Energy operating companies, and bond markets have not shown concern over the Company’s access to capital as evidenced by a low-cost debt issuance in 2018.  

41. As discussed below, Staff also argues that its proposal for the Commission to direct Public Service to pay down the Prepaid Pension Asset by using the incremental TCJA savings above the $20 million reduction presently reflected in the Company’s provisional rates and by making certain related accounting changes would have a positive cash flow impact effect approaching $4 million, thus countering the negative cash flow impact of the TCJA.
  

42. Staff concludes that Public Service’s credit metrics are all projected to move in a positive direction through 2020.  The Company’s financial health remains strong both in terms of its stock price and the demand for its bonds.   If Public Service seeks to increase its credit metrics based on capital expenditures beyond the two-year forecasts provided in this proceeding, these arguments should appropriately be addressed in the next Phase I rate case.  Doing so would provide the Commission greater latitude to assess such expenditures, the degree of leverage of the Company, and resulting costs and benefits.   

43. The OCC also refutes Public Service’s argument that unless the equity ratio is increased to 56.0 percent, credit reporting agencies will issue a downgrade.   The OCC argues that the Company’s position is based on speculation, is not supported by the evidentiary record, and should be denied.  The OCC posits that the Commission’s mandate is to determine what is in the public interest, while the credit reporting agencies’ and Company’s mandates are to serve investors. 

44. The OCC further argues that credit agencies in fact consider the Colorado regulatory environment to be credit-positive and stable.  The OCC states that credit reporting agencies have been well aware of the Company’s efforts to return excess deferred tax liabilities to customers.  The OCC points to the approval of the Colorado Energy Plan in Proceeding No. 16A-0396E, the extension of the PSIA rider in Proceeding No. 18A-0422G, and the approval of Public Service’s electric TCJA settlement in Proceeding No. 18M-0401E by the Commission as mitigating factors that make a credit downgrade unlikely.

45. The OCC also notes the approximate $1.5 million benefit to cash flow that results by increasing the equity ratio to 56.0 percent would have no material impact to the cash flow deterioration compared to the Company’s $1.2 billion overall cash flows projected for 2019 and 2020.  Likewise, the OCC opposes Staff’s and the Company’s agreement to apply a portion of the TCJA savings to the Prepaid Pension Asset, arguing that the Company’s calculation of an approximately $1.4 million effect on cash flow is likewise insignificant, only about one tenth of 1 percent of the Company’s total projected cash flows.
  Instead, the OCC recommends that the entirety of the TCJA savings be refunded to ratepayers, which will result in the highest amount of customer benefit.

46. In its TCJA rebuttal testimony, Public Service counters that Staff and the OCC miss the point.  According to the Company, the relevant questions surround Public Service’s regulatory relationship and credit metrics going forward after the impact of the TCJA.   Increasing the equity structure to 56.0 percent, according to the Company, is a balanced, constructive, and credit positive regulatory outcome because it helps provide the Company financial flexibility in various market conditions.   

Although Public Service accepted Staff’s proposal to apply incremental TCJA savings to the Prepaid Pension Asset in its rebuttal testimony, the Company maintains its request for the 56.0 percent equity ratio, stating that Staff’s solution does not affect the debt component of the capital structure which is necessary to improve credit metrics.  According to Public 

47. Service, reducing the debt component affects the denominator, or debt levels, of the credit agencies’ calculations of cash from operations to debt ratios, and therefore is more effective in addressing the cash flow reductions caused by the TCJA.  Also in its rebuttal case, Public Service points to the downgrade of its affiliate Southwestern Public Service (SPS) in New Mexico as an example of lack of regulatory action that led to credit-related repercussions.
  Further, Public Service argues that the economic indicators cited by Staff and the OCC demonstrating the Company’s superior level of financial strength were prior to the TCJA.  Public Service concludes that the Commission instead should focus on the deterioration of the Company’s credit metrics in the future as a result of the TCJA.

2. Conclusions and Findings
48. We reject Public Service’s request to increase the equity ratio to 56.0 percent and find that the equity ratio of 54.6 percent as established in the Decision Modifying Interim Decision is a just and reasonable outcome that appropriately balances the interests of the Company and ratepayers.  The requested equity ratio purports to account for the risk of a credit downgrade by credit agencies due to reduced cash flows after the enactment of the TCJA.   However, if we were to approve the 56.0 percent equity ratio, relief would be granted before the existence of harm, and the alleged harm is based predominantly on speculative and qualified statements.  No credit reporting agency has downgraded Public Service’s credit rating, and no agency has expressly stated that it will do so.  

