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IN the matter OF ADVICE LETTER NO. 1 FILED BY BLACK HILLS COLORADO GAS, INC. TO PLACE IN EFFECT ITS NEW P.U.C. VOLUME NO. 1 TARIFF ESTABLISHING NEW RATE SCHEDULES AND BASE RATES FOR ALL NATURAL GAS SALES AND TRANSPORTATION SERVICES, INCREASING JURISDICTIONAL BASE RATE REVENUES, COMBINING EXISTING GAS COST ADJUSTMENT (“GCA”) AREAS INTO NEW GCA REGIONS, IMPLEMENTING A DISTRIBUTION SYSTEM INTEGRITY RIDER, REVISING THE CONSTRUCTION ALLOWANCE CALCULATION METHOD, AND OTHER PROPOSED TARIFF CHANGES TO REPLACE AND SUPERSEDE ITS P.U.C. VOLUME NO. 3 TARIFF (FORMERLY BLACK HILLS/COLORADO GAS UTILITY COMPANY, INC.) AND P.U.C. VOLUME NO. 7 TARIFF (FORMERLY BLACK HILLS GAS DISTRIBUTION, LLC) IN THEIR ENTIRETY, TO BECOME EFFECTIVE ON MARCH 4, 2019.
DECISION SUSPENDING EFFECTIVE 
DATE OF TARIFFS AND REFERRING 
THE MATTER TO AN ADMINISTRATIVE LAW JUDGE
Mailed Date:  
February 22, 2019
Adopted Date:  
February 20, 2019

IMPORTANT NOTICE:  ANY PERSON DESIRING TO PARTICIPATE ONLY BY MAKING A STATEMENT MAY DO SO BY APPEARING AT THE HEARING.  IF YOU DESIRE TO ASK QUESTIONS OF A WITNESS OR OTHERWISE PARTICIPATE AS A PARTY IN THIS MATTER, YOU MUST REQUEST PERMISSION FROM THE COMMISSION TO BE AN INTERVENOR (EVEN IF YOU HAVE ALREADY FILED AN OBJECTION).  ANYONE DESIRING TO INTERVENE MUST CAREFULLY FOLLOW THE LAW AND COMMISSION RULES FOR BECOMING AN INTERVENOR. FOR FURTHER INFORMATION ON HOW TO INTERVENE, CALL (303) 894-2070 (PUC EXTERNAL AFFAIRS OFFICE).

I. BY THE COMMISSION

A. Statement
1. This Decision sets for hearing the tariffs filed by Black Hills Colorado Gas, Inc., doing business as Black Hills Energy (Black Hills or the Company) under Advice Letter No. 1 and suspends their effective date for 120 days pursuant to § 40-6-111(1), C.R.S.  

2. We refer the matter to an Administrative Law Judge (ALJ).

3. A pleading to intervene in this matter may be filed by any person, firm, or corporation desiring to be a party and fully participate in this proceeding no later than 30 days after the mailed date of this Decision.
B. Discussion
4. On February 1, 2019, Black Hills filed Advice Letter No. 1 with supporting attachments and pre-filed testimony.  The proposed effective date of the tariffs filed with Advice Letter No. 1 (Attachment A to this Decision) is March 4, 2019.  
5. Black Hills states that the intent of the advice letter filing is to reflect the consolidated operations of Black Hills/Colorado Gas Utility Company Inc. and Black Hills Gas Distribution, LLC into one public utility named Black Hills Colorado Gas, Inc.  This filing establishes the costs, rates, services, and tariff provisions of the operations of Black Hills.
6.  Black Hills is proposing to consolidate the base rates, general tariffs, transportation customer tariffs, gas cost adjustments (GCAs), construction allowances, extension policies, and existing rate riders of the two utility companies. The Company is also proposing to combine the three existing base rate areas into two newly-defined rate areas and the seven existing GCA areas into three newly-defined GCA regions.
7. Black Hills proposes to increase annual base rate revenues by approximately $2.5 million based on an overall annual revenue requirement of $73.2 million.  This represents an increase of 3.48 percent above the annual base revenues of the combined companies. The annual base rate revenues are based upon a revenue requirement study evaluating the Company's investments, revenues, and expenses for the 12-month period ending June 30, 2018, as adjusted for known and measurable and other pro forma changes through December 31, 2018.

8. In determining its annual revenue requirement, Black Hills proposes a 10.3 percent return on equity.  The Company also proposes a capital structure of 50.15 percent equity to 49.85 percent debt, with a cost of long-term debt of 4.32 percent.  The proposed composite weighted average cost of capital is 7.32 percent.
9. Black Hills seeks changes in the basic rate structures and relative amount of revenues collected from each customer class.  As such, all rate schedules for gas sales and transportation have been revised in the Company’s tariff Colorado P.U.C. No. 1.  
10. In addition, Black Hills also proposes to:
a)
establish a new Distribution Integrity Rider (DSIR) to provide for the timely recovery of safety and integrity investments;
b)
revise depreciation rates;
c)
revise the Line Extension Policy tariff and Construction Allowance calculation method;
d)
consolidate tariff provisions setting forth a gas hedging program, the Black Hills Energy Assistance Program (BHEAP), the Demand-Side Management Cost Adjustment, meter sampling program, minimum heating value, budget billing, therm conversion calculations, and fuel use, lost and unaccounted for gas;

