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I. 

··BACKGROUND 

.. On March 26, 1980, Public Service Company of Colorado (hereinafter 

Public Service, or Company, o.r Respondent) filed three advice letters 

seeking increases, effect¢dby.across-the-board percenta;ges~ inbase 

rates as fellows: 

Annual .. Amount· .. Percentage 

Advice Letter' No. 791-Electtic $56,290,000 11.4% 

Advice Letter No. 293-Gas $11,348,000 2.1"1% 

Advice Letter No. 23~Steam $ 659,000 11.36% 

In the three aforementioned. advice letters Public Service 
. . . 

states that its present rates are seriously inadequate and confiscatory. 

Public Service requested the Commission permit the tariff sheets accompany­

ing its three advice lettersto.become effective y as requested, on or 

before April 25, 1980. 

The Commission was, and. ;s, mindful of the economic climate in 

general and the particular circumstances confronting Publ i cServ; ceo 

The Commission further recognized thatalthbugh it could legally permit 

the Publ i c Servi ce fil i ngs to go ; nto effect without .heari ngs and suspen­

s ions, the revenues generated by such increased ta·riff rates waul d not 

be subject to refund. Accordingly y the Commission, in its judgment, 

determined that the March.26, 1980 Public Service tariff filings should 
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be set for hearing on an expedited basis. This the Commission accomplished 

by entering Decision No. C80-675 on April 8, 1980. In that decision the 

Commission limited the scope of the hearing in this docket to two basic 

issues: 

(1) Do the instant filingS, in fact, implement 
the regulatory principles established in 
Investigation and Suspension Docket No. 1330? and 

(2) Do the,emerrgency'fi nand.alconditions out 1 ine'd 
by Pub Ti cSetvi.cei nits advice letters justify 
aceel erated re li ef? 

The two issues herein will be conside·tedin inverse order in 

the discu.ssion which ,follows si"nee the second question is the threshold 

issue. 

In Decision No.C80,.S75 i the Commission established April 18, 

1980 as the date by which 'any inte'rested person, firm or corporation 

could file an appropriate pleading 'to interveneand"be a party in this 

docket. Public Service was ordered to file copies of its Summary of 

Direct Testimony and Exhibits on or before April 21, 1980. The Commission 

a 1 so ordered that any person, or party, inc 1 udi ng the staff Of the 

Commission,who intended to present evidence that Public Service's 

filings did notcomply,inwhole or in part, with the regulatory principles 

established in Investigation and Suspension Docket No. 1330 (I&S 13.30), 

or who intended to present 'evidence that the financial or oper,ating 

condit i q,ps of Public Service do not amount t{)an emergency justifying 

accelerated relief, to so advise the Commission in writing on or before 

April 25, 1980. 

Testimony from public witnesses was received by Commissioner 

L. Duane Woodard and Examiner Robert E. Temmer on April 28, 1980, and a 

transcript of that testimony has been provided to the Commission. 

The hearings in chief were held before the Commission on 

April 30, May 1, and May 2) 1980~ 
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witness. 

Public Service called as witnesses the following: 

Mr. O. D. Hock 
Mr. J. N. Bumpus 
Mr.R. F. Walker. 

General Services Administration (GSA) called as witnesses: 

Mr. Robert L. Marshall 
Dr. William R. Belmont. 

The staff of theC.ommi ssi on c;a 11 edJames A. Hi chards as a 

The parties were perndtted to provide.,. on anoptionaT basis, 

statements of position on or before May 12, 1980. Such statements of 

position were filed by the following: 

1. Public Se rv ice Company of Colorado 

2. General Services Administration· 

3. Colorado Office of Consllmer Services 

4. Colorado Energy Advocacy Office 

5. Vera Gilde, Concerned Citizens Congress 
of Northeast Denver, Colorado Association 
of Community Organizati on$ ·for Reform Now. 

As a preliminary matter on April 30; 1980,. motions to dismiss 
. . . 

fil ed by the Concerned Cit; zens Congress of Northeast Denver, Vera· 

Gilde,Colorado Association of Community Organizations for Refo.rmNow, 
. . 

. and Co lorado Offi ce of ConsumerServ.fces were orally argued to the 

Commission. The motions were denied. 

·At the conclusion of the hearings, the matter was taken under 

advi sement. 

Pursuan~ to the provisi6ns of the .Colorado Sunshine Act of 

1972, C. R. S. 1973, 24-6-401, et seg. , and Rul e 3.2 of the Comm; ss i on IS 

Rules of Practice and Procedure, the subject matter of this docket has 

been placed on the .3.!;lendas of the open public meetings of the Commission. 

At an open public rneetingon this date, the within decision was entered 

by the Commission. 
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II. 

FINANCIAL AND OPERATING CONDITIONS JUSTIFYING ACCELERATED RELIEF 

A. Financial. Conditions 

The initial question to be considered by the Commission is 

whether 9r not the financial and operating conditions faced by Public 

Service justify accelerated relief at this time, rather thq.n waiting to 

consider the. entire matter in .ageneralratecase. 

Pub.lic Service nasdemonstrated in the hearings 'herein that 

its financial ability to raise capital is serious~y impaired, ancJ that 

its ability to incur unsecured d.ebt will be exhauSle'd before the end of' 

1980 or in early 1981. '. At the present time the current dividend rate of 

.Publfc Service is $1.60 per year,whichPub]ic Servicels earnings do not 

presently cover. In fact, for the 12 months ended February 29,1980, 

theearni,ngswere $1.24 per year, and improved only slightly so that the 

earn; ngs for the 12. months ended March 31, 1980 'i ncreased to $1.:36 per 

year. More than half of Public Servicels.earnings are non-cash earnings 

in connection with allowance for funds used during construction (AFUDC). 