49. While we acknowledge that the TCJA could have a temporary negative effect on cash flow, the evidence in the record indicates that the credit reporting agencies consider conditions that exist for an extended period.
  Any degradation of cash flow metrics from the TCJA, if it occurs, will not be manifested immediately in terms of credit ratings.  To the extent that Public Service suffers financial harm due to a credit rating downgrade following the conclusion of this proceeding, the Company may present such evidence in its next Phase I rate case proceeding.
50. The downgrade of SPS by Moody’s has little bearing on the possibility 
of a downgrade for Public Service.  Not only were SPS’s equity ratio and authorized return on equity lowered by the New Mexico commissioners to levels significantly below an earlier recommended decision, which is not the case here, Moody’s noted that SPS does not benefit from transmission and distribution riders that provide a current return.
  Public Service, in contrast, has benefitted from many credit-positive decisions made by this Commission as described by the OCC supra.  We further note that the PSIA, approved by Decision 
No. C18-0983 in Proceeding No. 18A-0422G on November 6, 2018, provides a current return on approximately 50 percent of eligible capital investment.
   

51. We also agree with Staff that the Company’s historic embedded cost of debt of 4.5 percent is lower than all other Xcel Energy’s operating companies
 and that Public Service’s equity ratio already stands substantially higher than the majority of its utility peers.
  Further, Public Service issued a 30-year bond at a rate of 4.1 percent, even lower than the rates for two of Xcel Energy’s other operating companies that also issued bonds in 2018.
  

52. We concluded in the Decision Modifying Interim Decision that Public Service’s non-PSIA spending was primarily related to the Business Systems and Corporate Shared Services Business Areas
 and that the denial of the Company’s proposed MYP was supported, in part, by the measure of control the Company can exercise over the pace and magnitude of its non-PSIA investment.  Public Service has the same option here, and others, to address the negative effects on cash flows due to the TCJA by controlling the pace and costs of its capital investment.    

53. Finally, the hypothetical capital structure proposed by the Company does not conform to any actual capital structure presented in the evidentiary record.
   As we stated in the Decision Modifying Interim Decision citing Peoples Natural Gas, the record in this proceeding does not establish that ratepayers will be prejudiced if the actual regulated capital structure for the test year with 2017 adjustments is used.
   

D. Incremental TCJA Impacts

1. Positions of the Parties

54. The Interim Decision explains that the $20 million reduction to the provisional rates that have gone into effect during the course of this proceeding was a “conservative estimate” of TCJA impacts.  At the time the TCJA Settlement was filed, Public Service stated that this “conservative estimate” was based on a preliminary calculation of a $29 million impact resulting from the TCJA reduced by 30 percent to eliminate the risk that the Company had overestimated the impact.

55. In its TCJA direct testimony, Public Service stated that the total effect of the TCJA on the 2016 historic test year (HTY) as adopted by the Commission in the Decision Modifying the Interim Decision was a reduction of $24,472,533.  Public Service requested that the Commission approve this reduction and a corresponding final retail gas revenue requirement of $474,265,242.
 

56. In response, Staff recommended that the Commission find that reducing the prepaid pension asset to be in the public interest and direct Public Service to use the remaining savings from the TCJA to offset the prepaid pension asset.

57. The Interim Decision explained that the prepaid pension asset is the difference between the cumulative expense calculated since the pension plan’s inception and recovered from ratepayers and Public Service’s cumulative cash contributions to the pension trust since the plan’s inception.  The Interim Decision denied Staff’s proposal to remove the prepaid pension asset from rate base.  However, the ALJ approved Staff’s proposal to use the $1,667,620 in the pension tracker to “pay down” the balance of the prepaid pension asset.

58. In the Decision Modifying the Interim Decision, the Commission reversed the Interim Decision, in part, and removed the prepaid pension asset from rate base.  However, the Commission left intact the ALJ’s approval of Staff’s proposal to use the $1,667,620 in the pension tracker to “pay down” the balance of the prepaid pension asset.

59. Staff argues in its TCJA answer testimony that paying down the prepaid pension asset using the incremental TCJA savings provides benefits such as: (1) mitigating intergenerational inequity;  (2) increasing the transparency of the cost of providing pension benefits; (3) using money ratepayers already “overpaid for taxes” because, in retrospect, they were under-charged for the costs of funding the pension during that period of utility service
; (4) increasing Public Service’s annual cash flow; and (5) providing a credit supportive option that rating agencies have identified with respect to addressing TCJA impacts. 
60. In its TCJA rebuttal testimony, Public Service agrees with Staff’s proposal to apply to the gas prepaid pension asset the incremental TCJA savings beyond the $20 million reflected in the provisional rates.  Public Service argues that paying down the prepaid pension asset will: (1) return the full benefits of the TCJA tax savings to customers in a timely manner; (2) reduce the significance of a contentious issue (i.e., the treatment of prepaid pension asset) in future gas rate cases, potentially facilitating settlements; (3) provide a constructive outcome for the Company’s credit metrics; and (4) be consistent with the Commission-approved treatment of remaining TCJA savings in the TCJA electric settlement.
61. Public Service further states that approval of Staff’s approach will allow for the final GRSA from this case to be effective on January 1, 2019 to remain at the same level as the current GRSA that took effect on a provisional basis on September 1, 2018 (or 24.19 percent).  However, for the purpose of account transparency and better tracking vis-à-vis the 2016 HTY, Public Service requests that the end date of the prepaid pension asset be reset to December 31, 2016 and the starting date of the “new prepaid pension asset” be reset to January 1, 2017.

