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I. STATEMENT

A. Procedural Background

1. On November 1, 2018, Atmos Energy Corporation (Atmos) filed the Application that initiated this proceeding.  The Application seeks approval of its proposed project to improve its Geographical Information System (GIS) and to recover the costs of the improvements through the System Safety and Integrity Ride (SSIR), which the Commission first approved in Proceeding No. 15AL-0299G.  In support of the Application, Atmos filed the written direct testimony of Jennifer G. Ries, Eric R. Boutwell, and Lawrence A. Treadway.  Atmos also submitted Attachments supporting Ms. Ries’ direct testimony.   
2. The Commission issued a Notice of Application on November 2, 2018.  
3. On November 30, 2018, the Colorado Office of Consumer Counsel (OCC) filed a Notice of Intervention of Right, Entry of Appearance, and Request for Hearing.

4. On December 5, 2018, Staff of the Colorado Public Utilities Commission (Staff) filed a Notice of Intervention as of Right, Entry of Appearance, Notice Pursuant to Rule 1007(a) and Rule 1401, and Request for Hearing.  

5. On December 12, 2018, the Commission deemed the Application complete and referred the proceeding to an Administrative Law Judge (ALJ).  The proceeding was subsequently assigned to the undersigned ALJ. 

6. On January 14, 2019, the ALJ issued Decision No. R19-0050-I that scheduled a prehearing conference for January 24, 2019 at 1:30 p.m.  Decision No. R19-0050-I also extended the statutory deadline by 90 days pursuant to § 40-6-109.5(1), C.R.S.

7. On January 22, 2019, Staff filed an Unopposed Motion to Vacate Prehearing Conference and for a Waiver of Response Time (Unopposed Motion).  In the Unopposed Motion, Trial Staff stated that the parties had reached a settlement agreement in principle, but had not yet reduced the agreement to writing.  Staff further stated that the parties would submit the settlement agreement by the end of January 2019.  Based on the foregoing, Staff requested that the prehearing conference be vacated. 

8. On January 23, 2019, the ALJ issued Decision No. R19-0087-I that granted the Unopposed Motion, vacated the prehearing conference, and ordered the parties to submit the settlement agreement by January 31, 2019. 

9. On January 30, 2019, the parties submitted an Unopposed Joint Motion to Approve Stipulation and Settlement and for Waiver of Response Time (Unopposed Joint Motion).  The parties attached public and confidential versions of the settlement agreement to the Unopposed Joint Motion (Settlement Agreement).   

B. Application, Interventions, and Settlement 

1. Background of Application

10. In Proceeding No. 15AL-0299G, the Commission approved a settlement between Atmos and the parties to that proceeding that created the SSIR to provide Atmos timely recovery of safety and reliability capital investments and to help reduce the frequency of base rate proceedings.  The Commission’s approval was for an initial three-year term from January 1, 2016 to December 31, 2018.  As approved, the SSIR could recover through volumetric charges only capital expenditures associated with high and moderate risk projects involving the replacement of bare steel and polyvinyl chloride plastic (PVC) pipe.
  Under the settlement agreement entered into by the parties in Proceeding No. 15AL-0299G, Atmos could seek recovery through the SSIR of the costs of projects other than the replacement of PVC and bare steel pipe, but the parties to that proceeding could challenge the inclusion of the projects in the SSIR.
  

11. The Commission also required Atmos to make certain annual filings with the Commission, including an SSIR five-year forecast, an SSIR cost recovery request, a confidential Distribution Integrity Management Program, and information establishing that the total bill increase for sales customers associated with the SSIR was not to exceed 2.5 percent per year.  The annual SSIR five-year forecast (Five-Year Forecast) was required to include: “SSIR prioritization results, project name, project scope, project prioritization score, estimated construction start and completion dates, project cost estimate, discussion of risk modifiers, . . .  and status update.”
  The Commission ordered Atmos to file its first advice letter containing this information by February 1, 2016 with an effective date of February 29, 2016.  For 2017 and 2018, the Commission set a deadline of November 1 for Atmos to file the advice letter with an effective date of the subsequent January 1.
  Beginning in 2017, the Commission also required Atmos to file a “true-up report” to “match final costs with revenues collected” by February 1,
 and a separate report by April 30 of each year “describing the Projects completed in the prior year and their associated costs.”