Stated conversely, less than .50 percent of Publ ic Service ' s current 

earnings repre~ent cash earnings. 

GSA states that earnings improved from $1.35 for the 12. months 

ended March 31,.1979 to $1.315 for the 12 months enqed March 31, 19.80, 

and that th; srepresented three full months of the ·effecti ve increased 

rates as. authorized by the. Commission in I&S 1330. The one cent per 

year earnings improvement is less than one percent. It should als.() be 

recognized,as indicated abqve. that the slight improvement from $1.35 

to $1.36 per share was interrupted by a decline to $1.24 p.er share for 

the 12 months ended February 1980. 

Sblomon Brothers has ranked one hundred electric utilities in 

terms of their respective returns on averagee'quity.The median average 

return on equity was 12.8%, and the average.was 12.46%. public Service 

ranked 97th out of the hundred ut; 1 it ieswi th an average return on . 
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equlty of 7.7%. Even more disturbing is the fact.that, in terms of 

dividend payout ratio shown in the Solomon Brothers study, only one 

utility out of the hundred had a higher payout ratio than Public Service. 

As indicated above, Public.Service's divi.dend payout exceeds the tota1ity 

. of Public Service's cash and non-cash earnings. It needs no special 

insight to recognize that a potential investor. is not likely to. be 

. i ntere.stedi n risking. hi smoneyinane·nt.erpri sethat ea~ns only about 
. .'" 

ffftypercentof·1ts.authorized rate of·return and whose current dividend 

payout exceeds the earnings of thE;! company .. 

Since the . .conclusionof hearings in I&S Docket No, l330 {which 

docket, i tmust be remembered; dealtwtth a 1978 test year} interest . ," 

rates have moved sharply upward. . Certain ofthei ntervenors in this 

docket appear to take a position that since interest rates have declined .' .. : 

. ." 

from their earl ier19BO peaks,the.financicilcond.itionsfacing Public 
. . 

Service are moderated toihe extent tha't a fi n3hcialilemergencyll no 

longer-exists. The fact is, however, that the interest rates currently 

in effect are appreciably higher than those ;,n existence when 1&5 1330 

.·wasdecided based upon a 1978' test year~ Thus, even though there may . 
• I)l 

have be.ensollle improvement in the past several weeks, nevertheless it 

remains true that the prime' interest rates, bond rates and commercial 

paper rates are still higher than the rates existent in late 1979 by 

almost half. 

'. On February 22,1.980, PUbl.ic Service sought to issue an additional 

$75 million of first mortgage bonds with a m.:lturitY date of March 1, 2010 

(30 years). The size of issue had to be reduced from $75 mi n ion to $50 

million and the maturity date was .cut.backby 23 years to March 1, 1987. 

As a result of Public Service's recent downgrading by Standard & Poor's. 

from an AA-rating to A and by Moody's from Aa to A, Public Service's 

.1980 debt was issuedata rate which was 75 basis points higher than it 

would have if. it retained its double A rating. On $50 million this 

differential amounts to $375,000 per year. The interest rate on the 
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· Febru,ary 1980 issue of fi rst mortgage bonds was 15%, or approximately 

550 basis points higher than any previous debt issue of the Company and 

approximately some 806 basis points higher than its emb.edded cost of 

debt. 

Similarly, the market-to~book ratio of Public Service's common 

stock is still below 1.0, hovering at about the .81 level. During the 

recentm.arket oecline, the market-to-book rat iodec1i.ned down. to the 

level. of about.66, and at no time since January 1979, has the market-to­

bookratiobeenatLO or above. Nor ha's Public Service, in its last 

s i x offerings , been able to market Col1i1J1onstock at book orabov:e. 

Public. Service must raise .capital to finahceits construction 

program. If the Company is unable to have aecas,s to the market on 

reasonable terms and to thereby continue funding is ongoing construction, 

theco·nstructionhas to be slowed aownor stopped. Public Service 

Company witness, Mr. Bump!Js, indi cateda number of cutbacks ,. cancellations 

and maturity revisions experienced by a number of utilities in the early 

part of 1980. Thus, the Commission recog.nizes that the unsettled market 

conditions not only affect this Company. but a nl:lmber of other utilities 

as well. It is the responsibility of course, of this Commission to 

respond to the econom; c real i t.i es of. the capital market place, and we 

cannot avoid our responsibil it yin this r~gard merely on the basis that 

'other utilities in other parts of the couhtryalso have been experiencing 

similar financingdiffku1ties. 

The articles of incorporation of Public Service do not permit 

it to issue or assume any unsecured h.otes, debentures or other securities 

in excess 6f the fifteen percent of the aggregate of Ci) the total 

principal amount Of all bonds or other securities representing secured 

indebtedness issued ora.ssumed and then outstanding, and (i i) the total 

of the capital and surplus then recorded on the books of the Company, in 

the absence of an affirmative vote of more than one·half of the voting 

power of the outstanding shares ··of preferred stock of all series (lithe 

fifteen percent limitation ll
). At the present time the fifteen percent 
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limitation on the amount of unsecured debt is approximately $241 million. 