62. The OCC recommends that, rather than paying down the pension asset as proposed by Staff and agreed to by Public Service, it is more beneficial for ratepayers to return the TCJA savings in the form of a further GRSA reduction.  The OCC likewise proposes that the non-plant excess accumulated deferred income taxes (ADIT) be amortized over a five-year period rather than the ten years proposed by Public Service. The OCC argues that Public Service conducted no studies that demonstrate ten years is a more appropriate amortization timeframe for the non-plant excess ADIT items.  The OCC also takes the position that a five-year period is in the public interest because it refunds the incremental TCJA-related savings to ratepayers more quickly.
63. Public Service counters that the OCC’s recommendations would have negative ramifications on the Company including the perceived regulatory environment to ratemaking in Colorado. Public Service further argues that the OCC has acknowledged its purpose in this proceeding is not to look at overall just and reasonable outcomes but instead to maximize TCJA returns to customers.

2. Conclusions and Findings
64. We approve the pay down of the prepaid pension asset using the incremental TCJA impacts as proposed by Staff and accepted by Public Service.  Staff and Public Service provide sufficient support that the proposal is in the public interest, providing benefits both to ratepayers in terms of TCJA-related savings and to Public Service in terms of its impact on the Company’s cash flow.  Further, we grant the Company’s request to reset the starting date of the “new prepaid pension asset” to January 1, 2017 and the ending date of the “legacy prepaid pension asset” to December 31, 2016.

E. Incremental Rate Case Expenses
1. Positions of the Parties
65. In its TCJA direct testimony, Public Service requested recovery of $285,000 for rate case expenses that it incurred or expects to incur in connection with this final phase of the rate case from September through December 2018.  Consistent with the Interim Decision, Public Service proposes that this incremental rate case expense be amortized over a 27-month period.

66. Public Service asserts that it has not requested the full amount of incremental rate case expenses it has incurred to address the TCJA.  Instead, the requested amount of incremental expenses is limited to outside counsel and expert costs incurred for the last few months of 2018.

67. Public Service explains that it did not have documentation to support the amounts it requests for recovery at the time it filed TJCA direct testimony in mid-September. In its TCJA SOP, the Company states it could now present support at a technical conference.  

68. Staff advocates for the approval of one-half of the rate case expense requested, or $142,500.  At the TCJA hearing, Staff stated it has received documentation supporting approximately half of the Company’s request for additional rate case expenses.

69. The OCC argues that no additional rate case expenses should be approved.  According to the OCC, Public Service has failed to remedy the lack of substantial evidence, such as contracts and invoices, to support its $285,000 request.  The OCC refers to Colorado Rule of Evidence 403 and Commission Rule of Practice and Procedure 4 Code of Colorado Regulations 723-1-1500 stating each place the burden of proof and the burden of going forward on the party seeking the decision. 
2. Conclusions and Findings

70. We find good cause to authorize Public Service to recover its actual documented rate case expenses related to the TCJA phase of this proceeding up to $285,000. We find that these incremental rate case expenses are justified because the TCJA hearing has assisted us in determining the final TCJA adjustment to rates to the benefit of ratepayers and the Company.  

F. Technical Conference

71. On December 17, 2018, in accordance with Decision No. C18-1129-I, Public Service filed documentation supporting the incremental rate case expenses for which it seeks recovery and an updated cost of service study showing the calculation of its revenue requirements based on the 2016 HTY consistent with findings and directives of the Interim Decision, the Decision Modifying the Interim Decision, and our oral deliberations on December 12, 2018.  

72. With respect to rate case expenses, Public Service provided actual legal bills through November 30, 2018.  The Company also updated its revenue requirement to reflect approximately $235,000 of expenses instead of the $285,000 it requested previously.

73. With respect to the final revenue requirement, Public Service filed calculations premised on the Company’s approach to implementing Staff’s proposal for using the incremental TCJA impacts to pay down the legacy prepaid pension asset.   Specifically, the calculations were presented in relation to the $20 million in TCJA savings reflected in the provisional rates. 

