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INTRODUCTION

This report summarizes the stakeholder comments received during the Commission’s consideration of electric and gas utility line extension policies, procedures, and conditions pursuant to § 40-5-101.5, C.R.S., in Proceeding No. 18M-0082EG.
The Governor, on June 2, 2017, signed into law Senate Bill 17-271, which added § 40-5-101.5, C.R.S., concerning the development of a transparent process by which an investor-owned utility may recover actual costs from a property owner on whose behalf the utility has extended its service by connecting the property owner’s property to the utility’s service. Senate Bill 17-271 directs the Commission to open a non-adjudicatory proceeding to evaluate the investor-owned utilities’ current service extension policies. Gas-only, investor-owned utilities were not subject to the proceeding but were invited to participate and provide comments.

BACKGROUND

In January of 2018, in Decision No. C18-0080, the Commission opened a non-adjudicatory proceeding to solicit comments from utilities and other interested participants regarding the Commission’s rules on line extension and to serve as a repository for information. Specifically, the proceeding was opened to consider changes to the Commission’s Rules Regulating Electric and Gas Utilities in 4 Code of Colorado Regulations (CCR) 723-3 and 723-4, respectively.  
In the order opening the proceeding, the Commission directed Staff of the Colorado Public Utilities Commission (Staff) to work with investor-owned utilities and other interested participants to develop draft rule changes to present in a future Notice of Proposed Rulemaking. The proceeding also served as a repository for the development of potential rule changes, including specific rule revisions proposed and advocated by participants. 
The Commission received notices to participate from the following entities:  Colorado Builds, Colorado Association of Home Builders, Home Builders Association of Metro Denver, Development Recovery Company, Public Service Company of Colorado (Public Service), Black Hills Colorado Electric, Inc., Black Hills Colorado Gas Utility Company, Black Hills Gas Distribution, Colorado Natural Gas, Atmos Energy Corporation, National Propane Gas Association, Colorado Energy Office, and the Colorado Office of Consumer Counsel.
In April of 2018, Staff received initial written comments. Initial written comments were received from the following utilities: Public Service, Black Hills Electric, Inc., Black Hills Colorado Gas Utility Company, Black Hills Gas Distribution, and Atmos Energy Corporation. In addition, initial written comments were received from the following interested participants: Colorado Builds, the Colorado Association of Home Builders, Development Recovery Company, the Colorado Energy Office, and the Colorado Office of Consumer Counsel.

In May of 2018, Staff received written reply comments. Written reply comments were received from the following utilities: Public Service, Colorado Natural Gas, Inc., and National Propane Gas Association. Written reply comments were not received from the other interested participants.

Staff held workshops on June 28, 2018, and August 23, 2018. Representatives from the following utilities attended the workshops: Public Service, Black Hills Colorado Electric, Inc., Black Hills Colorado Gas Utility Company, Black Hills Gas Distribution, Atmos Energy Corporation, Colorado Natural Gas, Inc., and National Propane Gas Association. Representatives of the following interested participants attended the workshops: Colorado Builds, the Colorado Association of Home Builders, Development Recovery Company, the Colorado Energy Office, and the Colorado Office of Consumer Counsel. In addition, Staff held numerous individual meetings and exchanged multiple communications with the affected and interested parties as part of the stakeholder process.
At the last workshop, Staff solicited proposed redlines of rule revisions from the utilities and interested participants. Public Service submitted a proposed redline of revisions to Rule 4 CCR 723-3-3210 and Rule 4 CCR 723-4-4210. In addition, written comments were received from the Development Recovery Company in response to the request for proposed redlines. Staff then developed its own comprehensive redline of proposed rule changes to address the concerns expressed by the participants over the course of the non-adjudicatory proceeding. 
Prior to the issuance of Staff’s proposed redline in a formal Notice of Proposed Rulemaking, Public Service filed advice letters proposing to implement new distribution extension policies within its electric and gas tariffs. These advice letters were docketed as Proceeding 
Nos. 18AL-0852E and 18AL-0862G, respectively.
On December 14, 2018, Staff filed protests to both advice letters. Although Staff was somewhat reluctant to recommend the Commission interrupt its planned rulemaking to take up these tariffs, Staff concluded that the tariffs were the most efficient course of action at this time. Staff opposed the proposed tariffs, however, on grounds that additional evidentiary support is required to determine whether the proposed tariffs are just and reasonable. Accordingly, Staff recommended the Commission suspend the tariffs and set them for hearing. The Commission agreed and set the tariffs for hearing before an administrative law judge by Decision No. C18-1174, issued December 26, 2018, in Proceeding Nos. 18AL-0852E and 18AL-0862G. At the same time, the Commission concluded that it was appropriate to close the non-adjudicatory proceeding and consider Public Service’s proposed tariffs prior to deciding whether to take any further steps toward opening a formal rulemaking.
 STAKEHOLDER COMMENTS

