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* % *

INVESTIGATION AND SUSPENSION
DOCKET NO. 868

IN THE MATTER OF RATES AND CHARGES)
FILED BY PUBLIC SERVICE COMPANY )
OF COLORADO UNDER ADVICE LETTER %

)

NO. 190 - GAS AND UNDER ADVICE ERRATA NOTICE

LETTER NO. 643 - ELECTRIC.
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DECISION AND ORDER OF THE
COMMISSION ESTABLISHING NEW
RATES AND TARIFFS

(Issued September 24, 1974)

Page 1: Under "Appearances" change the word "Respondent” to
“Public Service Company”.

Page 2: Change the second iine in appearances concerning
Archie Calvaresi, Denver, Colorado, from “for" the Colorado Motel
Association to “of" the Colorado Motel Association.

Page 3: Under Paragraph No. 3, (2) change the word "Respon-

dent’s" to “Pubiic Service Company's".

Under Paragraph No. 3, No. (4) change the word "Respondent’s”
to “Public Service Company‘s™,

Under Paragraph No. 3, No. (6) change the word *Respondent’'s"
to "Public Service Company‘s”.

Page 4: Change the typographical error in Paragraph No. 2,
Tine 1, from “parities” to parties”.

Page 5: Change the typographical error in 1ine 4 from
“compriese” to “comprise".

Page 7: Change the word “rate-making" in the first line of
Paragraph No. 3 to “rate making". Also. in Paragraph No. 3, line 2,
change the word *ratemaking” to "rate making*.

Page 10: Change the figure in iine 2 of Paragraph No. 1. from
"$516,278, 1627 15 “$156,278.162",

Chanige the word "or™ 1in Paragraph No, 2, line 3, to "of".



Archie Calvaresi, Denver, Colorado,
for the Colorado Motel Association
and the Denver Metropolitan Motel
Association;

Elbridge G. Burnham, Denver, Colorado,

pro se;

Tucker K. Trautman, Esq., Denver, Colorado,
of Legal Aid Society of Metropolitan Denver
for Darold and Amye Martin, Helen Bradley,
Laura Jones, Wilson E. Thompson, Barbara
Barner, Coreen Patrick, Sonja Jones an
Priscilla Vigil; and -

John E. Archibold, Esq.,

Oscar Goldberg, Esq., and

Bruce C. Bernstein, Esg., Denver, Colorado,
Counsel for the Commission.

BY THE COMMISSION:
' I

HISTORY OF PROCEEDINGS

On May 24, 1974, Public Service Company of Colorado (hereinafter
referred to as "Public Service Company" or "Company") filed Advice Letter
No. 190 ~ Gas and Advice Letter No. 643 - Electric, accompanied by tariff
revisions which would result in increased rates and charges on its gas and
electric service, respectively.” On June 14, 1974, Public Service filed
Advice Letter No. 190 - Gas-Supplement and Advice Letter No. 643 - Electric-
Supplement, to supplement, respectively, the prior advice letters. The
proposed effective date of the filed tariffs, gas and eiectric, was June 23,
1974.

On June 21, 1974, by Decision No. 85241, the Commission, on 1ts own
motion, pursuant to 115-6-11, CRS 1963, as amended (1) set the electric and
gas tariffs filed by Public Service Company -- pursuant to 1ts respective
advice letters -- for hearing to commence on July 17, 1974, and (2) sus-
pended the effective date of the tariff sheets filed by Public Service Company
under its respective electric and gas advice letters until October 24, 1974,
or until further order of the Commission.

Notice in accordance with the provisions of Rule 18 of the Commission's
Rules of Practice and Procedure was properly given by Public Service Company
to its customers. Approximately 650 letters of protest to the proposed rate
increases were received By the Commission. Approximately 140 letters were
received supporting the proposed increases.

Formal pleadings to become parties in this proceeding were filed as
follows:

(1) Cherry Creek School District No. 5 in the County of Arapahoe and
State of Colorado - June 21, 1974,

{2) CF&l Steel Corporation = July 1, 1974,

{3) General Services Administration on behalf of all executive agencies
of the United States - July 1, 1974.




(4) Colorado Association of School Boards - July 1, 1974.
(5) Colorado Public Interest Research Group - July 1,71974.

(6) Darold and Amye Martin, Helen Bradley, Laura Jones,
Wilson E. Thompson, Barbara Barner, Coreen Patrick,
‘Sonja Jones, Priscilla Vigil - July,9, 1974,

(7) Board of County Commissioners of Pitkin County - July 12,
1974.

(8) Elbridge G. Burnham - Juiy 17, 1974.

Pursuant to the above plead:ngs, all the above-named persons were
granted leave to intervene in this proceeding by the Commission.

Although it did not request.leave to become a party to this proceeding,
the Colorade Municipal League, by its attorney Susan K. Griffiths, did file
with the Commission a pieading entitled "Statement of Concern”. Moreover,

a letter addressed to the Commission, dated August 6, 1974, re: Mass Media
Advertising by Public Service Company and Mountain Bell, from Dale Tooley,
Denver District Attorney, was read into the record on August 6, 1974.

After due and proper nctice, the herein matter was heard by the full
Commission on the foliowing dates in the hearing room of the Commission,
Columbine Building, 1845 Sherman Stveet, Denver, Colorado:

(1) On July 17, 1974 - Consideration of additional hearing dates and
procedures for the presentation of testimony and other evidence.

{2) On August 6 and 7, 1974 - Presentation of Respondent's dwrect 
case, and cress-examination Yimited to ciarification of testimony and exhibits

(3) On the evening of August 73, 1974 - Testimony of public witnesses.

{4} On August 19, 20, 2} and 22, 1974 - Cross-examination with respect
to Respondent's direct case. '

(5) On the evening of August 27, 1974 - Testimony of public witnesses.

(6) On September 4, 1974 - Further testimony by one of Respondent's
witnesses. '

{7) On September 5,6, 9 and 10, 1974 - Testimony of intervenors and
Commission Staff witnesses.

The evening.sessions of August 13 and 27, 1974, were for the sole
purpose of hearing public witnesses. However, public witnesses who wished to
testify were also heard as the first order of business on tne other hearing
dates and at other times. A total of 26 public witnesses testified on the
various hearing dates.

During the course of this proceeding, testimony was presented by
Public Service Company, members of the Commission Staff, Colorado Association
of School Boards, Elbridge Burnham, and members of the public.

The transcript of testimony comprised 13 volumes, totalling 1,544

pages. A tota! of 75 exhibits was admitted into evidence, A list of the
exhibits is attached to this'decision as Appendix A.
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Upon motion of Public Service Company, the Commission took official
notice of Section 46(c)(3) of the Internal Revenue Code (26 U.S.C. 46(c)(3)).

The hearings in this proceeding concluded on September 10, 1974.
A1l parites in this proceeding were permitted to tile statements oprosition

on an optional basis, on or before September 16, 1974. Statements of position
were filed by:

Public Service Company-====-wmwmmcomm-m —————— ———— September 16, 1974
General Services Administration--=--ccwmmcommcan- September 16, 1974
Darold and Amye Martin, et af-w==--cmomomeomemann September 16, 1974
CF&I Steel Corporation-=ewememommm e e September 16, 1974
Colorado Association of School Boards----ewemeaen September 16, 1974
Board of Commissioners, County of Pitkin--------- September 19, 1974

(late filed)

On September 16, 1974, the Coloradc Association of School Boards (CASB)
filed a Motion with the Commission for an crder awarding attorneys® fees to
CASB in this proceeding.in the amount of $500.00. :

The herein matter has been submitted to the Commission for decision.
Pursuant to the provisions of the Sunshine Act of 1972, and Ruie 32 of this
Commission's Rules of Praciice and Procedure, the subject matter of this pro-
ceeding was first placed on the agenda for the open public meeting of the
Commission held on September 17, 1974, At the open public meeting on September
24, 1974, the herein decision was entered by the Commission. Commissioner
Zarlengo.was not present at the open pubiic. meeting of September 17, 1974, or
the open public meeting on September: 24, 1974, and did not participate in the
determination of the Commission decisicn herein.
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DESCRIPTION OF THE COMPANY

Pub*ic Service Company i3 a public utility operating solely
within the 3tate of Colorado engaged principally in the generation,
purchase, transmission, distribution and sale of etectricity and the
purchase, distribution and sale of natural gas to various areas of the
State of Colorado. - The Company also renders steam service within a
Jimited area of the dowrtown business district of the Criy of Denver;
and operates a small! bus transportation system within the City of
Boulder, and a water system in the general srea n and around Evergreen,
Colorado. No changes in the rates for stesm, bus, or water service
provided by Public Service Company has been requested in this pro-
ceeding.

. Public Service Company, as of June 30, 1974, had 614,437
electric customers, and 530,714 gas customers. Generally, these
customers are broadly classified as residential, commercial, and
industrial. As of December 33, 1973, Public Service Company had
30,799 shareholders holding common stock in the (ompany (16,832 of
whom own 100 shares or less) and 4,300 sharehoiders owning preferred’
stock in the Company. Common sharehoiders who live in the State of
Colorado compriese 34.6% of the total numbe- thereof.

Public Service Company nas oeen ang s ‘nyolved in the
Jargest construction pregram in 118 history to espand 15 electrical
generating, transmitiing, transtorm'ng and a:stripution facilities,
This construction program has been undertaken in order to provide
the facilities to meet expectad demands for service ard to provide
adequate reser:.2 rcapactity Tre {cmpany -- a3 set Torth below -~
expects to expend more than $1 b1lson dur ng the 7ive years ended
in 1978,

Elect: ¢ Gas
1G24 v v e e e = 5145, 787,000 $33,507,000
197 B e e e -2 §162,974,000 $28,415,000
1976« wmmemwrmmm e e -« «§205,261,000 $21,040,000
1977 -m cmmvmmmom s e e o=~ $256 538,000 $21,907,000
1978~ - v s i e $225,205,000 $24,234,000

{(volume %, page 6)




I1I.
GENERAL ’

The mest recent case invelving Public Service Company, prior
to the instant proceeding, was Investigation and Suspension Docket No.
747. In that docket by Decision No. 82411, entered on February 23,
1973, the Commission approved new and revised electric and gas rates
«designed to produce an additional $4,039,499 in retail electric revenues
and $2,418,892 “n gas revenues. Those revenue increases amounted to approxi-
mately 2.6% on elestric revenues and 3.06% on gas revenues,

In 1971, Public Service Company proposed rate increases for gas
and electric service., The "197} rate case" procedurally was divided into
two phases. in phaze cne, Public %ervice Company, on April 7, 1971, filed
Application No. 24900, which sought authority from this Commission to file
new gas and electric rates that wou'd produce an increase in gross revenues
of $11,259,823 on the basis of the test year, 1970. In that proceeding, by
Decision No. 78817, entered on October 4, 1971, the Commission authorized
Public Service Company to file, based upon conditions of the 1970 test
year, new gas -ates that would produce additional revenues of not more
than $493,807, and new electric rates that would produce additional reve-
nues of not mare than $6,894,662.