e)
revise billing due dates and implement a new late payment fee;
f)
discontinue interruptible sales and transportation services;
g)
reinstate an Asset Optimization Plan providing for the sharing of revenues related to the release of interstate pipeline capacity;
h)
establish automatic enrollment of low-income customers in the BHEAP; and
i)
provide additional textual changes of a clarifying or housekeeping nature.
11. The proposed rate increase will affect residential and small commercial customers’ bills by approximately 8 percent in the proposed Central region, and by approximately 2.6 percent for customers in the Arkansas Valley.  Residential customers in the North/Southwest region will see an increase of approximately 5.13 percent in the North Eastern area, but a decrease of 3.2 percent in the North Central area.  Residential customers in the Western Slope region will see a decrease of approximately 1.2 percent, with gas storage customers having a larger decrease of approximately 6.62 percent.  
12. On February 12, 2019, Black Hills filed an Unopposed Motion for Extraordinary Protection relating to highly confidential individual employee salary and other 
compensation-related information (Motion for Extraordinary Protection).  In its motion, Black Hills argues that extraordinary protection is necessary to protect the privacy rights of the employees of the Company.  Black Hills states that it is not requesting a blanket prohibition; rather, it seeks to limit disclosure to Staff of the Public Utilities Commission and the Office of Consumer Counsel and to use identification codes instead of employee names. 

13. Pursuant to § 40-6-111(1), C.R.S., the Commission may, in its discretion, set the tariff pages for hearing which will suspend the effective date for 120 days from the proposed effective date, expiring on July 2, 2019.  If the Commission does not establish new tariffs before the expiration of the suspension period of 120 days, the tariff pages filed by Black Hills may become effective.  

14. Section 40-6-111(1), C.R.S., also provides that the Commission may, in its discretion, by a separate decision, suspend the effective date of the tariff page(s) for an additional 90 days. Thus, the Commission has the power and authority to suspend the effective date of the tariff pages for a maximum of 210 days.  

C. Conclusions and Findings

15. The Commission finds good cause to set for hearing, the tariffs submitted with Advice Letter No. 1 filed by Black Hills on February 1, 2019.

16. We refer this matter to an ALJ.
 Accordingly, the ALJ shall rule on the Motion for Extraordinary Protection. 
17. The Commission approved the acquisition of the SourceGas Companies (including SourceGas Distribution, LLC, which became Black Hills Gas Distribution, LLC and Rocky Mountain Natural Gas, LLC) by Black Hills Utility Holdings, Inc. (BHUH), a subsidiary of Black Hills Corporation, in Proceeding No. 15A-0667G.  By Decision No. R16-0058, issued January 22, 2016 in Proceeding No. 15A-0667G, the Commission granted the joint application regarding the proposed transaction, as modified by a settlement agreement, which was approved, in part, and denied, in part.  Notably, the settlement agreement stated that the integration of the SourceGas business would entail significant costs that “create long-term efficiencies.”
  A joint motion for expedited approval of Decision No. R16-0058 further stated that “BHUH’s integration activities will have benefits for customers, including a rate reduction.”

18. In light of the representations made by the settling parties in Proceeding 
No. 15A-0667G regarding long-term efficiencies and their impacts on rates, we direct the ALJ to address the Company’s compliance with the directives in Decision No. R16-0058 and to examine whether the consolidation of Black Hills/Colorado Gas Utility Company Inc. and Black Hills Gas Distribution, LLC resulted in efficiencies and cost savings as reflected in the overall annual revenue requirement of $73.2 million at issue in this Proceeding. 

19. Pursuant to § 40-6-111(1), C.R.S., the initial 120-day suspension period for the tariff pages submitted with Advice Letter No. 1 shall extend through July 2, 2019.  

20. A pleading to intervene may be filed by any person, firm, or corporation desiring to be a party and fully participate in this consolidated proceeding, as ordered below.  The filing of any other document protesting the tariff pages shall not allow participation as an intervenor in this matter.
II. ORDER

A. The Commission Orders That:

1. The proposed effective date, March 4, 2019, of the tariff pages filed by Black Hills Colorado Gas, Inc. (Black Hills) with Advice Letter No. 1 in Proceeding No. 19AL-0075G is suspended for 120 days until July 2, 2019, or until further order of the Commission.

2. This matter is referred to an Administrative Law Judge (ALJ), consistent with the discussion above.  The ALJ shall set a hearing date, rule on interventions, and establish other procedures by a separate decision(s).  
3. The Motion for Extraordinary Protection filed by Black Hills on February 12, 2019 is referred to an ALJ.
4. Any person, firm, or corporation, including any who have previously filed a document protesting the proposed tariff pages, who desire to intervene and participate as a party in this proceeding shall file a motion to intervene with the Commission within 30 days after the mailing date of this Decision and shall serve a copy of the notice or motion on Black Hills Colorado Gas, Inc.’s attorney of record. 

5. This Decision is effective upon its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
February 20, 2019.
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Doug Dean, 
Director
	THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO


JEFFREY P. ACKERMANN 
________________________________


FRANCES A. KONCILJA
________________________________


JOHN GAVAN
________________________________
                                        Commissioners




� Commissioner Koncilja disagreed and voted for the Commission to hear this matter en banc.  


� Settlement Agreement, filed November 17, 2015, Proceeding No. 15A-0667G, p. 6.


� Unopposed Joint Motion for Expedited Approval of Recommended Decision, filed January 25, 2016, Proceeding No. 15A-0667G, p. 3.
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