74. Public Service confirmed at the December 18, 2018 technical conference that the deficiency in its revenue requirement of $23,484,464 in the cost of service study from its TCJA rebuttal testimony accounted for use of non-plant excess ADIT to pay down the prepaid pension asset.  Public Service also showed, relative to the cost of service study filed in its TCJA rebuttal testimony, the impact of our decisions:  (1) rejecting an increase in the equity component of the Company’s authorized capital structure; and (2) allowing for the recovery of documented rate case expenses. 

75. During the course of the technical conference, Public Service reported that there was an error in the amount of rate case expenses that were documented.  Public Service modified the cost of service study to correct this error and later filed corrected versions of both the cost of service calculations and incremental rate case expenses.

76. The “Final Gross Revenue Deficiency” calculated by Public Service is $21,982,981.  Because the GRSA for effect on January 1, 2019 will not change relative to the provisional GRSA that took effect on September 1, 2018, a “Remaining TCJA Benefit” of $19,125,837 will be used to pay down the prepaid pension asset.

G. General Rate Schedule Adjustment 

77. The final GRSA to be implemented by Public Service is 24.19 percent.

78. A compliance filing with tariffs implementing this final GRSA will be filed on not less than two days’ notice.
II. ORDER  
A. The Commission Orders That:  
1. The effective date of the tariff sheets filed by Public Service Company of Colorado (Public Service) on June 2, 2017 under Advice Letter No. 912-Gas is permanently suspended and shall not be further amended.

2. The tariff sheets filed under Advice Letter No. 912-Gas are permanently suspended and shall not be further amended.

3. Public Service shall file tariff sheets to implement a General Rate Schedule Adjustment of 24.19 percent, effective January 1, 2019, consistent with the discussion above.  Public Service shall file the advice letter compliance filing in a separate proceeding and on not less than two business days’ notice. 

4. Public Service shall comply with all findings and directives of Decision Nos. R18-0318-I and C18-0736-I except as modified by this Decision.

5. The 20-day time period provided by § 40-6-114, C.R.S., to file an application for rehearing, reargument, or reconsideration shall begin on the first day after the effective date of this Decision.

6. This Decision is effective upon its Mailed Date.  

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
December 12, 2018.  
	 (S E A L)
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� Hearing Exhibit 1308 was admitted for the purpose of administrative notice.


� The three main credit rating agencies are Moody’s Investor Service (Moody’s), Fitch Ratings (Fitch), and Standard and Poor’s Global Ratings (S&P).


� Hearing Exhibit 412, Fiona Sigalla Corrected TCJA Answer Testimony p. 10, Table FDS-17.


� Hearing Exhibit 140, Brian J. Van Abel TCJA Rebuttal Testimony, p. 19: 15-16.


� The Moody’s credit reporting agency downgraded Southwest Public Service’s rating from Baa1 to Baa2.


� Hearing Exhibit 1300, Moody’s Investors Service, Update to Public Service Company of Colorado Credit Opinion, October 31, 2018, p. 2.  Fitch Ratings also stated ratios would need to fall on a “sustained basis;” see Fitch “Rating Sensitivities,” TCJA Answer Testimony of Jason J. Peuquet Attachment JJP-21 p. 3.


� Hearing Exhibit 140, TCJA Rebuttal Testimony of Brian J. Van Abel, Attachment BVA-2, p. 1.


� Transcript Vol. 1, p. 30: 11-14.


� Hearing Exhibit 1307, Discovery Request CPUC51-5.


�Staff demonstrated that during the period of 2017 through September of 2018, 99 utilities were awarded equity ratios lower than the 56.0 percent requested by Public Service, and only four were higher.  If based on a 54.6 percent equity ratio, only eight were higher.  Hearing Exhibit 410, Answer Testimony of Jason J. Peuquet, p. 11:18-24, p. 12:1-6.


� Staff SOP, p. 7 ¶2.


� Decision No. C18-0736-I, p. 17, ¶48.


� Staff SOP, p. 3 ¶2.


� Peoples Natural Gas v. Public Utilities Commission, 567 P.2d 377 (Colo. 1977).


� Hearing Exhibit 131: Steven P. Berman TCJA Direct Testimony, p. 15:6-7.


� TCJA Hearing Transcript Vol. 3, 65:1-66:3 (Sigalla).


� TCJA Transcript Vol. 3 at 24:10-23 (Fernandez).


� Hearing Exhibit 130,  p.  26 (Brooke A. Trammell TCJA Direct Testimony).  


� TCJA Hearing Transcript Vol. 3, 44:11-17 (Reis).
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