In phase *we. Public Service Company filed new gas end electric
rates which, or Novemver 26, 1971, were set feor hesring and suspended in
Investigatior and Suspension Docket No. 706. On December 31, 1971, in
Deciton Ne 79350, the Commfssion, in In.estigstion and Suspension Docket
No. 706, aurherized Public Service Company's gas tariff revisions to become
effective, with respect to Publiz Service Company's proposed electric
tar iff reviszions, the Commission ordered certain changes, mainly with.
respect t¢ certain large electric customers, but otherwise authorized
Pub’ic Seryv ze Company to fiie glectric vates whizh would produce addi-
tional electric revenuss in conformity with Decision No. 78811 rendered
by the Commission in phase one.

Rate cases in 1969 ond 1970 involving Public Service Company
weve Application Noo 23963 and investigation snd Suspension Docket No.
640, wh ch resulted in ¢ consolidated decision (Decision No. 74240) entered
January 28, 1970, in whi.n i1t was determ’ned that a fair rate of return of
the comb’ned gas and efectric departments of Pubiic Service Company was 7.5%.

In add’itijon to the eariier cases involving Public Service Company, the
Commission has also rerdered a number of decisions since 1969 involving
the Mountair States Telephore and Telegraph Company. These decisions
are No. 72385, entered January 7, 1969, in Application No. 23116; Decision
No. 77230, erte-sd March 25, 1971, *n Investigation and Suspension Docket
No. 668; and Deciczion No. 81320, entered September 19, 1972, in Investiga-
tion and Suspenzion Docket No. 717. A1l three Mountain Bell decisions were




appealed to the Supreme Court of Colerado.* Regulatory principles are
diszussed in these cases.

The past several years have shown an increased awareness and
interest in the rate-making functiors of this Commission. Utility rates
with respect to gas, electriz and telephcone services affect large segments
‘of the pudliz.. In view of inflationary and other economic pressures, rate
cases have become more frequent, and public participation in the rate-making
sprocess has increased.

) The power of the Pubifc Utilities Commission to regulate non-
mynicipal utilities in the State ¢f Colorado is grounded in Article XXV
of the Constitut-on ot the State of Colorado which was adopted by the
general electorate in 1954, The Public Utilities Law, which currently
is contatred in Chapter 115 of the Coloradoc Revised Statutes {1963, as
amended ), implements Articie XXV of the Colorado Constitution. More
specificaliy, CRS 115-3-2 vests the power and authority in this Commis-
?1on to gevern  and regulate all rates, charges and tariffs of every pub-

ic utiiity.

It first must be emphzsized that rate-making is a legislative
function, The City and Courty of Denver vs. People ex rel Public Utilities
Compisston. 129 Colo. 41,266 P 2d 105 {1954;; Public Utilities Commission
vs. Nozthwest weier Corporaticn, 168 Colo. 154, 551 P.2d 266 (1963). It
shoula alsc be emphas zed that ratemaking 75 pot an exact science, Northwest
Water, supra, 41 173, leo the ‘andmérk rase of Federal Power Commission vs.
Hope Natura! Gax Company, 320 U §. 591, 602-603 (1944) Justice Douglas,
speaking tor ine Untted Stetes Supreme Court,: stated that the "rate-making
precess under (The Natural Gas) Act, i.e., the fixing of 'just and reason-
able' rates. involues & balsncing of the investor and consumer interests.”

The Hope case rurther stands Ter the proposition that under "the statutory
standsvd o7 just and ressoneble’,it is the result reached, not the method
enployed, whith s controliing.”

*Decisior Moo :2385 s the subgect metter of Coleradp Municipal League and
the City and Lounty «f Derver ys. the Public Utilities Commission of the
State of Coizrado and the Muunta n States lelephone and Telegraph Company,
172 Colo, 188, 473 P.Za 960 (1970;; Dezision No. 77230 4s the subject matter
of Mountzin States Te'ephone 2 Teleg-aph Company vs. the Public Utilities
Comnission of the State ¢ Loloreds, et al., 513 P.2d 721 (Colo. 1973);
Decizion No. 81320 s the subje.t matter of (ases No. 25965, Mountain States
Telephone and Teleyreph Company vs. the Publiz Utilities Commission; No.
25984, Secretary of Deferce on behalf of the Depariment of Defense and all
other evecuT’ve agencies i the United States vs. the Public Utijities
Commicsion and Mountain States lelephone and Telegraph Company; Case No.
25975, Colcrado Municipal League vs, Public Uti1it es Commission and Mountain
States lelephone and Telegraph Company. Coiorado Supreme Court decisions in
these ‘atter three cases a=e pending. Other recent cases .concerning the
Mountsin States Telephone and Telegrapn Company are: Mountain States Tele-
phore anrd Teley-aph Company vs. the Fublf: Utiities Commission of the State
of Coipraac, et 1., 176 Colo. 457, 491 P.2d 582 (1971) {Telephone company
not entit -g¢ o prelimirary injusction); Mountain States Telephone and
Telegraph Company 5. the Public Ut Vit'es Commiision of the State of
Coicrads, 177 Ceoio. 332, 494 P.2d 76 11972) (invalidity of teiephone company
request that trial court exercise equity jurisdiction of allowing higher
rates pending final Public Ut?lities Commission determination); Mountain
States Telephone and Teleyreph Company vs. the Public Utilities Commission
of _the State ot Colorado, 502 P 2d 945 (Colo. 19772) (Commission refusal to
consider e. deace that telephcne custome s suffered no excess charges during
retund pertiod s proper;

Ry 7y
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The ¢ 27eG./a’ process by which publfc utility «ates ore
established shoulo be erpleined. Under current law, when a public
stilety des e tp oravge ¢ new rate or rates, it files the same with'
this Commics’or, and the propused new véte or rstes are open for public
Crspection. iUmiess the Commission otherwise erders, no increase in any
rale or rates Wey yo (nto eftect except after thirty (30) days' notice
to the Comm’.s-cr and the rustomers of the utility involved.

1 the thirty (30) day period after t21ing goes by without
the (onai~s on ba.irg teker any action to set the proposed new :ate or
raries o1 rEcr gy, the new rate or rates automsticaily become effective
by operat un of ifgw.* However, the Commission has the power and author-
ity 1o set tne propused new rate o vates for hearing, which, it done,
jutumet <2’y suspends the effective date of the proposed new vate or
rates tor 2 per a8 oi 120 deys . ™* The Commissiorn has the 1. -the- option
or cuntinuing toe suspeasion of the propesed new rate or rates 101 &n
sdaiticne’ pas od of up Lo ninety (90) days for a total mwar fmum or 210
days 97 approdimatetly sesen months.  Thus, 1 the Commission hei rot, Dy
order, permiiivd the proposed new :eie of vates to become eftecti g, or
establisheo new “ates, after hesring, prier to the expiration of the maxi-
mum 270 dsy pericd, tne proposed new rate or vates go into effect by
operal’on O oW and remain effective until such time thereafier as tne
(ommisse u¢ ¢31607 . shes the new rates in the docket.

As .no‘:ated sbo.e, under "History of Procesdings”, the decision
of they Lome.vsior en’ered on June 21, 1974, to set far hesring the pro-
puied electric ang yas ta-iffs filed by Public Service Compzny hag the
erfert of -uspenging rheir effective date until October 24. 1974, or until
furthe- oroer of the {omnission, The decfsion hecein “5 the Order which

pifert vely e tud “ihes eleclric and gas rates tor Pubiic Ser.ice Company.

ve o mptent Ferms, rhe Dommission must determing and estapiig

and  :ai:.nabie cates. In order g aniwer this guesiton, the
irswes two other questions, remely, what ¢ € the veason-
Geooements ¢! the yriiity o tied s thet 't may pevform

' 5 his o e the reasonsdle revenues to be rased from 1s
vatepoye . 0 cifiee w g5, the Commizsion must determ ne a " evenue requivz

gent” and tre “epozac 0t otne reles" to wesl the revenue requi.cerents To

orcompiish [r. fzie, e these teginds, itonust exercise a contidereble degree

g1 gudgment oo Ty otre best of Yt abiiiiy, be as tal~ as pissible to the

Var Egeted Do e ord position: that inevitably present tremseives in eny

Majo: rale The rate-mak ng function invoives, n other word., the

Mdking 07 LSt sdjustments . Ihe Hopecase, supra, &t page 6072. No one

chatine tho'! 1fe “osk s edsy, but, on the ctner hend, 1 's not 4 task

Tmpres Dle o sttainment

v,

THE TEST PERIOD

‘noesnh afe pouopeding, it iy necessary 1o select & test period
arg iher egjust the ope-ating results of the test period for katwn chanyes

“Urder TRy 53-8, nost tired utilities file rates on trirty (30) day notice;
however, thi-ty (30) cays is a minimum notice pericd, uniess utherwise ordered
by the Commisyion, A ubility mey seiect a ionger notice period, 1n any event,
totne Lomn o scion elects te set the proposed rate or vates 10v hearing, it must
do ¢ beto-e the propoted effective date.

**ORS 115-6-01







1. Utility Plant in Service $195,944,922

2. Utility Plant Held for Future Use ‘ 12,627
3. Construction Work in Progress 7,254,030
4. Common Utility Plant in Service Allocated 12,398,942

5. Prepayments - 255,226
6. Utility Materials and Supplies 2,966,046
7. Cash Working Capital Requirements* 2,351,551
8. Compensating Bank Balances Allocated ' 869,474
9. Customer Advances for Construction (1,333,727)
10. Gross Original Cost Rate Base 220,819,091

11. Reserve for Depreciation and Amortization (63,673,416)
12. Net Original Cost Rate Base $157,145,675
(Public Service Company Exhibit No. 38, Page 2 of 5)

Witness Merrell of the Commission Staff submitted a year-end rate
base for Public Service Company's gas department of $516,278,162. The
$869,474 difference is accounted for by Witness Merrell's removal of compen-
sating bank balances (Staff Exhibit No. 1, page 5 of 6). (The FPC jurisdic-
tional sales factor applied for electric sales is inapplicable with respect
to gas sales.)