At its pres~ntrate.of borrowing, Public Service will exceed the. fifteen 

· percent 1 imitation by December of 1980, or January of 1981. To assume 

that it wDuldbe financially prudent of Public Service to gato the very 

edge of itslegalfHteen percent. limitation strains common sense. It 

is true thatth~last day of the month may not reflect an outstanding 

· Unsecuredba lance as high. as the peak dillY of the month~butthe diffe·rent i a 1 
, ". . ' . 

j s notsubstanti a 1. In any event the fifteen percent, lim; tation .i s· 

'breathed atanYti~e when the unsecured debt of· the Company goes over 

· fifteen perce·nt. In othe.r words, Pub] k Service cannet legally breach: 
. .' .'. 

the fifteen percent . 1 imitatJon on ,the theory that per,haps a few days 
. . 

later its outstanding borrowdngswill fall below' the fifteen percent 

1 imitati on. 

The Comm; s5i on al so takes offi daTnoticeofJts Dedsi on No. 

C79-1824,dated November 27(.; 1979 ,whe rein; t author·i zed Pijb Ifc Serv ice 

to issue short-term debt in an amQunt not exce.eding$150 million .. Thus, 

'inaddition tothefifteen percent limitation set forth in. the articles 

of incorporation. this Commission itself has set a $150 minion limitation . '. . .. ' '. '. 

on the issuance ofsbort-termdebt. 

GSA'questionswhether certa; n current 1 i abi 1ft; e$" such as 

invoices and payrolls •. would .fall under the fifteen percent limitation 

inasmuch as, the articles of incorporation limitations speaks in terms of 

!lunse.cured notes, debentures or other. securities representing .unsecured 

i ndebtedness;1I The phrase ui ssue or assume' any un.securednotes, debentures 

or othersecuriti es representing unsecured; ndebtedness for any: purpose 

other than the refunding of ,secured .or unsecured indebtedness therefore 

created or assumed.. II is certainly broad enough to cover. any method 

used by Public Service to finance outstanding invoices and payrolls. In 

any event, GSA presented no evidence to show that Public Service does 

not meet its short term liabilities other. than by borrowings or cash. 
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Public Service faces restrictions on the issuance of additional 

preferred stock or first mortgage bonds. Public Service's bond indenture 

requires earnings coverage of not less than two and one-half times the 

interest requirements, including any new bonds proposed to be issued. 

Had Public Service issued further bonds at the time its interest coverage. 

was. 2.97 an issue of $69,911,000 of mortgage. bOhdswoul d have been the 

maximum size that it legally could have. ;ssuedandwould have been the' 

lastmortgagebonds that could have been issued until there was a substantial 

improvement in the earnings of the :Company. PublicScervice did,in 

fact, ·issue$50 mill ioni n fi rst mortgage hondsin February of 1980. 

GSA contends that the SEC method of cal calat ion (3. 5 coverage) 

is more stdngent than the times interest earnings rati.o (TIER} .. The 

TIER requirement is that gross income must be 1.5 times the total of (1) 

the annual interest requireme.nt on oldtndebtedne.ss to be ·outstanding 

for more than'oneyear,and' (2) the annual dividend requirements on its 

preferred stock outstanding. It is true that the TIER method appears to 

be less stringent that the so""caHed TIER indenture requirement. However, 

the SEC method is a uniformly used method which has more recognition in 

theinve.stmentcommunity. Even though under ,the SEC method coverage has 

improved from a 2.97 to 3.27coverage~ it isstillpelowthe 3.5 coverage 

which we deem necessary to maintain the Companyls financial standing. 

If Pub 1 i c Service were to i ssuepreferred stocLand were able 

to do so at a 12 percent rate, it could issue such stock in the amount 

of approximately $45 million. The total capitalization of Public Service 

is approximately $1,462,000,000, and the Company is now at the point 

that its maximum borrowing capacity through bonds and preferred stock is 

an additional five percent of its existing capital. Thus, it is clear 

that the Company"s various options for raising capital have become 

increisingly constricted. 

In summary, the position of intervenors that, lithe roof may be 

leaking, but itls really not that bad and we can fix it laterll is not one 
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which we consider as a realistic response to the present filing, Whatever 

short-term i.mprovement in capital markets has occurred in recent weeks 

cannot obscure the fact that the capital market today is less favorable 

than it was at the close of Phase I hearings in I&S Docket No. 1130. 

Accordingly, the Commission finds that the financial condition of the 

Company warrants rate relief at this time. 

8. Operati nrr Conditions. 

Richard F; Walker, president and chiaf·executive officer of 

Public Service,indicatedthat the continued construction of the Pawnee 

plant would havetcibe halted in the event inadequate oruntimely rate 

reli ef resulted fromthi s. proceedi ng. The in-servi ce date of Pawnee has 
.. . 

already been deferred from early 1981 lintn .OctoberlgSl, which has 

resulted in a decrease in anticipated expenditures of some"$22 million 

for 1980 .. The construction budget as a whol e has been reduced from $266 

million to $252 mi 11 ion, with a further $5 to $10 million reduction 

forecasted for the remainder of 1980.· . Slowing the construction schedule 

of Pawnee so that it were to become operational in 1982 rather than in 

1981 would leave the Company in the difficult situation of having a 

megawatt re.serve at peak of only 36. For each year that Pawnee is delayed, 

the constructi on costs with. respect to its comp 1 et i on wi 11 go up by 

about $50 million. These additional costs, which would besubstsntial, 

ultimately will be borne by the CUi1lpany ls ratepayers. 

Furthermore, the optimistic reliance upon the ability of the 

Company to IItake up theslackll with.additional IIfirm purchases of powerll 

from other sources is misplac.ed. Public Service could be forc.ed into a 

negative reserve position with the failure of anyone of twenty of its 

forty-two units (representing about 92% of Public Servicels capacity). 