Senate Bill 17-271 directed the Commission to consider the following eight topics in regards to line extension procedures: the use of construction agreements, revenue assurance agreements, assignment of estimated costs, options for cost and schedule transparency, predevelopment system investment protocols, potential system automation benefits to enhance clarity of the requirements and process, equitable allocation of costs associated with an extension of facilities and any other factors affecting the cost of an extension of facilities, and variables that affect timelines for construction and implementation of an extension of facilities. 
The comments received on these topics from Public Service, the Black Hills utilities,
 and other interested participants are summarized below. 
A. The Use of Construction Agreements
Colorado Builds stated it was the principal proponent of Senate Bill 17-271, which mandated that the Commission initiate the non-adjudicatory proceeding to evaluate current line extension policies. At the time of its initial comments, Colorado Builds strongly encouraged the Commission to engage in formal rulemaking and was committed to working with the Commission to develop potential rule revisions. 

Colorado Builds also expressed an understanding of the general concerns with a one-size-fits-all approach to regulating Colorado’s investor-owned utilities, given their diverse service areas and customer bases. Nonetheless, Colorado Builds emphasized the desire to establish regulatory guardrails to create more cost and timeline certainty and a measure of transparency and accountability. Colorado Builds emphasized there is presently no accountability for a utility’s failure to complete a line extension in a timely, cost-effective manner. 

In addition, Colorado Builds sought to have written cost estimates and schedules to perform work provided to the applicant within 35 days of the initial application. The applicant would then sign and return the cost estimate and schedule, and pay the estimated cost, before the utility commenced work. If the actual costs turned out to be more than the itemized costs paid up-front by the applicant, the applicant would be responsible for the difference. If the actual costs were less than the estimated costs, then the utility must refund the applicant the difference. 

In their written comments, Public Service and Black Hills explained that a construction agreement is a contract, executed between the utility and the applicant prior to the construction of facilities and simultaneous with the receipt of payment, that includes the terms and conditions of service as well as cost and payment details.

B. Revenue Assurance Agreements

Staff found an instrument of this nature to be nonexistent in the line extension process. Public Service was the only entity to acknowledge the nonexistence of such an instrument in that Public Service expressed that it does not have any revenue assurance agreement provisions in its tariffs. Given there were no other comments received and there appears to be no interest among stakeholders, Staff considered this to be a nonissue.

C. Assignment of Estimated Costs

Development Recovery Company (DRC) stated that rates shall be just and reasonable. DRC acknowledged that the utility’s return on investment in new development should be sufficient; however, DRC suggested the determination of what amount is sufficient must be established and monitored by the Commission, subject to the due process protections that protect the utility and ratepayers. DRC requested that a true-up be required of the utility’s costs after completion of a line extension. DRC recommended that the utility’s true-up figures and supporting documentation be filed with the Commission for review by the Commission and interested parties for accuracy.

Public Service stated that it cost estimates are based on construction costs and the estimated load provided by the applicant. 
Black Hills stated that the construction agreement contains an estimate of the costs based on the utility’s tariff.

D. Options for Cost and Schedule Transparency

Colorado Builds commented that developers and homebuilders often receive seemingly arbitrary cost estimates. Colorado Builds suggested that the lack of transparency and accountability from the utilities have led to significant delays in service extensions, causing missed closing dates and causing developers to have to pay for hotel lodging for homebuyers until the dry utilities are eventually connected.

Colorado Association of Home Builders (CAHB) and the Home Builders Association of Metro Denver (HBAMD) requested that costs be simple, transparent, and consistent, in order to provide customers with the certainty needed to conduct business in a planned and productive manner. They further stated that the industry needs a better understanding of costs. As to schedule transparency, they request incorporating good faith estimates into project timelines.

In response to Colorado Builds’ concern that cost estimates are seemingly arbitrary, Public Service clarified that the estimates it provides to developers and homebuilders, as well as those prepared for all other extensions, are carefully calculated as accurately as possible and are in no way arbitrary. Public Service explained that it has no incentive to over-estimate the cost of a service extension since over-estimation of costs will result in reduced plant-in-service by increasing contribution in aid of construction and thus reduce the utility’s earnings. Public Service also stated that its taxes would increase.

In its reply comments, Public Service restated its initial comments that it was re-examining its processes and developing improvements to implement in the extension process in order to better meet the needs of its customers. Public Service found of particular concern, the concept of requiring a post-construction true-up to account for the difference between estimated and actual costs. Public Service stated this would slow down the extension process, impose administrative burdens on Public Service, and impose additional expenses on customers. Public Service also expressed concern about the ability to collect under-estimated costs from developers. Public Service noted that, although Public Service is regulated by the Commission and could be required to pay the balance of overpayments, the Commission does not regulate payments for services rendered by Public Service to builders, developers, or customers.
In terms of cost transparency, Black Hills stated it promptly provides an applicant with a cost estimate once all required information is provided by the applicant. In the case of schedule transparency, Black Hills stated it makes every effort to provide the construction schedule within at least a month of the start date and, as the date nears, the schedule is provided within a week. In addition, Black Hills emphasized that scheduling is often affected by circumstances beyond the utility’s control.