Public Service Company's combined electric and gas department rate
base for the year ending March 31, 1974, was $948,760,957 (Public Service Company
Exhibit No. 38, page 3 or 5), whereas Witness Merrell's was $944,038,839
(Staff Exhibit No. 1, page 6 of 6). We find that the combined rate base
for the electric and gas departments of Public Service Company is $948,758,996
for the year ending March 31, 1974, consisting of the following:

1. Utility Plant in Service $1,043,232,446
2. Utility Plant Held for Future Use 870,413
3. Construction Work in Progress 135,442,877

4, Common Utility Plant in Service Allocated 32,517,551

5. Prepayments 1,589,123
6. Utility Materials and Supplies 24,650,587
7. Cash Working Capital Requirements* 2,351,551

*§2,353,512 ( 77 Company s Tigure J reduced by %1
Decrease in 0&M expenses ($7,117) x 12.50%)
Increase in Federal income tax $3,245 x (33.0%)

{$890.00)
$1,071)

,961)
(Staff Exhibit No. 2, page 4 of 5)

,961 Staff adjustment:

~10-



8. Compensating Bank Balances Allocated 4,891,224

9. Customer Advances for Construction : {2,]59,0812
10. Gross Original Cost Rate Base © $1,243,388,652

11. Reserve for Depreciation & Amortizatis (259,881,335)

i2. Rate Base Allocated to FPC Jurisdictiona?
Saies {34,746,360)
13. Net Original Cost Rate Base $ 948,758,99%

'n finding a combined year-end rate base of $948,758,996, we have
included Public Sevvice Company's compensating bank balances, out have
adopted Witness Richards® $1,961 reduction adjustment from Public Service
Company's working capital! requirement which results from amortizing rate
case expenses of the gas department over a two-year period rather than a
one-year period as proposed by Public Service Company {Staff Exhibit No.

2, page 4 of 5; Volume £, page 56j. ‘

For those familiar with past Commission policy, it will be noted
that today we nhave departed from past Commission policy in two significant
respects, thet s, the adoption of « year-end rather than an average rate
base, and tre inclusion of compensating benk balances in rate base. [t fs,
of course, true thet there i3 no unanimity ot opinion among regulatory bodies
concerning these two matters. Although there s no universaily accepted
preference on e'rher of these matters, we find that certain economic condi-
tions exiat at this time which render the use of & year-end rate base and
the inclusion ot compensating bank baiances therein as being more reasonable.

Witn respect to yea--end rate bDase, the econimic conditicons of
attrition, infiation, and growtn lesd us to cenclude that it should be adepted.

Att~ition properly may be described as the faliure o7 & utiiity,
because of irfiztiun, growth ¢r regulatory Tag, to earn ‘ts previcus'y author-
ized rate of return on rate base o previousiy authorized reote «f veturn on
common equity. This Commission, in Decision No. 82411 (Februsry 1973}, found
that a 7.5% return on rate base was & fair rate of retu-n tor Publin Seriice
Company, and that a faic rate ot return for the gas department only was found
tc be 7.7%. in fact, for the test year as herein used, Publin Seri‘ce Company
earned 7 .16% on %5 eiectrfc vate baze and 6.7% on ity gas rave baseé which
produced an cverall rate of return of 7.09% which “s approximate’y tour-tenths
of 1% below the rate of return last authorized by this Commission {Public
Service Company Exhibit No. 38, pages 1-3 o1 5j.

Ir the seme Commission decision. as above szet forth, th's Commission
found that a rate of return on commen equity was 12.5 1o 13.2%. However,
during the test year, as used herein, Public Sevvice Corpary earned a réte
of return on equity cf oniy 10.6% and, if the item of allowesnne for funds
during construction {AFDC) is excluded, the rate of return on average common
equity during the test year wes only 8.4%, which is another indication of
serious attriticn  (Public Service Company Exhibit No. 14, paye 1 of 1,
Volume 11, paces 5-6).

Another major tactor which persiades us to adopt a year-end rate
base, 1s the factor of inflation which affects almost everybody. The price
rises in materials that Public Service Company has had to buy have increased
materially in the Tast five years. For example, a No. 2 aluminum steei core
_ conductor has increased 1rom 2%¢ per foot to 5.4¢ per foot during the five-

year pericd, fcr en increase of 116%. A 40-foot wood pole has increased in
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cost from $43.55 to $106.95, or a 145.58% increase. Other costs have

not risen so sharply. For exampie, a residential gas meter has increased

in cost from $25.24 to $28.08, or an 11.25% rise. {Public Service Company
Exhibit No. 6, pages 1-2 of 2). It is alsc true that the cost of labor per
kilowatt hour has risen about 10% and the cost of labor per thousand cubic
foot has risen about 35% in.the last five-year period (Public Service Company
Exhibit No. 3, pages 1-2 of 2).

An additional important factor in adopting a year-end rate base
is growth. Wher a utility is growing, that is, adding to its capital plant,
attrition occurs as a matter of fact, other things being equal. This is so
because the rate base during the period when new rates are in effect will
be greater than the test year rate base {(whether average or year-end).
Since the test year concept of setting rates fcr the future assumes that .
the proper matching of test year rate base and revenues will continue into
the future, it is obvious that if the future rate base is, in fact, larger
than the test year rate base, and future revenues do not advance significantly
beyond test year revenues {adjusted, of course, for any rate increase) then
attrition will result. A simple illustration will make this clear. Assume
that a utility has a test year rate base of $100 and test year net operating
revenues of $8.50 (pursuant to newly authorized rates), and that the regula-
tory body has authorized a 8.5% return on rate base. Assume further that in
the future when the new rates are in effect, the net operating revenues of
the Gompany are $8.50, but that its rate base has in fact increased to $115.
In such a situation the return on rate base would be 7.3% rather than 8.5%,
representing an attrition in its rate of return on rate base. We find that
a year-end rate base is a more up-to-date reflection of the actual rate base of
Public Service Co.during the period in whnich the new rates will be in effect.

The record in this proceeding indicates that the rate base of
Public Service Company will grow significantly. 1Its total electric construc-
tion for 1974 is estimated to be $145,787,000; +in 1975 - $162,974,000; in
1976 - $205,261,000; in 1977 - $255,538,000 and in 1978 - $225,205,000.
Public Service Company s estimates for its gas department construction are
$33,607,000 for 1974; $28,415,000 for 1975; $21,040,000 for 1976; $21,907,000
for 1977 and $24,234.000 for 1978 {vclume X - page 6).

Accordingly, we Tind and conclude that the three-fold factors of
att~ition, inflation and growth more than justify, and indeed mandate, the
use of a year-end vate base in this proceeding.

The secznd change in Commission policy with respect to rate base
is the inclusion of compensating bank balances in the rate base. We recognize
that inclusion or exclusion of compensating bank balances in rate base is a
matiler upon which various regulatory commissions have differing views. In the
past, this Commission has excluded them, but we also recognize precedent for
inclusion. See, for example, Re Michigan Gas Utilities Co., 81 PUR 2d 27,
33 {1969); Re iong Island Lighting Co., 90 PUR 3d 93, 105-106 (1971).

Compensating bank balances are those funds which a bank reguires
that a utility maintain on deposit for the purpose of assuring the avail-
ability of short-term credit. Normally, the ratio is one to 10, that is,
for every dollar of compensating bank balances on deposit, the utility will
have a line ot credit of $10. The compensating bank balances on deposit
are not a savings account and do not earn interest; rather, they are analogous
to a minimum balance checking account in which service charges may be
eliminated or reduced. There is no dispute of the fact that compensating
bank balances are a true economic cost to the utility inasmuch as it does
not earn interest on the money on deposit. The advantage of having compen-
sating bank balances is that it enables a utility to borrow up to its line
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of credit at the so-called prime rate, or enables the utiiity to use
a compensating bank balance as a backup for commercial paper sales
{Volume I, pages 91-92; Volume II, pages 32-33). Thus, compensating
bank balances are, economically, & permanent investment in today's
economic worid, and are, like materials and supplies, necessary for
the effective operation of the utility's busineszs (Volume I, page 91).
As a permanent investment, therefore, compensating bank balances are
a proper item of rate base.

In summary, we find that a year-end rate base of $948,758,996,
which includes Public Service Company's compensating bank balances, is
proper.

-13-




Vi
RATE OF RETURN

Capital Structure

We find and adopt for purposes. of this proceeding the following
capital structure of Public Service Company:

$ | %

Reserves and Deferred Taxes -~ $ 9,394,574 1.05
Long-Term Debt 470,437,924 52,45
Preferred Stock 135,000,000 15.05
Common Equity 282,060,310 _31.45

$896,892,808 100.00

Reserves and deferred taxes have an appropriate place in the capital
structure and the cost therein of that proportion of the total capital con-
tributed by reserves and deferred taxes is zero. Long-term debt, as indicated
above, comprises 52.45% of the total capitalization. The annual imbedded cost
of that debt is 5.76%. The.percentage cost of imbedded long-term debt is
3.02% {.5245 X .0576 equals 3.02), The percentage cost of preferred stock is
.88% (.1505 X .0584 equais .88). ~These capital costs ave readily ascertain-
able i?asmuch as they are contractual in nature (Staff Exhibit No. 3, page
2 of 2).

Before discussing.what a fair and reasonable return on common equity
is, it is appropriate to remark that Public Service Company is in the lower
range of the 110 major gas and electric utilities in the nation with respect
to the proportion that its.common equity bears to the total capital structure
of the Company. A3 of December 37, 1973, only eleven of these major gas and
electric utiiitiez had a smalier percentage of eguity in their respective’
capital structures than did Public Service Company (Public Service Company
Exhibit No. 52;.

As our Supreme Court stated in Mountain States Telephone and Telegraph
Company vs. the Public Utilities Commission,5i3 P 2d 721, 727

"methods of raising capital should be left to the
discretion of management uniess there is a sub-
stantial showing that rate payers are being pre-
judiced materially by the managerial options 1in
the area of capital financing.”

This is, of course, but another way of saying that the capital structure of

a company ts a matter for managemeni discretion absent a showing of material
prejudice, No showing has been made in this proceeding that the capital
structure of Public Service Company has materially prejudiced the ratepayers,
although some of the parties herein apparently believe that its capital
structure should be.tiited toward more debt vis-a-vis its common equity.

On the contrary, it is c¢lear to us that the thinness of Public Service Company’s
common eguity ratio has reathed a dangerous level, and any further weakening

is 1ikely to be harmful not only to itself, but to its ratepayers.




