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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. On July 2, 2021, Public Service Company of Colorado (Public Service or Company) filed Advice Letter No. 1857-Electric.  Public Service seeks to amend its Colorado P.U.C. No. 8 – Electric tariff to reset the currently effective General Rate Schedule Adjustment (GRSA) and GRSA-Energy (GRSA-E) as applied to all base rates currently in effect, and make additional tariff changes.

2. Also on July 2, 2021, Public Service filed a Motion for Approval of Rate Effective Date and Rate Deferral Surcharge, Alternative Forms of Notice Including Supplemental Notice Proposal, and Waiver of Response Time, with Decision Requested by 
July 21, 2021 (Omnibus Motion).  Public Service requests a specific effective date for the rates established in this Proceeding, with authorization to defer “incremental revenue” between that rate effective date and the date when new rates take effect and are applied to customer bills.  Public Service further requests authorization to recover the deferred amount through a surcharge.
3. This Decision sets for hearing, the tariffs filed under Advice Letter No. 1857 and suspends their effective date to November 30, 2021.

4. Pleadings required to intervene in this matter shall be filed no later than 
August 13, 2021.  Responses to such pleadings shall be filed no later than August 16, 2021.
5. Consistent with the discussion below, we deny the Omnibus Motion.

B. Discussion

1. Advice Letter No. 1857

6. Through Advice Letter No. 1857, Public Service proposes an increase in its base rates to cause a modeled net increase in annual revenues of approximately $343 million. Public Service filed the Direct Testimony of more than 20 witnesses in support of the Advice Letter filing.  The tariff sheets filed with Advice Letter No. 1857 have an effective date of August 2, 2021.
7. Public Service explains that almost 27 percent of the change in modeled base rate revenue represents costs that are currently being recovered in other mechanisms and therefore is not incremental to the Company or to customer bills.  These costs generally reflect those currently being recovered through the Transmission Cost Adjustment and costs associated with the Cheyenne Ridge Wind Project currently being recovered through the Electric Commodity Adjustment.  After accounting for those costs, the total modeled increase in base rate revenues of $469.7 million nets to approximately $343 million.

Public Service states its calculated overall revenue requirement incorporates approximately $4.2 billion in capital that has been invested above what is currently included in the Company’s rate base since August 2019, the end of the test year used in the Company’s last electric rate case.
  Public Service explains that approximately 67 percent of the change in the 

8. cost-of-service rate base since the last rate case either is related to costs associated with programs and initiatives that the Commission has previously approved or is consistent with certain ratemaking determinations made by the Commission in past cases.  The programs and initiatives include the Advanced Grid Intelligence and Security Initiative (AGIS),
 the Wildfire Mitigation Program,
 the Community Resiliency Initiative,
 the Company’s Transportation Electrification Plan,
 and its Innovative Clean Technology
 projects. 

9. The cost-of-service study upon which Public Service calculates a cost-based revenue requirement uses a Future Test Year of calendar year 2022.  Public Service argues that the proposed 2022 test year is necessary to capture important and ongoing capital investment that is largely associated with those initiatives and programs the Commission has already approved.  Public Service further asserts that a 2022 test year best reflects the period of time when revised rates from this proceeding will be in effect.  
The modeled revenue requirement is also premised on an authorized return on equity (ROE) of 10 percent.  The requested 10 percent ROE combines with a 13-month average capital structure in the 2022 test year comprised of 55.64 percent equity, 43.07 percent long-term debt, 1.29 percent short-term debt, debt costs of 3.72 percent (long-term), and 0.77 percent (short-term) for an overall weighted average cost of capital (WACC) of 7.17 percent.  Public Service states that it will seek a higher ROE of 10.5 percent if the Commission rejects the 

10. 2022 test year and instead adopts a historical test year or a historical test year and an average rate base valuation as opposed to a year-end rate base valuation.  
11. If Public Service’s base rate increase is approved without modification, residential customers could see their bills rise on average by nearly 13 percent.  
12. In addition to the requested increase in base rates, Public Service seeks approval in this rate case of several additional items.

13. For example, Public Service seeks approval of a new Resiliency Service Tariff for a service provided to commercial and industrial customers to support resiliency through Company ownership, installation, operation, and maintenance of storage and generation assets located on the customer’s premise.  

14. Public Service also requests Commission authorization to treat prudently incurred investigatory costs as Construction Work in Progress (CWIP) and to accrue an Allowance for Funds Used During Construction for the development of a new pumped hydro facility because of the long-lead time for such a resource. If the Commission decides that the Company should not continue to develop the pumped hydro project, Public Service requests authorization to reclassify the costs from CWIP to a regulatory asset, to establish an appropriate amortization period to recover the costs, and to permit recovery of the costs as part of base rates with carrying costs set at the WACC.