Hecognitionalso needs to be given to the fact that some of the IIfirm 

purchases II are not altogether that firm. For example, Public Service 

has an agreement to buy 225 megawatts from the Basin Electric Cooperative 
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which is one of the participants in the Laramie River Station Unit 

No.3, which is presently under construction in Wyoming. At the time 

Mr .. Walker'testified, that unit was .28% complete and it is scheduled to 

come into operation by May 1.1982. "However, if work stoppages or other 

factors cause a delay in the scheduled completion of the Laramie River 

Station Unit No.3, Basin Electric Cooperative is notunderany obligation 

. to supply that power to Public Service" 

In 1983 the peak demand is anticipated to be 3176 megawatts. 

The'net effective capabilityofPubl;cServ;ce (without Pawnee) would be 

2627 megawatts. Firm purtnases, including a purchase of 149 megawatts 

fromColorado·Ute .ElectricAssociation from a unit which is just now in 

the initial construction stages, together with in'-housegene'tated power 

adds up to a total of 2930 megawat tsas the net effect; ve .1983. capab i 1 i ty 

of t.he Company. This nevertheless would leave a negative reserVe of 246 

megawatts at·. peak. 

Even if it were possible to obtain purchas.ed power from other . 

sources, without question a highly dubious assumption, the cost for 

obtaining that purchased·power generally is threetim~s the cost of 

in~house generated power. It is no bargain for the ratepayers. Addition­

ally, a utility does not have as much operational flexibility regarding 

its use of purchased power as it has with power that is generated in 

house, and ,as indicated above, ;. fthe seHer of purchased power is 

unable to supply it (for example, if the supp 1 fer ' suniti s out of 

service) Public Service would not in fact obtain the power which the 

supplier ~as no obligation to provide~ 

There was discu.ss i on in the hear; ngs about whether or not 

Public Service could defer other projects and thereby free-up construction 

funds for Pawnee, thereby obviating the requirement for a rate increase 

at this time. The Commission finds that there was no credible evidence 

presented by any of the parties of a specific nature which would justify 

such a result. Furthermore , it must be recognized that intervening 
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parties have no legal authority to rearrange the construction schedules 

of the utility. In other words, no legal authority exists for intervening 

parties to act in the role of "over-the.,.shoulder super managers.H It is 

also well established inthe law that the managerialroleofa utility's 

operations belongs to the management. of the utility, not this Commission. 

His, of course,truethat under our general supervisory powers in 

re.gulatiogutilitias this Commission can do whatever i.s necessary to 

correct managerial . abuses ofdi scret ion •.. Managementprerogat ives· are 
. '. . 

not absolute and are subject.to thesupervis ion or Strut; ny of thi s 

Commissi.on. However, the leg~lpredicatefortheexercise of this· 

sigrd fi cant power i 5 the finding th13.tthere has been an 'abuse of management I s 

discretion. Nothing in the record in this docket would sustain or 

jlJst ify such afind'fngwith respect to Publ ic Service'S construction 

. program. 

On the contrary, this Commission be·lieves that itwouldhe 
. . 

seriouslyirrespons ibl e.for Publ it Service to engagei n the type of 

"brinksmanship" suggested by certain interveniAg parties. Sometimes it 

is often lost sight of, but th~ fact remains that a utility's obligation 

; s to provide seryi ce at the lowest possi b 1 e rates. ·.It is not merely to 

charge the lowest possible rates without consideration of adequacy of 

service. On the basi~ of th~ record which has been made in this case, 

the Commission finds that Public SetV;ceneeds rate relief which is 

detailed above. To find otherwise' would be to ignore the financial and 

operational realities that presently exist. Neither the ratepayers of . 

the Company, nor the Company itself would be well served by avoiding the 

responsibilities which must be faced. 

The Colorado Office of Consumer Services (OCS) stated that 

Public Service has not considered the implementation of time";of-day 

rates , interruptible rates, or other 1 oad management programs in advance 

of required implementation of this Commission's so-called"generic ll 

decision. Moreover,DCS further contends that the Company has not seriously 
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pursued any joint efforts for power plant construction .,.lith the Company's 

own whole.saleelectric customers or any other strategies to reduce 

demand which would reduce the need for new power plant construction, and 

concomitant reliance on outside capital for the construction of new 

generating capacity. It should be pointed out that the so-called "genericll 

type ; ssues enumerated above and referred toby OCS are not relevant ; n 

tbi s docket for two reasOns: 

(l)We have, as indicated above, limited the. scope of 
:r&S Docket No. 1420 hearings .and did oot include 
any generic issues ; . . 

(2) . Case 5693, t.he gene ri c ·e lectric Cp'se, is, st in o'pen, 
and although an initial. dedsionhas been entered by 

··the Commission, no final deci·si on in that case has 
been entered. 

III. 
. . . 

AWMPUA.NCE,WITH;REGULATORY PIUNCIPl,E5 
. ' . ESTABlISHED. IN I,&SQOCKEr.NO.1330· 

The Commi ss fon fi ndsthat, .except as hereinafter noted, Pub 1 i c -

Service has complied with the regulatory principles established in I&S 

Docket No. 1330 in the -j nstant fil ing. There are two exceptions to. 

Pub 1 ic Service's comp Hance. 

Public Service's filing reflects an embetfdedcost of debt at. 

7.63%, wh1chincludes .the higher costs of first mortgage bonds and 10ng-

term pollution control notes issued in February and March 198(),respectively. 