Cost of Equity

The problem of determining the cost of a vtility's capital repre-

sented by nommon stock is g diffizylt and compliex task, since the utility
nas no fixed contractual obiigation to pay drvidends to its common share-

- holders. 7o be suve, equity capital has @ market cost in the sense that
there is aiways a going rate of compensation which Tnvestors expect to

. receive for providing equity capitaly, byt it is not a cost that is directly
observable from the market or azicunting data. Wherseas a purchaser of
senior securities acquires a right to a contractua! return, a purchaser
of common stock simply acquives a claim on the Company's future residual
revenue after over-all costs, "ncluding the carrying cost of debt and pre-
feer~ad stock,hsve been met. Ths eszeatiaily ventiuresome claim is caprtal-
1zed in the market price of the stock. Conceptually, then, the true cost
of commea stock is the discount vate equating the market price of the stock
with a typicai invester's estimate ol the *ncome steeam, including a possible
capital gain or lozs, he mignt re3sceably expect to receive as a shareholder.

A determinaticn of a veatonable dissount rate, adjusted as necessary
for market pressure.on new stock issues ard underwriting costs, 1s implicit
in every regulatory declision in which an allowance for a cost of equity capital
33 "neluded as a ¢ ampenent of the approved vate of return on a utility’'s rate
base. Although trecret ta iy, 't might be said that there 1S no cost for
uttlity capital ra“:ed by ommon :tuyk since there s no contractual right of
& ¢ommon sharchorder L vecetve any dividend return, 't is patently obvious
that no re 49lz Investor will entrist his ceprta’ tunds to a utility, by
puvcnadlng comman si0te, UNTRSS he Tan expect to ﬁbto»n a reasonable return
on his investment

On the bssis of the record made in this proceeding, we find that a
rate of cet.vn on Fubiic Sevvice Company’'s rate base of 8.62% and a rete of
return of 5% to common equity % 1air znd reasonable, sutticient te attract
equity cap.tal in today’s mavker, and commensurate w'th rates of return on
investments =nd other enterprises having corvesponding risks. Our finding
a this reys<d 5 suppourted by sewveral evidentrary approaches which were set
forth In tne hearings ‘o this proceeding.

tugene Meyez, ¥ ce PFresident of K'dde*, Festody and Company, whose
background -ntludes experiente “n the Invzstment banking 3nd securities
brokerage. buxfness, tesviried yenerslly about zompetition for the investment
dollar. Mo-e spetif’ 'y, helcontended that the rising interest yields 1in
the pond market reress~tated higher yields 1n the equity markets inasmuch as
equity investors gemand 3 greater rate on their invesiments compared to the
Jower vick oi bords {¥niume 1, pages 45 and 46). The return to the investor
in COMMG ~t:Vk 15 desived Yrom the dividend he receives plus market appre-
~vation whith 13 Vompc'nded at tne same rate at which the earnings per share
of a paft*'u 2 ente.pisengr In tne case of Public Service Company a
6.7% yieid on book vaiue. -D,,k"a.ue -~ $17.80 per shar ej and a 5.8%--7.8%
earnings per snare geowth.rate would y.etd a totel eguity return in the range
of 12.8%--14.5%. Howeier, “f the 5. & and 7.8% are givided by 40% {a reason-
able per.entage of earriogs to be vetained 'n the business) the equity return
range rises trom 14.5% to 19.5% {volume [, page 47}.

Witness Grundy or the Commiszion Ztaff presented evidence with respect
to rate. of return on equity based on discounted cash fiow. Mr, Grundy’s
approach was viightly. different than that of Mr. Meyer. Mr. Grundy added the
compounded znnual earnings growth rate of Public Service Company to its current
dividend yield to ari.e at the bare cost rate ofequity. By using a 10-year peri
of compounding 1964-1973) and the turrent dividend yleid computed as ot
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March 31, 1974, the results are a bare cost rate of equity for the 10-year
period cf 13.27% and a bare cost ot eguity for a 5-year average period
(1969-1973) of 13.92% (Staff Exhibit No. 3, page ! of 2).

Witness Geundy proposed that a fz:ir return on egquity would be the
bare cost of eguity plus an adjustment that would permit the market price
of Public Ser “.e Compsny 3 common stcck to remain dbove its book value.
Using bare cost of equity Tigures of 12.50% and 12.75% {which figures fall
within the range or tre bare rost of equity figures caicuiated at 11.92% and
13.27%), and mu tiply ng the 12.50% and 12.75% by an adjustment figure of
113% and 116%, respect’vely, & tair rate of return on equity was calculated
by Witness Grundy to fall petween 14.13% and 14 .79%. .The adjustment figures
ot 113% ana .+ 6% represent, vespeztively, adjustments to account for financing
and market pressuce *n the marketplace (Staff Exkhibit No. 3, page ¥ of 2;
(Volume X, page 78}

Witness Garvisar 07 the Commission Staff presented a third approach
which proper:y m ght be cescribea as. the "interest coverage” approach. Me.
Garrison testified thet earnings avaiiable 1or coverage compared to the total
interest expense of the electric department resuited :n a ratio of 2.53 to 1
and with respect 1o the gas. deparimeni of 2.39 to °. Mr. Garrison, who has a
long time background »r Tinarcia’ anaiys‘s, ‘ndicated that a 3.5 times coverage
ratio was necessary fo- the e"ertr o department and a 3.52 times coverage ratio
was necessdry for tre g3: geps<iment. if tThe interest coverage ratio 1s
below i, ¢ company C3nnCt pay 1ts  interest. Iindenture vegu :=ments, calculated
on somewhat g ffecect basis, normatiy require that the interest coverage ratio
be at seast 2.5. The higher the ipterest coverage ratic the lesser the risk
and the eas‘er 3t is ror such a company to se!l depbt, and #lso its common equity
Other things peing equal, the ‘nterest co.erage ratio of 3.0 s about the mini-
mim that a <ompary must have 'n o-der to induce Javestors to become either
bonahc ders ¢+ stockhoidess.. In ract, 3.9 05 a more realistic figure, 1t s
then ne.essary 10 upwasdiy adjust. that. figure for tne tactor of erosien which,
in the case or Pub'ic Szryice Company, hat Deen rather shasp *a recent years.
For example, Pub:'c Servize Company’'s tnrecest coverage rat’o has dec:ined
11.06% in ths 3-month pe~iod.of the first qua-ter of 1974 and an additional
8 61% in the sg-ond guartes o *974. Tewrag s 3.2 interest coverage vat:o and
upwirdly adjust-ng 1 0y 3 .0mps-ar:isly <onsesvstive 0% erosion facter,
gives a 3.5 'nterest .5ve089e 7abic 10 tne efect:ic depsetirent.

Muitipiying the total interest expense of $22,703,607 by 3.5 results
in g figure of $79,462,624. After.subtrsiting present ave lable earnings from
that sum, 2nd mak . ng neceszary tax Tactors adjustments, the total revenue in-
ciease sequ o red by the eiert o department ueing & 3.5 times interest ratio,
is $22,561,707. Uzing.tne. same method Tor. the gas. depariment with an :nterest
coverage rat o of 3.52 (due fo increased :/5ks ©f fhe gos department), o
$6,350,310 gas re-eoue . p7-ease would be required.. Tne tots’! revenue increasc
tor bath tne yas ond eleclric depsriments, as fa.culated by the interest cover-
age ratio deexed preper by Witnesy Garvrson, amounts to $28,912,0°7. Based
upon the captetizatr on of the Compapy, which we have adopted, and the net
gperating ea:o"ngs of ¢f $81,400,643 which i3 opte red ‘n determining the revenus
1ncrease of $28,9:12,0%7, Public Seviice Company »0u'd vealtize a rate of return
on its year-end rate pese of 8.62% and the cost of common equity would be
15.0i% (Stars E«h'pir Noo 4, page 4 of 4; Vo.ume X, pages 89-104).

in summacy, approatning equity rerurn from the point of view or compe-
tition for capita’ sunds, discounted 2ash flow, and witness Garrison's interest
coversye ratie. copoept, theve 1503 convergence to support our finding that a
rate o1 return ¢n vste base of 8.62% snd a rate of return on common equity of
16% is sdeguate sng reasonable for Public Servize Company.
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REVENUE REQUTREMENT

Based upon 2 year-end adjusted rate base of $948,758,996,
and a 8.62 rate of veturn on said rate bate, we find tpe 10ta3d rer
operating earn:ags of the company to be $81,783,025. The earnings
deficiencies, baved on the test yeg , are as follows:

Electric Gas Tota}

Required Net .
Operating Earnings $67,922,776  $73,860,249  $81,783,025

Net Operating Earnings

for the Test Yesr $56,738,745  $10,587,056  $67.325,801
“Indicatec Earnings i

Deticiency $11,184,031  § 3,273,193 $14,457,224

in orcder 1o produce 31.00 of net operating esrnings, a gross
revenye Tncrease of $2.065393 tor electric and $2 015055 tor gas is
required pecause o7 additigral income ang Tranchise vtaxes  Accordingly,
gross increases ¢f $23,099.419 “rn retat) slectc feverves ond 36,595,664
in gas vesenugs &g vesuicsd o tompensate 7o the elects ezenings
gerrciency of §11,384.031 ena the yss defriency o1 $3,273,19:, respec-
tively  Thus, tne 1o1al gross revenue requiTement snorease for both
gas anc slectric 's $29,635,083.

We find the 1est year expenses of Pubiic Service Company werve
reasonable and necetsary to the operat'on or the (ompsry. Tne Company
made an out-ct-period agjustment foy shightly over $4.G00,000 27 wage
increaszes which bpcame affective ir June of 1874, It s trie that is
the past this fommiszion has Tooked with gis¥esor 1. Gul-07-perfod wage

aCJUSTEeNT: U TR yodr 0pRTAling eapenses. In view of tre continying
rise of the cost of !iving, it would pe foily 1o gssume test a utiidty
could avetd nrfpa~wd compensation Tor Ty workers ang at the 15Mme Time
retain high qua’ ser e to iy ouitomers.  In ary evert. -we are
periuaded tnat Lre Cas A n State: Telsphgre &f g Teiegrapn
Company vs. Pun ‘et Comm ssion, 513 P 24 720 119731, compe's
US 10 take nle &.. o r-Gt-period wage and 3alary inorecies which
rnave been cont-a: ted too snc w 'l iake effect aiter ire teit year,

Our Coloracdo Supreme Cou-i ras sasc, 513 P 2d 3t 724

"...12.3) Tne relatignship petween costs,
and ‘pyenue 16 the h s3tor’c test yesr 13
constant and +eliabie factor upon which
agenty can maxe atculations whicn fOfmuia?e the
basis for tair and reasoreble rates to be charged
These walcytations gbviovsly Myst take “nty ons:gera=
“thon crn-peoiod adjustments which Tovoive known changes
4 ing dur ng the test pericd wnich artert the
vEaalionsnip Tacter.  Usl-0f-per g0 adjustments must
e! 30 wT1-7z8d f0r tne same purpose.  An pur-gt-per cd
agjustaoent GPres 5 onange which nas sccurred o will

oc;u'. oS 2xpected Lo oLiur artes the c’c € 0f ihe
tert yeas. An incrzase in tre public Jtiiity taxes
effect.e s1ter the test year 1t & good examp e of such




"zn adjustmert. wWages an¢ salary increases
which havs pean contractea for and which will
take effect atter the test year must alsc be
anaiyzea in the proces: of calculations. Such
wage ang £aiary iacreases may not exceed to any
targe estert the ysual consequent increase in

the productieity o7 the empioyers.
hi

I they do,

ahih 13 geaerz’ily the cé32 in perioas of uncoh-
troiled nftation, then such out-of-period
adjustment must be reckoned with in the rate
Tixing procedure. These are matters which must
OF necessity be of substartial concern 10 & (4te
Tix163 rEQL.atOry sgency of the government wnen
it considers al; rthe evidence and all the factors

availabie to it vr a rate zese. ..’