Public Service further proposes to include the forecasted Distributed Intelligence capital additions through year-end 2022 in rate base and to include the operations and maintenance (O&M) expenses forecasted for 2022 in the modeled cost of service.
  In addition, 

15. the Company seeks approval to establish a baseline for Distributed Intelligence capital and O&M costs consistent with the 2022 level of costs and to defer costs above that baseline, as well as any revenue the Company receives related to the application of Distributed Intelligence, through inclusion in the AGIS tracker that was established in Proceeding No. 16A-0588E.
16. Public Service seeks authority to continue its currently-in place Quality of Service Plan through 2024.
 

17. Public Service seeks approval of an Electric Generation Performance Mechanism.   The Company explains that Staff’s report on its investigation into continuing operations and equipment problems at the Comanche 3 generation unit recommended that the Commission establish a performance standard for Company-owned generation units. 
   For some units, Public Service proposes an Equivalent Availability Factor-based metric, and for other units, Public Service proposes an Equivalent Forced Outage Factor-based metric. These performance metrics are intended to provide Public Service an additional incentive to ensure its generation units are available to deliver reliable power and are in operation at the times they are needed most.
18. Public Service seeks to update the Residential Decoupling Adjustment Pilot Tariff revenue baseline to reflect the billing volumes and revenue amounts authorized in this Proceeding.

19. Public Service further updates the Charges for Rendering Service and Maintenance Charges for Street Lighting Service and add references to Schedule Metered Street Lighting in the Street Lighting Rules and Regulations to be consistent with Schedule Energy Only Street Lighting.

20. On July 13, 2021, Staff filed a Letter of Protest.  Staff suggests that the determination as to whether the rates are just and reasonable requires further investigation, and, considering the significant issues that require further investigation, Staff requests that the Commission suspend the tariff sheets and set the matter for hearing.

21. 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.  If no new tariffs are established by the Commission before the end of the 120-day suspension period, in this instance November 30, 2021, and if the Commission does not further suspend the effective date of the tariffs pursuant to § 40-6-111(1), C.R.S., the tariff pages filed by Public Service may become effective.

22. 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 130 days. Thus, the Commission has the power and authority to suspend the effective date of the tariff pages for a maximum of 250 days.  If the Commission further suspends the effective date of the tariff pages for an additional 130 days, and if no new tariffs are established by the Commission before the end of the suspension period, the tariff pages filed by Public Service may become effective.
2. Omnibus Motion

23. The tariff sheets filed with Advice Letter No. 1857 include a GRSA, which increases each component of the Company’s base rate schedules proportionally by a percentage to cause an increase in base rate revenues, and a GRSA-E, which is a per-kWh charge instead of a percentage surcharge that is also intended to cause a general increase in base rate revenues.  As acknowledged by Public Service in the Omnibus Motion, the Commission’s setting for hearing and suspension of these specific tariff sheets initiates a “Phase I” rate case. 

24. Public Service proposes, however, to process this rate case as a combined 
“Phase I and Phase II” proceeding in a staggered fashion.  In brief, the Commission considers a utility’s request for an overall increase in base rates based on changes in the utility’s model revenue requirements in a Phase I rate proceeding, whereas a Phase II rate proceeding involves the allocation of the modeled costs across the Company’s rate classes and the establishment of the specific base rates to be set forth on the tariff schedules applicable to each rate class designed to match the modeled revenue requirements assigned to the class. 

25. In Advice Letter No. 1857, in the Direct Testimony filed by Public Service in support of the proposed rate increases, and in the Omnibus Motion, the Company explains that it currently has an electric Phase II rate pending before the Commission in Proceeding 
No. 20AL-0432E and that the outcome of that rate case will result in changes to the Company’s current base rates and elimination of the currently effective GRSA and GRSA-E. Public Service further explains that if the Company were to present Phase II testimony at this time explaining how the changes requested in this case would affect the Company’s current rates, that testimony would become obsolete as soon as the Commission issues its decision in Proceeding 
No. 20AL-0432E. 

26. Public Service proposes to file its Phase II requests and supporting documentation by submitting an amended advice letter filing in this Proceeding accompanied with Supplemental Direct Testimony after the Commission issues its decision on exceptions in Proceeding 
No. 20AL-0432E.  The target date for this filing is September 30, 2021.  
27. Public Service argues that this staggered, combined rate case format will enable the Company’s Phase II proposals to be informed by the Commission’s decision in the pending case, simplify and improve the effectiveness of customer noticing, and enable more time for the Commission and interested parties to process the entirety of this rate case.  Public Service also explains that by amending Advice Letter No. 1857 to file its Phase II requests, the statutory deadline would likely be extended from April 2022 to July 2022.