The revenue impact of an increase in the cost of embedded debt from 

6.94% to 7.63% is approximately $10,315,987. Public Service contends 

that the use of the present embedded cost of debt is totally appropriate 

inasmuch as the Colorado Supreme Court in the .case of Co lorado'" Ute 

Electr.ic Association, Inc. ",.Public.Utilities Commission 602 P.2d 861 

(Colo. 1979) recogoizedthe Commission's broad discretion in making 

adjustments for out-of-period events. We agree with Public Service that 

the Colorado-Ute. case recognizes ,broad discretion in the Commission to· 

determi~e whether or not to recognize adj~stments which are out of 

period irrespective of whether or not they have been cOAtracted for in 

period. 
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Public Service further contends that inasmuch as the Commission 

in I&S 1330 gave recognition to the use of a partial future test period 

it fo 11 ows that the Commiss ion is not precluded from recogni zing the 

-higher embedded cost of debt which~inPublic Service1s case, resulted 

because of the out-of-period 19.80 debt issued totaling $87 million. 

It is true,of course, that the Commission in Decision No; C80-130 

in I&S Docket No •. 1330 commented that it might be appropri ate for Public 
.. . 

Service, in; tsnext rate case,.: to present its caseona. part ia 1 (6 

. months) future test year coupled with a partial (6 months) historical 

test year. It should be specifically noted, . however, that the Commission 

specifically stated inDecision No. C80-130 that it was not necessarily 

endors; ng the use of .future test year or partial future test year .. In 

any event, the regulatory principles of I&S 1330 did notutilize Qut-:of­

period adjustments which were also contracted for out of period, Accordingly, 

we find that the use of the embedded cost·ofd;ebt inclusive. of the 1980 

debt issues is not in compliance with any regulatory principle utilized 

in I&S 1330. 

Public Service in its current filing used a depreciation rate 

with respect to Fort St. Vra.in nuclear facility.offour percent (4%). 

The 4% rate is composed of 3.33% based on Fort St. Vrain's thirty-year 

expected. life and .67~ to take into account, via the negative salvage 

method, decommissioning costs in an anticipated amount of 20% of the 

plant's investment. Public S.ervice witness Mr. Hock testified at length 

concerning the appropriateness of the 20% negative salvage method of . . . 

providing for the . decommissioning costs of nuclear facilities. 

It became clear, during the hearing, that there are approximately 

six methods of dealing with decommissioni.ng costs relative to nuclear 

facilities. Mr. Richards of the staff of the Commission indicated that 

the revenue impact of the .67% differential (4.0% - 3.33% = .67%) was 

$638,049. Public Service states that although this docket did not have 
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as one of its purposes the establishment of an appropriate procedure to 

insure 'the availability of decommissioning costs, that the issue received 

fully as much evidentiary consideration as might be expected in a general 

rate case and that, given the relatively minor amount involved, there 

was no reason to defer a decision on this matter and that the decommis-

sioning method sel~cted by Public Service should be found to be appropriate~ 

The Commission in its suspensionorder,Decision No. C80-675, 

Hmited the scope of this hearing to t.he two basic issues which are set 

forth on page 3 abov'e. It may well be that the arnountof$638,049; s 

relative,lyminor CQnsideringthe overall scepeof therequE--sted'dinount. ' 

However, the Commission believes that it would be unfair, as well as 

inappropriate, for this Commission to approve the establishment of a 

procedure w,hich was not an issue within'the contemplation of I&S 1330. 

Accordi ngly, the proposed ,4% 'd,epreciati on rate wi 11 be rejected for 

purposes of this proceedjng and a 3. 33%depreciati,on rate will be used. 

The Commission finds that Public Service has justified the 

uti 1i zation of non-Company expert witnesses, and has properly accounted 

f9r the reallocation of employees and space from merchandising activities 

(which were discontinued at the end of 1979) to utility functions principally 

related to "conservation. It would be unreas'onable to expect Public 

Service Company to employ, on a full time basis, experts who. deal with 

such matters as norlilalization,cost of capital, and rate of return . 

. Thus, the utilization of outside expert witnesses in this regard is· 

substantially more economic than the placing of such experts on the 

Company's full-time payroll. In regard to the reallocation of employees 

and space from merchandising activities to utility functions, it is clear 

that the costs lncurredin connection with these employees and related 

spac~ w~reknbwn and measurable during the 1979 test period. The decision 

to reallocate these employees and their related space obviously would 

have been made in 1979 inasliluchas the reallocation took effect on 

January 1, 1980. Thus, Public'Service's treatment is consistent with 
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the out-of-period adustment treatment that this Commission previously 

has given before to changes known and measurable during the test year. 

The Commission also notes that Public Service abandoned during 

the hearing its inclusion of cash working capital in rate base for the 

electric department. Public Service also made a mathematical correction 

todeferrQd taxes in its capital structure which resulted in reducing 

the overall cost of capital from 9.91% to 9.90%. 

Premises considered, the Commission finds that the respective. 

rate bases for the electric, gas and steam departments and the combined 

rate base are as follows: 

ELt:CTRIC DEPARTMENT 

Line No. 

1 RatQ Base - Met Or; ginal Cost 

2 

3 

4 

5 

6 

7 

8 

9 

10 

Utility Plant in Service 

Utility Plant Held for Futu~e Use 

Construction Work in Progress 

Common Utility .Plant in Service Alloc. 

Prepayments 

Utility Materials and Supplies' 

Customer Aqvances for Construction 

Gross Original Cost Rate Base 

Less: -----. Reserve forOepre. & Amort .. 