1
excluaing ¢

One otner categcry of expense merits comment.
zdvertising py a utility whicn has
¢ that promotignal advertising by
inconsistent with the thecry of regulated monopo’y :nsofar as such
advertrsing expense: wou'id be charged to tne ratepayer rather than
being sn expense J.rne 2y the owners of the util:ty.
media adverti.ing cxpenze inLucred by Public Service Lompiny was
$799,862  (Starr Zsnipit N3, 2, pege 5 of 5). None of this adiertising
expense was PiofOTIinRsl 'n nature. 1t 13 speciticaliy noted ihet
$15,990 which was contriputed Lo the slectric company sdvertiiing
program ws: nol inclu0ed as an operating expense by the company .
Service (ompeny s ade2ririing cateyories are.
Instlaricr, Cooxking Schools and SerJice, Satety. Energy Supply, (ost
of Servrce, Ensirgnamense’, Her tage and Hiszovical, Employes Azii. . ties
and Comgunity Sery,ce, and Jeasonai. We find all of these cstegdries
of advesrisitng espensz TO D& Proper and we note that Toe per Customer
€03t of Sa:2 "oilrmaticna) «Overtiiing amounts to 6 4¢ per month per
electyic customer 3and § 8¢ per month per gas customer (volume X,

understandabiy, Tind
pe anomalous. We agre

pages 64-68"

RATE DESIGN AND

SEREAD OF THE RATES

Heving determined that Puplic Service Company requires a
total gross increase 'n 1ts revenues of $29,695,083, (323,099,419 for
etectric and 36,595,664 tcr gas) 1 is necsssary 1o spread the revenue

requirement anong 115 ratepsyers,

claszes of cusrone-

the-pcara efarty iy rate ino

zase for all of "
which would innresse 11: revenues approximately $27,754,000 annuatly
or the pasis Of tne tes1 y2ae. Thus, the Company s pruposed combined

re Compeny has zomplied with this Commission’s pelicy of
cnations and contrioutions +rom 1ts test year expenses.

Wize Cig ot Energy,

+1z2 Company, in 1ts Advice lerter No.
s:-the-bsard gas rate 'ncrease for

wh'eh would 'noirease 113 revenues
$7,598,0600 arpsat:y 00 the Dé>’s 0 the test year in Advice retter
No. 643 - gizctric, Pubiic Serv.ce Company proposed a 15.6% across-

5 classes or customers

gas and e.zutric inCrease amounts to $35,352,000.

-1g-
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clause also proposes to adjust amounts at times other than at the
annual adjustment to coincide with changes in rates to it by its
pipeline suppliers when increases or decreases equate to at least
one mill ($0.001) per thousand cubic feet. As a result of the
frequency in automatic rate increases of the Company's pipeline
suppliers which has shown an upward trend in recent years, {(Volume
II, pages 108-12), we find that the inclusion of an appropriate
PGA clause is warranted to avoid slippage in increased gas costs
which the Company is obligated to pay and to recover. We agree
with Witness Teall that in order to clarify the operation of the
PGA clause, the words "at least" should be deleted from paragraph 1.
under the section heading "Frequency of Change,” which appears on
Original Sheet NO. 133, and that Sheet No 133A should add the
following section:

"INFORMATION TO BE FILED WITH PUBLIC
UTILITIES COMMISSTON:

With each filing pursuant to paragraph 1. or
paragraph 2. under 'Freguency of Change' above, the
Company shall file in addition to the information
delineated in said paragraphs 1. and 2., such infor-
mation as wiil-set forth proof of the Tompany's
increased or decreased costs incurred from its
suppliers, together with such other supporting
data or information as the Commission may request
from the Company."

With this type of a PGA tariff, slippage will be avoided, but at the
same time th’s Commission will be fully apprised of the pertinent
information relative to all gas cost increases which trigger opera-
tion of the Purchased Gas Adjustment cliause.

Electric - Genera!

The electric rate increase as proposed by Public Service
Company of approximately 15 6% would be applied on a uniform basis to
all blocks of all rates and to ail classes of service. Such a proposal,
however, would not be consistent with its cost-of-service study which
discloses that past inequities would continue if applied in such manner.
It should be noted that the cost-of-service study does not take into
account such factors as time of day when a consumer's load occurs,
value of service and character of load.

We believe that wstes should be applied by class and that
residential rates should be restructured to increase the minimum, but
provide a smaller increase for the lower than average use residential
customer. At the same time, we have continyed the trend toward flattening
the rates. We therefore, find and conciude that the $23,099,419 in
electric revenues based on the fest year, which we have stated should
be allowed, may properly be derived by restructuring the residential
rates to result in an overall 11.9% increase and by applying various
percentage increases to rates for other c¢lasses, with the exceptions
of water heating and area lighting.. As for water heating, it should
be noted that this Commission, by Decision No. 79350, in Investigation
and Suspension Docket No., 706, determined that the water heating rate
should be the same as the tail end block of residential. With the tail
end block of residential set at $0.0175 per kwh, and when applied to
water heating, now $0.0146, this will result in a 19.9% increase for
water heating. The increase for area lighting would be 12.0%.
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By applying various percentage increases to groups other than
the residential, the following increases will occur:

General Commercial Lighting Service (GCL) Sheets 120-122 11.0%
Small Lighting and Power Service (SLP) Sheets 123-124 12.0%
General Lighting and Power Service (GLP) Sheet 125 14.,0%
Commercial Electric Water Heating Service (CWH) Sheet 126 19.9%
Commercial Outdoor Area Lighting Service (CAL) Sheets 128-129 12.0%
Gereral Secondary Power Service (GSP) Sheets 140-142 15.6%
General Primary Power Service {GPP) Sheet 143 15.6%
Special Primary Power Service (SPP) Sheet 147 13.0%
Metal Mining and Metal Extracting Service (MMP) Sheet 146 13.0%
irrigation on Power Sevvice (IP) Sheets 144-145 15.6%
Special Contracts Sheets 160-172 : 15.6%
Street Lighting Sheets 201-252 13.0%

Other Uses Sheets 253-278 ) 13.0%

Electric - Lifeline

Today, the Commission finds and adopts, as being in the public
interest and consistent with the Public Utilities Law, the concept of
“Tifeline" pricing for minimum electric service. The term "lifeline" has
been used with respect to minimum telephone service in rate cases in
other jurisdictions. The term also may be appropriately used with -
respect to minimum electric servige. It should be recognized at the
outset that as we use the term, "lifeline" service refers to level of
use and not the economic situation of the user. Thus, a minimum user,
regardless of economic status, will be entitled to the lifeline rate
which we establish today. We recognize, of course, that in fact many
minimum users are likely to-be low-income customers whose electrical
needs are not large and that the advantage of lifeline pricing will
accrue, generally, to this class of customers, -

Rising costs is one of the reasons necessitating a rate
increase. In turn, new plant and equipment to meet additional demand
must be financed at today's costs rather than on the basis of historical
costs.  Although we are not adopting a theory of incremental costing and
pricing, we do believe that it 15 reasonable that minimum users {who
place 1ittle or no demand upon the utility system for additional plant)
are equitably entitled to a lesser percentage rate increase vis-avis
those new or oid customers whose #icreased demands require increasingly
greater amounts of capital construction. Stated another way, we believe
the percentage increases for various users should reflect, at least in
part, the relative demands upen the system as a whole.

{n this proceeding, so-called "lifeline" proposals were
submitted by Staff Witnesses Christolear and Hager, and Public Service
Company Witness Ranniger. -Witnesses Christolear and Hager proposed that
the rate in the first two blocks, (20 kwh per-month, and 60 kwh per
month) be maintained at the current level, 1.e., no increase at all
be assigned to those two first blocks. All other residential blocks

*Technizally it was proposed that the first block of the R-1 rate be
rounded upward from 97.5¢ to $1.
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Public Service Company Witness Ranniger presented a "soup
bowl" alternative for "iifeline® service. That is, at 45 kwh per
month the proposed increase would be 15.6%; at 80 kwh the increase
would be 2.5%; the increase would rise to 5.5% at 100 kwh per month;
to 13.91% at 200 kwh per month; 15.6% at 300 kwh per month; to 15.8%
tor 411 kwh per month (411 kwh = average monthly usage) and to 16%
at 500 kwh, at which point the curve would flatten through the tail
end biock which would receive a 17.9% increase.

We do not accept the proposal of Staff Witnesses Christolear
and Hager for no increases through 80 kwh per month blocks. Although
the evidence 15 not strictly clear, 1t seems reasonably certain that
a $1 minimum rate does not, in fact, recover the non-energy front end
and fixed costs (sometimes lumped together and known as "customer”
costs), let alone the energy costs {Volume X, page i27; Volume XI,
page 25). Nor do we accept the “soup bowl" curve proposed alternatively
by Public Service Company Witness Ranniger. - On balance, we have adopted
an approach in between the proposal submitted by Witnesses Christolear
and Hager and that proposed by Public Service Company. Accordingly,
we have increased the minimum monthly charge for residential service
for R-1, R-2, UR-1 and UR-2 rates but have also increased the energy
in the minimum block for these rates from 20 to 30 kwh. UWe believe
a low user properly might be considered one who uses approximately 100
kwh per month. In restructuring residential rates, we have established
a rate for 100 kwh at $3.95 per month, or a 9.92% 1increase; for 200 kwh
at $6.67 per month for a 10.0% increase; and for 1,000 kwh per month
at $28.43 or a 12.55% increase. The average user is one who consumes
approximately 411 kwh per month at a rate of $12.41 per month or an
increase of 11.6%. These rates are applicable only to the R-1 rate
areas which apply generally in the metropolitan areas of the state.

