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I. BY THE COMMISSION

A. Statement
1. On November 30, 2018, Black Hills Colorado Electric, Inc. (Black Hills or Company) filed Advice Letter No. 766-Electric, proposing amendments to the Company’s Energy Cost Adjustment (ECA) definitions and calculations on Tariff Sheet Nos. 61 through 65 in the Rates section of its Colo. P.U.C. No. 10-Electric Tariff. On the same day, Black Hills filed Amended Advice Letter No. 766-Electric, making certain corrections to its original filing. By this Decision, we reject the advice letter and tariff sheets.

B. Discussion, Findings, and Conclusions

2. As explained in the Company’s advice letter, the ECA is a mechanism by which the Company recovers from customers (as a pass-through charge) costs incurred by the Company for natural gas used in the production of electricity, for costs associated with renewable energy production, and for wholesale power purchased on the open market by the Company to meet customers’ energy needs. The ECA rate is updated quarterly and is applicable to all retail customers. Updated rates go into effect January 1, April 1, July 1, and October 1 of each year.

3. Currently, Black Hills’ ECA rate is adjusted each quarter using forecasted energy costs, the forecasted net Renewable Energy Standard Adjustment (RESA) transfer, and forecasted kWh sales for that quarter. 
4. In Amended Advice Letter No. 766-Electric, the Company proposes to change the forecasted energy cost amounts, the forecasted net RESA transfer, and the forecasted kWh sales amounts used in the quarterly ECA rate calculation from quarterly forecasts to annual forecasts. Black Hills states this change is proposed because, under the existing methodology, the ECA rate has fluctuated significantly quarter-over-quarter. Black Hills proposes to still update the ECA quarterly by calculating a new annual rate each quarter.

5. Using this changed method of calculating the quarterly ECA rate, Black Hills proposes to increase the ECA rate from the existing rate of $0.03436 per kWh, to $0.03772 per kWh, beginning January 1, 2019. Black Hills calculates that the average residential customer monthly bill will increase 2.14 percent and the average small commercial customer monthly bill will increase 2.53 percent.
6. Pursuant to § 40-6-111(1)(a), C.R.S., the Commission may reject a tariff filing without conducting a hearing. 
7. We conclude that the amended advice letter and tariff sheets should be rejected in order to allow the Company the opportunity to file a new advice letter and tariff sheets that address more thoroughly and better justify: (a) the Company’s proposal to change the forecasted amounts used in the quarterly ECA rate calculation from quarterly forecasts to annual forecasts; and (b) any specific hedging costs the Company proposes to recover through the ECA.
8. We therefore find good cause to reject Amended Advice Letter No. 766-Electric. The filed tariffs shall not take effect as proposed.
II. ORDER

A. The Commission Orders That:

1. The tariff sheets filed by Black Hills Colorado Electric, Inc. under Amended Advice Letter No. 766-Electric on November 30, 2018, are rejected, consistent with the discussion above.

2. 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.
3. This Decision is effective on its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING 
December 19, 2018.
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