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I. STATEMENT
1. This Recommended Decision approves a Stipulation and Settlement Agreement (Stipulation) between Atmos Energy Corporation (Atmos Energy) and Trial Staff of the Colorado Public Utilities Commission (Staff), without material modifications, and grants Atmos Energy’s Application to approve the system safety and integrity costs incurred through December 31, 2017, which have been reflected in Atmos Energy’s System Safety and Integrity Rider (SSIR).    

A. Procedural History.

2. On March 15, 2018, Applicant Atmos Energy filed with the Commission, an Application requesting an order from the Commission approving the system safety and integrity costs incurred through December 31, 2017 that have been reflected in Atmos Energy’s SSIR.  Attachments to the Application describe the four system safety and integrity projects Atmos Energy completed in 2017, including:  a comparison of estimated activities and actual activities; an explanation of the revenue requirement calculations for the 2017 SSIR; and a “true-up” that matches final costs with revenues collected.
3. This Application was filed pursuant to the SSIR filing and review process established by the Commission in Proceeding No. 15AL-0299G and continued by the Commission in Proceeding No. 17AL-0429G.  
4. On March 16, 2018, the Commission issued a Notice of Application Filed establishing deadlines for the filing of interventions and requests for a hearing.  The deadline for Staff to file a notice of intervention of right was April 16, 2018.  
5. On May 1, 2018, by operation of Rule 1303(c)(III) of the Rules of Practice and Procedure, 4 Code of Colorado Regulations (CCR) 723-1, the Application was deemed complete for purposes of § 40-6-109.5, C.RS. 
6. Atmos Energy did not file supporting direct testimony and attachments with its Application.  Pursuant to § 40-6-109.5(2), C.R.S., Applicant initially sought a Commission decision within 210 days after the Application was deemed complete, or no later than November 27, 2018.  
7. During the Commission’s weekly meeting held May 23, 2018, the matter was referred to an Administrative Law Judge (ALJ) for disposition.  This Proceeding was subsequently assigned to the undersigned ALJ. 
8. In Decision No. C18-0391-I (mailed on May 29, 2018), the Commission granted a Motion for Late Intervention filed by Staff on May 21, 2018, and vacated the filing deadlines stated in the Notice of Application Filed.  
9. Atmos Energy and Staff are the only parties to this Proceeding.  
10. Decision No. R18-0398-I (mailed on May 30, 2018) scheduled a Prehearing Conference for Thursday, June 14, 2018 at 9:30 a.m.  Decision No. R18-0398-I also directed the Parties to consult prior to the Prehearing Conference about a procedural schedule and hearing date(s).  Atmos Energy was directed to file a pleading, no later than June 11, 2018, stating any agreements on a procedural schedule and hearing date(s) and advising whether the Prehearing Conference was still needed.
 

11. On June 11, 2018, Atmos Energy filed an Unopposed Motion to Adopt Procedural Schedule, Vacate Prehearing Conference, and for Waiver of Response Time.  Atmos Energy had consulted with counsel for Staff and had reached agreements on a procedural schedule, modifications to discovery response times, hearing date, and other procedural matters.  Atmos Energy requested inter alia that the ALJ vacate the prehearing conference and waive response time because the relief sought was unopposed.
 

12. Decision No. R18-0444-I (mailed on June 12, 2018) granted in part the Unopposed Motion to Adopt Procedural Schedule, Vacate Prehearing Conference, and for Waiver of Response Time and vacated the Prehearing Conference.  Decision No. R18-0444-I also waived response time to the unopposed motion.  