For all other rate areas, a similar percentage of restructuring rates
is to be applied, with a tail end block for rates including water
neating set at $0.0175 per kwh.

Electric - Elimination of "Al) Electric® Residential

Under the new rates which we approve today, the "all electric"
residential rates RH and URH are eliminated and customers heretofore
served thereunder, will be billed pursuant to the appropriate R-i, R-2
and R-3 rates for general overhead service and the UR-1, UR-2 and UR-3
rates for underground service, except that the "ali electric" residential
customer will have a minimum monthly bili based on 200 kwh usage. The
1973 average use per customer of general "all electric" service RH was
1,897 kwh per month {Public Service Company Exhibit No. 44, page 1
of 2). The increased rates for this average use will range between
27.8 to 35.6% for usage under the new R-1, R-2 or R-3 rates. In
1973 the average use per customer of "all electric” underground service -
URH was 2,908 kwh per month (Public Service Company Exhibit No. 44,
page 1 of 2). For 2,908 kwh usage per month the "all electric”
underground served customers will receive an increase in their rates
ranging from 22.7 to 28.2%. Approximately 2,500 customers will be
affected by the elimination of the "all electric" rates {(Staff Exhibit
No. 6, page 3 of 3). It has been generally recognized that in the past
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a number of electric utilities, including Public Service Company,
adopted so-called "all electric" rates which, when compared to
other residential electric rates, gave a price preference to
those customers who agreed to use electricity exclusively for

all sparce heating and applicance requirements. The preferential
"all electric" rate was basically promotional, and, although

it may have been justified in the past, in our view it is no
longer appropriate or justified in an era of energy shortages.

In our judgment were the "all electric" rates retained, coupled
with shortages of natural gas, the incentive to convert to and
construct "all electric" homes will be strong, thus placing
increasing pressure on our electrical energy supplies in the
future. It should also be recognized that there is no evidence
in this record, to justify a lower rate for "all electric" service
based upon cost-of-service studies, load factor or other factors.
In summary, we cannot look with favor upon any special rate which
encourages the use, rather than the conservation of energy.

Electric - Special Contracts

Although Staff Witness Hager proposed 20% increase for
special contract customers, we find and agree that Public Service
Company's proposed rate increase of 15.6% for this group of customers
is reasonablie and appropriate.
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6. A total gross increase of retail electric revenues required is
$23,099,419,

-

7. The total.gross increase of gas revenues reguired is $6,595,664,

, 8. To obtain.increased gas revenues. of $6,595,664, rates for vesi~.
dential customers.should: be: increased. 6.11%; industry and interruptible gas
customers should be increased 6.34%; and commercial customers shouid be

* increased 6.75%.

9. Public Service Company’s. "gas Cost Adjustment” tariff, as clarified
to provide in paragraph.1:thereof {“Freguency of Change") to operate only on
October 1 of.each year, and to.provide for the submission of supporting data
or information to the Commission, is reasonable, and should be approved.

10. To obtain an additional $23,099.419 in electric revenues, resi-
dential rates should be restructured to result in an overall 11.9% increase
with specific percentage increases by classes, as delineated more specifically
above under the section headed "Rate Design and Spread of the Rates".

1. A "lifeline" rate for minimum electiric service should be established
to provide a. 9.92% increase in the first 100 kilowatt hour per month block in
the R-1 rate zone.

12. The "all .electric’ residential rate should be abolished and the
rate structure. for. "all electric’ homes should be the same as for other
electrical usage. .

13. Colorado Association of School Boards did not purport to, and in
fact does not, represent the general body of ratepayers of Public Service and
its participation in the. proceeding herein had no material effect upon the
decision rendered today.

CONCLUSIONS ON FINDINGS OF FACT

Based upon all the evidence of record in this proceeding, the Commis-
sion concludes that: ;

1. The existing gas and retail electric rates for Public Service
Company do.not, and will not,  in the foreseeable future, produce a fair and
reasonable rate of .return to Publiv Service Company.

2. Such rétes.present]yiin'effect are not, in the aggregate, just
and reasonable.or. adeguate, and, based upon the test year ending March 31,
1974, the overall revenue deficiency for Public Service Company is $29,695,083.

3. Pub]ic‘SérVice{CGmpany‘shnuld be authorized to file new gas and
electric. rates and.tariffs.that would,.on the basis of the test year condition- .
produce additionalirevenues: equivalent. to. the revenue deficiencies stated
above, spread.among.its ratepayers. in the manner set forth above under "Rate
Design and Spread of the Rates”.

4, The rates and tariffs, as ordered herein, are just and reasonable.

5. A Purchase.Gas' Adjustment clause is reasonable and proper.

6. The Colofado.Association:of‘Schoo1“80ard's Motion for attorneys
fees should be denied.

An appropriate Order will be entered.
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ORDER
THE COMMISSION ORDERS THAT:

1. .The gas tariff revisions accompanied by Advice Letter No. 190 -
Gas, filed by Public Service Company of Colorado, be, and hereby are,
permanently suspended.

2. The electric tariff revisions accompanied by Advice Letter No.
643 - Electric, fiied by Public Service Company of Colorado, be, and hereby
are, permanently suspended.

3. Public Service Company of Colorado be, and the same hereby is,
ordered to file new gas rates to: produce $6,595,664 in increased revenues
as more specifically set forth in Appendix B which is attached hereto, and
made a part hereof.

4. Public Service Company of Colorado be, and the same hereby is,
ordered to refile the following sheets which accompanied Advice Letter No.
190 - Gas, to wit:

Colo. PUC Sheet Number o ~ Title of Sheet
Original 1338 Gas Cost Adjustment
Original 133C Gas Cost Adjustment

5. Pubiic Service Company of Colorado be, and the same hereby is,
ordered to refile Original Sheet No. 133, Gas Cost Adjustment, with the words
"at least" deleted from paragraph 1. under "Freguency of Change".

6. Pubiic Service Company of Colorado be, and the same hereby is,
ordered to retfiie Original Sheet No. 133A, Gas Cost Adjustment, with the
following added thereto:

"INFORMATION TO BE FILED WITH PUBLIC UTILITIES COMMISSION:

With each filing pursuant to paragraph 1. or paragraph
2 under 'Frequency of Change' above, the Company shall file, in
addition to the. information delineated in said paragraphs 1. and
2., such information as will set forth proof of the Company’'s in-
creased or decreased costs incurred from 1ts suppliers, together
with sucn other supporting data or information as the Commission
may request from the Company.”

7. Public Sérvice'Company of Colorado be, and the same hereby is,
ordered to file electric rates, as hereinafter ordered, to produce $23,099,419
in increased revenues.

8. Public Service Company of Colorado be, and the same hereby is,
ordered to refile the following electric tariff revisions originaliy filed
by Advice Letter No. 643 - Electric:

4th Revised 140 Schedule GSP-1
3rd Revised 141 - “Schedule GSP-2
3rd Revised 142 Schedule GSP-3
4th Revised 143 Schedule GPP

4th Revised 144 Schedule IP-1

3rd Revised 145 Schedule IP-2
4th Revised 160 Schedule SCS-1
3rd Revised 161 Schedule S€S-2
5th Revised 162 Schedule SCS-3
3rd Revised 163 Schedule 5CS-4
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4th Revised 164 Schedule SCS-5
3rd Revised 165 Schedule SCS-6
3rd Revised 166 . Schedule SCS-7
3rd Revised 167 Schedule SCS-8
3rd Revised 168 Schedule SCS-9
4th Revised 169 Schedule SCS-10
3rd Revised 170 Schedule SCS-11
3rd Revised 171 Schedule SCS-12
3rd Revised 172 Schedule SCS-13

9. Public Service Company of Colorado be, and the same hereby is,
ordered to file new residential electric rates as more specifically described
in Appendix C which is attached hereto and made a part hereof.

10. Public Service Company of Colorado be, and hereby is, ordered to
file. other new electric rates as more specifically set forth in Appendix D
which 1s attached hereto and incorporated herein made a part hereof.

11. The rates and tariffs provided for in paragraphs 1. through 10.
shall be filed by Public Service Company of Colorado on or before the 25th
day after the effective date of this order, to become effective on not less
than one (1) day's notice. Notice required hereby shall be given in the
manner prescribed by CRS 1963, 115-3-4, as amended, with additional notice
required only to the parties herein. The filing of all the new rates and
tariffs provided for herein shall reflect the effective date of the various
schedules and the authority for filing under this decision,

12. The Motion filed by the Colorado Assoc1at1on of School Boards
be, and the same hereby is, denied.

13. A1l pending motions not previously ruled upon by the Comm1ss1on
or by the Order herein, be, and the same hereby are, denied.

This Order shall be effective forthwith.
DONE IN OPEN MEETING the 24th day of September, 1974.

(S EAL) THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO

EDWIN R. LUNDBORG

HOWARD S. BJELLAND

Commissioners

COMMISSIONER HENRY E. ZARLENGO ABSEN!

Harry A 1119an, dr.y Sﬁcretary
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PUBLIC SERVICE COMPANY EXHIBITS

Analysi1s of sources of construction funds.

A 2-page exhibit showing the comparison of growth in electric and gas
operating revenues to operating expenses for each department,

A 2-page exhibit showing the trend of operating labor costs per kilowatt
hour and per MCF compared to the trend in sales of electricity and
natural gas.

An 8-page exhibit examining certain indicators of labor performance. The
first 4 pages relate to the electric department and the last 4 pages to
the gas department.

A 2-page exhibit showing, for the period 1969 through 1973, the cost of
operating labor as a percent of total revenue.

A 2~pagé exhibit showing the prices of commonly used electric materials
on page 1 and gas materials on page 2.

A 3-page exhibit showing the results of purchasing and holding 100 shares
of PSC Common Stock from January 3, 1961 to June 28, 1974.

A tabulation of the Consumer Price Index, with various price comparisons
from 1953 - 1974,

A tabulation showing the impact of prior Commission Decisions on Revenues
of PSC.

A tabulation showing the Compensating Bank Balances of the Company and
the resulting amount of short-term credit supported by those investments,

A tabulation showing the fee-line credit of PSC.
The pattern of short-term borrowing during the test period by P5C,

Determination ot wage adjustment for twelve-month period ended March 31,
1974,

Reported return on Common equity and the return earned excluding AFDC
for the year 1973 and company estimates of the return on Common Equity
on both bases for each of the years 1974 through 1978 on a corporate
basis.