12. In Atmos’ 2017 Phase I rate case (Proceeding No. 17AL-0429G), Atmos requested and the Commission approved the five-year extension of the SSIR through December 31, 2023.  The Commission maintained the 2.5 percent per year limit on bill increases for sales customers and the same SSIR filing and review process initially approved by the Commission.
  The Commission also approved, among other things, a tariff modification to require the true-up report and the “SSIR Cost Prudency Review” to be submitted by March 15 of each year during the extension.
  The latter is the report “describing the Projects completed in the prior year and their associated costs” that had previously been due on April 30.  

13. As required by the tariff modification, Atmos filed an application on March 15, 2018 for an order approving system safety and integrity costs recovered through the SSIR for the period January 1, 2017 through December 31, 2017 (Proceeding No. 18A-0165G).
  Staff intervened in the proceeding.  Atmos and Staff then entered into a stipulation and settlement agreement that, among other things, required Atmos to file on or before November 1, 2018 an application requesting Commission approval of a project designed to improve the Company’s integrity data systems.
  The Commission approved the settlement in Decision No. R18-0818.
 

2. Application 

14. On November 1, 2018, Atmos filed the Application required by the Commission’s Decision No. R18-0818 issued in Proceeding No. 18A-0165G on September 14, 2018.  As noted above, the Application seeks approval of its proposed project to improve Atmos’ GIS and to recover the costs of the improvements through the SSIR.  According to the parties in this proceeding, “[t]he purpose of the GIS Integrity Data Initiative is to digitize, fortify, and incorporate the Company’s existing paper pipeline integrity data and legacy records into a more functional and accurate electronic platform thus allowing easier accessibility and usability by the Company’s operating, engineering, and maintenance/construction personnel from both office and field environments.”
  Atmos asserts that the “[t]he GIS improvement project will enable the Company to better comply with [the Pipeline and Hazardous Materials Safety Administration’s] (PHMSA) Distribution Integrity Management guidelines for utilities to ‘know their system,’ and will improve the Company’s ability to meet its compliance and reporting obligations and efficiently and effectively manage its pipeline construction and maintenance projects.”

15. In the Application, Atmos proposed 

a three-step process to incorporate existing integrity data and legacy records into the GIS.  The three steps are: (1) scanning and indexing historical paper files which currently reside at the Company’s service centers throughout Colorado, (2) inputting the indexed records into the GIS, and (3) record completion by filling any “gaps” that are found after the indexed records are inputted to the GIS.
 

The parties refer to the first two steps as “non-field work” and the third step as “field work.”  Atmos estimated that the three steps (i.e., both the non-field and field work) would take 60 months to complete at an estimated cost of $9,573,377.
  Atmos further proposed to exclude the GIS cost recovery from the annual 2.5 percent limit on bill increases for sales customers resulting from the SSIR expenditures first established in Proceeding No. 15AL-0299G.  Instead, Atmos stated that under its proposal the 2.5 percent cap would continue to apply only to the existing SSIR projects that were approved in Proceeding Nos. 15AL-0299G and 17AL-0429G, (which Atmos refers to as the “Bare Steel and PVC Projects”).
  Finally, Atmos did not propose to expand the Five-Year Forecast to include the GIS projects.  

3. Interventions

a. Staff
16. Staff intervened in the proceeding to address three issues.  First, Staff stated 
that Atmos should be required to make an annual filing for the GIS projects proposed 
in this proceeding similar to the Five-Year Forecast for the projects approved in Proceeding 
No. 15AL-0299G.
  As noted above, Atmos did not propose to expand the scope of the 
Five-Year Forecast to include the proposed GIS projects. 