13. In Decision No. R18-0463-I (mailed on June 14, 2018), the ALJ set the Application for hearing on August 10, 2018.  The ALJ also established a procedural schedule with the following material deadlines:  (1) Atmos Energy’s Direct Testimony and Attachments were to be filed by June 27, 2018; (2) Staff’s Answer Testimony and Attachments were to be filed by July 25, 2018; (3) Atmos Energy’s Rebuttal Testimony and Attachments were to be filed by August 3, 2018; and (4) Stipulations and/or a Settlement Agreement were to be filed by August 6, 2018.  The evidentiary hearing was scheduled for August 10, 2018.  
14. On June 27, 2018, Atmos Energy filed the Public and Confidential versions of the Direct Testimony and Attachments of Ms. Jennifer G. Ries and the Direct Testimony and Attachments of Mr. Eric R. Boutwell.  
On July 26, 2018, Atmos Energy filed an Unopposed Motion to Modify Procedural Schedule and for Waiver of Response Time, advising the ALJ that the Parties had negotiated a settlement in principle, but that the Parties needed time to prepare a written Stipulation and Settlement Agreement.  Atmos Energy would file Supplemental Direct Testimony and Attachments along with the written Stipulation.  Atmos Energy requested that the pre-hearing 

15. filings dates for Staff’s Answer Testimony and Attachments and Atmos Energy’s Rebuttal Testimony and Attachments be vacated, and committed to file the Stipulation on or before August 6, 2018.
  Staff did not oppose the relief requested.

16. Decision No. R18-0612-I (mailed on July 27, 2018) granted in part the Unopposed Motion to Modify Procedural Schedule and for Waiver of Response Time, vacated the prehearing filing dates for Answer Testimony, Rebuttal Testimony, and related Attachments, and waived response time.  Atmos Energy was directed to file the Stipulation and Supplemental Direct Testimony and Attachments with the Commission on or before August 6, 2018.  Decision No. R18-0612-I reserved, if needed, the August 10, 2018 date for a hearing on the Stipulation.  
17. On August 3, 2018, Atmos Energy and Staff filed an Unopposed Joint Motion to Approve Stipulation and Settlement Agreement, to Modify Procedural Schedule, and for Waiver of Response Time, with the Stipulation as an attachment to the motion.  Atmos Energy and Staff asserted that the Stipulation resolves all contested issues in this Proceeding and that the settlement is just, reasonable, and in the public interest.  For those reasons, Atmos Energy and Staff argued that additional testimony in support of the settlement was not necessary and requested that the hearing on the Stipulation be vacated.  Atmos Energy and Staff concurrently filed the Supplemental Direct Testimony and Attachment of Eric R. Boutwell in support of the Stipulation.

18. Decision No. R18-0640-I (mailed on August 7, 2018) granted in part the Unopposed Joint Motion to Approve Stipulation and Settlement Agreement, to Modify Procedural Schedule, and for Waiver of Response Time; vacated the remaining procedural filing deadlines; vacated the August 10, 2018 hearing on the Stipulation; and waived response time.  

19. On August 7, 2018, Atmos Energy filed Affidavits from Ms. Jennifer G. Ries, attesting to her Direct Testimony and Attachments, and from Mr. Eric R. Boutwell, attesting to his Direct Testimony and Attachments and his Supplemental Direct Testimony and Attachment.

20. The ALJ has reviewed the Commission’s file in this Proceeding for public comments.  As of the date this Recommended Decision issued, no public comments have been filed with the Commission.  

21. In rendering this Decision, the ALJ has carefully reviewed and considered all 
pre-filed testimony and attachments filed in this Proceeding by Atmos Energy, even if this Decision does not specifically address all of the pre-filed testimony and attachments.  The ALJ has also carefully reviewed and considered the Stipulation, even if this Decision does not specifically address all components of the Stipulation.  

22. In accordance with § 40-6-109, C.R.S., the ALJ now transmits to the Commission the record of this Proceeding, along with a written Recommended Decision.
II. FINDINGS, DISCUSSION, AND CONCLUSIONS

A. Jurisdiction.

23. Atmos Energy is a public utility as defined in § 40-1-103(1)(a)(I), C.R.S., that provides regulated natural gas service to its ratepayers in Colorado.  As a public utility, Atmos Energy provides regulated natural gas service pursuant to tariffs on file with the Commission.  

24. Staff is litigation Staff of the Commission as identified in the notices filed in this Proceeding filed pursuant to Rule 1007(a) of the Rules of Practice and Procedure, 4 CCR 723-1.  
25. The Commission has jurisdiction over the subject matter of this Proceeding.  