On a consolidated basis - the ratio of pre-tax earnings coverages of
fixed charges for each of the years 1966 through 1973 and for the
twelve-months ended March 31, 1974,

Statement of the Capital Structure of the Company at March 31, 1974,

Consists of 2 pages. ,

First page shows the Consumers Price Index as a short dashed line, the
Index for residential electric rates nationally as a long dashed line
and P5C s residential rates; all from 1967 through 1973,

Second page shows the relationship of PSC's residential natural gas
rates based on the 1973 average of 154 CCF per month,
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27.

28,
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Chart showing the percentage of "Effective Buying Power Per Household"
required to pay for gas and electric service,

A discounted cash flow analysis to determine what the fiar rate of
return on Common Equity should be,

An analysis of the increases in embedded costs of debt at the times of
rate cases since 1960 and a calculation of the cost of common equity
based upon increased debt costs.

Analysis of new issue y1e}ds on Aa utility bonds and the y1elds that have
been demanded by investors in PSC Common Stocks.

Compilation of recent events or "happenings" in utility financing to
illustrate the difficulties presently being encountered in the market-
place.

Total construction requirements of the Investor-owned Electric Utility
and Telephone Industries.

Internal generation of construction requirements of the Investor-owned
Electric and Telephone Utilities Industries.

Assorted data from Moody’s Investors Services regarding utilities
securities.

Utilities whose bond ratings have been reduced by Moody‘s and/or
Standard and Poor's since 1970.

Data concerning the direct offerings of electric utility common shares
to the public since 1970.

Price performance of 51 electric utility stocks since the Con Edison
dividend omission,

Flow of Funds Table describing the increases in the individual’s fin-
ancial assets in the U.S. economy since 1968.

Impact of inflation on individual income since 1967.

Assorted Data regarding Standard and Poor’s averages of industrial and
electric power company stocks and regarding Moody's electric power
company average.

Certain measures of growth for Public Service Company of Colorado.

Additional data on electric utilities downgraded from AA/Aa to A by
Standard and Poor’s and/or Moody's in 1973 and 1974,

Available returns on various instruments since 1968.
An exhibit prepared by Reis & Chandler, Inc., entitled “Studies of Cost

of Capital and Other Data Used in Determination of Fair Rate of Return,"
dated July, 1974,
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40,
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45,

46.

47.

48.
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51,
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A 9-page exhibit showing PSC's net operating earnings of the electric
and gas departments for the 12 months ended March 31, 1974,

A 4-page exhibit - setting forth financial statements for the total
company for the 12 months ended March 31, 1974, .

Page 1 - Statement of Income

Page 2 - Statement of Retained Earnings

Pages 3 and 4 - Balance Sheet,

A 5-page exhibit setting forth the Company's Net Original Cost Rate
Base at March 31, 1974. :

A 5-page exhibit setting forth various calcylations. Entitled "Determina-
tion of Electric Department Earnings Requirement with a 9.10% Gas Depart-
ment, 8.86% Electric Department, and 8.90% Combined Electric and Gas
Departments Return,

"Proposed Electric Rates."

“Proposed Gas Rates."

“Calculation of Proposed Gas Rates."

A 2-page exhibit showing “Increase in Rate of Return vs. Rate of Return
Under Conditions of a Uniform Increase in Rates,” for the electric and

gas departments.

A 2-page exhibit entitled "Average Monthly Revenue Increase" for the
electric and gas departments,

A 2-page exhipit illustrating the method used to normalize gas sales,
the change 1n operating revenues due to normalization and the corres-
ponding change in the cost of purchased gas.

A 3-page exhibit showing the effect of the revenue adjustment resulting
from the rates filed on May 24, 1974, the net operating earnings for
the test year, and the resulting rates of return.

A 28-page exhibit entitied "Public Service Company of Colorado, Bank
Line Commitments,"

A summary of cost of service allocation studies for both the gas and
electric departments for major customer classifications for the test
year,

A 4-.page exhibit detailing rates for wholesale service.

An alternate residential rate proposal for the electric department.

The dollar and cents effect at average uses for the various residential

rates should the rates shown on PSC Exhibit No. 50 be adopted.

"Approximate Proportion of Common Stock Equity to Total Capitalization
of Principal Electric Utilities at December 31, 1973.¢

-30-



1.

1&S Docket No. 868
Decision No. 85724
APPENDIX A
Page 4 of 5

STAFF EXHIBITS

A 6-page exhibit developing a year-end and average year rate base for
the Company.

A 5-page exhibit developing income statements for the test year, and
showing mass media expense,

A 2-page exhibit developing a fair return on equity, and a capitalization
statement,

A 4-page exhibit developing the revenues of the Company's gas and
electric departments using a coverage ratio approach.

AA4~page exhibit on spread of rates by staff.
A 2-page exhibit in respect to proposed electric revenues by staff,
A 2-page exhibit in respect to proposed gas revenues by staff.

ZARLENGO EXHIBITS

Letter by Commissioner Zarlengo dated August 29, 1974, addressed to
Respondent’s Counsel; Mr, Bryant 0'Donneli.

A study containing a peak electric load projection for the year 1978.

Letter by Mr. O0'Donnell dated September 4, 1874, in response to
Commissioner Zarlengo's letter of August 29, 1974.

GENERAL SERVICES ADMINISTRATION EXHIBITS

A 5-page exhibit consisting of 3 publications entitled "Financial News
and Comment.”

A document entitled “"Rate of Return earned on Average Common Equity.’

Revenue Reguirements of Public Service Company based on Commission
Decision No. 82411, February 23, 1973,

COLORADO ASSOCIATION QF SCHOOL BOARDS EXHIBITS

A 3-year exhibit detailing Projected Electric Construction during the
years 1974 through 1978 and the estimated cost thereof, for PSC.

A 10-page exhibit entitled "Authorized Revenue Base for Colorado School
Districts - 1975 Budget Year."
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COLORADO PUBLIC INTEREST RESEARCH GROUP EXHIBITS

A l4-page exhibit detailing customer information for the electric depart-
ment of Public Service Company for the twelve months ended March, 1974,
Also referred to as Attachment No. 4. '

A 3-page exhibit detailing the 10 largest electric customers of Public
Service Company based on 1973 consumption, 1972 consumption and 1971
consumption. Also referred to as attachment No. 9.

A 2-page exhibit for Public Service Company detailing monthly peak Toad
capabilities for electricity and gas from 1971 through 1973. Also re-
ferred to as Attachment No. 15.

A 10-page exhibit showing by plants or plant units, as the case might
be, the percentage of maximum output capacity, along with appropriate
footnotes. Also referred to as Attachment No. 16.

J. D, MACFARLANE EXHIBITS

Statement of Mr, MacFarlane,
A set of four tabulations.

SAUL PRIMACK EXHIBIT

Statement of Saul Primack.