11 Less: Rate Base Allocated to FERC 

Jurisdictional Sales 

12 Net Original Cost Rate Base 

16 

$1,362,409,545 

1,551,357 . 

nB,210,57S 

41,098,351 

3;976,655 

78,084,441 

. (11,846,780) 

$1,813,484,147 

372,621,266 

.. 105,903,422 

$1,334,959:459 



. 
GAS DEPARTMENT 

Line No. 

1 Rat.eB&se-Net Original Cost 

2 Utility Plant in Service 

3· Utility Plant Held for Future Use 

4 Construction Work in Progress 

5 'Common Utility Plant in Service Alloc.. 
.:; . 

6 Prepayme.nts 

. 7 Uti lity Materials and Supplies 

,8 CashWorkingCapi ta 1 Requir:ement~ 

9 Customer Advances for Construction 

10 Gr;-oss Original Cost, RateS-ase 

11 Les,s: Reserve for D~pre. & .Amort. 

12 Net Original Cost Rate Base 

.. STEAM O'EPARTMENT .' 

Line No. 

1 Rate aase - N~t Od gi na 1 Cost 
'~ 

2 Utility Plant in Service 

3', Construction Work in Progress 

4 Common Utility Plant in Service Al1oe. 

5 Prepayments 

6 Materials and Supplies 

7 Cash Working Capital Requirements 

8 Customer Advances for Construction 

9 Gross Original Cost Rate Base 

10 ~: Reserve for Depre. & Amor. 

11 Net Original Cost Rate Base 

17 

$286,276,000 

162,623 

. 2,170~402 

28,559,871 

719,.940 

3~842,464 

15,064 1 399 

(5 ,l!~7 ,100) 

$331,638,599 

104,054,232 

$227.584,367 

$ 9,394,624 

48,465 

15,137 

21,230 

551,928 

243,734 . 

(22,931) 

$10,252,187 

4;035,136 

$ 6,217,051 



COMBINED DEPARTMENTS 

Line No. 

1 Rate Base - Net·Original Cost 

2 Ut il i ty Plant in Serv i ce 

3 Ut i 1 ity Pl ant He 1 d for Future Use 

4 Construction Work in Progress 

5 Common Util ity Plant In Service Alloc. 

6 Prepayments 

7 Utility Materials and Supplies 

8 Cash Working Capital Requirements 

9 Customer Advances for Construction 

10 Gross Origi.nalCost Rate Base 

11 Less: ~ Reserve for Depre.& Amort. 
-.-:."-

12 Rate Base Alloe. to FERC 

~urisdictional Sales 

13 Net Original Cost Rate Base 

$1,658,080,169 

1,713,980 

340,429,445 

.69,673,359 

4,717,825 

82,478,833 

.. 15,308; 133 

(17 ,026,811) 

$2,155,374,933 

480,710,634 

105,903,422 

$1,568,760;877 

Premises considered, the Commission finds that the earnings 

requirement of the electric, gas and steam departments respectiv~ly are 

as follows: 

Li ne No. 

1 Electric Department Net Original Cost Rate Base $1,334,959,459 

2 Gas Department Net OrigiilalCost Rate Base 227,584,367 

3 Steam Department NetOrigi nal Cost Rate Base 6,217 ,051 

4 Combined Net Ori.ginal Cost Rate Base $1,568,760,877 

5 Net Operating Earnings Requirement - Combined Departments 150,130,416 
(9.57% xLine 4) 

6 Net Operating Earnings Requirement - Gas 
Department (9.77% x Line 2) $22,234,993 

7 Net Operating Earnings Requirement - Steam 
Department (9.57% x Line 3) 594,972 

8 Line 6 + Line 7 $ ... 22,829.965 

9 Net Operating Earnings Requirement - Electric 
Department (Line 5 less Line 8)(9.54% x Line 1) 

18 

$ 127,300,451 



Premises considered, the Commission finds, based upon the 

regulatory principles of I&5 1330, that the revenue requirement of the 

Company for the 12 months ended December 31, 1979 are as follows: 

Electric Deeartment 

Line No, 

1 Net Operating Earnings R~quirel11ent 
2 Net Op.erating Earnings Pro Forma 
3 'Earning.s Deficiency (Line 1 less Line 2) 
4 Revenue Requirements Factor to Gross 
5 Operating Revenue Adjustment (Line 3 x line 4) 

Gas Oepartment ' 

6 Net Operating Earnings Requi:rell1ent 
7 Net Operati ng Earni ngs Pro Fo'rma 
8 Earni f1gs Deficiency (L ine6 less line 7) . ' 
9 ~even!JeRequi rements Factor to,Grqss 
10 Otyerating Revenue Adjustment (I.Jne8 x Line 9) 

~tearn Department 

11 Net Operating Earnings Requirement 
12 Net Operating Earnings Pro FOf'ma 
13 Earnings Deficiency (Line 11 le.ss Line 12) 
14 Revenue Requirements Factor to Gross 
15 Operating Revenue Adjustment (Line 13 x Line 14) 

16 Total Increase Required with 1979 Capital Costs 
(Line 5 + Li ne 10 + Li ne 15) 

$127,300,451 
" 103,75:5,. U4 
$P23,545,337 

L949318 
$45,897,349 

. $22 ,234,993 
U,021,559 

$ '5,213,434' 
1.897212, 

. $'9,890, 99'0 

$ 

$ 317~109 
1.949324 
.61$ll48 

$ 56!406,487 

The foregoin.g revenue requirement is premised upon a c,apital 

, structure,as of December 31, 1979, with attendant costs in connection 

therewith as follows: 