17. Second, Staff questioned whether the recovery of the GIS project costs should be excluded from the 2.5 percent rate cap imposed on the other SSIR projects.  Staff suggested that it would use the discovery process to determine its position on that issue.
  

18. Finally, Staff noted that Atmos “included an amortization or depreciable life of 30 years in their cost recovery calculation for the GIS asset.”
  Staff then stated that “a Commission decision approving the application should also approve the specific depreciation rate or depreciable life to provide certainty going forward.”

b. OCC

19. The OCC intervened in this proceeding to address: (a) the overall scope and cost of the project; (b) the method of cost recovery for the project; (c) whether the project that Atmos asserts will “enable [Atmos] to better comply with PHMSA Distribution Integrity Management”
 and should be held to the same ratepayer impact as other SSIR projects; and (d) whether the costs associated with the GIS project designed to improve Atmos’ integrity data systems should be subject to the 2.5 percent annual cap established for Atmos’ current SSIR.
  

4. Settlement Agreement

The Settlement Agreement reached by the parties resolves disagreements concerning three issues addressed in the Application and in the Interventions.  As to the other issues disputed or potentially disputed by Staff and the OCC, the parties state that the Settlement Agreement “resolves the issues which were or could have been raised in this proceeding in a way that is just, reasonable, and in the public interest.”
  The parties also state that “approval of the Stipulation and Settlement Agreement would yield a just, equitable, and reasonable resolution of all issues which were or could have been contested by the parties in this proceeding.”
  Similarly, in the Settlement Agreement, the parties state that approval of the Settlement Agreement would be in the public interest.
  Finally, the parties agree that the Settlement 

20. Agreement is the product of compromise and that each party is permitted to withdraw therefrom if the Commission “rejects or materially alters” it.  Notice of such withdrawal must be provided to the other parties within seven days of the Commission Decision rejecting or materially altering the Settlement Agreement.
  
21. The three disputed issues resolved by the Settlement Agreement are summarized below.   

a.
Steps One and Two of the GIS Project

22. In the Settlement Agreement, the parties agree that only the costs of the first two steps of the three-step process proposed by Atmos (i.e., the non-field work) may be recovered through the SSIR at this time.
  These steps are the scanning and indexing of historical paper files and the inputting of the scanned and indexed files into the GIS.  The parties also agree that Atmos will meet and confer with the OCC and Staff about “the proper content” of any future “[a]pplication to initiate the third step” (i.e., the field work) before such an application is filed.
  

23. The parties further agree that Atmos will file amended Revised Tariff Sheet Nos. 27 and 28 that include only steps one and two of the GIS Project.  The parties attached those revised tariff sheets to the Settlement Agreement with redlining showing the revisions.
  Additionally, the parties agree that Atmos will refile portions of their modified 2019 SSIR November filing (both the 2019 SSIR Annual Projects and the Company’s SSIR Five-Year Plan) that includes defined yearly projects and capital budget costs for each of those individual projects that collectively comprise steps one and two for each of Atmos’ operating regions.  The parties attached these revised documents to the Settlement Agreement as well.

24. Finally, the parties agree that Atmos: (a) will implement new SSIR rates to reflect the inclusion of steps one and two of the GIS Project within 30 days of a Commission order accepting their Stipulation; and (b) any difference between the as-filed revenue requirement and the actual revenue requirement shall be addressed in its true-up filings.
 

b.
Step Three of the GIS Project

25. The parties agree that Atmos may file an Application to recover the capitalized costs of step three of the GIS Project when Atmos has completed (or is close to completing) steps one and two for a given region or regions.  The third step is the process of completing the records by filling any “gaps” that are found after the indexed records are inputted into the GIS.  It has been otherwise referred to by the parties as “field work.”  

c. The 2.5 Percent Threshold

26.  Finally, the parties agree that the recovery of the GIS project costs shall be included in the 2.5 percent annual rate increase cap imposed on the other SSIR projects.  As a result, the total bill increase for sales customers resulting from the costs incurred from all of the projects included in the SSIR – including the GIS project – shall not exceed 2.5 percent per year. 