26. The Commission has jurisdiction over the Parties.  

27. Pursuant to Rule 1501(c) of the Rules of Practice and Procedure, 4 CCR 723-1, the ALJ takes administrative notice of the Public and Confidential versions of the Direct Testimony and Attachments of Ms. Jennifer G. Ries, the Direct Testimony and Attachments of Mr. Eric R. Boutwell, and the Supplemental Direct Testimony of Eric Boutwell and Confidential Attachment ERB-7.
B. Background.  

28. In Proceeding No. 15AL-0299G, Atmos Energy proposed the SSIR in order to provide timely recovery of safety and reliability investments and to help reduce the frequency of base rate proceedings.  

29. On October 23, 2015, Decision No. R15-1146 approved a Stipulation and Settlement Agreement between Atmos Energy and the parties to that proceeding
 and authorized the SSIR to recover capital investments associated with pipeline integrity projects for an initial three-year term from January 1, 2016 through December 31, 2018.  As approved, the SSIR could recover only capital expenditures associated with high and moderate risk projects.  Atmos Energy was required to make certain annual filings with the Commission, including an SSIR Five-Year Forecast, an SSIR Cost Recovery Request, and a confidential Distribution Integrity Management Program.  After the first SSIR submittal on February 1, 2016, Atmos Energy was to file subsequent annual submittals no later than November 1, corresponding to the SSIR with an effective date of the subsequent January 1.  Beginning in 2017, Atmos Energy was to file an SSIR Cost Recovery Prudence Review no later than each April 30.  Finally, the total bill increase for sales customers associated with the SSIR was not to exceed 2.5 percent per year, and the SSIR would be assessed only through volumetric charges.
  

30. In Decision No. C15-1187, the Commission allowed the first SSIR to take effect on January 1, 2016, and otherwise affirmed Decision No. R15-1146 regarding the SSIR.
  

31. In its 2017 Phase I rate case, Proceeding No. 17AL-0429G, Atmos Energy requested to extend the existing SSIR for five more years – from January 1, 2019 through December 31, 2023 – and to continue the same SSIR filing and review process as initially approved by the Commission in Proceeding No. 15AL-0299G.  Decision No. R18-0014 approved the five-year extension of the SSIR, with the 2.5 percent per year limit on bill increases for sales customers, and continued the same SSIR filing and review process initially approved by the Commission.  Decision No. R18-0014 also approved three unopposed modifications to the SSIR: (1) a tariff modification to require the true-up report that matches final costs with revenues collected and the SSIR Cost Prudency Review to be submitted by March 15 each year during the extension; (2) a methodology for calculating deferred income taxes with an 
off-set for net operating loss to be included in the calculation of the revenue requirement; and (3) a revised calculation of depreciation expense on a basis that more accurately reflects how depreciation is recorded on Atmos Energy’s books and records.
  

32. In Decision No. C18-0311, the Commission affirmed the five-year extension of the SSIR and the continued SSIR filing and review process under the terms and conditions as set forth in the Recommended Decision.
  

33. The Commission encourages the settlement of contested proceedings.  Rule 1408 of the Rules of Practice and Procedure, 4 CCR 723-1.
C. The Stipulation and Settlement Agreement.

34. Through several settlement negotiation sessions, Atmos Energy and Staff arrived at this Stipulation which resolves all of the issues that were or could have been raised by Atmos Energy and Staff in this Proceeding.  The terms of the settlement were reduced to writing in the Stipulation.  
35. In order to provide additional detail to support the Application and the Stipulation, Atmos Energy filed the Supplemental Direct Testimony of Eric Boutwell and Confidential Attachment ERB-7, detailing the SSIR costs that were incurred from January 1, 2017 through December 31, 2017.  
36. Atmos Energy and Staff have agreed that the Commission should approve Atmos Energy’s 2017 actual SSIR costs as set forth in the Application, in Atmos Energy’s pre-filed testimony, in Atmos Energy’s supplemental direct testimony, and in the related Attachments.  
The SSIR process consists of two filings:  an advice letter filing of the SSIR Cost Recovery Request on November 1st (SSIR November Filing); and the SSIR Cost Prudency Review and True-up Report approximately 16 months later, on March 15th (SSIR March Filing).  