E. Predevelopment System Investment Protocols

Colorado Builds stated that it believes the line extension process would benefit from engagement by the utilities earlier in the planning and development process. Colorado Builds commented that master plan developments often entail multi-year builds and while utilities are able to coordinate with permitting entities and other utilities, i.e., water and sanitation, far in advance of project completion, utilities have historically been unable to engage or accept an application for service extension until the project is in its final stages. Colorado Builds commented that improvements in communication procedures and practices by utilities would create a more efficient process and provide developers and builders with more certainty in their planning.

CAHB and HBAMD recommended that utilities create a pre-investment protocol that permits builders and utilities to exchange information early in the planning process to determine how they can best work with developers to ensure that utility infrastructure is available as building is conducted. They recommended creating pre-certified communities where factors indicate growth will occur and where it is reasonable for utilities to extend lines and build out infrastructure ahead of residential build-out being implemented.

Black Hills responded that its engineering and planning departments determine, on a 
project-by-project basis, whether the line extension costs should be paid by the utility or the requestor, consistent with the utility’s tariff.

Public Service responded that it works closely with community leaders to understand their future development plans to ensure future needs sync with the utility’s system and resource capabilities.

F. Potential System Automation Benefits to Enhance Clarity of the Requirements and Process
At the time the Commission opened the non-adjudicatory proceeding, Public Service did not have an automated web portal. On the other hand, in December 2017, Black Hills instituted an online portal for new service requests, for both its electric and gas utilities. Applicants are assigned a password-protected account identification that they may use to access the portal to obtain the status of their service request. Black Hills has found that although the ability to readily access project status online is useful, the online portal does not eliminate the need for a 
one-on-one relationship between the applicant and a Black Hills Utility Construction Specialist.

G. Equitable Allocation of Costs Associated with an Extension of Facilities and any Other Factors Affecting the Cost of an Extension of Facilities

Black Hills stated that it has Commission-approved tariffs in compliance with Rule 4 CCR 
723-4-4210 that allocate the costs by customer class and within the adopted calculation methodology.
 In terms of adopting uniformity with calculation methodology and refund payment practices across all jurisdictional utilities, Black Hills commented that each utility should be able to present a methodology, approved by the Commission and defined in its tariffs, that takes into consideration the needs of the utility as well as the needs of its customers. Black Hills stated that this rate methodology should be flexible and reflect the unique characteristics of the utility. Therefore, Black Hills concluded, there should not be uniform rules governing either the calculation of the construction allowance or implementation of line extension policies.
Public Service stated in regard to construction allowance in its extension policies, that the Commission has already deemed the allocation of cost between customers/rate classes as equitable by approving final rates, including the construction allowance amounts, in Public Service’s current tariffs. With respect to the allowance of costs between applicants for service, Public Service stated that its gas and electric extension policies are in its tariffs and are approved by the Commission.
H. Variables that Affect Timelines for Construction and Implementation of an Extension of Facilities

In their initial comments, CAHB and HBAMD suggested allowing developers to make a deposit to secure a higher priority for their project on the utility’s construction schedule.

Public Service countered that if the utility has a high volume of deposits to prioritize, such deposits may not ultimately provide the intended benefit. Public Service added that further research into the tax implications for the utility would be required if the Commission is interested in pursuing this concept.

CAHB and HBAMD requested permitting developers to hire third-party contractors to assist utilities in the timely buildout of infrastructure. CAHB and HBAMD believe that developers should be allowed to hire third-party contractors to assist utilities in the build-out of infrastructure. Colorado Builds also expressed in the workshops, as well as in individual meetings with Staff, the desire to have the option to provide trenching and earthwork in accordance with the utility’s specifications.

Public Service raised several concerns with allowing developers to hire third-party contractors to perform build-out work, including but not limited to: (a) the strict rules and regulations of the industry, since Public Service currently uses qualified contractors with proven track records to build gas and electric extensions; (b) potential liability of Public Service’s future owned facilities; and (c) the costs at which others can do the work versus the discounted prices Public Service secures based on the high volume of work for which they contract.
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� Including Black Hills Colorado Electric, Inc., Black Hills Colorado Gas Utility Company, and/or Black Hills Gas Distribution.


� Black Hills’ approved methodology to calculate construction allowance is revenue-discounted cash flow. Public Service uses an average gross embedded cost method.
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