C. Analysis

1. Jurisdiction.

27. Atmos is a public utility that provides regulated natural gas service to its ratepayers in Colorado.  As a public utility, Atmos provides regulated natural gas service pursuant to tariffs on file with the Commission.  Accordingly, the Commission has jurisdiction over the subject matter of this Proceeding.  Likewise, the Commission has jurisdiction over the Parties.  

2. Modified Procedure

28. The Application, as modified by the Settlement Agreement executed by all of the parties in this proceeding, is uncontested.  Moreover, the parties agree that a hearing is unnecessary.  Finally, the Application is accompanied by sworn testimony and attachments that verify sufficient facts to support the Application and Settlement Agreement.  Accordingly, pursuant to § 40-6-109(5), C.R.S., and Commission Rule 1403,
 the Application, as modified by the Settlement Agreement, will be considered under the modified procedure, without a formal hearing.
3. Stipulation and Settlement Agreement
29. Based upon substantial evidence in the record as a whole, the ALJ finds and concludes that the Settlement Agreement is just and reasonable and not contrary to the public interest.  The ALJ shall approve the Settlement Agreement without material modification and shall grant the Application, as modified and clarified by the Settlement Agreement.  Based on the foregoing, the hearing currently scheduled for March 11 through 13, 2019 shall be vacated.  
30. In accordance with § 40-6-109, C.R.S., it is recommended that the Commission enter the following Order.

II. ORDER

A. The Commission Orders That:

1. The Unopposed Joint Motion to Approve Stipulation and Settlement and for Waiver of Response Time (Unopposed Joint Motion) filed on January 30, 2019 by Atmos Energy Corporation (Atmos), Trial Staff of the Colorado Public Utilities Commission (Staff), and the Office of Consumer Counsel (OCC) is granted, consistent with the discussion above.  
2. Response time to the Unopposed Joint Motion is waived. 
3. Consistent with the findings, discussion, and conclusions in this Decision, the Stipulation and Settlement Agreement between Atmos, Staff, and the OCC filed on January 30, 2019, is approved without material modification.  The public/redacted version of the Stipulation and Settlement Agreement is attached to this Decision as Appendix A.  

4. The Application filed on November 1, 2018 by Atmos for an Order Approving its GIS Improvement Project and Recovery of the Associated Costs through the System Safety and Integrity Rider, as modified by the Stipulation and Settlement Agreement, is granted.

5. The hearing scheduled for March 11 through 13, 2019 is vacated.  

6. Proceeding No. 18A-0765G is closed. 

7. This Recommended Decision shall be effective on the day it becomes the Decision of the Commission, if that is the case, and is entered as of the date above.  

8. As provided by § 40-6-109, C.R.S., copies of this Recommended Decision shall be served upon the parties, who may file exceptions to it.  

a) If no exceptions are filed within 20 days after service or within any extended period of time authorized, or unless the decision is stayed by the Commission upon its own motion within 20 days after service, the recommended decision shall become the decision of the Commission and subject to the provisions of § 40-6-114, C.R.S.

b) If a party seeks to amend, modify, annul, or reverse basic findings of fact in its exceptions, that party must request and pay for a transcript to be filed, or the parties may stipulate to portions of the transcript according to the procedure stated in § 40-6-113, C.R.S.  If no transcript or stipulation is filed, the Commission is bound by the facts set out by the administrative law judge and the parties cannot challenge these facts.  This will limit what the Commission can review if exceptions are filed. 

9. If exceptions to this Decision are filed, they shall not exceed 30 pages in length, unless the Commission for good cause shown permits this limit to be exceeded.
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Doug Dean, 
Director
	THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO


CONOR F. FARLEY
________________________________
                     Administrative Law Judge
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