37. In the Stipulation, Atmos Energy and Staff have agreed to specific modifications to future SSIR filings in the following four areas:  
a. Modification to Future Revenue Requirement in the SSIR Mechanism; 
b. Improvements to Atmos Energy’s Integrity Data; 
c. Future SSIR November Filing Requirements; and 
d. Future SSIR March Filing Requirements.
2. Modification to Future Revenue Requirement in the 
SSIR Mechanism.

38. In an effort to align more closely the revenue requirement with the initiation of SSIR projects, Atmos Energy has agreed to modify future SSIR filings only to reflect dollars in the revenue requirement with projects that have already been initiated.  For example, if a project was planned to start actual activity in March, but does not start until April, the actual revenue requirement shown for January through March will not include any actual costs.  Hence, a project that has not yet reached a point of “excavation to begin installation” will not be included in the actual revenue requirement used to determine the reconciliation in the SSIR March Filings.

39. Atmos Energy and Staff have agreed that Atmos Energy may continue to include material purchases in the revenue requirement in the month in which those purchases occur.  However, no purchases would be reflected in the revenue requirement before January 1st of the effective SSIR calendar year.  For example, if materials were purchased in December 2017 for a project projected to begin in February 2018, those materials could not be included in the revenue requirement until January 2018.  
3. Improvements to Atmos Energy’s Integrity Data.

40. In order to improve Atmos Energy’s locational records for its pipeline assets, Atmos Energy has agreed to file an application in a new proceeding on or before November 1, 2018 to seek Commission approval of a project designed to improve Atmos Energy’s integrity data systems.

41. The intent of this application is for Atmos Energy to incorporate existing integrity data and legacy records into a more functional and accurate format that is easily accessible and usable by operating, engineering, and maintenance/construction personnel in both office and field environments.  This new format shall include, but need not be limited to, Atmos Energy’s existing Geospatial Information Systems software and hardware.
42. Atmos Energy and Staff have agreed to work together to develop a specific statement defining the scope of this project, which will form the basis of Atmos Energy’s application.  Atmos Energy and Staff have also agreed that Atmos Energy may seek approval to place this project’s expenses in a regulatory asset.
43. This application will propose that any annual filings associated with this project will be made at the same time as the current SSIR filings and will be managed on a calendar year basis.
4. Future SSIR November Filing Requirements.

44. For future SSIR November Filings, in addition to the information currently required by tariff, Atmos Energy has agreed to submit current and detailed individual project information, including:  a fully formed, detailed, and accurate project scope;
 project cost with a +/- 10 percent accuracy; estimated date of start of field construction; and total anticipated length of construction (in days).
45. Atmos Energy has agreed to work with Staff to develop an agreed-upon revenue requirement presentation before the next SSIR November Filing.
5. Future SSIR March Filing Requirements.

46. In an effort to improve SSIR management and ensure that Atmos Energy’s SSIR March Filings provide the Commission with the necessary information, Atmos Energy has agreed to the following modifications to its future SSIR March Filings:
a)
Atmos Energy will not refile attachments previously filed in the SSIR November Filing. Atmos Energy will incorporate those prior attachments by reference as necessary.
b)
Atmos Energy will file only the Distribution Integrity Management Plan if modifications have occurred since the SSIR November Filing. If so, those modifications will only be provided in redline format
c)
Atmos Energy will include an attestation of the actual costs underlying the actual revenue requirement by an appropriate Atmos Energy Division or Corporate officer.
d)
Atmos Energy will include detailed cost evidence similar to Confidential Attachment ERB-7, which was attached to the Supplemental Direct Testimony of Mr. Boutwell filed in this proceeding.
e)
Atmos Energy will provide additional detail and explanation when the variance of actual project costs from projected project costs equals or exceeds +/- 10 percent.
f)
Atmos Energy will integrate the SSIR 5-Year Plan in a clear and transparent manner that demonstrates Atmos Energy’s ability to advance towards a goal of significant progress in completing the task of remediation of risk for bare steel and PVC pipe.
g)
Atmos Energy will work with Staff to provide additional information that Atmos Energy has or that it can reasonably create, when Atmos Energy and Staff agree that such additional information is needed to clarify the filing.
47. In those parts of the Stipulation in which Atmos Energy and Staff have agreed to work together, the ALJ finds that those efforts at cooperation are meritorious, and the ALJ orders Atmos Energy and Staff to make good faith efforts to work together.  
48. Based upon substantial evidence in the record as a whole, the ALJ finds and concludes that the Stipulation is just and reasonable and not contrary to the public interest.  