Long Term Debt 
Preferred Stock 
Common Equity 
Reserves and 

Deferred'Taxes 

Adjusted 
Capitalization 

Per PSCo, Ex. JNB-:18 

$ 700 ,354,624 
204,.400,000 . 
515,091,391' 

1S 1855,140 

$1,438,701,155 

19 

Ratio 
% -

48.68 
14.21 
35.80 

1.31 

100.00 

Cost 
% 
~ 

6.94 
6.78 

14.60 

Composite 
% 

3.38 
.96 

5.23 

9.57 



CONCLUSION 

Based upon the foregoing, the Commission concludes that Public 

Service, except as noted, has complied with the. regulatory principles of 

I&S Docket No. 1330 and that current financial and operati~g conditions 

require the rate relief here.inafter ordered. 

An appropriate orde.r wiTlbe en.tered. 

o R DE R 

THE COMMISSION ORUERSTHAT: 

1. The tari ff sheets fi 1 ed by Public Service 'Company of .. ' 
. . 

.Colorado .. pursuant to Advice .Letter No. 791-Electric dated March 26, 1980 
. ..,..' ... . . . '. . . 

and filed on March 26, 1980,<be, and the same hereby'are, permanently 

suspended. 

2.· The tariff sheets filed by Public Service Company of 

Colorado pursuant to Advice Letter No. 293-Gas datedMarCh2~, .1980 and 

fil ed on March 26, 1980, be, and the same herebY.are, permanently suspended. 

3. . the tariff sheets fi led by Public Service Company of 

Colorado pursuant to Advice letter No. 23-Steam dated March 26, 1980 and 

filed on March 26,1980, be, and the same hereby are~ permanently suspended. 

4. . Public Service Company of Colorado be, and hereby is, 

authori zed to fil eappropri ate tariff sheets to refl ect a general. rate 

scheduleadjustinent in the amount of 9.58 percent applicable to elect.ric 

rate schedules. The general rate SChedule adjustment shall not apply to 

charges determined by the fuel cost adjustment provision of tariff sheet 

No. 280, nor the fir~ purchased power provision of tariff sheet No. 283. 

5. Public ServiCe Company of Colorado be, and hereby is' 

authorized to file appropriate tariff sheets to reflect a general rate 

schedul e adjustment in the amount of 2.42 percent app 1 i cab 1 e to gas rate 

schedules. The general. rate schedule adjustment shal1 not apply to 

charges determined by the gas cost adjustment provision of tariff sheet 

No. 133. 
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6. Publ ic Service Company of Colorado be, and herby is 

authorized to file appropriate tariff sheets to reflect a general rate 

schedule,adjustment in the amount of 10.65 percent applicable to steam 

rate schedules. The general rate. sch'eduleadjustment shall not apply to 

charges determined by the fuel cost adjustment prov'ision. 

7. The tariffs filed by Public Service Company of Colorado 

. pursuant to ordering paragraphs 4 y 5 arid 6 ab,ove shall set forth an 

effective date no earlier than May 27 , 1980, andshal.l make reference to 

the decision number herein. 

8. All pending, rnotionsbe,-and hereby are, denied. 

This Order shan be effective forthwith. 

DONE IN OPEN 'MEETING' the 21th'da:yof May, 1980. 

THE. PUBLIC UTILITIES . COMMISSION 
OF THE STATE OF COLORADO 

EDYTHE S.MILLER 

. L. DUAN E . WOODARD 

COllwdss i oners' 

COMMIS.5IONER DANIEL E. MUSE DISSENTS 

. COMMISSIONER DANIEL E. MUSE DISSENTING: 

I must respectfully disse.nt from the majority opinion. Thi 5 

proceeding was fil ed on Ma reh 26, 1980, as a request for i mmedi ate 

emergency rate relief in the amount of nearly $68. 3 m; 11 ion. That 

amount ;smore than the reql,lestedrelief filed in Public Service Company's 

last general rate case and the largest amount of relief asked of this 

Commission to that date. Because th;smatter was filed as an immediate, 
. . 

emergency rate request, it was expedited on the Commission'sdocket and 

set for hearing on April 30, 1980, and continued through May 2, 1980. 

As a consequence of this expedited hearin{j process, neither the Commission 

staff nor the various intervenors had adequate opportunity to engage in 

pre"'hearing discovery procedures such as interrogatories, requests for 
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admissions, or depositions. This circumstance in' tUrn created a substan­

tial impediment to these parties l abilities to fully develop direct and 

cross-examination testimony during the hearings that were held on the 

above dates. It is my view that the above factors, in conjunction wi'th 

the application of fundamental rules of evidence made it incumbent upon 

the Publ i c Service Company to present a detail ed exp 1 anat i on as to why 

the alleged emergency exi sted. . In my Judgment, Pub 1 i c Service Company 

failed to adequately demonstrate the existence of such an emergency, and 

I therefore cannot concur in the majority1s result. 

As the petitioning party tn this proceeding, PUplic Service 

Company,. had both the burden of going forward and the burden.of proof in 

regard to all theessentia.l elements of this application. The burden of 

proof can be defined as the responsibility of the moviligparty to demon­

strate by sufficient competent evidence that an alleged element isin 

fact true. as asserted. (See: Exhange National Bank of Colo. Springs vs. 

Sparkman, 554 P~2d. 1090,191 Colo. 534; and Firkins vs.:Affolter, Colo. 