BARBARA HOLME EXHIBIT

Statistical data entitled “Sales of Electricity by Rate Schedules (Selected
Schedules).
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COLORADO P.U.C. NO, 4 ~ GAS RATES EFFECTIVE BY THIS ORDER
RESIDENTIAL AND COMMERCIAL
Present Increase Per Block
Sheet Number Schedule Minimum (Includes) Percent Unit
$ .
Thirteenth Revised 26 RG~1 1.40 4 Ccf 6.11 Ccf
Eleventh  Revised 27 RG-2 1.45 4 Ccf 6.11 Ccf
Twentieth Revised 28 RG-3 1.45 4 Ccf 6.11 Ccf
Fourth Revised 29 RG-4 1.45 4 Ccf 6.11 Ccf
Ninth Revised 30 RG~5 1.75 4 Ccf 6.11 Cef
Thirteenth Revised 3] RG~6 1.75 4 (cf 6.11 Ccf
Tenth Revised 32 RG-7 1.80 4 Ccf 6.11 Ccf
Fifteenth Revised 33 RG-8 1.45 5 Ccf 6.11 Ccf
Ninth Revised 37 GL-1 1.95, First Two Mantles $0.62 ea. add'l. mantle
Ninth Revised 38 GL-2 2.20, First Two Mantles $0.65 ea. add'l. mantle
Seventh Revised 39 GL-3 1.80, First Two Mantles $0.62 ea. add'l. mantle
Thirteenth Revised 51 CG-1] 2.50 4 Ccf 6.75 Cef
Twelfth Revised 52 CG-2 2.60 4 Ccf 6.75 Ccf
, Twentieth Revised 53 CG-3 2.60 4 Ccf 6.75 Ccf
@ Fifth Revised 54 CG-4 2.60 4 Ccf 6.75 Ccf
5 Ninth Revised 55 CG-5 2.90 4 Ccf 6.75 Cef
Thirteenth Revised 56 CG-6 2.95 4 Ccf 6.75 Ccf
Twelfth Revised 57 CG-7 2.95 4 Ccf 6.75 Ccf
Eleventh  Revised 58 1CG-1 Greater of $61.00 or Billing Demand 6.75 Mcf, Commodity and Demand
Tenth Revised 59 1€6-2 Greater of $61.00 or Billing Demand 6.75 Mcf, Commodity and Demand
Fourth Revised 59A 1CG-2 Greater of $61.00 or Billing Demand 6.75 Mcf, Commodity and Demand
Thirteenth Revised 60 1CG-6 Greater of $89.00 or Bi1ling Demand . 6.75 Mcf, Commodity and Demand
Eleventh  Revised 61 CGL-1 1.95, First Two Mantles $0.62 ea. add‘l. mantle
Thirteenth Revised 62 CGL-2 2.20, First Two Mantles $0.65 ea. add'1. mantle
Thirteenth Revised 63 CG~-8 2.30 5 Ccf 6.75 Ccf
Eleventh  Revised 64 1CG-8 Greater of $62.00 or Billing Demand 6.75 ‘ Mcf, Commodity and Demand
Eighth Revised 65 CGL-3 1.80, First Two Mantles $0.62 ea. add'l. mantle N
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COLORADO P.U.C. NO. 4 - GAS, RATES EFFECTIVE By THIS ORDER
INDUSTR:AL AND INTERRUPTIBLE
Present ; Base and Excess Minimum Annual
Sheet Numbers - Revision Schedule % Increase Unit 0a Peggﬂﬂgﬁ Apr-Oct Nov Mar Minimum -
$ $ $
78 thru 78E as Applicable C~1 6.34 Mct 13.35 55 45 5 55
7% and 79A as Applicable $5-1 6 34 Mcf 21.95 1,110.00
80 and 80A as Appiicable D-1 6 34 Mcf 21.95 288.00
81 and 81A as Applicable E-1 6 34 Mcf 21.95 3,330.00
82 thru 82D as Applicable E-2 6 34 Mct 23.30 1,660.00
83 and 83A as Applicable E-3 6 34 Mcf 23.30 1,660.00
84 and 84A as Applicable E-4 6.34 Mcf 23.30 1,660.00
86 and 86A as Applicable E-6 6.34 Mcf 54.55 554 .50
877 and 878 as Applicable E-7 6.34 Mcf 23.30 1,660.00
88 and 88A as Applicable F-1 6.34 Mcf 21.95 55,400.00
89 thru 89C as Applicable C-2 6.34 Mcf 13.45 56.00 5.60
90 and 90A as Applicable $§8-2 6.34 Mct 22.20 1,120.00
91 and 91A as Applicable D-2 6.34 Mcf 22.20 280.00
92 and 92A as Applicable E-8 6.34 Mcf 22.20 3,360.00
93 and 93A as Applicable F-2 6.34 Mcf 22.20 112,000 00
101 as Applicable SCS-1 6.34 Mcf .
102 as Applicable SCS-2 6.34 Mcf 55,400.00
103 as Applicable 5CS-3 6.34 Mcf 22,200.00
104 & 104A as Applicable $Cs-4 6.34 Mcf 21.95
105 as Applicable SCS-5 6.34 Mcf 3,880.00
106 & 106A as Applicable SCS-6 6.34 Mcf 22.20 112.000.00 R
o U0 oo
Where the entry block provides for multiple units of volume that block rate shall be increased 6.34%., @ 58:’
(2SR B o]
Rounding Criteria g;g =
ng (ad
Commodity Charges Demand, Excess, and Minimum -z
Unit  Charge Entry Rounded o -
i $ S &
Ccf , 0007 10 - 1.00 001 + 0
Therm L0001 1.01 - 100.00 .05
Hef 001 100,07 - 1,000.00 1.00
MMBtu 001 1,000.01 - 10,000.00 10.00
10,000.01 - 100,000.00 50.00
100,000.01 = 1.,000,000.00 100.00
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APPENDIX C .
Page 1 of 2
RESIDENTIAL
Existing Allowed In This Order by Commission
PUC #5—E1eétric Blocks Rate Per KWH Blocks Rate Per KWH
Sheet No., & Schedule KWH/Month  or Minimum  KWH/Month or Minimum % Increase
101
Residential R-1 Ist 20 $ 0.975 Min  1st 30 $ 1.50 Min
Next 60 .0367 Next 70 .035
Next 920 .0240 Next 900 ©o.0272
Over 1000 .01586 Over 1000 L0175
102
Residential R-2 Tst 20 $ 1.22 Min Ist 30 $ 1.80 Min
Next 60 .0425 Next 70 .041
Next 920 0257 Next 900 029
Over 1000 .0156 Over 1000 L0175
103
Residential R-3 Tst 32 § 2.05 Min Ist 30 $ 2.10 Min
Next 48 .0435 Next 70 .042
Next 920 L0257 Next 900 .029
Over 1000 .0156 Over 1000 0175
107
Residential RH
R-1 Area 200 $ 5.95 Min $ 6.67 Min 12.10
R-2 Area 200 5.95 Min 7.57 Min 27.23
R-3 Area 200 5.95 Min 7.94 Min 33.45
Applicable Residential
Energy Rate. If for
purposes of accounting
and use control,
company may file a
separate sheet for
each rate area.
109
Residential Water Heating A1l $ 0.0746 All $ 0.017% 19.8¢
RWH.  Company may, at its
option, bil1 at this rate at
tail of applicable area rate
bil1l by suitable language in
area tariff.
m
Residential Area Lighting RAL. 12.0
Round monthly charge to near-
est cent,
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RESIDENTIAL
Existing Allowed In This Order by Commission
PUC #5-Electric Blocks Rate Per KWH Blocks Rate Per KWwH
Sheet No, & Schedule KWH/Month or Minimum KWH/Month or Minimum % Increase
104
Residential UR-T Ist 20 $ 1.61 Min 1st 30 $ 2.10 Min
Next 60 L0464 Next 70 .045
Next 920 .0257 Next 900 .029
Over 1000 .0156 Over 1000 L0175
105
Residential UR-2 Ist 20 $ 1.85 Min 1st 30 $ 2.40 Min
Next 60 .0523 Next 70 .051
Next 920 L0277 Next 900 .031
Over 1000 .0156 Over 1000 L0175
106
Residential UR-3 1st 32 $ 2.78 Min Tst 30 $§ 2.70 Min
Next 48 .0532 Next 70 .052
Next 920 .0277 Next 900 .031
Over 1000 .0156 Over 1000 L0175
108
Resident:al URH
R-1 Area 200 $ 8.39 Min $ 8.15 Min  (2.86)
R-2 Area 200 8.39 Min 9.07 Min 8.10
R-3 Area 200 8.39 Min 9.44 Min 12.51

Applicable Residential
Energy Rate. I[f for
purposes of accounting
and use control, company
may file a separate
sheet for each rate area.
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ALL RATES NOT COVERED IN
APPENDIX €

Colo. PUC #5-Electric
Current Rates

Increase in % Qver
Current Rates Allowed in
this Ordér by Commission,

Sheet No. Title of Sheet Round as in Filed Rates.
3rd Revised 120 Schedule GCL-1 11.0
3rd Revised 121 Schedule GCL-2 11.0
3rd Revised 122 Schedule GCL-3 11.0
Z2nd Revised 123 Schedule SLP-1 12.0
2nd Revised 124 Schedule SLP-2 12.0
2nd Revised 125 Schedule GLP 14.0
Znd Revised 126 Schedule CWH 19.9
2nd Revised 128 Schedule CAL-1 12.0
2nd Revised 129 Schedule CAL-2 12.0
2nd Revised 146 Schedule MMP 13.0
2nd Revised 147 Schedule SPP 13.0
1st Revised 201 Schedule SL 13,0
1st Revised 201A Schedule SL 13.0
Ist Revised 201B Schedule SL 13.0
1st Revised 201C Schedule SL 13,0
1st Revised 201D Schedule SL 13.0
Z2nd Revised 209 Schedule SL 13.0
1st Revised 210 Schedule SL 13.0
3rd Revised 211 Schedule SL 13.0
Tst Revised 211A Schedule SL 13.0
2nd Revised 212 Schedule SL 13.0
1st Revised 213 Schedule SL 13.0
2nd Revised 214 Schedule SL 13.0
1st Revised 215 Schedule SL 13.0
Z2nd Revised 216 Schedule SL 13.0
2nd Revised 217 Schedule SL 13.0
Tst Revised 218 Schedule SL 13.0
3rd Revised 219 Schedule SL 13.0
1st Revised 220 Schedule SL 13.0
-37-
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Page 2 of 2
ALL RATES NOT COVERED IN
APPENDIX €
Colo. PUC #5 Electric Increase in % Over

Current Rates Current Rates Allowed in

this Order by Commission,

Sheet No. - Title of Sheet Round as in Filed Rates.
Tst Revised 221 Schedule SL 13.0
1st Revised 222 Schedule SL 13.0
Ist Revised 223 Schedule SL 13.0
2nd Revised 224 Schedule SL 13.0
Ist Revised 225 Schedule SL 12.0
Z2nd Revised 226 Schedule SL 13.0
1st Revised 227 Schedule SL : 13.0
Ist Revised 228 Schedule SL 13.0
Original . 229 Schedule SL 13.0
2nd Revised 229A Schedule SL 13.0
"Original | 230 Schedule SL 13.0
2nd Revised 230A Schedule SL 13.0
2nd Revised 231 Schedule SL 13.0
Tst Revised 232 Schedule SSL 13.0
1st Revised 233 Schedule SSL 13.0
1st Revised 233A Schedule SSL 13.0
1st Revised 234 Schedule SL 13.0
1st Revised 235 Schedule SL 13.0
1st Revised 236 Schedule SL 13.0
1st Revised 237 Schedule SL 13.0
1st Revised 250 Schedule SLU-1 13.0
1st Revised 251 Schedule SLU-2 13.0
Tst Revised 252 Schedule SLU-3 ' 13.0
Z2nd Revised 253 Schedule MBS-1 13.0
2nd Revised 254 Schedule MBS-2 13.0
Znd Revised 255 Schedule SPL-1 13.0
2nd Revised 256 Schedule SPL-2 2.0
2nd Revised 257 Schedule MBS-3 13.0
2nd Revised 258 Schedule MBS-4 13.0
Z2nd Revised 259 Schedule MBL-] 13.0
Z2nd Revised 260 Schedule MBL-2 13.0
Z2nd Revised 261 Schedule MBL-3 13.0
2nd Revised 262 Schedule MBL-4 13.0
3rd Revised 270 . Schedule MP-1 13.0
5th Revised 27] Schedule MP-2 13.0
3rd Revised 272 Schedule MP-3 13.0
3rd Revised 273 Schedule MP-4 13.0
1st Revised 275 Schedule TSL 13.0
Ist Revised 276 Schedule HSL 13.0
2nd Revised 277 Schedule SC 13.0
1st Revised 278 Schedule ARW 13.0
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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO

* * *

IN THE MATTER OF RATES AND CHARGES) INVESTIGATION AND SUSPENSION
FILED BY PUBLIC SERVICE COMPANY ) DOCKET NO, 868

OF COLORADO UNDER ADVICE LETTER ) )

NO. 190 ~ GAS AND UNDER ADVICE ) ERRATA NOTICE

LETTER NO. 643 - ELECTRIC, )

October 7, 18974

Decision No, 85724

DECISION AND ORDER OF THE
COMMISSION ESTABLISHING NEW
RATES AND TARIFFS

{Issued September 24, 1974)

Page 1: Under "Appearances” change the word "Respondent" to
“"Public Service Company”,

Page 2: Change the second 1ine 1n appearances concerning
Archie Calvaresi, Denver, Colorado, from “for" the Colorado Motel
Association to “of" the Colorado Motel Association,

Page 3. Under Paragraph No. 3, (2) change the word "Respon-
dent's* to “Pubiic Service Company's".

Under Paragraph No. 3, No. (4) change the word “"Respondent’s”
to "Public Service Company‘s”.

Under Paragraph No. 3, No. {6} change the word “Respondent‘s"
to "Public Service Company’s™.

Page 4: Change the typographical error in Paragraph No. 2;
Tine 1, from “parities”™ to parties”.

Page 5: Change the typographical error in Tine 4 from
“compriese” to “comprise”.

Page 7: Change the word "rate-making” in the first line of
Paragraph No. 3 to "rate making". Also, in Paragraph No. 3, Tine 2,
change the word “ratemaking” to “rate making®.

Page 10: Change the figure in iine 2 of Paragraph No. 1. from
"$516,278.762" to "$156.278.162",

Change the word "or" in Paragraph No. 2, Tine 3, to "of".