49. The ALJ will approve the Stipulation without material modification and will grant the Application, as modified and clarified by the Stipulation.
50. In accordance with § 40-6-109, C.R.S., it is recommended that the Commission enter the following Order.

III. ORDER
A. The Commission Orders That:

1. The Unopposed Joint Motion to Approve Stipulation and Settlement Agreement, to Modify Procedural Schedule, and for Waiver of Response Time, filed on August 3, 2018 by Atmos Energy Corporation (Atmos Energy) and Trial Staff of the Colorado Public Utilities Commission (Staff) is granted, consistent with the findings, discussion, and conclusions above.  
2. Response time to the Unopposed Joint Motion to Approve Stipulation and Settlement Agreement, to Modify Procedural Schedule, and for Waiver of Response is waived. 
3. Consistent with the findings, discussion, and conclusions in this Decision, the Stipulation and Settlement Agreement between Atmos Energy and Staff, filed on August 3, 2018, is approved without material modifications.  The Stipulation and Settlement Agreement is attached to this Decision as Appendix A.  

4. The Application filed by Atmos Energy on March 15, 2018, requesting an Order from the Commission approving the system safety and integrity costs incurred through December 31, 2017 that have been reflected in Atmos Energy’s System Safety and Integrity Rider, as modified by the Stipulation and Settlement Agreement, is granted.

5. Atmos Energy and Staff shall comply with the terms and conditions of the Stipulation and Settlement Agreement and with this Decision.  

6. Proceeding No. 18A-0165G 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, 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 failure to file a transcript or stipulation 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


STEVEN H. DENMAN
________________________________
                     Administrative Law Judge




�  See Decision No. R18-03981-I, Ordering Paragraph Nos. II.A.4 and 5, pages 8 and 9.


�  Unopposed Motion to Adopt Procedural Schedule, Vacate Prehearing Conference, and for Waiver of Response Time, pages 1 and 2.  


�  Unopposed Motion to Modify Procedural Schedule and for Waiver of Response Time, pages 1 and 2.


�  Id., page 2.


�  The settling parties in Proceeding No. 15AL-0299G included Atmos Energy, Staff, the Colorado Office of Consumer Counsel (OCC), and Energy Outreach Colorado (EOC).  


�  Decision No. R15-1146 (mailed on October 23, 2015), ¶¶ II.C.25 through 28 and III.37 through 39, pages 6, 7, 10, and 11, Proceeding No. 15AL-0299G.  


�  Decision No. C15-1187 (mailed on November 6, 2015), ¶¶ I.C.10 and Ordering Paragraph No. 3, pages 3 and 4, Proceeding No. 15AL-0299G.  


�  Decision No. R18-0014 (mailed on January 8, 2018), ¶¶ VII.B.82 through 91 and VII.C92 through 95, pages 28 through 34, Proceeding No. 17AL-0429G.  


�  Decision No. C18-0311 (mailed on May 3, 2018), ¶¶ I.D.18 through 32 and Ordering Paragraph No. 1, pages 7 through 12 and 28, Proceeding No. 17AL-0429G.  


�  This provision does not impact the current procedure for SSIR November Filings that estimate total costs for projects, does not limit the ability of Atmos Energy to account for projects under Generally Accepted Accounting Principles, and does not limit the ability of Atmos Energy to recover the total prudently incurred SSIR costs.  


�  This application may propose an amendment to an existing mechanism or be a “stand-alone” application.  


�  The expected accuracy of pipe lengths should be reported at +/- 5 percent.  
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