28. As detailed in the Omnibus Motion, Public Service states that to facilitate a combined Phase I and II rate case process while addressing the Company’s need for “timely rate relief,” the Company requests the Commission establish April 1, 2022 as the “Rate Effective Date” and July 8, 2022 as the “Rate Implementation Date” when new rates from this case would be implemented on customer bills.  According to the terms of the proposal, the Rate Effective Date represents when the Company would be entitled to “incremental base rate revenues” that would be deferred for collection after accruing from April 1, 2022 through July 7, 2022 for amortization and recovery at a later time.  Public Service would implement a Rate Deferral Surcharge beginning in October 2022 to recover the incremental revenue attributable to the new rates during the approximate three-month period from April 1, 2022 through July 7, 2022.   

Public Service states that this proposal, if approved, would extend the time period in which this combined rate case can be processed by at least 60 days.  The Company further states that a combined case filed in the manner would allow the results of the Commission’s 

29. ultimate decisions in Proceeding No. 20AL-0432E to be reflected in base rates prior to the Company providing extended customer noticing, reducing potential consumer confusion regarding the actual impact of this case.  The Company further argues that the Commission and intervenors will be served by a more holistic view of the impacts that the Commission’s decisions will have on individual customer classes. 

30. Concerning the request to use alternative forms of notice, Public Service seeks approval of one course of action if the combined rate case proposal is adopted by the Commission by June 21, 2021 and an alternative request for a “standalone Phase I” if the combined rate case proposal is not adopted.  Public Service states that if the Commission prefers not to approve the Company’s proposal, it is important for the Company to proceed with the Phase I proceeding as filed and obtain a timely resolution. In this circumstance, Public Service “maintains its request for an April 1, 2022 rate effective date for this proceeding, if suspended, which would also serve as the date updated rates are implemented on customer bills through a GRSA and GRSA-E.”

Public Service asks the Commission to waive response time to the Omnibus Motion and to approve any other waivers or variances that may be necessary to grant the requested relief.  In support of its request to waive response time, Public Service states that: “Due to the Company’s current need for rate relief and the significant investments it is undertaking to provide reliable, safe, environmentally-sound, and cost-effective electric service to customers, time is of the essence with respect to the rate effective date for this proceeding.”
  The Company further states that time is of the essence because it, the Commission, and any 

31. interested persons need to know the potential scope of this case.  Public Service also argues that a waiver of response time to the Motion will not prejudice any potential parties to the proceeding, as granting this Motion will only extend the total time any intervenor will have to develop the case overall.  

32. According to the conferral statement in the Omnibus Motion, Public Service states that because there are no parties to the Proceeding, no conferral was required.

33. Finally, in its protest letter filed on July 13, Staff is concerned that the proposed filings and subsequent surcharge adds substantial complexity to the process of determining just and reasonable rates and to customers’ bills. Staff suggests that the Commission invite Public Service to withdraw the Phase II portion of this filing to proceed without the need for added complexity.

C. Conclusions and Findings

34. The Commission finds good cause to set for hearing, the tariffs submitted with 
Advice Letter No. 1857.

35. The initial suspension period for the tariff pages submitted with the tariff pages submitted with Advice Letter No. 1857 shall extend through November 30, 2021.
36. A pleading to intervene may be filed by any person, firm, or corporation desiring to be a party and fully participate in this proceeding, as ordered below.  The filing of any other document protesting the tariff pages shall not allow participation as an intervenor in this matter.  
37. We deny the Omnibus Motion.  The relief requested in the Omnibus Motion is too substantial to grant without having given all interested persons an opportunity to respond.  We further decline to decide in a rushed manner to allow for the deferral, amortization, and recovery of claimed incremental revenues through a Rate Deferral Surcharge.   

38. With respect to the requests to use alternative forms of notice, we note that Public Service provides no bill “onsert” or customer email language describing the “standalone Phase I” approach.  And, the legal notice that the Company proposed is confusing because it discusses the “contingent” Phase II process that we have just denied.  Therefore, we deny the Company’s request to use the alternative forms of notice that it included in its Omnibus Motion.

39. Public Service may submit for approval a clearer request for using alternative forms of notice given that the Omnibus Motion is denied. 
II. ORDER

A. The Commission Orders That:

1. The proposed effective date, August 2, 2021, of the tariff pages filed by Public Service Company of Colorado (Public Service) with Advice Letter No. 1857-Electric is suspended until November 30, 2021, or until further order of the Commission.

2. This matter is set for hearing.
3. 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 no later than August 13, 2021 and shall serve a copy of the notice or motion on Public Service’s attorney of record.  
4. Responses to pleadings for intervention shall be filed no later than August 16, 2021.

5. The Motion for Approval of Rate Effective Date and Rate Deferral Surcharge, Alternative Forms of Notice Including Supplemental Notice Proposal, and Waiver of Response Time, with Decision Requested by July 21, 2021 filed by Public Service on July 2, 2021 is denied, consistent with the discussion above.
6. This Decision is effective on its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING 
July 14, 2021.
	 (S E A L)
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