App. 504 P.2d. 365 (not selected for official publication)) In the 

instant case, Public Service Company asserted that unless emergency rate 

relief was granted, the pawnee Project would have to be shutdown. From 

my examination of the evidence in this proceeding, I have concluded that 

the truth .of this ;;tllegation was not demonstrated and that as a consequence 

no Nte relief is herein appropriate. In order to determine whether or 

not Pawnee would need to be shutdown, absent rate relief, it is essential 

to exami ne the operat i og conditions of the Company. One imp'ortant aspect 

of that examination is analysis of the Construction Budget for 1980. 

The total revised PSCo Construction Budget for 1980 is $252 

mi 11 ion. Of that amount $108 mi 11 ion was earmarked for the Pawnee 

project. Most of the remaining $144 million was distributed as follows: 

$38.3 million to subsidiary companies; $30 million allocated to other 

utility plant construction; and approximately $70 million for miscel­

laneous Construction projects. However, with the notable exception of 

22 



$19.5 million designated for Construction .of Air Quality Control Equipment 

at the Cherokee plant, Public Service. Company failed to demonstrate how 

these other construction doll ars were specifi ca lly all ocate.d, or why 

they could not be reallocated to further the constr'uction of the Pawnee 

project. 

As was. indicat~d through .the testilllbny of witness RiCha'rd F. 
. '. 

Walker,Public Service Company President, theP.;twnee Plant isa vital 

cog in the. Company I sefforts to provide adequate amounts of power at 

reasohab Terates. The evidencehereln revea led that 'Pawnee wi n . generate 

apptoximateJyA7() Mw :of e'lettric 'Power th~'n"eby prov;d:;'ng tneCt>inj.')any 

with more. adequate reserve. >margi ns ,"reducing the:needto huyunreliable 

and very>expens i vepurchase pow:eranda.lsogenerat ing s·ubstantia 1 revenue'S 

to Public Service Company. In light of tnisundeniable importance ,of 
. . . '. . .' 

Pawnee' to system 'rel iab;l ity and dependability. it is my opinion ,·that it 

was incumbent on Public Service c.ompany to clearlye'Stablishthat construc­

tio.n monies' for projects oth.erthan Pawnee could not hqvebeen diverted 

to this project through.bther constructioncutbacks,dehys or elimination. 

In view of Public Service Company's failure to demonstrate~ in the most 

rUdim:entary rnanner.·that cutbacks, delays, or eliminations coula not be 

undertaken on these. other construction proJects,it failed to sustain 

its burden of proof on the claim that the operating conditions of the 

Company now require the granting Ofe:mergency rate relief in'these 

proceedings. 

One specific aspect of Public Service Company's presentation 

herein. troubled me greatly: That aspect was PSCols continued expressed 

reso 1 ve to shut Pawnee down unless thi sCommi ss i on granted 11 adequatell 

rate relief. Such expressed intention cast a cloud over this entire 

proceeding. It is my belief that such a cloud was not in the best 

interest of this CommissionJs regulatOry process. Public Service Company 

argu'ed that unl ess adequate rate re 1 iet was here; n granted, Pawneecoul d 

not go on-line in October of 1981. Moreaver, that failing completion of 
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Pawnee by said date, that the project would be entirely shutdown. The 

need to have Pawnee on-line by October 1, 1981 entirely escapes me,in 

that Public Service Company1s system peak is between June and August of 

. each year. Therefore, Pawnee could hOt contribute to Public Service 

Companyls 1981 peak in any event. The testimony of Mr. Walker indicated 

that construction of Pawnee. could be set back six months, .with a consequent 

savt~gsof $1.2 to$1~5 ~illion per month in e~penditures and still meet 

. the 1982 system peak . 

. Althougl1 setting completion of Pawnee back six months would 

result in approximately $25 million of additional interest costs, shutting· 

Pawnee down,as suggested by Public Service Companywoul d cost the 

ratepayer much more. than that. Mr. Walker testified that in shutting 

Pawnee down, lhemonthly costs to maintain and keep Pawnee secure would 

approximate $1 million,andthat purchase power to replace the loss of 

Pawnee generated power i snow about thre;e times more.exp.ens ive,and. that 

. such figure is ever increasing. In light of the above realities, I fail 

to understand Public ServiceCompanylscohtention that shutting Pawnee . 

down is somehowpreferab 1 e to incurri 09 the $25 mill ion actdit i onal 

interest cost which would be one of the consequences of a six-month 

on-line delay. Clearly~ $25 millioh additional interest cost is not 

pal atabl e.· However, .compari ng such s urn to a $1 mil.l i on a month maintenance 

and security cost coupled with very expensive purchase power expenses 

for the 1982 system peak and beyond, demonstrates that this cost is not 

unreasonable. In addition to the above, the construction cost of Pawnee 

will be amortized over the 3D-year life of the plant and once Pawnee is 

. on-l i ne it wi 11 undoubtedly generate substantial revenues for Pub lie 

Se rv ice Company . 

. Absent specific evidence as to the necessity ofPSCo I s proceeding 

with construction projects, other than Pawnee,and further withOut 

evidence. as to the impossibility of diverting such other funds to Pawnee, 

to prevent a shutdown of said project,! would find that Public ServiGe 
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Company has failed to establish in this proceeding that an emergency 

situation exists. In view of such finding I respectfulTydecline to 

join with the majority. 

(S E A L) 

bab:ao/4/c 

THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF COLORADO 

OM.IEL E. MUSE 

·Commissioner 
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